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for buyers of employe, property and liability protection

J&H and six
others form

Euroben unit
NEW YORK-Johnson & Hig-

gins, in conjunction with six
European insurance brokers and
employe benefits consultants, has
set up a new Zurich-based cor-
poration to cater to U.S. firms
with overseas subsidiaries.

Called Euroben, the new firm
was formed by Boeis & Begault
in Belgium; Gil Y. Carvajal, S.A.
in Spain; Jauch & Hubener in
Austria; R. Mees & Zoonen As-
surantien in the Netherlands;
Societe Generale De Courtade

D'Assurances in France; and
Willis, Faber & Dumas Ltd. in
the United Kingdom.

J&H has had working rela-
tionships with these six firms for
many years, especially in the
marine insurance area, accord-
ing to Charles E. Tosch, vp of the
international division of the

broker's employe benefits de-
partment.

MR. TOSCH SAID that Euro-

ben, at least on the continent of
Europe, will concentrate on set-
ting up pension plans for clients.
He explained that there is "rela-
tively little group life in Europe"
-with the exception of the U.K.
-because pensions pay a widow's
benefit of 50% to 60% and an-
other 10% to 20% of the pension
to children. •

Low rate for Bheing
747 test cover

SEATTLE-Boeing Co. has
placed hull insurance for the
test ftights of five 490-passen-
ger 747 j etliners at lower rates
per dollar of value than for
Boeing's 727 tests.

Coverage-as is usual for
Boeing-was written half by
the U.S. aviation insurance

group and half by the London
market. Johnson & Higgins of
Seattle, and its longtime affili-
ate, Willis, Faber & Dumas,
London, placed the business.

Boeing and its brokers were
elated at both the insurers'

willingness to participate in
the test ftight program and by
the rates.

"We found ample capacity
to insure," said A. H. Blaker,
assistant corporate treasurer
of Boeing. "We also found con-
tinued willingness to gear rate
structures to the consistent

improvements we have been
able to demonstrate in each
successful model of our air-
planes."

Coverage is on five test 747s,
which will log about 1,400
ftight hours in ten calendar
months. Hulls are insured for

an average of $21,000,000 each.

Midwestern earthquakes this month ran the indicator off the record on
the seismograph at St. Louis University where the Rev. William Stauder,
professor of geophysics, and Dr. Otto Nuttli, a geophysicist, check the
severity of the tremors. General Adjustment Bureau officials say that
losses from the earthquake were "small and scattered" on the eight-state
area. Nevertheless, insurance companies writing earthquake coverage and
difference in conditions policies which cover earthquake losses expect to
have fresh inquiries about earthquake coverage as a result of the quake.
Under DIC policies there is a surcharge for earthquake coverage from
Colorado to the Pacific Ocean; no surcharge is made for the remainder
of the country including the Midwest where the recent tremors were felt.

-Wide World photo

Judge says Warsa-
Treaty is ' arbitrary'

CHICAGO-Agreements lim-
iting airline liability in plane
crashes were thrown into ques-
tion last week as the result of a

court ruling here that a 1933 pact
involving the world's major air-
lines is unconstitutional.

The decision, handed down by
Judge Nicholas J. Bua of the
Cook county circuit court,
pivoted on a provision of the

. Warsaw Convention limiting an
award in an international air

crash to $8,300.
Judge Bua said such a limita-

tion was arbitrary and deprived
victims of the equal protection
and due process of law guaran-
teed by the Constitution. He also
said the agreement gives airlines
an advantage over other fornns
of international travel regarding
liability.

The ruling rej ected a peti-
tion by Canadian Pacific Airlines
and the Douglas Aircraft Co. to
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Seven big oi/ firms
back captive carrier
for oi/ po//ution costs

throw out a $400,000 suit involv-
ing the 1966 crash in Tokyo of a
Canadian Pacific DC-8 jet.

John J. Kennelly, the attorney
for the family of the victim, con-
tended that Judge Bua's decision
could void any arbitrary limit on
air crash damage awards-in-
cluding a 1966 agreement in
which 60 domestic and foreign
airlines agreed to pay up to $75,-
000 for a passenger who died in
an air crash while traveling be-
tween the U.S. and another

country.
One insurance manager for a

major U.S. airline said, "The
$8,300 figure has always been
questionable and subject to
arguments." He said there's a
move afoot to increase liability
limits to $30,000 to 40,000.

However, the insurance man-

ager added that the $75,000 fi-
gure was "fair and equitable."

Continued on page 50

NEW YORK-Seven big inter-
national oil companies have pro-
posed setting up an industry-op-
erated captive insurance corn-
pany to connpensate govern-
ments for the cost of cleaning up
oil spills off their coastlines.

The captive, to be called the
International Tanker Indemnity
Assn. Ltd., located in Bermuda,
would be open to any tanker op-
erator, either private or govern-
ment-owned. The International
Tanker Owners Pollution Feder-

ation Ltd. in London would ad-

minister the plan.
Mernbers of the insurance

scheme would pay a yearly pre-
mium of eight cents per gross
registered ton, Business Insur-
ance learned. Reimbursement to

governments for the oil spillage
off their coasts would be limited

under the plan to $100 per gross
registered ton or $10,000,000,
whichever is lower.

THE SEVEN OIL companies
said the plan would be put into
operation when companies oper-
ating 50% of the world's private-
ly owned tanker tonnage

pledged their support. The seven
oil companies control 30% of the
world's tanker tonnage. The op-
eration would run for five years
and would be renewable in two-

year periods after that.
It would lapse, however, after

two years if tanker owners rep-
resenting 80% of the world's
tanker tonnage hadn't joined.

The offshore captive would
pay off only for cleaning up oil
spills or paying for the oil mop-
up operation resulting from an
accident attributable to the fault
of the tanker-but not from an

"act of God."

"In general it would permit

tanker owners and national gov-
ernments to deal more effective-

ly with both minor spills and ma-
jor disasters of the Torrey Can-
yon kind," the announcement by
the seven companies said.

THE SEVEN ARE British Pe-

troleum Co:, Gulf Oil Corp., Mo-
bil Oil Corp. Shell International
Marine Ltd., Standard Oil Co. of
California, Standard Oil (N.J.)
and Texaco Inc.

Under terms of the proposal, a
tanker owner would be respon-
sible for cleaning up an oil spill
that pollutes or threatens to pol-
lute a coastline. Should a tanker
owner who is a member of the

captive be unable to absorb the
cost of the clean-up operation,
governments would be reim-
bursed for "reasonable costs" of

the oil removal.

The companies said the plan
would give governments the ma-

chinery to make valid oil spill
claims, although governments
now don't have either the legal

right to recover the cost of oil
spill cleanups or the obligation to
remove the spilled oil.

The insurance operation

would "not be a money-making
venture by a long shot," accord-
ing to an industry source. "What
we want is enough money in the
cash register to take care of any
spills which may occur."

The captive would be oper-
erated along the lines of a pro-
tection and indemnity group, in
which members agree to chip in
more than their annual premium
if experience warrants it.

The reason for the captive, the
source explained, is that indem-
nifying governments for the cost
of cleaning up oft spills is "be-

Continued on page 50

lib & health benefits/a special report
A 19-page special section of in-depth features on the current

status and future of life and health benefits begins on page 31
of this issue of Business /nsurance.

Articles, tables and photos give corporate executives an in-

side look into the benefits patterns of typical companies, union

attitudes on benefits, carriers' innovations and other aspects

of the important field of employe life and health protection.

Perspective features on pages 27 and 28 concern the fate

of group ,health insurance, benefits communication and the

benefits program of a maior U. S. company. Other features and

news stories of interest to corporate executives appear on

pages 2, 3, 4, 6, 9, 10, 12, 20, 21, 52, 53 and 54. Watch

Business insurance for the latest developments in the dynamic

employe benefits field.
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Schemes to cut medical costs
get hearing at AMA meeting

CHICAGO-Hospital manage-
ment, doctors, employers, gov-
ernment leaders and the com-

munity as a whole were called
on to meet the pressing problems
of rising hospital and medical
costs during an American Man-
agement Assn. conference here.

One speaker referred to a gov-
ernment study on hospital effec-
tiveness which reported that
"while the removal of economic
barriers to hospitalization has
obviously made an important
contribution to good health care,
the emphasis on hospitalization
in prepayment has unquestiona-
bly been an incentive to extra-
vagance."

The report further pointed out
- that although the number is dis-

puted, there is evidence that peo-
ple are admitted to hospitals be-
cause their Blue Cross or insur-

ance plan will pay for the ser-
vices they receive if they are
hospitalized and won't pay for
the same services if they are
rendered in outpatient depart-
ments, nursing homes, physi-
cians' clinics or in their own
homes.

A THREE-MEMBER AMA

panel outlined cost control pro-
cedures such as incentive reim-

bursements and community
planning.

Joseph P. Peters, associate ex-
ecutive director, health and hos-
pital planning, Council of South-
ern New York Inc., warned that

are

your
recrL Iters

bui'ding
language -
barriers

9
This is the Chinese word for salary.
We're using it to dramatize a
conviction of ours-that the

corporation recruiter who allows
"salary" to monopolize his
conversation figures to be about
as winning, in the long run, as
Mao Tse-tung.

Sure, salary is a good recruiting-type
word. But it's also something the Government
chews up in ever-increasing chunks.

To get and keep key people today,
a corporation must bgable to present
benefit programs... competitively.
That's where·we come in. Recruiting
is our iump-off point... the'vital
element built into the whole

wide range of our benefit
programming. This means
we probably do more
shaping and tailoring thah any
other carrier around. And this helps
explain why our Group Life in force was
up 30 in 1967.

We'd like to tell you more. About
our SEE (Successful Employee Education) Kit,
for instance...a basic part of our
programming because it drives home, to
employees, precisely what it is they're being
given. But we can't do it here. Fill out the
coupon. Better yet, call one of our people,
and he'II bring a SEE Kit with him. He'll talk
turkey to you about it. No language
barrier there.

Nnmp

Company

AddrARs

7

Please send me a sample SEE Kit, plus "The Flying Cloud"
...a handsome 19 x24 color print, very suitable for
framing.

Title

t

although areawide planning is
here to stay and will unquestion-
ably become an accepted part of
the health care system, "don't
expect too much from it too
soon."

His two fellow panel members,
Vernon R. Burt, executive vp,
Blue Cross of Northeast Ohio,
and Lawrence A. Hill, professor
and director, program and bu-
reau of hospital administration,
University of Michigan, de-
scribed what's being done na-
tionally and on a local basis with
the reimbursement incentive pro-
gram.

Mr. Hill warned that hospital
and medical costs are rising
faster than any costs in our econ-
omy" and for this reason "em-

PROVI IDENT
MUTUAL--lim= LIFE
INSURANCE COMPANY OF PH,LADELPHIA

P.O. Box 7378, Philadelphia, Pa. 19101

At the Kemper Insurance Cos.' breakfast during the AMA fall insur-
ance and employe benefit conference from left clockwise are: Richard
C. Giblin, Johnston Insurance Inc., Omaha, Nebr.; Nick Khoury, Cincinnati
Gas & Electric; Paul Ozan, Americar Greetings Corp.; Walter R. White, com-
mercial lines sales manager for Kemper; H. G. Everill, Cincinnati Gas &
Electric; Mrs. Roy Houtz, Frank C. Alderson and Mrs. Alderson, all of In-
surance Audit and Inspection Co.

phasis is being placed on pay-
ment of incentives."

He pointed out that with
charge or cost reimbursement
"there's really no incentive to
cut costs" but with a payment
process based on incentive "you
place a control on costs."

Social Security legislation
provides for setting up experi-
mental reimbursement pro-
grams. Mr. Hill said that over 57
such programs have been regis-
tered with Social Security but
"most of these are in outline
form and haven't gone to the ex-
perimental stage yet."

He said that some plans are
based on work measurements or

productivity standards; others
call for employing industrial en-
gineers, while a few plans call
for rewards or penalties for hos-
pitals which follow certain pro-
cesses.

He criticized the proposed
schemes because they fail to pay
enough atfention to the physi-
cian and don't motivate hospital
management through some type
of incentive program.

MR. HILL briefly described
four plans which have been
awarded federal grants. These
include two plans in New York
and one each in Maryland and
Connecticut.

For instance the Connecticut

plan selected seven hospital de-
partments which will be judged
against each other within a hos-

pital and against departments in
other hospitals.

Meanwhile, a California plan
rates the completeness, effective-
ness and soundness of health and

welfare plans. The rating system
consists of a battery of stan-
dards, each with an assigned
weight, which individual plans
will be able to apply as a com-
parative measure.

Mr. Hill reminded his listeners
that a financial incentive ar-
rangement is a new and untried
concept. "We should not become
too impatient for results," he
added.

MR. BURT outlined what his
group in Northeast Ohio is at-
tempting to do with an incentive-
reimbursement type arrange-
ment. He said that his plan has
been reimbursing on a cost basis
for some 20 years without regard
to charges except for maximum
limitations.

The plan that "we are experi-
menting with is a combination of
decentives and incentives," he
said. If costs at a given institu-
tion increased faster than for in-
stitutions in general, that hospi-
tal may be penalized. However,
if costs are below the general
trend, an incentive is paid.

He warned his listeners that
any plan, if it hurts the quality of
hospital or medical services,
"must be junked." He said that
his group will review the reim-
bursement program. •
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AIM hascome from Numbert
gomber Three.

\

We must be doing somethin right!

Specialists in all forms of Aviation insurance

AVIATION INSURANCE MANAGERS, INC.
C. Anthony Winser, Executive Vice President

610 POYDRAS STREET, NEW ORLEANS 7C 130
AND IN LOS ANGELES, HOUSTON AND ATLANTA
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Rehabi/itation depends
upon nondup/ication 1Elmir -
of emp/oye benefits

':

CHICAGO-Rehabilitation ex- ferred to the problems of the 1. H' '25. 9.*B
.

perts have cautioned employ- drug addict, alcoholic or the
ers that salary continuation pro- mentally 111 "By sending dis-
grams or duplication of benefits ability checks, you only add to
in disability cases can be de- their problems," he said Mr 1-*..

terents to successful rehabilita- Welch suggested that riders or
tion of an injured employe endorsements be added to poh-

Employe benefits managers at cies saying that unless an em- k - %*<

an American Management Assn ploye participates ln rehabilita-
41

.... 1 i M..424 ->3annual conference were called tion he will not receive benefit

.upon to coordinate workmen's checks 4

compensation, salary continua- He urged employers to look on <Ir ,
tion and other disability benefits drug addiction and alcoholism as .

with an effective rehabilitation a disease and not to fire employes
ry

program Several speakers re- with such diseases but get them
ferred to cases in which an in- rehabilitated Participants assembled in Chicago at the AMA fall .onference 01 Fisk Management in an Expanding Economy

Jured individual refused rehabili- Mr Welch reminded his listen- for a discussion on capacity and the Londcn market

tation because he was making ers "that you won't rehabilitate a
more money from disability pay- drug addict, alcoholic or mental-
ments then he had been earning ly ill patient, if you keep sending
on the Job him those disability checks Buyers' rewa rd for beating down

L Ronald Hogg, assistant di-
rector of rehabilitation advisory HE CONTENDED THAT "re-

service, General Reinsurance habilitation and salary continua- rates is undercapacity, AMA told
Corp, New York, pointed to one tion can be done but everyone-
case in which the individual's the employer, employe, insurer, CHICAGO-Capacity woes vessels in the London market and John A Diemand Jr vp of In-
gross earnings at the time of in- agent, family and doctor-have held center stage of the American m the American syndica- e "3ut surance Co of North America
jury were $304 per month Fol- to work as a team " Management Assn 's fall iTSUr- we are continually seekir g to ln- contended that there is "plenty
lowing injury, he was receiving John A Antonakes, supervis- ance conference here terest other markets m oir r:sks of capacity, but those who control
$42 per week in compensation ing examiner, workmen's com- The viewpoint was advanced by the passage of risk informa- .t are "not willing to offer lt for
plus $261 per month in Social pensation division, Liberty Mu- at U S underwriters have tior to them long before 've have sale at the prices currently avail-
Secunty disabihty benefits or a tual Insurance Co, Boston, Flenty of capacity-1-the nonlife any need for their participation," ab e '
total of $443 per month, all tax- called on employers to tailor insurance industry has assets of he explained Mr Diemand said the next

free money "He was living make disability programs within $24 b111107 and surplus of $18 Mr Johnson said "the forward- time buyers ask themselves what
rather well from that stand- the scope of workmen's compen- oillion-bit they don't wart to looking assured must now share has happened to capacity they
point," Mr Hogg said sation laws. "Look at the laws, -se it because buyers have done in the management of his risk m shou-d also ask when they last

they vary widely," he said too good a Job in playing one in- an active way and to do this he appeared at a rate hearing to
HE SAID THAT the secret in He said that m spinal cord in- surer against another to beat must devote his time, talent and support a company seeking

solving this case was in getting juries cases when only work- down premiums money " He suggested, for in- -ligher premiums
the claimant gainfully employed men's comp was avilable, 37% of "In recent years the assureds stance, that the buyer beat the in- "You might also ask yourselves
because such occupation would the injured regained employ- had it a tit too much their way, surance carrier to the punch in what you are going to do in the
reduce further medical compli- ment, now with federal and in- and practices of beating down the asking to assume a deductible immediate future to assist

cations and eliminate compensa- dustrial benefit programs, the underwriters by brokers and The insurance execut.ve said Superintendent Stewart of New
tion indemnity figure has dropped substantiallly assureds, 2.oupled with an appar- that Sea-Land's self irsurance York in achieving an open rat-

George T Welch, director of "Know the workmen's comP ent inability of insurers to pre- program is set at 60% if its ing law in the state
rehabilltabon, Insurance Co of laws m the states and make your vent the downward pricing premium cost so that all levels 'What support have you given
North America, Philadelphia, re- Continued on page 6 trend, have resulted in the re- of its operation will remain to efforts to free domestic com-

trenched market we have with us "sensitive to the consequences of panies from regulatory shackles
today," :ccor(ling to Paul C failure to forsee areas where loss which inhibit their ability to

Benefit communication Johnson, manager of insurance at prevention activity shoLld have provide insurance on a par with
Sea-Land Service Inc, Elizabeth, been exercised ur.licensed insurers')" Mr Die-

NJ ' The firm': claims organization mand also wanted to know

is maior challenge is also being increased to provide
MR. JOHNSON said that his management with central knowl- Wn,LIAM A. D. HARE, di-

firm antcipated the retrenched edge of the effects of Sea-Land's rector of client services of EBS
CINCINNATI-A maJor prob- the problem the company has .nsurance market and placed claims control policies,' he Management Consultants, New

lem of employe benefit managers two personnel assistants to keeP coverage for its contalnerized added Continued on page 4

of both large and small compa- in contact with the retirees and
nies in this area can be summed guide them in matters pertaining
up in a word-communications to benefits and pensions

William Clay, personnel direc- The Cenco company's prob- AFL-CIO distressed' ..

Medi-Cal
tor of Cenco Products, manufac. lems with health insurance have
turer of fasteners and staples been compounded by a rapid ex-
here, said his biggest problem is pansion in payroll
getting physicians to fill out the The company purchased cov- by heart case stands probe shows 
proper forms erage from a private insurer 'abuses'

three years ago when employ- CHICAGO-The AFL-CIO has Also, he noted that in calculat- 1

The company, which employs
about 1,000 people, has Just

ment was about 350 The plan voiced "distress" at what the ing the premiums for workmen's SACRAMENTO-An eight-

added a full-time employe to ex-
was more economical, explained union th: nks is a "calculated ef- cornp coverage insurance car- month investigation of "unscru-

pedite the claims. Mr Clay
Mr Clay, because the private fort by special interest groups" to riers don't consider whether an pulous" practices in California's

pointed out that this adds $6,000
cornpany based 1ts rates on the eliminate workmen's compensa- employer has workers ·vi:h car- Medi-Cal program has been corn-
experience of Cenco's employes tion m most heart cases among diac impairment

to the company's cost of adminis-
pleted by the State Attorney

Blue Cross, he said, based ltS workers Mr O'Brien said annua'. re- General
tering a health insurance pro-

rates on area-wide experience The efrort, according to James ports of state compersation
gram, but before the assistant

Charles A O'Brien, chief dep-
R O'Brien, assistant director of agencies, although not widely u:y attorney general, said the

was hired the personnel director NOW BLUE CROSS has a the AFL-CIO's department of available, show that in some probe had turned up "fairly sub-
spent as nluch as 25% of his time merit rating systern for individ- Social Security, continues de- states less than one-ten:h of 1 % stantial abuses by pharmacists,
in chasing records ual companies and offers the ad- spite the fact that state legisla- of workmen's comp cases in- physicians, hospitals and rest

ditional benefit of less paper tures hare specified heart disease volve heart cases homes "

THE CINCINNATI & Subur- work as a compensable injury He said Double billing and fraudulent
6an Bell Telephone Co, with There seems to be a lack of courts lawyers and doctors EVEN GRANTING THAT charges may have Cost California
4,700 active employes. has indi- understanding about what the "support this position " heart disease iS On the rise, com- millions of dollars of overpay-
vidual departmental personnel private plans cover, said Mr Mr O'Brien singled out em- pensation should be decided on ments, possibly as much as $25

manaseenrrsaithe general person-and several Clay ployers and Insurance companies wnether a worker's occupation million or about 6% of total
The telephone company has a for tryirg to "raise fear in the contributed to his d.sease and spending

nel department who spend part basic medical expense plan with public mmd" that heart disease layofT, Mr 0'Brien maintained ' The sums are substantial,"
of their time assisting workers in Medical Indemnity of America, coverage will cause companies to If heart cases are denied cov- Mr O'Brien said, "but will not be
the processing of medical claims which is administered by local refuse to hire workers w ith a erage, there is no rationale for anything like the $100 million or
However, Charles Mendell, em- Blue Cross, and in addition an record of heart trouble not eliminating many other 23% of all Medi-Cal funds previ-

ploye beneSt secretary, said the extraordinary expense plan with chronic diseases which offer dif- ously discussed We also want to

biggest communications problem a private insurance carrier "AN EMPLOYER DOES not ficulties in determining their cas- emphasize that not everyone in
is with the company's 700 retired The overall health insurance have to pay a higher premium if ual relationship to a worker's Job, the program is a crook "
employes plans administration became he employs persons with heart the union executive stated. In Los Angeles deputy at-

Insurance is a subject foreign more complicated with the ad- disease whether these persons Such a course, Mr O'Brien torney general Herbert Davis,
to most employes, said Mr Men- vent of Medicare for those re- have a higher accident rate or warned, would lead eventually head of the Department of Jus-
dell, and many employes either tirees age 65 and over and neces- not," Mr O'Brien told a confer- to "complete deterioration- of tice health plan registration unit,
do not read company literature sitated setting up a medical ex- ence on stress, strain and heart the workmen's compensation added, "The shady practices in-
or do not fully understand its pense plan to cover costs not disease sponsored by the Ameri- s>stem and "severe injustice" to volve all aspects of medical
many complexities To relieve covered under Medicare • can Heart Assn workers • care'
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Computer analysis improves claims costcontrol
CHICAGO-Loss ratios may

be the name of the game in
group accident and health cover-
ages. but they don't always tell
the full story.

Computer analysis of claims is
one way to provide employe
benefits managers with more
complete cost information and
better claims cost control.

Loss ratios represent the rela-
tionship of premium to benefits
paid. Typically, insurance car-
riers report an insured's loss
ratio on the various major provi-
sions of an accident and health
policy, such as hospital confine-
ment, hospital service, surgery
and major medical.

However, loss ratios will not
tell the insured or insurer where
the benefits are going and who is
getting how much.

A number of insurance com-

panies, consultants and brokers
are using computer analysis of
varying types and varying levels
of sophistication to determine the
effectiveness of group plans.

The analysis can show, for ex-
ample, how much certain provi-
sions of the plan cost, what vari-
ous medical services cost, how
the plans might be redesigned to
better cover employes or save
the insured money and provide
an employe benefits manager
with information to give his
management on why this fringe
benefit costs as much as it does.
In addition, management can use
computer analysis to spot claims
patterns that may be excessive
or at least higher than average,
and in that way better control
claims cost.

One such computer program
called "operation claimtrack" is
offered by Continental Assur-
ance Co. to its large accounts,
usually meaning those generat-
ing more than $100,000 in pre-
miums. On a rather complex in-
put sheet, the claims adjuster
codes such'things as the name of
the insured, the name of the
claimant, doctor's name, hospital
name, days of confinement, diag-
nosis, surgical discription, cov-
ered expenses, benefits payable
and total cost of various services.

WITH SUCH A complete
range of information, the com-
puter can compare costs of indi-
vidual claims and various classes
of costs with national averages
or in relation to premiums paid.
The employe benefits manager is

Improve your profits:
let Johnson & Higgins
give your medical coverage a
thorough physical.

able to see how effective the var-
ious provisions of his hospital
and surgical plan are in covering
an average employe's medical
costs. For example, an employer
would be able to see that for each
$100 of medical bills, an employe
was insured for so many dollars
of that amount.

An insurance buyer would also
be able to see how to redesign his
benefit package to improve cov-
erages or to cut the cost of cer-
tain coverages. For example, one
Continental client used this re-
port to show unions how to best
allocate the money set aside for
improved fringe benefits.

In another example a large
manufacturer with several plant
sites generating more than $1,-
000,000 of premium annually dis-
covered an inordinately high

A johnson & Higgins examination often reveals
infirmities in the healthiest-looking medical
plans. As brokers and consulting actuaries in
the field of employee benefits, johnson &
Higgins can introduce economies that will make
your medical coverage - and your P&L state-
ment- look much healthier.

In reviewing your medical insurance, for
example, J&H studies the levels of your benefit
payments. Are they too high? Or, in view of today's
soaring surgical and hospitalization costs, are
the benefits less than management had in mind

when the present plan was-
announced?

We check also to be sure you
are not wasting money through
duplications in coverage. Or making

duplicate payments where benefits are available
under another plan. In addition, J&H can analyze
claims over a period of time to ascertain whether
premium levels-including requested premium
Increases-are proper.

We help you determine,if you are paying for
unnecessary coverage which, although admit-
tedly popular, is in our view·distinctly in the
expendable "fringe" category.

After studying your needs painstakingly, J&H
presents the new program inacoordinated report
for management. One you can understand. One
which can be translated into a program of contin-
uing communication to youremployees and their
families.

J & H can help you solve other insurance prob-
lems profitably, too.

Loss control is cost control. Every J&H office,
American and foreign, offers you special services
designed primarily to reduce your losses or re-
duce detail work-the help of experts in such
areas as safety control, property loss analysis,
packaging and containerizaticn, claims prepara-
tion and average adjusting.

We helpyou operate more profitablyoverseas.
We know how to deal with the widely varying re-
quirements and customs of foreign countries in
American terms. This enables you to operate
more profitably and to centralize control of your
worldwide insurance and employee benefits
programs.

As brokers, we are on your staff, but not on
your payroll. Ourbenefits planningskills,our
capability in designing insurance programs, plus
the helb of our specialists provide a depth of
service few firms try to match. Our continuing
aim js to improve your profits.

If you are not now gettingthe kind of attention
and service Johnson & Higgins provides, it is defi-
nitely to your advantage to get in touch with Seth
S. Faison, Vice President, New York. Or with the
President of the J&H subsidiary nearest you.
There are seventeen locations in the United
States, five in Canada and fifteen in other parts of
the world.

Johnson & Higgins
63 Wall Street, New York, N.Y. 10005
Teleph6ne: (212) 944-3160

pital confinements.

BY ANALYZING THE claims,
it was determined that doctors
were using hospitals as a diag-
nostic service for the employes.
The insured subsequently added
an X-ray and laboratory rider to
his plan which cost approximate-
ly 50% of what was saved by
keeping elaimants out of the
hospital for short stays.

The "claimtrack" report shows
the approximate number of in-
sured persons, the number of con-
fnements, percentage requiring
hospitalization, type of hospital
accommodation, total number of
days confined and average hos-
pital charge per day.

Because the name of the doc-
tor , and hospital is recorded,
charges for various services pei·-
formed by a doctor and hospital
can be tabulated and a profile
determined.

Other reported items include
significant large claims by name,
amount paid and reason. The
Continental report is sent to the
insured every six months. •

Buyers' ...
Continued from page 3

York, was forced to cancel his
scheduled talk to the AMA
when he went into the hospital to
have a kidney stone removed
(he's doing fine). In his prepared
remarks, Mr. Hare suggested
that the airline industry might
use the untapped funds of the
life insurance industry to come
up with the needed capacity t6
insure the jumbo jets and super-
sonic aircraft of the future.

"It seems that the fight to ex-
clude investment income return
from underwriting operations is
a long-term operation in futil-
ity," Mr. Hare stated.

"The justification for the

allowable rate of return and its
becoming reality would be as a
result of forcing a profit oriented,
publicly financed concern to in-
sure areas where prudence would
otherwise require rejection."

"THE MOST effective way to
achieve coverage and 6btain the
financial facilities of this market
would be for the life and accident
companies to write some form of
an open group life policy on each
aircraft or airline seat, rated
probably on a gross receipts basis
determined by proj ections on
past facilities," Mr. Hare said. 1

He said there are "pitfalls" in I
this scheme, including regulatory
roadblocks, but the EBS ex-
ecutive said that the plan is "one
of the possibilities of capacity ex-
pansion through a presently un-
used market."

Mr. Hare also suggested that
insurers be granted "an allow-
able rate of return," as with
public utilities, in order to in-
crease capacity.

David V. Palmer, a partner of
Willis, Faber & Dumas Ltd.,
London, said that buyers and
their brokers "are simply faced
with a seller's market as regards
price and amount of cover."

The London underwriter, he
said, must "increase rates, scI·u-
tinize exposure and select risks
much more carefully, and pay
more meticulous attention to the
breadth of insurance granted."

"I· doubt very much that .we
shall see any market easing in
the next year or so and indeed
markets may get even tighter,"
Mr. Palmer warned. •
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Business
Life Insurance.

For the life

of your company.

Employers Insurance of Wausau has a unique plan de-
- signed to extend the life of your company beyond the lives

of your important men. We call it Business Life Insurance.
A Business Life Policy enables you to continue your

stride should an important man die. So you're financially
stabilized until someone fills the void. It also related your
future plans to your present ones. And the Wausau way gives
you more than just another form of protection. Our business
life is specifically designed for your business objectives.

That's really what business insurance is all about.
We've concentrated on business insurance for 57 years. And

we feel that gives us a slight edge.
Get the full story from your Employers Insurance man. And

have your business life insurance handled in a business-like way
... by the people who know business insurance like nobody else
in the business.

the business insurance people.
4

Employers
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Feast of favors'
SAN FRANCISCO-A "feast

of favors" has created the big-
gest problem in group health and
life insurance for both buyers
and sellers in this geographic
area.

"The problem of making a
choice among all the packages
available is almost as considera-
ble as that faced by new car buy-
ers in selecting from among hun-
dreds of different models."

This was the comment made to
Business Insitra·nce by one insur-
ance buyer who must keep some

30,000 employes happy with their
company life and health pro-
grams.

THE SAME REFRAIN came
from all the corporation execu-
tives contacted. Most pointed out
that group health and life is
normally in the province of the
personnel department.

"As corporate insurance direc-
tor," it was explained by the offi-
cer of a large building janitorial
service, "I don't get into this area
until it comes down to actually

is problem for West Coast
makin,g the purchase.

"I do know, however, that our
personnel people often are quite
confused by the vast array of
alternative choices they have
available 50 them."

THIS PROBLEM of selection
was one of the prime reasons for
the creaticn here in May, 1967, of
The California Pacific Employers
Association Inc., an organization
somewhat unique in the group
health and life insurance fields.

CPEA was established by

11 4

President George Gazulis, after
12 years in the group insurance
and mass marketing fields, and
Executive Secretary Harold L.
Grant, who left his job as re-
gional group sales manager of
State Mutual Life to "create a
new concept."

The corporation now controls
six multiple-employer trust ve-
hicles. These mass market a wide
range of employe benefit pro-
grams, with emphasis on serving
the smaller employer.

"Use of the multiple employer

225

trust vehicles," Mr. Grant told
Busiuess Insurance, "enables us
to market insurance programs
under the California Insurance
Code and permits us to offer
group insurance programs to
companies with as few as three
employes.

"BECAUSE OF the mass pur-
chasing power of as many as
1,000 small employers joined to-
gether, we are able to negotiate
with insurance company carriers
the kind of group benefit pro-
grams that normally are not
available to the smaller em-
ployer," he said.

"Since more than 86% of all
California businesses employ
less than ten people," Mr. Grant
continued, "we felt there was not,
only a great need but a tremen-
dous opportunity for an organiza-
tion such as ours."

CPEA operates on a "whole-
sale" basis, acting as general
agents. The program is marketed
through independent insurance
agents and brokers, who retail
the product to their small em-
ployer clients.

Currently the organization has
more than 300 licensed agents
and brokers. The market is es-
sentially in California, but CPEA
does handle business in other
Western states.

PRODUCT LINES currently
include group life, group acci-
dental death and dismember-
ment. group long-term disability,
and group major medical.

"At the moment," Mr. Grant
said, "we also are putting to-
gether a group dental program,
Within the next six months we
hope to be able to offer a group
retirement program, tied in with
the Keogh Act for self-employed
persons."

Different companies under-
write different coverages. The
basic carriers now utilized are
Fireman's Fund, American
Home of New York and Equity

Continued on page 54

Rehabi/itation..
Continued from page 3
plans jive with the laws," he
said.

Mr. Hogg reviewed some of
the changes in the laws and
said that the "concept has been
greatly expanded since the first
act went into effect in 1911."

He pointed to the increases in
maximum weekly income bone-
fits, the elimination of time limits
for payment of income benefits
on permanent and total disabil-
ity cases and the expanded med-
ical provisions.

Dr. Joseph J Panzarella Jr.,
associate director of specialized
services, Institute of Rehabilita-
lion Medicine, New York Univer-
sity, and a consultant for Con-
tinental Insurance Co., described
is directed by a specialist. Re-
the rehabilitation process which
habilitation. he said. s a com-
bination of physical medicine,
electrotherapy and therapeutic
exercises. "And with every in-
jury and resulting disability,
there is of necessity a psycholog-
ical reaction."

All panel members agreed that
motivation through the spouse,
is one important factor. •

Cowan gets promotion
Ross C. Cowan, manager of the

excess and special risk depart-
ment of the New York branch
ofice of Fireman's Fund Arner-
ican Insurance Cos., San Fran-
cisco, has been promoted to the
post of resident secretary-excess
and special risk.



Everyone benefits from
Lincoln National Life's

Group Ordinary!

Employees
benefit

Employers
benefit

Agents and
brokers benetit

. J
/

because they get the option of permanent life insurance instead
of just term-and no physical is required. Coverage can go on,
even if the job doesn't. Cash values build up. And premiums
are lower, because the employer chips in.

because they can offer an attractive new fringe benefit at little
or no extra cost.

because they can often sign up dozens of policyholders under
one roof (each at a high ordinary - type commission) without
time lost in prospecting.

• Write or vall for our Group Ordinary sales kit and GO with
the plan that benefiti everyone !

LINCOLN

NATIONAL

LIFE
Its name indicates its .character

THE LINCOLN.NATIONAL LIFE

LIFE . HEALTH . ACCIDENT

INS.URANCE COM.PANY. FORT WAYNE. INDIANA

ANNUITIES GROUP PENSIONS
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Bailey to hel o formulate ASIM
positions on egislative matters

WASHINGTON-James E. F
Bailey has been appointed legis-
lative counsel for the American

Society of Insurance Manage-
ment.

Mr. Bailey will oversee
ASIM's activities involving in-surance regulation on state and 0
federal levels.

Duties entail helping to formu-
late and make known ASIM's

position on legislative matters to
Congress and regulatory bodies
in Washington as well as to dis-
perse legislative information to
ASIM members throughout the James E. Bailey

country. which hasn't been heard until
"We will be a constructive now."

voice for ASIM," Mr. Bailey told ASIM members, he said gen-
Business Insurance, "a voice erally "want to keep the markets

The trouble with most

Group Ordinary products?..

, open and don't want restrictive
legislation."

Mr. Bailey's appointment comes
shortly after the opening of a
Washington office of the Assn.
of Private Pension & Welfare

Plans, which was established to
give private business a "stronger
voice" in determining pension
legislation and regulation."

