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 Says Wichita State liable
for crash plane passengers

By TERESA NORTON Richards was

Workmen survey twisted metal and shattered concrete at the site of
bridge collapse in Melbourne, Australia. fatal to 31 workers.

-Wide World photo

Bridge cover: $4 million
MELBOURNE, Australia-

A 2,000-ton steel span joining the
middle of the $47 million bridge
being built across the Yarra river

nere split in two Oct. 15 and
plunged into the river, carrying
some 31 workers to their deaths.

Four are still missing and all but
12 of the 70 men atop the span
were injured critically. The

oridge contractor's all-risk cov-

erage with a limit of $4 million is
written by the Commercial Union
group and reinsured in London,
it has been learned.

Preliminary reports indicate
thet a 134-foot pre-stressed con-
crete pillar supporting the span
in its middle disintegrated. How-
ever, one source who participat-
ed in rating the coverage ex-

Continued on page 2

WICHITA-The operations be-
hind the business facade that led

to the Wichita Sta-e University
plane crash are now coming to
light. The term "facade" was first
applied by a spokesman for the
federal government and the ques-
tionable business and insurance

practices that were hidden behind
it are now under investigation by
the National Transportation Safety
Board.

The charter plane that crashed,
killing 30 persons, including 13
members of the Wichita State

University football team, was
part of a pass-the-buck operation
whose principals are the Jack
Richards Aircraft Co., lessor of
the plane, and Golden Eagle Avi-
ation Co., which provided the crew.
Both are based in Oklahoma City
and have since had their licenses

lifted by the Federal Aviation Ad-

ministration. Mr.

also fined $50,000.
Irving Ripps, FAA information

specialist, told Business Insur-
ance that "regulations, from a
legal standpoint, make the opera-
tor of a plane responsible for the
safety of the flight. When an air-
plane broker, such as Jack Rich-
ards, leases a plane to a group,
such as Wichita State University,
and the group contracts with pi-
lots, such as Golden Eagle, to fly
for them, then the group becomes
responsible for the safety of the
flight. And according to their con-
tract the university had agreed to
supply passenger liability insur-
ance."

University officials have re-
fused to return Business InsuT-

ance phone calls in reference to
the school's liability insurance.

ACCORDING TO Pat Thomas

of the supplementary services di-

vision of the Civil Aeronautics

Board, Golden Eagle was regis-
tered as an air taxi cargo carrier
and had met the requirement to
file a copy of its insurance with
the government. The company,
however, was licensed to fly

planes weighing no more than
12,500 pounds (the Martin 404
weighed 29,000 pounds empty -,
and only to haul cargo. They had
appropriate insurance for such
flights.

"The only time an insurance
requirement for air taxi opera-
tions is made," Miss Thomas said,
"is if the company has a special
exemption from the board to fly
larger planes. Then passenger
liability of $75,000 per person o.
$75,000 times 75% of the seats in
their. largest craft is necessary.
Property damage limits of $100,-
000 must also be 'met and third-

party liability of $75,000 per non-
Continued on page 2

B.1. Workshop becomes give-and-take session
By RANCE CRAIN, RICHARD BJORKLUND and

STEPHEN GILKENSON

ATLANTA-It started on Sunday evening, Oct. 11,
and didn't get over until Wednesday afternoon. In be-
tween participants at the first annual Business Insur-
mice Management Idea Workshop listened, questioned,
argued, challenged, confronted.

They often didn't agree with several speakers who
brought with them the message that corporate execu-
tives in the '705 must help make their companies more
socially responsible from the inside-or face untold lia-
bilities from up-in-arms consumers from the outside.

They wouldn't let one speaker, the executive director
of Campaign GM, off the podium for a half hour after
his formal talk was over, and they quizzed him through
the cocktail hour and right into dessert.

.,-= THEY HEARD about the high cost of medical care;
>"' minority worker loyalty; alcoholism; salary vs. hourly

wages; captive insurance operations; payroll deduction
plans; communicating benefits; computer safety; and union
demands in the '70s.

When they checked out of the Regency Hyatt House in
this city three-and-a-half days after they checked in,
workshop participants hadn't had much time for sight-

 seeing.Following is an account of some of the major sessions,
and elsewhere in this issue are separate stories on
workshop speakers-and reactions to what they had to
say.

REUBEN B. Robertson III is an attorney on the staff . Mr. Robertson cited as another key issue the insensi-

of the Center for Study of Responsive Law in Washing- tivity of industry to te impact of technology.
ton, and that makes him a Nader's Raider. He is, in fact, "One thing is certain," Mr. Robertson warned work-

one of Ralph Nader's chief raiders and in that capacity shoppers; "there is going to be more and more litigation
he made some grim evaluations and issued some omi- against entrepreneurs who persist in contaminating the
nous forecasts for risk managers at the first Business environment. In today's world it has simply become
Insurance Management Idea Workshop. socially unacceptable to inject your waste products into

Among the challenges he predicted for industry were other people's lives through water or atmospheric pollu-
increased consumer activism, creation of ombudsman tion.
positions in government to protect consumer interests, "Among other things, you will see a revitalization of
growth of the Consumers Union and related groups, and existing legal remedies such as the Refuse Act of 1899,

most important-much more litigation in the consumer the nuisance and trespass theories, as well as substantial
area with more class action suits as a result of Congres- tightening of federal and state standards and enforce-
sional action making class actions easier to file. ment mechanisms."

(For some direct advice from Mr. Robertson to corpo- While one workshop participant accused Nader's Raid-
rate risk managers, see page 21.) ers of opening a "Pandora's box" and another accused

Among basic issues cited by Mr. Robertson was prod- Mr. Robertson of establishing a "witch-hunt committee,"
uct safety, an issue brought into the open by the report an irate workshop member agreed with Mr. Robertson,
of the National Commission on Product Safety, which saying: "It's gol-darned disgusting that so often nowa-
concluded "the exposure of consumers to unreasonable days you buy something, find out it's defective and then
consumer product hazards is excessive by any standard you're told by the clerk that you've monkeyed it up.
of measurement." What has happened to our quality control?" he asked.

MR. ROBERTSON predicted. "You may expect a good Challenged to account for "where Nader gets his
deal of legislative action in the area of product safety in money," Mr. Robertson said, "The Center for the Study
coming years. The safety panel itself drafted a bill of Responsive Law is funded thinly on $95,000 a year,
designed to deal with some of these serious problems" chiefly in foundation grants from the Carnegie Founda-
though a commission empowered to establish mandatory tion and three or four others. Ralph Nader contributes
safety standards, obtain court orders to prohibit market- some of his own funds, money he gets for making
ing of unreasonably hazardous products, conduct hear- speeches and such. And we receive a certain limited sum
ings on consumer product safety hazards, and collect and from individual contributors."
analyze data on product injuries. Continued on page 50
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Air Force, Lockheed at odds over
liability for C-5 destroyed. in blast

MARIETTA, Ga.-The U.S. gov-
ernment and Lockheed-Georgia
Co., builder of the $23 million
master model of the C-5 that was

destroyed by explosion and fire,
were at odds last week over

where the financial liability for
the loss should fall.

While decisions and determi-

nations as to the cause of the loss

appeared to be tied up in the
bureaucracy of Washington, offi-
cials at the aircraft company
were confident that the loss

would ultimately be borne by the
governrnent.

"There is a teehnicality evolv-
ing over whether or not the
plane had actually been deliv-
ered to the Air Force," a source
at Lockheed's California head-

quarters said. "Our feeling is that

it had been delievered," he said,
noting that money had · changed
hands. "It was then bailed back
to Lockheed for the balance of

the test program, which is to
continue for several years."

IF IT IS determined that the
plane had not been technically
delivered to the Air Force, the
craft would be insured under
Lockheed's blanket "work and

process" insurance policy, said
the source. Thereafter the gov-
ernment assumes practically all
risks under terms of the contract.

"Our ground and flight clause
under the contract has the gov-
ernment assuming all risks un-
less.losses result from 'manageri-
al misconduct' or 'lack of good
faith.' Even ordinary negligence

New AFA
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on the part of a workman would
be assumed by the government,"
he told Business Insurance.

The plane, which is almost as
long as a football field, was de-
stroyed while it was undergoing
a "fuel cell purging" at Dobbins
Air Force Base neEr here. It had

been test flighted the same day
(Oct. 17) and had reportedly de-
veloped a leak in a fuel line.

Officials speculated that the blast
could have been touched off by a
stray spark or static electricity.

One flight-line mechanic was
killed.

The cost of a 2-5 has been

under dispute for some time. Sen.
William Proxmire ID.-Wis.) has
criticized the government pro-

gram to mass produce the huge
transport planes and Congres-
sional hearings have been told

that each of the planes was cost-
ing about $50 million.

"We would have insured them

for considerably less than that-
or about $20 million," the Lock-
heed source noted. He pointed
out that Lockheed has not in-

sured the planes being produced
under the government contract.
"We have self-assumed the two

risks mentioned in the govern-
ment contract," he said, speaking
of managerial misconduct and

lack of good faith, and expressed
doubt that such risks could or

should be insured. •

Crash. ..
Continued from page 1
passenger or $300,000 per occur-

renee is required." She said that
Golden Eagle had none of this in-
surance "that we kncw now."

FAA officials have said they
warned both Wichita State and

Tulsa University that Golden Ea-
gle wasn't licensed :o fly large
charter flights. To date, the FAA
has found no reccrd of an air-

worthiness safety certificate for

the 20-year-old plane that crashed.
The certificates of 23 of Richards'

known planes were revoked and
six have now been reinstated.

Ed Slattery of the National
Transportation Safety Board told
El,siness Insurance that neither

air company had yet appealed to
the NTSB to get back their licen-
ses "but this would be more like-

ly to occur after the public hear-
ing in Wichita." The hearing will
determine the probable cause of
the crash. i

Bridge...
Continued from page 1

pressed skepticism -that the pillar
was the cause of the tragedy.

"Those pillars all were pre-
stressed and tested afterwards,"
the source pointed out. "John

Holland, the general contractor
for the bridge's substructure and

the bridge's approach, put those
pillars under a good deal more
weight than that steel span has

and they held up. My guess is
that a bolt slipped and sheared
off with the rest following like

dominoes. The falling steel would
then have torn up the pillar as it
fell into the river," he speculated.

AN OFFICIAL inquiry by the
state government has been con-
vened to determine the cause of

the collapse. The question must
be decided before it is deter-

mined just whose insurance cov-

erage will apply. If it is found
that the disintegration of the pil-
lar from the weight of the steel

span caused the toppling, then
presumably the general contrac-
tor for the bridge's substructure
(a S6 million contract) would be
held liable for the accident.

On the other hand, if a bolt did
slip and shear at a weak point in

the joint between the steel span
and the concrete pillar then the
insurance situation would be

changed considerably.
According to one source, World

Services, a Dutch contractor, had
originally been awarded the con-
tract for the construction of the

steel span (an $18 million con-
tract). The firm's participation in
the bridge's construction was su-
perceded, however, by the Mel-
bourne bureau of public works
because the company had fallen
nine months behind schedule,
showing no signs of catching up
the source explained.

