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AAU has hull, liability cover

Firemen search in the rain through wreckage of the Southern Airways
DC9 that crashed near Huntington, W. Va., killing all 75 on board.
Sources indicate that Southern Airways has primary liability coverage,
from $2 million to $4 million, with Associated Aviation Underwriters.

-Wide World photo

on Marshall U. football plane
HUNTINGTON, W. Va.-The

chartered Southern Airways DC9
that crashed here earlier this

month was insured for $4.5 mil-
lion by Associated Aviation Under-
writers (AAU), Business Insur-
ance has learned. AAU also wrote

the primary liability cover for
Southern. Excess liability coverage,
it is believed, is written in the
London market.

The plane was carrying 75 per-
sons, including 37 members of the
Marshall University football team,
the school's athletic director and

the university's head coach. Other

passengers were fans returning to
the Huntington campus from
Greenville, N. C., where Marshall
had lost a game to East Carolina
College.

Although it could not be con-
firmed, airline sources indicated

that Southern Airways has pri-

mary liability coverage in the $2
million to $4 million range, with
an excess of several million dollars

written in the London market.

A SPOKESMAN for Marshall

University refused to disclose just
what type of travel-accident in-
surance coverage the school had
on its football players and staff.

"There are 75 lives involved

here," he told Business Insurance,
"and no details will be released

until the families and relatives

learn of them first. We are now

discussing the situation with our
lawyers."

However, it is believed highly
unlikely that the university had
an aviation nonowned aircraft

policy, which would protect the
institution from any ultimate lia-

bility suits brought by survivors
of the dead passengers. Marshall
University usually traveled by
bus to its games, and this was
only the first time it had char-
tered -an aircraft for a game.

"Something like this points up
the fact that it is incumbent on

every corporation or institution
that has occasion to charter an

aircraft to check and see if they

have a nonowned aircraft cover,"
said one airline insurance manag-
er. "I doubt that many have. It's
really nothing more than a con-
tingent liability policy in the
event you hire, lease or rent an
aircraft," he added, noting it is
similar to nonowned automobile

liability coverage for employes
who rent cars.

"Normally, such a policy is
available at a reasonable cost, al-
though they may be going up in
the light of recent events," he
said.

One of the events referred to

was the charter airline crash into

the Colorado Rockies Oct. 2 when

31 persons, including 14 Wichita
State University football players,
were killed. This crash has been

under investigation by various
authorities because of allega-
tions of company licensing

violations. ( See page 44 for an
article on proposed FAA flight

regulations concerning education-
al institutions.) •

UAW gets '30 and ouf
DETROIT-The United Auto Massachusetts court won't rule

Workers scored a major victory
for the growing army of senior
citizens by writing the principle
of "30 and out" into the union's

new three-year labor contract
with General Motors.

The UAW and GM reached

tentative agreement on the new
pact Nov. 11 (they used to call it

Armistice Day), capping an
eight-week strike against GM
and four months of tough bar-
gaining. And from GM, with
roughly 400,000 employes under

contract, the UAW moved on to
Ford Motor Co., Chrysler Corp.,
and American Motors, where the
contract terms will be basically
the same.

While the final form of the

30-and-out early retirement
package was not precisely what
the UAW had demanded in the

opening rounds of the contract
talks, it was nevertheless a clear-
cut victory for the union. The un-
ion got the world's largest indus-
trial corporation to agree that 30

Continued on page 42

Late news
Occupational safety bill problem to risk men

WASHINGTON-The broad occupational safety bill passed over-
whelmingly by the Senate the other day would introduce a new business

interruption exposure to risk managers, and one they are not likely to
be able to insure. One of the bill's provisions allows a Labor Depart-

ment inspector to shut down a plant for 72 hours in the event a con-
dition is found to present an "imminent danger" to the lives 'of workers.
The bill, which gives the Secretary of Labor authority to set occupa-
Lonal health and safety standards for workers in all businesses engaged
in interstate commerce, now goes to the House where a similar, though

not as muscular, measure has been reported out of the House education
and labor committee.

Captive covers Humble workmen
NEW ORLEANS-A captive insurer, Humble Petroleum Casualty

Co., covers workmen's compensation for Humble Oil and Refining Co.
employes involved in an oil platform explosion that killed two work-

men and injured 12 others. A Humble spokesman pointed out that most

of the men involved in the blast were employes of contractors who have

their own workmen's compensation coverage. Property damage at the

platform, 27 miles off the Louisiana coast, was confined to equipment
and was not a substantial loss "as things go in the oil industry," accord-

ing to a Humble source.

on no-fault; says no' to rate cuts
BOSTON-The Massachusetts

supreme court has declared the
state legislature's 15 % cut in
property damage, fire, theft and
collision insurance rates (includ-
ed in the recent no-fault auto

insurance bill) for 1971 "confis-
catory and therefore unconstitu-
tional" under the state and feder-

al constitutions. The court de-

clined to rule on the no-fault

provision of the law, however.
The issue arose over wheth-

er an insurance company could
be required to continue in a busi-
ness in which it was losing mon-
ey, according to James D. Casey,
general attorney for Liberty Mu-

tual Insurance Co. "The timing of
the court's decision was crucial,"
he said. "We had to have an an-

swer by today," he told Business
Insurance on Nov. 11, "in order
to meet the 45-day notice the
company's required to give its
policyholders if it does not intend
to renew its policies."

Frank L. Farwell, president of
Liberty Mutual, meanwhile an-
nounced that the major auto in-
·surer would renew its auto cov-

erage policies in Massachusetts.
He termed the rate increase de-

clared by Insurance Commission-
er C. Eugene Farnam immedi-
ately after the court's decision as

"recognizing the rapidly rising
cost of reparing cars during the
past four years since the last in-
crease was granted in propetty
damage rates."

In making a similar an-

nouncement of his company's in-
tention to renew auto coverage in
Massachusetts next year Roger C.
Wilkins, president of the Travel-
ers Insurance Cos., said that the
Travelers "could not have contin-

ued to operate at the rates that

the law set for coverages not af-
fected by no-fault."

Meanwhile, apparently the mod-
ified no-fault insurance law that

has caused so much controversy
here will stand. "I don't think

insurance companies will contest
the no-fault plan," said Mr. Cas-
ey of Liberty Mutual. "If, indeed,

anyone questions it in court it
will probably be a litigant who is
not allowed to seek retribution

for pain and suffering when the
medical costs don't exceed $500."

Earlier, Business Insurance re-
ported that the no-fault insur-
ance program might mean a
"windfall" for fleet insureds.

Philip Boody, assistant manager
of the Massachusetts Automobile

Rating and Accident Prevention
Bureau verified this. "The em-

ployer can get a 25% reduction
on his bodily injury coverage

Continued on page 42

Few commercia/ /osses

from cyclone disaster
DACCA, Pakistan-Internation-

al insurance experts speculate that
there are likely to be very few
commercial losses on the eastern

shore island areas of East Pakis-

tan as a result of the cyclone that
claimed thousands of lives. It is

also believed that no American or

European companies have inter-
ests in the area.

"We still will be faced with the

classic question in the case of
cyclones despite the Gargantuan
size of this one: What caused the

damage, windstorm or rising wa-
ter?" an AFIA source told Busi-

ness Insurance. "People who want
flood insurance always seem to

live in valleys, nobody on a moun-
tain can be persuaded to take it,
somehow," he mused.

Another source said that build-

ing construction in East Pakistan

was "incredibly poor" by Europe-
an or American standards. "Most

structures over there are straw

hovels," he said. "Even the better
stores are what we'd call bam-

boo-reed construction. Insurance

-even in Pakistani-is still a

foreign word over there, a com-
pletely alien concept, as it were.
Why, 97 % to 98 % of the houses
have never come close to insur-

ance, I'm sure," he said.
Continued on page 42
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Magnuson: Auto reform'with or withouf Nixon
WASHINGTON-Sen. Warren

Magnuson (D.-Wash.), chairman
of the commerce committee, has

promised that this committee will
begin work on legislation to re-
form the nation's auto insurance

system early in the 92nd Con-
gress, with or without the Ad-
ministration's long-awaited pro-
posals in this area.

Auto insurance and health in-

surance reform "are going to be

two great federal responsibilities
in the next Congress," Sen. Mag-
nuson told Secretary of Trans-
portation John Volpe during
hearings before the commerce
committee recently. He said he
was "very impatient" to start on
the one that interests his commit-

tee most, auto insurance. "We
can't wait too long on this," he
told Secretary Volpe. "If you get

held up someplace else, we will
just introduce our own bill and

go ahead, set the hearings and
you can come up and testify for
or against it, irrespective of the
other people."

Secretary Volpe told the com-
mittee he expects to have an Ad-
ministration bill before it by Jan-
uary or February, pointing out
that any proposed legislation
must first get approval from the
office of management and budget
-the former bureau of the budg-
et.

THE COMMERCE committee's

impatience has been spurred by
the fact that the Department of
Transportation was supposed to

have completed its much-talked-
about $2 million, two-year study
of the auto insurance industry and

to have made legislative recom-
mendatons by May 1370. The 18-

volume study was cornfleted in
early October.

Sen. John Pastore (D-R.I.)
emphasized the committee's im-
patience with DOT. "You don't
have to be a Ph.D. -0 solve this

problem," he said. "You don't
need 15 volumes; you don't need
20 volumes.

"You rectify the tort system

and you know what you can do

with those volumes," he said.
"No, there are too many of

them for that," Sen. Magnuson

replied amid the laughter in the
committee room.

Secretary Volpe has not been
specific about what the Adminis-

tration will propose in the line of
legislation.

The DOT study was especially
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critical of the tort system. But,
Secretary Volpe has stated that
any reform of the current system
should be gradual, so that actual
experience with any new changes
can be checked as reforrn pro-
ceeds.

HE HAS SAID that any new
system should cover the "bulk of
economic -losses associated with

medical expenses, income loss,
funeral expenses and property
losses, among other things, at
levels designed to prevent or ef-
fectively mitigate any serious
economic dislocation for the indi-

vidual victim or his dependents.
A major point in the Adminis-

tration's legislation will be to
keep regulation basically in the

hands of the states. Secretary
Volpe has stated that while some
federal leadership is definitely
required, he would prefer to see
the states themselves undertake

to actually do the job.
There is, of course, only a fine

line between federal guidelines
and federal controls. This point
was raised by commerce commit-
tee's ranking minority member,
New Hampshire's Norris Cotton,
who asked Secretary Volpe how
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he proposed to get all 50 states to
adopt a system of uniform state
laws recommended by the federal

government.

"You can't do it entirely by the
carrot method," he said, adding
that "there has to be sonne

method to bring recalcitrant

states into line."

Secretary Volpe responded that
he thought this could be handled
in the same manner that the gov-

ernment handles highway safety. •

TRW looks
at mass

auto plan
CHICAGO-The employe ben-

efits manager at TRW Inc., Los
Angeles, says that his company is
looking at both mass merchan-
dised auto insurance and the caf-

eteria approach to employe bene-
fits. However, the company has
not made any decisions as yet for
economic reasons.

"The first dilemma we face is

that with the economy the way it
is we are not too interested in

attracting new employes," said
Edward W. Shimko. He noted

that the firm's Ph.D.s are "stick-

ing with us." TRW is a major
research and testing company in
the scientific field.

Mr. Shimko, nevertheless, did
tell employe benefits people at an
American- Management Assn.
meeting here that mass merchan-
dised auto insurance and the caf-

eteria approach to benefits are
two excellent candidates for ben-

efits improvements in this down

market. They are not terribly ex-
pensive benefits to introduce.

Mr. Shimko said that in his '
investigation of mass merchan-
dised auto insurance "generally
speaking, you find that the sav-
ing for employes is more like

8%," not the 15% to 20% insur-
ance companies and other mass
merchandising promoters esti-
mate.

He did note, however, that
mass auto is still extremely at-
tractive to employes, if mostly as
a matter of convenience and easy
payroll deductions. •

< Traditional
Sources"

Relying on them for assurance that your pack-
age of benefits is being managed as efficiently
as possible can be costly in today's sophisti-
cated business world. Consider these impor-
tant management questions.

• Are your programs, by their design, encourag-
ing over-utilization?

• How much does it cost to issue a benefit
check?

• Is a restrictive investment policy limiting the
growth of your employee benefits assets?

EBASCO has organized its resources to help
you find the answers. Our comprehensive
service organization, based on the individual
talents of leading specialists in the employee
benefit field, provides an independent and pro-
fessional source for management assistance.

EBASCO SERVICES INCORPORATED****
NEWVORK

1
100 Church Street

New York, New York 10007

(212) 344-4400

WASHINGTON

1625 Eye Street, N.W.
Washington, O.C. 20006

(202) 737-3240

CHICAGO SAN FRANCISCO

100 South Wacker Drive 44 Montgomery Street
Chicago, Illinois 60606 San Francisco, Cal. 94104

(312) 346-3438 (415) 433-2930

CANAOA

250 Bloor Street East

Toronto 5. Ontario

(416) 923-0931

BERMUDA

P.O. Box 1617

Hamilton, Bermuda
Telephone: 1-3973



Comp and property
self-insured for blast

TULSA-Pan American Petro-

leum Corp. is the self-insurer of
both workme n's compensation,
and property dannage for an ex-
plosion that occurred here. Nine
workers were killed in the blast

of a liquid explosive. Property
damage is not believed to be
extensive.

Pan American, a subsidiary of
Standard Oil of Indiana, has its
own insurance department but,
according to a source at Standard,
the parent firm's insurance de-
partment "works rather closely"
with its subsidiaries on risk man-

agement.
The maximum workmen's com-

pensation death award under
Oklahoma law is $14,500 per em-
ploye. Five of those killed were
employed by Pan American as
members of a research team test-

ing explosives. The four others
were employed by Commercial
Solvents Corp., New York. The
nine were working on a joint
project testing uses of liquid ex-
plosives in oil exploration. A Pan
American official could not say

just what the explosive in this
particular test was, nor whether
it was a new and experimental
project.

Property damage, also self-in-
sured on the primary level, is
"not expected to be substantial,"

Is Wisconsin prisoner
employe of state?

MADISON, Wis.-The Wis-
consin supreme court has tak-
en up the case of an inmate
who sued the state for com-

pensation for injuries suffered
while on the job as a prisoner.

Steven Kopacka sued for
benefits under the state in-

dustrial compensation law.
Mr. Kopacka, now a construe-
tion worker in Milwaukee,

was paroled June 12, 1966,
after serving part of two con-
secutive ten-year terms for
burglary. He claimed a six-
foot locker fell and injured
his right leg in 1962 while he
was lined up for lunch with
other prisoners.

The claim was dismissed in

1969 by the state department
of industry, labor and human
relations and the action was

upheld by Circuit Court

Judge William C. Sachtjen.
The agency contended Mr.

Kopacka was not performing
his assigned work at the time
of his injury.

Appealing Judge Sachtjen's
ruling as a test case before

the state's highest court, Fred-
erick M. Van Hecke, Mr. Ko-
packa's attorney, argued that
his client should be awarded

compensation in the interest
of justice. He said that the 
state profits from the work
performed by prisoners and
that Mr. Kopacka was making
wooden cabinets.

Mr. Van Hecke further ar-

gued that although the state
can punish criminals and

profit from their labors it
should not be exempt from
paying disability compensa-
tion for convicts' injuries in-
curred during such profit-

making activities.
Taking the suit under ad-

visement, Supreme Court 
Justice Bruce F. Beilfuss

raised the question of wheth-
er or not the state should be

considered an employer in a

1 case of this sort.

the Standard Oil source told

Business Inslirance. Several pieces

of heavy equipment and a storage
shed were destroyed in the blast,
which gouged a crater 25 feet wide

and five feet deep at the testing
site 10 miles outside Tulsa.

The cause of the explosion has
not yet been determined. It was
not discovered until several hours

after the nine had perished. How-
ever, in a preliminary report, po-
lice here suggested the explosives
on a truck being used by the crew
rvere set off by sparks from a
high-voltage electric line struck
by a drilling tower mounted on
the truck. •

uu.-Kaa .0, lulu/0

Risk men from throughout the country met at the Drake Hotel in Chicago for the annual insurance, employe
benefit and pension conference of the American Management Assn. Coverage of the meeting may be found
on pages 7,15, 21,22, 24, 27, 28, 30, 31 and 40.
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John Cesario,

Assistant Vice President,

Corporate Sales

If it's YOUR
BUSINESS to be in
SECURITY·LAND;'
let john Cesario
HELP YOU!
You'll find Security Title and its affili-
ates where the action is because, in

California, 17.5 million people live in
counties serviced by our company.

And, while size is important, Security
Title and its affiliated companies also
give you fast, dependable, personal
service performed by experienced and
knowledgeable title people. Along with
that goes the reassurance that you're
dealing with a title company associated
with a powerhouse insurance company

-the Safeco organization.

We hope you'll keep this in mind when
you see our Security "roof" symbol.
It's more than a design; it's truly the
sign of "the title insurance company of
the professionals."

In Washington State you can expect
the same superior service from
Security Title Insurance Company of
Washington.

SECURITY TITLE INSURANCE COMPANY
. . . preferred title company of the professionals!

13640 ROSCOE BOULEVARD, PANORAMA CITY, CALIFORNIA 91402
®SAFECO Insurance Company of America,

Registered Trademark Owner.
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 washington watch
Here's the Congressional lineup
on insurance after 1970's election

WASHINGTON-While it may
be true that both the Republicans
and the Democrats won in the

Congressional elections early this
month, it does not necessarily
mean that no one lost. At least,
that is what a number of business

lobbyists here say, maintaining
that, in fact, the business commu-
nity was the big loser in the elec-
tions.

The basis for this attitude is

that the Republicans' law-and-
order scare tactics-designed to
appeal to the much-prized middle

American-basically failed, and
that President Nixon will now

redirect his campaign for the vote
of the blue collar worker by of-

fering something more substan-
tive than speeches denouncing
crime and "radiclibs." The hitch,
they say, is that the business
community will be picking up the
tab for most of the new package.

Expectations are high that
President Nixon will launch his

new bread-and-butter approach
to the middle American in his

January State of the Union ad-

dress, promising to ask Congress
for such things as a massive new
federal health insurance program,
broader in scope than Medicare
and Medicaid, a federally direct-
ed reform of the nation's auto

insurance system, a federal pro-
gram to aid crime victims, feder-
ally imposed minimum standards
for state unemployment insur-

ance programs, renewed support
for a host of consumer bills and a

stepped-up attack on corporate
polluters.

PROBABLY added to the list

-if the lame duck Congress
hasn't already acted on them-
will be increased Social Security
benefits, and a renewed push for
occupational health and safety
legislation and welfare reform.

Another aspect of the election
that disappointed business repre-
sentatives here is that, while
President Nixon may now happily
claim a. more conservative Senate

overall, and call this a victory, al-
most all of the liberal labor Dem-

ocrats are still on Capitol Hill
and still in their all-important
comrnittee chairman:hips.

Sen. Ralph Yarborough, head
of the powerful labor and public
welfare committee. of course,

won't be back, having been beat-
en in the primary. But, he will be
replaced by the current labor
subcommittee chairman Harrison

Williams (D.-N.J.), who won
re-election for his third six-year
term.

Sen. Williams was a leader in

the fight for the coal mine safety
act and is in the forefront of
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labor's push for a strong occupa-

tional health and act. He is open-
ly sympathetic toward national

health insurance, a much broader
based Social Security program,
federal standards for vesting,
funding and reinsurance of pri-
vate pension plans and federal
standards for state workmen's

compensation programs.
AS CHAIRMAN of the full

committee, Sen. Williams has the
option of whether to also contin-
ue to head the labor subcommit-

tee or take the chairmanship of
the health subcommittee. It's too

soon to say, but the betting is
that he will do as Sen. Yarbor-

ough did and opt for the health
subcommittee, with its great po-
tential for public exposure.

If he does, the labor subcom-
mittee would probably go to Sen.
Edward Kennedy (D.-Mass.),
although Sen. Caliborne Pell (D.
-R. I.) would have first shot at

it. The feeling is however, that
Sen. Pell will retain his position
as head of the education subcom-

mittee.

Except for Sen. Yarborough,
the full committee's Democratic

membership was not affected by
the 1970 elections. Two of its

GOP members were defeated,
Sen. George Murphy (R.-Cal.)
and Sen. Ralph Smith (R.-Ill.),
so at least three vacancies are to

be filled in January. Other shifts

in the committee's makeup could
of course occur as surviving sen-
ators jockey for vacancies on

other prestigious panels.
Sen. Philip Hart (D.-Mich.),

chairman of judiciary's antitrust
and monopoly subcommittee, was
also reelected, much to the cha-
grin of the insurance industry.

It can be expected that Sen.
Hart will continue his campaign
against state insurance regula-
tion, using the panel as his vehi-
cle, with subcommittee staffer
Dean Sharp doing his spade
work. Of the subcommittee's

eight members, only Thomas
Dodd (D.-Conn.) was defeated
this year.

Sen. Warren Magnuson's (D-
Wash.) commerce committee will
likely carry the ball for auto in-
surance reform in 1970. The

strongly consumerist panel lost
only one of its 19 members, Jo-
seph Tydings (D.-Md.). Sen.
Magnuson was reelected in 1968. •

Cat owner files suit

against pet hospital
SAN FRANCISCO-A dead

cat may cost the Arguello Pet
Hospital here $125,000.

That's the amount sought
in a suit filed in Superior
Court by attorney Lyle C.
Cavin Jr. on behalf of Jonell

Houpt, against the pet hospi-
tal and one of its employes,
Elmo Shropshire.

Miss Houpt claims she took
Jason, her cat, to the hospital
when the animal seemed to

be suffering frorn a bad cold.
When she went to pick up
the pet, she was told the bill
would be $53.

Because she did not have

that much with her, Miss

Houpt told the court, she
said she would return later.

When she did, the bill had
increased to $73 and Elmo

Shropshire refused to take a
check.

When Miss Houpt com-
plained, the suit alleges, she
was beaten and foreibly
ej ected from the pet hospital.
When she returned again,
with cash, the bill had risen
to $97.

After she paid this sum,
the suit declares, Miss Houpt
was told that the cat had

died two days before and the
remains had been disposed
of.



Question#2
Big deductibles ought topmduce

big piemium savings, right9
They do-but only if the premium saving is

providing room-and-board benefits of $30 a daymeasured not in dollars, but in added insurance
for a maximum of 31 days, with therapeutic

purchasing power.

charges limited to $1,000. With no deductible, aDeductibles work hardest when they're clos-
typical rate for such a plan is $6.17 per month forest to the ground. The cost of creating and
a single employee; $17.66 for a family man.handling claim files is a dead loss to all con-

Now see what happens if we apply a $50cerned-the insurance buyer, the claimant, and
deductible. The rate for the single man drops tothe carrier. Nobody benefits from it except paper
$5.06 (18% reduction); for the employee with de-

manufacturers.

pendents, it goes down to $13.29 (25% reduction).Under any coverage where there are more
But the really important change is that the moneysmalllosses than big ones, therefore, the first $100
available for therapeutic charges jumps fromof a $1,000 deductible may produce a larger cash
$1,000 to no limit at all..saving than the remaining $900. If the exposure

In other words, by contracting to pay theis preponderantly to very high or total loss, a
first $50 at the bottom of the hospital bill, we havedeductible may produce little or no premium re-
taken the roof right off the top. There can be noduction. It doesn't make much sense to incorpo-
question which plan afTords the greater protection.rate a deductible provision in a loss policy on a
Nobody in this day and age trembles at the pros-dynamite factory or a diamond ring. The deduct-
pect of a $50 loss. What scares any prudent wage-ible would just be underinsurance.
earner is the thought of hospital bills runningThe question the risk

into a year's pay.
manager should really ask

With group or any other
himself is not "How much

business coverage, your Em-
premium savings will this

ployers Insurance of Wausau
deductible produce?" but
"Where will those dollars buy

in the effective deployment of
me the most protection ? At

deductibles. His mission is to
sales representative is a scholarthe bottom of the policy ? Or
see that your premiums are

at the top ?"

distributed in such a way as
For a handy example,

to give you one hundred cents'
let's take a representative

worth of protection for every
group hospital insurance plan,

dollar laid out.

Employers Insurance of Wausau
We think insurance
ought to work for

a living.
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British businessmen urged to follow
U.S. thinking on employe benefits
LONDO N-Merits of falling

into line with American thinking
on employe benefits were stressed
at an insurance seminar for Brit-
ish businessmen.

Dryden Gilling-Smith, planning
manager of Lkgal and General As-
surance Society of London, told
them:

"Most pension and employe
benefit schemes have been set up
in response to an immediate com-
pany need. Many firms are now
reaching the point where they
can ask how their expenditure
should best be directed in the
future.

"THE establishment of a clear

set of employe benefit objectives

is desirable. In the U.S. the term
'employe benefits' is generally
used to cover the whole remuner-

ation package, apart from direct
payments in the form of salaries
and wages.

"This term is a useful aid to

corporate thinking, and I suggest
we adopt it in the U.K. unless or
until someone can think of a bet-
ter term."

Mr. Gilling-Smith, who was
addressing a conference organ-
ized by Investment and Property
Studies for the Financial Times

and Investors Chronicle, declared:
"Determination of basic em-

ploye benefit objectives is a top
management function. A single
item of expenditure that may ac-

count for some 2090 or 30 % of
the relevant payroll, and which
must be expected to make a sig-
nificant contribution to the com-
pany's total business effort, must
receive careful consideration at
top management level.

"TOP MANAGEMENT must

reconcile the possibly conflicting
claims of the personnel depart-
ment, the finance department,
and the public relations depart-
ment.

"Employe benefits play an im-
portant role in company image
building. The key employes on
whom a company may depend,
possibly in their 40's and 50's, are
very likely to be influenced by

the manner in which they see
their elder colleagues in their 60s
treated when they retire.

"The employer must look at his
competitors in the labor market.
This does not mean that one

should 'follow the pack,' but it is
one of the facts of life that a

company can have better benefits
than most of its competitors, and
yet can have one shortcoming
which will have a totally dispro-
portionate effect on an employe's
choice of firm."

Mr. Gilling-Smith gave this ex-
ample of the need for careful
assessment of employe benefits in
the remuneration package offered
by any firm:

"IF A MAN earns a good sala-
ry, it is generally assumed by his
friends outside the firm that this

is the result of his own efforts

and energies. The employer may
get little credit.

"On the other hand, if a man is

A group plan for
professional corporations
with 3 or more employees.

Just what the doctor
ordered.

And you can sell this plan to dentists. accountants,
lawyers and other professionals who qualify, too.

Because they'll be quick to see the way

it combines double-barreled protection with
significant tax savings.
1. The plan gives employees group life insurance

up to $150,000, with double indemnity for
accidental death, and with dismemberment

benefits, too...

2. Plus-this package provides long term disability
income to age 65, with monthly benefits
up to $1,000.

What's more, both the corporation and
the individual persons insured can gain
important income tax advantages.

Get the full details on this professional
corporation group protection plan from your
nearest Mutual Benefit General Agency or
Group Office. (This plan, or portions of it, not
available in Florida, Ohio, Texas.)

MUTUAL BENEFIT LIFE
THE MUTUAL BENEFIT LIFE INSURANCE COMPANY NEWARK. NEW /EASEV SINCE 1845

able to maintain a reasonable

standard of living in retirement,
or if his widow and children are

well provided for, then it will be
his firm that is likely to get most
of the credit for such provision.

"It will be spoken of more
widely as being 'A good place to
work for.' "

He said that in quite a num-
ber of companies it has been im-
possible in Britain to begin
thinking about employe benefit
objectives because organizational
responsibilities have been com-

pletely fragmented.
Salaries, pensions, house pur-

chase, disability incomes and
other matters had often been

dealt with by different people in
the organization who were often

highly jealous of their own em-
pires. Even the perfect employe
benefit package woifld not make
its proper contribution to the com-
pany's business effort unless it

was communicated successfully to
employes. •

Minnesota

ASIM head
elected

MINNEAPOLIS-Frank I. But-

terworth, corporate risk manager
of Employers Overload Co. here,
has been elected president of the
Minnesota chapter of the Ameri-
can Society of Insurance Man-
agernent.

Mr. Butterworth told Business

Insurance that the chapter is in
the process of coordinating an
educational seminar program for

Frank I. Butterworth

its members, to be given in 1972
or 1973. Speakers this year will
include the Federal Bureau of In-

vestigation's Minneapolis agent,
who will discuss the bureau's role

in preventing bomb, arson and
riot damage.

MR. BUTTERWORTH has been

with Employers Overload for three

years and was responsible for in-
stalling the risk management di-
vision in the company. "Our com-

pany, founded in 1947, has 15,000
to 20,000 ternporary workers

throughout the country," he said,
"and these people are bonded di-
rectly to our customers-some-
thing not available from many
temporary help agencies." He ex-
plained that, although almost
every agency says that its work-
ers are bonded, this often means
they are bonded only to their
agency, not the customer.

It is necessary, he continued, to
obtain a special rider on an em-
ploye bond in order to hold the
agency liable for criminal acts by
an employe. "Our agency and the
big ones offer this bonding," he
said, "but insurance companies
are reluctant to write this rider

-many agents will even tell you
there is no such thing-unless the
size of your insurance account
makes it worth their while."

Employers Overload's bonding
is written by CNA Insurance. •



Agents and brokers must change to
meet the risk manager's new need s

CHICAGO-Although George
M. Betterley, managing partner
of Betterly Assoc., Worcester,
Mass., hopes to see agents and
brokers around for a long time,
for the sake of the insurance

buyer, he believes that these
middlemen must undergo changes
in the '7Os.

The most important force

molding brokers and agents, he
said, will be demands from a bet-
ter educated risk manager who is
able to put his need for insurance
in proper perspective. Risk prob-
lems created by technological,
economic and sociological changes
will force the middleman to pro-
vide new solutions to new prob-
kerns, he told American Manage-
ment Assn. members at their

annual insurance conference here.

The insurance industry itself will
prove a third force for change.

The changes, Mr. Betterley
said, must also come because
"holding companies, conglomer-
ates, agencies purchased by man-
ufacturing, finance and insurance
companies, federal insurarce, and
mass merchandising to corporate
employes and customers" are all
placing new demands upon the
broker.

IN THE future, he said, mid-
dlemen should be able to provide
their buyer customers with the
following:

• A reasonable pedigree--a
well-established firm, convenient
location, sufficient staff to give
depth and continuity and a sub-
stantial and varied clientele.

• Appreciation and accept-

ance of the risk management
concept, which dictates that all
remedies short of insurance must

first be considered in treating
risk.

• Emphasis on technical serv-
ice rather than sales. "The buyer
wants a 'helping' hand, not a
'glad' hand, in appraising his
risks."

• Marketing skill: "This is
still the broker's prime function,

and the buyer looks for a wide
knowledge of markets, an impar-
tial attitude toward all types of
carriers and expertise in dealing
with the surplus lines market."

• Engineering services: "The
demand varies, but in general if
not available from the carrier or

an independent source, the bro-
ker is expected to fill the gap."

• Intellectual honesty and pro-
fessional integrity: "These quali-
ties are often the subtle reasons

for selecting a broker."

THESE GROWING demands

from buyers are going to require
Inore talent, travel, ancillary
services and data processing from
the broker and all of this, said
Mr. Betterley, means the broker
needs more money. "The need for
capital and the need to spread
operating expenses are certainly
major reasons for the urge-to-
merge trend evident among

agents and brokers today."
As a result of this the risk man

can expect to see the number of
agencies shrinking in the future,
he predicted. "Fireman's Fund, in

a move to clean out deadwood,
reduced its independent agents
from 25,000 (many unproductive)
to a lean, highly productive 10,-
000." The requirement for more
talent, financial strength and
geographic spread will cause the
number of large firms to in-
crease. Buyers can expect to see
more of the large firms going
public, he said, and more nonin-
surance companies acquiring sue-
cessful firms.

The ratio of brokerage firms to
agencies will increase, Mr. Bet-
terley told AMA members, in
keeping with the buyer's insist-
ence on marketing flexibility, and
the scope of services in the mu-
tual fund and consumer credit

areas will be expanded. (He add-
ed that Insurance Co. of North

America reports 2,000 of their
agents have already obtained
licenses as securities dealers and
are selling mutual funds through

the INA Security Ccrp.)
Mr. Betterley off ered four

suggestions as to how agents and
brokers can better serve their

clients in the future. First, he
said, they must recognize risk
management as a fundamental
business management function in
which the broker plays a vital,
but not all-inclusive, role.

SECOND, they must "beef up
their services acecrding to the

needs of the type of clientele they
wish to serve. The more custom-

ers move from primary to excess
forms of insurance without serv-

ice," he said, "the more they are
going to ask the broker to pro-
vide precisely what they require
in the way of engineering, loss
control, and claims service. Bro-
kers should consider all avenues

open to them for providing ancil-
lary services-joint ventures,
consortiums, mergers, cooperative
working arrangements."

Third, agents and brokers need
to do a better job of building,
organizing and managing their
staffs and concentrate on quality
rather than quantity, he said.

Fourth, agents and brokers

'1'd leave tomorrow

if they didn't have such o great pension plan:'

Loyalty to the dollar can
be stronger than loyalty
to a company. So holding
your good employees with
salary alone is tough when
other companies are offering
profit sharing and pension
plans. Attracting new
employees can be difficult,
too, unless your employee
benefit program is
competitive.

As a result, more and
more companies, out of self-
defense if for no other
reason, are establishing
comprehensive employee

benefit plans or improving
existing ones.

And although it's a
remarkably complex under-
taking, involving govern-
ment regulations, tax
considerations, and legal
red tape, it's all quite simple
if you let the experienced
specialists at First
Pennsylvania Bank
handle it for you.