ASIM, which Mr. Bailey de-
scribed as a "potent consumer
group" that invests $8,000,000
in premiums annually, has a big
stake in insurance legislation
and regulatory decisions.

"We will take a constructive,
and, if necessary, critical view of
pending insurance legislation,

Continued on page 50
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EXTRA GROUP ORDINARY

The trouble with most Group Ordinary products is that's
what they are-ordinary products.

It's a shame too. Group Ordinary is one of the most
desirable employee benefits to come along iA years. It
enables you to offer your employees permanent life in-
surance protection at bargain rates - usually without
evidence of insurability. While employees accumulate
cash value, you stabilize your group insurance costs and
save money in the long run.

NWNL's EGO gives you something a little bit extra-like
the availability of first year cash values, high paid-up in-
surance values, an additional income purchase fund to
supplement retirement benefits or the choice of two ap-
proaches to the employer's contribution to a plan.

That's why we call ours Extra Group Ordinary.-
short. Write for a copy of the Primer. It's basic.

 NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

BOX 20 • MINNEAPOLIS. MINNESOTA 55440
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Info for Buyers offers ma-
' terial that Business Insurance

believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-

rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:

Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

• For a free copy of the Lincoln
National Life Insurance Co.'s
booklet on its Group Ordinary
Life, write Mr. Howard E.
Steele, 2nd vp' at the company,
st 1301-27 South Harrison St.,
Ft. Wayne, Ind. 46801. The book-
let uses a sample case to explain
the rider attached to this group
term life insurance. The rider
gives each employe the option of
having insurance with perma-
nent values... both cash and
paid-up... instead of the term
plan alone.

• A new film is available on
burglary-resistant glass. The film
is a color demonstration of Secur-

Lite, by Amerada Glass Co. An
interlayer of lamination holds
the glass firmly in place even af-
tar it has shattered, which hap-
rens only after repeated heavy
tlows. For further information,
write Secur-Lite Film, Amerada
Glass Co., 2001 Greenleaf Ave.,
Elk Grove Village, Ill. 60007.

• Bayly, Martin & Fay, Inc., in-
ternational insurance brokers,
tave published a booklet entitled
Engineered Insurance and Risk
Management Counsel. A table
coordinating loss exposure and
available protection is included,
as well as a chart explaining
what the client should expect.
from the broker and what the
troker expects from the client.
For a free copy, write Mr. Wil-
1:am M Bauman at the company
at 3200 Wilshire Blvd., Los An-
geles, Cal. 90005.

1 .

• What You Can Do about

Drinking and Driving is a short
brochure released by the Insur-
anceInstitute for Highway
Safety. The letter-size leaftet,
used as an employe handout,
provides facts on the misuse of
alcohol and focuses attention on

the national highway safety
standard on alcohol in relation to
highway safety. The IIHS offers
the leaflets in lots up to 1,000 at
no cost by writing to the Director
of Public Relations, Watergate
Office Bldg, 2600 Virginia Ave.,
N.W., Washington, D.C. 20037.

• The National Safety Council
has released two pamphlets
which emphasize for employes
how to avoid falls while on the
ground, using ladders or simple
office equipment like swivel, tilt-
back chairs. The proper way to
use a ladder or scaffold is illus-

trated and pictures are used to
demonstrate the proper way to
take a fall. Sample copies of
Don't Fall Down on the Job and
A Visit to Office Falls are availa-
ble to businesses by writing to
the council at 425 N, Michigan
Ave., Chicago, Ill. 60611, on your
letterhead. Ask for quantity
prices.

• Recent Improvements in So-
cial Security Disability Insur-
ance Benefits defines disability
and benefits for workers disa-

bled while young. Special provi-
sions for the blind and new bene-
fits for disabled survivors are al-

so discussed. Copies are ten cents
each from the Superintendent of
Documents, U.S. Government
Printing Office, Washington, D.C.
20402.

• A 16-page brochure outlining
in case-history form services that
corporation counsel may obtain
from Lawyers Title Insurance
Corporation is offered free.

Cases in land acquisition, refi-
nancing, merger, and employe
transfer are presented. For a
copy of What Is a National Divi.
sion, write to the corporation at
P.O. Box 6-J, Richmond, Va.
23215.

are some

risk managers
better

managers?

We think so. These are the managers who are constantly
improving their company program... simplifying...
innovating... obtaining more real protection, yet doing it
economically.

The formula of success for many of these alert insurance
managers has included an objective study by Corporate
Policyholders Counsel, Inc. We aren't a market, nor are
we producers. We are a grjup of professional insurance
specialists who are well qualified to augment a company
insurance staff... provide recommendations on questions
that relate to insurance... and to see that these approved
recommendations are successfully carried out.

Is it possible we could help you achieve better insurance
management? Let's talk it over. Corporate Policyholders
Counsel, Inc., 20 N. Wacke,- Drive, Chicago 60606, Phone
Area 312/FR 2-8225. Send for Brochure CP-68
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• Embezzlement Controls for

Business Enterprises features a

check list of internal control pro-
cedures compiled by the Fidelity
and Deposit Co. Other chapters
are devoted to fraud exposure,
cash receipts and disbursements,
electronic data processing and
honesty insurance protection. In-
dividual copies are free from Mr.
A. Macdonald Rees, Advertising
and Public Relations Dir., at the
company at Charles & Lexington
Sts., Baltimore, Md. 21201.

• In response to expansion of
government activity in the U.S.
and Canada, new private cover-
ages, changes in valuation laws
and regulations and changes in
the annual statement blank, the
Society of Actuaries has released
a new edition of its textbook,
Health Insurance Provided

through Individual Policies. The
most · substantial. changes are
in chapters on benefits and policy
provisions, policy forms and an-
nual statements. The volume

may be ordered from the Society
of Actuaries, 208 S. La Salle St.,
Chicago 60604.

• Firesafety Fundamentals -
Vol. 1, When Fire Strikes, gives
step-by-step action to take after
discovery of a fire. It discuss-
es the four types of fire and
the various kinds of extinguish-
ers commonly used and their op-
eration. The automatic sprinkler
system is explained and points
on prevention are listed. Single
copies of the booklet are free
from the Publications Dept., Fac-
tory Mutual Engineering Corp.,
Factory Mutual System, 1151
Boston-Providence Turnpike,
Norwood, Mass. 02062.

• A new director's and officer's

liability booklet has been pub-
lished by the American Home
Assurance Co. It was created to

help explain to top management
the need for this coverage and
how it works. Free copies are
available from the company, De-
partment A-14, at 102 Maiden
Lane, New York 10005.

• All Risk Management is a 20-

page brochure explaining a new
concept from American Mutual
Insurance Cos. All risk manage-
ment uses the traditional ser-

vices of insurance not just to
protect assets but to help build
them. It makes insurance a force

for profit instead of just protec-
tion. The program begins with
an analysis of total business op-
erations rather than review of,
insurance policies, and maintains

a working balance of all the cus-
tomer's productive assets within
the change and growth of his op-

erations. The booklet is free by
writing the American Mutual In-
surance Cos., Wakefield, Mass.
01880.

• A handy Emergency First Aid
Instruction sheet is offered by
the Mid-America Chapter of the
American Red Cross. The item,
which could be used as an em-

ploye handout or placed in cen-

trally located work areas, lists
emergency treatment for

wounds, burns, stoppage of
breathing, heart attack, heat ex-
haustion, shock and other acci-
dents and illnesses. The instruc-

tions are quickly read and easily
understood. For free copies write
the chapter at 43 E. Ohio St.,
Chicago 60611.

• A 35-page booklet, A Basic
Outline for a Company Program

on Alcoholism, is provided as a
public service by the Christopher
D. Smithers Foundation, Inc. It
discusses recent progress in the
study of alcoholism and provides
a chart on the stages of the dis-
ease and what businessmen

should do about them. Write the

foundation at Rm. 1201, 405 Park
Ave., New York 10022.
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Four aerospace firms sign with UAW
DETROIT-Members of the

United Auto Workers Aerospace
Division have achieved an ex-

panded package of employe
benefits in negotiations with four
of the giant companies in the
aerospace industry. Improve-
ments and innovations were won

in such diverse fields as: pen-
sions; life insurance; hospital,
medical . and dental coverage;
drug and psychiatric coverage;
supplemental unemployment
benefits, benefits for dependents,
sickness and accident coverage,
long-term disability and savings
and investment.

The companies with which the
union settled were Boeing-
Vertol, McDonnell-Douglas,
North American Rockwell Corp.
and Ling-Temco-Vought.

Each of the settlements includ-

ed a "healthy" wage increase and

job security, in addition to the
lucrative pool of employe bene-
fits.

DURING NEGOTIATIONS,
union representatives were at-
tuned to the growing trend
of increased hospital-medical
surgical benefits now being pro-
vided by large companies, and it
is in this field that some of the

major provisions were secured.
Workers at North American

Rockwell and LTV have received

full hospital coverage for work-
ers, both active and retired, and
their families.

This includes payment, up to
one year for hospitalization in
a semi-private room, all miscella-
neous hospital charges and full
maternity coverage for employes
and their dependents.

In addition full cost of care in

a convalescent or nursing home
will be paid for 730 days. Two
days. under convalescent care
will be equal to one day of hos-
pital care

At MeDonnell-Douglas full
payment will be made for the
first ten days of the hospital
stay, and after that an allowance
of up to $39 a day for a year Will
be provided to alleviate hospital
costs. All incidental hospital
services will be provided. The
company also agreed to ·con-
tribute high payments for .phy-
sician services.

THE BOEING-VERTOL agree-
ment, similar to that of LTV and
North American, also provides
full payment for in-hospital phy-
sician care up to 365 days per
admission, 45 days for psychiatric
care and 30 days of care for

tubercular patients, as well as
.diagnostic X-rays, laboratory

procedures, out-patient surgical
. procedures and ·specialist con-

sultations... The last-mentioned

provision is also a feature of the
MeDonnell-Douglas plan.

Another attractive benefit at

Boeing-Vertol is that disabled
workers who require medical
attention will receive a maxi-
mum of 21 office and home visits

per' year by a.physician at no cost
to the worker.

Industry's growing awareness
of the psychiatric needs of its
workers was.also apparent in the
aerospace negotiations, as all

* four companies agreed to some
provision for psychiatric out-
patient care.

At Boeing-Vertol patients will
have full psychiatric treatment

Continued on page 16

The end of naked, nameless,
faceless, mass-oriented
business life insurance.

4 L
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How you (and your company) often appear in life insurance rate books. You deserve better.

e
Revolutionary new COMP-U-TERM
treats your needs-business or
personal - as one-of-a-kind with
infinite choices for customizing
life insurance.

There is absolutely nothing else
like it on the market.

COMP-U-TERM introduces

insurance benefits tailored to your
precise business needs-free of rate
book standardization. With it you

© CA, 1968

can have benefits that increase, more one-of-a-kind. It can save you

decrease, or remain level in money, because it's tailored to

any pattern you desire to meet your your needs.

specific needs-no matter how unusual. See your Continental Assurance

COMP-U-TERM is perfect for short man, or your independent agent.

or long term Key Man protection in Or write Mr. Robert G. Reed, Ass't.

your unusual business needs such as V.P.-Marketing, Dept. 109,310 S.

land development, construction Michigan Avenue, Chicago, 111. 60604.

operations, short term creditor
insurance, etc. COMP.U·TERM

COMP-U-TERM is an inventive new makes business

concept in financial planning. It can Life Insurance /
make your insurance more vital, Mlikeaglove * e

Lote
ONTINENTAL SSURANCE G.

Creative Financial Planning
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 washington watch
8/ue Shie/d p/ans add 24 ne -
comprehensive hea/th benefits

WASHINGTON-In the con-

tinuing competition between the
Blues and private insurers for
the steadily expanding corporate
health insurance dollar, Blue
Shield recently attempted to
remedy a situation that has lim-
ited its area of activity.

The 72 separate Blue Shield
plans voted in a meeting last
month that each plan would
have to make available by April
1 of next year a comprehensive
package of benefits ranging from

vision care to drugs and includ-
ing such features as outpatient
care, alcoholism and home-and-
office. More than 24 benefits are
included in the package.

Major significance of the move
to employe benefits managers is
that it may give them another
option when emerging from ne-
gotiations. Currently, when com-
pany policy or union demands
dictate a comprehensive health.
care package, nationwide and
even some regional firms must

j 4
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either ignore Blue Shield as a
carrier or write in a number of
"exceptions" in areas of the
country where the Blue Shield
plans are not set up to offer cer-
tain types of coverage.

BECAUSE OF this, when talk-
ing to Blue Shield about a com-
prehensive health insurance
package, managers and union of-
ficials often have to wade

through a thick book of these
"exceptions." This is especially

. r
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true with firms that have plants
and sales operations spread
throughout the nation.

Parenthetically, the availabil-
ity of this added coverage
through Blue Shield could also
have the effect of broadening the
horizons of union negotiators
when they cofne to the health
insurance part of the bargaining.

In addition to this step, the
Blue Shield plans voted to re-
quire that each plan pay in full
the "usual, customary and rea-
sonable" charges of physicians,
Many of the Blue Shield plans
already employ this criterion
and the vote was an obvious ef-
fort to establish a nationwide ca-
pability for this type of physician
reimbursement.

"Usual, customary and reason-
able" is the language employed
by Medicare for physician reim-
tursement and has proved to be
one of the hardest- provisions in
the program for the government
to administer. Presumably this

..1.
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was in the minds of the Blue
Shield representatives when
they voted to establish a nation-
wide program for this type of
physician payment. By doing
this, they reasoned, they would
be in a good position to ease
the government's administrative
load in this area while broaden-
ing their own role in the giant
Medicare program.

ANOTHER IMPORTANT as-
pect of this move is that it will
eliminate so-called "income ceil-
ings" in national contracts when
the companies seek this elimina-
tion. Income ceilings have had
the effect of providing full cov-
erage for lower-paid employes
while executives were usually
billed more by MDs.

The two moves by Blue Shield
can be viewed as an aggressive
marketing tactic which, in at
least these respects, turns it into
a truly national organization and
therefore better able to compete
with the private insurers. But ·
there are also additional consid-
erations which deserve study.

Union, government and other
pressures currently are aimed
toward giving patients early and
comprehensive care in order to
avoid the relatively high costs of
hospitalization. The subject was
brought up repeatedly during
hearings· on the costs of health.
care in the last Congress by Sen.
Abraham RibicofFs (D., Conn.)
government operations subcom-
mittee. Government is particu-
larly interested in encouraging
early treatment since the incep-
tion of Medicare and the medical
welfare program of Medicaid.

Blue Shield's Chicago vote is
an apparent response to these
pressures. Significantly the list
of benefits in the package in-
cludes physical examinations,
radiation therapy-in or out of
the hospital-rental or purchase
of durable equipment and out-of-
hospital diagnostic X-ray, lab
and pathological services.

Obviously, Blue Shield is ea-
ger to be in a position to cover
early procedures especially since
this is one of the chief pitches
made by the AFL-CIO in its cam-
paign for prepaid clinics as an
alternative to health insurance. •

Comprehensive health
care benefits added

by Blue Shield
-including rou-

and post-opera-
and assistant at

1. Surgery
tine pre-
tive care

surgery.

2. Anesthesia services.

3. Radiation therapy-in and
out of the hospital.

4. Diagnostic X-ray in-hospi-
tal.

5. Laboratory and pathology
in-hospital.

6. In-hospital medical care,
including concurrent care.

7. Pulmonary tuberculosis,
mental disorders, drug ad-
diction and alcoholism.

8. Obstetrical care.

9. Emergency treatment for
accidental injury.

10. Consultation.

11. Out-of-hospital diagnostic ·
X-ray and laboratory and
pathological service.

12. Physical therapy.
13. Home and office.
14. Newborn care.

15. Physical examinations.
16. Outpatient psychiatric

care.

17. Inhalation therapy.
18. Ambulance.

19. Prosthetic appliances and
orthopedic braces.

20. Rental or purchase of du-
rable equipment.

21. Private duty nursing.
22. Drugs.
23. Dental.

24. Vision Care.
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CPCUs define buyers'
role; hear blast at AIA

SANFRANCISCO-The

CPCU 20th annual All Industry
Day here became the platform
for a slashing attack by James S.
Kemper Jr. on the executive
committee of the American In-
surance Assn. and its recent no-

fault auto insurance proposal.
A special seminar session sought
to define the risk manager's role
and his relationship to brokers.

Mr. Kemper, president of the
principal companies of the Kem-
per Insurance Group, Chicago,
spoke at lunch before 680 mem-
bers and guests of the Northern
California chapter of the Char-
tered Property and Casualty Un-
derwriters.

"The unilateral proposal the
committee made last week to

junk the present system of auto-
mobile insurance and replace it
with a form of compulsory acci-
dent insurance," Mr. Kemper de-
clared, "is not an act of business
statesmanship, but of surrender
to pressure."

He said "there is division

within the ranks of AIA itself
about the plan" and he ques-
tioned the organization's motives
"in its sudden decision that a

revolution in automobile insur-
ance is the only answer.

"WHY," MR. KEMPER asked,
"should the AIA support a plan
which subverts a large part of
the constructive efforts in which

many of their own member com-
panies have been participating?"

Speculating on "possible moti-
vations", Kemper said that
"standing above all other signifi-
cant factors is the declining posi-
tion of the American Insurance
Assn. executive committee com-

panies in the automobile insur-
ance market."

Most heavily attended seminar
during the session was that de-
voted to "The Risk Management
Game" with four panelists and
36 participants.

Joseph P. Parrett, insurance
manager for the Carnation Co.,
Los Angeles, served as modera-
tor and outlined both his and his

company's concept of the respon-
sibilities of a risk manager.

"AT CARNATION," he
pointed out, "our department
participation in internal com-
pany management goes to the
extent that our staff even writes
most of the contracts which deal

with contractual obligations.

"Even plans for new construe-
tion of plants," he said, "are first
reviewed by the risk manage-
ment staff."

In response to questions and
comment from the floor, Mr.
Parrett urged that "brokers be-
come intimately acquainted with
risk managers...so that they
know how the risk manager
thinks and operates."

Insurance buyers, he said,
"must also get to know brokers
intimately... and must become
skilled enough to know when
they are buying insurance too
cheaply!"

PANEL MEMBERS included
Carl H. Friedewald, assistant vp,
special accounts division, Fire-
man's Fund American Insurance

Co.; Peter Ley, Wurzburg & Co.,
Inc.; and David Warren, Warren,
MeVeigh & Associates, all of San
Francisco.

They agreed with Mr. Parrett
that "the relationship between
the broker and the insurance buy-
er is rapidly changing from that
exemplified in the past when the

broker was often the company
president's nephew.

"As the risk manager develops
stature within his company,"
Mr. Parrett asserted, "he grows
closer and closer to the point of
total control and direction over

the placement of insurance."
One questioner asked the pan-

el whether "the risk manager
should have had a say in Ford's
introduction of the Edsel a num-

ber of years ago?"
This led to a discussion of se-

mantics and the definition of risk

management and risks. Consen-
sus, however, was that "the risk
manager should become in-

volved only in those decisions
which fall within the category he
is experienced to handle." •

..4. ·

Here's the key to home security-
and family peace of mind
An ADT residential burglar alarm system
"sensitizes" a home against intruders. If entry
is attempted, the system triggers an outside
alarm, or silently signals an ADT central sta-
tion or police headquarters. Occupants can
summon police secretly with emergency call
devices. ADT, long a leader in supplying pro-
tection services to business and industry,
designed this new protection system specifi-
cally for home requirements. Regular main-
tenance is included in the low monthly service
fee. For further details or free survey, phone
your nearest ADT representative listed in the
Yellow Pages under "Burglar Alarms" - or, for
brochure, send coupon to:

Residential ProtectionAOT Dept E155 Sixth Avenue
New York, N. Y. 10013

Please send free brochure -
"Will Your Home Be Next?"

Npm.

Arld,Ace

fily

Stnle

business insurance, November 18, 1968/11

.0

Great American Life
takes a npw look
at group Insurance and
comes up with a
policy that costs less,
pays more.

We call it
Group Extraordinary.

- In today's world, new products are often not only better,
but less expensive.

That's exactly the case.with Group Extraordinary.
Itgives the employee paid-up group life insurance with a

cash value which by reti rement far exceeds the amount of
the modest contributions he makes. And unlike group term
plans, Group Extraordinary plans are fully paid up in a
maximum of twenty-five yea rs, so

that the employer may save hundreds of dollars per #S#KGreat
employee. For entries at age 30, for instance, con- Americantributions are complete at age 55.

Life Insurance Company
Sorry if your policy is now obsolete. But it's easy 650 Park Ave., East Orange, N. J. 07019

(A wholly owned subsidiary ofto change. Contact your local Great American Life Great American Insurance Company, Inc. 18721

office. Or write Vice President Roy A. Foan. (4=3

7ip
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Organ transplant donor may be covered in'80
CHICAGO-In the employe

benefits environment of 1980-in-

fluenced by an expanding econ-
omy, inftation and changing pat-
terns in the work force-group
insurance carriers may be paying
nearly 100% of medical ex-
penses, three times salary for life
insurance and covering the
donor of a transplanted organ.

Employe benefits managers at-
tending the American Manage-
ment Assn. annual conference

here, were told to look for disa-
bility coverage paying higher
benefits, compulsory severance
pay, college tuition benefits,
death benefits paid as a form of
the retirement benefit and cost-

of-living adjustments added to
pensions.

Edwin M. Bush Jr., consultant

for Towets, Perrin, Forster &
Crosby, Chicago, predicted that
medical benefits will cover both

the donor and receiver of a

transplanted organ. He also ex-
pects coverage for drugs, dental
care, eye and ear care, hearing
aids and nursing care. Medical
benefits will be offered not just
to the employe and his immedi-
ate family but to collateral de-
pendents, such as parents living
with the employe.

"We may also see a tendency
toward medical coverage for
surviving spouses," he said.

HE PREDICTED that survivor-

ship benefits may be integrated
with pensions, profit sharing or
Social Security with more em-
ployers adopting self insurance,

giving them greater ability to
specify beneficiary and a means
for avoiding tax on insurance in
excess of $50,000. .

For disability benefits Mr.
Bush foresees liberalized eligi-
bility rules and broader defini-
tions of d.sability plus the con-
tinuation of other benefits while

on disability.
He, along with the other AMA

panel members, agreed that the
projections about increased life
expectancies after retirement
will boost the cost of providing
adequate pensions. For example,
a 20-year life expectancy after
retirement increases costs about

18%, he said.

THE CHANGES in technology
and the move from a blue collar

work force to a white collar

work force will bring pressure
for protection against job discon-
tinuation. Thomas H. Paine,
partner, Hewitt Associates, New
York, said that by 1980 more
than 50% of workers will be in

white collar jobs, about 33% in
blue collar jobs, 15% in services
positions and about 3% in agri-
culture.

Mr. Bush told his listeners to

look for benefits including pay-
ments for retraining and reloca-
tion expenses as well as salary
continuation programs containing
special pension provisions.

He said that by 1980, profit
sharing and severance pay plans
may become compulsory; new
benefits to look for are group
auto and homeowners insurance

V

You'll never know all you should
about Tom, Dick and Harry

...unless you are using Computer Claims Control,

the totally new approach to total risk management

You know, of course, that Tom, Dick and Harry are costing you money. You may even
know that Tom wasn't wearing a hard hat, Dick's machine had a defective safety guard,
and Harry didn't have on safety glasses. But, without Computer Claims Control, you may
not know (1) that Tom, Dick and Harry all work in the same department; (2) that their
department has had an unusually high accident rate for the past four years; and (3) that
Harry's eye injury is the third accident he's had this year. With Computer Claims Control,
you will have all these important facts about Tom, Dick and Harry in an easy - to - use,
monthly or quarterly report. In fact, with Computer Claims Control, you get timely
information about all your casualty losses - fire, personal injury, automobile or any
other - insured or, not. You get it in a form that helps you quickly pin-point accident
causes and sources. And you get it while it's still current. If you want to know more
about every Tom, Dick and Harry that's causing accidents in your company, ask your
agent about Computer Claims Control. To obtain a detailed example of a Computer
Claims Control report, ask your agent to clip this ad, attach it to his letterhead and mail
it to us.

< lCOMPUTER CLAIMS CONTROL
---Zzzl----/ Box 9013, Amarillo, Texas 79105

as well as college tuition plans,
Mr. Bush said.

Looking at the benefits in gen-
eral and what they will cover by
1980, he suggested to benefit
managers that employes be
given some kind of choice as to
types of benefits they wish,
amount of coverage and forms of
compensation.

EMPLOYERS, HE SAID, can
expect an increase in costs of
providing benefits because em-
ploye contributions will decrease
and life expectancies will in-
crease. But factors working to
decrease costs may be more gov-
ernment-provided benefits, re-
strictive legislation and better
health.

Mr. Paine warned that by 1980
private benefit packages may
typically cost nearly $3,200 year-
ly compared with the average of
$1,300 spent today. He said bene-
fit levels are going to rise in
proportion to pay increases with
a replacement of a greater por-
tion of earnings with benefits.

He maintained that workers

through collective bargaining
will place greater emphasis on
inflationary protection. A union
official contended that there will

be nnore pressure for govern-
ment reinsurance of pension
plans. He said that in the past
two years 65 companies have
gone o u t of business that

couldn't pay benefits.

Mr. Paine, in referring to the
unions, said that with the shift in
working patterns there may be
greater union pressure to orga-
nize the white collar workers.

One union official advocated

the need for group medical prac-
tice as a means for controlling
climbing medical costs. He al-
luded to the Kaiser medical care

program which incorporates
such concepts as prepayment,
group practice and voluntary en-
rollment. u

Arizona gets
higher cover
for state sites

PHOENIX-A new insurance

program on Arizona state prop-
erty has been inaugurated by
Gov. Jack Williams on recom-7
mendation of his insurance ad-

visory committee.

Frank Middleton, chairman of
the governor's insurance corn-
mittee, said the plan will boost
coverage from $68,431,000 to
$75,000,000, and broaden cover-
age to include damage from van-
dalism and malicious mischief.

The annual premiums drop
from $152,000 to an average of
$111,150 for the four-year term
of the policy, he noted.

The new policies are set up on
a five-year replacement basis to
provide coverage for fire and ex-
tended coverage in addition to
vandalism and mischief clauses.

Mr. Middleton said all state

agencies are covered with the
exception of the Employment
Security Commission, which is
federally funded, the Power
Authority, and the universities.

Also, he said the committee
has developed a plan to present
to the next legislature to consoli-
date the premium billings under
the Department of Finance. He
said the premium savings and
br6adened co v er a ge resulted
from application of business
principles to the insurance pro-
gram. .
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How long can any employer pay two men-one
disabled, one his replacement-to do the same job?
Not very long. Consider good old Charlie. Great guy, Good worker.
Well liked by everyone at the office.
They didn't think he'd be out long. ''Just a couple of months," the doctor said.

Six months later, there still wasn't any Charlie. Then the boss had to
break the rough news that the company could no longer afford to carry
Charlie on the payroll.

This unpleasant situation could have been avoided with the protection of
Mutual Benefit's Long-Term Disability Insurance
(The missing link in too many Employee Benefi' Programs)

Its coverage can be tailored to suit your company's reeds.

• Provides Monthly Cash Benefits Up to $1500
• Benefits Continue lo Age 65
• Includes Mental Disorders Whe, Hospital zed
• Benefits Paid for Recurring Sickness
• Benefits are Usually Tax-Free
• Supplements Social Security
• Premium Waiver After Six Months' Disability
• Few Exclusions

If yourcompany couldn't afford to carry a "Charlie" (as well as his replacement),
call or write your Mutual Benefit Group Office or General Agency. You'll find
them in the business section of your telephone direcrory.

THE MUTUAL BENEFIT LIFE INSURANCE COMPANY
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Risk manual called usefu/ too/ to
communicate corporation p/ans

CHICAGO-In a summary of
the tools a risk manager must
use to help form corporate pol-
icy, the development and use of a
risk manual was named by Rus-
sell B. Gallagher as most impor-
tant.

Mr. Gallagher, manager of the
real estate department of Philco-
Ford Corp., Philadelphia, told the
final session of the American
Management Assn. risk manage-
ment course, "Planning is useless
if not communicated." Risk man-
agement must condition corpo-
rate management for problems
to be covered later in formal
programs and use of a manual is
one way to accomplish this, he
said.

Risk managers must employ

the services of all personnel in
order to predict and avoid pit-
falls, Mr. Gallagher said, and
added that the financial staff and
not the industrial relations staff
should handle risk management.
For the sake of efficiency, he
said, the financial people are the
ones who should be responsible
for protection of assets.

Face-to-face relationships
were another necessity empha-
sized by Mr. Gallagher when he
said that risk managers must
tour all their facilities and not
make decisions based on some-

one else's compiled histories.
There must be no restriction to
the horizontal and vertical corn-
munications network.

Education today has made risk
managers more than just special-
ists and put them in a position to
go into other corporate activities,
such as finance, Mr, Gallagher
said. All this, however, depends
on the corporate acceptance of
the risk management philosophy,
which mus: be a dynamic one. •

Garlock named by INA
Donald H. Garlock, formerly a

second vp at Travelers Insurance
Co., has joined Insurance Co. of
North America, Philadelphia, as
head of its commercial insurance
department. Mr. Garlock will be
responsible for commercial prop-
erty and casualty coverages at
INA.

compare

Workmen's Compensation insurance pro-
grams differ a great deal... from state to
state, condition to condition, insurance com-

pany to insurance company. Tailoring any
one program to fit the exacting individual
specifications of your company is a pretty
tough job. It calls for careful planning and
market comparisons.

*CODpak -a Participating Workmen's
Compensation program created for even the
largest commercial or industrial companies-
invites your comparison.

 com-pan provides a flat 15% dividend

payable after final audit, regardless of premi-
um size, in addition to experience modifica-
tion and premium discounts. It can be

combined with retrospective rating plans de-
signed to produce an amazing range of premi-
um return programs and can also form the
core of a combined retrospective rating pro-

gram which includes othar lines of insurance.

Ask your local independent () agent or a
broker of your choice about  com-pan -
the dividend-paying, cost-saving Participating

Workmen's Compensation insurance program.

04& FOK* UNITED STATES FIRE INSURANCE COMPANY
/\4 THE NORTH RIVER INSURANCE COMPANY

L WESTCHESTER FIRE INSURANCE COMPANY
'f INTERNATIONAL INSURANCE COMPANY

44'-22* AMERICAN EAGLE LIFE INSURANCE COMPANY

110 WILLIAM ST. · NEW YORK 10038

YOURpendentl

1

At the American Marugement Ass- fall insurance conference in Chicago
views of capacity in the London market were offered by David V. Palme-,
Wi lis, Faber & Dumas Ltd.; Rone Id .ottle, C. i. Bowring & Cc.; 3nd Ralph
Rokeby-Johnson, Lloyd's

Hartford takes on insurance
of church that aided resisters

HARTFORD-The Hartford

Insurance Group has authorized
a 12.50,000 fire insurance policy
covering a Providence, R.I.,
church whose insurance was

carceled after the eongregat.or-
ofered sanctuary to draft resis-
ter:.

A Hartford Group spokesman
said that the policy was ap-
prcved for the Church of :he
Mediator strictly as a business
master. No comment was made
on the church membership's ac-
tion.

Lewis M. Gubrud of Provi-
derce, who was president of the
Untarian' congregation when
two draft resisters took sanc.u-

ary in the church last June, said
that the Westchester Fire Insur-
ance Co. of New York canceled
the Folicy after he told its local
ageney, Hayden and Pattee, that
the church intended to continue
oiT€-ring sanctuary.

The two draft resisters were
eventually seized by federal
agents.

Mr. Gubrud said he did not
kncw whether the West:hester
action was politically motivated
or whether it was taken because
of s concern for liability.

Cther insurance connpan_es

reportedly turned down the
church's coverage request after

HOW LONG HAS IT BEEN

1 1

the Westchester Co. withdrew. .
The Hartford Grcup spokes-

man added that the decision to
give the church coverage "was
based on the merits of the pastor
and premises. We would offer
the same coverage to.any similar
church that met al. the star-
dards."

Steen b/ocks
file-and-use

BALTIMORE-Maryland I n-
surance Commissioner Newton I.

Steers is blocking an effort by
insurers to set their own rates in
the state.

Mr. Steers' action came in the
form of a letter to State Senator
John J. Bishop, chairman of the
insurance subcommittee of the
Maryland Legislative Council.

In the letter Mr. Steers ex-
pressed opposition to a proposal
calling for doing awa> with prior
approval of rate increases and
switching to the so-called file-
and-use system used in Califor-
nia, Idaho, Florida and Georgia.

Insurers charged th at the prior
approval method of r»ate adjust-
ments leads to political maneu-
vering.

SINCE yoc had an objective,

independent audit of your

Employee Be. efits Program ?

For Professional Advice, contact

Herbert L. Jamison & Co.

90 Park Avenue

New York, 1\lea Ycrk 10016
Area Code 212 - Oxford 7-6678



3

f

1

G

>S

2,3

:E

The catastrophe business is picking up.
And the biggest ones often come in the
form of -enormous . liability judgments
against small or medium-sized com-
panies. ButnotMerriweather'scompany.

Although he's somewhat awed by the
spectacle, Merriweather is ready. As a
keen and clear-eyed insurance buyer for
his firm, he saw to it'that his company
had The St. Paul's Umbrella Excess .
Liability Policy to take ov.er where their
basic liability insurance ended. They'd
been a pioneer with the coverage. Be-
sides, reasoned Merriweather, they had

i:

E

55

j

FRPLOSNES

Your catastrophe
has arrived,

Mr. Merriwe ather.
been stable and solvent for 115 years,
and the first 100 are the toughest.

For most hazards, Umbrella Excess
Liability coverage starts after the first
$100,000 or so of lawsuit misfortune,
and goes on.up to $5 million, which we
considermoreontheorderofacataclysm.

It has a combined single limit, so you
don't have to guess exactly.what kind of
disaster is most likely to hit your com-
pany. You're covered for personal in-
jury, property damage, auto and product
liability-even advertising offenses.
(Don't ·write, we're covered.)

THE ST. PAUL
INSURANCECOMPANIES

'ill,
.E5

Serving you around the world... around the dock
St. Paul. Minnesota 55102

Join Jack Merriweather and us in a
good -thing: The St. Paul's Umbrella
Excess Liability Protection. Your catas-
trophe may be delivered tomorrow, if
someone gets the order processed in time.

Send for free catastrophic brochure*
DI- See all the bad things that could happen
and you'd still be protected.

MT- See a complicated chart that ·shows you
the limits of each type of coverage.