World Services apparently had
warned the bureau about a

weakness in some shoring up in
the steel area' of the disintegrat-
ed pillar. If the on-site engineer
gave the go-ahead on the attach-
ment of the span to the pillar,
says the source, then the public
works' own contractor's all-risk

insuror would have to pay up.
Still another insurance possi-

bility was brought out by local
newspapers, which took note of
the fact that Freeman Fox &

Partners, London, the architec-
tural firm that drew up the orig-
inal blueprints for the span, had
also designed a bridge in Wales
that collapsed last June, killing
four people. If the government
inquiry determines it was a de-
sign problem that led to the col-

lapse then presumably the design
firm's errors and omissions

coverage, written for them by
Lloyd's, would be called into
play.

Whatever the import of these
liability questions, they will be
decided by the results of the gov-
ernment inquiry. One source sug-
gested that the major insurance
problem would be one of liabili-
ty. "It will only take between
$300,000 and $400,000 to raise the
bridge span and begin work

again," he explained. The source
also felt that workmen's compen-
sation coverage would pay about
the same. Victoria provides a
death benefit under workmen's

compensation of between $10,000
and $12,000. .

Union gets
auto cover

DAYTON, 0.-Joe Shump,
president of Local 801, Interna-
tional Union of Electrical Work-

ers, said that Frigidaire's 14,000
union members will be offered
automobile insurance at an aver-

age rate saving of nearly 20 %.
Under a plan which Mr. Shump

called "the best now available,"
Hartford Insurance Co. auto cov-

erage will be made available to
all credit union members on a
voluntary basis.

Mr. Shump pointed out that
Hartford can cancel under this '
plan only if the person insured
loses his driver's license or fails

to pay his premiums and that the
policies will cost an average of *5
or 20% less than in the past. 1>4
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Benefits council is forum for health plan debate
By GEORGE LANGWORTH

NEW YORK-Proponents and
enemies of the national health

insurance proposals now coming
before Congress slugged out an-
other round at the Council on

Employe Benefits here. All agreed
that while people seem t6 be tak-
ing the subject more seriously
these days, the fight to determine
just what legislation and how
much (if any) will be enacted will
be a long one.

Apparently, many who former-
ly ignored such talk are waking
to the fact that there is a serious

deterioration in our health serv-

ices, according to James Brindle,
president of the Health Insurance
Plan of Greater New York. There

are several facts, he said, they
keep tripping over. "For exam-
ple, we spent 6.7% of our gross
n a t i o n a 1 product (which is
threatening to reach the $1 tril-
lion mark this year) for our
health care costs-more than any-
body else, but we ranked 13th
behind countries with lower in-

fant mortality rates," he pointed
Out.

That doesn't really tell of our
real problems, apparently, how-
ever. Mr. Brindle indicated that

there seems to be a group of
people who consistently receive
poorer medical treatment and
have consequently poorer health.
"We found in a study of inner-
city Detroit that maternal death
happened seven times more fre-
quently there than in the rest of
the country. But. then, the life
span of blacks anywhere in the
U.S. is seven years shorter than
for white people,' he said.

ALL THE BILLS on the sub-

ject seek a universal health care
coverage, Mr. Brindle said. So,
now that everybody's at least
agreed on that concept all that's
necessary is to iron out the de-
tails.

But the various bills and their

details, unfortunately, are quite
at variance with one another.

Sen. Paul R. Fannin (R.-Ariz.)
introduced the Medicredit bill,

sponsored by the American Medi-
cal Assn. earlier this year. It pro-
vides afinancing scheme for
whatever comprehensive -plan a
family or individual wishes to

buy, so long as it includes basic
hospital and doctor's benefits.
There is no penalty for existing
health conditions and the cover-

age is guaranteed renewable.
The benefits under the pro-

gram are subject generally to
cost sharing and limitations. Un-
der the Medicredit scheme the

same method of payment cur-
rently in use by the carrier or
prepayment plan purchased by
the policyholder would be con-

tinued. The bill proposes, chiefly,
to amend the Internal Revenue

tfode to allow tax credit for
health insurance premiums. An
individual will get credit for a
percentage of $150 (individual's
premium) while a family will get
credit for a percentage of $400

(family's premium). The per-
centage of the premium qualify-
ing for tax credit decreases with
a correspondingly higher level of

income of both the family and
the individual.

Rep. Martha Griffiths' (D-
Mich.) bill would provide, on the
other hand, comprehensive health
services, including those services
of family doctors, specialists and
psychiatrists, diagnostic and pre-

ventive procedures, all hospital
services (both inpatient as well as
outpatient care), ambulance, home
health service, nursing homes,
dental services for children under

16) and the poor, but not for other
adults.

THE VARIOUS covered health

services proposed under the Grif-
fiths' bill would be paid for
through physician and/or dentist
groups contracting to receive a
predetermined payment. The

group association would then pay
their members as they wished,
including a fee for services. The

bill outlines a plan for the nego-
tiation of a budget with hospitals
as well as predetermined allow-
ances for nursing homes and
home health services.

The Griffiths' bill also includes

a cost incentive to improve. It
provides for an additional pay-

ment of 5 % of the total per per-
son payment for conducting an
evaluative review of the health

services, any improvement in the
efficiency of the delivery of serv-

ices and a program of continuing

education. These improvements
would be determined by a system
of peer review. The general poli-
cy of the program prescribed by
the Griffiths' bill would be set by
a national health profession
council that would also police the
uses of the plan.

Sen Jacob Javits (R.-N.Y.)
introduced a bill proposing a uni-
versal health coverage with ben-
efits similar to those now provid-
ed by Medicare for those over 65.

These would include maintenance

drugs, an annual physical check-
up, dental services, except orth-
odontia (braces), for children but
not for adults. All prescription
drugs other than for rnaintenance
(such as insulin for diabetics for

example) would be excluded from
the coverage.

Benefits would cover eyeglasses

WhyHamilton
deserves a

goldwatch.

and hearing a.ds. Hospirtal ccsts
as well as doctor and nursing
home services would be subject to
similar cost-sharing and limita-
tions as are currently in force
under Medicare.

BLUE CROSS and Blue Shield

as well as insurar_ce companies
would be continued under :he

universal program proposed by
the Javits' bill. They wouki oper-
ate under it in their curient ca-

pacity for Medicare--paying rea-
sonable costs to hospitals and in-
stitutions and reasonable charges
for doctors until July 1, 1973.
After that new methods k.opeful-

ly to be developed in the interim
would be employed.

This past August. Sen. Edward
M. Kennedy ( D.-Mass.) intro-
duced a bill in Congress pat-

terned on the work done by the
Committee for National Health

Insurance's Health Security Plan,
set up by the late Walter P.
Reuther, president of the United
Auto Workers. The bill calls for

the entire range of services need-
ed to maintain the health of the

plan's participants. These include
prevention and early detection of
disease, care and treatment of ill-
ness as well as medical rehabili-

tation. The bill excludes any and
all cut-off points, co-insurance
provisions as well as deductibles
and waiting periods.

There would be no restrictions

on the plan's provided services
except for four exceptions that
are due to inadequacies in the
nation's existing resources. These
exceptions would be nursing

Continued on page 48
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For over 50 years, Hamilton Watch /
Company has been our group insurance client. 2
So have more than 30 other distinguished '
U.S. businesses. Hamilton was a pioneer in 7 ,' / *
providing benefits to employees, and Aftna / 1/
pioneered in insuring them.

/Etna has a past to be proud of,
because we've kept our eye on the future-
with innovative group insurance products. f

Today, more businesses are group-insured - *r&rgiwziL
with ZEtna than any other company. But one 7                            : 1.

thing about Aitna hasn't changed since 1913, ff
the year we began offering group benefits. An 1
old-fashioned commitment to good service. It's 
what's helped us keep a growing list of clients \ : -
happy for over half a century.

Perhaps it could help you, too.
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 washington watch
Federal program costs augur boost
for national health insurance plan

WASHINGTON-Although the
public will now know for certain
until some time in November, ex-
perts here in Washington are pre-
dicting that the premiums on the
Federal Employes Health Bene-

fits Program, which covers some
8.2 million persons, will probably
go up at least 15% in 1971.

This, they say, will serve to
drive just one more nail in the
coffin of the nation's current

non-system of health care and
bring us another step closer to

national health insurance.

Advocates of national health

insurance have claimed for some

time that one of their strongest

selling points is "skyrocketing
health care costs"-a term which

has almost become a cliche in

America today.

THIS, THEY SAY is true be-
cause only through such a na-

tional system can such cost in-
creases be checked.

There are numerous indices of

health costs, most of which are
subject to interpretive controver-
sy. One which is difficult to ar-
gue ith is health insurance pre-
miums and these are quite liter-
ally skyrocketing out of reach of
many Americans.

The federal government health

insurance plans for its employes
are considered to be industry bell-
weathers-that is, premiums on
these plans generally pace those
in industry and other parts of the
private sector.

Next year's expected 15% pre-
mium increase comes right on
the heals of a 12% jump in 1970.
And, a report prepared for the
government by the nation's lead-
ing actuarial consulting firm,
Milliman & Robertson and made

public early this year, predicts
increases of between 10% and

35% every two years until 1976,
probably averaging between 20%
and 25% (B usiness Insurance,
March 2).

IN ADDITION to rising health
care costs, lobbiests for national
health insurance cite the increas-

ing stake that the government
has in the nation's total health

expenditures as a major argu-

ment for an entirely federal pro-
gram.

This ever increasing federal
interest places control over total
costs more and more within the

government's sphere of influence,
they claim.

Here again the big boosts in
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Simplofs growth and diversity -* .

414 reaches the spectacular.
-

541-: I I -

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 the 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 dehydra-ing and
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 mi||ion 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

of workmen's compensation insurance. Jess Swan, presi-
dert of J. W. Swan Agency, Boise, brought Argonaut and
Sirrplot 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,
anc our compensation needs keep changing. But whatever
we do, Argonaut covers us-carte b/anche. With their
satire ty engineering help, we now have a-77 0/0 experience
modification. That converts into a good many 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 Argonast approach for flexible insurance pro-
grams, solid safety engineering, and prompt claims service.

Call Argonaut and we'll map out a program to sup-
port your sales effort. The results could be spectacular.

@ Arionaut Insurance Companies HOME OF=ICE: MENLO PARK, CALIFORNIA

Principal Offices: SAN FRANCISCO • LOS ANGELES • PORTLAND • BOISE • DALLAS · NEW ORLEANS • CHICAGO

MINNEAPOLp • ATLANTA • NEW YORK and other major cities.
Overseas: SAIGON, VIETNAM • BANGKOK, THAILAND

premiums on the federal em-
ployes' health insurance plans
come into play. This will be even
more pronounced after the first
of the year because President
Nixon has j ust signed a bill
which will have the government
paying about 40% of the total tab
as of January 1, instead of the
current 24%.