We have a department
devoted to the planning,
implementing, and adminis-
tration of employee benefit

should examine honestly and
candidly the pricing of their
services. "While there are argu-
ments favoring the commission

method of reimbursement," Mr.
Betterley said, "this should not
be to the exclusion of negotiated
fees, especially for extra services
over and beyond what normally
accompanies the insurance con-

tract. Consideration must be giv-
en to the cash flow problems of
the customer, in establishing loss
reserves, in advance premiums
and retroactive adjustments.

"It is - in understanding 'the
services the buyer wants and in
making them available with skill
and integrity that success lies,"
he concluded.

programs and a specialized
investment division that
manages the investment of
plan funds.

We'll make available to
you, at no obligation, a
specialist who can review
your requirements and
recommend a program based
on your individual needs.
Call Bill Doe (that's a real
name} at (215) LO 8-1700, or
write to Employee Benefits
Planning Dept.,
First Pennsylvania Bank,
15th & Chestnut Sts.,
Philadelphia, Pa. 19101.

First Pennsylvania Bank
The First Pennsylvania Banking and Trust Company Member F.D.I.C.

15th and Chestnut Streets, Philadelphia, Pa. 19101.
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speaking of security

Two N.Y. brokerage firms introduce
elaborate internal security systems

NEW YORK-There's probably
as much cool cash in the form of

negotiable securities in the

"cage" of the typical Wall Street
brokerage house as in the "cage"
of some of the big New York
banks. However, banks have a
big advantage over the brokerage
houses-they don't have quite as
many inside thefts.

In the Goodbody & Co. failure
( recently, accountants of the fifth
largest brokerage firm on the
Street refused to certify it as a
"going concern"), the company

unabashedly admitted to simply

"losing track" of $18 million in
securities since last year's audits.

This is probably the worst exam-
ple of a security problem on the
Street. But Goodbody's fellow
brokers are quick to admit they
have their own problems, too.

"When you have as many peo-
ple trying to get in and out of
such a critical area as the cage,
there's a real problem in Trying
to keep track of who and what is
coming in and going out," said
one broker. He told Business In-

surance that the first big problem
was coming up with an access
control system thaz "doesn't get

on anybody's nerves too much
but can still do the job."

WALSTON & Co. has taken

the situation by the horns. The
Big Board member firm is cur-

rently spending about $200,000 a
year on its new security systems,
according to its security director,
Edward F. McElligott. Formerly a
lieutenant with the New York

Police Department's intelligence

division, Mr. McElligott has ap-
parently put together a fairly
taut screen of security. Since it
was devised, the firm estimates
there's been a 50% decrease in

losses.

Mr. McElligott explained that
he has employed a mix of televi-
sion surveillance and detection

devices in his vault areas as well

as computerized access control
system bolstered by uniformed

guards at each entrance. This
coupled with a once-a-year sur-
prise audit by an outside agency
has apparently served to discour-
age many would-be thieves.

All employes are fingerprinted
and photographed (requirements
now under N.Y. state law for

Wall Streeters). This information

is put on an identification badge
along with a magnetic number of
five digits. "The five digit num-
ber is given to the employe at the
time of the card's issuance," Mr.
MeElligott explained. "There's no

DO YOU GET WHAT YOU PAY FOR WITH A.A.U .....9

YOU
GET
MUCH
MORE!

It doesn't take a degree in accounting to figure out that in aviation insurance,
as in everything else, you get just about what you pay for. But some people
don't realize that there is a difference between two policies that provide
similar coverage and cost approximately the same. The difference is in the
knowledge, experience, facilities and business attitudes of the company
when claims are presented-it may be the important factor in the true cost of
your insurance. As we see it, there are other companies that can also supply
adequate coverage. But it is who and what we are that makes it possible for

us to give you more. We are strictly aviation underwriters. We do not load
our rates for free interest charges. We custom rate ycur aircraft and experi-
ence and give you the benefit of the rate you are entitled to immediately-

you don't have to wait out the year to qualify for a discount. These are some

of the reasons why we are the Nation's number one aviation underwriters.
Have your broker call us and we'll show him why you can expect much more
from A.A.U.

ASSOCIATED AVIATION UNDERWRITERS
Aviation Insurance

90 John Street, New York, N.Y. 10038

way to read the number from the
card and the numbers must be

punched into a console in the
correct sequence along with the
insertion of the card before ac-

cess is granted," Mr. McElligott
explained.

The system, manufactured by
Holobeam Inc. for Walston, is
working well he reports. "The in-
cidence of thefts of securities is

way, way down," Mr. MeElligott
said.

PROBABLY the main reason

for the system's success is the co-
operation of Walston employes.
"The employes of the company
are very cooperative. Everybody
meets security requirements from
the officers of the company right

down to the floor sweepers," he
pointed out.

Walston's system, aside from
protecting the securities cage
area and the vaults, also watches
over nearly $10 million on com-
puters.

Despite being pleased with his
hardware security system, Mr.
McElligott is far from satisfied
with other parts of the problem.

"I'd like to see a better pre-em-
ployment check, and use of the
polygraph," he said. The New
York State controller's office now

does a background check on Wall

Street employes. However, there's
still a major problem with the
system: a three months' wait for
the results, he said.

Salomon Brothers recently
spent $95,000 on a hardware ac-
cess control system of their own
as well. The brokerage firm com-
missioned World Computer Sys-
tems Engineering, a subsidiary of
World Computer Corp., a Dal-
las-based firm, to,develop one for
the firm's security needs.

"OUR COMSAFE system con-
sists of ten badge-readers, one
control console, eight television
cameras and nine television mon-

itors," explained James O'Con-
nell, director of telecommunica-
tions as well as security at Salo-
mon. He explained that his
system simply was set up to pro-

vide access to security areas to
qualified people as well as to
prevent access to non-qualified
people. Security areas in Salo-
mon's case include both the cash-

iering department and the comput-
er roorn.

"During what we call our day
mode," Mr. O'Connell pointed
out, "We have five television
cameras trained on the cage it-
self, while three are on the com-
puter room entrances and exists.
At night we take four of the
cameras off the cage and they
survey the elevator entrances,"
he explained.

The system has been in opera-
tion for about three months, Mr.
O'Connell said, obviously quite
pleased with it. "The badge has
magnetic numbers on it, the first
two of which qualify the badge-

holder for all areas in the compa-
ny. The next four digits identify
the department of the individual
and the next digits identify the
employe himself," he continued.

The badge actually has two
uses. Salomon has followed the

lead of the military services in
cutting down on all the numbers
assigned to the employe for the
variety of necessary administra-
tive processes. Now it just uses one
-the one on the identification

badge. The badge is used in the

electronic data collection system
for punching in and out on the
time clock, getting paid by as

well as for identification purpos-
es.

"WHEN THE badge is inserted
into a reader in order to gain

access to a security area," Mr.

Continued on page 48



Why no pictures of Ansul products?

We could show you pictures. We've designed some
very attractive modular components for dry
chemical, twin-agent, and clean agent fire control
systems.

We could assemble those components into enough
different systems to fill several books with product
pictures. Why bother.

We can do you a lot more good in the long run by
simply knowing more than anybody else in the
world about controlling certain types of fire.

Ansul and its distributors may be the only people in
the business who can help you specify and buy the
exact level of protection you need or want, for any
given hazard.

We can actually tell you whether you're under-
protected, over-protected, by how much, and how to
correct it.

We can even tell you if you have a hazard that
existing technology can't protect. And sometimes,
what you can do about it.

And, if our technology can't protect you and some
other company's can, we'll tell you who to call.

That's why there are no pictures. This capability of
ours is worth a lot more to you than one more list
of products.

The Ansul Company, Marinette, Wisconsin 54143

The Ansul System
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tollowing the funds

B.1. workshop panelists tell ways
to find and assess money managers

ATLANTA-Alternative ways
of handling pension fund invest-
ments in a time of a sagging
stock market were reviewed by
participants in a pension fund in-
vestment panel at the Business
Insurance Management Idea

Workshop here, but all panelists
recommended flexibility in meas-

uring fund performance and in
choosing money management
mechanisms.

Participants in the panel were

A. H. Blaker, assistant treasurer
of the Boeing Co.; Frank Brunet-
ta, assistant to the chairman of

PepsiCo Inc; William Lowe, vp

r

L

and treasurer of Inland Steel Co.,
and Dr. Richard Zoller, ,director
of investments for the Greyhound
Corp. The panel was mcderated

by Richard C. Bjorklund, editor
of Business Insurance.

"I am one," Mr. Blaker said,
"who believes :hat in pension

funds a proportion of the in-
vestment should be in fixed in-

come securities, whether bond,
mortgages or otherwise. The pre-
ponderance can be in equities
with cash or short terms varying

from period to period in accord-
ance with the economy and the
money market. I also believe that

flexibility is necessary and that
the investment program changes
as conditions change."

HE OFFERED "words of warn-

ing" to those whose investment
policies are aimed only at maxi-
mizing returns, a goal that result-

ed recently in many people "get-
ting their fingers burned." Mr.
Blaker, while granting that there
is room to invest in less seasoned

equities that he described as
"go-go s," counseled pension fund
investment managers to avoid
excesses.

"You've got to study types of

investment and understand the

risks inherent in each," he ad-
vised. "Then you've got to ask
whether you'll accept that risk in
behalf of your company and its
employes."

Mr. Blaker, like his colleagues,
said that the concept of pension
funds as profit centers "has lost
its glamor." There is, he added,
less and less talk of employe ben-
efits programs as profit centers
under which an improved invest-
ment performance results in a re-
duction in employer contribu-
tions.

Mr. Brunetta described a re-

cent change in the money man-

agement mechanism of the PepsiCo
pension fund, an aggregate of $50
million in several pools of funds
that now serve the ernployes of
Pepsi-Cola, Frito-Lay, North
American Van Lines, Wilson
Sporting Goods, Lease Plan Inter-
national and Chandler.

"WE HAD a growing aware-
ness of two factors: The effect of

The bank that manages money manages the employee benefit programs
of some of the nation's largest corporations. Use the coupon below to send
for our booklet, "Trusteed Employee Benefit Plans," if you're considering
or revising your program. Or call (212) 530-1351.

Mr. Mark Saulnier, Vice President
The Bank of New York
48 W&11 Street

New York, N.Y. 10015

Dear Sir:

Please send meyourfreebooklet,"Trusteed Employee Benefit Plans"

Name and title

Address

The Bank Of New York. The bank that manages money.
Main Office: 48 Wall Street, New York, N.Y. 10015 Member of The Bank of New York Company, Inc. Member FDIC

performance on the level of com-
pany contributions, and changes
taking place in the investment
community," he explained. The
result was a review of the "man-

agement mix" of the overall Pep-
siCo pension fund, which resulted
in a switch from total manage-

ment by an insurance company, a
bank and a pension fund advisor
to a system that includes a new
investment advisor and three

mutual funds to afford the ele-

ments of high return, diversifica-
tion of funds and an easy mea-
surement of performance.

Mr. Brunetta is one of five

trustees assisted by outside actu-
aries who now review pension
fund performance at PepsiCo.

"Our first task," he recounted,

"was to define performance ob-
jective in light of the risk we
were willing to absorb. We chose
a performance standard of at
least 50% better than the Stand-

ard & Poor's 500 average in up
markets and one of performance
no worse than the S&P 500 aver-

age during down markets as being
in keeping with our willin«ness
to accept risks. Our overall return
in both up and down markets
would obviously have to outper-
form the S&P 500 average and,
obviously, the more the better."

PepsiCo's overall objective, Mr.
Brunetta told workshop partici-
pants, was to seek consistent per-
formance among money manag-
ers over a suitably long period of
years relative to the S&P 500
stock average. The sought-for
performance, under the new trus-
tee system, was to be examined
quarterly and separately during
periods of both rising and declin-
ing markets.

TO REACH THESE objectives,
Mr. Brunetta's trustee group con-
tacted investment advisors and

requested quarterly performance
results over a period of years,
and screened mutual fund per-
formance records from publicly
available records. Both load and

no-load funds were considered

because the size of PepsiCo's con-
tribution would substantially re-
duce any fees to be paid to load
funds.

Mr. Brunetta offered this word

of caution: "We have set our own

objectives, which are consistent
with what we have identified as

our own particular investment
requirements. These may not
match those of many others and,
therefore, the outcome I have de-
scribed may not be similar to
those at which other firms arrive.

Nevertheless, the selection proc-
ess that I have outlined may be
apropriate to your requirements
and it is one I recommend that

your periodically follow in. order
that you can continue to be reas-
sured that your choice of advis-
ors is the most appropriate for
your company."

Mr. Lowe described a pension
fund performance examination
process that resulted in a shift in
money managers similar to that
decided upon at PepsiCo.

"Prior to 1969," he explained,
"our investment program was
handled by a bank finance com-
mittee," he said. "Then Inland
Steel participated in an invest-
ment study that revealed that our
trustees' position was at the bot-
tom or near the bottom and we

had to pay attention to this situa-
tion. Our investment result was

lower than all indexes and we

felt we ought to do something."

INLAND STEEL took 50% of

its pension fund investments
away from the bank trustee and
divided three-fourths of these in-

vestments among three outside

investment firms, retaining one-
fourth to be invested by an inter-
nal investment committee com-

posed of young men who felt
Continued on page 44



You already know that Delaware
has a lot of advantages for corporations.

Heret a new one.

In the heart of
i» N ,• n countryside, is served byWilmington, Delaware i{ I S

A 2 airports and is just 30stands a beautiful new I  f Mrt--*; ' - 4 minutes from Phila-21-story building ready ' .-. -- -
delphia and 90 minutesto be occupied by <

1 from New York viabusinesses like yours.
Metro-Liner.Wilmington Tower, created by I. M. Pei, is a We'll be happy to send you floor plans, spaceunique environment with clear glass walls that offer availabilities, and costs.spectacular light, temperature and humidity that If you're fed up to here with the city, maybe theare scientifically controlled, and, of course, beauty. time has finally come to get out. Fresh air, cleanA granite-paved entrance plaza and a reflecting pool residential areas, and beautiful new offices might befor starters.

just what you and your business could use.Wilmington, in the middle of beautiful For a free informative brochure, write or call:
National Leasing Agent
Ely-Cruikshank Co., Inc.

233 Broadway
New Ybrk, New York 10007

(212) 349-8330

Local Leasing Agent
Patterson-Schwartz & Assoc.

1013 Washington Street
Wilmington, Delaware 19801

(302) 656-3141

American International Realty Corporation
Owner

--
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AN INVITATION

We offer personal services where coverage requirements are unique

or unusual. We're particularly strong in large lines where capacily, special

contracts and tailor-made situations are required. We have long

been famous for our restaurant, bowling center, franchise chain operations,

agents-brokers', architects' and engineers'errorsand omissions,

and other hard-to-find coverages. You are inv ted, through your agent
or broker, to do business the EX-UND way. Our new booklet explains

the people and products of Excess Underwriters,
175 West Jackson Blvd., Chicago 60604.

Telephone 312/939-5535 (Telex 25-4127).

-tfu 5,02*6PYZ924¥9 PERSONNEL CONSULTANTS
327 SOUTH LA SALLE STREET . AREA CODE 312: 939-6217

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

THINK! PERSONNEL ...

THINK! CORPORATE INSURANCE PERSONNEL CONSULTANTS

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

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

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

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

-----------

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

Gentlemen:

As a prospective employer n
(check one)

employee £

I would like to receive additional information regarding your
services

NAME

ORGANIZATION
(employers only)

ADDRESS
(employee applicants, please use home address)

CITY-STATF zip code

A DIVISION OF petson„U€*nigwag . ..AND ASSOCIATES INC.

A-#wd Lhw,om,(*9*4m*trn4u,*w
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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.

• Employe benefit plans for in-
ternational companies has been

published by the Victoria Life In-
surance Co. The booklet offers

summary information concerning
selecting qualified insurers, coor-
dinating plans, Social Security
and taxation, consolidated ac-
counting, local dividends, inter-
national experience rating, reten-
tions and funding techniques.
Single orders may be obtained
free of charge by writing Ger-
hard Roper, vice president, Victo-
ria Life Insurance Co., D 400
Dusseldorf, Bahnstrasse 2, Ger-
many.

• The National Safety Council
has compiled a list of safety films
and their sources-producers,
sponsors, distributors-in its Na-
tional directory of safety films.
The films are categorized into
their respective sections and brief
descriptions are provided includ-
ing such information as whether
the film is black and white or

color, price of rental, length and
film specifications. Price infor-
mation on the directory may be
obtained by writing NSC, 425 N.
Michigan Ave., Chicago, Ill. 60611.

• Mass marketing of property
and liability insurance is a study
prepared by Spencer Kimball,
Dean and Professor of Law, Uni-
versity of Wisconsin Law School
and Herbert Denenberg, Loman
Professor of Insurance, Wharton
School of Finance and Commerce,
University of Pennsylvania, for
the Department of Transporta-
tion. The authors evaluate the

role that mass marketing of in-
surance plays in overall compen-
sation system reform, the extent
to which existing regulatory in-
stitutions helped or hindered the
attainment of any such role for
mass marketing. and comment on
legislative and administrative

changes they felt would bring
about an optimum regulatory en-
vironment for mass marketing of
auto insurance. Single copies are
75 cents and may be ordered
from the Superintendent of Doc-
uments, U.S. Government Print-
ing Office, Washington, D. C.
20402.

• The 1970-71 edition of Nation-
al fire codes is available from the

National Fire Protection Assn., 60
Batterymarch St., Boston, Mass.
02110. The codes consist of 10

volumes containing 206 separate
standards and are priced at $5
per volunne or $40 for the conn-
plete set. Subjects of the volumes
are: flammable liquids, ovens and
boiler-furnaces; gases; combusti-
ble solids, dusts and explosives;
building construction and facili-
ties; electrical; sprinklers, fire
pumps and water tanks; alarm
and special extinguishing systems;
portable and manual fire control
equipment; occupancy standards
and process hazards; and trans-
portation.

.

• A film about What doesn't

have to happen...in the crash

has been prepared by the Insur-
ance Institute for Highway Safe-
ty, Watergate Office Bldg., Wash-
ington, D. C. 20037. The film is a
16 mm, color, 22 minute vehicle
which lets the viewer see the

crash the way highway loss re-
duction advocates see it. Slow

motion shots range across a wide
selection of recent car crash ex-

periments to let you see how-
and why-the metal gets twisted,
and lives broken. It may be pur-
chased from the Institute for

$195. This Kemper Insurance
Group has arranged to show the
film, free of charge, to groups
which contact local Kemper In-
surance Branch offices or write

to Robert P. Palmer at Kemper,
4750 N. Sheridan Rd., Chicago,
Ill. Kemper provides suggested
press releases, introductory re-
marks and a feed-back report to
supplement the film. When con-
tacting a Kemper agent, keep
more than one date in mind for

the showing of the film.

. State workmen's compensation
laws is published by the U.S. De-
partment of Labor. The book cov-
ers the development of workmen's
compensation laws, types of laws,
amount and period of benefits,

rehabilitation, subsequent-injury
funds, provisions in special cases,
and the handling of claims. Also
included are 15 tables covering
waiting periods, numerical ex-
emptions, and agencies adminis-
tering state workmen's compen-
sation laws. The book -may be
ordered from the Superintendent
of Documents, U.S. Government
Printing Office, Washington, D.C.
20402 for 40¢.

• The National Fire Protection

Assn., 60 Batterymarch St., Bos-
ton, Mass. 02110, has released the
following updated publications.
Safety standard for hospital labo-
ratories, No. 56C, 24 pgs., 75¢;
Standard for essential electrical

systems for hospitals, No. 76A, 36
pgs., 75¢; Standard for hyperbaric
facilities, No. 560, 52 pgs., $1;
and Standard for nonflammable

medical gas systems, No. 56F, 28
pgs., 75¢. All publications are
1970 editions.

. The Swiss Life Insurance and

Pension Co., General Guisan Quai
40, 8022 Zurich, Switzerland,
publishes periodically the Swiss
Life News Letter with current

information on various aspects of
European employe benefits. Any-
one may be placed on the current
mailing list, free of charge, by
writing the firm.

• Pacific Employers Insurance
Co., an INA Corp. company, has
prepared a booklet entitled INA/
PEG total loss control making

safety pay. This publication is of-
fered free of charge. It describes
a measuring stick for preparing a
loss control profile to aid in the
task of pointing out areas that
need improvement, suggest new
programs to correct the short'
comings and help the employer
do away with potential loss pro-
ducers in his plant. For a copy
write the firm to the attention of

the Public Relations Dept., 4050
Wilshire Blvd., Los Angeles, Cal.
90005.

. BF&M Managernent Ltd.,

Hamilton, Bermuda has made
available a booklet About your
own insurance company in Ber-
muda describing the functions of,
the company, which was set up
exclusively to manage 'captive'
insurance companies on the Is-



land. A copy may be obtained by
writing Derek L. Dempster,'Man-
ager and Secretary, BF&M Man-
agement Ltd., P.O. Box 1007,
Hamilton, Bermuda.

. The problems of total remu-
neration in the European eco-

nomic community and United
Kingdom has been released by
rowers, Perrin, Forster & Cros-

by, Inc. The report covers wages,
salaries, benefits, and other forms
of employe remuneration in the
:ix Common Market countries

and the U.K. Also included in the

report is an expanded executive
remuneration section. The report
may be obtained free of charge
from the firm at Three Penn

Center, Philadelphia, Pa.

• The International Division of

Alexander & Alexander has pub-
lished Are your company's assets
abroad as safe as those at home?

describing the services of the di-
vision in placing, writing, and un-
derstanding foreign insurance con-
tracts and foreign employe bene-
fits for local nationals abroad and

expatriate and third-country (in-
ternational) employes. For a copy
of a pamphlet or more information
write the firm at 225 Broadway,
N.Y., N.Y. 10007.

. Proud and tall is a film re-

leased through government spon-
sored state rehabilitation centers

and the Employers of Wausau Co.
the 1314 minute, 16mm, color film
reveals some of the agonies a per-
son goes through in the rehabili-
tation process. The story is about a
worker who was blinded on the

job and with help resumed a solid
and useful place as a productive
worker. The film is available on

a loan basis from local government
rehabilitation agencies and the
Film Dept. of the Employers of
Wausaw Co., Wausau, Wis. 54401.

• The Small Business Adminis-

tration has compiled an aid for
Preventing employe pilferage.

According to the aid, to prevent
pilfer age an owner-manager
must recognize that some em-
ployes cannot be trusted and
make all employes aware that he
is taking steps to thwart dishon-
est personnel. Such steps include
setting up a system of loss pre-
vention, administering the system
rigidly, and auditing it often to
discourage dishonest employes
who try to bypass the system.
Copies are available free frorn
field offices and the Washington
headquarters of the Small Busi-
ness Administration, Washington,
D.C. 20416.

. Responsibility for loss or

damage to any given shipment is
set by the ternns of sale. If you
ship by water is a booklet of-
fered, free of charge, by the Fire-
man's Fund American Insurance
Cos. The booklet contains com-
monly used sale terms which will
help you determine the point at
which you assume the risk for
the safety of the goods, defines
total loss, particular average, and
general average. Direct orders to
the Public Relations Department,
P. 0. Box 3395, San Francisco,
Cal. 94120.

e Business life insurance may
be more efficiently purchased
under the minimum deposit plan
than under a terrn insurance
plan. The advantage depends
largely on the firms opportunity
cost of capital. Buying whole life
insurance and investing the dif-
ference as compared to term il-
lustrates numerous situations.

The book may be obtained for $5
from Dr. Stuart Schwarzschild,
78 Carlton Dr., N.E. Atlanta, Ga.
30303. Dr. Schwarzschild is a pro-
fessor of insurance at the School
of Business Administration, Geor-
gia State University.
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Free insurance service for U.N. benefit
SAN FRANCISCO-A $250,000

all-liability policy, including earth-
quake and breakage coverage, pro-
tected the United Nations Bene-

fit Auction preparation activity
and remained' in effect through
the date set for the actual auction,

Oct. 24, UN Day throughout the
world.

The insurance was arranged by

Marsh & MeLennan Inc. here,
with no charge for the services
rendered, as part of their long-
time contributions to United Na-

tions efforts.

Fireman's Fund, Reliance and
Royal Exchange each participated
in the cover for one-third of the

liability.

ALL 126 United Nations mem-

ber countries, plus six "observer
nations" were invited to partici-

pate in the international art auc-

tion of "one object per country,
with each object having official
government sanction" of the coun-

try involved.
The Oct. 24 auction, at the Fair-

mont Hotel, included works from
83 countries and the Vatican. It

not only commemorated the 25th
anniversary of the UN but also

benefited UNICEF, the United
Nations International Children's

Emergency Fund.
"The liability involved in han-

dling fragile brt works, many of
them worth thousands of dollars

and some invaluable, was a bit

frightening," explains Patricia Di
Giorgio, program chairman of the
United Nations Assn. here.

"The auction and the show of

all the objects," Mrs. Di Giorgio
said, "has been a matter of diplo-

m a c y-on-a-shoestring. The UN

birthday celebration here last June
took all our funds, so we had to
ask for donations.

"MACY'S GAVE us their sev-

enth floor from Sept. 17 until the
auction," Mrs. Di Giorgio con-
tinued, "Butterfield & Butterfield
donated the warehouse space and
J. B. Wright, senior vp of Marsh
& MeLennan helped us with our
insurance problems."

Each object contributed by each
government was intended to ex-
press "the finest and most char-
acteristic qualiti'es" of that na-
tion's art and culture.

Czechoslovakia sent a Maria

Theresia crystal chandelier; Den-
mark a chair designed by Poul
Kjaerholm who is designing fur-
niture for the Kennedy Center for

the Performing Arts.
The U. S. entry was a piece of

Steuben glass enclosing a moon-
scape, a replica of gifts presented
to the moon landing astronauts.

The Belgian entry is a painting
by Paul Delvaux, considered that
country's most famous artist. Mrs.

Di Giorgio believes it worth as
much as $20,000. •

Monster insurance

Leaders of an American expedi-
tion hunting for the mysterious
Loch Ness monster, believed to fre-

quent one of Scotland's deepest
lakes, were insured for $12,500 at
Lloyd's against any injury caused
by contact with it. They were
explorer Jack Ullrich, and micro-
biologist Dr. St. Clair Strong.

Why Not Use Your
Own Cash ?Even with credit terms improving, money

is still expensive. The burden of debt can
be eased in many cases through improve-
ments in your insurance buying practices.
An analysis of your corporate risks may
provethat somecan be safely self-insured.

Alexander & Alexander's risk analysis can
eliminate unnecessary insurance costs by
separating those risks with the greatest
spread and most favorable loss experi-
ence from those subject to catastrophe.
Thiswhollyirhpartial and unbiased assess-

ment will determine which risks should or
need not be insured.

Professional loss control, claims adminis-
tration, and guidance in claims reserving
can improveyourcostsandyourcash flow
- now-when you need it.

And we can plan proper protection against
the catastrophe which you can't afford to
have uninsured.

ALEXANDER & ALEXANDER
INCORPORATED

INSURANCE BROKERS

Consulting Actuaries Average Adjusters

Everywhere In The Free World
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Kloman and Jones have ideas and will-travel
By STEPHEN GILKENSON Inc His senior partner and vp is is more financial management, 20 years has been X," he added,

Mr Jones that is, how can you cover the noting that simple projections can

In a day when new risk man- risk and ignore insurance" tell a company what that compa-

DARIEN, Conn -Two young agement concepts seem to be "Our feeling," Mr Jones went ny's experience in the next 20
and vocal members of the risk on, 'is that most insurance com- years might be and what it can

struggling against more historic
management piofession have left insulance traditions, the princl-

panies today are getting out of safely assume itself
their employers and set up their the insurance business They are Risk Planning Gioup has re-

pals of Risk Planning Groupown financial I isk management collecting premiums and using ceived substantial financial back-
(RPG) believe they have some-

consultant firm here Ttey are a that income to diversify into the ing from Ingiam, Armistead,
thing unique to offer corporationsbullish pair and are likely to be broader financial services area Wallace Inc, Nashville, which

telling clients there are alterna- that are looking at theii insur- Or they are investing those pre- Mr Kloman describes as "an ag-
tives to the time-honored tradi- ance costs and learning they are miums poorly Why should your gressive international brokerage
tion of insul ing coiporate risks merely trading dollars and pay- h However, he emphasized,

ing for losses before they occurby paying premium dollars to ln-
if company pay premium dollars house "

out of cash flow to an insurance "we are wholly autonomous and
suiance companies

Said Mr Kloman "To my /It, company, which ties those dollars will dictate our own policy
The two are H Felix Kloman, knowledge we are one of the first up in reserves, when you can According to Mr Kloman and

formerly an assistant vp in the firms that approaches risk plan- better use the money yourself Mr Jones, the goals of the new
consulting division of Alexander ning entirely from a risk man- a You pay X number of dollars for company will "seek to go well

& Alexander, New York, and agement point of view, rather H. Felix Kloman insurance and employe benefits beyond the groundwork laid by
William J Jones III, who was than from an insurance stand- The plemiums you pay are a per- insurance companies, insurance
assistant treasurer of W R Point " broader financial tackground, is cent of earnings and in many brokers and insurance consult-
Grace & Co Mr Kloman is now a little more bullish than his cases 15% to 20% of earnings ants "
pi esident of Risk Planning Group MR. JONES, who has the partner + Said he "Our approach Your loss experience for the last FOR EXAMPLE, RPG will

seek to becorne as diverse an or-

ganization as possible Principals
/4 4,-4.4 / (one more senior principal is yet

. to be hired) and associates must
Z

2* be from the ' broadest possible
background of education and ex-

V

-f"/Jt
i perience " The company has a

board of advisers that includes

several of the more respected risk: ' :1>3%*4-- - - :505:
. managers now working for U S

Si 4  44, corpoi ations Also on that boardk '.:'yx Sj@ff'5 '
. V

17 i is Herbert S Denenberg, Loman*\226.-CA
I t

professor of insurance at the
Wharton School of Finance and

Commerce, University of Penn-
sylvania Other academicians are

..

,
also being sought as advisors

In addition, Mr Kloman point-
-

t

. t
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William Jones III
i
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ed out, the fitm will maintain
. d.

41 .
..E. objectivity by working on a fee

i , 8.3 basis only No income will be
-. derived from broker or insurance

%.

company commissions.
It is safe to assume that Risk

Planning Group will be attempt-
ing to bring together two man-
agement concepts that for some
reason have historically escaped

4

each other That lS, financial
Y management as an important ele-

ment of risk management
"Risk management is a func-

I tion of financial management,
Mr Kloman declared, accenting
is "It makes no sense to divorce

one from the other Here, let me
use an analogy.

"AN INSURANCE policy is

At Frank B.Hall, itdoesnt matter that youre nothing more than a line of credit
under which certain sums may be
used under certain conditions and

the International V. P. Youstill answer yourown phone. for a certain fee (premium)
Once you have accepted this the-
sis then you've got to look at
insurance along with all the other

Ask James Stathakos. He's International Vice insurance program or an established leader in Amer- financial media that are available

President of Frank B. Hall, one of America's largest ican business who wants more efficient service, give us to you

insurance brokers. Yet when our clients from Tokyo, a ring. And talk directly to a V. P like James Stathakos For instance, he went on, "I

Kuala Lumpuror London call, Jim answers hisown phone With this kind of company policy, it's not so had lunch today with the treas-

It's not that we're short on secretarial help. Just easy to be an executive for Frank B. Hall But's it's urer of a small company that
needed, or thought lt needed, a

that we believe In personal service. Like having one great to be one o their clients. $15 million errors and omissions

account executive responsible for every phase of your insurance policy They were find-
Avercge Adiusters-Emplowee Benefits Consultants-Acluariesprogram, from risk analysis to claims settlement. So ing it impossible to get the first

$1 million of coverage I suggest-
you don't have to make a dozen calls for your different 67 Wa I Street. New York, N Y (212) 944 3300 and offices,n Chicago,

Los Angeles, San Francisco. Oakland, Portland, Ore, Seattle, Anchorage, ed some method of funding for
insurance needs.

Honolulu, London, Oslo, Hong Kong, Adelaide. Brisbane, Melbourne, the first $1 million

If you're a new business looking for a total per,h Sydney • Service Focilities Throughout the World "Then I thought about lt A $15
million loss wouldn't put this
company under Their maximumFrank B.Hall&Co.,Inc.: the insurance brokers you can talk to. Continued on page 33



Blue Cross official asks

management to stress
remedial approach

CHICAGO-The voice of man-

agement, and employe benefit
management, will be "a funda-
mental influence" in whatever

shape a national health scheme
might take in the future, accord-
ing to the head of the Blue Cross
Assn., who urged management to
support the "remedial" approach
to improving that system.

"We are capable of delivering
the finest health care in the
world," said Walter J. MeNerney,
president of the Chicago-based
association that represents the
nation's 75 Blue Cross plans.
"But," he added, "we are not
putting the pieces together in a
way that makes sense to the con-
sumer and this is a problem of
bringing management know-how
to a field that has been dominat-
ed too long by clinical considera-
tions."

Mr. MeNerney spoke to the an-
nual American Management Assn.
employe benefits and insurance
conference at the Drake Hotel
here.

Mr. MeNerney spoke of several
"myths" being fostered on the
public regarding medical care.
However, he did admit that the
present health system "is so frag-
mentated that it is not a system
at all"

THE BLUE Cross Assn. official
declared that "it is now time to

enunciate national health goals
so that the biLlions (estimated by
him to be in the neighborhood of
$70 billion annually) we are
spending are channeled into the
most productive channels.