*Please write on yourletterhead. Wedidn'twant
you to have to print your name on a tiny line
in an ugly coupon.
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ican Rockwell will receive any- year, but the amount of coverageName three more men Aerospace... where from $65 to $120 per week, -will not change McDonnell-
depending on his base salazy Douglas has increased its wage

Continued from page 9 level At McDonnell-Douglas the related life insurance plan to a

in pension kickback costs met for the first five of- scale runs from $70 to $120, while $7,000 minimum and a maximum
fice visits The patient will then Boeing-Vertol was raised to a of $11,500 The Boeing-Vertol
be required to pay 15% of the $75 to $85 a week table and LTV agreement calls for an insurance

ST LOUIS-The Justice De- Not only did the union have physician's charge for the sixth from $70 to $90 for the disabled coverage increase of $1,000 with
partment has accused three addl- to pay $55,000 in cancellation fees to the tentn visit, 30% from the worker no additional cost to the worker

tional men connected with St to Aetna, according to an indict- tenth to the 15th visit and 40% Under a new long-term dis-

Louis Pipefitters local 562 of pock- ment ieturned by a federal thereafteI ability agreement UAW Aero- NORTH AMERICAN Rock-

eting an alleged insurance grand jury last Februaly, but the The maximum insurance bene- space workers will receive 50% well employe contribution for
kickback of over $1,000,000 local also had to pay higher pre- fit for psychiatric care annually of their monthly wage after the group life lS also wage related,

The department said the men miums for the individual poll- is $400 per person In addition, sickness and accident payment and the package Includes supple-

shared stock options and a cut of cies, limited psychological testing, runs out
mental life and accidental death

the commissions when the union group therapy and family coun- Dental coverage, a recent addi-
and dismembeiment insurance

switched insurance companies THE JUSTICE department seling service will be provided if tion to the employe benefits field, For $10 a month an employe

for its pension plan in 1963 named the three other men in a prescribed by the physician will be added in 1970 for em- earning $5 77 or moi e an houi
Local 562, which is affiliated bill of particulai s filed last All the companies have agreed ployes at North American Rock- will receive $20,000 in supple-

with the AFL.CIO thiough the month when one of the defen- to pay for surgery on a prevailing well and McDonnell-Douglas and mental life and $2,500 in ac-
United Assn of Journeymen and fee basis beginning Jan 1, 1969 their families This will be on a cidental dismembei ment and

dants in the conspiracy obtained
Apprentices of the Plumbing The union also won significant non-contributory basis, but the

death

a court order requiring the de- The supplemental unemploy-Pipefitting Industry, canceled its changes in the sickness and ac- patient will share the cost of any
group pension insurance p 0- partment to substantiate charges cident insurance as well as an high-cost dental wo k ment benefit programs at Boeing-

Vertol and LTV will pay laid-offgram with Aetna Life Insurance that the defendants conspiied implovement m long-term dis-
Co and took out individual poll- with thiee unnamed men ability AT LTV THE employe contri-

employes 95% of their weekly

cies with First United Life Insur- Trial in the alleged conspiracy
take-home pay minus $7 50, de-

In a wage-related scale the bution to the life insurance pro-
ance Co, Gary, Ind ease is set for January 22

ducted for work expenses The
• disabled WOIker at North Amer- gram will be eliminated next 95% figure will be reached

when the company contribution

THIS NEWS PHOTOGRAPH DOES NOT NECESSARILY DEPICT AN ACTUAL CLAIM BUT ONLY THE TYPE OF MISHAP COVERED BY UTICA MUTUAL is combined with state unemploy-
ment benefits

McDonnell-Douglas employes
-

Will receive from $65 to $75 a

1/.FY r==r 40 week during the period of layoft
North Amezican Aerospace

1. 11.1 LULJOI workers will get 65% of theii
gross weekly pay

r

0'* 1 1 /610 Pension plans thi oughout the
L.; 1.1

industry were improved sub-
" 1'* "4 4 8  7 900*51 1. 1111-'r' stantially

A I

+ -L.- 6 4 •gir - ' 13.
-_iL '1

..,f THE NORTH AMERICAN

71000= Ilil-.... pension plan was increased by
. 11#/Ell.1 $1 to $5 75 times the years of ser-

1, mr-7:11-« -_, vice Beginning in 1971 this will
t be changed to a wage-ielated

Vi

t,, 5
pension plan Totally and per-.1 1 Ff - manently disabled employes will

--

. also be accounted for in the new
K . 0 .0-

09 gg
4

plan

*A .' (9 99 Boeing-Vei toi s pension plan
was raised by $1 50 a month to

2 $5 75 tirnes years of service,
. while McDonnell-Douglas will

increase immediately to $5 75 and

1
0

')1.1.
0 then to $6 25 times years of ex-

0
- perience in 1970 LTV's pension

, will rise similaIly to $5 50 in 1969

p..e and then to $6 a month in 1971
a

A universal innovation will be
d .C

G the "transition" or "bridge" bene-
HI *

1
fit This is a payment of elthel

$100 or $150 a month to surviv-
I -4-

U<SS
ing dependents who do not qual-

74.------1 ify for Social Security benefits
\.r- The union has negotiated the64 4 .<L

same bridge benefit provision
with all four companies

Further, LTV is in the process
of working out a savings and in-
vestment plan for employes

,2.11. 4 e,27'. 41 Details of this have not been

:,1/5.Billie:/:'glri/fi:3: 4/ 449: announced but there has been

the promise of a program along

,CONN.---LUNCH WILL BE LATE---A primary water main burst early
these lines in the near futuie

MeDonnell-Douglas has nego-
64 yesterday morning in an employee cafeteria basement sending cooks and some tiated for the first drugs benefit

* early morning coffee drinkers scurrying for safety. Business went on as in the aerospace industry In 1971
usual but the cafeteria was closed until further notice. (**lkpO) 1968. 4-- employes and their dependents

will be reqwred to pay only the
first $2 on any prescription for
drugs or medicine It lS specified

that medicinal supplies, con-
traceptive drugs and drug appli-
anees are not to be included in

this agreernent

Another innovation, this at
Boeing-Vertol, will be the com-
pany purchase of $50,000 worth
of flight insurance for any em-
ployes required by the company
to travel by air in a business
capacity

Florida brokers merge

We hope you never have to see how good we can be.
Nabers, Crane & Whittle, St

Petersburg, Fla, has consolidat-
ed operations with the Silver In-
surance Agency to form Nabers,

We hope that disaster never strikes need it most. Before anything happens. you. Against fire, storms, robbery, leak- overlapping policies. And how our div- Crane & Silver, with head-
your business. That you never have to We'll provide a free safety and fire ing pipes, exploding boilers. You name 1(lends can reduce costs even further quarters at the 300 Building
see how quickly we pay claims; how prevention survey. And offer you it and we'll provide it. every year. West Heading the new firm is
far we go to get things back to normal. "Select-A-Pak," the new kind of pack. We'll also show you how you can Give Utica Mutual a lot of thought, Beverly C Nabers, president,

We'd rather have you discover Utica age insurance for business. It lets you save up to 20% on your
Mutual is the kind of company that select the protection you want in the present insurance costs by U17©A whenever you think about Donald R Crane Jr and Edward

your insurance. W Silver, vps, Mrs R B Lee,
gives you the most attention when you amounts you need. A policy made for eliminating duplicating or We'11 give you a lot also. secretary, Harold E Wells, trea-

M JTUAL INSURANCE THAT STARTS WITH YOU surer, and 'William S Belcher,
UTICA MUTUALINSURANCE COMPANY PRINCIPAL OFfjLE UTICA NEWYORK attorneyALSO GRAPHIC ARTS MUTUAL_



speaking of safety

Fau/ty safety inspection ren ders
insurance firm /iab/e in ///inois

CHICAGO-A liability de-

fense trial specialist warned the
National Safety Council's annual
convention that it is becoming
increasingly dangerous to per-
form anything less than perfect

safety work.
Citing a recent Illinois Su-

preme Court decision, Nelson us.
Union Wire Co., John G. Proust,

a Chicago attorney, explained
how an insurance safety inspec-
tor was held liable for failing to
notice a frayed wire rope on a
construction hoist and not hav-

ing it fixed or put out of opera-
tion.

The jury, which held against

the insurance company on the
grounds of "'negligent inspec-

tion," had found the manufac-
turer of the wire rope and the
company that constructed the
hoist not responsible for an in-

jury caused by an accident on
the hoist.

Quoting the court, Mr. Proust
further explained that in all

cases in which any person "un-
dertakes the performance of an
act, which, if not done with care
and skill, will be highly danger-
ous to the persons, or lives of one
or more persons... the law im-

poses, as a public duty, the obli-
gation to exercise such care and
skill."

LIKEWISE, THE court held

the compensation act was not the
exclusive remedy against the

employer's carrier, and that the
employer's carrier should enjoy
no immunity from suit as a third
party, according to Mr. Proust.

The lawyer called the decision

as important as the Buick vs. Mc-
Pherson case, a landmark deci-
sion in products liability.

"While defense lawyers and

their clients worry about the ex-
tent to which such cases invade

the widening liability sphere, the
plaintiffs bar advances a covey
of arguments which embellish
the safety inspection avenue to-

ward liability," Mr. Proust said.
Among them he listed:
• Rather than inspect a job

negligently, it is better not to
have inspected at all.

• Because society gains noth-
ing from negligent inspection,
performance of the safety func-
tion must be done properly.

• An employer may not per-
form the safety function-r not
perform it correctly-on the as-
sumption that the carrier has
done it adequately in the first
place.

• If the carrier represents that
he will perform inspection work
and, in fact, does not, others-the
employer and his employes-
may place reliance on the as-
sumption that it has been per-
formed.

• A safety engineer-whether
the employer's or the carrier's-

must "go far enough" in his ad-
vice and must indicate where ap-
plicable what his advice is lim-
ited to and why.

FURTHER ADVISING the de-
fense establishment, Mr. Proust
said that there should be statu-

tory protections for insurers.
One state, Wisconsin, explicit-

ly provides an insurer immunity
from suit for furnishing or fail-
ure to furnish safety inspection
-or for advisory service in-
tended to reduce the likelihood

of injury. New Hampshire and
Indiana afford an insurer of
workmen's compensation the

same immunity as the employer.

Consequently, the defense
argues that what is called the

"negligent volunteer doctrine"
should not be applicable because
the insurer is not creating or
bringing into existence a greater
danger or risk, Mr. Proust noted.

But if plaintiffs' bar were to
project the reasoning it now
argues, Mr. Proust said, it could
reach a situation in which liabil-

ity could be extended to a mere
observer who sees an unsafe

condition and does not act ac-

cording to the highest standards
of knowledge and performance
to correct the danger.

.s I ..y.3.. ·. I

As it now stands, Mr. Proust
went on, safety inspection will

not bring about liability in many
important areas. Among them
are:

• Safety engineering for in-
ternal rating or matters other
than advice (as in the Nelson
case).

• Merely having a staff safety
engineer or being a safety engi-
neer.

• Unless there is negligent

failure in performing inspection,
either by omitting to discover or

by improving reporting, follow-
ing up on a hazard investigation.

Continued on page 18
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Alotof

grouplife insurance plans
are suffering from
acommonailment:

the I
coverage gap.

For years, most group life insurance
plans have offered identical protec-
tionforsingle and married employ-
ees. But obviously, their needs are
not identical.

That's where Equitable's new

SurvivorIncome Benefit plan comes

in: to provide specific recognition of
family responsibilities.This way, an
employee's wife and children are
prime considerations in designing a
program of protection.

Nrrn'

Addre..

rnre

When earnings stop because of
death, a guaranteed percent of the
employee's income is paid to his
spouse and children for an extended
period of time-year after year.

The full story's an interesting one,
and the coupon will bring it. Or call
The Man from Equitable, one of
the ones we call The Protectors. He

knows his business-which is how

to help you in yours.

The Equitable Life Assurance Society-Area 24-E
1285 Avenue 6fthe Americas, New York, N. Y. 10019

4'm interested in receiving more information, without obligation,
on Equitable's Survivor Income Benefit plans.

CA,inry

7ip C.de

THE QUITABLE

Bl

©The Equitable Life Assurance Society of,he United Swes, N.Y., K.Y. 1968
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Entire hospita/ staff is /iab/e for
-ide negligence, new book says

NEW YORK-Hospitals and
their personnel, whether they be
doctors or others on the staff, are
being held responsible for the
safety of patients and are open to
law suits arising from negli-
gence, incorrect handling and
other "accidents" to patients.

The introduction to "Problems

in Hospital Law," published by
Aspen Corp., says that the legal
aspects of hospital operation are
a concern not only to an adminis-
trator, governing board and the
hospital's attorney but to medi-
cal staff officers and chiefs of ser-

vice, medical record librarian,
hospital pharmacist, supervisory
nursing personnel and other de-
partment heads in the hospital.

"Even the housekeeping su-
pervisor finds herself dealing
with situations which could have

legal consequences," the intro-
duction continues.

"PROBLEMS IN HOSPITAL

Law" delves into various liability
categories such as the hospital's
liability for failure to obtain con-

Court to rule
in railroad

liability case
TRENTON-The New Jersey

Appellate division of superior
court has ordered further argu-
ments on whether a railroad pas-
senger, riding on a pass, can sue
for damages.

The decision reverses a lower .
court ruling that the Erie Lack-
awanna Railroad was respon-
sible for injury to Mrs. Myrtle K.
Nordland, whose husband is an
employe of the railroad.

Mrs. Nordland is suing the
road for injuries she received in
a 1966 accident, in which the en-
gineer of the train was killed and
several passengers injured.

Attorneys for the Erie Lacka-
wanna contended that Mrs.

Nordland's ride was under pro-
visions of the pass, making her
ineligible to sue for damages.

The appellate division ruled
that the lower court should not

have been so hasty in ruling that
the railroad was liable for Mrs.
Nordland's injury.

"Any additional disposition of
the conflicting contentions of the
parties, which would fix the law
of the case, should await a full
exposition of the facts," the court
stated. •

Safety ...
Continued from page 17

• Safety engineering of part
of a job-as distinguished from
the other parts of the job or the
whole job.

In a warning to safety inspec-
tors in general, Mr. Proust said,
"One of the most dangerous
areas for safety engineers is the
giving of advice that is incom-
plete or imperfect."

He added, "Safety engineers
wi]1 have to develop sophisti-
cated techniques for both telling
the truth in company memoran-
da and for doing so in a way
which will not create misleading
impressions, admissions which
are not intended, and inadver-
tently incriminating expressions.
As products become more in-
tricate, design will become more
important, whereas simplified
accident avoidance procedures
such as 'watch out' signs will ob-

sent; liability of administrators,
medical staff, nurses and govern-
ing boards; and the hospital's lia-
bility for acts of medical person-
nel, nurses, nonprofessional per-
sonnel or for improper or defec-
tive equipment.

John F. Horty, Health Law
Center, Pittsburgh, says in the
introduction that the book

should give hospital personnel
sufficient background to act com-
petently after considering both
the legal and administrative
questions involved or to report
the problem to the administrator
so that he will be aware of both

the legal and administrative as-
pects and take appropriate ac-
tion.

The book also covers admit-

tances and discharges, consent to
medical and surgical procedures,
medical-moral problems such as
abortion and sterilization, dead
bodies, governing boards, hospi-
tal auxiliaries and volunteer ac-

tivities, la bor including unions
and hospitals, immunity of hos-
pitals, medical staff, medical rec-
ords, pharmacy, federal taxation
and state and local property tax-
ation.

IN A CHAPTER on admittance
and discharge reference is made
to the effect of laws and constitu-

tional doctrines concerning ra-

cial discrimination on hospital
admission practices.

"Since procedures ranking
from surgery to radiology treat-

ment and even procedures in-
volving a simple movement of a

limb involve the touching of a
patient, medical and surgical pro-
cedures in absence of an erner-

gency, must be authorized by the
patient or someone legally au-
thorized to consent for him, or

else liability for a battery may be
imnosed," the book points out.

The book explains various
state laws, how they differ in
meaning and in expressed or im-
plied exceptions, as with abor-
tions

The chapter on principles of
hospital liability focuses on "the
hospital's liability for the acts of
personnel who perform activities
within the hospital and for inju-
ries arising from defects in
equipment and premises." It
deals individually with various
classes of employes and gives il-

lustrative cases regarding liabil-
ity. The· chapter also goes into a
hospital's liability for defects in
buildings and grounds, floor sur-

-U

S

faces and entrances and exists.

THE MEDICAL STAFF chap-
ter contains a "discussion of legal
principles applied to a variety of
medical staff matters." One see-

tion of this chapter deals with
judicial decisions "delineating
the personal liability of the med-
ical staff and of the governing
board arising from their evalua-
tion of medical staff members."

The book describes a hospital's
liability to its patients. It defines
the courses of action a patient
has against a hospital for disclos-
ing information from medical
records, in absence of a court or-
der or statutory authority to do
SO.

Mr. Horty contends that "Prob-
lems in Hospital Law" is written
to provide a desk reference for
many types of administrative
personnel in the hospital. "It is
designed as a handy, easy-to-read,
single volume of discussions on a
number of hospital legal issues
that cause confusion." m

/»



Emp/oye tip: A car poo/ can cost
p/enty if it is underinsured

TUCSON, Ariz .-H ere's a
warning well worth passing on
to employes of your company:

"If you regularly drive to
work in a car pool, check with
your insurance agent to make
sure you are adequately covered.
It could cost you plenty to .find
out after an accident."

This advice comes from the re-

sults of a survey of Tucson insur-
ance agents prompted by discon-
tinuance of the student services

by the Tucson Transit Corp.
(This company has had to limit
its service because regular driv-
ers went on strike several

months ago.)

MANY CAR POOL drivers,

according to the survey, are not

4 -<3/:42% 27-.1-V-4=
-..:, . - 1- -

-

informed or are negligent about
getting adequate insurance for
the extra persons they regularly
carry.

"It can be extremely danger-
ous to drive without adequate in-
surance," said one claims adjust-
er who handles such cases daily.
"Just driving the neighborhood
Girl Scout troop on an outing can
put you in position for a fantastic
damage suit."

Another agent pointed out that
there is no "guest statute" in
Arizona. "Just driving a friend
downtown," he warned, "can
leave you open to legal action if
he is injured in an accident on
the way.

"Proving simple negligence is
sufficient to recover damages,"

the insurance agent added.
Teenagers taking their friends

to school may fall under the
"family car doctrine," thus mak-
ing parents liable for accidents
and damages caused by their
children, it was pointed out.

HERE'S WHAT one insurance

rate manual says: "If you drive
car pools regularly, or in excess
of three miles per trip, you are
not eligible for 'Pleasure Use
Only' coverage on your car."

In some cases, if the driver
takes money for his services, he
may · fall under the "public liv-
ery" clause which equates him
with a taxi driver and vokis. his
insurance.

"Generally, companies will not

regard money accepted for car
pools as placing that driver in
the car-for-hire business," said a
respondent to the poll, which
was conducted by the Tucson
Daily Citizen.

BUT A COLLEAGUE of his

commented, "For half a million
dollar claim, I'd start looking at
the fine print."

Several agents polled empha-
sized. that the state does not re-

quire the driver to have insur-
ance under the "financial respon-
sibility law," but it may require
him to prove financial responsi-
bility through a comblex series
of procedures after an accident-
even if he was not the negligent
driver.

Said one claims adjuster:
"You only find out after the acci-
dent. The driver without insur-

ance or property just declares
bankruptcy--and he could have
left a 5-year-old child maimed
and crippled for life." •

American business,
you need us now
Take a good, hard look at the pressure
on you and your business. You no longer
manipulate wealth. Now you have to
generate it. And you have to do this through
a complexity of systems.

Systems of research. (In 1950, most
businesses didn't have research

or development departments.) Systems of
information. Systems of finance.

And your success depends on how well
you manage these systems.

And that's precisely why you need
us. American business can no

52 |onger consider insurance
as pure cost. Or treat it like a
necessary evil. You can't
afford to anymore.
Insurance has to be an

integral part of
your financial operation.

CNA has developed
nsurance systems to do
just that. Systems that
make insurance work for

you ike raw materials
and abor costs.

Basically, our systems
x are risk management.

But with this difference:

CNA integrates risk
management into your

entire financial system ... with a view
toward your corporate goals, your
operating policies, your resources and
your profitability.

CNA insurance. systems come in many
different varieties and kinds: accident,
health, fire, casualty and life. Often as not,
the most unimportant thing they can do
for you is reduce the amount
of money you spend on insurance.

With CNA insurance systems, for example,
you can hire and keep key personnel.
You can predict profitability. Pinpoint
high risks. Even reduce expense account
loading. And much, much more.

Want to know more about CNA insurance

systems in terms of your operation?
Contact your insurance agent or write
to us at the address below. Ask

about CNA insurance systems... unusual
insurance for unusual times.

.a ' c/vA/:nsurance service
DEPT. 18WZ * 310 S. MICHIGAN AVE. * CHICAGO, ILL. 60604  CONTINENTAL
CASUALTY CO. • CONTINENTAL ASSURANCE CO · AMERICAN CASUALTY CO.

NATIONAL FIRE INSURANCE CO. OF HARTFORD * TRANSCONTINENTAL INSURANCE CO

TRANSPORTATION INSURANCE CO. • VALLEY FORGE INSURANCE CO . VALLEY

FORGE LIFE INSURANCE COMPANY >CNAFINANCIRL CORPORATION
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Lity Insurance

to 'highest'
lili
Diaaer

MIAMI-The city government
has announced the purchase of
a three-year liability insurance
package for $20,829, but not from
the lowest bidder.

Despite vigorous protest from
two city commissioners, the
council voted to accept the pro-
posal made by the National In-
demnity Co., Omaha, Neb.

The firm that was turnod down

was American Fidelity Fire In-
surance Co., Westbury, N.Y.,
which bid $9,529.

Wendell R. Bailey, city finance
director, who recommended the
bid by the Omaha company, said
he thought there was less chance

of that company defaulting on
payment of claims.

The fact that there were only
two bidders was attributed to

Miami's 39 parks and nine pools
being "not a very good risk."

The city's last insurer, St.
Louis Fire & Marine, cancelled

Miami's policy last May, after
paying off 32 claims totaling
$1,862 and pledging to pay four
major pending claims amounting
to $9,100. The policy had five
months to go at that time.

The St. Louis firm had accept-
ed the city's insurance for $9,250.

One of the trustees who op-
posed the decision questioned
whether the management and fi-
nancial ratings of the two firms
should be considered in purchas-
ing insurance. •

tt>
WOHLREICH

&

ANDERSON
Ltd.

U*derwriting Managers
8. J. DAENZER, Preddent

1 55 JOHN STREET•NEW YORK.t€Y.10038
PSne: 349»3020

HOWDEN SWANN GROUP

MODERN U&0

• Blanket earnings and extra
expense-withouf coinsurance
or monthly limitation

• Valued types-Special for-
mulas--simplified handling-
Tax advantages

• Locations worldwide--direct

and indirect

• Unique approaches to Build-
er's Risk U&0

• All risk-including earthquake i
and ood

WAND A works exclusively

1hrough agents & brokers
but thts coupon will br,rig you full informotion.

Mail to W and A-55 John· Street-New

York, N. Y. 10038. 818-11

Your Rrm or broker

Address

City Stote
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Ca/. suit asks benefits
for farm workers

SAN FRANCISCO-A suit has

been filed in federal court before
Judge Albert C. Wollenberg to
compel the expansion of unem-
ployment insurance benefits to
the nation's 1,500,000 farm work-
ers.

Attorneys Robert Gnaizda and
Martin Glick filed the action on

behalf of a federally financed,
anti-poverty organization, the
California Rural Legal Assis-
tance.

The attorneys listed at least 37
reasons why farm workers
should get unemployment insur-
ance as have most other U.S.

workers for the 33-year exis-
tence of federal unemployment
insurance laws.

Most prominent of their rea-

sons are those amendments to

the Constitution, the 5th and
14th, which give equal rights and
equal protection of the law "to
everyone."

"EXCLUDING farm workers

from the protection of unem-
ployment insurance laws," the
suit declares, "is not only uncon-
stituti onally discriminatory
against farm workers generally,
but also is specifically discrimi-
natory against Mexican-Ameri-
cans, since they make up 75% of
the nation's farm labor force."

The denial of benefits also

violates the purpose of the un-
employment insurance law itself
and is expensive because farrn
workers, hardest hit by unem-

ployment, must draw welfare
benefits instead of job insurance.

The two attorneys ask Judge
Wollenberg to "order" state and
federal officials to "begin taxing
farm employers."

"FARM EMPLOYERS," the
suit continued, "should be taxed
for this purpose just as other
employers are."

The attorneys contend the law
originally excluded farm work-
ers because most farms "33 years
ago, were smali."

They cited a California state
report indicating that at least
$7,600,000 a year in welfare
funds would be saved and at
least 150,000 people would be re-
moved from welfare rolls if Cali-
fornia farm workers were en-

titled to draw unemployment in-
surance.

Although filed as a "class ac-
tion" on behalf of all farm work-

ers, the suit named two specific
individuals as well. •

Town hit by mill fire
may avoid rate hike

BONDSVILLE, Mass. - This
suburban Springfield town,
scene of a recent fire that de-

stroyed six mills and three
homes, is not expected to be bur-
dened with increased insurance

rates, according to a preliminary
comment by Gordon Williams,
inspector for the municipal pro-
tection department of the New
England Fire Rating Assn.

The rates, he said, · will not
necessarily be boosted j ust be-
cause of the multimillion dollar

fire.

Rate increases or decreases

will be set only after exhaustive
investigation and assessment of
the many attendant factors.

At the same time, it was noted
that Bondsville is in one of the

We ble theworryoutof being close.
A blast can't distinguish between the military and civil-

ians. It doesn't separate the top surgeons from the top
sergeants. Or stop to sort out the hard hats from the
Green Berets.

So-many insurance Companies won't go near civilians
who work in war-risk areas.

AIU, on the other hand, specializes in personal acci-
dent policies for them.

High-risk insurance doesn't worry us because we got
into the business before the ink was dry on the Treaty
of Versailles. By now, we have offices in 200 cities,
in more than 80 countries.

We also have 12 U.S. offices ready to help you

take the financial and security worries out of angbody
headed overseas - whether you're insuring the crew of a
tanker delivering oil to Vietnam or a group of computer
experts bound for an international conference.

They can even help you take the worry out of world-
wide claims handling. For all 200 of our offces are equipped
to process-and pay-claims on the spot. ( Including our
Saigon branch.)

In other words, we take the worry out by being close -to
almost anywhere.

For more information on our war-risk insurance, check
in at any AIU office, Needless to say, there's one

close to you.

firl"AL
AMERICAN INTERNATIONAL UNDERWRITERS

102 MAIDEN LANE, NEW YORK 10005 (212) 344-9200

highest basic fire insurance pro-
tection categories.

The New England Fire Insur-
ance Rating Assn. rates towns on
a scale of 1 to 10 as a basic rate

used as starting point in comput-
ing actual rates,

Bondsville is rated in the

eighth-or third-highest risk-
and therefore third-highest cost
group.

ADDITIONALLY, dwellings
are rated on another scale-A

through F-and Bondsville is
near the high-risk, high-cost end
of the scale with a D rating.

Bondsville's privately-owned
water supply system has been
singled out for failure to provide
water or pressure sufficient to
allow firemen to fight the fire.

Mr. Williams commented that

the water supply's fire-fighting
capacity was one of the factors
taken into account in determin-

ing a town's rate classification.

ON THE STANDARD sched-

ule, fire-fighting capacity of the
water system represents some
34%-or more than a third-of
the total factors involved.

Mr. Williams declined to spec-
ulate on whether the town's rate

would escalate once investiga-
tors determined that the water

system was markedly deficient.
Too many other contributing

factors are involved, he said.
They include the amount and
type of properties requiring fire
protection.

It is possible, too, that the rates
might even be reduced here,
since there is no longer a need to
provide fire protection to the de-
stroyed mills.

"THE NUMBER EIGHT rating
that Bondsville has now," he
continued, "indicates the overall
fire protection picture is not
good. It shows some problems
exist."

From Bondsville Fire District

Chief Andrew Galanski, how-
ever, came the contention that
Bondsville's fire insurance rates

are now "in the higher group"
and that "after this fire, they
might be the highest in the coun-
try."

Association-prepared reports
are confidential to customers.

They encompass evaluation of
water supply system, sprinkler
system, special hazards, type of
manufacturing or industrial ac-
tivity, building structure and
condition.

Association superintendent of
inspection George Needham

would not disclose the rating for
:he town's water supply system.

MOREOVER, HE WOULD not
comment on reports to the effect
that one of the two fire pumps
had been inoperable prior to the
fire's outbreak.

Chief Galanski, who charged
that the pump was not in work-
ing order, remarked that insur-
ance investigators on the scene
had not inquired about the pump
during initial investigation
phase, but he anticipated that
this would eventually happen.

James Starvos, General Ad-
justment Bureau branch man-
ager, shid that he could not begin
to put a time limit on fire claims
settlement. •

Wins security award
LTV Electrosystems, Dallas, is

a recipient of this year's James S.
Cogswell industrial security
award for superior performance
of security obligations under
classified defense contracts.



Profit sharing viewed as poverty
fighter and key management tool

CHICAGO-"Profit sharing growth of 15% to 18% on com-
has the power to help men pick mon stock holdings.
themselves up from the dirty At the present inflation rate of
floors of poverty," Rep. Roman C. about 4% per year, the "half life"
Pucinski (D., Ill.) told the 2lst of money is about 17 years, he
annual conference of the Council pointed out. This means that a
of Profit Sharing Industries retired employe could actually
(COPSI) here. get back less in real value than

COPSI, a Chicago-based orga- he put into a fund.
nization, has more than 1,500 Mr. Holmes emphasized that a
member companies with profit fund administrator must ask
sharing programs for millions of himself how risk free he should
workers. and needs to be. In fixed-income

Helping the worker attain a investments an income decline
return on what he is able to ac- can be offset by trading older
complish is one way to change bonds for bond issues selling at
attitudes, especially among some about the same price but offering
youth, which Rep. Pucinski said a higher return or other advan-
threaten democracy. Youth must tages.
be "tuned in" to the real values

of free enterprise as the "only THE EMPLOYE can have the

truly successful system in the same advantages as the stock-
world today," he told the 300 holder, Mr. Markham told the
executives. conference, through investment

Although profit sharing is a
relatively new idea in American
business, it has caught on so

well in the past 30 years that the
number of plans has jumped
from 700 to more than 120,000 in
businesses of all sizes.

STANLEY D. NOBLE, COPSI
president, described members as

"progressive businessmen who
use profit sharing as a key man-
agement tool" which results in

increased profits for company
owners as well as benefits to

workers.

The basic premise of profit
sharing is that the worker is
entitled to a fair share of the

gains from his labor when he
does a superior job, Mr. Noble
said.

In line with the investment

theme of the conference, Clarke
C. Stayman, vp of The First Na-
tional Bank of Chicago, said
profit sharing trustees who want
attractive fixed-income invest-

ments should investigate mort-
gages.

"In normal times, mortgages
provide a substantial improve-
ment in yield over bonds and
other fixed-income investments,"
he told members of the 22-year-
old organization. He pointed out
that many profit sharing funds
have shied away from such in-
vestments because of a belief

that they are difficult to value.
A reasonably good secondary
market today for FHA and VA
loans offers a means for valuing
them at any time, he said.

in the company's own stock. This

is "total profit sharing participa-
tion," he noted, because it not
only includes a portion of annual

profits but also benefits from
company growth from re-in-
vested or retained profits.

MR. MARKHAM said that for

conditions to justify such invest-
ments the firm's stock must be

publicly owned in sufficient
quantity to be widely held and
preferably should be traded on a

major stock exchange.
Burlington's own profit shar-

ing plan is 80 % invested in its
own stock and benefits of $40,-
500,000 have been paid out.
Shares held by the fund repre-

sent about 11 % ownership in the
company, he stated, and there

has been a 266% per-share ap-
preciation over 23 years. •

Urges buyers' independence

in loss prevention program
CHICAGO-Corporations A fundamental change in atti-

should be more interested in fire tude, which would make loss
protection than their insurance prevention a working part of the
carriers because carriers always corporate structure rather than
have an out-they just raise the an obligation, is needed, said Mr.
rates, said Willard (Bill) L. Hair.

Hair, assistant fp and manager Already there is a trend in thisof engineerk* at Rollins, Bur- direction, he noted. The airlines
dick, Hunfer Co. industry experimented with ex-

Mr. Hair told the Chicago panding foam and sprinklers in-
chapter of the American Society side cabins and the Factory In-
of Insurance Management that surance Assn. and Factory Mu-
the deductible or self-retention tual gladly went along with these
factor today gives the corpora- tests, but the airlines "ran the
tion a direct interest in loss pre- show,"he said.
vention, The corporation should be ea-

"Loss prevention is a matter of ger to retain whatever rights it
choice," he said, "and the corpo- has, Mr. Hair added, so that fire
ration has the right to determine engineers are not forced to ask
its own program." for unrealistically high stan-

dards because they know they

THE CORPORATE buyer ex- will have to negotiate down to
erts his independence in his in- the corporation's level.
surance program, and he must Buyers have influenced the in-
do the same in his loss preven- surance market and brought
tion program, Mr. Hair contin-
ued. Fire engineers are well

costs down, perhaps contributing

aware of the limits of corporate to the present lack of capacity,

time and money and are willing he concluded, and the only way

to work with the corporation to to change this is for the buyer to
obtain the most efficient use of reduce accidents by exerting his
both. influence in loss prevention. •

Ru/es Canadian government
neg/igent in ship co//ision

AT THE HARRIS Trust & Sav- OTTAWA, Ont.-An exche-
ings Bank of Chicago, which has quer court judge has found the
one of the nation's oldest profit federal government liable for
sharing plans, some sweeping negligence for a two-ship colli-
changes have been proposed. J. sion which killed three and in-
W. Cooper, the bank's assistant jured 11 persons in the St. Law-
vp, said that, pending Internal renee river 3 42 years ago.
Revenue Service approval, em- The 5,521-ton West German
ployes will be able to contribute freighter Transatlantic burned
up to 10% of their salary to the and sank after it collided with
plan as of Jan. 1, 1969. the 5,700-ton Dutch freighter

Optional investment funds will Hermes on April 10, 1965. Both
also be established for employes ships were fully loaded.
to choose from and a common In a 142-page judgment, Jus-
stock and short-term bond fund tice Camil Noel found the Feder-

will be offered. Mr. Cooper said al Transport Department negli-
there would be provisions to per- gent in failing to ascertain that
mit special withdrawals of some range lights guiding ships
funds prior to retirement. through the shipping channel in

"These changes tend to re-em- Lake St. Pierre, between Sorel
phasize the incentive values of and Trois-Rivieres, had shifted
the plan," he added. out of position. He also found the

department negligent for failing
OTHER INVESTMENT tips to warn navigators that it knew

were offered by Kenneth Holmes, the lights to be unreliable.
national institutional sales man-

ager for Merrill Lynch, Pierce,
Fenner & Smith, and W. S. Mark-
ham Jr., vp with Burlington In-
dustries.

Mr. Holmes told the profit
sharing executives to set invest-
ment return goals for annual

three groups of companies in-
volved with the Transatlantic.

They claimed more than $5,000,-
000 in damages.

Justice Noel did not deal in his

judgment with the amount of
damages to be awarded, but in-
vited the parties to make repre-
sentations through the registrar
of the exchequer court.

The government is expected to
appeal the decision to the Su-
preme Court of Canada.

The decision was the first in

several suits arising from the
same accident argued in the ex-
chequer court, its admiralty divi-
sion and the Quebec admiralty
division.

Records in Ottawa show vari-

Ous claims and counterclaims
totaling more than $13,500,000;
some may be duplications.

The court's judgment was the
first move to untangle the web of
litigation due to the collision. •

THE JUDGMENT places for
the first time an "unqualified Walsh named manager
duty" on the crown to insure that W. Kevin Walsh, formerly
navigational aids on Canadian with Travelers Insurance Cos.,
waterways are fulfilling their in- has joined Manufacturers Assn.
tended purpose. of Connecticut, Hartford, as in-

The action was launched by surance manager.
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SELF INSURANCE
can be a labyrinth without

For consultation and complete service have your
Insurance Broker or Insurance Manager contact

IU)BERT F. COLEMAN, INC.
Workmen's Compensation, Public

Liability and Accident Control
Specialists Since 1923.

EOBERT F. COLEMAN, INC. • 54 Stone Street · New York, N.Y. 10004 · (212) 493-7900

What do you

call something young

and growing...

that's going to be

VERY SIG!

6

Ditisy StwinDerP ... Forget-Me-Not? ... Tusker 4 1,cy F

It's a new kind of group life insurance which builds cash
benefits-controls and saves premium costs-eliminates
the need for post retirement life expense.

We call ours .

PERMAPLAN

A BETTER KIND OF LIFE

Coitact any Provident group office or write Bill Mitchell,
Vice President, Provident Life and Accident Insurance
Co-npany, Chattanooga, Tenn., 37402.

Since 1887 .