The federal program covers

some 8.2 million persons, includ-
ing employes' families. The total
cost in 1970 will come to about

$958 million. Assuming a 15%
increase in premiums in 1971,
this will rise to $1.1 billion.

THE GOVERNMENT'S share
of the 1970 costs will be about

$232 million. Under the new law,
and assuming a 15 % premium

rise, this will almost double to
about $450 million in 1971.

The Milliman & Robertson re-

po,rt based its predictions of
drastically higher health insur-
ance premiums on the feeling
that "significantly higher pay-
ments for doctors' services are

yet to come as well as higher
hospital costs" related to higher

wage averages, more expensive
equipment and greater adminis-
tration costs.

The Nixon Administration has

opposed national health insur-

ance as a solution to these prob-
lems. It hopes instead to control
costs through a series of compli-
cated administrative and legisla-
tive checks and balances on fed-

eral payments for health care

under the government programs,
primarily Medicare and Medi-
caid.

Two major proposals in this
area are currently bouncing
around Capitol Hill as part of
various versions of the certain-

to-be-passed bill updating Social
Security and Medicare-Medicaid
benefits.

ONE WOULD FOSTER the
establishment of health mainte-

nance organizations (HMOs) like
the Kaiser plans in California by
allowing Medicare beneficiaries
the option of having their health
care provided by such a plan.

Many experts feel that the
HMO, which provides all health
services to the individual for a

fixed set-in-advance fee, is the

only answer to the health care
cost problem.

A second proposal would place
strict control on doctor and hos-

pital fees by establishing through-
out the nation local Professional

Standards Review Organizations to
evaluate the performance of health
care providers in federally-sup-
ported programs.

Because of its close ties to the

American Medical Assn., the ad-
ministration hasn't officially
backed this second plan, but the
Department of Health, Education
and Welfare did help draft it and
it is understood that the adminis-

tration would find such a plan a
much more acceptable means 94
contributing costs than national
health insurance. •

Petty is CPCU head
H. D. Petty, manager of corpor-

ate planning services for UCC
Financial Corp., Dallas, has been
elected president of the southwest
chapter of the Society of Chartered
Property and Casualty Underwrit-
ers. His 1971 plans for the chapter
include expansion of the internal
and external communications and

more effective membership in-
volvement in the educational and

producer recruitment programs.
UCC Financial Corp., a subsidiary

of University Computing Co., is a
holding company for the Gulf
Insurance group and Mr. Petty
is involved in monitoring the in-
surers' operations.



Questiont
Whendoes thesmartriskmanager

placehis groupinsurance with acarrier
that does NOT offer the lowest rate?

Whenever another carrier can give him a
superior program.

These are troubled times for administrators
of employee security plans. In the past few years,
group health insurance premiums have risen not
only much faster, but much higher, than work-
men's compensation insurance premiums (for in-
stance), and there are no signs of a slowdown.

There are several reasons for this. Group
accident and health insurance is still in the grow-
ing stages. Its protection extends beyond employ-
ees to their dependents, a minor factor in
compensation exposures. New workmen's com-
pensation benefits must be legislated; new group
health benefits are negotiated in labor-manage-
ment bargaining sessions every day in the week.
And there's a sort of leapfrog
relationship between health
benefit boosts and pyramiding
hospital-medical rates, with 4 4\7

each used as an excuse for the
other.

The problem is intensified rzs;

by the fact that group insur-
ance is written to a higher per-
missible loss ratio than any
other major coverage. About
90c in every premium dollar 04.

goes into losses and (with mutual carriers) div-
idends. The insurer must pay acquisition costs
and expenses out of the other dime. This leaves
little room for price-cutting, as a good many group
carriers have learned t6 their cost.

As a good many risk managers have learned
to their cost, when an insurance company can't
live with its retentions and go-in rates and bails
out, the policyholder gets hurt worse than the
insurance company. The carrier can solve its prob-
lem by abandoning it. The risk manager can't do
that. He has to start all over again with a new
insurer-if he can find one.

Retention and go-in rates are not a major
consideration to any smart group insurance buyer.
He's looking for a company ready, able, and eager

to help him make his security
program economically insur-
able and keep it that way.

It's a little bit like court-
ship. If the guy is prudent, he'll
look beyond those dimples and
ask himself "Can she cook?
Can she sew? What does she
look like in the mornings?"
What he wants is not just a
short, happy honeymoon, but
a long, peaceful marriage.

Employers Insurance of Wausau

We think insurance
ought to work for

a living.
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A bundle of work.

A bundle of policies.

And, best of all, a bundle of money.
How can Fireman's Fund do it? With our

famous, all-in-one policy for businessmen:
the Portfolio Policy.

We can save Uou a bundle-or w¢ll eat our hat.
Very sirr Fly, tte Pr:folio Policy takes all

those separate ccverages you need-and
puts them in cne oolicy.

No more sc: ttered forms. No more end-
less insura-ice sefiois. No more mountains

of paperwork. And, vo.1 may save up to
25% over separate, old-style policies:

r

For complete information, call the
independent agent who represents
Fireman's Fund. He'll give still more
reasons you should switch to our
Portfolio Policy.

In fact, he'll trundle out a bundle!
Fireman's Fund American/Portfolio Policy
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Fire

Burglary

Hold-up

Video Systems

<040*
44

0

0

$

0

LOSS PREVENTION
Profit Protection
- Since 1928 -

U.L. Approved
• Central Station & Bell Alarms

• Fi re Detection

• Sprinkler & Waterflow Alarms
• Burglar & Hold-up Alarms
• Smoke Detection
• Residence Alarms

• Closed Circuit Television

ffloRS C f*z=e Z)evee6
Los Angeles
6601 Santa Monica Blvd.
LA, 90038 6466-7141
Phoner (213) 4 273-3340 San Diego Thousand Oaks Cleveland Hono:ulu

1781-1234 233-6325 ' 781-1234 ' 361-6585 * 59223

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 anotier 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
ASSOCCATES, INC., the foremost national employrrent service
devoted exclusively to the insurance personnel field wtose 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 Consultants
327 South La Salle Street-Suite #1400
Chicago, Illinois 60604

Gentlemen:

As a prospective employer El

employee El
(check one)

I would like to receive additional information regarding your
services

NAME

ORGANIZATION
(employers only)

ADDRESS

(employee applicants, please use home address)

CITY-STATE 7ip Code

A DIVISION OF Eelsmi,+Ie,ningwag . ..AND ASSOCIATES INC.

.AL&>nm44 1.. 53. id#jLisb

1, 1

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to

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

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

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

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

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

• The Cal-Western Securities

Co., 2020 L St., Sacramento, Cal.
95814, has made available, free
upon request, What is a variable
annuity? The brochure defines
variable annuity and describes

Cal-Western's approach to it. A
list of the firms' directors is in-

cluded. Direct requests to Robert
G. Sharp, vice president.

• 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 person goes through in the re-
habilitation 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., Wau-
sau. Wis. 54401.

• The Small Business Adminis-

tration has compiled an aid for
Pr eventing employe pilferage.
According to the aid, to prevent
pilferage 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
d iscourage dishonest employes
who try to bypass the system.
Copies are available free fronn
field offices and the Washington

headquarters of the Small Busi-
ness Administration, Washington,
D. C. 20416.

• 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.,
Washington, D. C. 20037. The
film is a 16 mm, color, 22 minute
vehicle which lets the viewer see

the crash the way highway loss
reduction 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.

• BF&M Management Ltd,, Ham-
ilton, Bermuda has made available

.

a booklet About your own insur-
ance company in Bermuda descib-
ing the functions of the company,

manage 'captive' insurance com-
panies on the Island. A copy may
be obtained by writing Derek L.
Dempster, Manager and Secretary,
BF&M Management Ltd., P.O.
Box 1007, Hamilton, Bermuda.

prepared a booklet entitled INA/

safety pay. This publication is
offered free of charge. It de-
scribes a measuring stick for pre-
paring a loss control profile to

areas that need improvement,
suggest new programs to correct
the short comings and help the
employer do away with potential
loss producers in his plant. For a
copy write the firm to the atten-
tion of the Public Relations

Dept., 4050 Wilshire Blvd., Los
Angeles, Cal. 90005.

• The Polaroid Corp. has made
available a booklet describing
their ID-2 Land Identification

System which produces full color
ID cards and badges on the spot.
The subject's image and data are
recorded simultaneously on one
piece of film. The film is lami-
nated with a sheet of clear plas-
tic which is chemically bonded to
the facet A photographically re-
produced validating signature or
seal overlaps the photo and data
portions of the card, making it
difficult to alter the subj ect pho-
to. For more information or a

copy of the booklet write the
firm to the attention of Adrian E.

Van Dorpe, Industrial Marketing
Dept., Cambridge, Mass. 02139.

• The Swiss Life Insurance and

Pension Co., General  Guisan
Quai 40, 8022 Zurich, Switzer-
land, publishes periodically . the
Swiss Life News Letter with cur-
rent information on various as-

pects of European employe bene-
fits. Anyone may be placed on
the current mailing list, free of
charge, by writing the firm.

• The National Fire Protection
Assn. has released the following
1970 editions of previously pub-
lished manuals: Manual for fire

protection for archives and rec-
ord centers (NFPA No. 232A-
M-T), 32 pages, $1; Standard for
the protection of records (NFPA
No. 232), 100 pages, $1.50; and
Recommended practice for pro-
tection of library collections from
fire, (NFPA No. 910), 32 pages,
75¢ When ordering the publica-
tions, list the accompanying
NFPA numbers for easy identifi-
cation. Direct orders to the NFPA

Publications Service Dept., 60
Batterymarch St., Boston,' Mass.

• Business life insurance may
be more efficiently purchased
under a term insurance plan. The
advantage depends largely on the
firms opportunity cost of capital.
Buying whole life insurance and
investing the difference as com-
pared to term illustrates numer-

ous situations. The book may be
obtained for $5 from Dr. Stuart
Schwarzschild, 78 Carlton Dr.,
N. E. Atlanta, Ga. 30303. Dr.
Schwarzschild is a professor of
insurance at the School of Busi-

ness Administration, Georgia
State University.

• The Chamber of Commerce of

the U.S. has prepared and pub-
lished a 1970 edition of Analysis
of workmen's compensation laws.
The analysis is a ready reference
to the statutory provisions of the



laws of the 50 states, the District
of Columbia, Guam and Puerto
Rico and Canadian provinces.
Fourteen charts are presented to
aid employers, employes, insur-
ance firms, agents and brokers in
locating specific provisions of
workmen's compensation laws.
Orders up to 9 copies are $1.50
each, 100 copies or more are 75¢
each. Direct orders to the Com-

merce at 1615 H Street N.W.,
Washington, D. C. 20006.

• The modern concept in inter-
national group insurances is a
booklet published by Swiss Life
Insurance and Pension Co. cover-

ing the background, problems,
and possible solutions and special
advantages for international group
insurances and some facts con-

cerning Swiss Life. The booklet
may be ordered, free of charge
from the firm at General Guisan

Quai 40,8022 Zurich, Switzerland.