"For the cost of one heart

transplant, which leaves the pa-
tient with a dubious future, we
could put a student through
medical school," he said, adding
that such alternatives suggest the
tough questions that must be
confronted and they call for the
establishment of priorities at the
highest level of our national gov-
ernment. "The magnitude of the
job to be done is beyond the
capacities of the public or private
sectors alone. It will require the
concerted efforts of both sectors."

Speaking of the many national
health schemes being supported
and opposed by differing inter-
ests, Mr. MeNerney said:

"As I see it, none of the cur-
rent national health bills now
being discussed will be passed in
their present form," he said, not-
ing that he was not in favor of
any of them. "Our current health
care system is simply not geared
sufficiently to health and the in-
adequacies are becoming too much
to bear in emotional and econom-
ie terms. The infusion of profes-
sional management can redress the
situation."

THE BLUE Cross Assn. head
said that for any proposed sys-
tem to work it should consider

eight basic criteria. They are:
• Provide access to all Amer-

icans, rich or poor;

Apple claim no good
Damage claims for sonic boom

"shake-up" after the Concorde
002 made trial flights over Brit-
ain recently included a farmer
who complained that it had made
all the apples fall off his trees,
and a Scotsman who sought pay-
ment for repairing ceiling tiles
that fell off his bedroom. The

farmer lost his claim, but the
Scotsman won his appeal to get
60 cents for the tube of glue he
used to put his house back to-
gether.

• Provide for public and pri-
vate financing;

• Permit ccnsumer choice of

different types of providers, such
as group practice: prepaid plans,
private insurance and private
physicians;

• Earmark funds to promote
a more efficient delivery system;

• Encourage inn)vation and
change through incentives;

• Provide ecor_omic and pro-
fessional motivation and satisfac-

tion to health Professionals;
• Provide for utilization stand-

ards and controls;
• Provide for consumer par-

ticipation at all levels. •
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Notall bargains are bargains.
Insurance outfits are very much

like umbre:las.

The best do not come cheap.
And it's how well they keep you

covered after you have bought them
that counts.

Whether you insure your person. lt may cost a trifle more.
your business (big or small), or your But that is why you can rely on
employee benefits with us - you are the red umbrella of The Travelers to
assured of our continued service protect you a great deal more thor-
after you have selected the protec- oughly than the average run-of-the-
tion you need. mill umbrella.

The Davelers Insurance Company. We think you have enough to worry about.Financial and In•,uran:e Planning
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COSTS OF ACCIDENTS, 1969

opinions letters
Lost wages 1 .

(This column is a i eaders' for-

Beyond the election um Letters are welcome Address

Medical, hospitai costs Letters to the Editor, Business In-

W E WERE ASKED the other day to comment on the implications surance, 740 Rush St, Chicago, Ill
1 60611 )

of the 1970 election results for the insurance industry and ltS

customers That's a tall order for anyone who ham't got a clear crystal Insurance overhead costs
4 Warsaw pactball, but certain of the results have meanings that are not difficult

to read To the Editor In your article

Regardless of how President Nixon sees the philosophical makeup Property damage' "Airlines must now seek war-risk1 1
of the new Congress, the fact remains that Democrats retained control liability cover" (Sept 28), you

mention that 85 international air-
of both House and Senate and will, therefore, organize both bodies

lines operate under the Montreal
and head major committees Several Congressional committees are Time lost by workers

agreement Which well-known
already investigating and drafting legislation that will have a vital

1 lines still operate under the War-
impact on the future of insurance and corporate insurance buying

0 2 4 6 8 saw pact') Where do chartered
The massive Ieelection victory of Sen Philip A Hart (D -Mich ) airlines fit in 9BILLIONS OF DOLLARS

returns to the Senate one of the most persistent voices for reform of Bernard L. Goldman

the insurance Industry thi ough federal legislation Sen Hart, who got ' Wright Department Stores,

67% of the vote in Michigan, can be expected to continue his Cleveland, 0
Accidents last yecr took a toll of $25 billion, divided among cate-

investigations and to press for adoption of federal laws in such areas gortes of losses In this graph "Time lost by workers ' represents Editor's note There are prob-
as no-fault auto insuiance and prohibition of artificial state law the money value of time lost by workers who were not Iniured ably none that any Amencan pas-
barriers against mass-marketed insurance but were indirectly or directly involved in accidents The property senger Would recognize, for all

Sen Warren G Magnuson (D -Wash ), who was not up for reelec- damage figure includes $4 3 billion lost in motor-vehicle accidents airlines that aTe licensed to touch

tion this year, can be expected to continue his Senate commerce and $19 billion worth of property destroyed by fire down in this country must be sig-

committee investigation of other ills In the insui ance industry 1nclud- Source National Safety Council nators to the Montreal agreement

The same ts also true of charter
ing carrier insolvencies, a problem that some legislators feel should be

airlines It would be well to Te-
tackled at the federal level through the creation of an insolvency fund

the established tradition of state insurance regulation member when traveling on do-
to protect policyholders and claimants One thing is clear The election of 1970 did nothing to dampen mestle Imes overseas that the

Another winner this year was Sen Harrison A Williams (D -N J), consumer and legislative interest in looking into problems related to the Warsaw pact apphes zn some cases,
chief sponsor of a federal occupational health and safety law now insurance industry If anything, those legislators who have evinced and m others it may have been
pending Advocates of the bill say they will seek its passage as a

interest in such problems had their concern ratified by the voters modified by the Hague Protocol,
which dolit*ef the $8,000 hmits of"memorial" to Sen Ralph W Yarborough (D -Tex )„an early support-

er of U S occupational health and safety regulations who was defeat- the Warsaw pact

When the question was put toed in the Democratic primary by Sen -elect Lloyd Bentsen Adoption

of U S work safety regulations would have a major impact on a Thoughts from the FBI an aviation znsurance expert in

New York, he said there ts no
number of industries whose workers would get additional safeguards substitute for a good travel-acct-
against work injuries and work-related diseases

rn HERE IS considerable food for thought for corporate executives dent policy when travel:ng abroad
Reelection of Rep John H Dent (D -Pa ) gives him another two

JL charged with preserving an insuring life and property in the annual Liability Judgments in thig coun-
years to press for passage of legislation governing vesting, funding tl'V are averaging $200,000 perreport of the Federal Bureau of Investigation
and portability of pensions and profit-sharing plans passenger-inchiding men, women

In almost every area of ltS wide responsibilities, the FBI reports and children-and no internation-

It is difficult to draw accurate conclusions about the impact on increased criminal activity and greater demand for its services On the al agreements have vet to come
insurance likely to develop from the turnover of 13 gubernatorial positive side, the 1970 report reflects the continued effectiveness of close to this in limits
seats from Republicans to Democrats Democratic office holders are the bureau in combating crime It conducted investigations that
typically more responsive to the wishes of organized labor which now resulted in 13,245 convictions, a 96% conviction record for those
wants legislation and regulation conducive to mass-marketed insur-

Revised information
persons brought to trial This conviction figure was up 18 % over the

ance programs which may soon become part of union contract
previous year To the Editor With regard to

demands your lead article (Oct 26,1970)A look at some specific areas of the FBI's major criminal investiga-

There is, on the other hand, no strong evidence that insurance tions reveals the importance of the bureau's work to corporate risk concerning the Wichita Stat6

University plane crash eithercommissioners appointed by Democrats are any more vigorous about managers and the insurers who provide them with coverages to your publication or Pat Thomas
regulating the industry than are Republican-appointed commissioners protect the value of property and life Consider these items of the Civil Aeronautics Board
Strong commissioners in New York, California and Michigan are • Reported violations of the Federal Bank Robbery and Incidental erred in the statement "The only
Republican appointees Many commissioners come from some arm of Crimes Statute chmbed to an all-time high of 2,786 during the fiscal time an insurance requirement
the insurance industry, anyway, and can be expected to carry on in year. Included among these crimes were 2,040 robberies, 592 burgla- for air taxi operation is made is

ries and 154 larcenies During the year the FBI located 641 fugitives if the company has a special ex-
emption from the board to flybusiness insurance in connection with these crimes

larger planes " A "large" plane• FBI agents have long been responsible for investigating certain
by CAB definition is an aircraft

crimes committed aboard American vessels as well as certain viola-
whose maximum certificated

for blayers of emplove, property and habtlity protection, tions which deal with shipping In this area, 33 convictions were take off weight is greater thanpension mvestments, imanclal sernces obtained during the year and 22 fugitives were located And, expect- 12,500 poundsG D CRAIN, JR , Chairman S R BERNSTEIN, President
ALFRED MALECKI, Publisher RANCE CRAIN, Ed*tonal Director edly, an area of mounting FBI activity involves the investigation of Under CAB part 298 economic

RICHARD C BJORKLUND. Editor STEPHEN D GILKENSON, Eastern Editor crimes committed aboard aircraft, including aircraft piracy, intimi- regulation 574, effective July 1,
Associates New York-GEORGE R LANGWORTH, PATRICK A THOMAS, Chicago dating or threatening members of a flight crew and its attendants, 1969, the insurance requirements
-TERESA NORTON Wash*noton-STANLEY E COHEN San Fiancisco-KENNETHR MACDONALD Hartford-ALLEN M WIDEM Minneapohs-ROBIN MENZ assaults, indecent exposure and certam other forms of misconduct became mandatory for air taxi
SUHRBIER Editonal Assistant Chicago-MICHELE MADDOCK Correspondents m While the FBI gained 31 convictions during the year, it reported that operators using light (under 12,-
ali prrneipal cities JOE FARACI, Art Dtrector 500 pounds) aircraft as wellContributing Editors DONALD BERRY, vice president, C B Lilly Inc, East Or- fewer aircraft were hi] acked to Cuba than in the previous year, but
ange, N J JOHN W GILES, attorney-at-law. Washington, D C CHARLES LEVIN- Although the Wichita State

there was an increase in violent acts aboard aircraftSON, insui ance manager, Port of New York Autholity ELLIOT BEIER, manager Martin 404 was a heavy aircraft,
of pension and profit-sharing services, Nuveen Corp, New York J E BENOIT, • Embezzlements and fraudulent misapplications of funds of finan- most air taxi operations by farJ E Benoit & Assoc, St Leonaid, Quebec CARL J VOGT, supelv,sor of work-
men's compensation. General Tire & Rubber Co, Akron HOWARD L PECK Cial institutions regulated by the Federal Reserve Act and related are in light single and multi-en-
partner, Hewitt Associates, Libertyville. Ill BION H FRANCIS, manager of
benefits planning. Colt Industries, New Yok k J P OLSEN, assistant counsel, statutes resulted in the fantastic total of 4,125 investigations of gine aircraft, and I feel your
Ingersoll-Rand Co New York NED MILLER, partner, Romm, Miller & Lazarus, thievery amounting to $727 million Duririg the period the FBI gained readers should be accurately in-
New York JAMES J ANDERSON, insurance manager, Squibb Beech-Nut Inc,
New York HAROLD A CLARK. manager-planning. employe benefits. Sperry 712 convictions for acts of embezzlement formed on this important point Of
Rand Corp, New Yek JOSEPH GULLO vice president of insurance, D H • More than 3,600 convictions were obtained under the Interstate applicable coverage requirement
Overmyer Co, New Yoi k PAUL C JOHNSON, insurance manager, Sea-Land
Service Inc, Elizabeth N J M REX PEARSON, insurance manager, Signal Cos, Transportation of Stolen Motor Vehicle Statute The value of vehicles Jay Lavenson

Los Angeles ROBERT ABRAHAMSON, insurance manager Control Data Corp, Vice President, Harlan Insur-
Minneapolis, WILLIAM J JONES III, assistant to the treasurer, overseas chemical recovered was more than $52 million Under the statute prohibiting

ance Services, Philadelphia, Padivision. W R Grace & Co, New York interstate transportation of stolen property, the FBI recovered securi-
Advertising ties valued at more than $21 million Updating informationDistrict managers New York-CHARLES A HORVATH, THOMAS J O'MARA

Chicago-ROBERT L NlESSE • Of special interest to us was the FBI's report on its actlvltles
Los Angeles-DENNIS KOCH under the National Bankruptcy Act, an act thet should be applied to To the Editor· We enjoyed the

Southern representative-WILLIAM B CARR,
2500 N E 48 Lane. Fort Lauderdale. Fla 33308 insurance companies which are now exempt f. om its provisions "FBI article by Charles F Levinson

Assistants BERNICE STETLER, RITA D SIEGAL
investigations in this field continue to unco ger instances of hoodlum that appeared in the Perspective

Published by Crain Communications Inc , Chicago, publisher of Advertising Age, Intrusion Into legitimate businesses for th 2 purpose of fraudulently section of the Oct 12 issue of
Industrial Marketing. Advertising & Sales Promotion Mnrketing Insiohts Business Insurance on "Pools
M A HARTENFELD, executive vice-president RANCE CRAIN. KEITH CRAIN. planning bankruptcies," the report says "Once in control, the scam

Why they exist, what they of-

J J GRAHAM, J V O'GARA. S E COHEN. D J CLEARY. JR LOUIS  operators rapidly dep_ete the assets (of the company they take over) " fer "DEMARCO, ALFRED MALECKI, WILLIAM STRONG, 1nce-presidents G
CRAIN. secretary and treasurer J H TERRY, asststant secretary and asmstant We have reported on. several Instances of 44seram" operations within In the interest of updatingtreasurer Cable address CRAINCOM

the insurance industry, but unfortunately the FBI has no present your Information on Improved
Published at 740 Rush St. Chicago 60611 ( 337-5200) Offices at 630 Third Ave New jurisdiction over such cases Risk Mutuals, we should brmgYork 10017 (YU 6-5050) . National Press Bldg . Washington, D C 20004 (RE 7-7659).
1018 Fisher Bldg Detroit 48202 (TR 2-7211), 6404 Wilshire Blvd Las Angeles I Pilferage, burglary, embezzlement, robbery and fraud involving the following to your attention
90048 ( OLive 1-3710) , San Francisco (GR 4-8532). Fort Lauderdale (771-8242)
45 cents a copy $10 a year in US, Canada and Pan America Elsewhere $4 a year interstate shipments engaged the FBI in investigations that resulted ln • Improved Risk Mutuals is now

ex tia WILLIAM STRONG, circulation director ROGER DIGREGORIO, subscrip- 1,013 convictions and savings and recoveries of more than $15 1 comprised of 17 fine mutual eom-
tion manager Four weeks' notice required for change of address Address all sub- panies, the Merchants Mutual In-
scl iption correspondence to subscription manager, Business Insurance 740 Rush million

Street Chicago Illinois 60611 surance Co of Buffalo having
The scope and effectiveness of the FBI m these criminal areas joined the group on Dec 1, 1969.60 covered by federal laws obviously benefits corporate insured and their In addition to our member com- Member of Business Publications Audit of Circulation ASP insurers That's why the report iS food for thought Continued on page 30
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insurance is
Consolidated knows how you feel. We think in- business-and your business alone-you, your
surance is hell, too. And there isn't very much agent and our underwriters know that you're
we can say in an ad to make it any easier. adequately covered. And, what's more, that you

Mind-boggling questions like "Do I have the
can afford to pay for it.

right kind? The wrong kind? Enough? Too much? How can we go to these lengths without
Too little? Says who?" are going to be mind- charging you an arm and a leg? Simple.
bogglers no matter what we say. We don't throw away your premiums on

But this much we can offer here in the way fraudulent claims and jacked-up losses.
of reassurance: And we work harder than hell to prevent

We're the kind of insurance company who claims and losses.

recognizes the fact that you and your business Which is why insurance can be hell for an
are unlikeanyother businessmanand business insurance company like us that works hard at
in the world. doing it right.

Which makes us one of the few insurance But you know, after more than 40 years in
companies willing to stick up its nose at pre- the business, we just don't know how to do any-
fabricated insurance plans. thing else.

Because we customize your policy for your - Ask your agent and broker how we're doing.

Consolidated Insurance Companies
345 Adams Street, Brooklyn, New York 11201

When you need a company. Not just a policy.

r/fr
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beneitt tax slants

Tax Reform Act: A rundown on the

more significant changes wrought
By JOSEPH S. ROBINSON the tax rate applicable to earred current and deferred pay fcr em-

income. For the year 1971, :nis ployes-particularly for higher
WASHINGTON-This is the ceiling is 60%. For 1972 and lat- income executives-as a tax an-

first of three articles on some of er, it is 5095. tidote. Many consider pensi,ns as
the more significant changes The new provision thus rar- a form of deferred wages if not a
brought about by the Tax Re- rows the spread between long- savings plan. And so if thei. tax
form Act of 1969 and how it term cagital gain (which =vill advantages are materially cut
affects employe benefits. Subse- have a top rate of 35%) and down. the popularity of such
quent stories will appear in Busi- compensation. This could mzan plans can likewise be reduced:
ness Insurance between now and that high price executives r ay What changes did the Tax Re-
the end of the year. prefer more cash on the line in form Act make with reg:rd to

Tax ceiling on earned income: place of pay deals which tend to qualified retirement plans?
One of the fundamental changes postpone saxation. Lumpsum distribution from

under the Tax Reform Act of Pension and profit-sharing profit-sharing or pension plans
1969 could alter compensation plans: Years ago, employe benefit will be taxed differently. For-
patterns. It provides a ceiling on managers developed a mix of merly they were treated as a

t

.

long-term capital gain. But now,
company con:ributions will be

taxed as ordinary income when
turned over to rhe employe.

The new rules cnly affect com-
pany outlays starting in 1970.
Thus, that part of the payout
which represents employer con-
tributions before 1970 (and all

appreciation and earnings on
thern), will retain capital gains
treatment, as tefore.

There is a special favorable

seven-year averaging provision
which could help employes. Also,
qualified plans can provide for
annuity payouts in lieu of lump-
sum distrioution. In that way,
the sax burden coz-ld be eased.

AN EXAMPLE of how the tax

rules compare under the old and
the new law fellows:

Old Law: Mr. Johnson retired

in 1969 and was paid $500,000
under the cimpany profit-shar-
ing plan. Mr Johnson could elect
($250,000) in his gross income

W'NE*mommth'*DWEBrims:,FBS/'pbolta,
0317Btlae@111*=alim#059(EEm!,miE6

[[f9@!ill)Dil®|%i1@%11BRB@D* -
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and pay the tax at ordinary rates
or he could choose the alterna-

tive tax and pay a flat 25% on
the full $500,000. Obviously, he'll
pay whichever is lower-after
doing some calculating.

New Law: Mr. Johnson retires

in 1978 with a $500,000 lumpsum
payment from the profit-sharing
plan. Of that amount, let's say
$100,000 represents company

contributions for the years 1970
and after. Thus only $400,000 is
eligible for capital gains treat-
ment. The $100,000 is taxable as
ordinary income. But in figuring
the tax on $100,000 Mr. Johnson
can take advantage of the aver-
aging rule which means that 1 /7
of $100,000 or $14,286 is subject
to tax. The resulting tax will
then be multiplied by 7 in order
to find the full tax.

Non-qualified deferred com-
pensation: The long-term contrac-
tual deferred pay deal was de-
veloped pursuant to arrangement
between the company and the em-
ploye. The corporation usually
agreed to pay the executive a
stated sum of money during a

stipulated period of time. In re-
turn, the executive agreed that
during this time period, which
would generally start at retire-
nnent ( when taxable income

dropped off and the tax bracket
would be lower) he would be on
call as consultant and abide by
other contractual conditions, such
as not engage in a competing
business, etc.

Then in 1960, Internal Revenue
set forth guidelines for deferred
compensation in Rev. Rul. 60-31.

The Service stated that an em-

ployer and employe could agree,
prior to the time the compensa-
tion was earned to defer compen-
sation to a later date. The tax on

such income would similarily be
put off until the income was paid
out. No conditions were neces-

sary.

Prior to passage of the new
Tax Act, the tax compensation
plans were favorable to both
company and employe-provided
the agreement was not funded.
Of course, the employe had to
rely on the naked promise of the
company. As a matter of prac-
tice, many companies would
voluntarily purchase a cash value
insurance policy on the life of the
employe. The latter would not be
hit with a current tax on the

premiums; but he had no rights
to the policy. The employer could
not deduct the premium cost.
However, the employe would be
taxed at retirement at ordinary
rates when he received payments
in accordance with the agree-
ment. (I.R.C. See. 61(a) ). The

employer received a tax deduc-
tion at the time payments were
actually made (I.R.C. Sec 404

BUT WATCH OUT! Deferred

compensation could result in a
bunching of income in one year
unless the setup is carefully
planned. In one recent case, the
employer agreed to insure the
employe for a large amount, the
premiums representing deferred

pay. When the employe subse-
quently quit his job, the employ-
er turned the policy over to him.
Result: He was hit with a tax on

the cash surrender value of the

policy in the year he quit.
(Centre 55 TC No. 3).

The funded deferred compen-

sation arrangement had different
tax consequences prior to the
new Tax Act Here, the employer
would back up his promise by
putting money or property either
in escrow or in an irrevocable

trust. The company could take a
current tax deduction for its con-

tribution. But the employe's en-
joyment of his security through
the nonforfeiture of his rights
was gained at the cost of a cur-

Continued on page 35



Dentists

are offered

new cover

HARTFOR D-The Hartford

Insurance Group has announced
DDS Pak (Dental and Dental Ser-

vices Package Program) for the
dental profession.

All dentists, regardless of spe-
cialty, are eligible for coverage.

It is noted that nearly 100,000
dentists worked in the $3.5 bil-
lion dental services field last

year. Moreover, because of the
increase in the nation's popula-
tion and growing concern for
better health care, technology is
improving.

In addition, unlike some pro-
grams that have been designed
for various professional groups,
the DDS Pak is not a single, rigid
policy; rather it is a basic special
multiperil program.

PROFESSIONAL liability for

dentists and premises liability for
dental offices can be insured in a

single, combined form. The pre-
mium for this combined form is

based on a single charge, which
also includes coverage for addi-
tional interest of employes. Sole
other charge is made for em-
ployed dentists.

Fire damage liability to $5,000
is provided for practitioners who
are tenants in a building. A sin-
gle, all-risk form to provide in-
surance for the dentist's business

property may also be included.
This is the Hartford group's new

dental equipment floater form. Re-
placement costs for dental equip-
ment can be provided in conjunc-
tion with this all-risk coverage.

Partnership professional liabil-

ity is another part of DDS Pak,
on the provision that all partners
participate in individual cover-

age. A personal umbrella con-

tract ( called Excess Indemnity
Pak) can be added as an option
under the DDS Pak.

DDS Pak is available in 36

states at present, Business Insur-
ance was told.

Because of existing state laws,
it will not be offered in Hawaii,
Missouri, North Carolina, Oregon,
Texas or Virginia. The Hartford

group has filed for approval in
the other eight states. •

Cou/d /ose

SAN FRANCISCO-This city's

self-insurance fund may lose $1.5
million if a court order stands,
granting that sum to the legal
firm of Lowenthal & Lowenthal

for the firm's services in recover-

ing taxes lost to the city through
the misconduct of convicted for-

mer city assessor Russell Wolden.
Retired Court of Appeal Jus-

tice A. F. Bray who served as
trial judge in the case, wrote in a
memorandum opinion that his

earlier award of $350,000 to the
attorneys was "not reasonable."

Instead, Judge Bray declared,
"the law firm should get a flat
15% of any tax monies recovered
by San Francisco."

Since $9,972,293 has been re-
covered to date, the Lowenthal &
Lowenthal fee would be $1,-

495,844. Another $66,406 may yet
be recovered and the same per-
centage would be applied.

When Mr. Wolden was tried

for bribery and conspiracy in
connection with under-assess-

ment of San Francisco property,
Morris Lowenthal filed a suit

against the city, demanding that
it move to collect the taxes lost

through Mr. Wolden's miseon-
duet. •

66When I was a kid

I built a raft.

And it swamped"

"This year, we'll place hull coverage on

587 ocean going vessels" Dick Mittnacht says,"A creaky
raft on a choppy lake was my first marine risk The

ones we handle now are bigger"
Dick Mittnacht helps run Johnson & Higgins' Ocean Marine

Department He may work on insurance for a 30,000 ton
containership A supertanker Or a fleet of ocean going tugs

Dick says, "Today's specialized ships are revolutionizing the

shipping industry They're getting bigger The risks are getting more

concentrated You have to be a specialist to get these superships insured"
What's true in shipping today is true in every other industry

Your own included Johnson & Higgins has offices in major cities

here and abroad Call us We'll make your insurance work for you

Johnson & Higgins

the shipping industry's insurance broker
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ion¢lon line

Oil companies tighten security after
threat of possible super-tanker heist

LONDO N-Underwriters at

Lloyd's have been given a secret
warning that Middle East gueril-
las may try to hijack a super-
tanker.

It is reported here that major
international oil companies are
taking extra precautions against
possible attacks of this kind. The
warning has gone out to 70 mem-
bers of Lloyd's Marine Under-
writers' Assn, but it is stressed
that it is mainly a precautionary
measure, as it is assumed the oil

firms were alerted to such a

threat after the guerrillas hijacked
four airliners in quick succession,
and have already put their secu-
rity operations in order.

Suggestions that guerrillas may
try to use a task force, complete
with armed gunboat, in the Per-
sian Gulf are circulating among
insurance men.

LLOYD's LIST, the daily
newspaper published by Lloyd's
for the shipping and insurance
markets, quotes oil companies in

New York as confirming the re-
ports, but adds:

"They are reticent to comment,
as no one wants to draw particu-
lar attention to such a situation.

One oil company says it has re-
ceived enough hints from various
sources to be pretty sure it is a
real threat. People in the know
are said to think it is a distinct

possibility."
With tankers costing up to $25

million, just as much as a jumbo
jet, there is natural anxiety that

they could be the target for the
next move by Palestine freedom
fighters.

Both the American and British

governments are reported to have
warned oil companiesto be on
their guard for such an attack.

***

BRITAIN is expected to sup-
port proposals to impose strict
liability up to an unbreakable
$100,000 limit on airline carriers
at the Montreal convention called

by the International Civil Avia-
tion Organization for February of
1971.

During a sympcsium on this
scheme at the Royal Aeronautical
Society for lawyers, insurers and
carriers, Judge Eustace Roskill
said that if countries renounced
the Warsaw convention it would
be a disaster for world air trans-

port, Lawyer Arnold Kean, from
the government's trade depart-
rnent, agreed that airlines were
pressing for an unbreakable limit

Cable: WANDATATE

WOHLREICH & ANDERSON, LTD. Telex-Domestic: 12-5583

Telex-Int'I: 620269

55 John Street, New York, N.Y. 10038

Telephone (212) 349-3020

To The Professionally Oriented Agent:

/tWe have been so busy " growing during the last ten years I must
confess we have not done a top grade job of over-all communications. A
series of letters in this space will tell you who we are and what specialty
classes we recommend for making money and inc reasing professionalism in
the decade ahead.

W & A with all of its branches and correspondents in every state is
part of HOWDEN' S, a London based international organization which dates
back 150 years to 1821 when Alexander Howden travelled down from Scotland
and started an insurance business. Today there is a world-wide network of
1400 employees with insurance activities in exry counsry: countless reinsur-
ance treaties, capacity arrangements for property, casualty, marine and aviat-
ion, underwriting agencies, company operations, management of Lloyd's syn-
dicates, placement experts in every field.

On this side of the Atlantic,W&A itself has strong underwriting
facilities and a close working relationship with major American markets.
Placement possibilities can be surveyed simultaneously abroad and here for
any line: unusual, difficult, capacity. Where economically feasible, larger
agents may establish a dual relationship: direct with HOWDEN' S in London
and W&Ain the U. S. A.

Our staff is long trained in layering limits, using deductibles and
aggregates, creating new approaches to problem business. They protect their
markets with intelligent, adequate rates to guaranty continuity of renewals.
They pride themselves in meeting the demands of the most exacting profess-
ionals in the business.

A MEMBER OF THE

Yours very truly,

B.J. Daenzer

President

HOWDEN SWANN GROUP

and that this was likely to be
adopted.

It followed expensive settle-
ments in American courts, *here
heavy compensation could be

claimed, he said. But he urged
that money awarded in damages

ought to go as far as possible to
accident victims and should not

be largely swallowed up in legal
costs if this could be avoided.

***

DETECTIVES were call@d

when Lloyd's of London got a
sudden $3 million dollar ransom
demand for Aristotle Onassis and

his wife Jacqueline.

They found that the pay-phone
caller, John Humphreys of Corn-
wall, England, had a delusion
that he could harness magnetism
to produce unlimited energy to
help humanity.

He wanted the shipowner to
back his invention, and threat-
ened to kidnap or kill him and
Jackie unless the cash was hand-

ed over.

The threat was taken seriously
by police, but Lloyd's insurance
broker, John Newnham, of Lam-
bert Brothers Insurance Ltd.,
helped them trap the caller after
finding that he was trying to con-
tact people handling the Onassis
shipping line's insurance.

When Humphreys admitted in
trial court that he had falsely pre-
tended he was speaking for Greek
rebels and that the kidnap plot
was a fake, Judge Alan King-
Hamilton decided the safest course

was to detain him for long-term
mental supervision.

*.*

MOVES TO REDUCE the

risk-factor in the transport of

nerve gasses have been recorn-
mended by Army scientists. They
urge that military trucks should
have only one vehicle carrying
such gas when proceeding in con-
von and that not more than 60 lb.
of the deadly gas should be car-
ried at a time.

The safety measures follow
governmental inspection of a
nerve-gas production plant in
Cornwall, which sends the gas
150 miles across Britain in trucks

to a biological research centre at
Porton Down.

But scientists are satisfied that

sea pollution off the Cornish
coast is unlikely to be caused by
the production processes, which
have special safeguards for waste
disposal arrangements.

**:

SECURITY MEASURES to

stop hi-jackers boarding interna-
tional jet-liners at London Air-
port have cost $3.5 million since
the bomb-scares threatened air-

lines two months ago.

The cost is being borne partly
by the State-cpntrolled British
Airports Authority and partly by
airlines using the airport.

Every British Overseas Air-
ways Corp. aircraft leaving Lon-
don is now equipped with a port-
able screening device for check-
ing passengers.

Scotland Yard has provided
special "anti-hijacker" squad at
public expense to supplement the
200-strong security force run by
the airport.

Canadian Transport Minister
Donald Jamieson praised the se-
curity measures adopted in Brit-
ain and said some of them might
be followed-up in Canada.

:**

FIRE INSURANCE rates for

many British business firms are
being raised by 10% so as to cut
out long-term underwriting
losses. The changes will come
into effect at the start of 1971

and are already causing risk
managers to review their com-
mitments. For they are being ad-
vised that if they can show better

Continued on page 26



Niggeman: Are 'super
risks' in public interest?

CHICAGO-For an industry
that has faced some husky line-
backers in recent months, and
stayed pretty much on the defen-
sive throughout, Louis W. Nigge-
man, president of the Fireman's
Fund American Insurance Cos.,
did manage to pull off one offen-
sive play here the other day.

He questioned whether compa-
nies contributing to the "super-
risk" problem were really acting
in the public interest.

In a speech to risk managers
attending the American Manage-
ment Assn.'s annual conference
here, Mr. Niggeman did point his
finger at a few corporate insur-
ance consumers when he said:

"Is there a point beyond which
the economic benefits gained by
further concentration of values
are outweighed by diminishing
social returns? Does a business
act in the public interest when it
creates a 400,000-ton tanker,
thereby exposing a tremendous
amount of natural resources in

ship and cargo loss in a single
stroke?

"INSURANCE can never re-
place those resources. In view of
society's concern for preserving
the environment and its re-

sources, I submit that these are
questions that managements must
ask themselves. And if they don't,
it is the risk manager's duty to
ask them," the San Francisco-
based insurance company prexy
asserted.

Mr. Niggeman also questioned
some current risk management
practices.

"We find many shortcomings in
our surveys of risks: poor house-
keeping, badly designed buildings
from a fire prevention or control
point of view, improper place-
ment of hazardous operations,
lack of ongoing safety programs,"
he noted.

Defending the insurance indus-
try's rating and pricing methods,
Mr. Niggeman blamed the auto

insurance situation for most of
the problems and public outerys.

NOTING THAT auto insurance
was an industry "loss leader,"
Mr. Niggeman told his audience,
"I would guess that some of your
companies have, at one time or
another, used loss leaders as a
means of generating profitable
business. But how many busi-
nessmen can use their major line
of business as a loss leader year
after year and expect to continue
to support other product lines? It
just cannot be done," he declared.

Touching on another frequent
subject at sessions such as the
one here, Mr. Niggeman said that
he agrees with the feeling of
those who believe there is no ca-

pacity "crisis" per se. "In a fi-
nancial sense," he said, "there is
no 'capacity problem. '" Rather,
he noted. it is more of a market-
ing problem; that capacity is
available but not everyone is

Discuss big ship risks
Risk problems faced by world

insurers over large ships were
discussed at Lloyd's of London by
delegates from the International
Assn. of Ports and Harbors. They
compared insurance rates and loss
experience of tankers and dry car-
go vessels, and examined the prob-
lems of premium rates for large
tankers. A. L. King, director of
marine terminals, New York Port
Authority, and E. S. Olcott, New
York Port Authority, were among
the group of experts taking part
in the discussions.

willing to pay the price. He did
admit, however, that "there are
several industries in which, for
one reason or another, buyers
cannot obtain all the insurance
they require.

But, he added, "often insurance
buyers are prone to equate the
availability of insurance with the
availability of insurance at their
price. That can make quite a dif-
ference. Everyone likes to buy at
the lowest price, but when the
buyer's idea of the right· price is
below the level at which the un-
derwriter can foresee a reasona-
ble expectation of profit, there
can be no sale-no capacity and
no market-at that price," he
said.

Risk managers must ask questions when their managements decide on
developing a new 'super-risk/' said Louis W. Niggeman, president of
Fireman's Fund.