GROUP DEPARTMENT

Provident
LIFE AND ACCIDENT

CHATTANOOGA
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opinions Number of Americans

with disability letters
income insurance

Pause for breathNixon's the one 1957 1967
To the Editoi For some time

33,000,000 41,000,000 you have been running some ma-What effect-if any-will Richaid M Nixon's election to the insurance company coverage
terial in your Info for Buyershighest office of the land have on the insurance industl y 9 Employer/employe policies 21,000,000 29,000,000 column offering information rel-

Mr Nixon favors a hike m Social Security tied to cost-of-living Individual policies 15,000,000 12,000,000 ative to Northwestern National

increases, strengthening of private health insurance and private Formal paid sick leave plans 9,000,000 unavailable Life's Employe Benefit Counsel-
ing Servicepension plans, and action by the states and the federal government Other plans 1,000,000 unavailable The response has been veryto help provide Insurance In rlot areas

Total number covered (accounts gratifying and we are now at-
In addition, Mr Nixon said it will be his goal to "encourage private

for duplication of coverage) 43,000,000 58,000,000 tempting to fill the hundieds of
retirement programs to provide for earlier retirement on a voluntary requests for information which(a 33% increase

have come in as a lesultbasis with reduced benefits, m order to give greatei freedom to the in the past
We would like you to with-Individual worker and more flexibility to employers " ten years)

Source Health Insurance Institute draw this material foI a few
During the campaign Mr Nixon came out for leducing the age for months to give us an opportunity '

universal coverage under Social Security from 72 to 65 and for to catch our breath

permitting the elderly to increase their earnings u ithout luniting Counse/ing services as Frank Anton

Advertising and Sales Promo-Social Security benefits
tion, Northwestern NationalHe also supported a rise in widows' benefits from the present 82% communicators of benefits Life Insurance Co, Minneapo-
lis, Minnof a deceased husband's pension to 100%, and lestoration of the 100% We note with considerable Interest that employe benefits men these

income tax deduction that those over 65 could once claim for many days are talking about providing their employes with financial and
drug and medical expenses estate counseling services A thousand pardons

Although the President-elect rejected the idea of a compulsory The advantages, they explain, are that such services would help To the Editor I commend you

health insurance plan, Mr Nixon told campaign audiences that communicate the value and Importance of the benefits provided by for the very timely articles re-
garding directors and officers li-what's needed ts "a massive program to provide new doctors and the company, and also they would be an excellent way of finding out ability, and insurance to CoveI,more health facilities "

what employes really want which appear on pages 11 and 31
The Republican platform used considerable space to expound on With the cost of benefits reaching higher and higher levels all the of the Oct 21 issue of Business

the need for keeping a lid on rising medical costs, which it said are time (group life and health covel ages now cost the average corpora- Insurance but, also, register a se-
rious complaint against the mis-rlslng 16% a year-"four times the national aveiage of price in- tion as much as all other insurance combined, we have been told), no information regai ding the con-creases "

company can afford to waste its money on unwanted and unappre- tinuation of the former on pageThe platform said the Republicans "pledge to encourage the ciated benefits 23 The fact is that this article is
broadening of private health insurance plans, many of which cover In preparing for the special section on group life and health continued-not on page 23- on

page 24 This little bit of care-hospital care only, and to review the operation of government insurance, contained elsewhere in this issue, we learned for instance
less misinformation cost me sev-hospital cai e programs m order to encourage more patients to utlilze that employes have had a favorable reaction to such relatively new eral minutes of valuable time Ifnonhospital facilities

coverages as group paid-up life insurance and long-term disability you have many readers the ag-Insurance men interviewed by Business Insurance, pointing to Mr coverage--even though the employes themselves have to foot the bill gregate loss of time caused by
Nixon's statement to the securities industry deplormg "heavy this mistake must have beenfor most of the cost

quite considerablehanded" bureaucratic iegulation, have the impression that the Presi- One of the problems, though, is that some employes-notably Cameron Chisholmdent-elect might well soft-pedal any sweepmg investigations of lower paid ones-don't want to assume the burdens of coinsurance or Chairman of the Boai d, Tele-insurance, including automobile, credit life and workmen's compen-
deductibles, although this sort of sharmg of costs would allow flex Inc, North Wales, Pa

sation carriers President-elect Nixon's attitudes toward business
employers to provide coverage against the "catastrophic" illnessregulation may also be reffected in future actions of the Fedei al That's where a good counseling service should come in-to show Riot cover tips

Trade Commission regarding the acquisition of insurers by con-
To the Editor Busmess Insur-the employe how his total package of company benefits, personalglomerate holding companies

insurance and other financial investments contributes to the em- ance ts read by myself and others
An insurance consultant said that "if he had to guess" he sees the in my department who are di-ploye's overall "net worth "

rectly involved with the prop-possibillty that the Treasury's rules on pension mtegration with And, of course, when he realizes how big a chunk of his estate erty and liability protection ofSocial Security "will be given further scrutiny "
comes from company-paid benefit plans, lt'S a safe bet that he'll react our bankUnder a Humphrey administration, the consultant added, the
with keen interest the next time his company introduces a new The educational as well as

hkehhood of general revenue financing of Social Security existed, news content of the articles havebenefit
but he doesn't think the Nixon administration will have much proved to be very useful to us
sympathy with this idea and certain articles, such as

At any rate, we're glad Mr Nixon was elected and we wish him Announcing: A new service those dealing with "Ilot losses"
have lead to the questioning of

every success in uniting our troubled country His ideas on financing the adequacy, kind and currency
urban development through income tax Incentives to private enter- for readers of various of our coverages

We look forward to readingprise strike us as an effective alternative to massive federal spending We've noticed in our letters column from tune to time requests fol
future issues and especially the-and one in which the insurance industry can well participate some basic reference articles on risk management and employe series of articles on risk manage-

benefits and we've tried to oblige as much as we could without ment commenced in your Sep-
disrupting our normal news coverage tember 27 issue

business insurance Daniel J. Finn Jr.Now, however, we've decided to formalize a procedure whereby
Vice President, Marine Mid-we can offer readers educational-type material that we've already land Trust Co of Western New

published and also brand new information m book form York, Buffalo, N Yfor buyers of emplove, property and Itability protection
RANCE CRAIN, Editor RICHARD C BJORKLUND, Managing Editor As our first effort m this direction, we've set up a book division to
Associates Neuu York-ROBIN MENZ, NEIL SHALIN Chicago-TERESA NORTON
Son Franctsco-KENNETH R MACDONALD Correspondents in all pnncipal cities publish "Employe Savings Plans The Coming Trend in Retirement Likes 'Info'
BURTON ROVENS, art director Planning" by Bion H Francis, corporate director of employe benefits To the Editor I have found
Contnbuting Editors DONALD BERRY, insurance manager, Borden Co, New York at Crucible Steel Co and a Bitsiness Insurance columnist Bustness Insurance easy to readJOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVINSON, in-
surance manager, Port of New York Authority ELLIOT BEIER, manager of pension In addition, we're coming out soon with a booklet of 31 corporate and a good tool to keep abreast
and profit-shanng services, Nuveen Corp . New York J E BENOIT, vice president, Harry insurance profiles which we've published in the first year of our of developments in the insurancePrice, Hill)orn Insurance Ltd, Montreal CARL J VOGT, superviqor of workmen's compen-

field I spend about one thud ofsation, General Tire & Rubber Co, Akron H CHARLES KWASHA, partner, Kwasha operation The insurance operations of such companies as R JLipton Co, Englewood Cliffs, N J HOWARD L PECK, partner, Hewitt Associates, my time on insurance mattersLibertyville, Ill BION H FRANCIS, corporate director of emplove benefits. Crucible Steel, Reynolds Tobacco Co, Monsanto Co, Seven Up, Smclair Oil, Gen- Of particular interest to me lSPittsburgh J P OLSEN, insurance manager, Ingersoll-Rand Co , New York NED
MILLER, partner, Romm. Miller & La,arus, New York eral Electric, MeGraw-Hill and Hunt Foods, among others, are de- the Info for Buyers feature I

MYRON A HARTENFELD, publisting director tailed in the booklet have already ordered bookletsALFRED M.ALECKI, advertising director
THOMAS J DELLAM ARIA, production manager from this column twiceIn the works are plans to pubhsh booklets on safety, internationalDistrict managers New York-CHARLES A HORVATH, THOMAS J O'MARA My only suggestion would beChicago-LAMAR R LEAHY

Southern representative-WILIAM B CARR, Insurance and perhaps one on basics of risk management and em- to provide a more detailed table
2500 N E 48 Lane, Fort Lauderdale Fla 33308 ploye benefit fundamentals of contents, probably on page 2Assistant BERNICE STELfER

Why did we pick employe savings plans as the topic of our first Charles S. Tappan
Published by Advertising Publications, Inc, Chicago, publisher of Adverbsing Age, book 9 Let Mr Francis explain Staff Attorney, Great LakesThe college youngster you areIndustrial Marketing, Advertismg & Sales Promotion, Markebng Insights

Gas Transmission Co, Detroit,G D CRAIN, JR, chairman S R BERNSTEIN, prendent trying to recruit tosses aside the booklet on your retirement plan If MichM A HARTENFELD, vice-president and bustness mandser G D LEWIS, vice-pres:dent,
sales J J GRAHAM, J V O'CARA, S E COHEN, D J CLEARY, JR, vice-presidents he comments on it at all, it may be with the question, 'But what doesG R CRAIN, secretary and treasurer, J H TERRY, assistant secretary and assistant
treasurer this do for me nolo?'

Cable address ADAGEAPI 'The only place'
"What's your answer? There is an answer, but not from retirement

To the Editor You are to bePublished at 740 Rush St, Chicago 60611 ( 337-5200) Offices at 630 Third Ave, New plans This is perhaps why employe savings plans are one of the mostYork 10017 ( YU 6-5050), National Press Bldg, Washington, D C 20004 (RE 7-7659) congratulated for the finest in-1018 Fisher Bldg, Detroit 48202 (TR 2-7211),6404 Wilshlre Blvd, Los Angeles 9004i rapidly growing klnds of employe benefits in the US today " surance publication to come offCOL}ve 1-3710), San Francisco (GR 4-8532), Fort Lauderdale ( 564-1850)
35 cents a copy, $8 a year m US, Canada and Pan Amenca Elsewhere $4 a year extra We hope to be announcing other new services for our readers m any pressWILLIAM STRONG, circulation director Four weeks' notice required for change of

Business Insurance is the mostaddress Address all subscriptions correspondence to ELOISA D'OVIDIO, circulation the months to come, Meanwhile, if you have a suggestion on groups
services manager comprehensive insurance period-b./0 of articles you'd hke to see us publish-either from our clip files or

leal yet-the only place one canISTS1 Member of Buslness Publications Audit of Circulatlon dZ current material-please let us hear from you Continued on page 50



Can we shed a little more?

Whatcan you do :more than you're now doing) to attract good new
employees, and keep good old ones from joining the competition?
If you're in the dark, let us shed a bright new light.

You can now offer a far more appealing group life insurance plan.
Young people like it because they can build cash values and have
the option of continuing their protection if they leave the company
.. . which they can't do under the old group term plan you probably
have now. Your older employees will like it because they can take it
with them when they retire. Whereas under your present group
term they probably lose the group insurance when they retire, or

have to convert at an age when the cost is prohibitive.

This new improvement is TP.·AM Life's new Term/Permanent group
life insurance. It'sa way to make term plus permanentcashvalue life
insurance available to your management group, and ALL your em-
ployees, on a favorable group basis.

Yourcompanycost will likely be no more than now. .. perhaps even
less in the long run. Today, there are relatively few insurance com-
panies that offer such a program. Don't stay in the dark. Call us.
We're in the Yellow Pages.

A M Life Insurance Company
an affiliate of

AMERICAN MUTUAL INSURANCE COMPANIES
Wakefield, Mass. 01880'
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Higher malpractice rates hike medical costs
NEW YORK-A boost in mal-

practice insurance rates for doc-
tors and hospitals has come in
the wake of an increasing num-
ber of substantial awards handed

down by the courts-awards
reaching $500,000 and even $1,-
000,000.

Two suits have been won

against doctors exceeding the
$1,000,000 mark. During this year
alone, one insurer pointed out,
costs, fees, court-awarded dam-
ages and settlements may ap-
proach $75,000,000. Hospitals
have become vulnerable to

awards reaching $500,000 per
person.

A new area in which doctors

are facing increasing liability is
transplants. A Texas district at-
torney warned that present state
laws may not protect doctors
from liability in transplant cases.
He said that his office could not

assure the Dallas County Hospi-
tal District that doctors "will be

shielded, immunized and com-
pletely protected from suit and
liability merely because of the
forms submitted."

ADMINISTRATOR OF the

hospital district described the
forms involved. One calls for

the "consent of recipient for
transplantation" and the other
for "authorization of legal next
of kin for removal of organ."

Insurance executives and med-

ical personnel agreed that the
public has become more claims
conscious, but they point out that
it will be the public that bears
the rising cost of insurance cov-
erage through higher medical
costs-both doctor's fees and

daily hospital room rates.
One hospital in the New York

area charges $87 a day for a pri-
vate room; its semi-private rates
run about $66. "And every time
you pick up a paper, you can
read of hospital room rates being
jacked up," a hospital consumer
complained.

THE NEED FOR insurance to-
day has become very acute "as
we look at the court awards," a
hospital executive added, "but
the market is very tight and pre-
mium rates are expensive."

Doctors in 29 states have expe-
rienced premium increases-in
some cases as much as 100%. For
example, the top coverage for
general surgeons in Los Angeles
County has jumped from $756 to
$1,688. A plastic surgeon with a
few claims against him may have
to pay up to $4,000 a year.

A plastic surgeon in Illinois
who paid $437 last year for $1,-
000,000 of coverage now has to
pay $815.

Travelers goes
internaNona/

HARTFORD-Travelers In-
surance Cos. has established a
combined group and casualty-
property international depart-
ment, with supervision assigned
to Richard M. Murray, newly-
named second vp.

Mr. Mfirray was previously vp
for international business at Guy
Carpenter & Co., a major rein-
surance firm.

He will aslo have responsi-
bility in casualty and property
reinsurance for Travelers.

The new international depart-
ment will provide worldwide
coverage, coordinating efforts of
Travelers with Guardian Assur-
ance Co. Ltd. of Great Britain
and Reuione Adriatica di Sicurta
of Italy. m

Hospital rates for malpractice
were increased in 1961 to $21 per
bed but there's a definite need
for a revised rate, according to
Dennis Dix, assistant vp of John-
son & Higgins. The $21 is for ba-
sic limits of $5,000 per claim, and
a $10,000 aggregate limit. But,
Mr. Dix said, "we are trying to
get all hospitals to have limits of
$500,000 and $1,000,000."

FOR A METROPOLITAN

New York hospital, suggested
limits are $1,000,000 and $5,000,-
000.

Mr. Dix explained that on top
of the basic rates, each hospital
has an experience rating combin-
ing past premiums and losses. He
pointed to one hospital that's
now paying four times the man-
ual rate.

With most hospital malprac-
tice policies, the coverage is
written with $10,000 and $50,000
deductibles. But even with de-
ductibles and higher rates,
there are very few insurers that
underwrite the coverage.

VARIOUS STATE hospital as-
sociations have organized their
own group insurance plans to
combat the underwriting capac-
ity.

Mr. Dix contended that "better
communicasions" might be one
factor in the increasing number
of claims. People are finding out
about the court awards which
have been handed down, he said.

At one time hospitals were
protected by "eleemosynary im-
munity," meaning that a recipi-
ent of charity could not sue

them. But these laws were re-

scinded and hospitals started
being sued. At first patients had
to prove negligence but then the
plaintiff was given the right of
res ipse loquitor, or the thing
speaks for itself. This means that
gross medical error will be ac-
cepted as proof of negligence.

THIS AVENUE OF legal re-
course is not limited to patient-
hospital suits but applies also to
doctors. Another insurer ex-

plained that the doctrine of in-
formed consent can be applied in
suits. By this, a doctor must
make reasonably clear to all pa-
tients the risks in a particular
treatment 6r operation.

Looking at the present trends
in patient suits with awards con-
tinuing to get higher, one insur-

ance executive acknowledged
that hospital and doctors alike
"have to guarantee a cure or else
face a possible patient claim."

Mr. Dix doesn't foresee a level-
ing off in patient claims; he pre-
dicted that awards will get even
higher. One of the problems for
hospitals, he said, is that they can
tell employes how to take care of
patients but they have no control
over doctors. "That's one of the

big dilemmas at hospitals today,"
he added.

He said that if the awards con-
tinue to increase and rates go up,
state or federal governments
may have to set up an assigned
pool arrangement to provide in-
surance. Hospitals have to have
sufficient coverage or else "give
them back their immunity," he
contended. •

R.E.Lee&Son the future
1]uilds the past for
forAmerica... youth...

A

. 1/

Monticeljo, home of Thomas Jefferson. R. E. Lee, Sr., pictured above with
his son, has been responsible for an restoration of this famous landmark
for the past 33 years.

The Arts &Sciences Building ot the University of Virginia
is a $1,117,000 project scheduled for completion
in December of 1968. Pictured above (left to right) are
Donald Haislip, Safety Engineer of Thomas Rutherfoord
Bonding & Insurance, J. A. Kessler, Jr., President of
R. E. Lee & Son and F. J. Warner, Lee's job superintendent.



Mutua/ of Omaha iugg/es retention
to get ready for iumbo iet/iners

OMAHA, Neb .-M utualof
Omaha has reshuffied its reten-

tion and reinsured a greater por-
tion of its air trip travel insur-
ance in order to get ready for the
advent of jumbo jetliners.

V. J. Skutt, Mutual's chairman,
revealed that although its reten-
tion would be altered, he did not
expect the cost of air trip insur-
ance to change. Mutual, along
with a number of other com-

panies in this business, reduced
its rates five years ago.

Policies now range in price
from 5¢ for $15,000 coverage to $5
for $150,000. Mutual estimated
that nearly 10 % of all airline
passengers buy policies.

Mr. Skutt did not reveal exact

terms of the reinsurance ar-

rangement. He said that his com-
pany had been studying plane
trip coverages for the past five
years, just about the time the
concept of jumbo jets was first
announced.

THE BOEING 747 superjet,

able to carry up to 400 passen-
gers, will be test flown next
month. The superjet has caused
other insurance headaches for

buyers, because its potentional
liability in the event of a crash
could overburden even the larg-
est insurance company's capac-
ity.

It is estimated that $20,000,000
in premiums are generated an-
nually in air trip travel insur-
ance. Mutual contends it is the

and protection
for itself with
The Home's

Industrial Policy.

largest writer of this type busi-
ness in the world.

Mutual's revelation that it has
been able to secure reinsurance

has surprised some insurance ex-
perts. It is known that the Lon-
don market eut back by 5% the
discount it pays to U.S. insurers
on this type of cover from 60% to
55% earlier this year.

INSURANCE SOURCES also
noted that the London reinsur-

ance market for all types of air
travel insurance, including group
travel, has all but dried up with
the coming of the giant liners.

However, the group travel
business has not been as serious-

ly affected. For one reason,
group travel is not as expensive

for the insurance companies to
write, and insurers have more
premium dollars to work with.

Air trip cover on a single per-
son is typically sold over the
counter at an airport, with part
of the premium going to the air-
port management, the agent, the
carrier and the reinsurer.

ANOTHER REASON group
travel has not been affected is

that insurance companies have
included maximum loss limits in

many group travel policies in
order to minimize loss in the

event of a catastrophe. For ex-
ample, a group policy may limit
to ten the number of claims it

would pay on a policy, even
though the insured may have
several thousand employes and
conceivably a large number
could be on any one plane at a
given time. Some companies lim-
it the number of employes al-
lowed on any one single flight.

When jumbo jets were first an-

R. E. Lee & Son's industrial Policy was tailored
by John L. Clarke (pictured below to the left),

J. Carey Minor and Donald Haislip 01 Thomas
Rutherfoord Bonding & Insurance, Roanoke,
Virginia. With Mr. Clarke in front of the nearly
completed Charlottesville City Hall-another
Lee project-are Jack Horn, V.P. and Project
Manager and R. E. Lee, Jr., Treasurer
of the Lee organization.

R. E. Lee & Son, Inc. of Charlottesville,
Virginia covers a wide range of construc-
tion projects. Everything from historical
restorations to school buildings.

Lee's insurance needs are wide, too.
"Where we used to need separate poli-
cies," says Chairman R. E. Lee, Sr., "The
Home's Industrial Policy does the job.
And-saves us several hundreds of dol-

lars in the bargain. Our 1-policy program
from The Home covers buildings and
contents, vehicles, contractor's equip-
ment, comprehensive general liability
and builder's risk."

Whether you're a manufacturer, util-
ity, contractor or any other industrial en-
terprise-you, too, can profit from The
Home's Industrial Policy program.*
It gives you protection you need while
it minimizes gaps and overlaps. You can
get property damage . . loss of business
income... broad general liability...
boiler and machinery... automobile...
crime loss... fidelity... excess and catas-
trophe... marine.. .Workmen's Compen-
sation-all under one program-with a
"bottom line" saving as impressive as
your gain in operating efficiency.

See how this program can help your
company. Contact your Home Agentnow
(in the Yellow Pages) or write for your
copy of our Industrial Policy brochure.

*Available in most states.

*
THE '

HOME
INSURANCE

COMPANY
59 Maiden Lane, New York, N. Y. 10008
Affiliates: The Home Indemnity Company
Peoples-Home Life Insurance Company
of Indiana
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nounced, most insurance compa-
nies writing air travel business
shuddered at the thought of los-
ing a plane load of insureds with
a loss potential in the millions of
dollars. Indeed, there were some
rumors that air trip travel cover
would no longer be sold.

Other insurance companies
currently selling air travel cov-
erages include Continental, Con-

tinental Casualty and Aetna Life
& Casualty. Policy limits are
available up to $150,000, but if
this high limit is purchased, the

buyer usually gets several poli-
cies written by several different
companies.

Court rules out

illiteracy as
iob disability

MONMOUTH, N.J.-The illit-
eracy of an Italian immigrant to-
tally disabled while working as a
New Jersey baker's helper does

not qualify as pre-existing, per-
manent and partial disability, a
New Jersey county court has
held.

Deciding the case of Morel-
10 vs. Baldanza Bakery, Mon-
mouth County Judge McGowan
noted that this question had not

been passed upon by any other
New Jersey court, but said "no
real problem is presented."

The workmen's compensation
statute "and its forerunners,
which are essentially the same,"
he ruled, "envision some perma-
nent and partial disability from
some cause other than the acci-

dent which renders the petitioner
totally disabled and for which he
is making his claim.

"The intent of the act is not

to impose any greater obligation

upon an employer who hires a
person not so injured. ... The
illiteracy and low intellectual
ability I categorize as a personal-
ity trait of the individual and not
as conditions of disability."

He noted that Mr. Morello had

in the past been able to secure

jobs both as a mason's helper and
as a baker's helper. "While
neither job requires a high de-
gree of skill. each is not totally
unskilled and each requires a
nominal amount of training," the
judge observed.

Nowhere, Judge MeGowan
said, "has a legislative intent
been found which extends the

pre-existing condition to illit-
eracy." He commented: "With
the great number of immigrants
arriving in the United States
daily, the interpretation of the
statute cannot be realistically
and practically extended to cover
such a situation as this." a
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ACF Industries

Abex

Admiral

Air Products &

Chemicals
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Allied Chemical

Allied Mills

Allis-Chalmers

Aluminum Co. of

America

American Biltrite
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American Can
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American Enka
American Home
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Foundry
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American Tobacco
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Beatrice Foods

Bell & Howell
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Blaw-Knox

Boeing
Boise Cascade

Borden

Bristol-Myers

Campbell Taggart
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Carnation

Central Soya
Cerro

Champion Spark Plug

Chicago Bridge & Iron
Chicago Pneumatic

Tool

Chrysler
Cincinnati Milling
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Colgate-Palmolive
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Consolidated Cigar

Container Corp. of
America

Continental Can

Control Data
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Cowles
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Cudahy

Cyclops

Diamond Shamrock
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Eastern Gas & Fuel
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Eastman Kodak

Ethyl
Evans Products

FMC

Fairmont Foods

Federal-Mogul

Federal Pacific Electric

Firestone Tire &

Rubber

Ford Motor

Foster Wheeler

Freeport Sulphur

General Cable

General Dynamics
General Foods

General Motors

General Telephone &
Electronics

Genesco

Georgia-Pacific
Gillette

Goodrich (B.F.)
Grace (W.R.)
Green Giant

Grinnell

Gulf & Western
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Hammermill Paper
Hanna Mining

Harris-Intertype
Harsco

Harvey Aluminum
Heinz (H.J.)
Hess Oil & Chemical

Hewlett-Packard

Hooker Chemical

Hormel (Geo. A.)
Houdaille Industries

Hunt Foods &

Industries

I-T-E Circuit Breaker

Inland Container

International Business

Machines

International Harvester

International Milling
International Minerals

& Chemical

International Paper
International Silver

Interstate Bakeries

Johns-Manville

Johnson & Johnson

Jonathan Logan

Kaiser Aluminum &

Chemical

Kaiser Industries

Kaiser Steel

Keebler

Kelsey-Hayes
Kendall

Kennecott Copper
Kidde (Walter)

Lever Brothers

Libbey-Owens-Ford
Glass

Lipton (Thomas J.)
Litton Industries

Lockheed Aircraft

Lorillard (P.)

Magnavox
Martin Marietta

Mead

Merck

McCall

McDonnell Douglas
McGraw-Edison

McGraw-Hill

McLouth Steel

Midland-Ross

Monsanto

Motorola

National Biscuit

National Can

National Cash Register
National Gypsum
National Lead

National Steel

North American

Rockwell

Northrop

Olivetti Underwood

Otis Elevator

Owens-Corning
Fiberglas

Owens-Illinois

Pabst Brewing

Pacific Car & Foundry

Parke, Davis

PepsiCo

Phelps Dodge

Philip Morris
Phillips-Van Heusen
Pillsbury

Polaroid

Procter & Gamble

Pullman

Purex

Rayonier

Raytheon
Reliance Electric

Revlon

Reynolds Metals
Reynolds (R.J.)

Tdbacco

Rheem Manufacturing
Riegel Paper
Robertson (H.H.)
Rockwell

Manufacturing
Rohr

St. Regis Paper
Schering

Scott Paper
Scovill Manufacturing
Sharon Steel

Shell Oil

Singer

Springs Mills
Square D

Squibb Beech-Nut
Standard Brands

Stanley Works
Sunbeam

TRW

Texas Gulf Sulphur
Textron

Thiokol Chemical

Times Mirror

U.S. Plywood-
Champion Papers

Union Carbide

Union Tank Car

Uniroyal

United Merchants &

Manufacturers

Upjohn

Varian Associates

Vulcan Materials

Warner-Lambert

Pharmaceutical

Warner & Swasey
Western Electric

Westinghouse Air
Brake

Westinghouse Electric
Weyerhaeuser

Wheeling Steel

Xerox
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Has group health insurance failed?

business insurance, November 18, 1968/27

business insurance/perspective

by Bion H. Francis,
corporate director of
employe benefits.
Crucible Steel Co.

Bion H. Francis

ising costs!This is perhaps the major trend in
medical expense insurance. The cost of a
major sickness or injury is catastrophic
to the individual who must meet these
costs without insurance. Even with in-
surance, the costs are now so high and
rising so fast as to cause difficulties. Let
us look at some of these difficulties, to-
gether with the insurance changes which
they are causing, and the methods of con-
trol which are evolving:

Prevailing fees: Surgeons' fees are ris-
ing. This has produced a demand to have
insurance pay the entire fee of surgeons.
The major unions have taken the lead in
this and have negotiated for insurance to
pay "prevailing fees."

In addition to the difficulties of termi-

Telling the benefit story

nology and definition, this has, created a
problem of control. Previously, this cov-
erage was usually provided on the basis
of a schedule of fees. As fees rose, this
usually resulted in some additional pay-
ment which had to be made by the in-
sured. This resulted in some degree of
control-or at least concern-over the
amount of the fees.

With payment of the entire fee by the
insurance company, control by the
insured his been eliminated. If any con-
trol is exercised, this must be done by the
insurance company. As a result, insur-
ance companies have been constructing
"profiles" of the fee schedule of individ-
ual doctors in order to limit the payment
of fees. There may be some objections to
this, but what are the alternatives?

Hospital costs: These have been rising
faster, perhaps, than any other form of
medical expense-so much so that this
may be the center of the entire problem.
I will discuss this later, but first I wish
to list some of the other changes which
are taking place.

Major medical insurance: Traditional-
ly, this form of insurance has been writ-
ten for those with higher salaries or in-
comes. It has the advantages of flexibility
in meeting all sorts of medical expenses.
But union employes now are also feeling
the burden of medical expenses which
arise from the increasing cost of visits to
doctors' offices, drugs, and similar costs.
Accordingly, the major unions have tak-
en the lead in negotiating major medical
insurance for their members. This is a

trend which will probably continue dur-
ing the years ahead.

Compulsory conversion: From all this,
it can be seen that satisfactory medical
expense insurance can be best obtained
as a byproduct of a job with a good com-
pany. Those who have had such jobs and
lost them are cast into the outer dark-
ness. As a result there has been a demand

to require conversion rights in group in-

surance. This is now compulsory for life
insurance and we will probably see a
trend to make it compulsory for medical
expense insurance as well.

Nonduplication clause: With rising
costs of medical care, insurance policies
to meet such costs have become increas-
ingly inadequate. However, there has at
the same time been a growth in the num-
ber of situations where two or more

group policies cover the same individual.
This arises from the fact that group in-
surance on male employes usually pro-
tects wives and children as well.

There has also been a great increase in
working wives. Because it is now illegal
to discriminate against female employes,
this means that they, too, must have the
same kind of insurance as is issued to

male employes to protect spouse and chil-
dren.

The result is frequently double cover-
age in which all members of a family are
protected by the insurance carried by the
husband and the insurance carried by the
wife as well. The total protection may
well be more than the actual costs' of

medical care. Obviously, if the insured
receives benefits in excess of expenses,
this will encourage utilizaticn of the in-
surance. What is already a bad expense
situation will become worse.

The "non-duplication" clause has been
developed to meet this situation.
Stripped of its technicalities, this clause
provides that if two or more group poli-
cies both cover the same situation, the
benefits provided by the two policies will
be used to pay medical expenses to the
total limit of these expenses. In other
words, the total amount paid out can not
be more tdan the total of the expenses.

IF THE AMOUNT to be paid is less
than the total of the two policies, the non-
duplication clause establishes the order
in which the two policies will be used. In
general, the husband's insurance will be
used first to meet his expenses, while the
wife's insurance is drawn upon to its lim-

Benefit communication

A service to employes
by Howard L. Peck,
partner
Hewitt Associates,

Liber,yville. m.

e must do a good job of com-
municating our benefits in or-

der to get nnore mileage from our big in-
vestment."

"Unless you tell the benefit story effec-
tively you don't get credit for the job
you're doing."

Statements like these express a com-

monly-held-and legitimate-viewpoint
on benefit communication. But there is

another viewpoint, equally legitimate,
that bears examination: benefit commu-
nication can be a valuable service to the'

employe.
When benefits were "fringes," minor

additions to the compensation package,
perhaps it was not too important that the
employe understand their effect. But to-
day employer-provided benefits ( includ-
ing the statutory) have assumed a major
role in helping the employe meet the
financial impact of illness and injury,

death, old age, and termination of em-
ployment.

DESPITE THE size of the benefit bill,

most employers seem to feel that provid-
ing money to meet these hazards is a
joint responsibility of the employer and
the employe (with government making
some of the rules). Unless the employe
understands what the employer's pro-
gram provides, he has no basis for decid-
ing where his responsibility ends.

To protect himself against medical ex-

pense beyond what the employer's pro-

its to meet excess expenses. Similarly,
the wife's insurance will be used first to

meet her expenses with any excess to be
met from the husband's insurance. For

medical expenses for children, the hus-
band's insurance will usually be used
first, followed by the wife's insurance.

But all efforts to control costs can have

only limited success as long as the basic
situation remains unchanged.

The basic situation is that medical ex-

penses-hospital expenses in particular
-have been rising sharply, and this rise
is still continuing. Recently, I made a
study of the cost of major medical insur-
ance negotiated by a steel union. Before
saying that this would be the increase in
cost, I made a study of cost trends, and
came to the conclusion that the increase

in cost resulting from the new major
medical insurance was less than the in-
crease in cost which would have occurred

anyway because of rising hospital costs.

THIS INCREASE IN hospital expenses

will probably be in the order of at least
8% or 10% a year, for at least the next
two or three years. Some benefits man-
agers refer to this annual increase as the
"creep" in medical expenses. However, it
would appear that the "creep" is becom-
ing a "gallop."

In the face of all this, the only direc-
tion in which the cost of medical expense
insurance can go is up. In fact, it can be
argued that it is not to the interests of
most people to increase insurance protec-
tion on medical expenses. A major result
is to increase these expenses still further
and reduce the money available for other
spending.

How long can medical expenses con-
tinue to rise? How can they be brought
under control? There are many who be-
lieve that purely financial methods of
meeting the burden-such as insurance-
have failed, and that the problem must
be attacked in physical terms. This would
probably mean group clinics, perhaps
like those associated with the name of

Kaiser on the West Coast. •

gram will cover, should he have some
supplemental insurance? Would his fam-
ily be able to live on the long-term dis-

ability benefit provided by the em-
ployer-or should hd supplement this?
How much personal life insurance does
he need to go along with the company
benefit?

What about retirement income? What

will his company pension and Social Se-
curity provide? Will he need more? How
much? How can he provide it?

Some employers are beginning to offer
some aids to family financial planning,
with effective benefit communication be-

ing an important part of the package. A
major element is the computerized status
report that gives the employe a periodic
accounting of his personal benefits.

THE IMPORTANCE of such comngu-
nication is seen in the financial planning
sessions of the "retirement preparation"

Continued on following page
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programs of many employers. We should
recognize that the need for information
about retirement benefits doesn't sud-

denly arise when an employe reaches
some magic age-55 or 60 or 62. It merely
intensifies as the time of retirement ap-
proaches.

This "service" aspect of benefit com-
munication, important in relation to the
"automatic" benefits-those about which

the employe has no decisions to make-

becomes even more urgent in helping the
employe to understand and measure the
effect of his decisions about optional ben-
efits.

One large employer has an optional

contributory maternity benefit in its
medical care program. The plan provided

(it has since been changed) that the em-
ploye must elect this benefit within a
stated period after being hired or (if lat-
er) being married. If he did not so elect
he was forever excluded from the plan.

Despite various attempts to create an
awareness of the deadline, employes fre-
quently complained that they had not
been told about it.

Failure to communicate brought re-
sentment and dissatisfaction.

A FEW MONTHS ago a leading phar-
maceutical manufacturer introduced a

new preretirement survivors' income

benefit into its retirement plan. Part of
the benefit was automatic-part was op-
tional. Several thousand employes who
qualified for this benefit were to be asked
to decide whether they wanted to accept
a slightly reduced retirement income in

I r

Howard L. Peck

the folder was placed a personal com-
puterized report, giving the individual
employe the facts on his own situation,
the effect of electing or not electing the
option. Provisions were made for indi-
vidual counseling.

Result: What could have been a source

of confusion and frustration was intro-

duced smoothly, and achieved a high lev-

el of employe acceptance. The company
had met its obligation, performed a val-
ued service to the employe, and saved
itself from a massive headache.

return for the optional coverage.
The provision was rather complex and

the employe had to make a decision
about it that could affect his income over

many years of retirement. Clear, person-
alized communication was indicated.

A visual presentation was developed
and pretested for comprehension. A fold-
er was devised to incorporate some of the
visual concepts in the presentation and to
explain the choices and their effects. In

Managing the employe
benefks function

by E. 1 Willis,
manager of emp/oye benefits,
Genera/ Eledric Co.

E. S. Willis

(The foHowing article is based on a
talk given by Mr. Willis before the Colin-
cit of Emplove Benefits annual conference
in October.)

During the past 25 years-roughly
since the end of World War II-there has

been vast development, change and
growth in industry and in occupations. In
fact, this period might well be called the
"industrial revolutionary era." It goes
without saying that it has been exciting
for all of us.

For those of you here, and many not
here, this thrilling period has had special
significance because the profession of the

benefits manager is one of the new func-
tions that this period has produced.

There were benefits before World War

II but they were minor in cost, minor in
interest, minor in management thinking

First of three parts

and fragmented. What few benefits
existed were managed out of the left

pocket of some manger-probably who-
ever showed interest or had time. Usual-

ly, the financial executives had the re-

sponsibility because dollars were being
paid out and this was dominant in the

company's thinking either because the
relations activities were weak-or more

likely nonexistent.

NOW, BUSINESS IS BEGINNING to
realize the possibilities and importance

of benefits as a key part of employe rela-
tions and the corresponding need for ef-
fective utilization of this modern tool in

the relations kit. With 20% to 35% of

total employe compensation going into
benefits, they have become a major busi-
ness cost.