• Group life and pension plans
for international companies is a
booklet published by the Swiss
Life Insurance and Pension Co.

concerning the problems with
which a large firm employing a
staff spread over several Europe-
an countries must deal with

when devising pension plans
such as diversity of legislation,
varied Social Security systems,
and taxation changing from coun-
try to country. Free copies may be
obtained by writing the firm at
General Guisan Quai 40, 8022
Zurich, Switzerland.

• Towers, Perrin, Forster &
Crosby, Inc., Three Penn Center,
Philadelphia, Pa. 19102, has made
available reprints of the follow-
ing articles on employe benefits:
"Are U.S. executives in Europe
really overpaid?," by Arthur

Bierwirth, TPC;; "Retirement pen-
si6n planning in Europe for locaI
nationals" by Wolfgang Glage,
reprinted from Worldwide P&I
Planning; and "Planning benefits
in Europe: The problem of con-
sistency" by Andrd E. De Montig-

ny and Dieter Schmahl, reprinted
from the Columbia Journal of

World Business. Copies may be
obtained from the firm.

• Community action... before

the emergency is a booklet pub-
lished by Employers Insurance of
Wausau describing the common
errors of unpreparedness in com-
munities. The booklet lists a num-

ber of national organizations that
can provide valuable information,
assistance and guidelines for eval-

uation and action in preparing a
community for disaster. The firm
also furnishes a free-loan film

Before the emergency that won
the safety film of the year award
from the national committee on

films for safety. Single copies of
the booklet are free upon request.
Direct requests to the Public Re-
lations Dept. of Employers In-
surance, Wausau, Wis. 54401.

• Alexander International is a

booklet describing the profes-
sional service organization which
provides advisory, actuarial, bank-
ing, investment, and administra-
tive services in the international

employe benefit field. A copy may
be ordered by writing Alexander
& Alexander Inc., 225 Broadway
N. Y., N. Y. 10007.

• The Zurich Group ... ex-
perts in worldwide insurance is a
brochure aimed at boards and

managers of international com-
panies. The brochure describes
the services of the Zurich Group,
lists the addresses of head offices

in 26 countries, and gives a brief
history of the firm. Copies of the
booklet may be received, free of
charge, upon request by writing
the firm at 111 W. Jackson Blvd.,
Chicago, Ill. 60604.

Failed to pay
benefits

WHITE RIVER JUNCTION,
Vt.-State Line Trucking, owned
by Stewart Rouse, has been
charged by the U.S. Department
of Labor with underpaying em-
ployes hauling mail under a con-
tract the trucking company has
with the federal government.

State Line has two mail haul-

ing contracts totaling almost
$240,000.

A Labor Department spokes-
man said that State Line had

failed to pay employes an esti-
mated $1,914 in required fringe
benefits.

The spokesman added that the
back sum would be collected by
the government for distribution
to its employes and would deny
further government contracts for
three years. I
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Allaconda, 1
wewantyour

insurance btisiness.
1 RBJONES

.111 INSURANCE
 In New 'tbrk were Benedict & Benedict

Your Business is Different
When you are dealing with the vital areas
of loss control and risk protection, you
want to work with those who understand

your business. An international organiza-
tion with corporate clients in all kinds of
businesses, A&A has an intimate, working
knowledge of every basic industry.

The A&A people who service your account
will understand your industry and, before
they are through with your risk analysis,

they will understand those special situa-
tions inyour company which make it
"different."

This empathy and comprehension creates
the lasting and compatible customer rela-
tions we have enjoyed since the turn of
the century.

We guarantee to provide you with a team
of risk specialists in which you can have
enduring, complete confidence.

ALEXANDER & ALEXANDER
INCORPORATED

INSURANCE BROKERS

Consulting Actuaries Average Adjusters

Everywhere in The Free World

.
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following the Innds
Lack of adequate U.S. regulation
fosters scandals in fund operations

WASHINGTON-A 1though
many complain about the scope
and the direction of employe
benefit fund regulation, scandals
come to light from time to time
that serve notice of the vast op-
portunities for fraud supplied by
un-regulation. One Washington
lawyer, in fact, likens same to
"studying icebergs."

Funds with large sums of mon-
ey can put quite a burden upon
their beneficiaries and/or their

contributors when the money is
not appropriately put to work in
a program of yield-bearing in-

vestments. This is most easily

seen when the actuary's "rule of
thumb" is applied to a fund.

Each percentile of increased
yield can be translated into ei-
ther a 20 % reduction of costs or a

20 % improvement of the existing
benefit levels. Correspondingly, a
drop of 1 % in rhe perfrmance of
the money would cause the nec-

essary contributions to keep the
fund on its IRS-directed course

to jump by 20%.

ANOTHER alternate course in
the case of this loss of yield

would be to cut the benefits sup-
plied oy the fund by 20 %. But, of
course, this is not the more desir-
able alternative if the company
wishes to keep the fund's tax
exemption. Thus, it's left up to
the ccmpany to take the cost hike
on the chin.

More important than the ec-
centrizities of money manage-
ment performance, however,
(fearful as some of them have
apparently been in the last 12
months) are the myriad of new
and different places, times and
ways in which funds can be more

effectively managed. Usually,
these revelations are turned up
by a few enterprising fund offi-
cials looking for some hidden
form of creative mismanagement
with which to make their for-
tunes.

In 1965, the Labor-Manage-
ment Reporting and Disclosure
Act was amended to require sur-
ety companies writing "honesty"
and "faithful discharge of duty"
bonds for pension fund officials
( trustees are required to be
bonded by the disclosure act) to
file a profit and loss statement
annually with the federal *ov-
ernrnent.

Labor management service ad-
ministration officials admit that
the 300 companies reporting cur-

rently are not quite ail of those
that write such bonds for pension
funds. Still, their reports provide
some record of these "new man-

agement areas." There were only
six such frauds/losses reported in

2+ -rr*
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ASSURiNq YOUR hiq|t hopES
PEOPLE PROPERTY PRODUCTS PROFITS

The
Challenge

of
Change ...

Our business is assuring the high hopes
of people and business. It's a challenge
- because people change. Companies
change. So we change.
We accept the challenge which change
creates - today - tomorrow - next
week. We also welcome the opportuni-
ties that accompany it.

At Gulf we offer a complete range of
insurance services - "now" services
capitalizing on new talents, new pack-
ages, new systems... all geared to
assuring high hopes-both of PEOPLE
and their personal concern for Home,
Health, Happiness and Horizons-and
BUSINESS with its interest in People,
Pr:)perty, Products and Profits.
We'd like to talk to you about yours!

GULF GROUP COMPANIES
GLILF INSURANCE COMPANY

ATLANTIC INSURANCE COMPANY
SELECT INSURANCE COMPANY

GULF ATLANTIC LIFE INS. CO.
WESTERN SECUFITY LIFE INS. CO,

EXECUTIVE OFFICES ....0* 1771..ALLA.'TEXAS 42,4] 528·5201

1967 by bonding companies. In
1968 there were 65 of them.
However, it appears that more
companies reported to the gov-
ernment in the second year than
in the first.

TWO OF THE more recent

spectacular new fund manage-
ment opportunities to surface in
the recent months are those

pointed up by litigation involving
the United Mine Workers' wel-
fare and retirement fund of 1950

(and the union's fund manage-
ment program in general) as well
as the federal employes' health
plan fund of the National Assn.
of the Blue Cross-Blue Shield.

The United Mine Workers'

welfare and retirement fund was

negotiated in 1946 between the
bituminous coal industry and
UMW's John L. Lewis. Contribu-

tions by the coal mine employers
were then fixed at 40 cents per
ton and have not been changed
since, according to amendments
to the original agreement.

Said Joseph A. Yablonsky, son
of the murdered ex-candidate for

the international UMW presiden-
cy, "Pension pay-outs in the
UMW are the variable rather

than the pension costs, unlike the
case in other pension funds. If
the number of pension applicants
gets running too high in any one
year, the fund simply cuts back
on benefits."

Trustees for the plan include
one union member ( currently
W. A. Boyle, UMW president),
one "neutral trustee" (Josephine
Roach, reportedly an old friend
of Mr. Lewis, has always held
this position) and one trustee ac-
tually appointed by the coal mine
operators. The fund assets were
placed under the custodial care
of the National Bank of Wash-

ington, which also was expected
to help out with the investment
management.

APPARENTLY this relation-

ship was very friendly, at least
from the bank's part: The union
proceeded to invest its own reve-
nues heavily in the bank's shares,
as well as to give it a large piece
of the pension fund assets for a
low yield interest rate (some $50
million according to the latest
D-2 form available).

In addition, the pension fund
also gave the bank three pieces
of money at no cost. The comp-
troller general of the U.S. has
just completed an actuarial study
of the pension fund, which re-
ported that the fund had for sev-
eral years maintained a noninter-
est-bearinggeneralpurpose
checking account (current bal-
ance: $21.6 million), an adminis-
trative checking account (current
balance slightly more than $1
million) as well as a pension
fund pay-out checking account
containing more than $3.5 million
at no interest.

The current D-2 form describ-

ing the status of the UMW wel-
fare and retirement fund asks

the question whether any invest-
ments have been made with par-
ties in interest with the fund.
The fund trustees have answered
"no." Under the current court

precedents for the definition of
"parties in interest" the ban k's
interesting situation does not qual-
ify apparently.

Another interesting finding
was the U.S. comptroller's state-
ment that the last pension in-
crease was "improvidentially
granted." The last increase came

during the pre-election contest
between Mr. Yablonsky and Mr.

Boyle. The incumbent Mr. Boyle
raised the pension benefit some
30%, from $115 to $150 a month
for all UMW pensioners. Subse-

quently it was determined that
Mr. Boyle had garnered the votes

Continued on page 54



london line-alll
Container company says research
supports lower rates for some ships

LONDON-Demands for con-

tainer rates to be lowered by
marine underwriters were made

by a large British shipping firm
engaged in the Australia run.

The firm, Overseas Containers,
says arguments against lower
premiums are .based by the in-
surance market on the loss or
damage of containerized cargo
during transhipment in converted
vessels. But it claims this ap-
proach should not be allowed to
apply to the use of purpose-built
container ships.

Research on 12 months' experi-
ence on the U. K. Australia run

by Overseas Containers shows
that general cargo clairns are be-
tween 2.5% and 5% of what
could have been expected from
conventional shipments. The

company says this calls for a
general re-think on container in-
surance, especially when special-
ly designed cellular container
ships are used.

***

INDUSTRIAL accidents are
costing Britain more than $1.5
billion a year. Soinsurance corn-
panies are backing the corporate
safety campaign slogan: "A good
safety organization is a good fi-
nancial proposition." They advise
that 75 % of all accidents con,cern
a workman or female employe
who has been at work for three
months and acquired some skill
in the job. A skilled operator
with more than six months' ex-

perience is involved in 10% of
the accidents.

***

SURVEYORS for Lloyd's non-
marine . underwriters are urging
British business firms engaged in
plant expansion to adopt the slo-
gan: "Consult your insurance sur-
veyors, before you build."