"Here comes PEG"

Bill Pontius protects groups.
With par comp coverage. that is. Bill is our new Regional
Director of Safety Groups. in charge of all PEG's safety
group activities in the West. If they rated insurance men
the way they rate karate experts, Bill would be a black
belt. With ten years' experience in the insurance industry,
he can turn PEG's safety expertise into an outstanding
program for any business or industry group. Bill began in
1960 with Firemen's Fund in Los Angeles as a property
underwriter. In 1965 he joined Industrial Indemnity and
later was named executive special agent. He's a member
of the Fieldmen's Association and is a former property
insurance instructor for the Insurance Education Associa-
tion.Think about Bill the next time you are looking for cov-
erage After all, good protection is his job.
PACIFIC EMPLOYERS INSURANCE COMPANY / an INA CORPORATION company

Better benefits

won at Peabody
STAMFORD, Conn.-In-

creased benefits and higher
wage scales were won by
members of local 265 of the
International Assn. of Ma-

chinists at Peabody Engi-
neering here.

The ratified three-year
contract provides for a $162
monthly pension for workers
retiring after 25 years em-
ployment, nine paid sick
days a year, new accident
and disability benefits and a
compamy contribution to the
IAM Pension Plan of 15
cents an hour per employe.

Wages were increased by
19 % and a new rate scale
was set for 1972 ranging
from $3.13 to $4.82 an hour.
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Risk management to be in first rank
of decision-making: Harrington

CHICAGO-Frank G. Harring-
ton is a man much in demand as

a speaker these days. The vp of
INA Corp. is also chairman of
the Insurance Information Insti-

tute and as such has been kept
hopping around the country by
an industry that has lately
learned it has an irnage to pro-
tect.

But Mr. Harrington was whis-
tling a somewhat different tune
the other day when he spoke to
risk managers attending the an-
nual American Management
Assn. insurance meeting here. It
is a tune that is being heard with

increasing frequency these days,
although there still appear to be
many in the risk management
profession who wish it were be-

ing whistled more by their top
managements than by Insurance
Information Institute chairmen.

"The insurance man," Mr.
Harrington said of today's corpo-
rate buyer, "for too long has
been the low man on the corpo-
rate totem pole. In the past, in-
surante has been a last consider-
ation in most business planning
and in business decisions. Tomor-

row, it will be in the first rank of
decision-making.

"THE RISK MANAGER will
be increasingly responsible to ad-
vise his colleagues in manage-
ment of the risks they run when
'they ignore a growing consumer-
ism," Mr. Harrington declared.

"There is a militancy on the

Too old to work...

Too young for checkers

part of buyers and users and the

general public," he said, adding
that the problem wilI not go
away. "Our society is increasir_g-
ly oriented to technology, in-
creasingly dependent on the

technoeratic structure; increas-

ingly critical of old instituticns
(the establishment, and in that I
include the insurance industry)
and moving toward new life
styles. Product liability suits are
now running at better than
$500,000 per year and they tell
the tale of what all this means to

businessmen in general and in-
surance men in particular.

"The day will come, if it hasn't
already arrived," the INA vp

went on. "when a plaintiff's at-
torney will address this question

4*.

Compulsory retirement at age 45 501 Chemical con
trol of aging that dramatically increases life expectancv?
Developments like these will pose sweeping social, eco
nomic and medical problems How to fill the leisure
years? Who will pay the billsi Will there be a boom In
retirement communities?

These are a few of the problems we're thinking
about now. We re Marsh & McLennan.Industry's leading
employee benefit consultants We've specialized in the
complex, changing field of employee benefits for years.
helping solve the equally complex problems that
develop along withit

No matter what business you're in. if you plan
to be in it tomorrow. let us plan your corporate
benefit program today

Marsh & McLennan

Industry s leading insurance brokers

to a defenlant in a product lia-
bility case 'Was your risk man-
ager involved in the decision to

prcduce this product?' You can
wr.te the scenario for that. And

it's up to you to provide the hap-
py ending," he told risk manag-
ers.

"There are many of us who
consider that the risk manager
will be the next important step
in =he growth of modern business
management. The risk manager
coild be a tremendous influence

in industry. He could be the cat-
alys: between all phases of prod-
uct develipment from design
through manufacture, quality
control and the marketing cycles,
right through the warranty peri-
od."

NOTING THAT SUCH respon-
sibility migh: also have its re-
wards, the INA vp said that con-

struetive management of risks,
with the total company develop-
ment, growth and success contin-

ually in · mind, will also greatly
enhance the risk manager's ca-
reer. "Instead of finding that
their career paths are blocked at
a dead end in the treasurer's off-

ice, they will find upward mobil-
ity possible. All company presi-
dents started some place," he as-
serted.

While consumerism, ecology
and product liability are areas of
vital concern to both business

and insurance these days, Mr.
Harrington said that there are

three other often neglected areas
that should be considered just as
important functions of risk man-
agement. He referred to them as
the "famous or infamous three

A's-accidents, absenteeism and
alcoholism."

The industrial accident rate in

this country ( 2 million inj ured
annually and 14,000 more killed)
is appalling, he said. "Have we
been too preoccupied with 'insur-
ance' to think about safety?" he
asked. "One of the cold facts that

stares us right. in the face is that
it was Ralph Nader who aroused
the country to safety dangers in
automobiles; it was paintiffs' at-
torneys who were inquiring
about company safety programs.
The insurance business has a lot

of catching up to do," the vp
declared.

Another "buzz word" in busi-

ness and industry today is absen-
teeism, Mr. Harrington said. This
too should be a concern of risk

management, if only because ab-
senteeism and tardiness contrib-

ute to shoddy and defective work-
menship in products.

The third A, and one that is
closely related to the first two, is
alcoholism.

"ALCOHOLIC worker s-or
'proBlem drinkers'-cost their

companies $8 billion annually in
absenteeism, sick leave, wasted
time and material and accidents,"
Mr. Harrington said. "Addiction,
either by drugs or alcohol, is
thought by many to have com-
mon causes. Drug abuse by em-
ployes is a growing problem and
expensive to industry in turn-
over, absenteeism, poor work per-
formance, higher insurance rates,
thefts and blackmail. Thefts of

tools, office equipment and goods
amount to $2 billion a year to
support addiction," he said.

While industry is finally ap-
proaching the problem and while
therapy does work in some cases,
Mr. Harrington urged risk man-
agers "to get away from the 'sav-
ing someone' approach. Get away
from making moral judgements
and get that word to your com-
pany president," he said.

In rnost cases, the vp said,
there is only one way to deal
with the chronic alcoholic and
that is to fire him. He cited as an
example a study done in a
Boeing Corp. helicopter plant in
Pennsylvania that revealed that
65 men on the production line
"were identified as alcoholics.
Boeing just couldn't afford that
sort of thing," he sdid. •

Higher wage-benefit
packages in 70

WASHINGTON-The De-

partment of Labor reported
major union contract settle-
ments, covering 5,000 or

more workers, in the first
nine months of 1970 pro-
duced an average increase of
14.7 % in the first contract

year for the total wage-bene-
fit package.

In the construction indus-

try, the Department's Bureau
of Labor Statistics reported a
19.2 % first contract year in-
crease in wages and fringe
benefits.
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Whether it be for eir Broxodent®
electric toothbrushes or any of a
score of other products, the
Squibb Beech-Nut name is known
throughout the world.

Because of the nature of its

products Squibb has to know the
markets thoroughly. And know its
customers. And being oriented
to the local markets, they had to

AFIA

WORLDWIDE INSURANCE

0
*r

Beech-Nut
AFIA?

have their capabilities match*1 by
an insurance underwriter who
knew the local markets too, but
from an insurance point of view.
One that had experienced and
knowledgeable people who knew
their way around.

That made it imperative that
Squibb and its brokers work with
a worldwide insurance organiza-

9* f

i':
4

tion that could match its opera-
tions wherever markets appeared
that offered promise.

It isn't any wonder that they
chose AFIA. With more than 3,000
people and operations in over 80
countries, AFIA could meet their
needs everywhere. Just as AFIA
does for 87 of the leading 100 U.S.
companies operating abroad.

World Headquarters: 110 William Street • New York, N. Y. 10038
U.S. branch offices: Chicago • Dallas • Houston • Los Angeles • San Francisco • Washington, D. C.
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insurance buyers have misused a
valuable product, AMA session told

CHICAGO-There are those

who may have thought that the
''uncapacity problem" would al-
ways be with them. But there
were those at the American Man-

agement Assn. annual insurance
conference here who dissected

the problem and revealed some
head-on ways of alleviating it.

Defining "uncapacity" itself,
Waller B. Smith, director of in-
surance for United Air Lines

here, said there are various types.
The first, he said, is lack of ca-
pacity that results from a cost-
price problem, such as that in the
auto insurance field today. Auto
insurance may need to be pack-
aged and distributed differently
but for this type of lack of capac-

ity, he said, price alteration is a

feasible solution.

A second variety of uncapacity
exists, said Mr. Smith, when the
"tank really is empty." This is
true of the earthquake market in
California, which he gave as an
example, where only so much
coverage, and no more, will be
written.

THE AIRLINE exec listed lack

of capacity resulting from tech-
nological development as the last
variety of uncapacity. Using the
arrival of the 747 jumbo jet on
the aircraft insurance scene as an

example, he said that in such a
case the "tank is not empty."

Through flexibility-an industry
supplementing market capacity
for a short time and working

with the insurance industry to
solve the problem-an infinite
number of losses may be handled
by the market if the size of those
losses is Limited, he said.

"It is difficult to assess how

much effect the airline industry's

pooling efforts had on the mar-
ket," he added, "but there actual-
ly is enough capacity now to be-

generating some competition
among c ertain segments of the
market...

After setting forth the proposi-
tion th: t there is, indeed, enough

financial strength among the poli-
cyholde surplus of priperty and
liability companies to accept any
exposure today, H. FeLx Kloman,
president of Risk Planning

Group, Darien, Conn.. suggested

three reasons for the uncapacity
problem and the role of the cap-

tive in solving it. In 1968, he said,
there was $19 billion of policy-
holder surplus in U.S. companies,
which would indicate that the

market could have accepted $1.9
billion of combined exposure per
occurrence.

"Maybe you can shoot holes in

that figure," he told Business In-
surance, "but even if you reduce
it to one-tenth of the amount it

still proves that the requisite fi-
nancial strength does exist."

THERE IS A LACK of capaci-
ty, he said, because access to the
market is impossible under the
present. outdated distribution
"nonsystem;" the agent-broker
structure has been unable to

mesh capacity with need. Under-
writers themselves are not inter-

ested in accepting risks, he said
and this is evident in their efforts

to separate underwriting results
from investment results. The

LIBERTY MUTUAL SAYS
IT'S MORE IMPORTANT

HOWYOUR WORKER
CLIMBS A LADDER

THAN HOWYOU PAY

AFTER NE#

%
THATS WHY YOU SHOULD

SEE LIBERTY BEFORE
Your operating costs are less if you

prevent accidents. And the time for
action is before they happen. Which is
where Liberty Mutual can help you.

Our Loss Prevention specialists, work-
ing closely with yourpeople, helpyou
to effect the safest working conditions
for your employees. Our safety experts

look for potential accident situations,
then consult with your people on effec-
tive controls.

The result is less time-loss, less insur-

ance cost to you and greater efficiency.
At Liberty Mutual we don't believe in
waiting. Which is why you should
SEE LIBERTY BEFORE.

LIBERTY CID)
MUTUAL Z

The Company reserves the right to determine the scope of its toss prevention service for each policyhold.r. Liberty Mutual Irsurance Company / Hone Ofice: Boston. Copyright / 1970 Liberty Mutual Insurance Company

third reason for lack of capacity,
as he sees it, falls on the insur-
ance buyer. "Buyers have been
misusing a valuable product," he
said, "and have generally been

unwilling to absorb losses they
could well afford.

"INSURANCE is a source of

financing akin to a line of cred-

it," Mr. Kloman told AMA mem-
bers, "and over use of either is

bad. Corporations must determine
what risks they can accept-and

then accept them." This, he be-
lieves, will lead to the growing
use of the captive insurance com-

pany.

He cited statistics that back up

the captive trend: Of the 4,800
insurance companies operating in
the U.S. today, more than 400 are

sudsidiary insurance companies.
He also predicts that in the not
too distant future all 500 of the

top corporations in the country

will own at least one captive in-
surer. Some insurance companies
he added, already offer adjusting
and loss control services to cap-
tives.

The four types of captive, and
their purposes, he said, are:

• The pure captive, which ac-
cepts all, or a portion of, the risks
of its parent only.

• The association captive,
which underwrites the risks of

the members of its sponsoring
group.

• The senior captive, which
continues to serve the parent

company but has expanded to
cover other risks as well.

• The out-and-out insurance

subsidiary, which operates as a
profit center for the parent conn-
pany. Companies in this category

may evolve from the pure or sen-
ior captive or be purchased out-
right.

There is a place for captives,
he said, and they can alleviate
the current situation because, no
matter how small the amount,
they do increase capacity and

they are interested in accepting
risks.

Captives, said Mr. Kloman, will
provide tax-deductible premium
payments for their parent compa-
nies. They can be used to give
coverage in foreign countries
where local insurance is required
by law. They will leave the in-
surance industry free to provide
catastrophe coverage only. And
one of their most important serv-

ices, he emphasized, will be to
provide better cash flow, through
investment income benefits, to
the parent company, •

British firms fight
toxic air problem

LONDON-Vigorous ef-

forts to reduce the number of

industrial deaths caused

through toxic pollutants are
being made by factory plant
inspectors throughout Britain.

The nation's industrial

safety chief, W.J.C. Plumbe,
reports: "Because for some
groups of workers the risk of
injury or death from indus-
trial disease is much greater
than that from accidents, at
least as much effort must be

put into the control of toxic
contaminants in the atmo-

sphere as into the elimination
of the physical cause of ac-
eidents." Mr. Plumbe cited

pollution of workroom air as
an important example of the
dangers which must be com-
batted. And noted that they
are so insidious that workers

are sometimes unable to pro-

tect themselves properly, and
they have effects that are of-
ten cumulative over long peri-
ods of exposure.



"THE DAYS OF THE lone

freight driver, trundling round
the country with valuable cargo
neatly stacked ready for thugs to
take it away, are nearly over.

"Vulnerable loads are now be-

ing escorted by radio controlled
escort vehicles in convoy. The

crime 'barons' are being squeezed
Out themselves through the

growth of our intelligence de-
partment at Scotland Yard which
is keeping files on them every
day."

The biggest praise for truckers
came for the voluntary scheme
operated by the Road Haulage
Assn. itself in tracking down sto-
len loads.

An association spokesman told
Business Insurance.

NEW YORK-Some 28,000 sea-
faring members of the Seafarers'
International Union of North

America are $100 a month richer
( in benefits and wages) with the
signing of a new contract last
month between the union and its

contracted companies operating
on the East and Gulf coasts as

well as in the Great Lakes.

Wage improvements averaged
$30 a rnonth across the board. An
additional 15 cents per day for
each man at sea will be contrib-

uted by the contracting compa-
nies to the Seafarers' Welfare

Plan. An SIU spokesman indicat-
ed that this increase was largely
earmarked to offset the increased

cost of current health benefits

provided by the welfare plan.
Highlighting the new contract

settlement is an additional fund-

ing agreement between the union

and the various contracting com-
panies that enables the establish-
ment of a full pension after 20

years' service at age 55. I
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Helicopters used to curb British hijackings
LONDON-Helicopter "eyes in

the sky" are helping security men
to combat the menace of truck

hijackings in Britain.
They are being used extensive-

ly to search for stolen vehicles
which are carrying particularly
valuable loads. As soon as such

trucks are snatched by hijack-
ers, warning messages are flashed,
to central points which they are
likely to pass.

Pilots take off to look for the

missing trucks, radio their "spot-
tings" back to Scotland Yard or
other security H.Q. and hover
over their targets until highway
patrol policemen grab the thieves.

THE SCHEME RANKS high
among loss prevention measures
now being used by the Road
Haulage Assn. to cut down truck-
ing thefts. But the secret behind
this airborne security success is

that lorries with high value con-
signments carry a special symbol
on their roof.

Thieves are unable to notice
this on the ground when they

grab the truck. But to their cha-
grin it: is easily identifiable from
the air by the helicopter-borne
watchers.

Police praised this and other
security measures adopted by the
association when they asponsored
a "Hands Off Freight" week in
Britain recently.

Chief Detective Inspector Ala-

stair Thompson, of Scotland Yard's
Crime Prevention Squad, de-
clared: "The transport industry
has now got to grips with the
problems of truck security. Ar-

rests of lorry thieves and handlers
of stolen goods are higher than
ever before.

"WE CAT.1. IT THE Vehicle

Observer Corps, or VOC for
short. It is comprised of members
of the Road Haulage Assn. and
the Freight Transport Assn. -who
voluntarily scour the streets in
their hometown areas when trucks

belonging to other members are
reported stolen.

"As soon as an observer sees a

missing truck, he telephones in-
formation to the police. Haulers
are sick of victimization by thugs,
and this scheme has produced
consistently good recovery re-

sults."

Under the recovery scheme,
now in its eighth year, registra-
tion numbers of stolen vehicles
are flashed to a VOC control

point by the police precinct to
which a hijack is reported..

The control point passes the
information to voluntary "group
leaders," who in turn advise indi-
vidual members so that they can
search a predetermined area for
the stolen truck.

THE PLAN WORKS so

smoothly that within a very short
time there is a VOC "good neigh-
bor" patrol along every street in
the district.

Thieves find that they cannot
move their illicit haul out of the

area, and even if they do, there is
a VOC message on its way to out
of town areas as well before they
can get there.

Lorry hijackings are being cut
by 50% in some areas as a result

of security measures like this.

Thousands of road, operators
who took part in a special drive

for vehicle security displayed
Hands off Our Freight stickers on
their windowshields, and distrib-
uted risk-prevention leaflets to
their drivers.

The security drive ended with
a special rally for truck drivers
so they could watch helicopter
guardians at work. Crime pre-
vention police officers, .insurance
managers, and trucking firm
owners joined the rally. There
were also prizes for truck drivers
who showed special interest in

the attempts to beat thieves. •

j J

In August 1969, Hurricane Camille whipped her 200 mile-

per-hour winds through the Gulf Coast with nearly total de-
struction. She spawned 100 tornados, flooded lowlands
with tides 20 feet above normal, and left 136 persons dead

and 55 missing.

Covering the claims resulting from such a disaster would

normally have required months of note-taking and inter-
viewing by adjusters working 10-12 hours a day, seven days
a week.

But Fireman's Fund American Insurance Companies'

claims adjusters were able to make an immediate assess-

ment and evaluation of damages through the use of Sony
Video tape equipment. According to Thomas Rodgers,
supervisor of Fireman's Fund's 25-man team of adjusters,
"The video tape recording system provides more complete
evidence than we have ever been able to acquire with still

film and notes." And an executive in the company's San
Francisco headquarters stated, "This is the closest thing to

being an eye witness. These tapes provide us with the im-

mediate information needed to make decisions regarding
large claims settlements."

Don't wait for disaster to strike before trying out Sony video
products-get into the "eye" of the action now.

For complete details on how Fireman's Fund American has
used their Sony equipment, not only for claims adjustment,
but for training and total corporate communications, write
for Application Bulletin 146.

SONY
...the better one

SONY CORPORATION OF AMERICA

47-47 Van Dam St., Long Island City, New York 11101



26/business insurance, November 23, 1970

Giles on the law court ield that a manulacturer of the case remanded (Doss and
dynamite was under no duty to others v Apache Powder Co -
warn all possible users of the U S Court of Appeals for the

Human blood gets product liability inherent danger in handling su- Fifth Circuit-7/24/70 )
pei annuated dynamite, nor was it
under a duty to see that such

YOUR BUSINESS interrup-dynanute was removed from pur-

treatment by Ulinois supreme court chasers' shelves tion policy is an important pol-
icy Maybe it should be reexamin-An Arizona manufacturer

could not be charged with negh-
ed

By JOHN W GILES
are neither cooked, canned, pack- to be draw-1 bet.ve.=n a blood gence in Texas for violation of an There was a suit in the District
aged, or otherwise treated, would bank, wnict_ provides hospitals Arizor a statute prohibiting the of Columbia under such a policy

Attorney at law be subject to liability. Although witn blood, anc a hospital which sale cf dynamite that is more for loss due to restriction of busi-
WASHINGTON-I s human whole blood lS not a manufac- in turn prov_des blood for imme- than 12 months old, because none ness hours and sale of alcohohe

blood a "product" within the pur- tured article of commerce, lt diate transfusion int its patients of the dynamite was more than a beverages pursuant to curfew and
view of products liabihty'> The must be considered a "product" Alt-nough a hosp tai ordinarily year c ld when it was sold The municipal regulations imposed dur-

in much the same way as other prov.des blood for transfus_onIllinois supreme court says that sale, anyway, occurred there For ing civil disorders in Washington
it is and hospitals would do well articles wholly unchanged frc m purposes anc_llaril>, and as a part this reason, Texas law should be The court of appeals held that the
to examine this case their natural state and distributed of its total services, both it and a apphed The explosion occurred Policy insuring against actual loss

An Illinois hospital performed for human consumption blooc tank are ent ties clearly while it was on the purchaser's resulting from the interruption of
a blood transfusion, using con- Was the blood transfusion a witnin :he distribit on chain of truck, and those injured and business, when, as a direct result
taminated blood and was held "service" or a "sale9" The fact the product involiec (Ill Sup , killed were employes of the pur- of damages to property adj acent to
strictly hable to a patient who that a hospital's principal func- Ct -Cunningham v MacNeal chaser The dynamite which did insured premises by perils insured
contracted serum hepatitis In tion is not providing blood for Memar.cl Hospital-9/29/70 ) explode was 2 34 years old The against, access to insured prem-
answer to the hospital's argument patients, does not mean that it is court did say that misuse of a ises was specifically prohibited by
that human blood was not a not engaged in the business of IN A DYNAMITE explosion produc t is a recognized defense in order of the civil authorities, did
product, the court said the rule selling that blood for the purpcs- case wh.en' occurred _n Texas, she a stric t products liabihty action not cover loss from fall off of in-
regarding products is not hmited, es of the imposition of strict lia- plaintiffs were awarded $397,200, in Texas As the result of all this, sured's restaurarit business due to
and a supplier of mushrooms that bility There is no real distinction but tne play was called back The the judgment was reversed and restrictions, which restrictions did *

not prohibit access to insured
premises because of damages to, or

Continued on page 32

What can you do 1
about the drug h¥17

S
London...

problem?
00: - .

Continued from page 20
,

*

they may escape some of the

1 hiked premiums

k There will be no increases for

./ risks on premises where sprin-
Z klers are installed But for some

43 non-sprinkler factories there will
be 100% rises, and "bad risk"

industries like plastics will suffer *
heavily

Risk managers in the Assn of
. 5 Insurance Managers in Industry

and Commerce are complaining
4 n that they have not been consulted

about the new premiums, which
are being imposed by most large

-

r insurance firms But Lloyd's will
still negotiate its own rates,

1 9
though these are likely to go
higher to meet rising claims

3,73 ***

SHIPOWNERS who abandon

safety precautions because they -
:al

4 cost too much are being blamed
for their lack of foresight

Pilots who operate in the Man-
-442 - .

chester Ship Canal, Manchester,
England, complain that the growth
of low-flash cargoes in Britain m

'T ..i recent years is causing anxiety/'

l.* In a formal statement, they as-
*R - sert "It would appear that there

..%; 1- are a growing number of exam- r
ples of economic pressures being

f
« apphed to shipowners which

.,lf
14564 ' cause them to abandon necessary,-4,

U'-
services Containment of costs

-

and profitability must not be
/2 achieved at the expense of safety

Many community leaders want 4 precautions "

to help young people trapped
***

in the world of drugs But they
!

don't know where to begin
ii WORLD LAWYERS have

A new Kemper Insurance docu- drawn up a draft treaty for deal-
mentary film shows how others . ing with aircraft sabotage at a 7
are helping The 27-minute, full- meeting of the legal committee of 3

color film, "lt Takes a Lot of Help," is 2- Z/' the International Civil Aviation

narrated by Lorne Greene of Bonanza -7 5 Organization after a month-long
The film involves you in an in-depth -:. session in London

analysis of citizen-Ir.,tiated programs in Cedar 5 They will submit it to an inter- .
·k

Rapids; group therapy sessions In Chicago and national diplomatic conference

Phoenix; a dramatic conversation on Boston's narcotics "hct after it has been studied by the
t

full ICAO council The treatyline", a drug-free sensitivity trip near Tucson; and more.
As a public service, Kemper

calls for armed attacks on crew
------

Insurance offers free loan of this film to 6ur free #ilm *,
or passengers, or attempts to

any interested adult group anywhere. * W yol-' i _,j damage an airliner, to be regard-
ed as severely punishable of- .

It could lead to a solution fences by international law1 Kemper Insurance, Public Relat ons Dept , 47 50 Sher dan 12*, Chicagc,Rll*0,n -BAY 1 i -r. 4/
-9//7 '**4*r But they are still studying the

| Please send a print of yiur fi m, "It Takes a Lot of Help " legal issues of airlines boycotting
1 any country which fails to restore

1 hiJacked airliners, crew or pas-
DATE ALTERNATE DATE

1 sengers to their own countries or
'. -I

NAME 1 departure points

A possbile hilacking treaty
| ORGANIZATION 4.€

1
will be discussed at a diplomatic

ADDRESS . conference at The Hague in De-

 Compare Kemper 1 1Kt. I : ./ 5.6
CITY STATE

cernber .

' zip - fl Hi



Pre-retirement advice

called an obligation and
not an employe benefit

CHICAGO--A gold watch, a
retirement dinner and drink, a
pension check and a few hail,
fellow, well-dones before sending
an employe home to finish out his
years is not nearly enough these
days, according to a panel that
sat here the other day discussing
management's commitment to the
retired worker.

Pre-retirement counseling has
been called a new employe bene-
fit by some more paternal com-
panies that have instituted pro-
grams for their aging employes.
Other firms, not so quick to jump
into the personal affairs of em-
ployes, have avoided similar
plans for that reason alone.

A panel of three on the Ameri-
can Management Assn. employe
benefit conference program here,
however, termed this a poor ex-
cuse for avoiding the pre-retire-
ment counseling issue.

SAID ONE: "Pre-retirement

counseling should not be consid-
ered an employe benefit these
days, but an obligation of the
company."

Nevertheless, said Dr. Marvin
W. Veronee, reluctance of compa-
nies to snoop into their employes
personal business is the single
biggest roadblock facing the

growth of counseling. "Many
companies simply say, 'We just
don't want to interfere in an em-

ploye's personal life,' " he said.
Dr. Veronee is associate director

of retirement studies in the In-
dustrial Relations Center, Uni-
versity of Chicago.

Henry A. Wallfesh, director,
Retirement Advisors Inc., New
York, agreed. He noted that "un-
happy retirees can do a lot of
damage to a company. But," he
added, "one happy retiree is a
walking advertisement for a com-
pany."

According to Lee R. Polacheck,
president of the National Foun-
dation of Health, Welfare & Pen-
sion Plans Inc., Elm Grove, Wis.,
an employe who is about to retire
must make four major adjust-
ments.

The first is an economic ad-
justment. "Retirement usually
means less income," he said. The
second is a social change.

"Friendships established at work
must somehow be replaced or re-
directed during retirement." The
third is a psychological adjust-
ment. "The importance of a man's
life," he said, "especially in our
society, tends to be measured by
what he accomplishes in the
work setting," and when he
leaves this setting he must find

Claims
pregnancy
discrimination

HOUSTON-A woman has

filed suit here alleging the preg-
nancy policies of the Texas Em-
ployment Commission constitute
sex discrimination in violation of

the 1964 Civil Rights Act.
In a petition filed in U. S. dis-

trict court here, Mrs. Mary Vick,
26, alleges TEC refused to refer
her for employment in May when
she was six months pregnant and

ruled that she was ineligible for
unemployment compensation.

Mrs. Vick, a mathematical ana-
lyst, laid off from another job
because of a work force cutback,
claims she had medical testimony

that she was able to work. •

his accomplishments elsewhere.
Fourth on Mr. Polacheck's list of

adjustments is one that must be
made because of health. "Retire-

ment usually is accompanied by
less physical activity and this,
combined with the usual physical
problems of aging, can easily be-
come debilitating."

Pre-retirement programs which
cost a minimum to fund, can help
employes make these adjustments

and "minimize the anxiety" of im-
pending retirement, added Mr.,
Wallfesh. He also noted that such

programs "keep morale high" and
increase production in the years
just prior to retirement. •
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EVERY COMPANY PAYS

INSURANCE PREMIUMS:

YES? 5 NO!

A lot of companies pay these to
themselves. Its called Self Insur-

ance. Premiums on Workmen's

Compensation and Public Li-
ability can generate a flow of
cash for your own use. Not
somebody else's. There's no ad-
vance payment for primary losses

and your cash is used only
when necessary. When you

think about paying your

next premium to someone else,
think of yourself and

have your insurance buyer
or broker contact us

right away for details.

ROBERT F. @LEmN INC
WORKMEN'S COMPENSATION · PUBLIC LIABILITY · ACCIDENT CONTROL SPECIALISTS SINCE 1923

SEND FOR OUR BROCHURE • 120 East 23rd St., New York, N.Y. 212-7774210

ARE AU ends, ho.ever. For every business has itsindividualityand
Sure-they're all in business. That's where the "alikeness"

its own problems. Its own insurance problems, too. The Home
knows this and doesn't try to lump

BUSINESSMEN policy. The Home offers an Industrial

different categories of business
together with the same broad-based

Policy. And a Farm and Ranch Policy.

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

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

protection that's geared to your specific business,

JALIKE 9 broker, or phone your local Home agent- THE 440% M *51/Gd)

your specific operation -contact your

I you'll find himintheYellow Pages. HOME
INSURANCE

* COM PA NY
59 Maiden Lane, New York, N.Y. 10008

AHiliates: The Home Indemnity Company

Federal Life and Casualty Company
Peoples-Home Life Insurance Company of Indiana
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Sierra Club head sees

Ij
6 more corporate suits

r'--

CHICAGO-The Sierra Club lS or pay their award
said to be the foremost conserva- In a talk to risk managers at-

i 1 tion group in the U S It is gl ow- tending the American Manage-
d 6

6. b.: ing af the rate of 3,000 new con- ment Assn conference here, and
cerned American members per in a room polluted with cigar and
montj Total membership is now cigaret smoke, Mr Berry said,

h . f-9 about 40,000 They have been "From here on it's going to be
called-Jokingly, of course, but more lawsuits, legislative cam-

3 with a tinge of seriousness- paigns" and other forms of action
1 1- Green Par thers About the only device that won't

14'

The pi esident of the San Fran- be used, he said after making

d 1, -r-, cisco-based organization is Philhp a light remark about Green Pan-
S Beny, an attorney Mr Berry thers, is violence

m- descrioes :he major role of the Mr Berry said that in the near
f+ l810 group as a national backbone of future he envisions laws being

.

legal prosecution Defendants in passed by all states that would
0 - -

3i actions the Sierra Club br.ngs are set up some sort of standard legal
L

1
environmental polluters Most are requirement "In exchange for

corporations that no longer have the privilege of doing business in
Co-chairmen of AMA S risk management sessions in Chicigo were John F Berrirk, Employers of Nausau, the aid o. insurance companies a state," he said, "every corpora-
Edward D Hansen, Trans Union Corp, and Nils H Minson, the Dow Chemical Co 1 when thek present their defense tion would have to Introduce ade-

quate environmental controls "
In addition to pressures from

both government and groups such
as the one he heads, Mr Berry
also sees the labor movement as a

driving force pushing environ-
mental protection "The labor
movement may even bring the
matter to the bargaining table,
the conservationist noted

In a warning to his audience,
Mr Berry said that he would
"hazard a prediction that if so-3,- RU/#a
cialism does come to this country,
it will not be attributable to

755.

dr
Marxism but because business

failed m its responsibilities " •
7 f /65

$1.6 million
Y

fr. I
9 4 --

$# r -4
suit alleges

F

conspiracy
9.Rw

HOUSTON-A $1 6 million
damage suit was filed in federal
court here alleging that a local
car dealer and the Allstate Insur-

ance Co conspired to cause a
wrecked auto to be poorly re-

j
paired and to prevent its owner

t
from negotiating for settlement

./19*Zixisolill'Ihit#*t#v i
'1

with the other driver

Donald L Holeman, and his

= = ,*'Sty F wife Wanda, allege that their

4%\ -- *4 - t Ir 1970 Buick purchased from Mar-

cus Jones Buick, was damaged at
an estimated $993 worth in an
Aug 9 mishap with Miss Diana
Gene Cooper

Mr Holeman says in the suit
that his own insurance, placed

4
4 »6.

4 2.»L
<A]{5*5 2·**/r 1

with the car dealer's agency, was
handled through a company now

et
in receivership and no longer
making good its policies

THE SUIT SAYS that Miss

] Cooper's insurer, Allstate, caused
j

-A the car firm to repair Mr Hole-
man's car for $600 and now re-
fused to pay that claim, prevent-
ing Mr Holeman from using his

1 car though he is still paying $171
a month on it

The suit claims that Allstate in-

terfered with Mr Holeman's

right to negotiate for settlement

of medical and damage claims
with the other driver.