Fringes will generally exceed the cost
of annual plant and equipment additions,
or taxes, or dividends to shareowners.
Next to direct pay and cost of materials,

benefits will undoubtedly represent a
larger expenditure year in and year out
than any other cost of doing business. I

say "year-in and year-out" purposely be-
cause they become a fixed cost. Business
is only beginning to realize this situation
and the need for alert, educated and pro-
fessional management in this area.

The overall professional management,

including research, analysis, planning,
development and utilization of benefits

A LARGE NATIONWIDE stock bro-

kerage firm recently changed its profit
sharing plan to add a deferred compen-

sation feature. The employe can now
take his year-end bonus in cash or have it

deferred in a qualified plan.
This would seem to be a relatively

simple decision, especially for the knowl-
edgeable people to be found in a bro-
kerage house.

Many of them are investment profes-

sionals who might logically assume that
they could take the bonus in cash, do
their own investing, and easily outper-
form the diversified trust fund of the

plan.
But such are the effects of tax laws and

IRS regulations that the individual
would have to do far better than the

trust fund to come out ahead of the qual-
ified plan.

TO HELP THEM make their decision

the employes were shown examples
based on hypothetical cases. One ex-
ample, showing an employe with final

should be in the relations function under

a benefits manager. This does not mean
that financial details should not continue

under the financial function, but, as a
man who worked in the finance function

for many years, I can feel free to say
that, in general, those responsible in this
area-as competent as they may be in
finance-are naturally not attuned to the
relations aspects of business operation.
The responsibilities for benefits should
rest primarily with the relations segment
of the.business.

THE JOB OF THE BENEFITS man-

ager requires a sound, well-thought-out
program encompassing the short-range
problems of today, this year and next
year; its needs for long-range planning
are almost beyond description.

However, before I go into these as-
pects, I should define what I consider as
benefits. It is broad based, and not just
pension or insurance. It should, and of
course in many companies does, incor-
porate the entire field of everything out-
side the direct pay for time worked. In
addition to pension or profit sharing and
individual insurance in all its forms of

life, accident, S&A, medical, it should in-
clude savings or thrift plans, stock sales
plans, credit unions, employe product
purchase arrangements, loan plans and
the whole gamut of pay for time not
worked: vacations, holidays, sick pay,
pay for other absences, military leave
pay, death in family allowances, jury
duty and the like.

Finally, the job of the benefits manager
should encompass full understanding of
and direct participation in the broad field
of statutory benefits-unemployment
compensation, Social Security, work-

pay near $50,000 a year, pointed out the
fact that the individual would have to
realize investment results almost twice

as great as those of the trust fund to
achieve a comparable after-tax result at
retirement. If both he and the trust fund

realized 10% a year, he would be better
off by about $160,000 to have his bonus
deferred.

Not many uninformed benefit decisions
carry penalties of $160,000 but this ex-
ample points out the responsibility the
employer assumes when he offers a
choice to the employe, and the value of
the service he renders when he does a

first-class communication job.
Good communication produces more

mileage from the benefit dollar, not only
for the employer but for the employe as
well.

Howard L. Peck is a partner in the p.
firm of Hewitt Associates, Libertyville,

Ill., independent consulting actuaries, 1
analysts, and advisers on pensions, profit
sharing and emplove benefits. He heads
the jirm's activities in emplove communi-
cation. Mr. Peck, who has been active in . le
the advertising and communication field
since his graduation from Grinnell Col-
lege, spent several years handling invest- s
ment securities advertising. He was a
program director for Wisconsin radio sta-
tions and for 15 years was an account 1
executive and later vice president of a
Milwaukee advertising agencv. Since
joining Hewitt Associates in 1952, Mr.
Peck has handled emplove communica-
tion projects for many companies in
various parts of the country.

men's compensation and so forth. These
statutory programs use up nearly one
quarter of our benefit dollars, provide
basic coverage in most areas and yet are
firmly avoided by too many companies
which simply take a laissez faire attitude
of paying through the nose but doing
nothing about it.

BENEFITS ARE ALL CLOSELY inter-
related and need to be considered as a

whole on an integrated basis. If one's
vision is limited to only one or two-say,
just insurance-how can a decision be
reached that may involve pav instead of
insured benefits for time not worked dur-

ing illness or widow's benefits through
pension or insured means and so on?
Further, they need to be managed in the
light of overall principles and not as an
item in the hand of the union negotiator
who may naturally be more concerned
with today's settlement than with tomor-
row's or the effect on the overall employe
relations.

Recently for most companies, a new
dimension has come into being that, in
my opinion, is clearly also the responsi-
bility of the benefits manager. This is the
field of foreign benefits. All too often
this has been handled-if anyone has
done work on it-by the international
unit of the company-or even the specif-
ie operating component of the company
responsible for the foreign operation.

While benefits overseas vary with each
country, there is such a close relationship
between benefit principles-be they do-
mestic or foreign-that they should be
controlled from one management point.
The closeness is increasing, too-pro-
gressive U.S. principles are being ex-
ported as more companies go abroad, and
a number of foreign concepts are being
introduced here. There is need for many
points of consistency in handling U.S. na-
tionals going abroad-the so-called- for-
eign service types-as well as the foreign
nationals serving in top management jobs
in their own nation or in other nations

(the "third-country nationals").
The fragmentation that has existed in

benefits because of its gradual growth is -
a real handicap to good benefit operation
and utilization; and hence, in my opinion,
all benefits, domestic and foreign, should
be within the scope of the benefits man-
ager who is integral to the employe rela-
tions function. •
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Vhy do 91%, 95%, 99%
Bign up for Bankers
Payroll Deduction Plans?

Bankers

does it better

with custom-made plans for these
flexible coverages...

Voluntary
Payroll Deduction Plans
• Long Term Disability

• High Limit Accident
• Cancer and Dread Disease

Regular Group Plans
• Hospital - Medical - Surgical
• Major Medical
• Life

• Travel Accident

Dealer and Distributor Plans

Credit Card Plans

Over 100 out of America's 500 largest

companies as listed in FORTUNE
carry Bankers Employee Benefit Plans.

Ask Your Broker
or call or write us.

1. The products fit the need.
Bankers Payroll Deduction plans offer the broad, flexible coverages that

fit everyone's needs.

2. The price is right.
Employees are quick to recognize the big value

low group rates.

that they get with Bankers

3.Pre-tested Enrollment Plans work.
Bankers group specialists give you all the help you need to get the greatest

number of people to sign up. And that's the name of the game!

GROUP AND SPECIAL RISK DIVISION

BANKERS MULTIPLE LINE INSURANCE CO.LIFE & CASUALTY CO.

4444 WEST LAWRENCE AVENUE, CHICAGO €0630,
BRANCH OFFICES IN MAJOR CITIES

AFFILIATED COMPANIES

PHONE: 312-777-7000

Constitition Life, Chicago • Gotham Life, New York · Certified Life of California ·
Internaticial Life, Louisville · Marquette Life, Chicago · State Life of Colorado
· Unior Bankers, Dallas · Southeast Title. Lake Park, Florida · Protection Mutual,
Philadelphia • Western Life Assurance Hamilton, Ontario.



WhydoesFirestoneinsurewithAFIA?

AFIA

Bea -ise Firestone and their b+okers

asked this .mportant question: Which for-
eign insurance uncle'writer has offices
wherever we need them, mairtains up-to-
the-min -Ite information, has a record of

experience overseas, an understanding at-
titude tcwards claims, and can be Ccinted

upor for service here and abroad when-
ever needed?

And they answered AFIA.
We have more than 200 branch of-

fices throughout the free world. In major
cit:es and places you can't pronounce. Our
staff is corsidered by many to be the most
high y trained and krowledgeable group

of foreign ins..Irance Feople to be found

anywhere. And our informatioi center in
New York has consistently been the leader

in supplying foreign information in more
than 80 counties.

We have 3,000 Employees through-
out the world gea'red tc serve o-ir insureds
whether in the United States or in some

remote part 0-- the world... with service
on the spot. Aid fast communications to
let you know what's happening.

That's just a few of the reasons why
Firestone is one of 87 of the 100 largest
companies in America doirg business
overseas that insures with AFIA.

WORLDWIDE INSURANCE World Heedqua.'ten: 110 W Iliam Street • New Ycrk, N. Y. 1 C038
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life & health benefits/* special report

New York Times man-on-the-scene Doug Robinson surveys ruins of village of Daido near demilitarized zone.As he stands with U.S. marines amoig the ruins, far from his mird is a travel accident policy which covers himas a New York Times employe and pays five times salary. The company has to pay additional premiums on itsmen in war zones.

War zone reporters of N. Y. Times
have made one c/aim since '59

NEW YORK-A worldwide
newspaper with correspondents
and representatives prowling
around in war zones-right up to
the battle grounds-has had only
one claim since 1959 on its travel-
accident policy.

"And that was a disability
claim, not a death claim, of
which there have been none,"
said Edward Pelz, personnel
manager for the New York
Times. He and John Nealy, cor-
porate insurance manager, han-
dle the newspaper's insurance
needs.

M r. Nealy said that the Times
usually stations about five men

Group sales pace
life insurance growth

In 1967 group purchases ac-
counted for the largest per-
centage increase in life insur-
ance coverage, with a jump of
54% over 1966.

Ordinary protection in-
creased 8% and industrial
policies decreased .2%.

Under group and individual
plans, more than 135,000,000
Americans purchased $144 bil-
lion of life insurance, an in-
crease of 17% in total protec-
tion from 1966. This meant an
addition of $1,200 to the aver-
age protection per family,
bringing the coverage to $17,-
100.

In 1967, $290,000,000 more
were paid in life premiums
than in 1966.

Life insurance cove rage
purchased per family has in-
creased twice as fast as aver-
age family income in the past
decade.

in Viet Nam and about seven
men in the Near East. The travel-
accident policy, which covers
anybody on company business,
pays five times annual salary up
to a maximum of $100,000.

HOWEVER, BOTH MEN

pointed out that for men in the
war zones "we have to pay an
additional premium to keep the
policy going for them." Insur-
ance Co. of North America
underwrites the travel-accident
coverage.

A dismemberment feature of
the coverage pays one half for
loss of a major portion of the
body and pays in full for ioss of
two or more parts.

The medical coverage for the
2,500 Guild members and 200
nonunion workers gives them a
choice in their major medical
coverage. One plan combines the
21-day Blue Cross plan with New
York Blue Shield expanded high
option surgical-medical program
and a major medical plan under-
written by Prudential. The other
plan also includes the 21-day
Blue Cross plan but substitutes
the Health Insurance Plan of
Greater New York for Blue
Shield and major medical.

Bills for employes who have to
go to a nonmember hospital
overseas are picked up under a
Blue Cross indemnity plan,
which pays up to a certain por-
tion.

MR. NEALY POINTED out
that in several instances Army
medics have patched up an em-
ploye.

The New York high option ex-
panded Blue Shield plan helps
pay bills for surgery, anesthesia,
in-hospital medical services by

doctors and certain diagnostic X-
ray charges.

The Prudential major medical
pays catastrophic illness costs
(75% in most cases) in excess of
a $100 deductible and the charges
paid by Blue Cross and Blue
Shield.

As an alternate to the Blue
Shield and major medical sec-
tions, a small percentage of em-
ployes have selected the HIP
plan, which serves its members
through groups of family doctors
and specialists working together
as teams.

ONE OP THE drawbacks
many people find with HIP is the
limited number of doctors to
choose from, Mr. Pelz said. He es-
timated that about ·10% of the
employes select the HIP plan.

Employes are eligible for med-
ical care after six months' em-
ployment with the company. The
Times pays the entire cost of
medical insurance for the em-
ployes and a small part for elig-
ible dependents; the remainder
of the cost for dependents is paid
by the employe.

As pointed out in the employe
manual, a change can be made
from the HIP plan to the Blue
Shield major medical at the end
of a calendar year but an em-
ploye may be subject to Blue
Shield waiting periods and to
major medical requirements.

A group life insurance pro-
gram underwritten by Equitable
Life Assurance pays one year's
annual salary. The plan is plant-
wide but is integrated with the
plans of the other unions. The
first $1,000 is noncontributory;
beyond that it costs an employe
60¢ per $1,000.

Continued on page 33

 Communication, cost
control called biggest

· life, health problems
t NEW YORK-Employe benefits men are looking for ways to con-

trol life and health insurance claims and to effectively tell employes
about the advantages of these benefits, a Business Insltrance survey
has indicated.

Reactions to the question of Wiltshire thinks it would be a
what they consider to be their good idea for employes to be ablebiggest problem in the life and to buy an equivalent amount ofhealth area ranged from the an- life coverage on their own atswer of a Dallas man, who said group rates.
he had most of his problems William C. Quinn, insurancelicked, to the reply of a Pitts- manager of the Rheem Co.,Newburgh benefits expert, who said York, views one of the majorcosts had got out of hand. problems in the life and healthRaymond F. Kase, manager of areas as getting across to em-compensation and benefits at ployes the objectives of the bene-Olin Mathieson Chemical Corp., fit plan and also the responsibil-New York, said the biggest prob- ities they have in learning thelem his company faces in the details of the various benefits.
area of group life and health
coverages is the rising cost of MR. QUINN POINTED OUT
health care. that lower paid employes often

Olin is taking several steps to don't want to assume any coin-
combat the upward trend, Mr. surance or deductibles in a major
Kase said. Wherever the chem- medical plan, even though the
ical company has sizable installa- plan would provide protection
tions, local management is en- against a "catastrophic" illness
couraged to serve on hospital or, operation.
boards. "We have a definite in- 'It's line that they want first
terest in keeping costs down," dollar coverage," Mr. Quinn said,
Mr. Kase explained, "especially but "you have to sacrifice some-
when we pay a big portion of the where"-especially since group
bill." life and health premiums now

In addition, Olin has initiated a run about the same as all other
vigorous claims control proce- types of insurance coverages an
dure, whereby quarterly com- average corporation must as-
puter runs provide a breakdown surne.

of claims and health premiums Mr. Quinn said that group life
by coverage, by division, by loca- and health premiums for one
tion and by compensation status major company run about $2,-
(salary or hourly paid). 000,000 a year and property and

liability costs average $1,500,000.MR. KASE SAID more fre- One of the troubles is thatquent checks are made "where while enlightened union man-experience is going awry," and agement recognizes the need forOlin's insurer "goes in to exam- catastrophic health coyerages,ine the situation" when the com- "they can't peddle this concept toputer uncovers any unusual pat- the rank-and-file."
terns.

Robert B. Wiltshire, director A BIG ADVANTAGE of de-
of loss control and insurance at ductibles and coinsurance to the
Bangor Punta Corp., New York, employer is that they provide an
a conglomerate operation that incentive "not to abuse the plan,"
holds 10% of the stock of Insur- Mr. Quinn stated. Also, by un-
ance Co. of North America, sees derstanding the provisions of the
his big problem as "enrichment program, employes can make
of benefit levels" at the firm's sure that costs for doctor's care
newly acquired properties, espe- or a hospital stay "are compati-
cially in the group life area. ble with the schedule of bene-

A related problem, Mr. Wilt- fits."

shire said, is to "communicate Robert S. Cyphert, insurance
the state of the art" by letting manager for H. J. Heinz Co.,
management at the various Pittsburgh, said his biggest prob-
Bangor Punta locations know lem in the life and health area
what benefits are available. For is rising Costs, which he said
instance, Mr. Wiltshire is a big Continued on page 32
booster of long-term disability
coverage, which he believes is 1 1
"more important" than many union wins
other health coverages.

But many of the local manage- investigationment personnel "have never
heard of" LTD coverage, Mr.
Wiltshire explained. of hospitals

BANGOR PUNTA, in the first SPRINGFIELD, Mass.-A callstep toward integrating benefits by the Pioneer Valley Council,at all locations, has consolidated AFL-CIO, last January for an in-group life and health coverages vestigation of hospital costs hasat John Hancock Mutual Insur- finally been answered.ance Co. But the firm still has 13 John A. Volpe has appointed adifTerent plans, and Mr. Wilt- labor-member committee to in-shire is working to provide uni- vestigate the matter.form life insurance of two times Massachusetts labor leaders
annual salary, with a double in- have complained that hospitaldemnity provision. costs are rising without justifica-One of the Bangor Punta loca- tion.
tions, which has 5,000 employes, Hospital spokesmen counterprovides life coverage of $2,000 that 70% of all costs can be at-for regular workers· and $8,000 tributed to employe salaryfor directors, a situation which boosts.
Mr. Wiltshire called "ridiculous." Labor wants the state's hospi-In addition to the insurance of tals to open their financial rec-two times salary which Bangor ords for a thorough review ofPunta will give employes, Mr. assets and deficits. •
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Develop foreign benefits schemes
within framework of local country

NEW YORK-The current

race by U.S. insurance carriers to
enter the European group life
and pension derby may begin to
slow down as they find the mar-
ket is not as extensive nor as

neglected as they had realized,
two members of a Switzerland-
based firm have contended.

U.S. insurers, as might be ex-
pected, don't go along with this
thesis, although they do agree
that international employe bene-
fits must be developed within a
framework of a local country's
needs and not bypass local insur-
ers.

William B. Jadden, interna-
tional consultant, and Marcel
Derron, actuary of the interna-
tional department of Swiss Life

Insurance & Pension Co., told
Business Insurance that the

fturry to set up international ar-
rangements was generated by the
advertising of the two giants,
Aetna and John Hancock, an-
nouncing their debuts into the
field.

"THEY SET OFF a chain reac-

tion," Mr. Jadden said. In addi-
tion to Aetna and Hancock, other
underwriters with international

arrangements are Prudential,
Metropolitan, Insurance Co. of
North America, Travelers, Con-
necticut General, Continental
and Equitable.

The international working re-
lationships can either be on an
exclusive or non-exclusive basis

with a certain insurer in a par-
ticular country, although it ap-
pears that the great majority are
non-exclusive arrangements.

Mr. Derron explained that
most domestic employers with
international operations realize,
at least as far as Europe is con-
cerned, that their benefits pro-
grams abroad are already estab-
lished with local carriers, thus
minimizing the area in which the
larger U.S. carrier can be of ser-
vice.

IN MANY COUNTRIES of Eu-
rope, medical and hospital care is
provided under statutory law or
subsidized health insurance asso-
ciations. Drug care is included in
many plans; dental care 'is being

U¥

8.,NK 4,¥ "V.Nv.Vi'AS h
1'.00-00 19,:Baa-9 183•9

developed but psychiatric care is
"more restricted," Mr. Jadden
said. He pointed out that most
medical programs provide cov-
erage for spas as therapy.

He said that in Europe there's
not much of a market for medi-
cal care insurance because most
of the countries have state subsi-
dized welfare associations. "In
fact a medical program devel-
oped by an employer is seldom
done."

As for employe benefits of-
fered in Europe, Mr. Jadden con-
tended that "every country is
like a different America and

what's true of one country may
be considerably, if not entirely,
the opposite in another."

HARRY HOYT, vp, group field
operations, domestic, Metropoli-
tan Life, offered practical work-
ing guidelines for developing in-
ternational programs. He, ad-
vised buyers to seek qualified as-
sistance with local contact, re-
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Our Benefits Checkbook points out in a simple,
memorable way the total cost of all benefits
provided to employees. This unique communi-
cationsserviceisfree toour Group policyholders.

Here's how it works. Each benefit has its own

check.You enter on the check the amount spent
annually for that benefit. Then on the bottom
panel you indicate the yearly cost for all bene-
fits on both a total and per worker basis.

Seven benefit pages (including Paid Sick
Leave, Pension Program and Workmen's Corn-
pensation) are bound in the Checkbook. An-
other 12 are ready for easy insertion. And blank
pages are available for listing additional bene-
fits. Our Benefits Checkbook is designed to as-
sist you in making employees aware of all their
benefits. That's the way it is when you're a New
England Life Group policyholder.

Bsod
Lite

New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Mass. 02117

frain from relying on correspon-
dence, understand local view-
points, get local management
support, be alert to politics and
economic changes, anticipate de-
lays because the pace is different,
don't rely on lowest costs as best
fdr a plan and look for stable
costs.

In scouting around for benefits
to develop, an employer must
analyze needs as related to social
security and labor laws for com-
pulsory benefits. Mr. Hoyt and
Mr. Travis suggested that em-
ployers also identify where there
are "holes" for private plans to
fill in, what the competitors offer
and what are the employes' so-
cial philosophies.

Mr. Jadden of Swiss Life men-

tioned that European companies
have benefit directors but that
the exchange of ideas between
them is limited. There are almost
no insurance meetings compara-
ble to the American Society of
InsuranceManagement,the
American Management Assn. or
the Council of Employe Benefits,
he said.

"Communications in employe
benefits," he said, "are not nearly
as well developed; in some cases
they're practically a secret."

HE FEELS THAT the interna-
tional arrangements of the U.S.

Continued on page 48

Prob/ems ....
Continued from page 31
have made life and health cover-
ages more expensive than liabil-
ity insurance.

Mr. Cyphert said that because
Heinz personnel "are pretty
widely scattered in all 50 states,"
it's difficult to keep tabs on
claims experience. "People go to
the hospital and present their
card and we don't know any-
thing about it until we see the
utilization report. That's pretty
hard to control," he added.

The entire group program at
Heinz is on a cost-plus basis, "so
we're directly concerned with
claims and the cost of claims,"
Mr. Cyphert explained.

EUGENE C. ALDRIDGE, cor-
porate insurance manager of
Texas Instruments, Dallas, said
that an unusual medical pro-
grarn, coupled with "every
claims control we could find," has
done "an amazing job of cutting
down on utilization."

Texas Instruments employs a
sort of reverse coinsurance
scheme for its medical plan. In-
stead of giving workers 100% re-
imbursement at the lower end of
the scale, where most of the
claims are, the firm absorbs all
costs only after the first $1,500.

Employes pay 20% of the first
$500 of medical costs and 10% of
the first $1,000 over that. Even so,
the most they can pay is $200.

Mr. Aldridge said the "re-
quired sharing" system, which
has been in effect since 1965, cuts
down on the "profit opportuni-
ties" inherent in some medical
plans.

OTHER CONTROL proce-
dures are coordination of bene-
fits, a "preexisting conditions"
exclusion and no . selective sign-
ups. "We allow a person only one
time to sign up for our plan," Mr.
Aldridge said. "If they miss it,
that's all."

Texas Instruments' computer
printout of claims experience,
through Connecticut General,
gives an extremely comprehen-
sive breakdown of costs, Mr. Al-
dridge said. For instance, since
the firm employes many women,
the computer provides informa-
tion on claims of women vs. men
and also on first year experience
for both wonrn and men against
employes with longer tenure. •



Paid-up group /ife gives emp/oyes
vested interest' in benefits p/an

NEW'YORK-"You get out of
life what you put into it" goes
the old axiom.

The sarne could be said of

paid-up group ordinary life in-

surance, which is becoming in-
creasingly popular in businesses
throughout the country.

In fact, the employe stands to
make m6re from his policy than
he puts into it as the cash value
of the paid-up insurance policy

grows with each year of employ-
ment.

THE VOLUME OF group or-
dinary insurance is growing at
such an encouraging rate that

many insurance experts believe
the group method of purchasing
insurance will soon make indi-

vidual term insurance, once an

institution in this country, obso-
lete.

The recent trend toward group

ordinary insurance has been
termed by one insurance com-
pany spokesman as a way of
"reaching the vast market of
blue collar workers."

Other executives see the "blue

collar" market as "extremely in-
fluential" in determining current
programs.

Occidental Life Insurance Co.,
Los Angeles, which was one of
the first major companies to offer
group ordinary insurance in
1966, offers employes a choice of
three insurance packages-life
insurance paid-up at 65, retire-
ment income at 65 and whole life

insurance. The employe can take
any of the three or a combination
if he wishes.

THERE ARE NOW nearly 700
companies which have bought
group ordinary insurance from
Occidental, according to a com-
pany spokesman. This encon-
passes about 16,000 certificate
holders of group ordiijary, and
accounts for over $1,000,000 of
premiums.

The spokesman said the new
concept has been received "ex-
tremely well" by companies and
employes alike, and that two out
of every three people contacted
choose to sign-up for the group
ordinary plan.

War Zone ...
Continued from page 31

The life insurance is based on

a member's last year salary with
a $30,000 maximum.

The Times disability program
pays two weeks of full pay and
two weeks of half pay for each
year of service which is accumu-
lative but not reusable. The dis-

ability program is integrated
with state laws and with work-

men's compensation, which is
handled by Liberty Mutual.

Communication of benefits us-
ually is handled through pam-
phlets and brochures but the in-
tricacies of the various plans
sometimes make it hard to com-

municate, both men agreed.
Employes going overseas are

given a whole leaftet of informa-
tion but getting them to read it is
another problem. Most of them
are more concerned with their

assignment than with medical
insurance until something hap-
pens, Mr. Pelz said.

He again pointed to the claims
experience under the travel acci-
dent plan, adding that foreign
correspondents and representa-
ti ves overseas seem more aware

of problems that could occur and
make "a conscious or uncon-
scious efrort to avoid them." •

"I guess you might say our big-
gest problem at this point is com-
munication," the Occidental
spokesman said.

He said the industry is in the
midst of a large scale promotion
campaign to inform prospective
buyers of the benefits of group
ordinary insurance.

GREAT AMERICAN Life In-

surance Co., for its part, has
added a variation in packaging
group ordinary insurance called
Group Extraordinary.

There are several advantages
for the employe who opts to pur-
chase group ordinary insurance
over group term.

It gives the employe a paid-
up policy when he retires. The

group ordinary insurance rate
remains constant as the employe
gets older. There's no re-evalua-
tion and higher rate and no phys-
ical evidence required for the
employe.

THE CONVERSION from

group term to group ordinary is
inexpensive for the employe, be-
cause the employer pays the
term insurance portion, and
often picks up a percentage of
the tab for the ordinary insur-
ance.

John Whitney, comptroller of
Morton S. Fine & Associates of

Bloomfield, Conn., which has
recently purchased Group Ex-
traordinary insurance from

Continued on page 34
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Does your group insurance help you

• ATTRACT GOOD MEN?

• IMPROVE MORALE?

• REDUCE TURNOVER?

it can if your plan is right for you...
and you use it as an effective man-
agement tool.

Despard, as a broker, can pick and
choose to find the carriers who

offer the best coverage for your par-

BROKERS -
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ticular requirements.

And Despard's team of group insur-
ance specialists can help you use
your plan to attract good men, im-
prove morale, reduce turnover.

Send for the "Guide to Despard
Services" which describes our

unique approach to hand-tailoring
insurance plans to each client's
needs.

The "personal service" insurance broker

161 William Street, New York, N.Y. 10038
Ph: 212·964-9100

Give allyour
employees
one free.

GTO stands for one of the most desirable em-

ployee benefits you'll ever find for your company.
And one of the most attractive to your employees.

GTO stands for Group Term Ordinary Insurance.
It's a combination of the traditional term group
policy that you most likely now offer employees-
plus the saving attractions of ordinary insurance.

Group Term Ordinary is relatively new and
made possible by an IRS ruling that you might have
missed. The ruling lets you include permanent values
in Group Life Insurance for employees. They, not
you, pay for it. And it will not be taxed as employee
income.

What you're offering them is a plan which
lets them buy permanent protection at bar

gain rates and under group insurability

rules-protection they keep even when they retire or
when they terminate.

Make Group Term Ordinary available to your
employees and you've helped them solve the problem
of supplementing their retirement benefits.

And, as in other employee benefit programs,
your contribution for Group Term is fully tax de-
ductible.

INA will show you how to make the best of this
attractive fringe benefit. For your company and
for your employees. Who wouldn't like a GTO?

Call your INA agent or broker.

Life Insurance Company of North America INA-Life Insurance Company of New York Pacific Employers Life Insurance Company
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Corporation may use key-man
to fund partial stock option

WASHINGTON-Some key-
man life insurance policies are
providing insurance buyers with
a cost-saving way to help top cor-
poration executives to fund
liquidation of their assets at the
time of death.

The Internal Revenue Code

provides two ways for the pay-
ment of estate costs by the com-
pany for the executive. The first
is a ten-year estate tax payout
and the second is a partial stock
redemption plan.

The first plan allows the estate
to pay in ten equal installments
the cost of the executives federal

estate tax on the value of his

stocks. The government charges
4% interest annually on the un-
paid balance.

The second method allows the

corporation to redeem as much
of the executive's stock as is nec-

essary to provide the estate with
funds to pay taxes and funeral
and administrative expenses.

THE IRS pointed out that cash
from a sale of this type may be
received by the estate tax free,
with not even a capital gains tax.
However, the executive's stock 
must be more than 35 % of his

gross estate or more than 50% of
his taxable estate. It is pointed
out by the IRS that many top
executives maintain sizable port-
folios in their employer's busi-
ness, particularly if favorable
stock option plans have been
offered by the business.

Key-man insurance is used in
the partial stock redemption
plan to provide income for the
corporation to buy back the
stocks. A key-man life expert
pointed out to Business Insur-
ance that the cash value of such a

policy would show as an asset to
the corporation and, indeed,
could be used as collateral for
loans.

HE POINTED OUT that cash is

usually required to meet "death"
costs. Liquidation of an estate's
assets at the time of death may
not be the most favorable time to
realize the most cash. He said

that taking cash from other life
insurance created for the estate

may not be in the best interests

a supportable valuation
unravels insurance placement uncertainty
Accurate valuation and controlled property records

are necessary to determine adequacy of
insurance coverage and to prepare

proof of loss.

Consultants in Valuation since 1896.

The American Appraisal Company, Milwaukee, Wisdonsin 53201 U.S.A. • Canada •

of the estate.

In describing the stock re-
demption plan, the expert used
this example: After an execu-
tive's death, approximately $25,-
000 would be needed. This would

cost a corporation, almost $50,000
and require almost $1,000,000 in
sales, assuming a 5% profit mar-
gin.

"BY USING A key-man poli-
cy, the corporation is able to fund
the stock redemption at the most
about 60% of the amount pay-
able, and the executive's estate is
able to discount his taxes 40%,"
he said, assuming the executive
lives to a ripe old age.

He said that one possible draw-
back to the ten-year installment
plan is that while negotiating a
government loan, the estate may
have to remain open, increasing
estate costs. In addition, the gov-
ernment may require a bond for
as much as twice the amount of
the total federal tax. •

P[ERI(JAN

PPRAISAL
®

Philippines • Brazil • France • Italy • Spain

Paid up ...
Continued from page 33

Great American, expressed a
great deal of satisfaction with
the plan, which covers 23 em-
ployes.

"It gives the employe a vested
interest in his policy," Mr. Whit-
ney said. He added that the plan
includes many features of group
ordinary but is a "little cheaper."

EMPLOYES AT THE Connec-

ticut company are required to

pay 75¢ per month per $1,000 qf
insurance, as compared to $1.25 a
month paid by the employer.

At American Air Filter Co.,
Louisville, employes are re-
quired to pay $1.30 per month
per $1,000 of insurance for the
purchase of "paid-up" life cover-
age. As the amount of paid-up
life increases the term portion
decreases by an equal amount,
but the total insurance in force,
both term and ordinary, is al-

ways equal to two times the base
annual salary for employes earn-
ing $8,000 or more.

According to Dale R, Detlefs,
manager of central personnel at
American Air Filter, the cash
value of the paid-up life is never
less than an employe's contribu-
tions. The advantage of the plan
is that an employe accumulates a
significant amount of insurance
of his own to retain when he

terminates employment or re-
tires, Mr. Detlefs explained.

FROM THE COMPANY'S

standpoint it reduces the cost of
expensive term insurance car-
ried on older employes.

In addition to being able to re-
ceive cash for his paid-up insur-
ance the employe has the option
of receiving a paid-up certificate
or a lifetime annuity. An em-
ploye leaving American Air Fil-
ter can also convert the group
term portion to an individual life
insurance policy on any regular
whole life or endowment plan.

"This individual policy will be
issued without medical examina-

tion at the insurance company's
regular rates," states the em-
ploye booklet put out by Aetna
Life & Casualty, the carrier in-
volved.

OLIN MATHIESON Chemical

Corp. has a similar arrangement.
At age 45 employes are given the
option of converting their group
term insurance, for which they
pay 50¢ per $1,000 worth of cov-
erage, to paid-up life, at $1.30 per
$1,000.

Although the total amount of
insurance remains the same, ex-
plained Raymond F. Kase, man-
ager of compensation and bene-

fits at Olin, funds used for the
paid-up portion of the life insur-
ance are returnable to employes.

Mr. Kase said the conversion

procedure is difficult to adminis-
ter because "you've got to keep
track of every penny" of em-
ploye contributions, but he
added that the paid-up option
has proved ·"very popular" since
Olin first offered it in 1956.

Under the group ordinary
plan, when an employe leaves
the company he is given the op-
tion of purchasing an individual
policy, issued at the same rate as
the original age he joined the
program, and he is responsible
for premium payments from that
time on, thus keeping the ac-
crued value of his policy. •

Higher limits
The California Public Utilities

C6mmission staff has proposed to
increase limits of liability on in-
trastate airlines from $50,000 per
seat to $100,000 per seat. In some
instances this would increase

premiums by as much as 487%.



THE COMPANY ESTIMATES
that it will have a $200,000 in-
vestment in the research project
over a five-year period before
anything that smacks of a profit
is realized. It sets up an entire
division with staff support for
the pair, paying them, of course,
a very attractive salary.

However, what if one or both
of these engineers should die? To
protect itself, the company buys
a five-year decreasing term pol-
icy for $100,000 on each of the
engineers with the company as a
beneficiary.

Mr. Gartland further ex-

plained that in the case of part-
nership deals, each partner may
insure the other. If one man dies
the other can retire the deceased
man's stock. He added that

stockholders of a closely held
corporation may insure each
other, commonly referred to as a
cross purchase, or the corpora-
tion may insure the stockholders
under a stock retirement plan.

Companies embarking on
building programs may take out
key-man coverage when they
commence a loan, Mr. Gartland
said. He maintained that often
banks are more willing to grant
loans if the borrower has such
coverage.

Key-man life coverage helps
keep wheels of business turning

NEW YORK-A large Amer-
ican corporation considered sell-
ing its South American subsidi-
ary for a seven figure sum ; to
protect itself the company took
out a key-man life policy on the
buyer for ten years on a decreas-
ing sum basis.

In another case, a Japanese
corporation insured its credit
line with a large South Ameri-
can broker by insuring his life
for $500,000.

Policies of this type and simi-
lar ones were worth more than

$10 billion last year, according to
insurance industry sources, ac-
counting for about 11% of the
total ordinary life policies sold.

IN ADDITION, these policies
tended to have much higher face
amounts than ordinary life poli-
cies. For example, in a two-week
sample period in 1967, the Life
Insurance Institute found that
almost 19% of the business life
policies were for amounts be-
tween $100,000 and $500,000, 1 %
were for more than $500,000 and
the remainder were less than
$100,000.

According to an insurance
company spokesman, the only
thing standing in the way of a
key-man life insurance sale is the
insured's health. Companies usu-
ally require a physical for poli-
cies in excess of $30,000; and the
higher the limits the more rigid
the medical examination.

Key-man coverage can be
written for many difFerent rea-
sons and in many different ways
as long as the policyholder is
willing to pay. In the case of a
merger, said Paul V. Gartland,
vp of Johnson & Higgins, a com-
pany may be buying mainly the
genius of one man. For this rea-
son, it may decide to insure his
life.

Or, according to another in-
surance executive, a heavy
equipment manufacturer and
equipment lessor hires two

bright engineers to research a
new product area the company is
interested in.

ANOTHER USE for key-man
life may arise when an executive
has an obligation on a deferred
compensation agreement. Under
such an agreement, $100,000 may

be allocated to his family for
each year he serves under con-
tract. The company insures the
part paid to the family.

One insurer pointed to the·
growing tendency among U.S.
business to buy life cover, with
the premiums paid by the com-
pany but allowing the insured to
designate the beneficiary. These
types of policies can be thought
of as a fringe benefit, and are
often used to keep key employes
on the payroll or reward them.

U.S. companies with foreign
subsidiaries are also beginning to
merchandise key-man-life cover-
age as an additional fringe bene-
fit for certain top-level personnel
overseas. According to Raymond
G. McDonald, marketing manag-

er, ordinary, American Interna-
tional Life Assurance Co., over-
seas situations often arise in
which a company wants to do
something for a man but can't do
it under its regular group pro-
gram, so an additional benefit is
given in the form of key-man
life.