Pointing out that fire losses
have soared from $250 million in
1968 to $300 million last year,
they are stressing the point: "To-
day there is a greater need than
ever before for liaison between
insurers and insureds. Much can

be done in the early stages of a
project if insurance surveyors
are called into consultation at the

drawingboard stage."
Lloyd's syndicates survey de-

partment makes 7,000 surveys
every year, and has been in
existence for 50 years. It usually
operates in Britain, but sends its
experts abroad at times. It takes
the view that with modern rapid
changes in industry, no risk
should be left for more than

three years without re-inspec-
tion.

*

INDEMNITY insurance for
architects, lawyers, and accounts
in London is facing premium
hikes because liability payments
are getting higher in many sec-
tions of their work. This is nota-
ble in the case of architects en-

gaged in modern building re-
quirements where "human errors"
could be costly. Underwriters lost
heavily on this class of business
last year.

*

STRONG -HOPES are now felt
that TOVALOP, the tanker own-
ers oil pollution voluntary agree-
ment set-up, will reach its target
of 80 % membership well ahead
of time. Registered tonnage with
TOVALOP now totals more than
60 million tons.

When it started operations in

October last year, with 50% of
the world tanker tonnage already
subscribers, the declared aim was
to obtain 80% membership by
October, 1971. But the two-year
plan has progressed so well that
already 71% of potential mem-
bers have joined, and there is
good reason to believe that there
will be the required 80% for its
established success by the' end of
this year.

T h e agreement, administered
by the International Tanker Own-
ers Pollution Federation, provides

CHUBB

for compensation to governments
up to $10 million per incident per
tanker for clean-up expenses in
the event of an incident involving
pollution.

The scheme was introduced

after the' big Torrey Canyon dis-
aster off Britain in 1967, and was
sponsored by British Petroleum,
Gulf Oil, Mobil Oil, Shell Inter-
national Petroleum, Standard Oil
of California, Esso Transport Co.,
and Texaco. Japanese ships were
slow in supporting the start of
the scheme, · but are apparently

changing their mind with world
pollution rules getting stricter all
the time.

Grounding of the tanker Arrow
off Newfoundland earlier this

year promises to be its first ma-
jor claim. The Canadian govern-
ment is expected to submit it for
settlement under the TOVALOP

plan in the near future.

***

P U B LI C DEBATE will take
place in London on Nov. 4 on
world plans to change air car-
riers' liability pay-outs, which
will be discussed by the Inter-
national Civil Aviation Organi-
zation in Montreal next Febru-

ary.

The discussion is being orga-
nized by the Royal Aeronautical
Society so that air travelers can
express their views on the pro-
posed rigorous changes. View-
points of air carriers and claim-
ants will be presented by lawyers
such as J. J. Kennelly and George

Isyour
personal
liability

coverage
stillinthe

gas light era?
I The large judgments of the past few years make

impressive headlines and dramatically spotlight

the inadequacy of most liability coverage. If a high

liability claim would wipe you out, you are d pros-
pect for our Personal Excess Policy.

This program provides broad catastrophe cover-

age of $1,000,000 or more in excess of regular

liability limits at prices so low that no one with

assets worth protecting can afford to be without

it. To keep pace with today's exposures requires

constant updating of coverage. Let us give you
further information.

CHUBB & SON INC. UNDERWRITERS
Subsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038

J' 1 1;11
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Lapham, of the U.S., and F. E.
Mostyn and Peter Martin,of
Britain.

The new proposals, if effec-
tive by ICAO decision, will im-
pose strict liability on the air
carrier up to $100,000 per passen-
ger, subject only to the defense
of contributory negligence, rising
by $2,500 each year. But it will
become impossible for claimants
to break these limits if the Mon-

treal conference amends existing
international law.

**:

INSURERS expect that the
Scandinavian Airlines (SAS)
system will get governmental
protection for its hijacking risks
if it cannot get insurance cover
in the normal market at reasona-
ble terms. This follows an an-

nouncement by Swedish Trans-
port Minister Bengt Norling that
the Swedish, Danish and Nor-
wegian governments are ready to
assume this responsibility. •

MANAGER Federal Insurance Company • Vigilant Insurance Company • Great Northern Insurance Company • The Sea Insurance
Company Limited • The London Assurance • Alliance Assurance Company Limited • Sun Insurance Office Limited • Affiliated
with Pacific Indemnity Group through the Chubb Corporation • Life, Personal Health, Group Insurance, Pension and Profit Sharing
Plans through The Colonial Life Insurance Company of America • Aviation Insurance through Associated Aviation Underwriters.

L
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Giles on the law

You could be liable for employe
accident if he gets travel expense

By JOHN W. GILES

Attorney at law

WASHINGTON-Do your em-
ployes receive "carfare" and

travel time to and from the job?
If they do, and they injure any-
one in the course of their travel,
you may be liable.

A Los Angeles policeman was
standing on the center divider of
a freeway inspecting a possible
road hazard when he was struck

by a car driven by the defend-
ant's employe on his way home
from a job site. The emplcye re-
ceived "carfare and travel time"

to and from the job.

The appellate court held that
the defendant employer was lia-
tle. The court said that the losses

caused by the torts of employes,
which as a practical matter are
certain to occur .n the conduct of

the employer's enterprise, are a
required cost of doing business.
Because the employer is engaged
in a business which will on the

basis of past experience involve
harm to others through employes'
torts he, rather than the innocent
injured plaintiff should bear the
losses. It is the employer who is
better able to absorb them and to

distribute them through prices,
rates, or liability insurance, to

the public. Liability of the em-
ployer may not be avoided by
relying on "the going and coming
rule." Under this rule, an em-
ploye going to and from work is
usually considered outside the
scope of his employment. Here
the employer and employe have
made the travel time part of the
working day by their contract,
and as long as the employe is

using the time for the purpose of
resurning home, the doctrine of
respondent superior is applicable.

(Cal. Sup. Ct.-Hinman v. West-
inghouse Electric Co-7/30/70.)

***

IF YOU OWN race horses and

employ a freelance jockey, is he
your €mploye for the purposes of
workmen's compensation?

The owner arranged to have
his horses trained and handled

by the trainer for a certain fee
plus a percentage of :he win-

nings. Once the horse was turned
over to the trainer he had com-

plete ::ontrol of it. Although the
owner had the right to counter-
mand the trainer's decisions and

to make judgments affecting the
horse and selection of the jockey,
he never did so. When the serv-

ices cf a jockey were required,
the trainer would hire a free-

lance jockey. The Monmouth Race

Track does not directly employ
any jockeys, but does maintain
owners' trust accounts to pay

jockeys on behalf of the owner.

It re:ains the right to exclude
certain jockeys from the track.

The jockey was killed and the
widow seeks a determination that

THE BUSINESS
losses. We're talking

We're talking about the
risk of business-shattering
lawsuits and catastrophic

RISK
Companies such as RCA and Chrysler and Nabisco and Seagram

aboutthe kind of liabilitythat stretches above and beyond the limits
of your primary insurance. We're talking aboutThe Home policy
that one out of four of America's top companies hold.

THAT'S TOO BIO and it's anothergood reason why we're callec
and more. The policy is called Commercial Excess Liability

TO TAKE Or phone your Home agent-he's listed in the Yellow Pages.
The Home of Insurance. Get full details from your broker. a*

THE

HOME
INSURANCE
COIVIPANY
59 Maiden Lane, New York, N.Y. 10008

Affiliates· The Hcme indemnity Company
Federal Life and Casualty Company
Peoples-Horn€ Life Insurance Companyof Indiana

her husband was simultaneously
the employe of the owner, his
trainer, and the race track, each
of which carries workmen's com-

pensation insurance.

The court said that the owner,
if he had chosen to do so, could
have exercised control over the

jockey's ride; he had the right to
hire and fire the jockey; and the
jockey looked to him for pay-
ment through his owner's trust
account. The right to exercise
control and to hire and discharge
is determinative, not the actual
exercise of the rights. All the

trainer's activities in connection

with the jockey were solely as
agent for the owner. Hence the

widow is entitled to the compen-
sation. (N. J. Super. Ct-Mon-
mouth City-Biger v. Erwin-

1/23/70.)
***

IF YOU ARE a seller of an

automobile and you fail to com-

ply with the state statute relating
to signing over of document of
title by you, do you remain the

owner of the vehicle for purposes
of liability arising out of an acci-
dent involving the vehicle at the
time it was driven by an employe
of the purchaser? Does the omni-

bus clause of your policy or any
other clause in your policy pro-
vide coverage?

The Arizona court says "No."

In the case the car was sold, the
price paid, possession was deliv-
ered to the buyer, but the for-
malities of transferring title were
not completed. An employe of
the buyer picked up the car and
while it was being driven by the
employe he collided with a car in
which the plaintiffs were driver
and passenger, respectively. The
plaintiffs obtained a $50,000
judgment and sought to recover
it from the insurers of the seller.

The court pointed out, in denying

the liability of the insurance
company of the seller, that under
Arizona law, ownership for all
purposes passed to the buyer on
the subsequent delivery of the
car to the buyer. From that mo-
ment on, the seller was not the
owner of the car and it had no

interest therein. It had no domin-

ion over the car in any respect,
nor any control over who was
driving it, or where. It was not
being driven with either the ex-
press or implied authority of the
seller, because with the transfer
of ownership all authority over
the vehicle and its operation
ceased and the seller had no fur-

ther rights in it. The insurance
coverage given to the seller was
predicated upon just such domin-
ion, authority and rights with
their concomitant obligations.
The court refused to follow the

California case of Harbor Inst£T-

ance Co. v. Paulson (286 Pac. 2nd

870), which is contrary to the
law in most states. (Wallace v.
Employers Casualty Co.-418
Fed. 2nd 1323.) •

Anti-fraud

unit formed
CHICAGO-An investigative

agency to cornbat frauds against

auto and general liability insur-
ers has been formed by 11 insur-
ance companies.

The new facility, called the
Casualty Insurance Fraud Assn.,
is headed by Donald B. Barker,
vp of Lumbermens Mutual Cas-
ualty Co.

"We hope that this agency will
enable us to punish those who
accomplish frauds against insur-
ers, particularly auto insurers,"
Mr. Barker told Business Insur-

ance. "And we hope that the pub-

licity it generates will act as a
deterrent to those who may con-
template defrauding insurers." •



Nichols says it's shape up or ship
out for the life insurance industry

CHICAGO-A warning to the
insurance industry on what it has

to do to survive the challenge of
Naderism was delivered here at

the Continental Assurance Co.

life insurance conference.

"Naderism is a general dissat-
isfaction with the economy and
the it can't be done' theory,"
said Archie J. Nichols, professor
of economics and insurance at

Butler University, "and people
are tired of goods and services
that don't work." People today,
he continued, are concerned

about business and politics not
responding to the needs of the
public.

Shipping bill
proposed for
all Canada

HALIFAX, Nova Scotia-A bill
to control shipping in Canadian

waters south of the 60th parallel
should complement the Arctic
waters pollution legislation passed
during the last session of Parlia-

ment, R. R. MacGillivray, director
of the transport department's ma-
rine regulations branch, said.