We'll send you one man to do four jobs. Also, that lt Interfered with his

right to contract for proper repair
of his car and that lt attempted to
coerce and force settlement of all

clairns

The Bankers Life Group Man It can save you a lot of .ime. Bankers Life Group Man. Mr Holeman alleged that this
lessens competition and tends to-

can give you expert help in And it personalizes our It's a contact that you and ward monopoly and causes dis-

pension prog rams, profit services. youn employees will te glad criminal:ion toward persons in his

sharing plans, life and health The better we get to
situation when deahng with auto

you knede. repair shops
contracts. know you and your business, He asks real and punitive dam-

You can easily see the the more we can help. THE BAN KERS LIFE ages, trebled under the provi-

BANKERS LIFE COMPANY DES MO NES IOWA 50307 sions of the Clayton Act

advantage o= having.one man Have your insurance Spokesmen for the car dealer-
.Niq rpet,gonethatgotthatway and Allstate declined to comment

to handle four different jobs. representative contact his 3, caring a little rrore. on the suit



MR. WILIAMS' office, how-
ever, has taken no action to re-
coup those payments made to
State Fire, which went into re-
ceivership shortly after they were
made.

Mr. Matthews said the pay-
ments to State Fire were far less

than what his company was

owed.

"Our billings were more than
double what we got paid," he
said. "If we had not continued to

meet our commitments to defend

the company it would have had
to close earlier."

Rep. Matthew began his work
with North American Guaranty
as a representative of the S. Mort
Zimmerman interests.

Fla. suit names three law firms in
payments from floundering insurer

MIAMI-Florida's insurance

commissioner has sued three law

firms over "preferential pay-
ments" he claims were made to

them by an insurance company in
its death throes.

One of the three is the firm of

State Rep. Carey Matthews,
chairman of the Florida House

Insurance Committee.

Insurance Commissioner Bro-

ward Williams charged that
$15,000 was paid by North Amer-
ican Guaranty Insurance Co. to
Rep. Matthews' firm, Matthews
and Mandina of Miami, shortly
before North American was

placed in receivership by Mr.
Williams' office.

IN SUITS filed in Dade County
(Miami) Circuit Court, Mr. Wil-
liams also sued the firms of Ro-

senblatt and Roemer, and Wal-
ters, Moore and Costanz.

The commissioner, who leaves

office soon after losing an elec-
tion, as receiver in Florida for
North American Guaranty, which
did most of its business in the

state although it was based in
Arkansas.

The suits demand that the three

firms return $37,833 given during
the final four month of existence

of North American Guaranty,
which failed in 1967. Interest also

was asked.

A state-driected audit in 1969

suggested that Matthews' firm
had received $28,648 in last-min-
ute payments from the Miami-

based State Fire and Casuaty Co.,
another troubled insuror.

NORTH AMERICAN went into

receivership after state auditors
ruled that its stock portfolio, val-
ued at $1.8 million, was worth
only $290,672 as an insurance
company asset.

Much of the disallowed stock

was for Capital Bancshares Inc.,
headed by Mr. Zimmerman, who
himself held controlling interest
in State Fire later for a short

period before its demise.
Rep. Matthews moved with Mr.

Zimmerman to State Fire, where

Gas risk studied

Risk aspects of "natural gas,"
which is now being extracted
from sea-bed sources off the

coasts of Britain, are being ex-
plored by a government commis-
sion headed by Prof. Frank Mor-

ton, a chemical expert at Man-
chester University. He was asked
to head the probe after complaints
that this gas was as dangerous as
gas manufactured by commercial
processes, which have been in ex-

istence in Britain for many years.
Natural gas is being fed to many
users because it is cheaper, and
there is a $1 billion scheme in
hand to expand its use throughout
Britain.

j

he became a vp ad general coun-
sel.

A single check to Mr. Mat-
thews' firm, for the full $15,000,
is cited in Commissioner Wil-

liams' suit. It was issued on Sept.
5, 1967, a month before North
American Guaranty went into re-
ceivership.

THE PAYMENT was "made and

accepted at a time when the said

attorneys had reasonable cause to
believe that a preference pay-
ment would result because of

said payments," said the suit.

Mr. Williams' suit against Ro-
senblatt and Roemer named

Stanley Rosenblatt and David

Roemer individually. It also
named three North American

Guaranty employes, Thomas

Harris, Sidney O. Stetson and
Melvin Stewart.

It identifies Mr. Roemer as de-

fense counsel for North American

in Florida and as general counsel
and secretary of American Equity
Underwriters Inc., North Ameri-
can's managing agency.

Taking note of his offices, the
suit charged that "he was in pos-
session of such facts as to the

company's financial status that
he either knew, or reasonably

should have known, that the
company was insolvent at the
time of illegal transfers."

MR. HARRIS, as executive vp
of North American, and Messrs.
Stetson and Stewart, as employes
of that ifrm, were cited for sign-
ing checks to Messrs. Rosenblatt
and Walters.

The third law firm-involving
partners David W. Walters, Ed-
ward N. Moore and Sarino R.

Costanzo-is accused of accepting
$5,164.14 during North American
Guaranty's final four months. •

GAB: Your rescue squad
on casualty and
auto claims.
We'll do everything we can (and that's plenty) to help with full or partial investigations and
adjustments. We'll even administer firstaid with claims on the weekend, and hold hands till
youradjuster arrives. We're casualtyand autoclaim firstaid specialists.

On casualty and automobile assignments we can take the problems off your shoulders
atanyone of our 683 offices in all 50 states and the Caribbean. We can come up with a
prompt and accurate determination of the damage to a bashed front end or handle all
exposures in a 28-passenger bus accident or (perish the thought) somethingeven bigger.

As with everything, we make first contact right away and keep in touch regularly.
More companies are coming to depend on us in the casualty and auto field

every month. Have we heard from you lately? Call or write:
Bill Scholl, National Sales Manager, (212) 964-3300.

f

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

t
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Day-care, drug, rehab
and vision benefits get
scrutiny at conference

CHICAGO-The establishment

of nationwide child day-care serv-
ices should receive high priority
from management in the future,
according to Philip Farish, editor,
Industrial Relations News.

Mr. Farish, George T'. Welch,
assistant secretary and director of
rehabilitation, Insurance Co. of
North American and president,
International Rehabilitation As-

sociates, Inc.; Samuel X. Kaplan,
president, Pre-Paid Prescriptions
Plans, Inc.; and Fred L. Beachler,
president, Vision Institute of
America, Inc., gave brief talks on
leisure time, rehabilitation, and

pre-paid drug and vision care
plans at the annual employe ben-
efit and pension conference of the
American Management Assn.

here.

Mr. Farish said that -manage-

ment will be forced to provide
child day-care centers for work-
ing mothers in large cities and in
vight labor markets where women

are a major part of the job force.

AS OF MARCH 1969, of 11.6
million working mothers over
four T.illion had children six

years of age.

Although unions have ignored

Straight talk from men wto know the Atlantic Companies:

1 believe in
    LeRoy W. Drew, President, Tae Drew Agency Inc., St. Paul, Minnesota
'1 have had the pleasure of meeting most of their

top executives. They are dedicated to doing a job
and being of service. And as in any other business,
they set the pattern for others all along the line. Every-
one I talk to has the same constructive outlook."

Atlantic will go out of its way to help its agents
write business. Atlantic's field men are thoroughly
oriented to this way of thinking.

"Business is in a ditf cult period at this time.
Atlantic has accepted the challenge. My own expe-
rience on Atlantic's advisory councils convinc6s me
of their positive attitude tc the future."

For several years a member of Atlantic's Mid-
west Regional Advisory Ccuncil, Mr. Drew had am-
pie opportunity to witness how Atlantic's readiness
to accept change led to the acceptance of 8 out of
10 of tne Council's recommendations.

"Atlantic is very good ,n the matter of package
policy placement. Their automated systems are
working better than most."

this as an employe benefit, Mr.
Farish said that management is
thinking of the problem and a
possible solution.

In a survey of companies of
less than 100 employes to over
1,000 employes in a variety of
areas, Mr. Farish said that 19 %
of the firms have had requests
for day-care facilities, 4 % of
women looking for work ask if

such a facility is provided and
32 % of the firms' managements

have considered providing it.
The survey asked if they felt

there was much likelihood of an

increase in demand for child-care

centers. Of those polled, 62 % an-
swered yes (6% of this figure

opposed the idea), 29% said no
and 9% had no opinion, Mr. Far-
ish said.

OF MANAGEMENT'S concern

for rehabilitating disabled em-
ployes, George Welch said a more
appropriate title for his talk

should be management's lack of

concern for the handicapped.
He said that management's cre-

do should be that there are no

handicapped people, just people
with varying degrees of ability.

Mr. Welch said that insurance

companies and management have
moral and financial responsibil-
ities to people disabled during
their lifetime.

He added that large disability
payments were a disservice to the

handicapped because they en-

courage such persons to stay
home.

MR. WELCH made the follow-

ing four recommendations in
handling rehabilitation:

• employers must recognize
that the most importan: benefit

for an employe is the ability to
work.

• no benefits or insurance

program should be a determent
to successful and complete reha-

Day-to-day requests from Atlantic agents are

always sure of sympathetic consideration and a posi-
tive effort to implement rhem.

"On claims Atlantic takes a fair and reasonable

approach and never tries to avoid a just claim. Serv-
ice is a very overplayed word, but it id probably the
only one to describe the way' Atlantic does
business."

Service has been the keynote of Atlantic's think-

ing for 128 years of consistent cooperation with its
agents. Atlantic's solid growth record was enhanced
last year by new highs in written premiums and
assets.

If quality and service are what you seek to help
your business grow, write to LeRoy W. Drew, Griggs-
Midway Building, St. Paul, Minnesota 55104. Or
Mr. Harold A. Eckmann, President, The Atlantic
Companies, 45 Wall Street, New York, N.Y. 10005.

The Atlantic Companies
ATLANTIC MUTUAL INSURANCE COMPANY

CENTENNIAL INSURANCE COMPANY

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

Multiple Line Companies Writing
Marine, Fire and Casualty Insurance

V

bilitation.

• the architecture of a work-

ing place should not make the
work area inaccessible or maneu-

vering embarassing to the disa-
bled.

• insurers and ennployers
should cultivate in their own

minds that the disabled, properly
placed, are the most industrious
and loyal of employes.

"Good business and caring for

people are synonymous," he add-
ed.

Mr. Kaplan said there are two
hard questions to be answered
when considering prescription
drug plans: is there a need for
prescription drug benefit pro-
grams and is it economically fea-
sible to fill that need?

MR. KAPLAN SAID that in

the past 20 years the price of
prescriptions had doubled. More-
over, doctors now write ten times
the number of prescriptions they
wrote before. Prescriptions now

comprise 15% of the total med-
ical expense.

There are two types of plans
now in use: the service plan and
the reimbursement plan, said the
president of Pre-paid Prescrip-
tions Plan tnc.

Mr. Kaplan said the reimburse-
ment plan is the better of the two
because it eliminates much of the

administrative work and hence

the cost of the service plan. In
addition, it puts more responsibil-
ity on the employe to shop
around for better prices.

When such plans are instituted,
however, he said they should
provide for the widest possible
range of drugs and the maximum
amount of treatment.

PRE-PAID VISION care, ac-

cording to Fred Beachler, is a
worthy benefit to consider be-
cause 20% of children entering
the first grade have visual prob-
lems and 90 % of adults over 50

hsve eye defects.
He feels that preventative and

corrective quality vision care will
be demanded by consumers in
the 70s.

Mr. Beachler said that it would

cost management approximately
2¢ an hour per employe to pro-
vide visual care and that it would

be an immediate benefit manage-
ment could point to.

Pre-paid vision care presently
is considered a fringe of the
fringes, Mr. Beachler said. But he
added that since almost 62 % of

our society in the 25-35 age
bracket need some form of visual

care, a pre-paid visual care plan
in the 703 would be filling a very
definite need. •

letters
Continued from page 16
panies themselves, we are associ-
ated with 15 subsidiary compa-
nies.

• You mention "reduced rate

plans." I assume you refer to the
fact that in certain areas our

companies deviate or pay a divi-
dend. We do not cut rates. As a

matter of fact, we recognize that
in too many cases published rates
are inadequate and for that rea-

son refrain from accepting what
otherwise would be good busi-
ness.

• Our qualification standards
are based upon our experience
and actually contain no provision
with respect to whether or not a
particular risk may or may not
qualify for coverage in the Fae-
tory Mutuals or Factory Insur-
ance Assn.

We thoroughly enjoy your arti-
cles and if we can be of help

Continued on page 46



Communications-Risk
mans burden, blessing

CHICAGO The risk manager
who works at being better in-
formed about intra- and extra-

corporate affairs will not only
serve his company better and in-

crease its profits but will also
advance his own status along the
way. Russell A. Drake Jr., direc-
tor of corporate insurance and

assistant secretary of Allied Su-
permarkets Inc., Detroit, present-

ed guidelines for this advance-
ment through good communica-
tions at the annual insurance
conference of the American Man-

agement Assn. here.
Increased sophistication of risk

management education has put the

risk man in a position to relieve
some of today's economic pressures
on his corporation, according to
Mr. Drake. The thorough insurance
manager will become one of the

most knowledgeable people within
his corporation about the affairs
of its financial, real estate, sales,
construction, production, purchas-
ing, personnel and legal depart-
nnents, he said.

But before he can gain the in-
formation necessary from these

departments to put him in an ad-
vice-giving position in the profit
picture he must gain the confi-
dence of his management.

SPECIFIC techniques that the
Allied exec himself uses include

personal contact with the heads
of all departments. "Inquire as to
their thinking on and handling of
situations," he said, "and when
they recognize your sincere inter-
est, you have one foot in the

door." Then, he added, you will
get the information you need.

If a department head is partic-
ularly difficult to get through to,
Mr. Drake recommends trying to
reach him by going through his
secretary. A line of communica-
tion must be established.

Mr. Drake is in touch with
each division at Allied at least

once a month to find out if there

are any problems he hasn't been
inforrned of and to keep the
two-way flow of communication
in the company open.

Another technique that gives a
very clear overall picture of what
is going on in a corporation is to
become a signator to every ap-
propriation request that is made,
he said.

COMMUNICATION on an in-

tra-corporation basis has to be
established differently for every
corporation, said Mr. Drake, but
a method that has proved vital
and successful for him is empha-
sis of Allied's insurance manual.

"When I grant or deny a request
I always refer to the section of
the manual pertaining to it," he
said. And through his reference
others are forced to read and be-
come familiar with it.

He has also set up a system at
Allied whereby loss prevention
notes and memos go out every
time a problem arises so that de-
partments are constantly aware
of his department's current activ-
ity.

To keep the information lines

Lloyd's new location
Lloyd's of London is moving

part of its premises out of town
for the first time in its 300-year
history. New computer techniques
will be adopted for its $1.5 billion
annual world premium income at
its data processing building in the
town of Romford, fifteen miles
from its ancient City of London
headquarters. The new location
has just been opened by chairman
Henry Mance.

between himself and the manage-
ment open, Mr. Drake said, I
provide my management with an
annual insurance report, even
though they don't ask for one."
This keeps them acquainted not
only with what he's doing but
with why he's doing it, he told
AMA members.

As a last form of good commu-
nication, helpful not only to man-
agement but also to the risk
manager, Mr. Drake mentioned

Allied's policy of annual review
of long-range objectives for all
corporate departments. These are
reviewed by the chairman of the
board, critiqued and then revised
by the department heads to in-

sure that there is no overlapping
of work between departmerits. •
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EMPLOYEE BENEFITS

SHOULD BE REVIEWED EVERY YEAR

Our Specialists will give you up-to-date,

objective advice on coverage and cost.

1 111

Herbert L. Jamison & Co.

90 Park Avenue

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

Ifyouwantto
 press employees,
tellthemtheir
benefits woit

meltaway.

A lump-sum settlement is nice.
But employees know it can quickly fade
away. So AEtna suggests an easy way
to provide more lasting protection.

Simply supplement your group life
coverage with LEtna's Group Survivor
Income plan. It guarantees employees
a regular monthly income for their
families during the years they need
it most. You buy more effective
protection for your premium dollar
because the benefits stop when the
need stops. At remarriage of the
survivor, or after a specific number
of years. No money is paid to
a survivor's estate.

Survivor Income benefits help
attract-and keep-good employees.
For all the details on this flexible

supplement to group life plans,
contact your own broker or any
AEtna Group Representative.
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Giles...

Continued from page 26

destruction of, adjacent property.
It was common knowledge that the
distul bances were centered miles

from the property involved. The
court, in denying relief, pointed
out that though the loss alleged
resulted from the curfew and mu-

nicipal regulations, these did not
prohibit access to the premises be-
cause of damage or destruction to
adjacent property. (Judges Inn v.
Liberty Mutual Fire Insurance Co.
-268 At. 2nd 611 8/70.)

*.*

WHEN DOES COVERAGE un-

der a products liability policy
arise? When does it commence to

be effective as far as the product
that is being manufactured is con-
cerned?

At the time of the explosion
the defendant manufacturer car-

ried products liability insurance

and public liability insurance
with another insurer. The manu-

facturer sent chemicals to

another plant for grinding before
shipment to the manufacturer's
customers. The product was not
then in its completed form. The
explosion occurred in the plant
where the grinding was taking
place. The insurer contended that
product liability insurance is in-

tended to protect the manufac-

turer from liability to third per-
sons after its finished or manu-

factured products have entered
the channels of trade.

Since the explosion occurred
while the product was being
manufactured, the risk should be
covered by public liability insur-
ance. The Illinois court agreed
with this contention saying that
the controlling factor here is not
that the manufacturer regards
bulk chemical as a "manufac-

tured product" because it is done

with it, but that the chemical was

not yet a finished product from
the standpoint of the ultimate

user, nor had it yet entered the
channels of trade or stream or

commerce when the injury-pro-
ducing incident arose. The manu-
facturer's market was for ground

chemicals only, and sales of bulk
chemical were negligible. There-
fore, the bulk chemical was work
in process inventory and not yet
finished goods to which a product
liability risk would reasonably
attach. The accident occurred be-

fore the product had been placed
in the channels of trade. ( Ill. Ct.
App. 1st Dist. Swift & Co. v. The
London & Edinburgh Ins. Co.,
Ltd.-9/29/70.)

***

CAN YOU PROFECTyour
trade secrets from prying photog-
raphers in Texas? The U. S.
Court of Appeals says, ''Yes." The
chemical company (plaintiff)
here had developed a highly se-
cret but unpatentable process for

..*)**&*--*-4--*/'I/-
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producing methanol, a secret
which the company had taken

special precautions to safeguard.
The area photographed from the
airplane was the plant designed
to produce methanol by this se-
cret process, and because the
plant was still under construe-
tion, parts of the process were
exposed to view from directly
above the construction area.

The court adopted the rule of
the Restatement of Torts which

says that one who discloses or
uses another's trade secret, with-
out a privilege to do so is liable
to the other if (a) he discovered

the secret by improper means or
(b) if his disclosure or use con-
stitutes breach of confidence re-

posed in him by the other in
disclosing the secret to him. The
Texas rule is clear. One may use
his competitor's secret process if
he discovers it by reverse engi-
neering applied to the finished
product, or by his own independ-
ent research, but he may not
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- * 4 Simplofs growth and diversity '
, 3. _st reaches the spectacular -

From potatoes to a dynamic $200 million complex

Potato farmer Jack Simplot was already well-estab-
lished in the business by 1930. That's when he began to
diversify around tie economy of the potato. He used its
residue for cattle feed and launched large-scale feedlot
operations. Today, J R. Simplot Company markets over
200,000 steers and 70,000 lambs each year.

In the forties. Jack Simplot perfected dehydrating aid
freezing techniques. At present Simplot Food Division
processes 2 million pounds of French fries daily.

Simplot has moved into mining, fertilizer production,
poultry processing, and soil treating services. Sales of the
Boise headquartered company have climbed to about
$200 million annually. And potatoes still provide the
foundation.

Insurance to grow on

The Simplot complex includes a wide range of spe-
cialized activities. And each requires specialized handling

@ Arionaut Insurance Companies

01 workmen's compensation insurance. Jess Swan, presi-
dent of J. W. Swan Agency, Boise, brought Argonaut and
Simflot together in 1955. Today, a master policy covers
over 5,000 Simplot employees coast-to-coast.

Hugh Larkin, Industrial Relations Manager for Sim-
plot, sees it this way: "We keep growing in new directions,
and our compensation needs keep changing. But whatever
we do, Argonaut covers us-carte b/anche. With their
safety engineering help, we now have a 770/0 experience
mod fication. That converts into a good rrany dollars saved
when we renew our policy."

New directions of insurance needs

The nature of today's business world is vital, chang-
ing. Your comp clients need proper coverage to grow on.
Take the Argonaut approach for flexible insurance pro-
grams, solid safety engineering, and prompt claims service.

Call Argonaut ard we'It map out a program to sup-
port your sales effort. The results could be spectacular.

HOME OFFICE: MENLO PARK, CALIFORNIA

Principal Offices: SAN FRANCISCO • LOS ANGELES PORTLAND • BOISE • DALLAS • NEW ORLEANS • CHICAGO

MINNEAPOLIS • ATLANTA • NEW YORK and other major cities.

Overseas: SAIGON, VIETNAM • BANGKOK, THAILAND

avoid these labors by taking the
process from the discoverer with-
out his permission at a time when
the discoverer is taking reas6na-
ble precautions to maintain its
secrecy. The court concluded by
saying that it realized that indus-
trial espionage of the sort here
perpetrated has become a popular
sport in some segments of our
industrial community. However,
our devotion to freewheeling in-
dustrial competition must not
force us into accepting the law of
the jungle as the standard of mo-
rality expected in our commercial
relations. To require DuPont here
to put a roof over the unfinished
plant to guard its secrets would
impose an enormous expense to

prevent nothing more than a
school boy's trick. Judgment was
for the plaintiff, DuPont (CA 5th
Circuit. E. I. duPont de Nemours

& Co., Inc. v. Christopher-
7/20/70.)

* * I

THE FACTS are gruesome but
the legal result is interesting in
this workmen's compensation case.

The manager of a food store
was discovered lying in a pool of
blood in a walk-in freezer of the
store. He was dead. He had been

killed by blows on the head with
a hammer owned by the store.
The body of the assistant manag-
er, who was in the store at the
same time, was later discovered
near his home.

The coroner's jury found that
the manager had probably been
killed by the assistant manager
who later committed suicide. The

Industrial Accident Board could

not explain the death, but it did
award death benefits to the man-

ager's widow. Was this award
proper?

The Idaho court reviewed the

cases in other jurisdictions in-
volving assaults on employes. It
noted that these cases fall into

three classifications. The first is
where the assault is inherently
related to, the employment such
as those arising out of work dis-

putes. These generally result in
compensation.

The second class is assaults

which are inherently personal
and private in their origin. These
are generally not compensable.

The third class are completely
inexplicable assaults, such as as-
sults by lunatics. The majority of
the states do not grant compensa-
tion in this third class, because

there is no proof of employment
risk resulting in the harm.

The Idaho supreme court

thought this a proper case for
compensation since the injury
was at work and could not be

proved to be personal in origin.
( Idaho Sup. Ct. Mayo v. Safeway
Stores, Inc. 7/18/69.)

***

CRIES OF anguish from con-
sumer advocates no doubt will be

heard over the Supreme Court's
decision March 16 not to become

involved, or for the time being at
least, in the automobile pollution
controversy.

In a per curiam opinion, the
Court affirms a district court's

denial of New York City's motion

to intervene in proceedings to de-
termine whether the Justice De-

partment consent decree entered
against the major U. S. automo-
bile manufacturers and their as-

sociation is in the public interest,
and dismisses for want of juris-
diction an appeal from the dis-
tricts court's refusal to consolidate

a private action with the govern-
ment's suit against the auto
manufacturers. (City of New York

v. U. S. No. 1121, judgment af-
firmed 3/16/70; Grossman v. Au-
tomobile Manufucturers Assn.,
Inc., No. 1122, appeal dismissed
3/16/703 •
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loss in the past 50 years was
$35,000 and it was only one of
two losses in the past 50 years.

The question I raised is: Do you
even spend $150,000 a year for
insurance with this kind of loss

experience?"

Self-assuming risks such as
this one, Mr. Kloman and Mr.
Jones both feel, is only one of the
alternatives available,to good risk
management in the future.

Others are captive insurance
companies, pooling arrangements
and negotiating lines of credit are
others.

"MY FEELING has always
been that insurance should be

treated as a banking function,"
Mr. Jones said. "Why not negoti-
ate a line of credit with a bank

equal to the maximum probable
loss at any one of the company's
locations," the vp asked. The
same might also apply to employe
benefits, he added.

"In the case of employe benefits
there are many alternatives to
paying hard premium dollars for
primary coverages. Maybe a com-
pany won't want to set up a cap-
tive, but why can't it pay some
life insurance benefits, pension
benefits, accident benefits and
disability benefits out of operat-
ing costs.

"Take the area of pensions, for
example," Mr. Jones noted. -I
have always felt there has been a
lack of communications between

the investment manager, benefits
manager and the actuary. Closer
communications among the three
could produce additional earnings
to the corporation or benefits to
the employes. By this I mean
large and small corporations have
not looked carefully enough at
the factors used to produce a
company's annual pension cost.
I've found that interest assump-
tions and turnover assumptions
should be discussed on an annual

basis and, depending on the ex-
perience of the corporation and
its pension fund investments, Eid-
justments by the actuary should
be made. These adjustments are
not being made and its costing
stockholders money." Both RPG
principals agree that there will
always be a need for reinsurance
or catastrophe layers of cover-
age in the future. Moreover, they
believe that these markets would

be greatly enhanced if more com-
panies would self-assume risks
at the primary level. "This is
where insurance companies are
really getting killed," said one.

THE FORMATION of RPG has

been a germ in Mr. Kloman's
mind for the past five years. Mr.
Jones has been batting it around
for three years. The pair got
down to the serious details a little

more than a year ago.
Both men have been warned

that it may be an inopportune
time to go into business, but nei-
ther could disagree more. Said
Mr. Jones: "I think it's an ex-

trernely fortunate time to get
into it. Companies are looking at
their cash flows and they don't
like what they see. There are
ways to cut corners on insurance
costs. I'd even go so far as to say
that with proper financial risk
management we can save a com-
pany something in the area of
15% to 20% on insurance dol-

lars."

Cowan named up
Ross Cowan, formerly resident

secretary in charge of sales at
Fireman's Fund American Insur-

ance Cos., New York, has been
named vp of underwriting and
sales with the Whitehill Agency
Inc., New York.

RPG is already working for

varied companies in five states.
Of two of their clients, for in-
stance, one is a small printing
company and the other is a major

bank. The printing company ac-
count has them developing an
overall and continuing risk man-

agement program. For the bank,
RPG is accessing the viability of
one of its subsidiaries in the in-

surance area. The company is
also working with the University
Insurance Managers' Assn., which
is studying the possibility form-
ing an insurance pool.

As for themselves, both Mr.
Kloman and Mr. Jones are find-

ing themselves in a pool of sorts
after having left respected em-
ployers at successful points in
their careers. It is not exactly a

sink or swim proposition, for they
are extremely optimistic of the
potential financial risk manage-
ment has to offer. Moreover, both
are young enough (Mr. Kloman,
35; Mr. Jones, 32) to roll with the
punches. •
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The 66Tell-me-more-about-your-Services & Systems-Issue-of-Year"!

Info for Buyers
Special Issue·Jan.4
What an Issue to Sell*in. Ads close Dee. 23.

*Group Life & Health Insurance / Pension & Profit-Sharing Plans / Property & Liability

Insurance / Employe Savings & Investment Plans / Safety-Security Systems.

business insurance pension investments/financial services
for buyers of employe, property and liability protection /

N.Y.: 630 THIRD AVE, ,
(212) 986-5050

CHICAGO: 740 RUSH ST. , LA: 6404 WILSHIRE BLVD.

(312) 337-5200 (213) 651-3710

GROUP
HEALTH RATES AT

NEW ENGLAND LIFE
WILLSTAYTHE

SAMEFOR
36 MONTHS.

WE GUARANTEE IT.

At New England Life, group health plans now come with a three-year rate guarantee.
Which means that a group (from 10 to 100 people) can protect its future

for a full three years, at today's prices.
A real bargain when you consider the dramatic inflation in medical care costs.
Our health insurance plans are flexible because we don't sell them on a package basis.

Instead, we leave lots of room so that the individual employer will wind up
with a plan shaped to his individual needs.

And we make sure that our coverages are in tune with today's needs,
like convalesceni care. Doctor's office and home visits. X-ray and laboratory expenses.
And major medical maximums up to $50,000.

So now employers can stop losing sleep over rising group health insurance rates.
Because New England Life has a plan that will help stabilize the cost of·doing business.
We guarantee it.

]e/md
life

New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Massachusetts 02117
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Green Stamps: A benefit beyond the fringe?
NEW YORK-Sperry & Hutch-

inson naturally considers the giv-
ing of Green Stamps as an em-
ploye incentive benefit to be-well,

the greatest thing since green
stamps came along.

And with good reason, perhaps,
for a growing number of U.S.

companies have adopted trading
stamps as a benefit that goes be-
yond the usual fringes. Redemp-
tion stamps are now being used,
for example, to reward an em-
ploye for a job well done, in-
creased sales, a good suggestion,
a period of time with no accidents
or practically anything an em-
ploye may do to earn an award.

The S&H incentive division, in
operation for about nine years, is
growing rapidly and contributes
approximately $25 million annu-
ally to the firm's coffers. Other

trading stamp firms (King Korn,

for instance) have similar incen-
tive programs, but S&H still re-
mains the industry's jolly giant.

"We are active in many types
of incentive programs, said Mer-
ritt Anderson, national sales
manager for S&H's incentive di-
vision. "Many of the safety pro-
grams have paid their own way.
Employe recruiting has come on
strong recently but sales incen-
tives are our biggest dollar vol-
ume. Suggestion and reduced ab-
senteeism programs are also pop-
ular."

THE SMILING, pleasant Mr.
Anderson then pointed out that

his company had subsidiary in-
centive divisions, such as a travel
award program, headquartered in
Detroit, and a prize point setup.

"The travel awards are usLE.ny
given to salesme n," he noted.
"You know, the man with the

biggest sales vclune wins a trip
to Puerto Rico ce Mexico, that
kind of third."

Prize point .ncen:ives have
been around much longer than
have stamp incentives, according
to Ephraim Glassman, operations
manager for the .ncentive divi-
sion. "The basic difference be-

tween a prize point program and
a stamp program is the ultimate
payoff," he said. 'The employes
accumulate points rather than

stamps. They then receive a prize
point check, which looks just like
a bank check. Tney are given a
catalogue, which is priced in
prize points, and order what they
want. It is a mail order redemp-
tion."

The American Eagle
Symbol of American Re-Insurance Coverage

We've covered the insurance market for over half a century,
providing skilled backup in casualty, fidelity, surety, fire and allied

lines, and marine risks.
Because of our close association with industry, commerce, and

people, we're in an excellent position to help insurance carriers
bear the burden of risk in virtually any area.

Our complete facilities offer the capacity, speed, and imagination
necessary for today's demanding reinsurance risks.

Look for the American Re-Insurance Company eagle. It is a
symbol of stability in the reinsurance market.

AMERICAN RE-INSURANCE COMPANY
99 John Street, New York, N.Y. 10038

Mr. Glassman told Busivess In-

surance that "Erize points were
the original way the bus.ness was

done. They date back quite a few
years."

He noted tha. the prize point
concept had a few draw-backs,
such as the length of time in-
volved because c·f the mill order-

ing as well as the fact -.hat peo-
ple would rather go to a redemp-

tion center so they could actually
see their prize before they got it,

ONE OF THE PRIZE Noint pro-
gram's strong points is hat "it is
anonymous. If there is an anti-

stamp feeling, like :hat encoun-
tered at some service stitions, or
the problem of cinflicting stamps,
you have to use a prize pint pro-
gram."

He explained that by conflict-

ing stamps he meant that if a

grocery store gave trading stamps
other than S&H to its customers,
it would be difficult for a dealer

to award the store's employes with
S&H Green Stamps.

One reason for the burgeoning

popularity of stamp incentive pro-
grams could well be their relative-

ly low cost. S&H programs have
been started for as little as $150.

"The stamps cost the employer

$2.50 per 1,000," Mr. Anderson
pointed out. "It takes 1,200 stamps
to fill a book."

HOWEVER, Mr. Anderson felt
that there was more to it than

merely the cost factor. "Let's be
realistic," he said. "You'd insult a
guy if you gave him a two-bit
piece at the end of the week. You
give him 100 stamps and it's a
different thing entirely. Most of
those rewarded would know that

it takes $120 in retail sales to get
enough stamps to fill a book.
That way 100 stamps have much
more value than their actual
monetary worth. They just look
good."

There are even more reasons

for the growth of the concept.
"F amilies ean combine their

starnps because of these pro-
grams. The man can bring his
stamps home from work and give
them to his wife, who probably
got some while she was shopping.
They add up," Mr. Anderson not-
ed. "Also, cash has no identity. It
goes i nto the budget, or some-
where and you don't see it.

Stamps, on the other hand, are
turned into merchandise which

has a more lasting impression."

Whatever the reasons, Sperry
& Hutchinson Co. has more than

4,000 active accounts in the in-
centive division including, to
name a few, General Electric Co.,

Xerox Corp., Coca Cola Co. and
National Cash Register.

"You might recall the TWA
campaign when they offered their
employes $ 1 million for providing
good service to customers," Mr.

Anderson said, smiling. "Well, that
program is now being done with
Green Stamps rather than money.
And they've told us that since the
switch to stamps, there has been

Continued on page 40

S&H will not

acquire Paige
NEW YORK-The Sperry

and Hutchinson Co. will not

acquire John C. Paige & Co.,
its Boston-based insurance

broker. It had been an-

nounced earlier this year that
anacquisition agreement in
principle had been reached be-
tween the parties (Business
Insurance, July 6).