For instance, he illustrated, a
major oil company took out life
insurance policies of $35,000 each
for five key employes located in
London, Sweden, Switzerland,
Australia and Libya.

IN ANOTHER CASE, a do-
mestic company provided the
head of its Bombay pharmaceu-
tical branch with a retirement
income contract as a means of

additional compensation and "an
incentive to stay with the com-
pany," Mr. McDonald said.

As a general rule companies
are quite reluctant to discuss
key-man life as an employe ben-
efit. They reason that employe
jealousy might result if it be-
comes widely known that one
vp, for example, is rewarded
with a key-man policy and an-
other isn't.

Over the years, there have
been some spectacular key-man
buys, usually involving high face
values. For example, one insur-
ance company reported a
$1,000,000 sale to a 28-year-old
president and chairman of the
board of an eastern manufactur-

ing company. However, neither
the insurance company nor the
insured were willing to reveal
any names.

There are others. Johnny Car-
son has a $1,000,000 life policy
included as part of his current
contract with the National
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Broadcasting Co. Marsh & Mc-
Lennan is the broker; National
Life of Vermont, the under-
writer, Business Insurance
learned.

NBC IS UNDERSTOOD to
have bought a second high limit
policy on Mr. Carson's life with
it as a beneficiary.

NBC, as well as the other
broadcasting companies, has sim-
ilar policies on their top stars.
Presumably the proceeds from
the coverage would be used to
protect the network from any
loss of income while it hired and
promoted a new television per-
sonality.

In 1966, Alexander & Alexan-
der arranged $20,000,000 in key-
man life insurance on Daniel H.

Overmyer, head of a nationwide
complex of warehousing and dis-
tribution companies and other
organizations. At the time he
was trying to set up a fourth tele-

Continued on page 36
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frustrating
A.group health plan that does not cover pre-admission test-
ing may come "pretty close" to being compl@te. For
employees who thought they had a complete plan but det
some large bills for X-rays and lab tests before going into the
hospital - "pretty close" is not good, not good at all.
Does your group life and health plan have such symptoms of
obsolescence as the lack of pre-admission testing coverage?
The Union Central Life has responsive, right up-to-the-
minute featuresin its Employee Benefits Plansand byspecial
arrangement a pre-admission testing program is available.
Better coverage, in a better designed plan, often is a more
economical plan.

Call in a specialist from your local Union Central Life office
and get a check-up on your current program. It won't cost
anything to make sure your plans are both adequate and
economical. With 67 offices nationally, we're pretty close to
you right now.

UNION CENTRAL LIFE
Cincinnati
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Gro up /ife, hea/th tax ru/ing eHects discussed
By JAMES S. ROBINSON

NEW YORK-Taxes and tax

changes continue to roar ahead
without letup, paced once again
by rulings on fringe benefits.

Employe benefit managers and
consultants see a silver lining in
the federal, tax surcharge and
are alerting their companies to
the fact that pay plans this year
will cost less than in 1967.

Reason: The higher an em-
ployer's tax bracket, the lower
the after-tax cost of programs
sponsored to safeguard workers
and their families.

Employe interest in benefit
programs-particularly in health
plans-also runs high. In the past
five years, the cost of being sick
has risen three times as fast as

the cost of living. Today, a hos-

pital room can easily reach $60
to $85 a day, and doctor bills are
up 20 % from five years ago. And
next year, the prediction is for
health care to climb another 15%.

SO IT IS EASY to see why em-

ployes show real enthusiasm for
health and life plans which their
companies finance. The stakes
are high. What's more, since
company contributions are gen-

erally not reflected in the work-
er's current income, it's an excel-
lent way to use today's tax-free
income to meet tomorrow's steep

medical bills-or high cost of dy-
ing, for that matter.

A number of significant tax
rulings affecting group life and
health plans were reported this
year. They revolve around three
main issues:

• When can an employer de-
duet payments as a business ex-
pense?

• When can an employe ex-
clude such payments from his
gross income?

• How can an employe keep
group life insurance proceeds
from being taxed in his estate?

Let's focus the spotlight on
some of these rulings.

Group-term life insurance,
generally, enables the employer
to offer insurance coverage on
the life of his employes at a cost
below what it would normally
cost, were each employe to pur-
chase such protection on an indi-
vidual basis.

Concerning income tax, the
rules place no limit on the

amount of coverage which an
employer may give an employe

and for which he can get a full
deduction. However, the employe
is taxed on the value of insur-

ance which he receives above

$50,000. Amounts betow $50,000
are,picked up tax free.

UNQUESTIONABLY, large
amounts of group coverage for

individual executives can pose
an estate tax problem. If the ex-
ecutive cannot shift ownership
of his group insurance to his
heirs, the proceeds fall into his
taxable estate. This cuts into the

advantage of group coverage for
those concerned with death

taxes.

Internal Revenue has ruled

group policies can be transferred
by the insured for estate tax pur-
poses. However, certain condi-
tions must be met:

Doyou like
to pay one big <'

insurance

premium?
of cou rse not
of course not
of course not
of course not

of course not

of course not

Switch to an Afco budget plan.
It lets you put premium payments on the

installment plan. Like any other bill.

It's good business practice to pay
insurance premiums the easy
way. In installments, the way you
pay your taxes. Afco lets you
break up a big lump sum into six,
eight or ten small payments a
year.

An Afco budget plan offers you

an extra line of credit without

disturbing existing lines of bank
credit.

And when business insurance

payments are paid in convenient
installments just· like any other
bill, there's no strain, no drain,
on your working capital.

You can also aff6rd as much cov-

erage as your business needs.
Without feeling the pinch once a
year at premium-paying-time.

See your local independent in-
suranceagent or broker. Ask him
to explain Afco's simple, low cost
financing. Ycu'll love it.

NEW YORK: 108 JOHN STREET, NEW YORK 10038

ATLANTA BALTIMORE BOSTON

CHICAGO KANSAS CITY LOS ANGELES

MIAMI SAN FRANCISCO SEATTLE

• State law must permit the
assignment of group insurance-
including the right to convert to
permanent insurance if the em-
ploye leaves the company.

• The employe must irrevoca-
bly assign all his rights and in-
terest in the policy (including
conversion) to his heirs.

To corne within the new

Treasury ruling, both the policy
and the state law must specifical-
4/ permit the right to turn over
the policy to the wife or other
beneficiary. (Technical refer-

ence: Rev. Rul. 68-234.)

EXECUTIVES WILL FIND a
new decision of great comfort
should they be able to assign all
ownership rights in their group
policy while their company con-
tinues to pay premiums.

Up until now, the tax benefits
of such assignment might have
been nullified by the Treasury's
position in Rev. Rul 68-134. It
held that the amount of proc6eds
included for estate tax purposes
is "that proportion... that the
premiums paid within three
years of death bear to the total
premiums paid. . . ." This indi-
cated that (since group-term
premiums amounted to one-year
term protection), the entire pro-
ceeds would always fall into the
insured employe's estate-no
matter how many years may
have elapsed since the assign-
ment.

But all this may have been
changed by the decision in the
following situation.

Continued on page 40
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Key-man /,re ...

Continued from page 35

vision network. The broker

placed the coverage with 28 life
insurance companies and many
reinsurance companies.

Named as beneficiaries were

the companies which he owns.
However, the insurance also in-
cludes sufficient flexibility to dis-
charge the insured's estate liabil-
ities. A corporation can, under
certain circumstances allowed

by an Internal Revenue Code
section, redeem a sufficient
amount of stock of a deceased

stockholder to pay federal estate
taxes, state inheritance taxes and
administrative costs without the

purchase price of the redeemed
stock being considered a taxable
dividend to the estate.

SOME OF THE other prime
sources of key-man coverage in-
clude chairman of the board,
credit manager, research engi-
neer, sales manager, production
manager, plant superintendent
and branch or store manager.

It is interesting to note that the
company involved in the re-
search project does not have key-
man coverage on its chairman of

the boari . president or any of
the other top executives. The in-
surance manager rather coldly
pointed out, "the business will
continue without them, primar-

ily because we have trained
replacements waiting in the
wings."

Proceeds from these types of

policies can be used to prevent
loss of control of the business to

outsiders. For example, in a
partnership, the payout can be

used to buy out the partnership
from the estate of the deceased

partner.
Other uses for the proceeds in-

clude using the money to retire
loans, deal with creditors and re-
cruit and pay replacements dur-
ing what may be an unstable
time for the business. •



Connecticut hospital rates soar
almost 40% in past two years

By ALLEN M. WIDEM
HARTFORD-Connecticut hos-

pital rates have jumped nearly
40% in the past two years and
can be expected to continue up-
ward, State Welfare Commis-
sioner Bernard Shapiro told a
state capitol hearing on soaring
medical expenses.

Hospital rates this year in-
creased by 21 %, exceeding the
17.5% hike of the preceding 12-

month span, Mr. Shapiro com-
mented.

Quoting statistics provided by
the Connecticut Hospital Cost
Commission, the commissioner

remarked that how much a pa-
tient pays for hospital stay de-
pends primarily on where he
goes.

THE COMMISSION, for ex-

ample, learned that rates range
from $84.12 a day at the Yale-
New Haven Hospital to $48.20 a
day at Windham Hospital, Wil-
limantic.

Hospital clinic fees range from
$5.93 to $42 a visit, with the aver-
age charge said to be $11.80.

This was clarified later by hos-
pital cost analyst Edward Kar-
nasiewicz, who said that Mr.
Shapiro had not quoted actual
costs but what the state welfare

department could expect to pay
if the current formula for com-

puting rates is utilized.
Mr. Karnasiewicz noted that

the low figure of $5.93 was
tharged by New Britain Hospital
in 1967.

The $42 was the computed
Yigure the Bristol Hospital could
charge, based on the original cost
of $9.99 for a clinic visit in 1967,
times the percentage increase in
hospital operating costs over the.
prior year, according to a state
formula.

HE EXPLAINED that Bristol's
facility underwent extensive re-
organization that year, necessi-
tating the sharp increase in the
amount the hospital could
charge, in theory.

Connecticut's welfare depart-
ment is currently involved in a
suit brought by the Connecticut
Hospital Assn. in state superior
court to collect actual costs for
clinic visits.

The department at present
pays a maximum of $8 a visit.

In the event the hospitals are
victors in the suit, Mr. Karna-
siewicz said that the state could
be expected to pay the full $42 at
Bristol.

ACTUAL HIGHS and lows of
clinic costs in 1968, he added,
were a high of $25.60 at Griffin
Hospital and a low of $7.28 at
New Britain Hospital.

E. S. Willis is

reappointed to
AAIN council

NEW YORK-E. S. Willis,
manager of employe benefits at
General Electric Co. here, has
been reappointed to the manage-
ment advisory council of the
American Assn. of Industrial
Nurses Inc. AAIN is the national
specialty organization of ap-
proximately 6,000 registered pro-
fessional nurses representing
1,732 industries. Mr. Willis has
served on the council since 1962.

Mr. Willis has held financial
positions in General Electric Co.
and has served in management
engineering. •

In Mr. Shapiro's opinion, the
very range "indicates we ought
to take a closer look at the rates

being charged."

Mr. Shapiro commented that,
by comparison, a routine visit to
a doctor's office in Connecticut

costs an average of $7.14.
In addition to Mr. Shapiro,

membership of the Connecticut
Hospital Cost Commission repre-
sents the state departments of fi-
nance, health and mental health
and the state comptroller.

SPEAKING FOR THE Con-

necticut State Medical Society,
legislative committee chairman,
Dr. Isadore Friedberg contended
that it is not hospital inefficiency

that is keeping rates high.
The CSMS has not uncovered

any wasted medical expenses
caused by the duplication of
equipment or facilities.

As a matter of fact, he con-
tinued, every means of saving on

medical expenses has a qualifica-
tion attached to it that rules out

any substantial savings.
He cited,' as an example, the

failure of tpecial intensive and
extensive care facilities to save

money, despite greater efficiency.
The qualification in this par-

ticularly trying case is the high

., overhead these units require.
This inevitably results in a loss
of money-unless all the special
unit beds are in use at all times. •
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WHY NOT BE NO. 1

Join the Hagedorn group for exclusive service,

creative marketing and a sophisticated approach to
business insurance that will assure your being Num-

ber one for all your insurance requirements.

Est. 1869

HAGEDORN & COMPANY
ONE LIBERTY STREET

NEW YORK, N. Y. 10005

TELEPHONE (212) 269-1100

Write - Production Department - for our brochure.

Donl gamble with your company's
insurance protection!

Your company faces enough risks just

competing in the business world. Why add

to your problems by worrying about business

insurance, too? Kemper Insurance has the

facilities to coordinate a business insurance

program for qualified accounts.

We call this comprehensive program risk

responsibility. Each exposure is analyzed

and a coverage designed to fit your particular
requirements. Account underwriting frequently

reduces insurance costs, too.

Cost is also based on loss control. Our

engineers will direct and implement your

safety program to help you keep losses at

a minimum further reducing your

insurance costs. When losses do occur,

risk responsibility means you can

count on Kemper care.

Instead of gambling with

your company's insurance h
protection, enjoy the

security that comes with

risk responsibility from

Kemper Insurance. For

information, see the NENSve]
Yellow Pages listing of \»1Tf
your local independent

Kemper Insurance Agent.

Or, write Walter White,

Vice-President,

 Kemper Insurance,
\V'RMPE-rw 4750 Sheridan Road,
'11- r'-... -,1 Chicago, Illinois 60640. - ·"

You can count on Kemper care
Kemper Insurance
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Gir/ Scouts emphasize living fringe benefits'
By ROBIN MENZ

NEW YORK-It's a women's

world at the national headquar-
ters for the Girl Scouts of the

U.S.A. and that also goes for its
package of employe benefits.

Mrs. Muriel Samborski, insur-
ance manager of the Girl Scouts,
said that females, who compose

nearly 80 % of the staff are in-
terested in living benefits "so we
gear our benefits to their needs."

Since many of the women
have to work to support them-
selves, "we have concentrated
our thoughts on retirement and
medical insurance benefits," Mrs.
Samborski said. She handles the

property, casualty and employe

benefit coverages for the na-
tional organization, which em-
ploys 900. Below the national

level are six regional offices re-
sponsible for securing their own
benefits.

"WE DON'T ADMINISTER

benefits for the council, although
we do make recommendations as

to what they might have," Mrs.
Samborski added.

Insured benefits, except for a
travel-accident plan, are under-
written by the Metropolitan Life
Insurance Co. Alexander & Alex-
ander is the insurance consultant

for the Girl Scouts.

The medical coverage for na-
tional employes is divided into
two parts: On top of a basic Blue
Cross-Blue Shield plan is an ex-
tended medical expense program
through Metropolitan. The ex-
tended coverage picks up where
the Blues leave off. The extended

medical portion is written on an
80% -20% coinsurance basis, after
a $100 deductible, with benefits
up to $10,000.

THE MET PROGRAM picks
up prescription drug costs, out-

of-hospital expenses and psychi-
atric care. If not confined to a

hospital or institution, the psy-

chiatric benefit pays a maximum
of $15 per week but not more
than $7.50 per visit.

These minimums, Mrs. Sam-
borski added, "help limit the so-
called fashionable couch cases."

The extended medical portion,
she said, has provided coverage
for such cases as open heart sur-
gery, Hodgkins disease and cor-
onary insufficiency.

Employes are required to
carry medical benefits for them-
selves, but they are optional for
dependents. The program is on a
contributory basis with the em-
ploye paying one-third of the
cost of insurance for himself and

the organization picking up the
other two-thirds. New employes
are required to have pre-employ-
ment physicals.

CLAIMS UNDER THE ex-

tended medical expense portion
are submitted to national head-

quarters, "where claims are re-
viewed in fairness to the em-
ploye and to the organization,"
Mrs. Samborski said. "A plan has
to be well administered if it is to
be effective and provide an over-
all good rate."

She pointed out that maternity
benefits are excluded under the
extended medical coverage. Ma-
ternity expenses are picked up
under the basic Blues program.

Retirees of the national or-

ganization are covered by a
minimum amount of $1,000 life
insurance and also have the op-
portunity to enroll in a medical
benefits program supplemental
to Medicare.

As for the local councils, "we
recommended that they buy
medical insurance through one
of the local Blue Cross-Blue

Muriel Samborski

Shield programs," she said.
The life insurance coverage,

paid for in full by the organiza-
tion, provides 50% of salary up
to a limit of $7,500. The benefit is
underwritten by Metropolitan
Life.

Mrs. Samborski said that in

a man's organization the men
are concerned about dependency
of wives, children and estates;
consequen:ly, they need more
life insurance. But, again con-
sidering the makeup of the Girl
Scouts national organization,

"our staff hasn't expressed a
need for more life insurance,"
she explained.

At the council level, a $1,000
death benefit is included in a

retirement program which is

offered through the National
Health & Welfare Retirement

Assn.

The Insurance Co. of North

America underwrites the travel-

accident coverage, which pays
three times salary subject to a
minimum of $10,000. It covers the
employe while traveling during

the course of employment.
A retirement program for

employes at the national lev-
el is divided into fixed and var-

iable annuities. The fixed an-

nuity is handled by Metropolitan
while Irving Trust handles the
variable annuity. One-third of
the retirement is paid in the

variable annuity, which "gives
us the growth we need to keep
up with the cost of living" and
two-thirds is paid in the fixed an-
nuity which gives stability. The
organization pays about 75% of
the cost of the retirement pro-
grarn.

Alexander & Alexander pro-
vides dctuarial services; John St.
John of Penllyn, Pa., serves as

the consulting actuary.
The contributory plan is in-

tegrated with Social Security at

$4,800 but the organization is
studying the reintegration of the
plan at the $7,800 Social Security
level. Full vesting begins after
five years. The program recog-
nizes service with local council

for eligibility and vesting pur-
poses.

The wide range of benefits

are communicated through a
packet of information, plus an-
nual statements about retire-

ment contributions. New em-

ployes are required to have a
physical examination.

Mrs. Samborski, who has
served as insurance manager for
the Girl Scouts for 11 years, con-
tended that it's up to the insur-
ance manager to translate his
company to the broker and for
the broker to retranslate insur-

ance to the manager. •

What business do we have teaching
radar to tugboat captains?

It started in 1965, when some of our southwestern cli-

ents were plagued by accidents in the Port of Houston.
Probably many insurance carriers would have de-

cided the risk wasn't wo-th it.

We decided to begin a series of training schools for
these clients' operating and shoreside personnel. The
subject was offshore-inland radar navigation. The
faculty was MOA men.

Today these lectures end on-the-spot training in all

facets of radar operations are still going on. Basic
theory, principles of operations, transmitting and re-
ceiving-the course covers everything.

The radar school is perhaps an extreme example of
the lengths to which we'll go to provide service to
clients and producers.

Another example is our nationwide system of 30
departmental and service offices. These are staffed
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Tax ru/ings ...
Continued from page 36

A five-year term policy was is-
sued on the life of a Mr. Cleary
to his wife, with the premium

paid by Mr. Cleary. Nine months
later, the insured died.

Held. Only the value of the

one-year premium was included
in the insured's estate-not the

face value of the policy.

WHILE THE CASE did not

kieal with group-term life insur-
ance, the facts seem to parallel a
typical group insurance assign-
ment. It would thus appear that
a valid assignment of group life
insurance should keep the pro-
ceeds out of the insured em-

ploye's estate. At most, only one
year's premium would fall in the
employe's estate but not the en-
tire proceeds. (Technical Refer-
ence: Gorman, Dist. CT. Mich. 7-
25-68.)

Another choice employe bene-
fit is the employer-financed med-
ical expense arrangement.
Where the plan is insured, pre-

miums are deductible by the
business and not taxable to the

worker. Even when uninsured

medical bills are handled by the
employer, payments can be writ-

ten off by the employer and
escape tax to the employe.

Query: Can a corporation re-
imburse stockholders for their

medical expenses and preserve
the tax deduction? Will the

stockholders be hit with a tax?

THERE IS NOTHING in the

rules to knock out a plan simply
'because it favors management-

even though the managers hap-
pen to be the owners. All signs
indicate that it's possible to save
the tax advantages in stock-
holder-owner arrangements if-
(a) there is in fact a plan (not an
ad hoc arrangement) ; and the
reimbursement is made because

of an employment relationship
(not because of an owner rela-

tionship).
The first court case that in-

volved a plan limited to stock-
holder-employes added a new
test to make the plan valid. The
Tax Court held that the em-

ployer must be able to prove that
the plan is intended to benefit
the covered participants as em-
ploves, not as stockholders.
Otherwise the payments are tax-
able to the stockholder-employes
and not deductible by the cor-

poration.
Here are the facts: A closely

held family corporation had 45
employes. About 15 were per-
manent full-time workers, -15
were temporary and the balance
were part-time workers.

The corporation adopted a re-
solution "to continue the acci-

dent and health plan for such
employes that the officers at
their discretion consider should

be covered." Of the four em-

ployes who received benefits un-
der the plan, three were stock-
holders.

On these facts, the Tax Court

found, and the court of appeals
agreed, that the plan was set up
for stockholders-not emploves,
(Technical reference: Larkin, 48
TC 629 affirmed CT. of AP. 1st

Cir. 5/8/68.)

MORE ' RECENTLY, another
Tax Court decision gives a new

lift to stockholder - employe
health plans. It says that the Lar-
kin case wasn't a broad attack

against all such arrangements.
On the contrary, this decision
shouts loudly .and clearly that a
medical reimbursement plan can
discriminate in favor of highly
paid or key employes including
officer stockholders. Here's a

rundown of the facts:

A. was president and 20 %
stockholder of a close corpora-
tion. B. was treasurer and 50%

stockholder. Together they con-

This operating engineer
is insured by Pacific Mutual Life.
So are100,000 other men and
women in the building trades.

All over this country, people who build our
roads, dams, power plants, skyscrapers and
homes are insured by Pacific Mutual Life. PML
policies provide them with the protection of life,
short and long term disability, and medical insur-
ance as well as retirement benefits. Trade unions

$

representing carpenters, roofers, joiners, plaster-
ers, cement masons, operating engineers, dump
truck drivers and electricians are among our
group policyholders.

As one of the largest group insurance com-
panies in the nation, we understand and welcome
the special insurance needs of associations and
unions. Our net cost position relative to both
group and pension benefits is very competitive.
And our retirement programs show a continuing

Y

high investment rate of return. We've worked out
transfers from other funding mediums to the com-
plete satisfaction of trustees who felt that a
medium offering a higher return was in order.

The advantages of service, cost, and coverage
enjoyed by our building trades clients and other
customers are worth looking into.

Rcific Mutual Life
The West's largest mutual life insurance company

*Aiff
%@78*i<:

trolled 70% of the company. The
firm voted a health plan for A.
and B. and their families. The

stockholders approved.
Said the court: "... neither

the law nor the regulations con-

tain any limitation which pre-
cludes an employe who is also
a shareholder and a highly
compensated officer of the cor-
poration, from enjoying the tax

benefits granted by the law."
(Technical reference: Bogene,
TC Memo 1968-147 "How to

Handle Health Plans.")
One sure way to avoid the tax

pitfalls of medical reimburse-
ments is to set up an insured
plan. Here, payment of pre-
miums-rather than benefits-

reduces the danger since the in-

surance company pays the bene-
fits, not the company.

Here are some other steps a

company should take when set-
ting up a plan.

• Adopt a written plan: While
there's nothing in the tax rules
that requires a health.plan be in

writing, still it's good strategy
where stockholders are involved.

A writing may be used to back-
stop the company's position that

the plan is for the benefit of em-
ployes.

• Make a formal announce-

ment of the plan: This, too, is not
required, but it may help to sup-
port atax deduction.

• Avoid discretion: The plan
should spell out the class of

employes to be covered, the
amounts to be paid and the cir-
cumstances under which they
are to be paid.

• Treat dependents equally: If
the plan includes employes' de-
pendents, treat stockholders' de-
pendents the same as other em-
ployes'. Avoid discrimination.

So long as there is, in fact,
"plan" known to the employ-a

es, and they are fully aware of
its existence and benefits, this
should suffice to withstand Inter-

nal Revenue attack.

If the plan is for employes who
happen to be stockholders, this

should not, by itself, knock out
the deduction by the corporation
. . nor should it wipe out the tax-

free status of benefits to stock-

holder-employes. •

Outpatient
visits outpace
inpatient care

NEW YORK-In the two year
period from 1965 to 1967 outpa-
tient hospital visits in6reased by
8 % while inpatient visits in-
creased 1%.

The changing patturn of hos-
pital utilization is linked to the
implementation of federal and
state (Medicaid) programs, the

American Hospital Assn. re-
ported.

In comparing hospital utiliza-
tion between 1965 and 1967, the
survey found that the length of
stay increased from an average
of 7.8 days ·to 8.2 days. In addi-
tion, in 1965 246 employes were
needed for every 100 patients; in
1967, that number had been
upped to 265 employes per 100
patients.

More hospital employes and
higher wages for those employes
contributed to the 21.6% increase

in total hospital expense per pa-
tient day in the 1965-67 period. •

Reuter, Young promoted
David M. Reuter has been

named assistant manager of the
Missouri Compensation Rating
Bureau, St. Louis, and Thomas R.
Young has been appointed assis-
tant manager of the Southeast-
ern Compensation Rating
Bureau, Birmingham, Ala.



Long-term disability pay must give
emp/oye 7ncenfive' to return to iob

NEW YORK-A recent Ann
Landers column carried a letter

from a practical nurse who said a
case she was working on was
"driving me nuts."

The nurse wrote Miss Landers

that her patient was a man 58
years old injured in an industrial
accident who is "too darned
frisky for his own good.

"If my husband knew how this
'cripple' chases me around the
house he'd make me quit this
job."

The insurance company, the
nurse stated, is paying for the
patient's care, "which means he's
in no hurry to go back to his
job,"

THE NURSE'S COMPLAINT

points up one of the major prob-
lems facing employers who offer
long-term disability insurance:
How to provide enough benefits
for the employe and his family to
live on but not enough to keep
him from wanting to go back to
work.

B. T. Hurley Jr., agency vp of
Provident Life & Accident, Chat-
tanooga, one of the early writers
of long-term disability, stressed
the need to offset LTD payments
with other forms of income so

the disabled employe doesn't end
up with almost as much pay 'as if
he were working.

"This is important not only to
cut down on malingering but al-
so to provide the employe an in-
centive for rehabilitation," Mr.
Hurley said.

THE TYPICAL LONG-term

disability plan is one in which
employes pay all premiums.
After a waiting period of six
months, the plan pays from 50%
to 60 % of a worker's salary to
age 65. Maximum limits average
$1,000 a month, after offsets for
workmen's compensation or So-
cial Security benefits.

Some pension plans have a dis-
ability provision which guaran-
tees the payment after age 65 of
any amount which the disabled
employe lost as a result of his
injury or sickness.

Eastern Airlines has one of the
more advanced disability plans-
a three-pronged disability setup
consisting of a sick leave plan,
short-term disability and long-
term disability. The integrated
plans were effective at the start
of this year.

THE SICK LEAVE portion,
which is self-insured, gives em-
ployes who are absent because of
illness or injury their regular
base pay up to a maximum of 75
days, depending on their accu-
mulated sick leave. Eastern em-

ployes accumulate sick leave
days at the rate of one day for
each month of active service.

When the sick leave plan. ex-
pires, Eastern workers are cover-
ed on a noncontributory basis
under the airline's short term
disability plan, which pays them
50 % of their salary-less any in-
come from workmen's compensa-
tion-for up to six months.

The company's long-term disa-
bility, which starts after six
months, pays 50% of salary, less
any income fronn workmen's

comp or Social Security, until
age 65 or retirement. Maximum
benefit is $25,000 a year and the
minimum benefit is $600 a year.

THE LONG-TERM plan, un-
derwritten by Connecticut Gen-
eral, is contributory and costs em-
ployes 22¢ per month per $100 of
their regular base monthly earn-
ings.

International Business Ma-
chines Corp., Armonk, N.Y., also
has set up an integrated disabil-
ity plan. IBM's 26-week sickness
and accident plan and its short
term plan (which is in effect for
two years after that) pay an em-
ploye's regular salary.

After the two-year salary bene-
fit, an employe is eligible for
benefits equal to the monthly in-
come he would receive at age 65
under the company's retirement
plan, based on his actual service
and income. Payments are in ad-
dition to Social Security.

TOM JOYCE Jr., assistant
secretary at Insurance Co. of
North America, estimated that
some $150,000,000 a year in pre-

Ray Greiche will be out of
work for 3 years

with a terminal illness.
You can only pay him

for a year.

miums are written on long-term
disability. INA itself has about
4,000 corporate policyholders.

Mr. Joyce agreed that the em-
ploye must be given "some
modest incentive to come back to
work," including Social Security
and workmen's compensation off-
sets and also assurances that the

worker is getting the proper
kind of rehbbilitation.

The insurer has had problems
with alcoholics and mental pa-
tients, Mr. Joyce said, because
they w6re not receiving the spe-
cialized treatment that the prob-
lem requires. INA has recently
changed its policy wording to re-
fleet the fact that the carrier Will
pay only if the alcoholic or men-
tal patient is institutionalized or

bitainess insitrance, November 18, 1968/41

Trend toward employer-pay-all health plans

Year
Percentage of

employer-paid plans
1960 34

1963 through 1966 45-50

1966 46

1967 63

A study conducted by the Institute of Health Insurance on 3,000 group con-
tracts covering nearly 300,000 employes and their dependents, determined
that only 1 % of the employes paid the full cost of their health coverage.

is receiving competent rehabili-
tation.

MR. JOYCE ALSO said that
some firms which purchased
long-term coverage have misused
it. "It's a tempting way to say
good-bye to old Joe," the INA
executive, who has been involved

Ron Travisano will be
out of work for 2 years with

a lung condition.
You'll only be able to

pay him for two months.

Barbara Kallish will fall
and break her hip.

She'll be out of work
for six months.

After five weeks you have
to tell her you can't
pay her anymore.

with LTD plans for 11 years, ex-
plained.

If a company, especially one
with a "paternalistic attitude,"
doesn't want to fire a longtime
employe, it might have him cov-
ered under long-term disability
for three to five years until the

Continued on page 42

Mark Rubin will have
an auto accident

and spend 18 months
in the hospital.

You can only pay him
for six months.

Whysome businessmen
have trouble sleeping at night

If you've told a sick employee just employee. What's more, we can help How much coverage?once that you couldn't continue his sal- you solve your business problem of pay- Up to 60% of his salary. You de-ary, that was once too often. ing two salaries. One for the employee termine the amount.
You were upset. You felt guilty. sick at home and another salary for the Needless to say, this type of in-You may have had several sleepless employee taking his place at work. surance makes a good "selling point"nights. But now, there's no need for American Home's Salary Security in the recruitment of prospective

your employee to worry over his salary program covers any full time employee employees.
while he's home or in the hospital. Be- under 65. And, you can cover him until Ask your broker about American
cause we can tell you how to avoid the he is 65, when Social Security and pen- Home's Salary Security program. Itemotional problem of rejecting a sick sions take over. may save you a lot of sleepless nights.

American Home Assurance Company
102 Maiden Lane, New York, New York 10005
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Says N. Y. texti/e union better off
than its counterparts e/sewhere

NEW YORK-The lot of New

York City textile workers is
much better than their counter-

parts' throughout the country,
Business Insurance was told.

According to Irving Epstine,
manager of the New York Joint

Board of Textile Workers, and a
vp of the International Textile

Workers Union, organization is
the key to the advantage held by
the textile workers in this part of
the country.

Among the benefits enjoyed by
New York workers are a liberal

welfare fund, surgery coverage,
eyeglass and dental coverage,
life insurance, free physical
examinations, legal counseling,
wholesale drugs and a new pen-
sion plan.

"We're even considering psy-
chiatric care for the youngsters
of our members," Mr. Epstine
said.

HE POINTED OUT that these
benefits do exist in the national

union, but that they're not near-
ly as lucrative nor as widespread
as they are in this section of the
country.

The Joint Board has provided
its 3,500 members with a disabil-
ity welfare plan that pays the
disabled worker 60% of the

highest income he received over
a six-week period before becom-
ing disabled. This includes over-
time and is paid for a period of
one year.

Mr. Epstine revealed that 80%

of his union's membership are
covered by family Blue Cross-
Blue Shield, while the other 20%
receive individual coverage.

Surgery coverage is provided
through Northeastern Life In-
surance Co., because "90% of the
surgeons won't operate under
Blue Shield."

THE UNION ALSO has an

agreement with a panel of sur-
geons, whereby the employe
turns over his'Blue Shield bene-

fits and receives all surgery at no
cost.

All members of the New York

union, their wives and children
receive free eyeglass coverage.

The union also provides life
insurance from $1,000 to $2,000
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EMPLOYEE SAVINGS PLANS... THE COMING TREND IN RETIREMENT PLANNING

. You, the reader
* The back seat drivers-if you have a

retirement plan, these are the people
you must listen to

• Your employees (what are you doing
for me now?)

• Your pensioners (you're not paying me
enough!)

• The internal revenue service (don't pay
too much !)

• The accountants (don't pay too little !)
• The public (there ought to be a law)

* What a retirement plan should do
• A retirement plan should do what

comes naturally
• A retirement plan should buy a five dollar

ham sandwich

· A retirement plan should protect against
inflation

• A retirement plan should be a savings plan
· A retirement plan should encourage

individual initiative
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and cost
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retirement plan
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• Status of employee savings plans
• Plan provisions
• Putting the money in
• Taking the money out

* Operating a savings plan for retirement
· Investing the money
· Management by the employer
• Planning by the employee-

before retirement
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• Planning by the employee-
after retirement

* Where have we come?

. A horse and 3Uggy institution in a jet age
• A modern p an tor a jet age
• When you ge- clobbered, this is how

it will be done

• A program for aotion
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class plan
• Planning de:'sions
• Draft of a year class plan

* Employee savings plans-the
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for every member.
Mr. Epstine expressed special

pride in the legal counseling
drug store and dental clinic, re-
cent additions to the textile

worker's benefit package.

FREE LEGAL SERVICE is

provided for members. In ad-
dition, members and their wives
and children under 18 are given
complete dental service, and
must only pay for laboratory cost
of fillings and false teeth.

Mr. Epstine also expressed op-
:imism in the future of a pension
plan for textile workers. He said

Long-term. ..
Continued from page 42

man's pension begins, Mr. Joyce
said.

Mr. Joyce said INA has tried to
get around this situation by ex-

eluding payments to workers
with "preexisting conditions." If
:hey've had treatment for 90
days prior to the start of the
policy, they're not covered.

THIS PROVISION HAS had

limited success, Mr. Joyce ad-
mitted, because the employe will
simply hold off on any treatment
until after he's covered under

the LTD plan.

Mr. Joyce said that INA gets
three or four 'times as many
claims from blue collar workers

as from white collar employes.
The reason, he stated, is that

blue collar workers who display
a greater degree of on-the-job

dexterity, are often overcome by
boredom. Because they have a
limited education, they have "no
where to go," Mr. Joyce said.

The definition of disability
used by insurers is an inability
after two years to return to a

"substantially gainful occupation
:o which you are qualified by
reason of training, education and
experience."

BECAUSE OF THIS, a worker
whose job it is to pull down a

a petition is now before the state
legislature seeking approval to
"vest" employes for ten years of
past service and five years of
paid service.

This would permit any mem-
ber who retires to collect his

pension at age 65. Under the
plan, credits are given to work-
ers back to 1936. A worker,
should he retire at 65 with 25

years of service, would receive
$80 a month.

Mr. Epstine was pessimistic
about the future of textile work-

ers throughout the rest of the
country, •

lever with his right hand is con-
sidered disabled if he injures
that hand, Mr. Joyce pointed out.
The man's "training, education
and experience" do not qualify
him to do anything else, he said.

Women who hold down jobs
on assembly lines and who dou-
ble in brass as housewives also

present a problem, Mr. Joyce
said. "Give them a way out of
their job and they'll take it," he
said.,

Consequently, INA and other
insurers are working to use the
"substantially gainful occupa-

. tion" definition from the outset

of the disability in order to give
the employe a wider, job choice.

Mr. Joyce said the long term
disability business is "growing
up. We've learned a lot of an-
swers and have set up some con-
trols.

"We still have problems, how-
ever, because all of these pre-
miums have been written in a

period' of full economic activity,"
when most people have jobs.