The Arctic legislation provides
for safety standards in construe-

tion of ships and makes provision
for liability for damage. Mr. Mac-
Gillivray hinted that legislation,
to be introduced in the Commons

during the next session, will ex-
tend many of these requirements
to the rest of Canada.

Canada should consider what

South Africa has done in requir-
ing tankers to stay outside a 12-
mile limit, he told the Heritage
Tomorrow Conference of the Assn.

of the Scientific, Engineering and
Technological Cornrnunity of Ca-
nada.

THE GROUNDING of the tank-

er Arrow in Nova Scotia's Cheda-

bucto Bay last February and the
subsequent oil pollution of the bay
indicated the need for stringent

regulations, he said. "The Arrow
came up fully to recognized legal
standards internationally," Mr.
MacGillivray said. "It was
equipped as well as the law re-
quired at present, but it seems
clear to us that it was not well

enough equipped, not well enough
manned and the people weren't
competent enough-it was a real
old clunker."

This emphasizes the need for
additional requirements for the
ship itself, the people operating it
and for recovery of damages, he
said. "The Arrow was owned by
a Panamanian corporation, regis-
tered in Liberia and its owners

had no assets in Canada against
which one can proceed."

The Arctic bill requires ships
to provide the government with
proof of financial responsibility
before they enter Canadian wa-
ters. .

A&A shifts executives
Alexander & Alexander Inc.

has made top level management
changes in two of its offices.

George B. Clark, who has been in
charge of the Dallas office of
Alexander & Alexander of Texas

Inc., has been moved to New

York to take charge of that of-
fice. In another change, T. Dixon
Holladay Jr., an assistant vp in
Alexander & Alexander's Atlanta

office, has been named a vp and
put.in charge of the broker's

Pittsburgh office.

If the life insurance industry
isn't careful, Mr. Nichols said,
bank holding companies are

going to set it back several dec-
ades. Banks feel that people are
entitled to the same expert fi-
nancial service and counsel that

they now give to the average

corporation. "Why?" Mr. Nichols

asked. "Because it is becoming

harder and harder for the aver-

age American to deal with the
maze of both legislative and reg-
ulatory fine print on matters

concerning taxation, investment,
insurance, saving and all the
other problems of financial life."

THE LIFE insurance industry

must decide, he said, if it wants
to remain as it is and face a

declining market or move ahead
into the field of financial man-

agement. "The industry must
stand ready to use its resources

for the present needs of its cus-
tomers and not merely sit back

and pay funds whenever fortui-
tous occurrences require pay-
ment."

Mr. Nichols favors the concept
of the one-stop financial center
where consumers could establish

a continous relationship. All fi-
nancial and insurance services

should be available, he said, along
with assistance in areas of travel,
education and leisure. He rec-

ommends that a financial pref-
erential indicator be worked out

through computer programming
to meet the financial objective of

each individual through use of the
multiple tools and techniques
available in the market place.

-The tax-sheltered protective
cover should be expanded to in-

clude all forms of .long-term fi-
nancial planning for lower and
medium income families," he
noted, saying that this should ease
the burden of separating insur-
ance and investment from insur-
ance policies. The emphasis should
be upon early accumulation of
funds through compounding of
savings in the investment stream

and after a 20- to 30-year period
the investment fund should be

available to fund current higher
level standards of living.

At this time, he said, the de-
mand of life insurance per se

should decrease, level off, or
even disappear from the finan-

cial portfolio of many families in
the later years of life. "Savings
should be made to accumulate

funds to be used in the middle of

life and to be passed on to the

Your plant wil
neverhavea

younger members."

"THIS IS diametrically op-
posed," the professor said, "to the
insurance idea, which is accumu-
lation for accumulation's sake."

Mr. Nichols also warned the

life insurance industry to watch
its investment practices. Concern
with ecology is here to stay. he
said, "and if you are investing in
areas involved in pollution, peo-
ple won't buy your stock."

In an aside on the property-
liability industry he predicted
the demise of the personal lines
market upon the increased use of

leasing arrangements by today's
society. "A person will lease a
car and the cost of his insurance

will be part of the lease cost."
The industry will then find

that it is dealing with large cor-
porations and experienced risk

managers, he said, and services
Will have to be much rnore

prompt and thorough than they
are now.

better loss prevention
inspection ...
thafs pre-engineered
protection

Write for the Protection Mutual

booklet, " Property Conservation."
It can be very profitable read-
ing for gou and your company.

6 td G , e e A FULL SERVICE CORPORATE INSURANCE PROGRAM

=*1. PROTECTION MUTUAL
*xy y Insurance Company

O'ECl\ EXECUTIVE PLAZA • PARK RIDGE, ILLINOIS 60068 • (312) 825-4474

FM A Factory Mutual Company
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International investment insurance

chances are believed to be very good
WASHINGTON-The World

Bank is now in the process of

negotiating a plan for an interna-
tional program of insurance that
would guarantee the investments
of private industry in underde-
veloped countries.

If the plan is successfully ne-
gotiated, and hopes are high shat

everything will go well, it will be
submitted to nations as : treaty.
If it is then ratified, the Inter-
national Investment Insurance

Agency will probably open for
business some time next year, aD-
cording to a source at the Treas-
ury Department.

The plan is not a new one. The
idea has been floating around for
at least five years, but has not
received a great deal of support

until recently. At a meeting of
the World Bank in Ccpenhagen
last monfh, Secretary of the
Treasury David Kennedy said,
"We urge early agreement to
proceed with the International
Inve:tmen: Insurance Agency
and I hope that it will have sup-
port from both investing coun-
tries and developing countries."
President Nixon also called for

its formation in his message to

Congress cn foreign aid.
Probably the foremost obstacle

the plan will have to overcome is
the reluctEnce of lesser developed
nations :o participate in sharing
the risk. As the plan is to be set
up, both : nvesting and develop-
ing countries will be required to
supply working capital in the

fcrmation s.ages of the agency.

Premium payments reserves will
be used to settle most claims but

if any claim exceeds those mon-
eys, nations will be called upon
tc fulfill the financial obligations
entailed by the claim.

SOME OF THE poorer nations
are resisting this point because it
would mean, fo.- instance, that

Burma would have to pay part of
the settlement if Guatemala

seized an American fishing fleet
and did not adequately compen-
sate the company.

"It is mainly : matter of con-
v.ncing the lesser developed na-
tions," Michael Bradfield, assist-
ant general counsel to the Treas-
ury Department told Business In-

Straight talk from men who knoN the At:an:ic Companies:

Atlantic is
a wonderful partner"
"1've represented Atlantic for 19 years. They will
always take or make time to work w th you. They
seek ways of doing a joo, rather than trying to prove
it can't be done."

Atlantic sat all times p-epared to work shoulder
to shoulder with its agents to at.ain the best possible
business -esults.

' Their field men are sales-mindel keen tech-
nicians."

Atlaitic does everythirg p)ssible to encourage
its field men to use their initiative, to share their
knowledge and to keep a two-way exchange of ideas
moving for better business res.Jlts.

' During my years i-, Atlantic's National & Re-
gional Agensy Councils I gaired a much broader
view of the operation of the insurance business. 1

surance, "that if they are going
to share in the profits, they must
share in the risks. They must be
convinced that their share will be

relasively small and that there is
little chance of loss."

The insurance would provide
coverage against inconvertability
of earnings, expropriation and
war or revolution. Because the

agency is still in the development
s:ages, many of the actual insur-
ance aspects have not yet been
settled but the agency would
have the authority to grant 100%
reimbursement. Such things as
limits to policies and premium
rates have not yet been worked
Cut.

To be eligible to receive the
insurance, a company must be
sponsored by its government,
which, in turn, must be a mem-
ber of the World Bank. "In other

words," Mr. Bradfield said, "the
company must ask its govern-
ment for help in getting the in-
surance coverage needed. This

Mr. Morgar B. Soeir Jr.,
Presi jent, Speir & Company Inc., Charlotte, N.C.

was constantly impressed with the constructive, co-
opera:ive attitude of Atlantic's top management."

A.lantic's Regional and Natioral Agents Advisory
Council increases mutual understanding between
agents and company. Suggestiois are welcomed,
and tie record is that 8 out of 1C of agents' recom-
mendations have been put into effec:.

"Atlantic gives you its whole attention when you
come in with a problem or a program. Their aim is
tc try to write the business."

This positive outlook is one of the reasons for
Atlantic's 128 years of consistent progress. Atlantic's
solid growth record was enhanced last year by new
h ghs in written prem ums and assets.

Atlantic's de-ern-ination to continue this pro-
g-essive record could open up a new vista for you.
If what we cffer appea s to you, write to Morgan B.
Speir, Jr., 130 East Fourth Street Charlotte, N.C. or

Mr. Harold A. Eckmanr, Presideit, The Atlantic

Cxnpanies, 45 Wall Street, New York, N. Y. 10005.

The Atlantic Companies
TLANTIC MUTUAL INSURANCE COMPANY

CEATENNIAL INSURANCE COMPANY

Multiple: Line Co-npanies Writing
Marine, Fire and Casualty Insurance

insurance, by the way, should be
relatively easy for American
firms to purchase."

MANY OF THE more indus-

trial nations, including the U. S.,
already have similar insurance
programs of their own to aid in
the promotion of investments in
lesser developed countries. This
plan, according to one source,
would be preferable not only be-
cause it would reduce the chance

of loss to the U. S. treasury in the
event of a claim but because it

would create a better political
atmosphere.

The International Investment

Insurance Agency, assuming it is
accepted, will be a multi-national
program with the World Bank as
a sort of middleman. A situation

like that "reduces the possibility
of ab i-n ational confrontation
brought about by an insurance

claim," Mr. Bradfield pointed
out.

Though the basic aim of the
plan is to foster greater interest
in overseas investing, Mr. Brad-
field said that he did not foresee

a great surge of investing. "The
importance of this plan is that it
will improve the climate for
overseas private investment be-
cause it is multi-national," he
said. ,

City accepts
$150,000
settlement

SAN FRANCISCO-The board

of supervisors here this week
unanimously agreed to accept
$150,000 from the Aetna Casualty
& Surety Co. in settlement of a
$950,000 city law suit against for-
mer Assessor Russell L. Wolden.

After the former assessor had

been convicted of taking bribes,
as part of a widespread assess-
ment scandal, the city and county
of San Francisco sued him and

the insurance company which had
bonded him.

Deputy City Attorney George
Baglin told the board the maxi-
mum recovery the city could ex-
pect "from even the most success-
ful trial of the case" against Mr.
Wolden and Aetna would have

been $250,000 or his $50,000 a
year bond for the five years before
the suit was filed.

The statute of limitations would
have prevented recovery for any
of the prior years.

The city already has recovered
some $7 million in unpaid back
taxes from business firms which
benefitted from Mr. Wolden's ac-
tions and another $3 million in
back taxes still is in litigation.