Although no reason for the
decision was given, Daniel A.
Carpenter, who heads the
Boston partnership, told

Business Insurance, "It was
just a case in which things
didn't work out the way we
thought they would original-
ly."

According to Mr. Carpen-
ter, the decision to break off
the agreement will "not in
any way" affect the broker-
client relationship Paige and
the S&H stamp people have
enjoyed for years. "We are
continuing business with them
as usual," he said. "We still
see a need and room for qual-
ified and professional broker-
age houses such as ours with-
out becoming a giant."
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The drug prob/em: Business becomes concerned
By GEORGE LANGWORTH

NEW YORK-When you ask a
businessman about his company's
exposure to or experience with

the abuse of drugs, chances are
you'll either get a mouthful of
platitudes on the subject or an
avoidance maneuver faintly remi-
niscent of an ostrich.

Still, there seems to be an
emerging problem of drug abuse
in business. Diverse, murky and
extremely complicated, it's sim-
ply too scary for many people to
handle, apparently. Drug abuse
includes the shock of entering the
executive bathroom one day and

catching a glimpse of a guy
yanking his belt tightly around
his bicep and jamming a needle
into his arm.

Drug abuse also includes the
waft of sweet smelling smoke you
might notice occasionally in the

hall. But the press of whatever
you're involved with at the time
gives you only a second or two to

wonder how that smell got all the
way up on the 53rd floor.

IF YOU EVER stop along the
highway for a cup of coffee at an
all-night truck stop you might
see some of your fellow travelers

helping their coffee out by pop-
ping a little blue-green, or black
or brown "pick-me-up." "The
only thing is," said one source at

a large drug rehabilitation organ-
ization here, "it's not just truck
drivers any more-it's the deci-

sion-making executives who're
looking to speed."

"Oh, that's incredible," replied
a medical director of one large
container manufacturer when

Business Insurance asked him to
comment on this. "We don't no-

tice a wide usage of ampheta-
mines ("speed" or "ups"). Hero-
in's the problem."

"What about marijuana? Well,
if an employe's smoking it while
he's on line," said another source,
"then we have a problem. In gen-
eral, we don't concern ourselves
with what an employe does while
he's off the job. That's his busi-
ness."

Another spokesman from a
manufacturing firm pointed out
that there are many people with

weekend drug habits. "There's
not much we know in the way of
dependable statistics on this-ei-
ther about just how common it is
or how badly it effects the em-
ploye's functioning during the
week." When first queried about
the drug abuse phenomenon, the
source likened· it to an iceberg: "I
don't see much of it yet, but then
again I know a lot is there some-
where."

CLEARLY, there are a bewil-

Tax slants...
Continued from page 18
rent tax on the company's contri-
bution. (I.R.C. Sec. 402(b) ). If
the employe's rights to the fund
were forfeitable, however, he
would not be currently taxed.
That resulted not only in the loss
of the company's current tax de-
duction for its contributions, but
also loss of the later deduction at

retirement time when it actually
made payment to the employe.

Through changes in Sections
402 (b), 403 (c) and 404 (a)(5)
of the Internal Revenue Code
under the Tax Reform Act, the
lost tax deduction threat to the

employer under funded plans on
which the employe's rights are
forfeitable, was removed. This
change allows a tax deduction
when the company actually

makes payment to the employe. •

dering array of ideas and atti-
tudes about drugs, and few of
them bear any relation to each
other. Most people talked to
agree that drugs are first of all
an educational problem. "Every-
one in the company should have
a working knowledge of all drugs
(not just "pot" or heroin), what
they do to you, what the law
regarding them says, etc."

But what is a company's re-
sponsibility in this problem? How
does the management respond to
employe drug abuse? "When in-
dustry confronted a similar di-
lemma a decade ago regarding
the alcoholic," said the Research
Institute of America in one of its
September staff recommenda-

tions, "most companies adopted
the attitude that a man's drinking
habits were his own private af-

fair. A handful of companies-
most of them industr.al giants-
created elaboi ate programs aimed
at rehabilitation. Eventually, in-
dustry recognized that the best
appriach to alcoholism was in
terms of its aMect on j-b perform-
ance:" t-ie recommendation pointed
Out.

Several of those firms sur-

veyed by Bl.:iness Insurance ir.-
dicated thai they felt drugs
should be handled like alcohol-
ism. "As wilh alcoho." said one

medica. di. eztor, "w€ explain to
our employes that M they are
caught usirg a drug which is ille-
gal they may well be fired. Our
approach is :hat the employe is
responsible f. r keeping himself in
good health so that be can per-
form his jot. The extent which
drugs impair his perbrmance is

the degree b whiih his use of
drugs : eopardizes his job," he ex-
plained.

How fast are companies wak-
ing up to the drug problem?
What kind if impetus do they
have? 'Generally, the business
firms in the i arger zities, we find,
acknow:edge the e rug problem
faster than their rural-based

counterparts:' noted the medical
director c f one gia -t life insur-
ance company whi preferred to
stay nameless. "All of them have
to face up to it, hz:wever. Drugs
are everywhere new:."

EVERYWHERE? *'There's only
one hign school and a grammar
school .n o·ar liztle town," ex-
plained the medic El director in a
large Connecticut manufacturing I
plant there the 0-her day, "Kids

can buy heroin or cocaine there

the corner newsstand. Marijuana
is about as hard to find as wa-

ter," he said.

Continued on page 50

ACCOUNT

EXECUTIVES
Large, progressive NY insu)·-
ance brokerage company is
seeking knowledgeable ac-
count executives, particularly
resourceful in marketing
Commercial Lines. Opportun-
ity unlimited. Salary open.
Reply to:

Box 139, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

Ittookthebest brains in thebusiness

to come upwithagroup life plan
so different,150compapy presldents

bought it on sight.
Since nearly 3,000 companies se-

lected Phoenix Mutual for their group life
insurance in 970, you may wonder why
we're singling out ii 50 to talk about here.

The answer is simple.
These 50 some of them

names you'd know instantly
were offered a totally

new concept in group
insurance.

Not every corn-
pany is eligible for
this new idea.

" A simple idea, 47

"But no one's ever 4, /
done it before " h',

But those that are find they get sig-
nificant savings. (Along with a number of
other equally significant advantages.)

As a result, a lot more people are

finding out what we mean when we
say we have "the best brains in the

1

Why not see what we may be
able to do for your group ?
All you have to do is pick our

brains.

Phoenix Mutual.
Pick our brains.

 It puts the risk
where it belongs."

" These savings
can be dramatic."

"Brilliant!"
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Corporate headquarters, Phoenix Mutual I.ife Inranc-e Co., Hartford, Conn. Member,The Phoenix Companies.



An Inside Approach to Practical Safety.

• No periodic survey could find all the

hazards in an industrial plant that may

operate 6,000 hours a year. Special pro-

cedures or seasonal operations can re-

quire a temporary change in normal
routine, introducing new hazards.

That's why Z-A's engineering depart-

ment works so closely with a plant's

operating personnel-the people who
are in daily contact with all the pro-

cedures... special, as well as regular
and their inherent hazards.

If an accident potential exists, or
records indicate a problem. Z-A's rep-

resentatives will help your plant per-
sonnel develop practical solutions-
that will achieve the desired result

without unnecessary strain on
production or budget

This practical, realistic approach is

welcomed by clients. If you are not

receiving this service-for your sake,

have your agent or broker get in touch
with Z-A !

ZURICH INSURANCE COMPANY

AMERICAN GUARANTEE & LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY

ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackso, Blvd., Chicago, Winois 60604. Phone: 922-3124

OFFICES IN New York, Boston. New Haven. Buffalo, Latham, N.Y.,
Orange Philadelphia, Pittsburgh, Baltimore, Greensboro, Atlanta,

Richmond Cantin, Cleveland. Cincinnati, Toledo, Detroit, Grand Rapids,
Minneaoo is. Milwaukee, Chicago. Jackson. New Orleans. Dallas, Houston,
Des Moines St. Louis, Kansas City, Portland, Sacramento, San Francisco,
los Angeles Phoenix.
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by Gerald W. Wilson,
arclyst of corporate insurance,
New York, N. Y.

business inslirance, November 23, 1970/37

New frontier for insurance:
Rehabilitative medicine

by Raymond Q. Seyler, M.D.,
medical director,

Insurance Company of North America and
M. h. M. tee, M.D., F.A.C.P..
Goldwater Memorial Hospital, and
consultant #0 the INA MEND institute,
Human Resources Center,
Albertson, N. Y.

I N THE PRAGMATIC world of theinsuranze industry, any talk of new
frontiers is likely to raise ,€yebrows or
prcduce yawns. But the fact is, there is a
new frontier that we in the industry
have not fully explored. The new fron-
tier is rehabilitative medicine.

Ironically, one of the concerns that has
preoccupied us-the spiralling cost of
doing bus:ness-may be the very thing
that will eompel an overdue look at this
new frontier.

Let's consider just a few accident sta-
tistics-excluding property damage-to set
the parameters for our subject. The most
recent complete government figur€s are
from 1968 In that year, when the nation
los: $22.7 billion in accidents in which
death and injury occurred:

. Wage losses, both current and fu-
ture, accounted for $6.3 billion.

• Medical fees and hosfi-al expenses
represented $2.4 billion.

• Lost wages for the injured, but not
disabled, totalled $3.5 billion.

• Almost $5 billion was spent by in-
surers for insurance administrative and
claim settlement costs.

From a productivity point of view:
a In 1968, approximatel> 245 million

work days were lost to work injuries.
s More than 135 million future work

days were lost due to 1968 infuries.
. The cost of work accidents to in-

dustry rose to about $100 per man per
year.

e The total cost of work accidents
increased by 8%.

AT PRESENT, THERE ARE approxi-
mately 51/2 million disabled Americans
under age 65. Of this number, less than a
million receive disability payments un-
der federal old age, survivors or disabil-
ity health insurance programs. The re-

medicine and public health. Traditional-
ly, rehabilitative medicine was regarded
as an ex post facto sort of undertaking:
the restoration, if possible, of some de-
gree of lost function to the disabled. But
just as public health has extended to
areas once peculiar to clinical medicine,
while clinical medicine has become in-
creasingly involved in epidemiology, so

'And because the obiective is sound...a new partnership is
emerging: rehabilitative medicine and the insurance industry.'

mainder-some 4 42 million considered so
severely disabled as to be unable to
obtain and hold permanent jobs-are
wholly without disability benefits. For
them, survival-bare survival-is found
through public assistance, organized char-
ities, or kindness of family or friends.

While it is evident no program can be
devised that can return all these individ-
uals to productive lives, it's also evident
substantial numbers could become self-
supporting if more would be done to
assist them medically, vocationally, psy-
chologically and financially. And . be-
cause this obj ective is sound, both hu-
manistically and economically, a new
partnership is emerging: rehabilitative
medicine and the insurance industry.

Until relatively recently, rehabilitative
medicine was a poor cousin to clinical

has rehabilitative medicine expanded to
include preventive medicine. In the

words of Dr. Howard Rusk, director,
New York University Medical Center,
Institute of Rehabilitation Medicine, re-
habilitation is the "third phase of medi-
cine." In short, it has come of age.

The import of this to the insurance
industry is much greater than may be
realized at first glance. While our indus-
try has long recognized the economic
importance of preventive medicine in the
sense of accident prevention, a new con-
cept that is just emerging is that involve-
ment in rehabilitative medicine may also
prove to be economically sound. For exam-
ple, if an insured becomes disabled to a de-
gree that might require long-term main-
tenance as an unemployable, the cost to
the carrier can be substantial. However, in

Do corporations really want
insurance risk managers?

Gerald W. Wilson

 T IS NOT readily apparent whether ornot corporations really want corporate
insurance risk management. Talking to
corporate insurance managers (who on
this subject are very retieent with regard
to their own experiences) one cannot but
be impressed with the rather universal
experience common to most of them that
the transition from insurance buyer to
risk manager is extremely difficult. It ap-
pears that the transition, if made at all, is
an individual and personal one and there
is no guarantee that the designation is in-
corporated into the corporate structure or
that any successor would fall heir to the
assignments as insurance manager.

As long as the risk management func-
tion is performed on a personal basis there
is scant probability that it would be codi-
fied into the corporate functions as as-
signed to the corporate risk (or insurance)
manager.

Perhaps the patent conservatism of
many risk managers and in some the ob-
vious "nervous nellie" attitudes are di-
rectly attributable to the personal, if not

informal, assignments of the risk manage-
ment functions to the insurance managers
position by upper management. In those
corporations where the access to the conn-
munication streams are highly informal
and personal this appears particularly
true.

Any insurance manager looking for em-
ployment in his specialty and probing
what his prospective employers say they
would want for the job cannot long escape
the conclusion that whatever he as an
applicant may consider as the concrete
realities of his specialty-his employers
hold a somewhat more limited view. This
view is somewhat between a competant
insurance buyer and an escoteric (but
cheap) financial wizard. In any event the
chemistry of the insurance manager with
his immediate supervision becomes the
most important factor in his career.

MOST POSITIONS FALL into one of
three situations:

• Management training spots--this

recognizes the fact that the position has an

many eases, immediate and comprehensive
assistance to the insured to provide him
with new skills, in spite of his disability,
may make him once again employable and
take him off lifetime maintenance rollg
at less total cost than the outlay required
for retraining. For example, a claimant
entitled to $100,000 for permanent total
disability might be treated medically, re-
trained and provided additional 'financial
help for a total expenditure of $25,000.
The insurer so involved not only saves
$75,000, but returns a self-supporting, tax-
paying citizen to the community.

AN ADDITIONAL ECONOMIC plus
that may be realized by this approach is
that costly secondary disability, a com-
mon occurrence with the severely disa-
bled living sedentary lives, is often ob-
viated.

While the economic advantages stated
above should be sufficient to focus at-
tention on the soundness of insurance

industry involvement in rehabiltative
·medicine, two other factors can be cited
to make the point even more emphatic:
Increased longevity brought about by
rapidly advancing medical technology
will increase the maintenance pay-out
and soaring costs of medical care Will
make that maintenance more expensive.

In considering programs of rehabilita-
tive medicine, what should the objectives !
of an insurance company be? At Insur- i
ance Company of North America, we list ,
the following:

• Greater service to policyholders.
• Control of loss prevention.
• Accident prevention.

• Rehabilitated becoming insurance
buyers.

• Contributing to community health'
and welfare.

• Profit and growth.
Paradoxical as it seems, greater ex-

penditures for rehabilitation by insur-
ance companies can save money, as has
been illustrated. Thus, profits are en-
hanced and greater growth is possible.
Growth and profit can be positively af-
fected by our first point, providing

Continued on follou,ing page

overview of the whole corporation inher-
ent in few other positions. The emphasis
however becomes one not on the profes-
sional capacity and the career benefit of
this specialty to the corporation but rele-
gates its consideration of it to the more
prevelent specialties such as accountant or
attorney. There are not that many qualified
corporate insurance people available.

• Assistant-staff to treasurers, finan-
cial vp or personnel vp. This is the more
ordinary placement of the specialty within
the corporations and the best to be ex-
pected. It is here that the insurance hat is
most firmly set on the head of the manag-
er. Ocassionally another assignment will
be given to the manager such as analysis
of a real estate, plant expansion or merger
situation. But expansion into realms of
plant operation and planning are per-
formed only obliquely as the contribution
to be made can be immediately justified
at the propitious moment. To this extent
the insurance manager must build up a
personality account upon which he must
capitalize to further perform his function.
He must perform within the acceptable
criteria set by his immediate superiors
since he is operating in personal rather
than functionally accepted territory. Like
all executives he is subject to second
guessing by both his management and his
agent or broker, insurance consultants if
he has them and every representative of
outside services which may be assisting

Continued on following page
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Frontier.
meeting this responsibility But by great- thinking to rehabilitation, almost 6,000 ucational needs of the disabled As its name
er involvement in rehabilitative medi- cases were closed at a corporate savings implies, the MEND program encompasses

I m cine, our industry can properly and prof- of almost $7 million Looked at another way, most of INA's work relative to rehabilita-
itably assume a more important role, in order for INA to have produced an un- tive mecicme

Continued from preceding page rather than leave it to government The derwriting profit of almost $7 million, using The MEND concept, originally de-greater services to policyholders Clear- net result of this stronger expression of a 2% profit figure, the company would have veloped by an INA subsidiary many
ly, that company which provides the responsive, community-oriented free en- had to write approximately $339 5 million in years ago, is an outgrowth of extendedgreatest benefits for a given cost will do terprise would be to have more inde- ne,T premium business benefits for workmen's compensationbetter in marketing insurance coverage pendence on the part of a less heavily In terms of commun_ty impact, using pollcies At present, as a total companyBy offering a comprehensive program taxed citizenry an average age of 40 years with 25 years program, all appi opriate cases of physi-for rehabilitation, a more attractive pack-

of pioductivity left per worker, and as- cal injury or disease arising under con-
age can be presented AMONG THESE MORE independent surring a median income of $7,182 tracts written by INA and its suk)sidiar-

PREVENTING LOSSES brings into ies are eligible for rehabilitation consid-

eration, not Just workmen's compensa-play new concepts in rehabilitative med-
icine In the paper, "The future role of tion This includes third party claimants

Cases arising from auto and general lia-rehabilitative medicine in community sBy becoming a prime mover for rehabilitative medicine in
health," (Medical Clinic of North Amer- bility accident and sickness and reinsul-

ance are also included
ica, Vol 53, No 3, pp 719-733, May
1969) Goldwater Memorial Hospital phy- the community, we can make a real contribution to the public.' The INA MEND program includes

sicians M Itoh, MD and M H M Lee, eai ly medical rehabilitation, financial

MD, FACP, and consultant to the INA  assistance to the injured party and his
MEND Institute, Human Resources Center, family, long-range psychological coun-

seling for the insured and his family andAlbertson, NY, see expanded programs m citizens we could count our retrained, self- ( 1967 ), the 13,742 cases served by INA
vocational and educational trainingrehabilitative medicine as the key to this sum)oiting ex-disabled, who also would be durmg the report period represented a

The INA MEND Institute, located atUsing an epidemiological approach to func- good insurance customers and witnesses to return to the community of- approxi-
the Human Resources Center at Albert-tional diagnosis, analyses are made of host, what we can accomplish for the individual mately $2,367,376,100

agent, and environmental factors in pre- and the community son, Long Island, has been operative
Tnat's right, more than $2 billion

venting disabilities, both prunary and sec- only two yeais There are foui majoi
Contributing to the health and welfare And ours is a young program

ondary areas of activity research, vocational
of the community lS the net result of all

evaluation, libi ary services, and educa-Primary disability prevention is no the other oblectives enumerated here BUT WHILE OUR EFFORT is in its
tional seminars Research projects nowstranger to our industry, most larger While the benefits should be apparent to infancy, the nucleus for something much underway includecompanies have divisions concerned with all, it might be well to consicer the greater has already been formed A re-

• Relation between Industrial stresssuch things as industrial safety, high- question of industry image in this con- view of some of these efforts may pro-
risk group surveillance, and health edu- text The hard truth is that ours is an vide better insight 1 egarding rehabilita- and physiological changes in disabled

and normal workeI scation In the area of secondary disabil- industry that is not understood And in tive medicine, INA-style
tty, however, we are less sophisticated all honesty, our reputation for being INA groups having a direct influence • Intrinsic nature of attention and its

This is due, at least in part, to our monolithic, unfeeling, and yes, even in- in prevention-rehabilitation include Safe- relationship to safety in the normal and

unfamiliarity with advances in rehabili- human, has been won by us less by our ty and Engineering Services, the INA disabled worker

tative medicine Increasingly, there is deeds than by our lack of them BY MEND program and the INA MEND In- • Geometi y of the work station and
concern on this front for early diagnosis becorning a prirne rnover for rehabilita- stitute its relation to fatigue and productivity

of disabling factors, and the prompt and tive medicine in the community, Ne can . Safety and Engineering Services de- for the normal and disabled worker

total treatment of the disabled with a make a real contribution to the public
velops and manages tctal loss control • Correlative value of skills and task

view toward rehabilitation, rather than good and to our own private enterprise programs for insured and potentially in- requirements in predicting vocational suc-simple survival Even tertiary prevention While we at INA consider 02.rselves surel customers An important part of cess in retai ded workershas a place in the new concept In some pioneers in insurance company rehabili- this activity is evaluation of the in-
cases, where the disabled can't be re- Much valuable expeilence about disa-

tative medicine, we also realize we have sured's risks, and the identification and bled workers is being gained at Abilitiestrained, a wife or other family member
only just scratched the surface of this prevention of conditions that offer po- Inc, another facility within the Humanmight be specially educated to obtain a promising and exciting field tential hazards to personnel, equipment Resources Center Abilities Inc is aJob that will keep the family economi-

cally self-sufficient A side benefit of But while our effort to date is fairly and product safety due to accident and/ small factory doing competitive subcon-
modest, the results we've achieved are or injurysuch an effort might be a reduction in tracting for a number of Long Island
not, and what they portend for the fu-

medical problems related to emotional In considering safety factors, all class_ industries What makes Abilities Inc
ture is impressive indeed

stress for a breadwinner who suddenly ical approaches to evaluation, such as unique is that its entne work force is
faces loss of earning power inspection, investigation and analysis are either disabled or retaided In this sense,

CONSIDER THESE STATISTICS com- used But sorne new disciplines are emerg_ the factory is also a laboratory in whichAccident prevention and loss preven-
tion go hand in hand While all in our

piled between October, 1965, and Decem- ing tnat may prove very significant Among the disabled can learn, and where
ber, 1969, when INA served 13,742 rehab- these are incident recall, which focuses at- knowledge concerning the disabled canindustry have some understanding of ac-
ilitation cases In that period ·

cident prevention, a related aspect- tention on "critical incidents" which could be derived
• 9,715 cases of financial rehabilita-

problems of controlling multiple causa- have been, but weren't, injury or loss ac- What INA has done to date with reha-
tion were served, of which 4,269 were

tive factors of illness-is less well un- cidents, biomechanics, in which new think_ bilitative medicine is not presented as a
closed

derstood Recently, more attention has ing is applied to old concepts to see if work model to be copied by everyone interest-
been paid to this concept as the public • 4,027 medical and vocational cases situations and tools are really designed for ed in the field But it does show what
has become alarmed at our deterioration were served, of which 1,654 were closed optimum human use, for example, re-curv- one company has been able to accom-
more shall be heard on this subject In terms of financial impact on INA, ing the angle of wrenches to better fit plish in a relatively sholt time

The - matter of private over govern- the following applied hands; attention diagnostic method (ADM) Our industry is standing on a new
mental health care for our citizens is an • In the financial and rehabilitation in wnich attention spans of individuals are frontier Rehabilitation lepresents more
old debate that continues as the public area, INA saved $4,159,013 measured to learn optimum safety fac- than an economic opportunity for insur-
demands more and more in the way of • In the medical and vocational reha- tors in industrial situations requiring ance companies It leads the way to a
services. By this time, it must be clear to bilitation area, INA saved $2,631,662. special concentration whole new way of doing business in a
all that the private sector has lagged m In brief, by applying progressive MEND lS an acronym for medical and ed- rapidly changing society

Risk men agent would have to be sold the merits of • Proposal of alternative employe ben- resource management (both physical and

...

risk management first efit plans and, or in lieu of, wage in- human), no other function has more direct
creases and wage and other continuance relationship to this than the insurance risk

THE AUTHOR HAS TALKED to nu- schemes Trying to get a reactive manage- management function with its process for
merous corporations concerning risk man- ment to waste time creating plans that handling loss probabilities It is a shame

Continued from preceding page agement and has been amazed at the reac- may never go into effect is one of life's that business management rejects this and
him He is constantly faced with a dilem- tions elicited when it was suggested that more adventurous experiences in the main prefers to discourage develop-
ma His Job is to prevent or ameliorate the corporate insurance risk manager ment of this within the organization at a
loss consequences But he gains credit would be mvolved or could make a contri- THERE ARE SEVERAL possible ways logical point through persistent non-rec-
when his Insurance premium equates with bution in such areas as to improve the picture which appears ognition of the risk management potential
his loss receipts In short, as an insurance • Property conservation ( a program prevelent concerning the acceptance by within the insurance function It lS fairly
buyer he lS measui ed, as a resource man- for construction and practices which corporations of insurance risk manage- obvious that whatever risk management is
ager or administrator he lS not accepted would reduce the effects, probabili:ies and ment as a part of insurance risk handling being performed within these corporations

• The last category of insurance man- chances of losses to property); within the corporation it is being performed in a haphazaid man-
ager is an ever present reality, although lt • Planning for expansion of plant and As insurance brokers and agents and ner and tne cost is being reflected perhaps
is nevei labelled as such That lS the process so as to maximize profitabihty and attorneys must be licensed so perhaps in such areas as the persistence of mar-
financial or personnel department liaison increase asset value, shou_d insurance managers Every corpo- ginal ventuies, higher than feasible over-
clerk This Job is to take orders and trans- • Real estate and leases; ration with assets or sales in excess of $99 head costs, heavy debt commitments, cash
mit orders for insurance coverages and to • Review of contracts from the stand- million should not be allowed to purchase flow impairments and perhaps emphasized
see to the orderly payment of premiums point of reducing assumption of liability insurance without a quahfied RM (risk disemployment of women and men over
and losses and to see to the timely trans- and orderly assumption of liability by manager) in its employ the age of 40 and last of all, antiquated
mission of information to and from insur- built in administrative agreements That a Elimination of all unlicensed (as bro- transport and distributive systems .

ance carriers These positions would more manager would be concerned with a com- kers or agents) insurance consultants is
appropriately be called insurance buyer or pany's purchase orders caused one vp of necessary The detrimental effect of m- Gerald Wayne Wilson is an analvst of
broker's (or agent's) representative Any finance to almost have a heart attack on surance consulting upon the profession of corporate msurance in New York He re-
deviation would fall into the category of the spot As a part-time attorney he felt corporate insurance risk management is a ceived his A B degree in economics from
creating problems and a person holding personally insulted at the presumption, subject for a different article Withams College in 1950 MT Wilson has
such a Job has a long road to the fields • Corporate assumption of insurable The future of business management operated his own consultant fzrm and served
where he could exercise corporate risk losses when not ] ustified by commensur- portends to be one of increased recognition at several Insurance companies, Cities Ser-
management Chances are the broker or ate premium savings, of tt e role it performs in the area of vice and North Amegican Rockwell
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Predicts no-fault auto will improve highway safety
CHICAGO-The future of the

no-fault auto system is very
bright, though admittedly it has

rough edges that need to be
smoothed, according to Ben
Schenck, first deputy superintend-
ent of insurance in New York.

He also regards the institution of
rio-fault compensation as a def-
inite means of improving high-
way safety.

The New York system, if ap-

proved by the legislature, would
hold the owner of a commercial

vehicle 100% liable for any acci-
dent in which that vehicle is in-

volved. This, said Mr. Schenck, is
equiteble because the commercial

owner is in a better position than
the private auto owner to affect
whether or not an accident will

Fran < B. Ha & CO.
Frank B. Hall & Co., Inc. and Parker& Co. International, Inc.

are pleased to announce the merger of their facilities,
effective December 31,1970.

This melding of two of the leading insurance brokerages

results from the acquisition of Parker assets from
International Utilities by Frank B. Hall.

Mr. Melvin Holmes, President of Frank B. Hall and Mr. R. W.

Davidson, President of Parker International both view this

step with great satisfaction, particularly because both clients

and stockholders will benefit from this maior move.

Parker & Co. Interictional, Inc. headquartered in New York

City will continue to operate from their present office
facilities with R. Leslie Cizek, Chairman of Parker and

Richard W. Davidson, President, continuing to serve in their
respective posts.

At the same time, Frank B. Hall has acquired Seltzer,
Mitchell & Coyle, Co. of Philadelphia and George E. Brown
& Sons, Co., Inc. of Berkeley, California. Like Parker
& Co., they are insurance brokerage subsidiaries of
International Utilities Corporation.

Frank B. Hall & Co., Inc.
67 Wall Street, New York, New York 10005
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Parker& Co. International, Inc.,

is pleased to announce the merger
of its facilities with those of

Frank B. Hall& Co., Inc.,
effective December 31,1970.

Mr. R. W. Davidson, President of Parker International and Mr. Melvin

Holmes, President of Frank B. Hall & Co., both view this step
with great satisfaction, particularly in that our clients can

only benefit from the combined services.

Parker & Co. International, Inc. headquartered in New York City
will continue to operate from their present office facilities with
R. Les}ie Cizek, Chairman of Parker and Richard W. Davidson,

President, continuing to serve in their respective posts.

PARKER & CO.

international, Inc.
Aviation and General Insurance

99 Park Avenue, New York, N.Y. 10016 • 212/687-6960

Philadelphia, San Francisco, Coral Gables, Jacksonville, Washington,
Atlanta, Boston, Mexico City, Caracas

happen; he has strict control over
the type of vehicle his company
uses and how, when and where it
is driven. It will be possible for
auto insurance rates to vary

more with safety devices used on
a car under the proposed New
York plan and this, he said, eou-
pled with experience rating of
commercial vehicles as a whole

and each company on an individ-
ual basis, should lead to greater
efforts to raise safety standards.

Mr. Schenck, speaking at the
annual insurance conference of

the American Management Assn.

in Chicago, added that treatment
of commercial vehicles is not a

fundamental point in any no-
fault auto system and "could go
either way."

WHAT IS fundamental, he
said, is to devise a system that is,
in practice, a means of compen-
sating auto victims. Our present
system, he said, is composed of
tort law and liability insurance,
which are in basic conflict with

one another, and does not work
for the benefit of the victim.

Tor: law is designed to make
the wrongdoer pay for the loss he
causes, he said, but liability in-
surance is designed to make sure

that he never pays. In practice,
said Mr. Schenck, only 44 cents

of the auto insurance premium
dollar goes to the auto victim; 8.5
cents of that pays for losses al-
ready paid by other forms of in-
surance, such as hospital cover-
age, and 21.5 cents is for pain
and suffering.

Also, he added, 23 cents out of
the auto premium dollar goes for
claims and adjustment, whereas
in workmen's compensation cases
this cost is only ten cents and in
health insurance cases the cost is

only five cents.
The relationship of the auto

victim, under the present tort
system, he continued, changes
with the size of his claim. It is

worth something for an insurer
to pay money on small claim just
to get rid of it, the state official
noted, and in reverse it is eco-
nomically worth something to the
insurer to fight a big claim.

"AND SO THE fact is that the

21.5 cents for pain and suffering
often goes to the less seriously
injured victim with the smaller
claim. That 21.5 cents becomes a

Stannps...
Continued from page 34

greater participation and greater
response:"

The 4,000 accounts are serviced
by some 550 people, 50 of them
incentives specialists. "The other
500 are our regular field repre-

sentatives force. They look into
new programs for us in their
areas. In fact, the bulk of our
in-plant campaigns come from
our field force."

SPERRY & Hutchinson was

the first trading stamp company
to venture into the incentives

field. "There are other companies
in it now, but we are the only
national outfit. We entered th€

area after a great deal of re-
search. We finally decided the
product was needed and jumped
in," he said.

Mr. Anderson pointed out that
a program could be easily started
because "about 78% of the fami-

lies in this country save stamps
as it is. They are already sold."

The company also makes it
easy by providing promotion ma-
terial and counseling aid to any
company desiring a program.

"Employers like itt," Mr. An-

form of overpayment in some
cases and underpayment in others.

"Our present system is fun-
damentally wrong," said Mr.

Schenck, "and won't be cured by
piling palliatives such as rate
freezes and increased numbers of

judges to handle court cases on
top of it." The no-fault system,
however, raises many questions
worth consideration, he added.
Among those he posed were:

Will it be a state or federal
systern?

Will it be a private system at
all or will it be run by the gov-
ernment?

Will it be handled under auto

insurance or will it be merged
into sorne larger forrn of insur-
ance?

To what extent will no-fault

auto be compatible with the
present system of individual auto
insurance sales? Will it promote
mass automobile coverage mer-
chandising?

Will the levels of coverage be
determined entirely by mandate
or will the required levels be
low, leaving room for the con-
sumer to pick and choose? •

Singers insured for
$3.5 million

LONDON-Seven "POP"
stars 'were insured for more

than $3.5 million when the
company engaging them
floated a new share issue

worth nearly $8 million on
the London Stock Exchange.
This was the amount their
lives were valued at for

the purpose of the company's
assets in launching its new
stock.

The stars included Eric
Clapton, Jack Bruce, and
Ginger Baker, who won in-
ternational farne as The

Cream and have sold four
million records in the U.S.

The others were Barry and
Maurice Gibb (members of
the Bee Gees) John Mayall,
and Georgie Fame.

Management executives of

the business group, including
Robert Stigwood, its chairman,
were insured for $1.5 million
as part of the flotation.

derson pointed out, "because we
help them get everything gcing.
All they have to do is buy the
stamps. They don't have to worry
about merchandise redemption or
any of the after effects."

A typical stamp incentive cam-
paign by S&H and the company
using the program could be bro-
ken down and represented as fol-
lows:

SAFETY-a lunnber products
company.

PROGRAM-To reduce lost-time

accidents in both lumbering and
mill operations and to lead the
industry in safety.

TIME-One year (to be repeated
for three years).

PARTICIPANTS-All employes,
mill and woods (275).
AWARDS-For each accident-

free month, 400 stamps.
DEFAULT-A lost-day accident
loses stamps for the individual
for two months.

BONUS-ach individual with a
12-rnonth accident-free record

qualifies for a 1,000 stamp bonus
providing he attends two safety
meetings on his own time. Total
of 2,000 stamps for a second acci-
dent-free year and 3,000 for a
third.

PROMOTION-Posters, bulletins,
pay check enclosures. •



Union Mutual Life Presents:

Unionmutual
Union Mutual Life Insurance Company has founded a

new organization... one which will develop and market a
wide range of financial products and services through the
parent mutual company and stock subsidiaries.