But if the country should be
hit by an economic slowdown,
both companies and employes
would be "under pressure" to
take advantage of disability cov-
erages, and the insurance indus-
try could end up getting burned
-just as happened to the life un-
derwriters in the depression in

the 30's. "It's very hard to tell
when a man is really disabled,"
Mr. Joyce said. •

multiphasic laboratory test profiles

the NOW approach to health .

FOR LABOR... BUSINESS... INDUSTRY

HIGH COST OF MEDICAL CARE

A major concern of. business and industry is absenteeism due to employee illness.
Surveys have shown that illness is responsible for more than four hundred mil-
lion absentee days annually. The loss in dollars is estimated at over ten billion.

"Medical services ·are 'now the fastest-rising item on. the. consumer index," re

ported FORBES magazine of March 15, 1968. "'They soared by nearly 8% last
year ·while the average consumer index was rising by 3.1%. Hospital costs have
been rising by nearly 16% per year for the last· couple of years."

As medical costs rise, insurance rates follow suit. This re;eals a· significant fact
- that while business and industry may be paying more money for employee
health benefits; the employees may not necessaribi be receiving any added care.

'PREVENTI-MED PROGRAM

PREVENTI-MED provides a unique
inexpensive phase of a preventive

medicine program for all personnel. It
. can help reduce illness absenteeism,

the number of days of hospital care
and a number of surgical procedures.

This program is a speciaHy designed
series of.health screening laboratory
tests called, Multiphasic Test Profiles.

By analyzing significant biochemieal
elements of the body, through blood
and urine, early deteetion of unsus-
spected disease or illness in an em
ployee can be determined. This early
detection becomes an invaluable aid to

the physician in instituting proper
treatment which could prevent acute

·illness or disability.

a rn.ass screening program

proposed bv

PREVENTI-MED CONSULTANTS, INC.

5352 laurel Canyon. North Hollywood, California 91607

213 980-3363



Gro up ordinary po/icies he/p
communicate fringes' advan tages

CINCINNATI-A new ap-

proach to merchandising which
is being used by a growing num-
ber of life insurance companies

is also providing a bonus for em-
ployers-a way to solve the
knotty problem of educating em-
ployes about their benefit pro-
grams, according to Lyle Rogers,
a vp of the Union Central Life
Insurance Co. here.

Union Central Life is one of

approximately 20 small- and
medium-sized life companies
which are offering a new type of
group program. The new plans
offer employes the right to pur-

chase permanent insurance by
paying the difference between
the employer's group term rate
and one of three individual type
plans: Ordinary life, life paid up
at 65 or retirement income at 65.

The employer makes it possi-

ble for his employes to obtain
this permanent insurance with-
out raising his own ultimate cost,
Mr. Rogers said.

THE WORD FRINGE no

longer is appropriate for describ-
ing industry benefit programs,
said Mr. Rogers, because they
now account for up to 30% of

compensation in some industries.
However, employers generally

recognize that most employes
know very little about the insur-
ance portion of their benefit pro-

grams until they need to collect.
When an employer offers the

new plan-Union Central calls
its program Group Two-an
agent reviews each man's posi-
tion. During a personal inter-
view the agent explains exactly
what the employe has in the way
of term insurance and what is

offered in the way of permanent
coverage.

When an employe buys addi-
tional coverage-there's a $2,000
minimum in Union Central's

plan-a policy is issued and it is
wholly-owned by -the employe.
The premium for his portion of
the cost is paid on a level basis as
a payroll deduction.

WHEN AN EMPLOYE leaves

the company he can take the
permanent policy with him. The
rate will continue to be based on

the age at which he enrolled. The

employe who retires is not faced
with the high cost of conversion

common to the usual group plan.
The computer has made the

new plan feasible, said Mr.

Rogers. The insurance company
supplies the employer with com-
plete deduction data on em-
ployes.

For the industry, the new plan
reopens a market-the blue col-
lar worker-which has been ne-

glected since World War II, the
Union Central executive said.

The industrial approach to sell-

Liability cover asked
for temporary landings

A proposed ordinance amend-
ment approved by the legislation
committee of the Common Coun-

cil, Buffalo, N.Y., calls for li-

ability insurance to be provided
for helicopter landings at sites
not permanently designated for
such use.

A request must be submitted
three days in advance of the
landing with a copy of insurance
policies covering both the city
and the petitioner.

Such policies must amount to
at least $1,000,000 for injury to
one person and $3,000,000 for in-
jury to more than one and $1,000,-
000 for property damage. •

ing insurance-the zone man

selling a policy at the dining
room table in the evening, then
returning monthly to collect
premiums-has been on the de-
cline.

ON THE RISE HAS been or-

dinary insurance, sold by more

highly trained agents who are
able to tailor plans to individual
needs. What has happened, said
Mr. Rogers, is that companies
have trained elite groups of
agents who go after the elite
business. This has resulted in a

gap in coverage.

Since getting approval of the
plan in various states in July and
August Union Central has sold

Group Two to six companies.

With this short experience, said
Arthur E. Battey, director of

group sales, the plan seems to
appeal mostly to small- and
medium-size companies ( 100 to
150 employes). Companies are
reporting participation rates of
60% among workers.

Mr. Rogers says Union Cen-
tral's Group Two is modern mer-
chandising ·directed at ease of
purchase and payment. Logical
follows to the program will be
auto insurance group plans and

equity merchandising through
payroll deductions.

MR. BATTEY POINTED out

that the permanent policy pur-
chased under the Group Two
plan carries a level premium.

'ilil

bttsiness insurance, November 18, 1968/43

Overall premiums for group insurance
(in billions of dollars)

Total

Group Health

Group Life

Group Annuities

Source: Health Insurance

1950

$1.878

629

559

.690

Institute

For this reason, it is possible for
the employer to avoid the ever-
increasing cost that so often is a
part of group term insurance.

Theindividualpermanent
policy is underwritten on a
group basis and is issued without
any medical examination.

Each employe participating in
Group Two, said Mr. Battey, has
a number of choices when his

employment terminates. He can

1960

$5.872

2.895

1.867

1.110

1966

$9.406

4.681

3.010

1.715

1967

$10.150

5.050

3.300

1.800

continue the policy in force, take
paid-up insurance or take the ac-
cumulated cash values in a lump
sum.

There is even a special provi-

sion which allows him to supple-
ment his retirement income. At

the time, he can purchase addi-
tional monthly retirement bene-
fit of $10 for every $1,000 of per-
manent insurance under the

plan. a

*

3

We've set 15,000 fires
so you'll never see one.
Hardly a week passes that our research engineers don't
start an industrial fire - full scale - at our multimillion

dollar research center in Glocester, R.I.

These experts have plenty of room for experimenting.
In a test structure covering more than an acre and tall

as a six-story building,they observe, record and evaluate
fire events from first flash to final extinguishment.

Today's series of fires began some 15,000 fires ago in
the original test center at Woburn, Mass. All were set
on purpose: to learn everything possible about fire and
explosion - and how to prevent and control them.

For our policyholders. For all industry.
For further information, contact your nearest Factory

Mutual district office. Or write Factory Mutual System,
Norwood, Mass. 02062.

<E> Factory Mutual System
Industry-owned to conserve properly and profits

, Arkwright-Boston Manufacturers Mutual Insurance Co.

F M Insurance, Company Ltd.

M F B Mutual Insurance Co.

Philadelphia Manufacturers Mutual Insurance Co.
Protection Mutual Insurance Co. / Affiliated F M Insurance Co.
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Eastern Airlines employs movie
to get across new benefit plan

NEW YORK-Eastern A i r-

lines has laid out close to $100,000
for a 45-minute movie and a set

of booklets to tell its employes
about a new package of benefits,
including expanded group life
and health programs.

Without this sort of graphics
approach, "employes not only
don't know what they've got but
they don't appreciate it," Robert
L. Kreiling, director of insur-
ance, told Business Insurance.

"It's not enough to just give
employes the booklets," Mr.
Kreiling said, "although they tell
the whole story. People don't
read them."

The new benefits package for
some 12,000 noncontract em-
ployes consists of comprehensive

medical insurance (which com-
bines basic and major medical
coverages), voluntary accident
insurance, group life, disability
income protection, a stock pur-
chase plan and tuition aid.

UNDER THE GROUP life

plan, which is underwritten by
Prudential Insurance Co.. East-

ern employes can purchase life
coverage of either one, two or
three times their salary for 45¢
per month per $1,000 worth of
insurance.

The comprehensive medical
plan provides a maximum life-
time benefit of $50,000 for em-
ployes and dependents (except

' for mental disorders where the

maximum is $20,000), For each

hospital confinement the plan
pays the first $500 of eligible ex-
penses and 80% of costs above
$500.

Eastern's employe communi-
cations campaign to get across
the new benefits was designed by
the airline's personnel relations
and industrial relations depart-
ments, i n conjunction with
Marsh & McLennan, the firm's
major broker.

FIRST STEP WAS to send out

to each employe's home a set of
seven new benefit booklets with

a letter from Floyd Hall, East-
ern's chairman and chief execu-

tive officer. Next, the two East-
ern depar:ments met with key
supervisory personnel, who were

Number of Americans covered

by private health insurance
(in millions)

1945 1950 1955 1960 1967

Total number covered 32 77 105 130 158

(by all types insurers)
Number covered under

group plans 8 22 39 55 70

start of

1968

163

73

Health benefit dollars paid
(in billions)

1950 1955 1960 1965 1966 1967

1.299 3.125 5.688 9.617 10.159 11.037Total amount

paid (by all
types insurers)

Amount paid
under group plans

Source: Health Insurance Institute

.438 1.252 2.350 4.000 4.357 4.748

s.nown the movie film and,

briefed on how to answer ques-
tions when they in turn ran the
movie for their own people.

Only AIEtnEis
Group Dental Plan
covers sO many
-and so few.

1 113*=]
T

Now £tna offers Group Dental coverage to groups
as small as 10 people.

Only £tna with 12 years of experience in the field
covers so many groups with such a flexible plan design.
And with such a low cost design, small companies can
now afford to give big company protection.

As the originators, £tna covers more businesses
with Group Dental Plans than any other company.

You'lllike what this plan can do for you. We do, too.
We've insured the 22,000 smiles of £tna people since 1960.

LIFE & CASUALTY

OUR CONCERN IS PEOPLE

The movie was split into two
parts, one for Eastern's new
group life and health benefits,
the second for the retirement,
stock and tuition plans. In be-
tween each segment were five
minutes of "think music," allow-
ing employes to make notes and

prepare questions on the group
benefits portion.

To heighten interest and re-
tention. each employe was sent a
letter inviting them to the show-
ing signed by Mr. Hall. At the

meeting Eastern's industrial re-
lations and personnel relations

departments gave out a booklet
which summarized the key bene-
fit changes.

AT THE END OF each meet-

ing employes were encouragsd
to ask questions about any of the

benefits. To make sure they got
the answers on the spot, Eastern
set up direct telephone lines to

the employe benefits department
at the home office. Since there

was only one copy of the movie
(which was shown over a six-

month period), the department
was never bombarded with ques-
tions from several locations at

once, Mr. Kreiling explained.
Since Eastern pays its own

claims for health, travel-accident

and disability, any changes in
employe attitudes were bound to
show up soon after the new bene-
fits were explained. Mr. Kreiling

said that one gauge of the favor-
able reaction to the communica-

tions effort is that employes
didn't have the "dissatisfaction

and complaints" which normally
accompany the filing of a claim.

Since Eastern is taking on new
employes at the rate of 300 or so
a month, Mr. Kreiling thinks it
might be a good idea to rerun the

movie for all the new personnel.
He pointed out that at the end of
this year, 10% of Eastern em-
ployes won't have seen the film
presentation. •

Universal health plan
'inevitable,' says aide

A key state hdalth official

in Rochester, N.Y., said that a
universal health insurance

program for every worker in
the state is "inevitable."

Edward Van Ness, director
of the state Health Planning
Commission and a Rockefel-

ler administration adviser for

six years, said that the present
system of depending on feder-
al Medicaid funds is a "peri-
lous and unreliable" way of
providing health care for low-
income families.

Congress cut back on Medic-
aid funds last winter and a

new proposal that passed the
Senate in September would
slash federal support in half.

Although Medicaid is a
state administered program,

up to 50% of the money comes
from Washington.



Deere expands captive
to write its dealer life,
acciden ta/ death cover

MOLINE, Ill.-The Rock River
Life Insurance Co., a captive in-
surer of Deere & Co., has begun a
payroll deduction life and acci-
dental death and dismember-

ment program for its dealers and
their employes, Business Insur-
ance has learned.

Robert L. Siegel, Rock River
vp and insurance manager of
Deere, refused to comment on

the program or how many deal-
ers had signed up for the pro-
gram. Rock River is currently li-
eensed to do business only in Il-
linois.

Deere operates a second cap-
tive insurer that writes property
credit insurance under inland

marine floater policies. The com-
pany reinsures losses of more
than $100,000 up to $1,000,000.

DEERE, WHICH calls itself
the world's largest farm equip-
ment manufacturer but refuses

to reveal how many dealers it
has in Illinois "for competitive
reasons," increased the capitali-
zation of the life company, in ac-
cordance with an Illinois re-

quired minimum, to $600,000 to
take on the life and AD & D pro-
gram for its dealers.

Rock River is licensed to do

business only in Illinois, but it
is understood that this program
is being offered nationwide. Pre-
sumably Rock River offers the
plan on a nonadmitted basis, pay-
ing taxes on the premiums gen-
erated in the various states.

Deere originally formed the
life insurer in January, 1965, to
write group credit life coverages
up to $10,000 on any one life. Its
initial resources were $1,000,000,
$200,000 in capitalization and
$800,000 surplus.

The new employe benefit pro-
gram for dealers and their em-
ployes has three plans. Plan A
ofTers $10,000 for each proprietor
and officer; $5,000 for salesmen,
parts managers and foremen;
and $2,500 for other employes.
Plan A also offers half this prin-

Gerber Life

won't act as

captive firm
NEW YORK-Even though

Gerber Products Co. has started

a life insurance subsidiary, it can
still say that "babies are our
business... our only business."

Gerber set up Gerber Life In-
surance Co. last December and

was licensed in its first state,
New York, in September of this
year to sell mostly term life poli-
cies to the young family-which
has plenty of babies.

According to Barry Blazer, vp-
administration for Gerber Life,
the subsidiary wasn't started
with the purpose of handling the
group insurance of Gerber Prod-
ucts employes, which is handled
by Travelers. It has no present
plans to move in this direction,
he said.

The insurance firm, at least
until it is licensed nationally,
will concentrate on direct mail
solicitation. Mr. Blazer said the
carrier realizes that mail order
insurance has received "adverse
publicity," and he said Gerber
won't do business in any state
without first becoming licensed
there. •

ciple amount to participants be-
tween the ages of 60 and 65 and
one fourth the maximum amount
for participants over age 65.

In plan B, the maximum
amounts are $20,000, $10,000 and
$5,000 for the three classifications
of participants, with identical re-
ductions for those between 60
and 65 and those over 65. Plan C

sets limits of $30,000, $15,000 and
$7,500, with a maximum of two
and a half times income.

ROCK RIVER allows the deal-
ers to change plans, and there is
a 90 day eligibility requirement.
Dealers may make payroll de-

ductions for the coverages if 75%
of eligible employes enroll for
the benefits.

The monthly premium for the
life cover is 19¢ per $1,000 for
participants under age 39 and
ranges up to $5.54 per $1,000 for
those 65 and over. The plan
breaks the premium charges into
five-year categories from age 40
to 65, with premiums increasing
from 39¢ per $1,000 in the age 40-
44 group to $2.74 for the 60-64
group. The maximum amount
that an employe may contribute
to the cost of this plan is 75%.

The accidental death and dis-
memberment benefit levels are
also broken down into Plan A, B
and C with identical limits for

the occupational classifications.
The premium rate for the AD

& D coverages is 6¢ per $1,000.
Rock River may discontinued

either coverage plan if the total
number of insured employes is
less than 25 or less than 75% of
the total number eligible.

Premium payments to the in-
surer are payable by the dealer
to Rock River monthly, quar-
terly, semi-annually or on an an-
nual basis, with dollar savings
for fewer regular payments. For
example annual payment would
be $11.8227 of the monthly rate. •

DEERE IS only one of a small,
but growing, number of U.S.
companies that have captive life
companies. In addition, a number
of other companies use a subsi-
diary insurance company to write
some portions of their employe
benefit program.

According to a spokesman for
one company investigating the
possibility of a captive, it is very
difficult to find expert outside
counsel on captive life insurers.
He conceded, however, that there
is an abundance of counsel on the

pros and cons of captive property
and liability insurers.

"Howaver, we've found that
outside counsel on captives tends
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to be biased either in favor of or
against a captive, so their advice
must be taken with a grain of
salt," he said.

A disadvantage of life captives,
according to one expert on the
subject, is that although the pre-
miums paid into them are larger
than property and liability pay-
ments, the net retention is consid-
erably smaller. Less than 5% is
held as net retention, the insur-
ance man stated, and some 95%
is paid out in the form of benefits
and reserves.

Also, setting up a captive life
operation takes "substantial"

capital and is restricted as to the
investments it can make.

f

MOST LIFE captives handle
the employe benefits insurance of
their parent corporation, plus in-
surance needs for "captive mar-
kets" such as dealer organiza-
tions, employes private insurance
(on a payroll deduction basis)

Continued on page 46
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You probably don't give a hoot whether some owls are wiser than others,
they alllook alike to you. Perhaps insurance companies look alike to you too.
After all, they do offer similar policies at similar prices, but right there
the similarity ends. The experience, the organization, the facilities, the
underwriting knowledge and the hundred-and-one extra services so vitally
important to you vary greatly. In serving the leaders of American commerce
and industry for almost a century we offer a unique combination of
business acumen and a flexible approach to underwriting problems, both
here and abroad-a large plus, yet Chubb service costs no more.

Subsidiary of THE CHUBB CORPORATION
90 John Street, New York, N.Y. 10038

UNDERWRITERS

Manager FEDERAL INSURANCE COMPANY • VIGILANT INSURANCE COMPANY
GREAT NORTHERN INSURANCE COMPANY • THE SEA INSURANCE CO., LTD.
THE LONDON ASSURANCE • ALLIANCE ASSURANCE CO., LTD. • SUN INSURANCE OFFICE, LTD.
Affiliated with PACIFIC INDEMNITY GROUP through THE CHUBB CORPORATION
Life, Personal Health, Group Insurance, Pension and Profit Sharing Plans through
THE COLONIAL LIFE INSURANCE COMPANY OF AMERICA

Aviation Insurance through Associated Aviation Underwriters



Industrial loss can swallow your profits!
Industrial loss is a potential reality that could down your profits in one gulp. OWe specialize in helping to
keep companies free from industrial loss. Our professional staff and complete coverage can help safe-
guard your profits. 0 Contact us today for full information about our specially designed programs for
industrial protection and loss prevention of your property.

Arkwright-Boston Insurance
EXECUTIVE OFFICES: 225 WYMAN STREET, WALTHAM, MASSACHUSETTS 02154

FACTORY MUTUALINSURANCE
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GE offers 'new wrinkle'-

open enrollment for life option
NEW YORK-General Elec-

tric has come up with a "new
wrinkle" in its recently insti-
tuted savings and security pro-
grarn.

The innovation is an open en-
rollment month, which was held
in September, and allows em-
ployes to sign up for a life insur-
ance option without benefit of
medical evidence.

According to James F. Duncan,
assistant employe benefits man-
ager, the open enrollment period
gives employes, who may not
have understood or been aware

of the program, an opportunity
to enroll.

EMPLOYES WHO participate
in the program may elect to have
payroll deductions made at a
rate of up to 7%. The maximum

figure is open only to employes
who have participated in the
program for three years or more.
The company pays an additional
one-half of every employe con-
tribution.

One percent of earnings from
payroll deduction savings may
be applied, if the employe elects,
to the purchase of life insur-
ance.

Mr. Duncan said the insurance

aspect of the savings and secu-
rity program is "especially bene-
ficial to the younger employe."

In the event of the death of an

employe under 35 years of age,
50% of his annual earnings for
insurance purposes (which is de-
termined by the amount the em-
ploye has contributed in the year

prior to his death) will be paid to
his beneficiary for 18 years.

Total

Death payments to beneficiaries

Payments made
under group life plans

1966

$5,185,000,000

2,058,000,000

1967

$5,600,000,000

2.288,000,000

The sharpest increase in beneficiary payments was under group certificates,
partly as a result of the Servicemen's Group Life Insurance policy. These
claims were estimated at $160,000,000 or $50,000,000 higher than 1966.
Out of every dollar of life insurance benefits, however, 584 are paid to
living policyholders and only 42e to beneficiaries.
Source: Institute of Life Insurance

The percentage of earnings
and period of payments gradually
decrease as the employe gets
older, and his savings grow.

The beneficiary of an employe
over 60 would thus receive 20%

of his annual earnings for a pe-
riod of two years.

Mr. Duncan feels that em-

The center portion of the crocodile' s body
is a water wall tube which ruptured and
caused. a million dollar industrial loss.

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL INSURANCE COMPANY
MUTUAL BOILER AND MACHINERY INSURANCE COMPANY

ployes "are extremely concerned
with coverage in the event of a
catastrophe.

"This prograrn follows the

same philosophy as our major
medical program, which covers
the employe for expenses up to
$100,000," he said.

GE EXECUTIVES believe this

to be the most' extensive major
medical coverage in the coun-
try.

Mr. Duncan could offer no im-

mediate evaluation of the open
enrollment month. The innova-
tion was extended well into Oc-

tober and results probably will
not be known for quite some
time. •

Pension assets up
Assets held by trusted pension

plans in Canada at the end of
1967 totaled $8.068 billion, up
from $7.25 billion the previous
year, the Dominion Bureau of
Statistics has reported.

The 1967 figures, covering 3,789
pension funds, showed total in-
come for the funds of $1.162 bil-
lion, of which $474,000,000 came
from employers' contributions,
$274,000,000 from employes. The
rest was investment profit.

Deere ...
Continued from page 45
and customers, especially if high-
traffic locations are available.

For instance, Continental
Trailways operates CT Life &
Accident Insurance Co. and pro-
vides not only insurance for Con-
tinental's employes but also its
bus passengers in 33 states.

Other life captives are Alexan-
der Hamilton Life, operated by
International Telephone & Tele-
graph; Financial Assurance Inc.,
whose parent is Gates Rubber
Co.; Kanawha Insurance Co., run
by Spring Mills; Tennessee Life
Insurance, operated by Tenneco
Inc.; and Textile General Insur-
ance Co. which writes life cover-

age for about 8,000 employes.
Anderson Clayton Inc. is an ex-

ample of a company that places
its employe benefit cover with a
subsidiary insurer, Ranger.
Brown & Root has its employe
benefits with a subsidiary in-
surer, Highland.

Tower Life & Accident Co., a
subsidiary of the Tribune Co.,
publishers of the Chicago Trib-
une, the New York Daily News
and other newspapers as well as
owners of several radio and tele-

vision stations, offers a salary
savings program for some Trib-
une employes. The program in-
cludes counseling for estate plan-
ning and life insurance programs
on a payroll deduction basis.

Tower Life, formed in Febru-

ary, 1967, is licensed to do busi-
ness in Illinois, Indiana, Iowa,
Wisconsin and Michigan. In addi-
tion to the salary savings pro-
gram, Tower Life writes an ex-
pressway life cover for Chicago
Tribune subscribers and other

life, accident and health cover-
ages, but none of the Tribune Co.
employe benefit program which
includes health and life cover-

ages, according to Tower Life. •
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UAW'S BENEFITS studies

range beyond the union's own
membership because, the depart-
ment director said, "UAW pat-
terns alone are insufficient. We

study broader groups of workers
to get a reasonably good 'fix' on
where the problems are."

In the health care area, benefits
currently under study and nego-
tiation for various groups of
UAW members include pre- and
post-natal, psychiatric and dental
care. Dental care coverage was
recently added to the health care
coverage for UAW workers in
the aerospace industry.

The UAW board, with the ad-
vice of Mr. Glasser's department,
determines priorities for fringe
benefits and then attempts to
gain breakthroughs in major
contract negotiations that set
patterns.

UAW will negotiate a new
contract with the Big Three auto
makers in 1970, but Mr. Glasser
says, "I don't know what we'11
try to negotiate in the way of
benefits.

UAW's G/asser te//s how union shapes benefits
By RICHARD BJORKLUND

DETROIT - Continuing pro-

fessional scrutiny of the security
needs of workers and their fami-

lies has made the United Auto

Workers international union a

pacesetter in gaining meaningful
fringe benefits in contracts be-
tween the UAW and manage-
ment.

Advice about the full range of

employe benefits is provided to
the board of the 1,600,000-mem-
ber union by the UAW's social

security department, a 20-year-
old agency headed by Melvin A.
Glasser. Negotiated benefits

planned by the department rep-
resent annual payments of more
than $1.3 billion on behalf of
UAW members.

"We determine our benefit

recommendations by studying
members' needs and reactions

through direct questionnaires on
worker utilization of health care

facilities, for example, and by
working with various sources in
the universities, in government
and in professional and con-
sumer groups," Mr. Glasser ex-
plained.

"IF I DID KNOW, I wouldn't
tell Business Insurance because
our union doesn't put its cards on
the table," Mr. Glasser asserted.
He points out also that the selec-
tion of the automaker with
whom the "pattern contract" is
negotiated is a decision made by
UAW President Walter Reuther

shortly before bargaining begins.
It was Mr. Reuther who estab-

lished the UAW's social security
department in 1948 because he,
in Mr. Glasser's words, "recog-
nized that health benefits and
pensions were complex subjects
that required the attention of
qualified consultants." Today
that department is the largest of
any single international union.

Mr. Glasser points out, how-
ever, that many other unions fix
their benefit goals by using the
services of outside employe bene-
fits consultants.

One UAW benefit innovation is
the "national account agree-

ment" governing health cover-
age that went into effect on Nov.
1. Under this agreement UAW
workers in the auto industry re-
ceive uniform benefits through-
out the country with the Michi-
gan Blue plans serving as the
"control" plans to assure that
identical benefits are delivered
with no diminution.

"THIS IS THE wave of the fu-
ture," Mr. Glasser predicted,

Melvin A. Glasser

"because more than 60 % of the

nation's work fore€ is employed
by national employers. We have
unfinished work ir.the area of

uniform benefits for our UAW

aerospace and agr-cultural ma-

chinery workers, but we are
waiting to get some experience
under the auto contract."

Mr. Glasser said his union had

to be "very firm" with the Blue
plans to gain a national agree-
ment because the plans have
local autonomy and formerly
were unwilling to surrender con-
trol over benefits.

"We felt however that work-

ers who give up dollars from

their pay envelopes to get bene-
fits are entitled to equal treat-
ment," said Mr. Glasser. "Those
who paid the same should get
the same."

As for what carriers UAW

favors, Mr. Glasser said, "We'11
take the best we can get for our
men." In the auto industry 30 %
of UAW-negotiated health bene-

fits are underwritten by com-
mercial insurance companies,

0

and in the aerospace industry the

underwriting is done primarily
by commercial carriers.

UAW FREQUENTLY calls

upon commercial insurers and
the Blue plans to make presenta-
tions on costs and coverage to

make comparisons before con-
tracts are negotiated. Commer-
cial carriers, Mr. Glasser has
found, are more resistant to in-
novation than Blue plans.

"Moreover," he commented,

"three aspects of Blue plans that
we like are their nonprofit char-
acter; their close relationship to

hospitals, pharmacists and doc-
tors providing the service, and

the presence of labor representa-
tives on the boards of most local

Blue plans."

UAW is "very concerned"
about rising health care costs,

"If you cover me with a'Yes Men' PAT policy,
1'11 like working for you too!"

In these d ays of rising costs, it took the "Yes Men" of
American General to come up with a PAT (Paid-up And
Term life) policy that builds low cost benefits for your
company and your employes at one and the same time.

For your company - a constant premium rate that does
not increase with increases in employe age; eliminates
annual'adjustments on term rates; a tax deduction for the
term portion of the policy; a savings average of 45 % over
other kinds of group life policies; all this plus company

American General Companies
Baltimore, Maryland · Houston, Texas

Maryland Casualty Company • American General Insurance Company • Americdn General Life Insurance Company07 American General Life insurance Company of Delaware • American Generctl Life Insurance Compony of Oklahoma /-¥\
 p  Assurance Company of America • Hawaiian Life Insurance Company. Ltd. · Life and Casualty Insurance Company (

9,9/,pif*:91*70 of Tennessee • Maine Bonding and Casualty Company • Maryland American General insurance Company • National
9#837 Standard Insurance Company • Northern Insurance Company of New York • Patriot Life Insurance Company --0,'

1

,

loyalty and a job better done by more satisfied employes.
For your employes-a PAT policy builds cash value for

them; and the option at retirement of taking either one-
half the face value in paid-up insurance at no extra cost,
or all the money accumulated through their participation.

Let us give you an analysis of your company's needs
and a heaping helping of."Yes Men" service. Look into
our Paid-up And Term life insurance, for sure. It's part of
American General's total business insurance program.
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according to Mr. Glasser, and has

proposed a nunnber of rneasures
to control the climb.

"Wages of hospital workers

are not the only inflationary fae-
tor," Mr. Glasser asserted. "The
design of insurance policies is
much more important. Insurance

places a premium on getting into
the hospital. In many eases hos-

pitals are used when nursing
home facilities would be more

appropriate."

Mr. Glasser pointed out that
cutting hospital stays by even
one day would save significantly
on total hospitalization benefit

costs. There is evidence, he said,

that hospitals are being misused
because in some areas occupancy
is 20% on weekends and 110% on

weekdays.

Continued on page 48
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tropolitan group life coverage.

Kodak firm doubles Employes with more than 15
years' service receive payments
based on their accrued annuity

pay for maior medical program.

as part of Kodak's retirement

Kodak's new vacation · sched-

ROCHESTER, N.Y.-Eastman Kodak's basic medical plan is ule gives employes three weeks
Kodak Co. has doubled the max-' through Blue Cross-Blue Shield. of holidays after four years of
imum payments of its major After a "corridor" deductible of service, four weeks after 14

medical program in an improve- up to S500 for highly paid em- years, five weeks after 24 years

ment of its benefits package, ployes and $100 for lower paid, and six weeks after 39 years of

which also includes longer sick the major medical pays 80% of employment. •

pay and added vacations. covered medical expenses.
The company, which has no

unions, said the liberalized bene- THE FIRM'S NEW sick pay UAW benefits
fits will cost it some $10,000,000 plan does away with distinctions Continued f'rom page 42
annually, boosting its yearly ex- between hourly and salaried
penditure for employe benefits to workers. The plan, which is self In the life insurance benefit

$24,000,000. The new program af- insured, pays 100% of base pay area, Mr. Glasser said the UAW
fects 70,000 U.S. employes. for employes with less than 15 considers survivors' benefit "ex-

Limits of Kodak's major medi- years' service. For employes tremely important" and he em-
cal program, through Metropoli- with over 15 years of service the . phasized that survivors should
tan Life, have been doubled from plan gives 52 weeks at full pay. be provided with health care

$25,000 to $50,000 for employes After that, employes with less coverage and other benefits ac-
earning $25,000 or more and than 15 years' service receive an tive workers enjoy. Basic life in-
from $5,000 to $10,000 for work- additional 72 payments over a surance for UAW members

ers earning less than $5,000. six-year period under the Me- amount to a year's wages insured

by commercial carriers.
Two life insurance features

developed by Mr. Glasser's de-
partment, include "transition"
and "bridge" survivors'. benefits.

"Transition" benefits cover
the period between a worker's
death and when his survivors
make a readjustment. Written as
insurance, this benefit provides a
widow with payments of $150
weekly, but the coverage applies
only if there are a surviving
spouse or dependent children or
parents.

"Bridge" benefits, which cover
all UAW auto and agricultural
workers and have recently been
introduced for aerospace iridus-
try members, go to the same
categories of survivors as receive
"transition" benefits, provided
the surviving wife is at least 50
years old. "Our studies indicated
that women over 50 need this
benefit which carries them to the
age of 62," Mr. Glasser told Bltsi-
ness Insurance.

Weight watchers:
call
Marsh&McLennan

Not long ago a prospective client had a fat ,%.-
insurance problem. He was weighed down with ' 1 ---* --*
20 different insurance policies ...12 different / 1,- --
expiration dates...for 9 different term periods. /

That's why we were called. We're /1 - -

Marsh & McLennan, industry's leading / L-*.****

insurance brokers. We analyzed his /
problem in depth. worked out this /
soiufbon-.

We consolidated those 20

policies into 1.
Arranged 1 expiration date 

instead of 12.

Arranged 1 term period in-
stead of 9.

Result? For him...a tremen-
dous savings in man hours. pounds
less paper work. and best of all,
more protection for less money. For us
...a trim, new client.

No matter what business you're in, we can
help you get the most complete corporate protection
at the lowest possible cost. We do this with more risk specialists and
experts for almost every industry, more analysts to review your
program. more offices here and abroad.

If you have an overweight corporate insurance problem,
call the nearest office of Marsh & McLennan, Incorporated. Or
call area code 312-346-1400, extension 325. Our diet
is easy to take... anywhere in the world.

Of group auto insurance, Mr.
Glasser said only that his depart-
ment "is studying what can be
done about present. auto insur-
ance cost and coverage pat-
terns." He indicated that ques-
tionnaires completed by UAW
members indicate widespread
dissatisfaction with present pric-
ing and claims practices within
the auto insurance industry.

One result of pacesetting by
UAW in the benefits area is that
gains made by the union are "fil-
tering up" to executive levels in
the auto, agricultural machinery
and aerospace industries. "We

have done more to improve 'the
lot of executives and white collar
workers than we are credited
with," Mr. Glasser claimed. "In
fact, in the auto industry they
now have psychiatric and pre-
and post-natal care because of
our bargaining successes." •

Foreign...
Continued from page 32

carriers may have an impact on
the American employer in that
he will become more aware of

benefits programs overseas.
Swiss Life operates through

local branches and, correspon-
dent companies in all-the coun-
tries of Western Europe, plus
making regular visits to the par-
ent company to explain ser-
vices and coverages. Swiss Life's
multinational plan provides cov-
erage, contract ftexibility, ex-
perience rating, portability, cen-
tralized administration and mul-
tilingual service.

"The whole objective of the in-
ternational agreements being
formed is to furnish useful ser-

vices to clients, but an insurer
before entering this area should
consider whether the services he

can render are justified by the
expenditure of money, in rela-
tion to the number of policyhold-
ers with sizable foreign opera-
tions and the dimculties involved
in providing these services," Mr.
Derron advised.

MR. HOYT AND Mr. Travis

described Metropolitan's relp-
tionship within an overseas net-
work. For its domestic clients the

underwriter offers to help design
and develop plans, select foreign
carriers, establish reinsurance
arrangements, consolidate finan-
cial reports, coordinate adminis-
tration, act as a liaison and inter-
mediary, develop reports and
recommendations and keep cli-
ents informed of benefit plan
happenings.

At the other end of the net-

work is the foreign insurer who
underwrites the plan, conducts
enrollment, provides'contractual
documents, handles claims, re-
ceives premiums, pays benefits,
renders plan financial reports
and keeps Metropolitan in-
formed of local developments.

Mr. Jadden cautioned that ar-

rangements involving reinsur-
anee should stop short of the
point beyond which the pro-
grams will become too expensive
to benefit clients."

When selecting an internation-
al carrier, Mr. Travis said, do-
mestic employers should look at
the criteria the insurer used in

choosing local carriers, be satis-
fied with what the carrier is do-

ing for him domestically and see
that the international program
offers flexibility.

Mr. Jadden and Mr. Derron

agreed that U.S. insurers may be
oversimplifying local as well as

and international agreements
that look promising on paper

difficulties not yet foreseen. •
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Health benefits' future seen by Blue Cross chief
CHICAGO-The future of

health benefits holds internation-

al coordination of coverage for
employes serving overseas, great-
er use of computer automation to
process claims and vastly wider
coverage that will perhaps in-
clude indemnity for transplant
operations.

These predictions were made
by Walter J. McNerney, presi-
dent of the Blue Cross Assn. in

Chicago, in an interview with
Business Insurance. Mr. Mc-

Nerney, who has a wide back-
ground in the academic and op-
erating sides of medical service,
heads a national association that
includes 75 plans that cover more
than 65,000,000 persons who an-
nually receive in excess of $3
billion in benefits.