From these recoveries the city
has had to pay $1.5 million of at-
torney fees and $385,000 in ac-
countant fees. •

Indian Day viewed
as paid holiday

IRVING, N. Y.-Indian
Day, Sept. 19, has been nego-
tiated as a paid holiday by
the furniture workers of the

First Seneca Corp. here. The
contract raises the number of

paid holidays from 8 to 11.
The agreement also pro-

vides coverage in the union's
pension program for the first
time. Workers previously had
been covered by the union's
insurance fund. Both plans
are employer financed. ·

Wages have been raised a
total of 40 cents an hour in

less than a year with a nego-
tiated cost-of-living clause
and additional increases.

The company is located on
the First Seneca Indiana res-

ervation and the majority of
workers are Seneca Indians.



F/ood cover
for southern
coast areas

NEW YORK-For the first

time, flood insurance will be
available to home owners and
businessmen in coastal areas of

Texas, Tennessee and Louisiana.
The insurance is offered in ac-
cordance with the National Flood
Insurance Act amendment of

1969 by 81 private agents and
brokers in the National Flood In-
surers Assn.

The act stipulates that com-
munities must restrict the de-

velopment of flood-prone areas
and must also allow the U.S. De-

partment of Housing and Urban
Development to inspect areas and
determine rates.

Under the new program, subsi-
dized rates for small businesses

are limited to $30,000 per build-
ing and to $5,000 per occupant
for building contents. $17,500 is
the limit per one-family dwell-
ing, with a maximum of $30,000
on two, three or four-family
dwellings. Insurance on contents
is limited to $5,000 per dwelling.
People may also cover contents
separately.

Insurance is available through
local brokers. In Florida the

Travelers Indemnity Co. will
service Safety Harber, Okaloosa
County, Santa Rosa County, Pun-
ta Gorda and Venice. Aetna Life

& Casualty will service Grand
Isle, Louisiana, and the Home In-
surance Co. will serve LaPorte,
Nederland and Taylor Lake in
Texas.

To encourage purchase of the

insurance, the insurance act also
specified that anyone eligible
who does not obtain floor cover-

age, will not receive federal re-
lief in case of a disaster. •

New group
.1 5 ,

eligible Tor

state benefit
ALBANY, N. Y.-January of

1971 will see more than 400,000
employes of non-profit organiza-
tions become eligible for New

York's unemployment insurance
program, according to Gov. Rock-
efeller.

The newly covered workers will
bring the total of employes cov-
ered by the state program to near-
ly six million. The new group is
the largest brought into the pro-
gram in its history.

The state legislature passed the
law to extend coverage to such
employes in 1965 but the program
could not go into effect until Fed-
eral approval was granted. The
Federal law was passed in July
and will require all states to cover
non-profit organization employes
beginning in 1972. Gov. Rockefel-
ler pointed out that New York
could start its own program a year
early but approval for the early
start must be given by the U.S.
secretary of labor.

The workers to be covered are

employed by non-profit organiza-
tions operated for charitable, liter-
ary, religious, scientific or educa-
tional purposes exclusively. They
must have quarterly payrolls
reaching at least $1,000.

Clergymen, sextons, dentists.
physicians, teachers, professional
level scientific researchers and

professional personnel, other than
teachers, in educational institu-
tions will be excluded from the

program. Of these, all except sex-
tons and clergymen will be cov-
ered no later than Jan. 1, 1972. •

111

"This year, we'll place $3 billion worth of
aviation insurance." Pres Bush says,"When I was a kid,
the Fokker tri-motor was big stuff. Today, we've got
the 747s. Quite a difference. Aviation insurance is different
now, too. Much more complex. Today you need a specialist:'

Pres Bush is head of the Aviation Department of Johnson & Higgins.
Pres and his men have to be versed in aviation management problems.
And equally skilled at negotiating with the syndicates and companies
which write aviation insurance.

Pres says,"In aviation, the price of all money is crucial. Ourjob is
to keep the price of insurance dollars down. And the supply steady."

What's true in aviation 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 aviation industry's insurance broker

«I busted my first
rubber band airplane

when I was seven:'

3/:44
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RISING PURCHASES OF SURETY BONDS

opinions 1945-1969 letters
1945 

(Thts column w a readers foi-

Risk managers' role 1950
um Letters are welcome Address
Letters to the Editor, Business In-

surance, 740 Rush St., Chicago, m

T HAT THE ROLE of the risk manager is broadening is not a 60611 )
particularly new observation, of course, but the pace at which 1955

things are happening for this unique corporate executive offers a real 1
challenge to those who are up to it

1960
A man for all problems

This fact has been brought home several times in recent months To the Editor It was with

Capacity problems face the drug industry, for example Markets have 1 gieat interest that I read youl
shrunk for those m the 011 industry Excedrin headaches galore have 1965
plagued those who have had to find the multi-million dollar limits

lead article by Richard Blork-
lund on Phil Wilson and his asso-

necessitated by the Jumbo jet 1 ciates published in the Septem-

But, apparently, problems are being solved The drug industry, or 1969
at least many of the larger firms, have formed a study group that will

ber 28th issue of Business Ingur-

1
ance

raise some questions and, hopefully, answer a few The oil Industry lS 0 100 200 300 400
Mr Wilson was introduced to

looking at a captive or pool.ng arrangement as a solution The MILLIONS OF DOLLARS IN PREMIUMS
Schiff Terhune Inc in 1969 as

aviation industry has apparently found some relief from the federal the "man who could solve the

government and more capacity in the conventional markets than the underwriting problems for the
industry thought possible a year ago Purchases of surety bonds since 1945 have increased nearly fourfold houseboat industry, and at dis-

In all of this, however, it behooves risk managers never to lose Bond premiums covered in the graph include contract, license and permit, counted rates " Since we l epre-
sight of one important fact The solutions that have been found to court and fiduciary A growing necessity for fiduciary bonds has been a sent the largest manufacturers of
date, or those that are being sought right now, are solutions to malor factor in the rising premium income shown The requirement for pleasure craft, in addition to
yesterday's problems What about tomorrow's, court bonds during tils same time span hcs been minimized in a number other smaller boat companies, we

In Business Insurance's last issue, the head of a special facility of lurisdictions, such as Illinois welcomed such an introduction

market was quoted as having said something to the effect that there Source Insurance Information Institute Within weeks, investigation bv
may be no private Insurance for huge risks by the year 2000 unless also alluded to by Mr Hewitt, though not in positive terms from the

our chief financial officer and

the insurance Industry learns to live with the congested value standpoint of the risk manager9
our executive staff, disclosed

problem. In noting that, Graves D Hewitt, president of Cameron & At the present time, of course, standby loan charges ( one-half of
many discrepancies in Mr Wil-

Colby Co., Boston, said that an American Lloyd's might be one 1 % ) are not terribly attractive for such purposes However, who is to
son's proposals Questionable fi-

answer Another possible answer Mr Hewitt alluded to was that more say that they might not be sO in the future
nancial stability coupled with

and more Insurance in the future might have to be thought of in To some the idea may sound far out And perhaps lt lS At least,
these discrepancies, caused us to

terms of financing
that is, as far out as the year 2000

decide on an alternative licensed

This latter idea intl'igues us And, although they may not be aware market which has been, fortu-
of it this very minute, the concept is apparently finding its way into nately, quite satisfactory
the subconscious of some corporations Super It does amaze me, however,

One of the more sophisticated risk managers occupying an office in that other leading brokers, in
a New York-based corporation remarked the other day that in talking their desire for markets, could so

to position of assistant treasurer he was becoming more and more
to at least two former risk managers who have recently been elevated

T
HE BUSINESS INSURANCE feature that has proved most popu- easily be led astray Unless bro-
lar with readers over the past three years is probably Info for kerage firms are prepared to be

aware of the fact that insurance and cash flow go hand in hand Buyers, a column that every other Monday carries a fresh supply of
more selective in their choice of

"We're getting to the point where we're trading dollars with items of interest to those responsible for risk management, employe
insurers for their clients, this

insurance companies Deductibles are getting larger all the time might well be a call for the van-
benefits and financial servicesThey're not deductibles, really They are retentions Moreover," he ous state insurance depaltments,

added, "you can be in one heck of a fix if you have a few losses back Insurance carriers, brokers, service organizations and others who if not the federal government, to
to back It can really hurt your company's cash flow " have listed items in Info report to us that the response to their listings step more forcefully into the plc-

For this reason, though not for this alone, it is more and more 15 tremendous. Some who have offerec items have had to suspend ture
important that insurance management be brought into the financial listings for a time until they were able to print additional copies for Andrew H. Marks

area "If the in:u' ance manager is not actually in the financial Bustness Insurance readers Vice President, Schiff Terhune
department," he said, "he had better work damn close to it " This response to Info for Buyers lS gratifying because we believed Inc, New York, N Y

If the insurance industry cannot provide the capacity needed by the from the inception of this magazine that the Info feature would be an
year 2000 then now is the time to begin thinking about other
alternatives, and bounce them off a few skulls important meeting place for inventive sellers and sophisticated buyers, Now, only the memory

Perhaps, for example-though the insurance industry will certainly
a place where worthwhile items could be offered and found for the

To the Editor This letter is to
cringe at the thought-there is room for the banking industry to take improvement of corporate management

up some of the slack On Jan 4 we will publish our annual Info for Buyers special give you details on a subject that
may be of interest to your

Has the concept of self-insuring some risks and arranging a standby section, a giant offering of published and soon-to-be-published mate- teaders The famous Wausau rail-
loan with a bank or gi oup of banks been thoroughly explored, an idea rial on all aspects of property-liability insurance, employe benefits, road station, pictured on oui let-

financial services and the management of pension and profit-shai ing terhead and advertising, like

business insurance
funds many others across the nation, iq

Material for the section should be subnutted by Dee 1 to Richard C , about to be placed in mothhalls
BJorklund, editor, Business Insurance, 740 N Rush St, Chicago, Ill On Oct 7, 1970, it handled pas-

for buyers of emplove, property and liability protection, 60611 sengers for the final time As a

pension investments, financial services· Bustness InsuranDe, in part through Info for Buyers, has become the logo, however-it will live on-
G D CRAIN, JR. Chairman S R BERNSTEIN, President central marketplace for those who buy and sell insurance and services
ALFRED MALECKI. Publisher RANCE CRAIN, Editonal Director

hopefully forevel

related to corporate management and employe administration The
The logo was used fit st in Jan-

RICHARD C BJORKLUND. Editor STEPHEN D GILKENSON. Eastern Editor uary of 1954 when the "W.1 11•,.%11
Assoclates New York-GEORGE R LANGWORTH, PATRICK A THOMAS Chicago

Jan 4 Info for Biyers issue Will be the largest offering to date of
-TERESA NORTON Washington-STANLEY E COHEN San Francisco--KENNETH worthwhile information for buyers
R MACDONALD Hartford-ALLEN M WLDEM Minneapolts-ROBIN MENZ
SUHRBIER Ed,tonal Asmstant Chicago-MICHELE MADDOCK Correspondents 171
all przncipal cities JOE FARACI, Art Director