We use one word to describe this new organization -
Unionmutual. Our new service mark is a simple abstraction
of Portland Headlight. Together they represent a financial
force of companies whose mission is to help people achieve
many of their financial goals. They reflect the great pride
we have in our founder, Union Mutual Life, and express our
continuing desire to be guided by the same sound princi-
ples, insistence on excellence, and innovative spirit which
have characterized Union Mutual Life during its 123 years
of operation.

We think our new corporate look presents us as we
are today...a vibrant, growing company which is creat-
ing meaningful products and services for policyowners
and challenging, rewarding careers for employees and
associates.

We hope you think so too.

IM Unionmutual Union Mutual Life Insurance Company
Unionmutual Corporation
Unionmutual Life Insurance Company of America
Unionmutual Stock Life Insurance Company of New York
Unionmutual Life Assurance Company of Canada
Unionmutual Equity Corporation
Unionmutual Management Corporation
Unionmutual Sales Corporation
Unionmutual Development Corporation
Claims Service International, Inc.
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Consumer Reports finds fish sticks
as bad now as they were in 1961

NEW YORK-The editorial di-

rector of Consumer Reports mag-
azine has taken issue with a story
that quoted a frozen fish stick
manufacturer as saying a report
in the September Consumer Re-
ports on the quality of fish sticks
was factually wrong and merely a
reprint of an article that ran five
or six years ago ( Business Insur-
ance, Sept. 28).

The magazine named a number
of frozen fish sticks as being sub-
standard for a variety of reasons,
including the presence of large,
stick-in-the-throat type bones.
Other reasons for the low ratings
included sanitation findings as
well as texture, taste and odor.

Commenting on the findings,

0

1

In many environments (computer rooms are just one
example), water damage from fighting fire can be
as costly as fire itself. That's why we developed
FIRECYCLE-the world's only sprinkler system that
turns itself off when the fire is out. I f water-sensitive
environments are a problem for you, send today for
details.

an official at Consumers Fish Co.,
Chicago, one of the companies
named as producing a substand-
ard product, declared that the
Consumer Reports story was mere-
ly a reprint. "What they say may
have had a ring of truth then but

is completely erroneous now."
Denying this, Donal Dinwiddie,

editorial director of Consumer

Reports, told Business Insurance
that any similarity between the
two articles is based on the fact

that the Consumers Union of the

U.S., of which Consumer Reports
is the publication, found that lit-
tle had changed in the fish stick
industry in the years between
1961 and 1970. In other words, he
said, things the Consumers Union
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In two great hotels in the French Quarter.
And you don't have to choose - we're
only a block apart. You can hold a ban-
quet in one, a conference in the other.
And playin both. Andchargeeverythingto
your room. You can relive the splendors
of elegant New Orleans at THE ROYAL

ORLEANS and jazz it up in luxury on
Bourbon Street at the ROYAL SONESTA

HOTEL. You'll have twice the facilities,

ROYAL
ORLEANS

A SONESTA HO[EL

testers found to be bad in 1961

were found in approximately the
same condition during the more
recent tests.

Commenting on the contention
by the fish stick company spokes-
man that the magazine had its
facts wrcng, Mr. Dinwiddie said
claims made about the frozen fish

stick industry in its 1970 report
can be readily substantiated by

the magazine. m

Committee
/ I

says no
to no-fault

/RS backs down

on 'public interest'
law firms' tax status

WASHINGTON-T h e In-
ternal Revenue Service has
backed down from its chal-
lenge of the tax-exempt stat-
us of "public interest" law
firms, saying it will continue
to allow donations to these
firms to be tax deductible as

long as they "engage in liti-
gation that can reasonably be
said to represent a broad
public interest rather than a
private one."

Shortly before the Novem-
ber elections, the IRS an-
nounced it would conduct a

60-day study of such organi-
zations, punctuating the in-
tent of the study with the
later-rescinded statement that

donors could no longer be
certain of tax deductions on

funds given even to such or-
ganizations that already have
favorable status.

The news cheered busi-

nesses that have been-or

are afraid they may be-on
the receiving end of Nader-
type pollution and consumer
law suits brought by the
growing number of these
"public interest" law firms.

But it also raised suspi-
cions that the move was

spurred by pre-election poli-
tics designed to show the
business community that the
Republican party is on its
side, and raised the full
wrath of the consumer move-

ment.

Even the President's own

Council on Environmental

Quality and his consumer
advisor, Virginia Knauer,
joined in protesting the pro-
posed IRS move.

MADISON-The Wisconsin ad-

visory committee on auto acci-
dent liability has said "no" to no-
fault insurance.

Rejecting the no-fault theory
as inadvisable, the committee
recommended retention of the

present system, with modifica-
tions.

The committee's decision com-

pleted a package of proposals
which will be presen:ed to its
parent body, the legislative coun-
cil judiciary committee. Ulti-
mately, the recommendations will
go to the 1971 session of the state

legislature.
Among the advisory commit-

tee's progosals were:
. Legislation making unin-

sured motorist coverage manda-
tory for all auto insurance poli-
cies sold in Wisconsin.

• A study to determine if all
Wisconsin motorists should be re-

quired to carry insurance.
• Legislation forcing insur-

ance companies to offer medical

, pay coverage with auto policies.
• A study to determine if in-

surance companies should be re-
quired ic offer coverage for lost Hurricane losses
income due to an auto accident.

In an earlier action, the advi- Commercial Union reports in

sory committee recommended London that its hurricane insur-

elimination of dollar limits in ance losses in the U. S. have

wrongful death cases, =hanges in reached more than $6 million this
the state comparative negligence year, compared with $4.7 million
statute and raising the jurisdic- . last year. But its losses on other
tion of small claims courts from U. S. business are lower than last

the present $500 to $1,500. • year.

twice the great service and twice the fun
that great meetings are made of. Plus
fabulous food in the Rib Room and great
Crejle cuisine in Begue's. Live and lively
jazz in Economy Hall, great drinks and
sounds to match in the Touche Lounge.
An Oyster Bar named Desire and ele-
gant nightcaps in the Esplanade Lounge.
It's all y6urs.
Because it's all ours. And it's all in the

family.

ROAL-0
AND SONESIR

HOTEL

For more information, call or write Jack McCarty, Regional Sales Manager, The
Royal Orleans, Royal & St. Lou is Sts., New Orleans, La. 70140, 504-529-5333.
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Court rules ...
Continued from page 1
rates if he's subject to workmen's

compensation laws of the state
and if he accepts an endorsement
eliminating coverage for extra
passengers," Mr. Boody pointed
Out.

This last condition might be
undesirable for the employer who
allows his employe to use the
insured vehicle for  his own per-

sonal use. H6wever, for vehicles
other than cars such a condition

could be considered appropriate,
Mr. Boody said.

"Another effect this rate reduc-

tion will have is that the corporate
insured's excess limit charges will
be reduced," he pointed out.

The provision under the no-
fault plan disallowing recovery of
damages for pain and suffering if
medical charges do not exceed
$500 is another part of the wind-
fall. "The vast majority of acci-
dents will fall near this range,"
Mr. Boody pointed out, adding,
however, that this amount was
probably still a bit small.

Because corporate insureds

have assets they are frequently a
target of tort litigation in such
cases. Because of the no-fault

law's ban on - pain and suffering
recovery under such medical

charges and a stipulated maxi-
mum awarded for personal injury
of $2,000, Mr. Boody predicted
that tort law might well prove
much less expensive for eorpo-
rate insureds in the future. •

Pakistan...
Continued from page 1

Eastern News, a Pakistani news
agency here, estimated that the
death toll would reach 500,000.
Officially, the government placed
the toll at 55,000. Mass burials of
up to 5,000 in some cases were
reported. The 120-mile-an-hour
cyclone propelled a 20-foot tidal
wave across the entire east Paki-

stani coast, flooding over 100 off-
shore. islands. More than a mil-

lion people were said to be home-
less as a result of the storm.

"Most of the companies operat-
ing over there are local ones,"

one source pointed out, adding
that the government was quite
nationalistic in its insurance reg-
ulations. He noted that while

AFIA and American Internation-

al Underwriters were active to

some extent, British companies
formed the bulk of foreign com-

panies operating here. •

UAW ...
Continued from page 1
years is enough time to spend
working in an automobile facto-
ry, and that years of service, and
dot age, should be the determin-
ing factor for a company-paid
pension.

Briefly, the UAW-GM plan
provides for a pension of $500 a
month for a retiree with 30 years'
service at age 58, reduced by 8%
per year for each year retirement
is earlier than age 58. But the age
requirement will be reduced to
age 56 effective Oct. 1, 1972, the
second year of the plan.

The UAW had asked for the

flat $500 benefit after 30 years,
regardless of age. GM had of-
fered a plan with the age 58 re-
quirement. The year's postpone-
ment of the start-up was a con-
cession to the corporation; the

lowering of the age requirement
in the second year was a conces-
sion to the UAW.

The new contract also provides
for an increase in the basic pen-
sion rate, an increase in the pen-

sion benefits for present retirees,
and beefed-up insurance bene-

fits. •



speaking of safety

By WILBUR CHARLES

FT. WAYNE, Ind.-Modern
fire alarm systems have estab-
lished a remarkable record of ef-

ficiency in the saving of both

lives and property. A large por-
tion of that success has been due

to the use of automatic fire and

combustion detectors, as reported
in previous issues of Business In-
surance. But no mechanical de-

vice now in operation or yet to
be developed can approach the
capabilities of human senses.

Automatic devices "watch"

where men cannot reach and

when men are away. But when
men are present, they see, smell,
hear, feel or taste a fire faster
and react quicker than any man-
made automatic device.

To initiate a call and warning,
one nnerely actuates the nearest
manual fire alarm station. These

devices are wall-mounted pull
boxes which, when operated, ac-
tivate an alarm signal. Modern

stations are of the single action
type, to ensure that a building
occupant will have no trouble
operating the device under fire
conditions. Single action means
that a single pull of the operating
lever will initiate the alarm-no

sequence of opening a door and

then pulling a lever. Manual sta-
tions may be obtained either as

breakglass stations, to deter false
alarms, or as non-breakglass sta-
tions. In the breakglass type, a
glass rod is usually installed in
the path of motion of the lever.

Pulling the lever breaks the glass
and sounds the alarm simulta-

neously, so that the single action
feature is retained.

MANUAL STATIONS may be

(1) non-coded, (2) non-coded pre-
signal, (3) coded, or ( 4) coded
presignal. Types (2) and (4) have
an added general alarm feature.

One pull on the lever initiates
an alarm from a non-coded man-

ual station. Operating instruc-
tions are usually in brightly col-
ored lettering on the front of the

manual station, while complete
resetting and testing instructions
are usually listed on the inside of
the cover. Manual stations are

usually constructed so that they
provide a visual indication that
they have been operated.

A non-coded presignal manual

station initiates a pre-signal
alarm that sounds in selected

areas only. After investigation by
authorized personnel, and if a
general alarnn is deerned neces-

sary, it can be initiated with a
key-operated manual switch.

A coded manual station is con-

structed so that the act of pulling
the lever winds an operating
spring. ·The spring drives a code
movement which causes four

rounds of a one, two, three or
four digit code signal to be trans-
mitted to the fire alarm control

panel. This code signal not only
sounds the fire alarm, but also
indicates where the code signal
originated, thus locating the fire.
Many coded stations are avail-
able with a non-interfering fea-

ture; that is, if an alarm is
initiated at any station, and an-
other alarm is almost simultane-

ously initiated at a second station
electrically farther away from
the control panel, the station first
actuated will complete its four
full rounds of code without inter-

ference from the second station.

THE CODED presignal manual
station transmits its four rounds

of distinctive code to all presig-

nal devices throughout the sys-
tem. If conditions warrant, a
general alarm may be sounded
by inserting and turning a spe-
cial key in a switch on the side of
the station. These stations are
also available with a non-inter-

fering or priority feature.
Manual stations are usually

designed for mounting on either
flush or surface type electrical
boxes. The housings are usually
secured to the backplates with
hinges and special folding arms
that prevent damage from drop-
ping.

The choice of manual stations is

dictated largely by the type of

Human sense is still better than alarm sense
alarm system in which they are
used.

Non-coded systems, for exam-

ple, are designed for small one-
story schools, ccmmercial and in-
dustrial buildings where immedi-
ate evacuation will provide the
best protection. Actuation of any
non-coded manual station in the

system sounds a continuous alarm
on all indicating devices.

T
!7!EL

MASTER CODED Systems are
for use in schools, factories, etc.
where a distinctive common-cod-

ed general evacuation alarm is
required. Actuation of any non-
coded manual station in the sys-

m m

At Midland, we work day-in, day-out for people
who transport and handle materials. And perhaps
that's one of the principle reasons more and more
of these people in transportation, stevedoring and
truck leasing to name a few are looking to
Midland for coverage that's comp/ete . . coverage
for personnel, cargoes, equipment and vehicles.

To be sure that we're always close to your scene
Midland offices are located in leading port and
transportation centers New York, Chicago, Miami,
San Francisco. To you, this means service now.

Bydesign,Midland is a closely-knit organ-
ization staffed by responsive people.
Our key people in underwriting,
safety engineering, claims make

tem sounds a panic-free rythmic
cadence (march time) on all in-
dicating devices.

Presignal non-coded systems
are devised for small hospitals,
motels, rest homes and commer-
cial buildings where the occu-
pants are disabled or unfamiliar
with evacuation procedures. Ac-

tivation of any non-coded presig-
nal manual station in the system
sounds a continuous alarm on all

presignal devices, allowing au-
thorized personnel to evaluate
the danger and sound a general
alarm if necessary by inserting
and turning his special key.

Zone non-coded syste ms are

used in a wide variety of struc-
tures where a general alarm is
needed, together with a rapid in-
dication of the fire's location. Ae-

tuation of any non-coded manual
station in the system sounds an
immediate general alarm, and at
the same time shows the zone of
that initiating device on an indi-
cator panel.

Zone coded systems are for use
in large or fairly complex struc-
tures where it is important to
have an immediate general alarm
announcing the area of the fire to
all personnel. Actuation of any
non-coded manual station in the

Continued on page 49
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decisions promptly and intelligently based on shirt-
sleeve know-how of transportation and material
handling.

In short, they're dedicated to decisiveness.

So if you're moving and handling materials move to
Midland the Decisive People! We're at 29 Broad-
way, New York City. Or call us at 212-269-3865.

You'll find that decisiveness builds business .
yours and ours.

Midland. . An All Lines Carrier

For Commerce and Industry
Workmen's Compensation • General Lia-
bility • Inland Marine • Surety • Fidelity •
Property • Commercial Automobile Liability
and Physical Damage • Excess Limits and
Umbrella Liability

THE MIDLAND INSURANCE COM PANY
TWENTY NINE BROADWAY • THE DECISIVE PEOPLE • NEW YORK, NEW YORK 10006
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NEED LIFE INSURANCE?
Corporation Stockholders - Executives - Employees,
Partners, Proprietors, etc., who have difficulty getting
life insurance or highly rated, write or call us. All infor-
mation treated discreetly and confidentially.

NATIONAL ALLIED UNDERWRITERS
CONSULTANTS AND PLACEMENT SPECIALISTS

FOR THE LIFE INSURANCE BUYERS AND

THEIR REPRESENTATIVES.

1620 E. Broad St., Columbus, Ohio, 43203.
Tel. (614) 252-5540.

FAA rulle woulld raise

school air requirements
WASHINGTON-A proposed

rule has been published by the
Federal Aviation Administration

in an effort to impose more strin-
gent maintenance and operating
requirements on educational in-
stitutions transporting groups by
air. The action follows the Oct. 2

crash of a Martin 404, leased by
Wichita State University, which
killed 31 persons.

More stringent maintenance
and operating requirements for

educational institutions would put
them in the same class as air-

THE FUTURE MAY BE UPSETTING
The Computer Claims Control system takes the blindfold off
the risk management quarterback. It shows him in detail
exactly what he's up against, where his opportunities for cost
cutting are, which divisions of his company need accident
prevention help, which need safety engineering. He sees where
he needs more protection, where he is paying for protection
he doesn't need.

You may be keeping your best defensive lineman on the
bench . . your insurance agent. Over 400 of the country's
leading insurance agencies now offer their clients Computer
Claims Control's eye-opening information system.

Write for our free Facts Pack. Or give us a call.

COMPUTER CLAIMS CONTROL

'A Division of Management Information System

P. 0. Box 2827, Amarillo, Texas 79105

Phone: 806 376-4223

travel clubs, Irving Ripps, FAA
information specialist, explained.
Under Part 123 of the Federal

Aviation Regulations, air-travel
clubs must:

• Employ a crew that meets the
same qualifications as those of
commercial air carriers.

• Demonstrate the ability to
conduct an emergency evacuation
in 90 seconds.

• Have cabin interiors with
self-extinguishing flammability
characteristics.

• Have automatic slides that

operate within ten seconds of ac-
tivation.

• Have one flight attendant
for each fifty seats.
These are basically the same
rules that apply under Part 121
of the Federal Aviation Regula-
tions to all certificated air car-

mers (commercial flights).

NOTICE OF THE proposed
rule was filed Oct. 27, said Mr.
Ripps, and the public has until
Dec. 28 to make comments. "Usu-

ally it is the professional public

Funds ...
Contimied from page 10

they had the expertise to make
the money perform well.

"This new arrangement gives
us, in a sense, full investment
competition," Mr. Lowe said, but
he added that Inland Steel will

carefully watch the results of
each segment of its pension fund
investment program.

Mr. Lowe said that current op-

erations of the Inland Steel pen-
sion fund trace from the adoption
of salaried employes' annuity by
the company in 1934, a program
that was extended to wage em-
ployes in 1943. In 1949, he re-
counted, the United Steel Work-
ers negotiated a pension plan for
USW members at Inland Steel.

"We faced the decision of going
the insurance route for the USW

plan or choosing a trusteed plan,
which was what we chose in the

end," Mr. Lowe explained.

DR. ZOLLER told the work-

shop that the Greyhound-Armour
pension fund employs 13 differ-
ent money managers including
banks, insurance companies, and
one investment advisor. The fund

is comprised of 12 separate funds
with aggregate assets of more
than $500 million and 1969 con-
tributions of more than $38 mil-
lion.

"The 13 different managers all
have full discretion because we

have collected a lot of plans and
a lot of managefs," he explained.
"We don't think of our operation
as a profit center, but we do ask
each manager to submit a 'profit
plan' each year, which we evalu-
ate and take action. We have

sometimes changed managers. We
ask an understanding with each
money manager about investment
strategy. Sometimes when results
lag, we'll ask the manager what
he's going to do differently to
improve performance. Finally, we
reward good performance and
vice versa."

Dr. Zoller said that there is

evidence that the professional
money managers haven't done as
well as the stock market in the

sagging economy. "We have seri-

ously considered passive money
management systems and even
random selection is an alternative

to look at. One thing that would

help in reaching a decision would
be audited performance records
for money managers," he said.

Panelists agreed that it is

that responds to the notices," he
told Business Insurance, "but be-
cause of the widespread interest
following the Wichita State Uni-
versity crash we may get com-
ments from anyone." The FAA
will make a final rule after the

Dec. 28 deadline.

The FAA has taken steps to
inform educational institutions of

the aviation regulations incident
to the operation of large aircraft

through its field offices. The Na-

tional Transportation Safety
Board, which conducted a public
hearing following the Wichita
State University crash, expressed
the hope that regulations and
procedures governing passenger
operations of large aircraft would
not only be thoroughly examined
with a view toward making them
more stringent, but also that their
applicability would be made more
understandable.

Secretary of Transportation
John A. Volpe is now conducting
an . investigation of all aircraft
charter operations.

Testimony taken at the hearing
in Wichita indicated that the

crash of the Martin 404 was oper-
ational in nature and that there

were no mechanical failures or

malfunctions affecting the per-
formance of the aircraft. •

worthwhile to check the perform-
ance of your pension fund invest-

ment program against that of
other pension, profit-sharing and
savings funds. In addition to
Standard & Poor's index, they
watch closely the performance of
stock reported by such firms as
A. G. Becker & Co., and Smith
Barney Co.

Mr. Lowe, who said his fund
has a 75% equity position, told a
questioner that the investment

aim of his. fund is "having assets
on hand to pay benefits. There-
fore, we make appropriate invest-
ments at any given point of time."

Dr. Zoller said that because of

variability of return it is not pos-
sible to set required percentages
of return for a fund. •

Solvency
account

is healthy
MADISON, Wis.-The State De-

partment of Industry, Labor and
Human Relations reported that
Wisconsin employers would not be
forced to pay a solvency tax next
year on overdrawn unemployment
compensation accounts.

According to Lawrence A.
Burley, the agency's unemploy-
ment compensation administra-
tor, the state's solvency account

is high enough to avoid the spe-
cial tax.

The solvency account, which
guarantees the payment of un-
employment compensation even
though some employers' accounts
inay be overdrawn, had a bal-

ance of $30.3 million or $3.3 mil-
lion more than the minimum re-

quired, Mr. Burley said.
The minimum requirement is

four-tenths of 1 % of the gross

wages paid by the 40,000 employ-
ers in Wisconsin to their 1,-
100,000 employes. If the solvency

account drops below the mini-
mum, all employers must pay the
special tax.

Most employers of four or more
persons pay a payroll tax to fi-
nance the unemployment compen-
sation program in Wisconsin.

Mr. Burley said gross 1969
wages in Wisconsin totaled $7.5
billion, compared with $6.9 bil-
lion in 1968. Next year will be

the third year in succession that
Wisconsin employers will not
have paid the solvency tax, he
noted. •



$39.6 million all-risk cover on
stadium written by Home Insurance

CINCINNATI-A thre e-year
$39.6 million insurance contract

covering all-risks for the City of
Cincinnati's new Riverfront Sta-

dium, including time element cov-
erage, becomes effective Dec. 1.

Ten agents responded to adver-
tisements seeking coverage. The
city favored a package policy sub-
mitted by Perkins & Geohegen
Inc., a Cincinnati company, who
obtained all of the coverage from

the Home Insurance Co. through
its Columbus offices.

The annual premium install-

ment is $43,032, the city's pur-
chasing agent, John G. Kreig,
said.

PERKINS & Geohegen also won
the contract for Cincinnati's con-

vention center in August 1967.
Jack Abbott, a Perkins &

Geohegen vp, said his agency be-
gan looking for a market for the
stadium insurance last February,
and "had it set by May."

The agency wanted a buyer
with capacity to "take the whole
account," Abbott said. It went to
eight companies and some ob-
servers say the city got a bargain.

Ten agencies bid the city's
specifications, which conformed,
generally, to recommendations by
the Cincinnati Insurance Board,
which has a consulting contract
with the city.

HOME INSURANCE Co. un-
derwriters "drew on the recom-

mendations as guidelines," Mr.
Abbott said.

Four agencies were eliminated
on "points of legality," Mr. Krieg
said, and one other agent, who
submitted three bids, was elimi-
nated on one of them.

The city's specifications de-
scribed seven property categories,
and as many as seven underwrit-
ers were listed on bids submitted

by a single agent. A city spokes-
man now says he liked the "pack-
age" characteristic of the Perkins
& Geohegen bids.

Underwriters for Home Insur-

ance were Barry Wolfe and
Thomas Waugh, both in the Co-
lumbus office. Mr. Abbott said
their work was well-studied and
well-detailed.

THE SPREAD of prices sub-
mitted by the 10 agents was large
but does not indicate criteria for

sharp evaluation. The value of
the deductibles in the seven cate-

gories was the biggest decision,
Mr. Abbott suggested; they influ-
enced the spread of prices and
also led to the alternate bids.

A series of deductibles on the

structure and property starting at
$10,000, then $25,000, $100,000,
$250,000, and $1 million were
studied.

Mr. Abbott agrees with the
principle that deductibles in ex-
cess of $50,000 on all-risk cover-
ages of this kind force "entirely

different thinking," and it puts
the specific provisions in the "ex-
cess type coverage," he said.

The city apparently thinks so„
too; they settled on the lessor de-
ductibles-$10,000 on the struc-
ture and contents.

THE NEW stadium's comput-
er-operated scoreboard, and As-
tro-Turf, used here for the first
time over all of the playing field,
and also on a practice field used
by the Cincinnati Bengals' foot-
ball team, was given special at-
tention.

The chief risk to the Astro-

Turf may be tobacco-chewing
coaches stationed on the corners

of the baseball diamond; the city
decided for a $550,000 limit with
$1,000 deductible.

T h e sophisticated scoreboard
gets an all-risk coverage, includ-
ing vandalism and mischief, with
a $1.2 million limit and $1,000 de-
ductible.

Parking facilities provided by
the city in underground garages
are a feature of the stadium, as
well as convenient driveways
which allow patrons to disembark
at special gates. The city chose to
insure its patrons on a space ba-
sis at the rate of $600 per parking
space, for a total of $2.52 million.

THE CITY can also recover for

interrupted business in the stad-
ium, parking lots, and scoreboard
(lost income from advertisers who
bought scoreboard time for ex-

ample). The limit is $1.8 million
with $10,000 deductible.

The city's posture is acquiring
insurance of this broad scope is
"for protection on the bond hold-

ers," Mr. Krieg said. The insur-
ance value of the structure and

its contents, at $33 million, is, of
course, the major provision in the
contract.

Other provisions include boiler

and machinery ( $100,000 limit per
accident, with a $50,000 object
limit) and personal liability (an
umbrella coverage with a $10

million limit. Both the per-person
coverage and occurence coverage
have $500,000 limits).

PRIOR TO Dec. 1, the city was

All-risk c6verage, amounting to $39.6 million, on Cincinnati's new
Riverfront Stadium is costing the city $43,032 annually.

protected by the insurance or- ball game in July, and the first
dered by the baseball and foot- two games of the World Series
ball teams, and the risk insurance also were responsibilities on the
carried by general contractors Cincinnati Reds, and were cover-
Huber, Hunt and Nichols. The ed by endorsements to the Reds'
city was named an insured in the regular policies.
policies of the two teams. Contract for concession services

The interleague all-star base- Continued on page 48
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I Put yo 1.7,4
Inte ational risF problems *
under one roof  , AIA1/_4

Learn about the advantages to you, when your domestic and overseas policies

are combined in a centralized insurance program !

One source can provide you with control and
accountability in a world-wide operation...
one source for specific exposure data... one
source for competent advice as to coverages
available locally and information on foreign
statutory requirements... one source to

minimize foreign currency and language
problems. These are only some of the advan-
tages. Chubb's International Division is a
large capacity market specializing in exactly
such programs. Let us help you put a roof
over your international risk problems.

CHUBB & SON INC. UNDERWRITERS
Subsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038

MANAGER Federal Insurance Company • Vigilant Insurance Company • Great Northern Insurance Company • The Sea Insurance
Company Limited • The London Assurance • Alliance Assurance Company Limited • Sun Insurance Office Limited • Affiliated
with Pacific Indemnity Group through The Chubb Corporation • Lite, Personal Health, Group Insurance, Pension and Profit Sharing

CHUSS Plans through The Colonial Life Insurance Company of America • Aviation Insurance through Associated Aviation Underwriters.
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letters
Continued from page 30
when you are researching for fu-
ture articles, please let us know.

Edward Robedee

General Manager, Improved
Risk Mutuals, White Plains,
N. Y.

High level
To the Editor: I certainly en-

joyed participating in the work-

shop. I enjoyed more the opportu-
nity to see and hear the others.
The level of your workshop was
every bit as good as the national
seminar of CPCU. The wide

range of subjects and the wide
range of industry representatives
added to the excellent prograrns.

Your hospitality was most en-
joyable and you and your staff

are to be congratulated for an
excellent meeting in all respects.

H R Woodworth

Secretary-Underwriting, Insur-
ance Co. of North America,
Philadelphia

Workshop beneficial
To the Editor: My overall in-

pression of the Business Insurance
workshop is very good. I felt that
I, as an individual responsible for

the purchase of insurance, bene-
fited immensely.

I would like to compliment you
on having the vision to include
individual subjects such as the

session on "Nader's Raiders,"
"Union's Look at the Future,"
and "Project GM."

Congratulations on a well or-
ganized and executed workshop.

B. T. Ray
Columbus and Southern Ohio

Electric Co., Columbus, 0.

Top-notch speakers
To the Editor: Congratulations

on a beautifully organized confer-
ence. Your roster of speakers was

top notch, and I was impressed
with the give-and-take mood of

the workshop sessions. We are
particularly interested in the are-
as cf consumerism, pollution, ben-

efits, and social responsiblity. I
picked up some new ideas at the
workshop to pass on to other
members of the communications

department.
Barbara Mock

Communications Dept: CNA

Financial Corp., Chicago, Ill.

Continue seminars
To the Editor: Please accept

my congratulations and apprecia-
tion for an excellent seminar. It

is always encouraging to know
that some people related to our
business try to keep abreast of
those current and pressing topics
that exist today.

Is this the young man who'11
someday arrange a multi-million
dollar acquisition...

for your competitor?
He's bright, talented, and

everybody wants him. Because it's
young men like him that become
tomorrow's shakers and movers .

for someone else's company ?
We're in the business of

designing employee benefit programs
that can give your recruiters a
competitive edge. An inch of an edge.
That which might be the decider
when the bidding gets warm.

We don't say we're the only
one in this business. We say nobody

sees the objective more clearly.
Or works at it more single-mindedly.

As a result, we have some fresh,
well-tailored employee benefit
programs to offer. For attracting good
people. For keeping good people.
Write us.

PROVIIDENT
MUTUAL / LIFE
INSURANCE COMPANY OF PHILADELPH,A

Box 7378. Philadelphia, Pa. 19101.

1

1

I just hope that it is your in-
tention to continue these seminars

on a regular basis, and I look
forward to being with you again.

Howard Miller

Halberstadt Corp., New York,
N.Y.

A fine effort'

To the Editor: Having attended
and conducted more than my full
share of seminars over the years,
I think that I am a pretty good
judge of such activities. Certainly
Business Insurance's Atlanta con-
ference was one of the best I

have seen in years. The program
was new, refreshing and educa-
tional. It was well conducted, the
speakers were good and ·it

covered many of the pressing risk
management problems now being
faced by corporate executives.

You are to be congratulated
both on a fine effort and for the

courage to sponsor a worthwhile
meeting during a year that other
organizations have experienced
little or no success in this area.

B. H. Suter

Director, Client Services, Risk
Management Dept., EBASCO
Services Inc., New York, N.Y.

Refreshing seminar
To the Editor: I would like to

take this opportunity to thank
you for all of the work that you
and your staff must have put into
the recent Business Insurance
Workshop.

It is the first seminar that I

have attended where meetings
ran on schedule.

The expertise of the faculty
was not only refreshing but deep-
ly appreciated.

I think the workshop was
worth the expenditure and I look
forward to next years meeting.

Jerry McGreal

Employe Benefit Department,
Ingram, Armistead, Wallace

Inc., New Orleans, La.

A iob well done
To the Editor: It was indeed a

pleasure to be with you earlier
this week in Atlanta for the very
fine seminar put on by Business
Insurance. It was very well done,
very informative, and very enjoy-
able being with so many very
fine and intelligent people. In re-
gard to the "intelligent people,"
this is not seen often enough in
our industry.

Jerry Wightman

The Wightman Agency, Inc.
Clayton, Mo.

D&0 premiums
To the Editor: Thank you for

sending me a copy of the issue of
Business Insurance devoted to the

workshop in Atlanta.
There is one item that I would

like to call to your attention. You
have quoted me as saying that
there is no doubt of the validity
of a corporation paying 100 % of
the premiums on the directors
and officers liability policy. I
tried to make it very clear in my
rernarks that this was the ease

only in states such as New York
and Delaware which have adopt-
ed legislation specifically permit-
ting the corporation to pay the
premiums.

In states where such legislation
has not been adopted, there is
substantial doubt as to whether

the corporation could pay 100 %
of the premiums. This is fairly
serious matter since many corpo-
rations are incorporated in states
which do not have the New York

or Delaware type of statute.
Joseph F. Johnston Jr.

Partner, Rufo Johnston & Zuc-
eotti, New York.

Lease insurance

To the Editor: I seem to re-

member reading an article in
your publication regarding a com-
pany that was insuring or guaran-
teeing lease payments. We would
certainly appreciate any informa-
tion you could give me as to when
the article may have appeared.

Al J. Schardin

Baker Insurance, Fargo, N. D.

Editors Note: Business Insur-
ance carried an article entitled

"Offers lease coverage on busi-
ness rentals" on page 2 of our July
15, 1968, issue.

Provide form

To the Editor: In the July 20,
1970 Dear .Qrry column, Mr.
Wilson mentioned that "some cor-

porations require an employe to
sign a form" when personal vehi-
cles are used for company busi-
ness. I would greatly appreciate a
sample of such a form or infor-
mation as to where we might ob-
tain same.

John R. Pence

Manager of Administration,
Ocean Science and Engineering
Inc., Washington, D.C.

Editor's note: A sample form
provided by Mr. Wilson can be
found on page 52 of the Nov. 9
issue of Business Insurance.

1 QUESTIONS
," ABOUT YOUR
i SUBSCRIPTION

To insure fast service on inquiries con-
cerning your Business Ins. subscription,
please include the address label from
the most recent issue received.

," CHANGE OF
\ ADDRESS

ATTACH

LABEL

HERE

1 Four weeks' notice required for change
1 of address. Include address label from
1 most recent issue and new address in-
1 formation in space provided below:

 Name

I Title

1 Company
Nature of Business

I .
, [3 Home or ,01 Office artrireqq

1 1
1

, State 7ip /
1 MAIL TO: Subscription Manager, Business Insurance 740 Rush Street, Chicago, Illinois 60611
b--------------------------d



A ioint session of the American Management Assn.'s annual employe benefit and pension conference and annual insurance and benefits conference in Chicago hears one of many speakers who discussed the insurance
and benefits environment of the '705.