"Where health care extends in

the next 10 years depends upon
how we organize our health fa-
cilities to develop places and per-
sons to provide the needed ser-
vices," Mr. MeNerney said.

"Items certain to be expanded
include home and office care by
physicians, annbulatory drug
plans, extended care facilities,
dental care, home care and nurs-
ing and visual care."

One area that Mr. MeNerney
approaches with caution is trans-
plants and artficial organs.

"BLUE CROSS RECENTLY

paid a $25,000 claim in connec-
tion with a transplant in San
Francisco," he related, "but this
case points up the problem of
determining which transplants
are experimental and which are
routine. Finally, the question
comes down to how much money
do we want to spend to keep
whom alive and for how long?"

Mr. MeNerney said this ques-
tion becomes more complex in
those nations that have social-

ized medical programs under
which, in effect, public funds are
being expended to keep certain
patients alive.

Modern electronic data pro-
cessing (EDP) equipment will
play a significant role in the fu-
ture development of group health
coverage, he said.

"EDP permits us to hang red
flags on certain claims that are
indicated as excessive," he ex-
plained, "but it also speeds up
claims, particularly for those
who are enrolled in other areas.

For international health in-

surance benefits, Blue Cross aims
at reciprocity agreements with
similar schemes abroad. To

achieve this, Blue Cross is af- ,

BENEFITS
ANALYST

Excellent opportunity within Cor.
porate Compensation for - profes-
sional benefits analyst. Position
requires a college degree and a
minimum of two years experience
in employee benefits or related
activity.

Responsibilities include benefit

studies, claims control, premium
accounting, benefit cost alloca-
tions, claim handling and statisti-
cal data analysis.

Position offers an aggressive in-
dividual extensive diversification

and opportunity for personal
growth and development. Send re-
sume including salary history to:

Mr. Tom Edminson

Corporate Staff Personnel
CONTROL DATA CORPORATION
8100 34th Avenue South

Minneapolis. Minnesota 55440

CONTROL DATA

CORPORATION

Walter J. MeNerney

filiated with the International

Federation of Health Prepay-
ment Funds, which is being in-
corporated to provide worldwide
benefits.

"Presently, Blue Cross will

cover care for those people out of
country, and in a limited number
of cases we have contracts with

providers," Mr. MeNerney said.
"In some countries the govern-
ment pays hospitalization costs
for all visitors."

To reduce medical care costs,
Mr. MeNerney recommends two
avenues: planning of physical
facilities and programs as well as
building incentives into reim-
bursement schemes.

"Planning physical facilities
must include finding a better
blend of inpatient and outpatient
facilities," he explained. "Our
present claims record indicates
that there are some regions of
the country where not enough
emphasis is put on keeping pa-
tients out of the hospital and in
extended care facilities and the

like. Our premium structure re-
flects these attitudes."

THE OTHER possibility for
reducing health care costs rests
in building incentives into the re-
imbursement systems including
deductibles for those covered

and increments for good perfor-
mance by providers.

"Within Blue Cross there is

considerable experimentation
with programs to reduce hospi-
talization costs by examining
budgets in certain areas and at-
tempting to effect economies,"
Mr. MeNerney reported.

Employe benefits managers,
the Blue Cross president said,
are increasingly interested in
"employe contentment," which
he said is now "more than a

casual consideration."

"Middle- and small-sized in-

dustries bargain for package
protection, but an increasing
number of employe benefits
managers are looking more
deeply at what's involved, in-
cluding the retention figure for
health coverage carriers," he
said.

"Our system of health cover-
age turned pluralistic with the
establishment of Medicare," Mr.
MeNerney told Business InsuT-
ance, "because it involves many
programs that face the enormous
task providing as much as 80% to
90% coverage for medical care,
depending upon whose estimate
you accept. We are facing a pe-
riod of fewer companies covering
more persons with heavier pub-
lic regulation of health coverage,
both individual and group." •

Introducing
the annuity
everyone's

going to copy.
It rises with the cost of living.

We call it the Occidental Cost-of-

Living Annuity. It's the only annuity
available directly to individuals and
based on the government's Consumer
Price Index (instead of the stock market).
The price is determined solely by the

annuitant's age, sex, and the amount of
income he wants.

Here's how it works. Suppose a man is

60. And he buys this new Occidental
annuity policy, paying him, say, $100
a month.

Next year, the Consumer Price Index
jumps 3%. Okay, so does his annuity.
He's now getting $103 a month.

And as long as the Consumer Price
Index keeps rising, his annuity does, too,

up to a limit of 3% per annum. In other

words, $100 a month this year, $103 a

month next year, $106 a month the fol-

lowing year, etc. (In 15 years it could be
$145 a month.)

If the Consumer Price Index should

drop, his annuity would drop accord-

ingly, but never below that original $100
a month. (He can also convert to a fixed
annuity later if he wishes.)

We expect that before long, other in-
surance companies will get brave and
come through with annuities to individ-
uals, based on the Consumer Price Index.

When they do, don't forget that Occi-
dental kicked the door open.
Write Occidental Life, Dept. F, Los Angeles, Cali£ 90054.

000,dental Life
A Member of

Of California 1 73·an»ameriea Corpoiwti,ni
For full information, send for this free brochure: "The
Occidental Cost-of-Living Annuity."

Mail to:

Occidental Center, Dept. F, Los Angeles 90054.

Name

A clares f

City

Street

St'tp Zip



Reliance's Executive-Professional Security Plan

is for people who work hard to enjoy "the good life."

For they are the ones who most need

the Plan's extra liability protection

up to a million dollars or more.

Ask your independent Reliance agent about it.
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Oi/ captive ...
Continued from page 1

yond the scope of existing insur-
ance operations," since neither
governments nor the tankers

have a legal liability to clean up
the oil.

Underwriters come in when

there's legal liability," the execu-
tive explained.

"We're not talking about a cat-
astrophic loss situation such as
the airlines are currently faced
with," the source pointed out.
"This is a public relations thing.

If we spill oil we ought to clean it
up,"

LEGISLATION IS pending in
Congress which would hold the

tanker operator trading to and
from U.S. ports liable for remov-

ing. oil spilled off the U.S. coast-
line-or else the U.S. govern-
ment would arrange to do so
with the owner fully liable. Lia-

bility would hold regardless of
whether the owner was at fault

( the only exception being when
the spill was "an act of God").

But a protection and indem-
nity insurance expert from Lon-

don testified at a hearing on the
bill last spring that if unlimited
liability were imposed on the
shipowner by such legislation "it
would be uninsurable as such.

"I do not believe that the di-

rectors of the protection and in-
demnity associations forming the
London group would accept such

unlimited liability," stated John
C. J. Shearer, a partner of Thos.
R. Miller & Son, manager of the

United Kingdom Mutual Steam-
ship Assurance Assn.

Mr. Shearer said the group
would have to restrict its cover-

age to between $10,000,000 and
$15,000,000 with respect to each
vessel involved in any single ac-
cident.

"It is possible that the ship-
owning subsidiary of the major

The good life

12U'

r·

i•.

oil companies might be able to
assume liability for claims ex-
ceeding such a sum; frankly, I
doubt it," Mr. Shearer stated. •

VVarsavv. . .
Continued from page 1

Judge Bua said the Warsaw
treaty was no longer valid in
today's conditions. He noted that
fewer than 100,000 persons trav-

eled abroad by air in 1933 when
the agreement was signed. Last
year, U.S. citizens made 12,424,-
000 trips from one country to
another, he added.

Rejecting defense arguments
that Illinois courts must adhere

to any U.S., treaty as the supreme

law of the land, Judge Bua
worte: 'If provisions of the
treaty are violative of the U.S.
Constitution then this court must

declare such restrictive provi-
sions of the Warsaw Conven-

tion Treaty unconstitutional and
void." •

Bai/ey ...
Continued from page 8

which we hope will be beneficial
..to. the industry," he said.

Experts in various fields repre-
senting ASIM are expected to
be active in testifying before

legislative and regulatory agency
hearings on industry-related
problems.

He feels that his appointment
comes at a time of "growing

public awareness." Insurance is
"not stagnant, but dynamic. It is
undergoing rapid change.

"We will attempt to develop a
position and participate actively
where we can make a contribu-

tion," he said.

Mr. Bailey said he would prob-
ably reactivate ASIM's legisla-
tive newsletter to keep members

posted on current legislative
activity.

Asked about the effect of Rich-

ard Nixon's election on the in-

surance industry, Mr. Bailey
doesn't think his administration

will have much of an effect on

current Congressional hearings
involving insurance.

HE DIDN'T THINK the new

administration would try to side-
track a two-year automobile in-
surance study being conducted
by the transportation depart-
ment "because the money has al-
ready been appropriated."

Mr. Bailey said the hearing
probably would not produce any
drastic results but "might in time
be beneficial."

In his private practice Mr.
Bailey represents several trade
associations in the garment and
needle industry, a multi million

dollar estate and one of the top
five steel companies in the areas

of legislation on quotas and air
pollution.

He has served as assistant to

the chief probation officer for the
U.S. District Court for the Dis-

trict of Columbia, was appointed
to the Federal Trade Commis-

sion staff. during 1950-1953, and
served as  legislative counsel to
Sen. Millikin of Colorado.

Mr. Bailey was also assistant
chief counsel of the Senate Com-

mittee on Commerce. •

letters
Continued from page 22

find current dialogue on a most
complex and important manage-
ment responsibility-risk man-
agement.

No longer do I need to review
stacks of periodicals to keep
abreast of pension and insurance
trends. Business · Insurance is

current, all . inclusive, informa-
tive and written in a nontech-

nical language which can be un-
derstood by laymen.

Keep up the good work ! ! !
Fred D. Bruce

Vice President-Finance, Mil-
ford Rivet & Machine Co., Mil-
ford, Conn.

P. C. Herbert dead
Paul C. Herbert, exec vp of

Associated Aviation Underwrit-

ers, died in Westfield, N.J., Oct.
26 of a heart attack. He was 55.

Mr. Herbert joined AAU in 1940

and served as manager of the
Kansas City and Chicago offices
before returning to the New York
home office in 1965 as senior vp.
He was named exec vp in Sep-
tember.

REINSURANCE
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coming in January
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Inland/Ocean Marine, Truck, Rail, Auto Fleet and Air Cargo Liability
and Property Coverages-Bl reports today's trends-in the January 6 issue!

®
Transportation insurance has ma-
tured in 4,000 years-from the time
Babylonian caravans were indemni-
fied under the Code 6f Hammurabi

and the first English statute on "as-
surance" (1601) dealing with marine risks-to the
myriad of coverages available today to people and
property in transit.

Not looking back, but with this in mind, Business

Insurance casts an editor's eye on current trends in
the multi-billion-dollar transportation field. On Janu-
ary 6, Bl will offer an in-depth report on "now"
problems, tomorrow's solutions, in a special start-of-
the-year issue !

Bl will explore timely topics like these: • Intermodal
transportation, where cargo is shipped by a combi-
nation of carriers (truck, rail, ship, barge), raises
questions on how to determine who is liable for
damages that may arise. • Containerized pallets for
storage/shipment were expected to reduce break-

For information call:

JEN.I

Alfred Malecki

Advertising Director
630 Third Avenue

New York City, 10017
Phone: 212-986-5050

age/pilferage. Critics say the system often results in
bigger losses than ever. Containerization, a bane
or boon? • Major airports have been hit by a series
of cargo thefts. The airlines formed a security bureau
in N. Y. to stop losses. What steps are the bureau
and other authorities taking to reduce thefts? • What
are transportation trade associations (trucking, air,
railroad, shipping, bridge, tunnel & turnpike) and
others doing in the area of safety and loss preven-
tion? • What are the dangers to the public in high
risk cargos (nuclear reactors and" toxic/explosive
gases), and what precautions are taken to minimize
the hazard? • An interview with Alan S. Boyd, head

of the new Transportation Department in Washington,
D. C., about the coming mass transportation system
and the insurance problems it will bring. • How will
the insurance market handle the "jumbo" risks of to-
morrow, including the 747 (350 passengers) and SST
aircraft, giant oil tankers and the 150 mph "bullet"
trains? m What auto fleet users are doing to reduce
accidents and promote safety on the part of their

Myron A. Hartenfeld
Publishing Director
740 Rush Street
Chicago, 60611
Phone: 312-337-5200

drivers. • Waterfront crime, and what can be done
to break the cycle of shippers passing on losses to
insurers, who in turn increase premiums? • Inter-
views with corporate risk managers on their major
transportation problems !

If you are one of Bl's 35,000-plus readers this January
6 edition will provide an across-the-board look at the
transportation field, spot trends, and show how your
counterparts in other major corporations cope with ·
problems you face every day.

If you sell transportation coverages, financial/bank-
ing services or offer any products or services that
reduce risks and protect people/property in transit
-you should be communicating regularly in Business
Insurance's unique editorial climate to your best
customers and prospects-the 12,500 leading U. S.
corporations. These companies buy the bulk of
all transportation coverages sold in this country.
Shouldn't you be there?

Publishing: January 6, 1969

Ad Closing: December 23,1968

business insurance
to give you access every-other-Monday to the major buyers of employe, property and liability protection

;r611
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i,-Preretirement counselng popular ./ - /

at Grumman Aircraft Engineering ;1 ... .j .. SH J
The company hasn't forgotten health counseling booklet.

-

employes who are, or will be, 1
65 this year. They're planning . .WS:.:/L-41·, WJ.«
special seminars for them, as
well as personal meetings with a
member of the insurance and
records staff three months before Discussing retirement activities with Tom Conley (center), Grumman retire-
their 65th birthdays. ment coordinator, are a group of Grumman retirees.

BETHPAGE, N.Y.-Preretire-
ment counseling for 63- and 64-
year-old employes is proving
popular at Grumman Aircraft
Engineering Corp. here.

"We want to make it perfectly
clear that this is not in any way
an attempt to get people to retire
early," said John H. Ince, man-
ager of insurance, benefits and
records, and director of the pre-
retirement program.

"The program is aimed at help-
ing employes prepare for retire-
ment in accordance with com-

pany policy." The program be-
gins with seminars that cover
subjects related to retirement
planning-from Medicare to
wills, from retirement communi-
ties to money.

A FEEDBACK of critique
sheets from the participants in-
dicates the areas of greatest in-
terest have to do with Social Se-

curity benefits, Medicare, Grum-
man pension benefits and health
insurance for retirees.

A le:ter is sent to all employes
at age 62, Grumman's point of
initial contact. With the letter

goes a booklet entitled, "Day Af
ter Tomorrow," a preretirement

THE COMPANY OFFERS a

combination of private individu-
al counseling and lecture-type
presentations to their people. At
present they have 681 people
participating in the program.

The letter and the booklet are

the initial phase in .introducing
employes to Grumman's prere-
tirement counseling program.
The present company policy on
retirement permits employes to
remain with them until the end

of the year in which they become
65.

In line with this policy, and in
keeping with Grumman's inter-
est in its employes, the program
plays an important part in pre-

Now! Tax-deductible

retirement plans
for the self-employed
at group rates

I

f

Doctors. Lawyers. Partners.

Self-employed businessmen. Now

you' kan offer retirement plans at

group rates with attractive personal tax

advantages to self-employed individuals and

their employees through Group Flexible 
Annuity Contracts providing guaranteed or

.-....../.-Il''I„„-.....FI

variable benefits, or both, where permitted by State law.

Issued by The Bankers Life*. Write for prospectus;

BLC Equity Services Corporation

711 High Street, Des Moines, iowa 50307

*Bankers Life Company, 711 High Street, Des Moines, Iowa 50307

paring the foundation for a
happy and successful retirement.
The following outlines what
takes place during each age
group:

63rd year: Preretirement sem-
inar for employe and spouse. At
this time the employe receives
the "Preretirement Workshop"
for use in his retirement plan-
ning.

64th year: Eight months prior
§0 his 65th birthday, the employe
indicates if he will retire at age
65 or wishes to continue working
until the end of that year.

64th year: Three months prior
to 65th birthday, employes are
invited to a meeting for enroll-
ment in the Medicare and Social

Security program.

65th year: Second retirement
seminar for employe and spouse.
Detailed explanations concern-
ing the pension plan, insurance,

Social Security, Medicare and re-
lated topics are presented.

65th year: In November em-
ployes are invited to a personal
interview with one of the Grum-
man retirement counselors. At

this time employe selects his
pension benefit and signs the
necessary retirement forms.

Participating age group at the
last preretirement counseling
was 63-year-old Grumman em-
ployes, comprising 205 employes
and their respective spouses, for
a total of 410 people. If an
employe is a widow or widower,
an invitation was extended to an

interested member of the family.
Due to the large number of par-
ticipants Grumman divided the
total into three groups, allowing
for approximately 136 people per
session.

THE PARTICIPANTS attend-
ed one session each week for a

Continued on page 53

66 Greg, what's that
Boston firm

you said insures
all your plants?"

Fairfield & Ellis

4*-

225 FRANKLIN STREET, BOSTON, STATE STREET BANK BUILDING
NEW YORK · MONTREAL



CHICAGO-Imagination may
have been funny to a talented
songwriter of yesteryear, but in-
surance executives consider if a

serious shortcoming in today's
health insurance market.

In fact, one insurance execu-
tive advised a Health Insurance
Assn. of America forum here to

Give disability cover cash value,
insurance man tells health foru-

Grumman ...
Continued from page 52
t6tal of three sessions. The same

lecture series was presented
Monday to Wednesday of one
week. The topics were changed
weekly. This allowed the partici-
pants some latitude as to the
nights of attendance within a
given week.

The objective is to enable
Grumman employes to approach
retirement with confidence and

assurance through intelligent
planning, showing the partici-
pants and their spouses that re-
tirement is a cooperative task.
They show how. the efforts and
resources of Grumman, com-
munity agencies and services of
federal, state and local govern-
ments may be utilized to make
retirement a rewarding experi-
ence.

Mental attitude and living ar-
rangements were subjects cov-
ered the first week. Grumman

personnel from insurance, bene-
fits and records, and executive
personnel, were introduced.

LIVING ARRANGEMENTS,
including the decision to sell a
home, buy another or relocate
were discussed, including, what
t6 look for and precuations to be
exercised in relocation. Living
with grown children was an-

other important topic.
Retirement living, including

the following were part of the
first week program: Leisure vil-
lages; publi6 housing; house-
keeping apartments; cooperative
apartments; condominiums; resi-
dence-club and hotel types; and
trailer living.

Health, legal and activities

were on the program for the sec-
ond week, including a bibliog-
raphy of reading material avail-
able at the Grumman library.

Medical staff personnel were
introduced and a presentation of

the medical aspects of aging was
given. Topics covered were nu-
trition, activity, checkups and
frauds.

John Galligan, of Grumman's
legal department, discussed

wills, trusts-estates and taxes.
A member of the Grumman

Retirees' Club gave a brief syn-
opsis of the personal background
of each pensioner, including his
position at Grumman, h6bbies
and interests prior to retirement,
activities and main areas of in-

terest since· retirement. Ques-
tions and answers again fol-
lowed.

The third week included: So-

cial Security, Medicare, pension
income and insurance coverage
for employe and spouse. Repre-
sentatives from the Social Secu-

rity Administration were in at-
tendance with a discussion of

Social Security, followed by
questions and answers.

A discussion of Medicare was

also held. Pension statement and

a discussion of the Grumman

pension; terminated employes'
insurance'; distribution of cri-

tique forms and explanation of
use, and a review of all weekly

topics were other parts of the
third week's program. •

use "more imagination" in pack-

aging disability income health
insurance.

According to Maurice Kiley, of
Illinois Mutual Life & Casualty,
Peoria, the average American is
"bored" with the types of poli-
cies being offered him.

Mr. Kiley recommended that
noncancellable forms of dis-

ability policies include nonforfei-
ture values with extended term

benefits and paid-up insurance.
"What is wrong with the idea

of a disability policy having a
meaningful cash value?" he
said.

He suggested that insurers ap-
peal more to young employed
men and women by providing
for them five-, ten- and 15-year
renew'able and convertible term

policies.
He said customers are "crying

out" for something better than
the traditional commercial,
guaranteed renewable or non-
cancellable policy.

strictly
top dravver

As individual businesses these firms are the outstanding
sources of insurance in their respective areas.

Collectively they form Insurance Service Associates-
the world's most knowledgeable network of independ-
ent brokers.

A network that can serve you with on-the-spot insurance
representation virtually anywhere, any time... that
can also provide influential contacts wherever you
choose to grow, or sources of information, or ease you
through language barriers.

Clearly, those who insure through I.S.A. members get
the attention they deserve. They also get broader pro-
tection and more attractive rates. (I.S.A. has a combined

purchasing power approaching $250,000,000.00 in an-
nual premiums.)

Sound interesting? The member near you will be glad to
give full details.
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During a panel discussion
Bruce Moredick of Mutual of

Omaha pointed out two types of
business insurance needs which

can be supplied by disability in-
surance.

He noted that disability cover-
ages can be used for key-rnan
protection in smaller business
firms that do not have the benefit

of a long-term disability group
plan.

ANOTHER AREA where Mr.

Moredick thought disability can
be advantageous is in the fund-

ing of buy-and-sell agreements
with disability plans for partner-
ships and closed corporations.

"Certainly a long-term dis-

bitsiness insltrance, November 18, 1968/53

ability of a partner or stock-
holder employe can be just as
disastrous to a business opera-
tion as death," he said.

Niels H. Fischer, Aetna Life &
Casualty of Hartford, stressed
the .need for new forms of pro-
tection which should be devel-

oped so that the public will be
able to afford what he termed

"miracles" now being achieved
in medicine.

He said medical progress has

made it necessary for "new
structures and forms" to be in-

troduced.

"It is essential that health in-

surers find the way to keep the

cost of quality·health care at lev-
els acceptable to the public." •
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ALABAMA, Birmingham, Independent Insurance Agents, Inc.
Mobile, Thames & Batre.ALASKA, Anchorage, LaBow Haynes Co. of Alaska, Inc.ARIZONA, Phoenix, National-Heard Insurance AgencyARKANSAS, Little Rock, Rector, Means and Rowland, Inc.

CALIFORNIA, Los Angeles, Kindler, Laucci & DaySan Francisco, Clifton & CompanyCANADA, British Columbia, Vancouver, Durham & Bates Agencies Ltd.Manitoba, Winnipeg, Ryan Agency Limitedontario, Toronto, Tomenson. Saunders LimitedQuebec, Montreal, E. A. Whitehead LimitedSaskatchewan, Regina, Ducketts Limited
COLORADO, Denver, Van Schaack & CompanyCONNECTICUT, Hartford, Goodwin, loomis & Britton

D-/

DISTRICT OF COLUMBIA, Washington, Howard & Hoffman incorporated ,FLORIOA, jacksonville, Donald A. Bolton & CompanyMiami, 0. R. Mead & Company
GEORGIA, Atlanta, Dunlap and CompanySavannah, Palmer & Cay, Inc.

HAWAII, Honolulu, The Hawaiian insurance& Guaranty Company, Limited
IDAHO, Boise, Stein-MCMurray Insurance inc.ILLINOIS, Chicago, Stewart-Keator-Kessberger & Lederer,INDIANA, Indianapolis, Robert N. Bowen & AssociatesIOWA, Des Moines, LaMair-Mulock-Condon Co. , Inc.

f K-N
KANSAS, Wichita, Wheeler Kelly Hagny Insurance, Inc.
KENTUCKY, Louisville, Nahm and Turner, Incorporated
LOUISIANA, New Orleans, Gillis, Hulse & Colcock, Inc.
MAINE, Portland, Morse, Payson & Noyes
MARYLAND, Baltimore, Riggs-Warfield-Roloson, Inc.
MASSACHUSETTS, Boston, Boil, Dalton & Church, Incorporated

Lowell, Fred. C. Church & Co:

MEXICO, Mexico, D.F., Kennedy & Hijo, A. P.
MICHIGAN, Detroit, Generai Underwriters, Inc.
MINNESOTA, Minneapolis, Wirt Wilson & Company
MISSISSIPPI, jackson, Fox-Everett, Inc.

MISSOURI, St. Louis, Lawton-Byrne-Bruner Insurance Agency Co.
NEBRASKA, Lincoln, Weaver-Minier Company, Ltd.

Omaha, Jones-WeavebMinier-Maitland, Inc.

N-T

NEW YORK, Bullato, Laverack & Haines,New York, Despard & Co., Inc. inc.

NORTH CAROLINA, Charlotte, James J. Harris & CompanyOHIO, Cincinnati, A. W. Shell & Company .' Cleveland, The W. F. Ryan CorporationOREGON, Portland, Jewett, Barton, Leavy & KernPENNSYLVANIA, Philadelphia. 0-W & Criddle Associates,Pittsburgh, 0-W & Criddle Associates,
inc. inc.SOUTH CAROLINA, Columbia, Boyle-Vaughan AgencyTENNESSEE, Kingsport, Bennett & Edwards Agency, - 1Memphis, E. H: Crump & Company

Inc.

TEXAS, Dallas, Munger-Moore & Associates
Houston, Houstoun, Stevenson & Cummings

UTAH, Salt Lake City, Ed. D Smith & Sons
VIRGINIA, Richmond, Dejarnette & Paul

Roanoke, Chas. Lunsford Sons and Izard, Inc.
WASHINGTON, Seattle, LaBow, Haynes Company Inc.
WEST VIRGINIA, Charleston, McDonough-Caperton-Shepherd-Goldsmith
WISCONSIN, Milwaukee, Carney-Rutter Agency, Inc.
PUERTO RICO, San Juan, American Commonwealth Agency Corporation

ARGENTINA, AUSTRALIA, BELGIUM,' COLOMBIA, ECUAOOR, -

_ FRANCE, GERMANY, ITALY, JAPAN, NETHERLANDS, NEW ZEALAND, PERU, VENZUELA ---1
-- +. ...- -r

INSURANCE SERVICE ASSOCIATES

i
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PATCH HOOFS IN HAIN OR SNOW

A /////// /1 PA. -

---

1. Inspect.the entire roof surface and 2. Lay back the for corners of felt and fill
chalk mark all blisters, breaks, holes and underneath with ShieldTite Wet Surface
worn places. Cut all blisters with an Cement, trowel consistency, or Shield-
X-type cut and trim out a small silver of Tite Wet Surface Coating, brush con-
roofing felt along the X. sistency. Nail the roofing felt back into

place.

---- '4/ -t rStr

3. Place a piece of 12" Ranco Glass 4. All breaks, holes, and worn places can
Membrane over the patch, embedded in, be patched easily with this same general
and top coated with Shield-Tite Roof procedure, except that no cutting of the
Preserver. The membrane will not rot felt is required.
and gives support to the coati ng.

Write on company letterhead for FREE 1-gallon sample of the Wet Surface Kit,
freight prepaid, and 40-page Ranco Roofing Maintenance Catalog.

r-=7
Ranco 1 Ranco It*strial Prodids Corp.

13271 Union Avenue, Cleveland, Ohio 44120

"This," Mr. Grant said, "is theWest Coast ... reason we have tried to keep our
product line as simple as possi-

Continued from page 6 ble. Having one plan in each field
Education Assurance Co., Den- cuts the confusion."

ver, which is 100% reinsured by
Bankers' Life of Nebraska. ANOTHER MAJOR problem,

"We place the coverage," Mr. according to Mr. Grant, is the

Grant explained, "with the car- fact that "the average indepen·
rier that has the most competi- dent insurance agent and the

tive market. And we always re- broker are really not familiar

member that we represent the with the group insurance con-

small employer and his agent in cept.

"We must spend considerableprocuring competitive contracts
through our mass buying power time just getting the technical

and our long and varied experi- message across. Of course:
there's also a lot of paper workence in this activity.
involved in getting a new opera-
tion such as this underway."

Both Mr. Grant and Mr. Gazu-
"OTHER COMPANIES, such

as Travelers, Prudential, Guard-
ian Life, and Hartford," he
pointed out, "are now marketing
group insurance to the under-ten-
employe firms.

"However," Mr. Grant said,
"we feel that ours is the only
firm, at least in this marketing
area, that is now offering a full

line of group products with vari-
ous companies on different
risks."

Messrs. Grant and Gazulis

agree that "a glut of choices" has
been a major problem thrust on
the group life and group health
buyer.

That's the one word story of Union Mutual Group. But you've heard plenty
of generalizations before about growth and career opportunities. So let's get specific.

How high is up? 273%. That's the increase we have shown in new group
premiums during the past six years.

This is the way it happened.

1962 20.2 Million
1963 24.6 "

1964 29.2 "
1965 35.4 "
1966 44.8 "
1967 57.9 "

1968 (Projected)_ 72.2 "

This is the coverage by line in '67

Life

LTD

A&H

14.0 (million)

10.2 "

33.7 "

57.9 100.00%

With this growth in new business our group men have enjoyed similar growth
in income. Their average earnings in 1967 reached $15,747. Here are three
illustrations. All started with us directly from college.

Group Man A $6,700
Group Man B 5,000
Group Man C 5,900

First
Year

This is what we offer.

Second
Year

$10,000
7,700
7,800

We are a small 35 man well trained and

highly motivated group sales force pro-
ducing a yearly average of $350,000 per
man. Some of our current openings are
in Boston, New York, Atlanta, Los Angeles
and San Francisco.

Th ird

Year

$14,700
11,000
10,800

Fourth
Year

$19,500
14,500
12,200

This is what we want.

24.2%

17.6%

58.2%

Fifth
Year

$23,000
17,300
15,100

We're looking for good group men with
several successful years of selling experi-
ence. If you are interested in joining the
Up Group, call collect or write - Mr.
Roger H. Fulton, Second Vice President,
Group sales, Union Mutual Life Insurance
Company, 400 Congress Street, Portland,
Maine 04112 (207-775-2361)

UNION -- I

MUTUAL£T*Ji
LIFE INSURANCE COMPANY

They call us the "Up Group."

lis have firm plans to set up a
solid network of general agents
and to extend the CPEA concept
nationally "just as quickly as
possible."

In the less than 15 months
since formation of The Cali-
fornia Pacific Employers Trusts,
more than 800 firms have joined
the plans and CPEA is currently
protecting more than 10,000 Cali-
fornians.

The latest in the product line,
voluntary group accident insur-
ance, became effective in mid-
1968 and provides coverage 24
hours a day, 365 days a year,
worldwide, traveling or at home,
and for accidents on or off the
job. •

Typical regional medical coverage costs*
STATE RATE

New York **

New Jersey...... .....21.68
Washington, D.C. . ..27.51

Maryland ,.....,........23.08
Virginia 25.04

West Virginia ........... 23.25
North Carolina, South Caro-

lina, Georgia, Florida .. 20.23
Alabama, Mississippi, Louisi-

ana, Kentucky,
Tennessee .,...........23.88

Ohio....................22.24

Michigan . . 27.20

Indiana .., .20.68

Wisconsin ............... 26.80

Illinois 24.68

Minnesota .....·...,...... 30.67

Iowa....................22.60

STATE RATE

North Dakota .25.76

South Dakota 20.67

Nebraska ....... .. .23.91

Colorado, Utah, Wyoming,
Montana, Idaho, Arizona,
New Mexico, El Paso,
Texas .............. .25.70

California, Nevada ..... 24.84
Washington, Oregon .....21.62

Figures for the following
states are one year old.
Massachusetts ... .. . 26.40

New Hampshire, Vermont 17.44
Rhode Island .. .. .22.56

Missouri . . 20.53

Kansas .,....... ····21.03

Oklahoma ... .- ... .19.67
Arkansas . . .. .18.73

Texas ............· .21.45

*Monthly premium rates charged by Blue Cross-Blue Shield
for family-type basic medical expense program of Bell System
companies. (A rate stabilization reserve has been included in
the figures in an effort to keep premiums constant for three to
five years.)

** Underrated because of "substantial" reserves.

classified advertising
RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure all cap lines (maximum-two) 30 letters and spaces
per Zine; upper & lower case 40 per Line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago ollice not later than noon, Monday 7 days preceding publication
date. Published every other Monday. Display classilied takes card rate oj
$16.00 per column inch, and card discounts on size and frequency.

HELP WANTED

Mumal Fund OD[lortunit¥
tor Groug Insurance Man

Tnen:

Write:

 ance company.1. You are presently working for an insur-

2. You are an experienced group man, with
a record of success in this field.

3. You are now earning under $30,000 per
year.

4. You are interested in an exciting position
where your starting salary will be $30,000 to

$32,000 plus liberal fringe benefits.

Oneof the nation's leading mutual funds
has a splendid opportunity for you where
your ability, experience and imagination will
be put to fine use. Higher salary as you grow
with this stimulating, congenial organization.

Send a resume in strict confidence, giving
your background to:

Box 450

BUSINESS INSURANCE

740 N. Rush

Chicago, Illinois 60611



If they are, you ean be a hero to your board by installing
our Itetrospeetive Plan.

greater return under retro than under a retention plan.

In union negotiations, retro gives you greater bargaining flexibility
because virtually any health benefit can be written. Z-A has the experi-
ence to provide benefits others would be reluctant to attempt.

Call or write us, giving the name of your Independent Agent or broker
so we may work with him. Or ask him to get the details on Zurich-
American's retrospective group health plans immediately.

• Zurich-American is one of a very few companies writing retrospective
group health plans.

The predominant value is low net cost, due to elimination of reserves

(except for existing known claims) plus contractually guaranteed factors,
incorporated in the policy, to be used in determining cost.

Retro plans maximize returns because of the low expense factors; for
example, the loss adjustment factor is applied to known claims rather
than policy premiums. Contingency charges are eliminated.
Z-A amortizes acquiBition costs over 10 years, although your
contract is renewable annually.

A stop-loss provision assures maximum cost limits, regardless 44.
of the severity of claims in a given year. And, if your company ZURICH ·AMERICAN

has had good group health experience, you can expect an even INSURANCECOMPANIES

I *8"On<f/AGENT /

.*b2.

ZURICH INSURANCE COMPANY

American Guarantee & Liability Insurance Company
Zurich Life Insurance Company

Zurich American Life Insurance Company
111 West Jackson Blvd., Chicago, Illinois 60€04, Phone: 922·3124

OFFICES IN New York, Boston, New Haven, Bultato, Latham, N.Y.
Orange Philadelphia, Pittsburgh, Baltimore, Greensboro. Sa/annah

Atlanta Richmond, Canton, Cleveland. Cincinnati, Toledo, Detroit, Granc
Ragids MinneaDolis, Milwaukee, Chicago, Jackson. New Orleans Dallas
Houston Des Moines, St. Louis, Kansas City, Seattle. Sacramento,
San Francisco Fresno, Los Angeles. Phoenix.

©1968 Zurich American Insurance Companies
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Now the executives of a company this small
can obtain 50,000 in Guardian Group Coverage.
The new Guardian Executive F fly plan is oesigned to provide realis-ic life cnd health insurance
pro,ection for the owrers and execitives of companies with 10 or mcre employees.

Before this plan, executives of smaller compar es had dific-dty finding group insJrance p-otecticn
adequate lo their needs and incomes. They rcrely, if eve-, found a group plan equal to tie programs
available to large corporations.

Gucrdian Executive FifTy hos changec al this. Now there is a realistic plon of grop insurance cove*age
available for smil' compa-y cwners and exec,tives which includes: $50,000* lfe insurance;
$50.000 of maior medical nsurance per accident or illness; $50,000 accidental death anc

dismemberment insurance; ond $50,000 common carrier travel (ccident insurance. Plus...a $1,000
monthly income 7 the ewecu-ive oescmes disabled,

For examp e. Here's o possible Guardion Executive Fifty plc n ror o company with 16 employees,
including 3 corporate officers:

Exeutives

L fe

Insurance

$50,000*

A'I other
Annual

employees
Sa'ar,

(13)

'Subiect to maximums alloued oy slate cwz.

Accicental Death &

Disnemberment

" Insurance

$50,00C

Annual

Salary

The Guardian i fe Insurance Ccmpany of Am.rica

Common Carrier

Travel Accident

Insurance

$50,000

Annual

Salary

Salary
Protection

Irs.trance

$1,000 per
month for

2 wears

70% weekly salary not
to exceed $100 per
week for26 weeks

T

Major
Medical

$50,000 maximum

perillness or
accident

$10,000 max mum
per illness or

accident

Ask your Guordian representative to show you what an Execitive Fifty olan could look like for your company.

201 Pa k Avenue South, New York, N.Y. 10003