Frank B. Ha// Er Co. makes move
to acquire Parker aviation brokers

NEW YORK-In the insurance
brokerage business, where merg-
ers and acquisitions have been
occurring at roughly the same
frequency as landings and take-
offs at JFK International Air-
port, another biggie took place
Oct. 30 when Frank B. Hall &
Co. moved to acquire Parker &
Co. and two smaller firms. Par-
ker is a major aviation insurance
broker.

The deal was worked out be-
tween Hall and International

Utilities Corp. International Util-
ities will also divest itself of
Seltzer, Mitchel, Coyle Co., Phil-
adelphia, and George E. Brown &
Sons, Berkeley, Cal. The transac-
tion will involve 775,000 shares
of Ball common stock with a cur-
rent market value of about $19.6
million.

The real significance of the ac-
quisition is that it will increase
Hall's commission and fee income
by more than 30% next year.

In 1969, Hall reported commis-
sions and fee income of $13 mil-
lion. Since then it has acquired
several other brokers, most re-
cently Brown, Crosby & Co., New
York and C. A. Sporl & Co., New
Orleans.

THE THREE international util-
ities insurance brokerage subsidi-
aries had commissions, fees and
other income of about $9.7 million
for the 12 months ending June
30, 1970. Of that amount $8.2
million was on Parker & Co.'s
books. The combined commission
and fee income of Hall and its
newly acquired companies is ex-
pected to reach more than $31
million in 1971, according to
Douglas King, Hall's secretary.

Melvin A. Holmes, president of
Hall, said that the new acquisi
tions will "provide a much more
balanced operation" for his com-
pany. "It complements the Hall
operation and fills some of the
voids," he told Business Instur-
ance. "In the transportation field
we will now have a real exper-
tise in the trucking, marine and
aviation fields," he added.

Parker & Co. has been a lead-
ing aviation insurance broker for
years. Its clients number more
than 100 airlines, the largest be-
ing Pan American. Others' on the
list are National, Delta, Piedmont
and a piece of Eastern Airline's
insurance brokerage business.

However, the substantial portion
of its broker activity is with in-
ternational carriers outside this
country. It is said, f6r example,
that the company has the busi-
ness of "virtually" every South
American and Central American
air carrier.

Mr. Holmes, who foresees fhe
day when there will be only 10 or
12 large public insurance broker-
age firms, said the Parker acqui-
sition will also strengthen Hall's
position from a geographical stand-
point. The firm now has 10 do-
mestic offices and eight foreign
bases. When the Parker merger
becomes effective Dee. 31, Hall's
locations will increase by seven
in this country and three outside
the U.S. They are Miami, Atlanta,
Jacksonville, Philadelphia, Berke-
ley, Boston, Washington, Mexico
City, Caracas and Bermuda.

PARKER CURRENTLY em-
ploys about 300 persons. Hall, in-
cluding Brown & Crosby which
comes into the fold Jan. 1, has
about 650 employes.

According to Mr. Holmes, Par-
ker will be run as an operating
subsidiary of Hall. Both R. Lester
Cizek, chairman, and Richard W.
Davidson, president, will retain
their present positions.

At the end of 1969 Frank B.
Hall & Co. was considered the
fourth largest broker in the
country, with Fred S. James right
on its heels in fifth place. Some
said the two were running "neck
and neck." The new acquisitions
are not likely to change this much
since James has also been con-
ducting an ambitious acquisition
program. However, said Mr.
Holmes, "there's no doubt in my
mind who's fourth now." •

MARKS OF SERVICE

Value of the
German Mark
In the fall of 1923, the mark-the unit of currency
in Germany-had declined so far in value because
of inflation that four trillion marks were worth only
one dollar.

Today, the deutsche mark, West Germany's
currency unit, is valued at approximately 25 cents,
or four deutsche marks to a dollar.

In times of inflation-or deflation or normalcy-
businessmen need to know the value of their assets.
A professional appraisal provides the marks and
guidelines for a sound program.

BOSTON 185 Devonshire Street
CHICAGO 120 S. Riverside Plaza
DALLAS 312 Stemmons Tower East

Survey reveals producers
see trend is toward fees

LOS ANGELES-Early results
from a survey conducted by the
northern California chapter of
the Society of Chartered Property
& Casualty Underwriters indicate
that a significant number of bro-
kerages are now charging fees in
addition to, or in lieu of, commis-
sions. Considerable variation in
techniques and rationale, how-
ever, was also reported.

Members of the chapter report-
ed on the survey at the annual
national meeting of the society in
Los Angeles.

Though many participants in
the survey predicted the trend
toward fees would continue they
were pessimistic about the possi-
bility of its leading to an increase
in their incomes. It was pointed

out that the recent growth of
consulting firms that now collect
fees over and above the produc-
er's commission, combined with
restrictions on market flexibility,
may force producers to adopt a
compensation plan geared to

services rendered rather than to
the amount of insurance sold, at
least on large accounts.

Improved cost accounting,
though difficult, the CPCUs sug-
gested, would anow hourly

charges to be justified to the eli-
ent. According to the survey,
such charges now being made
range from $25 to $50 an hour.
The basis for their amount is the
salary of the individual whose
time is billed times a multiple
to cover overhead. •

--- -7 FOR MY MEDICAL RECORD
a - -4 CALL COMPUTERUFE

IN GREATER NEW YORK. CALL. {2)21 6*4500
FROM NEW YORK STATE. CALL- 80522-21 70

FROM ELSEWHERE, CALL· 800-221-2140

The Computerlife card gives you
what's missing in your benefit pack-
age.

What's Computerlife? A compu-
terized medical information service
that makes a subscriber's health
record available to a doctor with jlst
one toll free phone call from any-
where in the continental U.S.-
in minutes!

No matter what health protection
program you have now, you have a
gap in your benefits program that
only Computerlife can close!

Find out how easy it is to give your
people the Computerlife card-for a
"full house" of benefits. Just write
on your letterhead.

0101 61"051"0614
1314 1063

Your people aren't
covered by a

"full benefit package"
il it doesn't include

Computerlite !
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Amputedib
432 PARK AVENUE SOUTH

NEW YORK, N.Y. 10016
(212) 889-0440

.  11*Jet,iN/##TA

DETROIT 17500 West Eight Mile Road
LOS ANGELES 1645 Beverly Boulevard
MINNEAPOLIS 930 Plymouth Building

MARSHALL an[1 STEVENS incorporated/appraisals
The Mark 01 Service in professional appraisals.

 A Unionamerica Company

NEW YORK 25 Broadway
PHILADELPHIA 1845 Walnut Street

ST. LOUIS 314 North Broadway
SAN FRANCISCO 918 Fox Plaza
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Lloyd's personal hiiack offer finds skittish market
MIAMI-New Yorkers appear

to be the most apprehensive air
travelers, judging from their re-
sponse to a Miami agent's recent
offer of hijack insurance.

Frank Gabor said New Yorkers

have been the most responsive to
the insurance coverage he has

developed with underwriters at

You're close to a total Central Station

Protection Service Co., with our coverage

reaching across the U.S. to Hawaii.
Around the clock protection from fire,

burglary, heating malfunctions,

refrigeration and sprink er failures. Call

our specialist in your area... he's qualified
to provide you with the protection you need.

Lloyd's of London.
"So far we've had requests

from about eight cities," said Ga-
bor. "The first day out, we had
calls from Rochester and Los An-

geles."

PHILADEHPHIA also has

shown greater interest to the eov-

Central Station Electrical

Protection Association
Automatic Fire Alarm • Waterflow Alarm Systems •
Sprinkler Supervisory Service • Industrial Process

Supervision • Burglary and Holdup Alarms
• Watchman Supervision

%

erage than Miamians, although Mr.
Gabor's home city is considered
something of a skyjack capital.

Business hasn't been exactly

booming since the new protection
was announced in October, but
Mr. Gabor is confident that it will

pick up as word gets around that

it is available to fearful passen-

Listed by Underwriter's Laboratories.
Accepted by all Insurance Companies.

ALBANY, NEW YORK MINNEAPOLIS, MINNESOTA
Albany Protective Service Automatic Alarm Corp.

ATLANTA, GEORGIA NEW YORK, NEW YORK
Southern Burglar Alarm Company Mutual Central Station Alarm Corp.
BOSTON, MASSACHUSETTS OKLAHOMA CITY, OKLAHOMA
Call's Central Station Alarms

Security Burglar Alarm Co.
CHICAGO, ILLINOIS

PEORIA, ILLINOIS
Kedzie-Kane Alarm Co.

Protection Alarms, Inc.

CLEVELAND, OHIO
PHILADELPHIA, PENNSYLVANIA

Morse Signal Devices Owl Pttective Co., Inc.

DALLAS-FT. WORTH, TEXAS PHILADELPHIA, PENNSYLVANIA
Smith Alarm Systems Robinson Protection Alarm, nc.
DAYTON, OHIO

PHOENIX, ARIZONA
Dayton Electronics Alarm& Signal Co. Central Alarm, Inc.

DENVER, COLORADO POMONA, CALIFORNIA
Denver Burglar Alarm Company, Inc. Valley Alarm Co.
DETROIT, MICHIGAN PROVIDENCE. RHODE ISLAND
Michigan Still Alarm Co. Guardian-Gross Protective

HONOLULU, HAWAII Systems. Inc.

Central Alarm Company, Ltd. ROCHESTER. NEW YORK

HOUSTON, TEXAS Rochester Central Alarms, Ir c

McCane-Sondock Alarm Systems ST. LOUIS, MISSOURI

INDIANAPOLIS, INDIANA Potter Electric Signal Company
American Alarm Company, tic. SACRAMENTO, CALIFORNIA

KANSAS CITY, MISSOURI Capitol Alarm Company, Inc.

Damon Alarm Corporation SAN FRANCISCO, CALIFORNIA

LOS ANGELES, CALIFORNIA Pacific Fire Extinguisher Co.

Morse Signal Devices of California Amer can Burglar Alarm Civ.

LOS ANGELES. CALIFORNIA SHREVEPORT, LOUISIANA

United States Burglar Alarm Co., Inc. Centfl Station Alarm Company

MANCHESTER, NEW HAMPSHIRE TOLEDO. OHIO

Granite State Alarm, Inc. Certified Alarm and Signal Company

MILWAUKEE, WISCONSIN 'TULSA, OKLAHOMA

Merchants Police Alarm Corporation Reliance Protective. Inc..

gers.

"By December we should be
selling it in some quantities," he
said.

His greatest concern is that
somebody will make off with a
Boeing 747 loaded with insurees

before coverage becomes wide-
spread enough to provide a prof-
itable return.

"THE LIABILITY could prove
pretty high with a small pfe-
mium," he explained.

If each passenger had . signed
up for the blue-ribbon -policy-
which, for an $88 pi*rhium,
would return them $500 per day
they are hijacked-the liability
could run $175,000 for each day
an aircraft is held.

The potential payout for 350
inconvenienced passengers runs

to $1.75 million, since the maxi-
mum coverage is for 10 days.

Mr. Gabor believes his compa-
ny is the first to offer the insur-
ance. As a managing general
agent, his firm will write most of
its business through other agen-
cies.

TOUR GROUPS have account-

ed for most of the business so far.

He expects that most of the

policies will be sold through
travel agents, in the best position
to offer coverage to such travel-

ing groups.
"If a whole planeload bought

the coverage, it would involve a

charge of only $2.50 a person,"
returning a flat $500 to a passen-
ger diverted from his schedule.

Passengers willing to pay more
for greater protection may choose

Security ...
Continued from page- 8
O'Connell pointed out, "a memo-
ry disc in the console checks the

number on the badge with its
retained list of acceptable num-
bers for access to this space. If
the badge's number is not on the

list of those legitimately granted
access to this space the badge is
locked into the machine and a

guard is summoned.
"When somebody loses a badge

they notify the guard and he

takes that number out of the sys-
tem," Mr. O'Connell explained.

"We're extremely pleased with
this .system. But you know it's
quite difficult to tell how well it's
stopping theft. There's no solid
evidence yet that our thefts are
decreasing," he admitted.

Salomon does believe in the ac-

eess control system's deterrent
capability, however. "The em-

ploye doesn't· completely under-
stand how this thing works. Con-
sequently, he's liable to attribute
properties perhaps a bit more
magical than what it can actually
do. As a result the 'mystique' of
the system helps to dissuade the
thief," Mr. O'Connell explained.

Some firms are constantly pho-
tographing all activities in the
cages during the day. Mr.

O'Connell feels this communi-

cates too much of a "Big Brother"
atitude of management toward
employes. "People begin to feel
that you're questioning their in-
tegrity which isn't good for mo-
rale," he explained.

The COMSAFE system em-
ployed by Salomon gives a simi-
lar but less obtrusive capability.

The guard observes who is going
in or out of a door to a limited

access area on his monitor in the

system's console. He has the ca-

pability, Mr. O'Connell noted, of
taking a close-up look at the per-
son and what he's carrying with-
out the knowledge of the person
at will. •

between several higher-priced

policies.

HE CAN buy a $50 policy that

Will repay what Mr. Gabor de-
scribes as "a $5,000 consolation
prize."

At the head of the stack is a

policy that sells for $75 on do-
mestic flights, $65 for most inter-
national flights but $88 for flights
to the Mideast, a recent trouble
spot for commercial aviation and
its passengers.

For that fat premium, a travel-
er stands to earn $500 for each
day he is diverted up to 10 days,
plus $2,500 worth of medical cov-
erage and $5,000 life insurance.

"When it's a large deal, we
have to wire Lloyd's back home
in London," Gabor said. "The big
deal sales are subject to bargain-
ing too."

HIJACK insurance can't be pur-
chased through airport vending
machines.

Three days' notice normally is
required, he explained.

Mr. Gabor doesn't believe the

coverage is excessive, considering
the "great financial and physical
inconvenience" that can result
from a criminal diversion.

But he said the premiums
could go down substantially as
more policies are sold and the
insurers' risks begin to decline as
a result.

Until they do, Mr. Gabor will
be watching those 747s pretty
·. closely. •

Stadium ...
Continued from page 45
in the new stadium are a carry
over from Cincinnati's abandoned

Crosley Field, and is held by the
Buffalo-based Cincinnati Sports
Service Inc. The firm orders its

own insurance as a provision of
its contract with the teams.

Capacity of the new stadium is
about 57,000 persons, for football,
and a few thousand less for base-

ball. The city already has held
one musical concert in the stad-

ium, and rented it to the city's
two colleges, University of Cin-
cinnati and Xavier University,
for a football doubleheader.

The city has not officially ac-
cepted delivery on the facility,
however, and work was ·still
going on this month by electrical
and plumbing subcontractors.

The $1.2 million scoreboard has
proved troublesome and has nev-
er been entirely operational. •

Texas *
can be like ,-94

a foreign country
when itcomestoWorkmen's

Compensation insurance.

We've done all the exploring in-
to why it may make good sense
to treat Texas separately when
placing Workmen's Compensa-
tion coverage. Let us give you
the benefit of Texas Employers'
know-how. It could mean a big
saving for you.

E
Texas ErnpLOYeRS'

insuRance Associanon

P. 0. Box 2759 Dallas, Texas 75221
[AILNER$ mSINNCE (F TOIn TE,AS EMPtor[RS INSURANCE AZDUATION

EMPLOTERS MARONA. 1145URANCE COMPAllf, · [MANERS CASUAll CONPAMY
EMPLOYERS NAnONAL Uf[ INSURAMCE COMPAMY



Ask tanker pollution fine
hike after Pacific Glory

LONDON-Britain is being for the accident at sea.

pressed to set a penalty of more
than $100,000 for tanker opera- PACIFIC GLORY, on charter

tors who break pollution regula- to Shell, has been moved to safe
tions. waters after its thousands of tons

This surprise move came dur- of oil were transhipped to anoth-

ing a debate in Parliament on the er vessel off Southampton Water.
Pacific Glory fire of Oct. 24, The incident was a sudden disas-

which caused an oil-slick scare ter at sea, and there is no sugges-

along 100 miles of coastline. tion that any vessel was breaking

The tanker, owned By C. Y. normal anti-pollution rules.

Tung, collitted with the Allegro, But during the debate in Par-

owned by Petroleum Marine Car- liament, when it was decided to

riers Corp. of Nassau, and a ma- accept the amendments to tanker
rine inquiry in London is now laws set out in the international

sitting to apportion responsibility convention convened by IMCO,
several members of Parliament

complained that current penalties
were too low for future super-
tankers. They urged that they
should be put as high as £ 50,000
sterling so as to stop anxiety that
some owners might be tempted to
break pollution laws on excessive
scales, even though these might

 be "maverick" firms with no

connection with reputable opera-
tors. IMCO is ( Inter-Government-
al Maritime Consultative) Organ-
ization), a specialized agency of the
United Nations.

Anthony Grant, government
spokesman on pollution, said that
at present top fines were being
hiked from $2,500 to $12,500. and
could go even higher if ther€ was
a serious offence. Speakers de-
clared that it must be made 2om-

mercially unrewarding to pollute
Ernest L. Whalon, insurance man- the sea, and Mr. Grant told them
ager of International Utilities, Phil- that in government opinion the
adelphia, has been awarded the present proposals were thought to
Insurance Institute of America's be sound and valuable in the

diploma in management studies. light of modern shipping controls.
The diploma is granted to persons Oil companies had cooperated
in property and liability insurance with the anti-pollution lobby in
who have completed a four-seme- acceptable ways, he asserted.
ster program and four national ex-
aminations in the management EARLIER, at Brussels, Mr.
area. Mr. Whalon is secretary of Grant had told delegates to an
the Delaware Valley chapter of the international colloquium on oil
American Society of Insurance spillage that there should be lim-

Management. itations on the size of tanks in

giant oil carriers.
One major oil firm, British Pe-

troleum, is planning to double its
super-tanker fleet from 21 200,-
000-tonners to 45 of the large-size
vessels in the next four years.

The British government's na-
tional fund for meeting any pub-
lic emergency in the catastrophe
field, such as exceptional oil pol-
lution, has been raised from $300
million to $500 million. •

Alarms...
Continued from page 43
system sounds an area code on
all indicating devices, signifying
the existence of a fire and the
area or zone within which the

alarm was initiated.

SELECTIVE CODED systems
are designed for large or complex
structures where it is important
to immediately notify occupants
to evacuate and to alert fire

fighting personnel as to the loca-
tion of the fire. Actuation of any
coded manual station in the sys-
tem sounds four rounds of a cod-

ed alarm which indicates the

specific location of the device
from which the alarm was initi-

ated.

Presignal coded systems are
used in large or cornplex struc-
tures where it is vital to locate

the fire immediately, and where
key personnel should be alerted
without unnecessarily alarming
the occupants. Actuation of any
coded presignal manual station in

the system indicates the precise
location of the originating device
to key personnel at selected loca-

tions, permitting them to investi-
gate, evaluate and, if necessary,
sound a general evacuation alarm

by inserting a special key into
the manual station and turning
it.

The foregoing descriptions in-
dicate results that occur when

any of the four different manual
stations are actuated. Automatic

fire and smoke detectors that are

employed in the fire alarm sys-
tem produce the same results. •

Declined? Tough Risk?

LET US HELP YOU

ABOARD THE

CAPACITY TRAIN!

The broad stroke of the brush often

eliminates otherwise acceptable clients.
We specialize in initiating and completing

the more difficult placement through
domestic "facilities".

, We do not apply the broad stroke.
0 Each submission considered

) individually. Let us assist
4 you aboard the

CAPACITY UNLIMITED!

1, COMMERCIAL
INSURANCE

SERVICES of
AMERICA,Inc.
223 W. Jackson Blvd.

Chicago, Illinois 60606

 Phone (312) 663-1500

Pays taxes, but. ..
PITTSBURGH-A federal judge here has ruled that $4,-

500 paid by a bank robber to the Internal Revenue Service
to satisfy a tax lien is not refundable.

The case involved a man who paid his back taxes two
days after he. held up a Pittsburgh area bank in 1964 and
escaped with $18,500.

TransAmerican Insurance Co., which covered the bank's
losses, filed the suit in the U. S. District Court to recover
the money paid to the IRS.

Chief Judge Rabe F. Marsh said the insurance firm could
not force the IRS to refund the money and dismissed the
case.

In his opinion, Judge Marsh noted that the IRS had no
knowledge of the taxpayer's involvement in a robbery until
a week after the payment was made. Marsh said:

"Title to currency passses with delivery to person who
receives it in good faith." He pointed out that a "less
stringent rule would disrupt commerce."

The bank robber had paid the money to satisfy a tax lien
incurred when he operated a tavern in a Pittsburgh suburb.

Although the man had squared his debt with the federal
government he got little sympathy from the state court.

He pleaded guilty to the bank holdup in Criminal Court
in 1965 and was sentenced to eight years in prison.
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Drugs...
how many drug users have been havior, stupor, confusion, fre-
discovered during the course of quent agitation, lack of coordina-
investigation "So far there's been tion, excessive absence and un-Look - Continued #om page 35 a few " sud John Bonhard cas- satisfactory work performance
ually "It does show some in- This requires, of course, an edu-

One hears a lot about adoles- crease in trend We're learning of cation program for supervisors,"
cent abuse of drugs-but how an instance of drug abuse maybe he noted
does this occur in business9 "Am every other day now Dr Franco stated that "Busi-

who will be I on :he record or off the re- He noted that principal sources ness is not able to rehabilitate
cord 7" is the first 11-ne of replY for these discoveries were credit active drug addicts at work the
most often heard to this question agencies and informants "We do same applies in cases of serious
"Sure, I find addicts," he says, inform the insured when we find drug abuse of other types ' He
once his anonymity is assured an addlet or someone who's using indicated that close liaison be-

reading your "We have a lot of y)ung people drugs heavily," Mr Bonhard said tween the company and a reha-
who wcrk in our plant He disagreed with Mr Dacunto's bilitative program was more ap-

"Some you might classify as feellng about gambling "Life and propliate. In addition, the soft
from an underprivileged back- limb are involved in drug abuse- drug user, said Dr Franco "often
ground-we have a lot of youn but this simply isn't a problem in involves fairly long term psychi-

help wanted black people who're predominantly gambl.ng," Mr Bonhard replied atric treatment Self-help group
from the South They almost never He admitted, however, that there therapy may open up greater
use drugs, contrary to what some were still fewer losses covered treatment opportunities Serious
people ty pically say Perhaps under fidehty bond agreements drug abuse may be associated
they're not as sophisticated as their that originated from drug abuse with deep-rooted personality dis-
peers in the black ghettos down problems than those losses in- orders which of themselves are
there in New York," ne said curred on employes who had a difficult to treat "ad He explained that his drug yen for dice-tossing and the like Dr Franco warned against

... problem surfaced generally among Whatever fidelity bond writers' combining an alcohol treatment
white male employes from 20 to experience with drugs has been, program with drug rehabilitation
26 years of age "They blew grass the number and kinds of safety efforts "There's a world of dif-
while they were in Vietnam in and security (not to mention lia- ference between the two condi-
the Army is the us-lal story I bility) problems triggered by in- tions," he said He also cautionedInsurance Manager Insurance Manager & Director
hear Then somebcdy turnedCorporate Insurance Manager Manager, Claims Dept creased use of drugs by employes the business community against
them on to heroin, or norse as it's could go on and on It has been "quicky" methods "Even withDirector. Cori)orate Insurance System Manager of Insurance
called Heroin gives him an es- the practice in the financial in- the Methadone (a drug alterna-Insurance Analyst Insurance & Safety Supervisor
cape from the bad situation over dustry as well as other fields that tive to heroin that leaves the ad-Insurance Administrator Director, Bank,ng & Insurance
there It's cheap, and abundant rely heavily on public confidence, diet able to function normally)Corporate Risk Manager Insurance Accountant

The army simply turns its back that whenever an addict was dis- treatment, a proper period of fol-Superintendent Supervisor, Property & Casualty
Safety Director Manager, Insurance & Properties on drug abuse, according to what covered he was promptly fired low-up after the first phase of six

I've heard from some of their for fear of the public reaction if weeks will go well into six to 10Division Insurance Representative Insurance Coordinator

Insurance & Security Manager Vice President, Safety forrner charges If the services do it ever got out months of the second phase of
treatment," he saidTrust Insurance Officer Vice President, Corporate Personnel happen to stumble over the fact

Manager, Insurance & Real Estate that they have an addict on theirAssistant Personnel Director A FORMER medical director of Dr Franco stipulated that be-
hands they give him an honora- the Chase Manhattan Bank em- fore a rehabilitated addict wasManager, Property & Casualty Director of Personnel

Safety Engineer ble discharge and fly him backDirector, Employe Relations phatically denies this was ever hired by a company (wh,ch he
Manager, Insurance & Safety Manager of Employe Benefits home in a hurry to get rid of considered as an alternative prac- urged with proper precautionary

him"Insurance & Safety Administrator Personnel Manager tice bl that bank He indicated procedures) documented proof of
V P & Director of Risk & Insurance that the bank attempted to find the medical treatment effortPersonnel Supervisor
Insurance Supervisor Personnel, Labor Relations & Safety "HIS PROBLEMS oegin when help for the addict, taking a re- should be obtained along with
Manager, Tax & Insurance he finds that the 100 milligrams habilitative attitude toward these some evidence of the stability ofPersonnel Services Supervisor
Manager, Insurance Department Industrial Relations Manager or so of heroin he needs every problems in general and resorting the applicant's rehabilitation
Corp Director of Insurance & Safety day is a $75 habit here He usu- to firing the addict only when HE URGED business to cooper-Vice President, Salary & Benefits
Legal & Insurance Director Manager of Employment ally isn't making that much from necessary ate with the police in cases of
Supervisor of Claims Personnel Secretary his job, so he has to steal to Utilities such as Consolidated suspected drug traffic and appre-
Claims Attorney Manager, Beneuts & Compensation support his habit, and usually Edison Co of New York Inc or hension of individuals caught in
Secretary & Insurance Manager from the company Tney tell me New York Telephone have a par- the act of pushing drugs AnotherManager, Pensions & Insurance
Loss Prevention Manager the average return on stolen mer- ticularly heavy exposure due to source pointed out that it was theGroup Insurance Manager
Director-Safety, Training Personnel Manager, Personnel Administration chandise is about 20¢ on the dol- their massive manpower needs pusher who made addicts of peo-
Asst to Insurance Manager lar-you can imagine how much New York Telephone, for exam- ple Any security program mustVice President, Industrial Relations
Claims Administrator Trustee of Retirement Trust the addict has to steal to support ple, intends to hire 300,000 new maintain a special vigilance against
Supervisor, Banking & Insurance Administrator, Benefit Services his $75 a day habit," the source young employes in the next 12 this insidious danger
Claims & Insurance Manager Personnel & Safety Director explained months. Many if not all of these The medical director of a com-

Manager, Security Services Manager, Benefits & Manpower Dev "No, we don't have a formal young people will have been ex- puter firm noted that the con-ipa-
Insurance Clerk Department Chief, Pension Fund program on drug abuse No the posed not only to drugs but also ny must maintain a rehabilitative
Insurance Manager, Employe Insurance management hasn't any aware- to their peers' collective pressure posture toward ltS employes who
Director of Security Employe Benefits Department ness of the problem I've just die- to try them Consequently, there are victimized by drugs "We can
Claims Supervisor Manager of Personnel Relations tated my second letter to the W111 Inevitably be that percentage throw these addicts away and
General Manager, Insurance Director of Employe Benefit Plans president on a drug program-it's of addicts, speed and acid freaks forget about them At first that's
Claims Manager Insurance & Employe Benefits Mgr still on my machine The first one as well as pot heads among the the easiest way But sooner than
Director of Safety & Security Director of Industrial Relations apparen:ly didn't get much of a emplo>e population we think we will find that we
Director of Safety & Insurance Personnel Assistant rise-I never got in to see him Dr S Charles Franco, medical have no manpower left We will
Assistant Manager, Insurance Dept Salary & Insurance Administrator Maybe this one will be different," director of Con Ed tells how his have forgotten them out of exist-

he said company, rather than shaking its ence and into drugs," he said •
The outlook is not quite as hands and ltS head lS trying to

The above titles are typical of Business Insurance bleak everywhere, however Fi- come up with a reasonable anti-
delity bonding underwriters, for dote to the Inevitable dose of Dental groupreaders who replied to a recent survey. instance, tend to take a "wait- blight the company has to con-
and-see" approach to what they tend with "Business has been
brand as "alarmist' warnings hard put to come up with a solu- to sponsor

If you r personnel requirements include executives about the proliferaticn of drug tion to its particular problems as-
abuse in business "We find that sociated with drugs, such as ab- packageplanlike these now serving in responsible positions in gambling is a bigger risk problem normal behavior, absenteeism, poor
to us than drugs or alcohol," said work performance, thefts and HARTFORD-rhe Connecticutthe 13,000 leading United States corporations, Joe Dacunto, an underwriter with pushing of drugs," he said State Dental Assn board of gov-

you should place your Help Wanted ads in the Fidelity and Deposit Co Dr Franco noted that compa- ernors has voted to sponsor a
Apparently, discovering an ad- nies simply must take action to "mass purchasing" plan of pro-

Career Opportunities columns of Business Insur- diet or a "pill-popper" is quite develop a formalized program to fessional insurance coverage for
rare in the fidelity bonding proc- deal with drug abuse He put ltS 1,850 membersance. Bl is the only national newsmagazine that's ess Mr Dacunto pointed out that forth tne following as his sug- The plan, underwritten by the
appllcations are obtainsd from all gested outlines for such a earn- Security Insurance Group ofexclusively devoted to their special JOb IntereStS. people to be bonded In addition, paign Hartford and endorsed by the
former employers are queried "If • Recognition of the signs of American Dental Assn, provides
there's nothing mentioned it'S drug acldiction and drug abuse broad property and professionalYour Help Wanted ad in Business Insurance is the tough to find out There's really problems among Job apphcants liabillty coverage for partlcipat-
no loss prevention we practice and regular employes ing dentistseasy, low-cost way to find the right man for your ourselves in this area We look • Referral of drug addicts and It also contains a $1 million

Job opening. for a comprehensive system of others with drug abuse problems "extra protection layer" to cover
internal controls within the to rehabilitation services claims exceeding basic policy
structure of the firm to prevent • Hiring and retention of ade- limits
losses of all kinds," he explained quately rehabilitated addicts andbusiness insurance others who have abused drugs DR. ROBERT Zeoli of New

HE NOTED that to cate he had • Security of company prop- Haven, chairman of the state
seen no claims involving drug erty and operations group's council on insurance, told740 Rush Street, Chicago 60611 abuse, nor any discovery of ad- Business Insurance that the plan
diets during the normal course of HE CONCEDED that recogniz- is "completely voluntary "

. . . reaching 35,000-plus specialists, including their application investigations ing the signs of drug addiction "Our members," he continued,
The head of an investigative and drug abuse are very difficult "will benefit from premium sav-in-depth penetration in the 13,000 most impor- division for Fidelity and Casualty "However, there are certain signs ings made possible by the mass

tant United States corporations. Co exp.ained that his depart- which may indicate the existence or volume purchasing power of
ment never kept a tabulation on of drug abuse such as erratic be- the group "



Of all the fri nge benefits

be more appreciated than this.
How many of

your employees own
an automobile?

Almost all, it's
safe to say.

And how do they
insure them?

Individually.
Scratching to make
the yearly lump-sum
payment or paying
high interest rates for
the privilege of
premium installments.
And, sometimes, for-
getting to renew.

Royal-Globe has
a better idea.

Let your em-
ployees buy their auto
insurance through
automatic payroll de-
ductions under our
new low cost
ROYAL GUARD*
Insurance Plan.

As a Sponsor, you
assume only adminis-

trative responsibility
for automatic payroll
deduction. The

employee continues to
pay for his own
insurance, choosing
the coverage that fits
his own particular
needs.

But he pays for it
painlessly. He never
has to worry about
overdue prerniurns or
policy renewal. And he
may benefit from
significant savings.
Most employees do !

Moreover, he
gains the advantage
of personal counsel-
ling, driver retraining
and fast claim service
through specialists
assigned to your Plan.

These are but a
few of the benefits you
can ofTer your ern-
ployees through

ROYAL GUARD Plan.
Our surveys show that
employees want and
appreciate this new
benefit. And as with all
sensible fringe bene-
fits, both you and the
employee will gain.

For more infor-

mation contact your
nearest Royal-Globe
Insurance agent,
or your broker.

Royal Guard
®

INSURANCE PLAN

ROYAL-GLOBE
Insurance Companies

f Voul mdf#ndphtl
 0.#/0.(fl AGENT 1

150 William Street
New York, N.Y 10038

*Servicemark, Royal-Globe Insurance Companies



Ask your present business
insurance man,66Which outfit
hasthe largest fulltime
staff of claims specialists ?"

And act surprised
... if he tells you.

Allstate.

Well,
now!!

If he knows his business, he knows Allstate has the
most salaried claims men. 9000

ofthem.Spreadoutfromborder
to border, coast to coast.Young
and eager, ready to work.

Fast claims service is j ust

Available in most states. Allstate I nsurance Company.

one reason you should look
into Allstate.

Allstate can focus fresh eyes
and fresh brains on your par-
ticular business insurance

needs-however big. Our men
are hand-picked. Experienced.
Specialists. Experts at analyz-
ing needs and improving pro-
tection. And if you're like most,
you'll save money.

This helps explain Allstate's
fast growth in the business of
business insurance.

So next time you need
a quote, call
Allstate. /Illstate®

BUSINESS INSURANCE