Contnbuting Editors DONALD BERRY, vice president, C B Ldly Inc, East Or- Three candles
ange. N J JOHN W GILES, attorney-at-law. *Washington, D C. CHARLES LEVIN-
SON. insurance manager. Port of New York Authority ELLIOT BEIER, manager rr, HIS WEEK MARKS the third anniversary of the launching of 
of pension and proht-sharing services, Nuveen Con) , New York J E BENOIT.J E Benoit & Assoc., St Leonard, Quebec CARL J. VOGT, supervisor of work- '1'Business Insurance into the field of Insurance periodicals that 
men's compensation, General Tire & Rubber Co, Akron. HOWARD L PECK,Dartner, Hewitt Amociates, Libertyville Ill. BION H FRANCIS. manager of many consider to be overcrowded Some skeptics asked, "Who needs
benefits planning, Colt Industries. New York J P OLSEN, assistant counsel,
Ingersoll-Rand Co New York NED MILLER, partner, Romm, Miller & Lazarus,

another insurance publication*'"
Story" advertising campaign was

New York. JAMES J ANDERSON. insurance manager. Squibb Beech-Nut Inc., Now, three years and 78 issues later, we can answer that those who
New York HAROLD A CLARK. manager-planning, employe benefits,

launched Even that was sort of

Rand Corp, New York JOSEPH GUILO. vice president of insurance. r;7 needed another insurance publication were the 85,000 corporate ejec- an accident Our con;pany had
Overmyer Co, New York PAUL C JOHNSON. Insurance manager. Sea-Land utives, risk managers, employe benefits administrations, buyers of intended to use a handsome oldService Inc, Elizabeth N J M REX PEARSON, insurance manager, Signal Cos,
Los Angeles. ROBERT ABRAHAMSON, Insurance manager. Control Data Corp, financial services and insurance executives who read this magazine city hall in downtown Wausau as
Minneapolls, WILLIAM J JONES III assistant to the treasurer, overseas chemical
division, W R Grace & Co. New York every other Monday Others who needed another insurance publication a symbol that would capture the

were the hundreds of advertisers who have found it to be the right essence of small-town America
Advertising

Distriet managers New York-CHARLES A HORVATH. THOMAS J O'MARA way to reach sophisticated buyers of insurance and related services Before we could turn an artist

Chicago-ROBERT L NIESSE The past three years have not been easy, particularly because we loose, however, wreckers had torn
Los Angeles-DENNIS KOCH

Southern representative-WILLIAM B CARR, took a fresh approach, an approach that demands that we report news it down to make way for glisten-
2500 N E 48 Lane, Fort Lauderdale Fla 33308 independently and objectively

ing shops Casting about for in-
Assistants BERNICE STELTER, RITA D SIEGAL splration, Everett McNear, the

But the nurturg.g of Business Insurance has not been so difficult
Published by Crain Communications Inc, Chicago. pubhsher of Advertising Age,

artist, did a rendering of the de-
because of the sturdy encouragement we have had from those ln the

Industrial Marketing. Advertising & Sales Promotion, Marketing Insights pot And, lt stucki Actually, he
M A HARTENFELD, executive vlce-pres:dent, RANCE CRAIN. KEITH CRAIN. risk management and personnel administration professions Most of used two depots The Wausau
J J GRAHAM, J V O'GARA, S E COHEN, D J CLEARY, JR, LOUIS F
DEMARCO. ALFRED MALECKI, WILLIAM STRONG, vice-presidents G R our sources have been cooperative, even though sonne had never skyllne is as seen from the North-
CRAIN, secretary and treasurer J H TERRY, assistant secretary and assistant before been interkiewed by newsmen And many in the insurance western depot, which closed some
treasuTel Cable address CRAINCOM

buying fraternity have come forward with worthwhile suggestions ten years ago and became Billy
Published at 740 Rush St.. Chicago 60611 (337-5200) Offices at 630 Third Ave., New about the editorial content of this magazine Moy's Chinese Restaurant The
York 10017 (YU 6-5050), National Press Bldg Washingron D C 20004 ( RE 7-7659).
1018 Fisher Bldg. Detroit 48202 (TR 2-7211) , 6404 Wilshire Blvd, Los Angeles As we enter our fourth year of publication, the editors of Business

actual depot building, though, is
90048 (OLive 1-3710), San Francisco (GR 4-8532), Fort Lauderdale (771-8242) Insurance are keenly aware of their responsibilities to buyers of

the Milwaukee Road facility,
45 cents a copy. $10 a year m US, Canada and Pan America Elsewhere $4 a year
extra WILLIAM STRONG, circulation director ROGER DIGREGORIO, subscrip- Insurance and, significantly, to the entire Insurance community,

which will close this week

tion manager Four weeks' notice required for change of address. Address all sub- It is with a distinct pang of
scription correspondence to subscription rnanager. Busmess Insurance. 740 Rush which increasingly relies upon us for vital information and coverage regret that we witness its passing
Street, Chicago, Illinois 60611 of news We are proud to light three candles and we look forward to This little old depot has done

lighting many more, symbolically and editorially, for the benefit of very well by Employers Insur-
|STSS| Member of Business Publications Audit of Circulation ABP

*.„., insurance buyers and the insurance industry that serves them Contmued on page 18
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Insurance is eli.
Consolidated knows how you feel. We think in-
surance is hell, too. And there isn't very much
we can say in an ad to make it any easier.

Mind-boggling questions like "Do I have the
right kind? The wrong kind? Enough? Toomuch?
Too little? Says who?" are going to be mind-
bogglers no matter what we say.

But this much we can offer here in the way
of reassurance:

We're the kind of insurance company who
recognizes the fact that you and your business
are unlikeanyother businessman and business
in the world.

Which makes us one of the few insurance

companies willing to stick up its nose at pre-
fabricated insurance plans.

Because we customize your policy for your

business-and your business alone-you, your
agent and our underwriters know that you're
adequately covered. And, what's more, that you
can afford to pay for it.

How can we ·go to these lengths without
charging you an arm and a leg? Simple.

We don't throw away your premiums on
fraudulent claims and jacked-up losses.

And we work harder than hell to prevent
claims and losses.

Which is why insurance can be hell for an
insurance company like us that works hard at
doing it right.

But you know, after more than 40 years in
the business, we just don't know how to do any-
thing else.

Ask your agent and broker how we're doing.

6
Consolidated Insurance Companies

345 Adams Street, Brooklyn, New York 11201
When you need a company. Not just a policy.
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letters
Continzied from page 16
ance of Wausau. We intend to see

that its memory, and the memory
of other little old depots around
the country, is a lively one.

Roger Drayna

Public Relations Specialist, Em-
ployers Insurance of Wausau,
Wausau, Wis.

The Vast word?'

To the Editor: In your Sept. 14,
1970, issue there is a letter frorn
Alvin J. Sims of Boston, Mass.

taking issue with E. V. Ander-
son's recent article on insurance

vs. self-insurance ( Business In-
surance, July 20, 1970) of an em-
ployer's workmen's compensation
obligations, which, in itself, was a
reply to an earlier article by

David Warren of a California

consulting firm. I don't suppose
anyone will ever have the "last
word" on this subject (and per-
haps no one should) but as a
mathematician whose daily work
involves the pricing of compensa-
tion insurance purchased from
professional underwriters, I feel
impelled to write you.

Without the full contract and

the details on the particular firm

making the choice between a ret-
rospective rating plan and :'claim
service with excess aggregate in-
surance," no final decision can be
made on relative risks, benefits
and costs. However, I think your
readers will be interested in how

a 25 % basic premium figure may
be derived and some of the de-

fects in each choice.

For a $100,000 risk, the calcu-
lated value under interstate retro

plans for basic expense is 14.2 %
leaving 85.8% for converted

losses (100% - 14.2%). Dividing
this by the typical loss conversion

factor ( 1.145), we find 85.8/1.14
= 74.93 % as a thecretical ratio of

direct loss to total premium. In
effec:, then some self-insurance
plans that cite a 25% expense and
loss handling charge are collect-
ing the total of "loss conversion
dollars"-even if the firm has

lower than expected losses!
They are also pnviding a lim-

ited (albeit substantial) excess

policy while the standard work-
men's compensation policy gives
unlimited protection for all obli-
gations under the compensation
act. The caliber of claims han-

dling, the protection of a limit per
occurrence, and the lower catas-

trophe loading charge inherent
in manual rates are other factors

that need to be considered.

Obviously, a retro plan with
the maximum premium equal to
standard premium will have a
minimum premium percentage
greater than 25%. Thus, the self-.
insured can obtain lower costs if

he can "beat" the retro minimum.

The almost totally unwarranted
presumption is thar he will do so.

The presumption should be the
reverse, i.e., that he will not be
able to better the retro minimum.

Since the standard premium for
any risk should reflect the in-

sured's own experience modifica-
tion, the retrospective minimum
then is selected low enough to
provide all the room for improve-
ment that the risk can reasonably
be expected to show ( and be high
enough to realize savings on the
insurance charge built into the
retro plan).

Richard T. Brewer

Casualty Department, Johnson
& Higgins, New York, N. Y.

Pregnant or dead
To the Editor: In the Aug. 3

issue of Business Insurance the

article entitled "New side effect

of 'pill': Product liability market
shrinks for drug industry" speaks

about Dr. Harold Williams' book,

LIBERTY MUTUAL SAYS
AWORKER SAVED

IS A WORKER EARNING.

THAT'S WHY YOU SHOULD

SEE LIBERTY BEFORE
Worker accidents mean increased

operating costs. The time to prevent
accidents is before they happen. Which
is where Liberty Mutual can help you.

Our Loss Prevention specialists, work-
ing closely with your people, help you to
effect the safest working conditions for
your employees. Our safety experts look

The Company reserves the right to determine the scope of its 10

for potential accident situations, tren
consult with your people on effective
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 wethinkyou should
SEE LIBERTY BEFORE.

ss prevention service for each policyholder. Copyright / 1970 Libe

LIBERTY <3£1
MUTUAL DZ

rty Mutual Insurance Company / Home Off ce: Boston.

Pregnant or Dead, published in
1969.

Would you please tell me how
I can obtain a copy of this book,
i.e., the name and address of the
publisher.

Richard G. Ward

Attorney, Sullivan, Sullivan,
Ranger & Ward, Detroit, Mich.

Editor's note: Pregnant or Dead?
is available from New Perspec-
tive Publications, Box 2515, San
Francisco, Cal. 94126. A paper-
back, the price is $1.95.

Student rates for Bl?

To the Editor: This term I am

teaching Risk Management ( INS
513) which is a required course

for our risk management and in-
surance majors. Among the ma-
terials we require them to read is
Business Insurance.

We anticipate an enrollment of
12 to 15 students this quarter. Do
you have a student rate for your
magazine that would apply?

Marshall W. Reavis

Department of Risk Manage-
ment and Insurance, University
of Georgia, Athens, Ga.

Editors Note. We do not have

educational rates, as such, but we

do have a bulk single copy plan
in which we send the required
number of copies euerv other week
during the period specified, to your
attention, for distribution in the
classroom. These copies would be

billed to Vou at 25 cents each per
student, plus shipping charges if
special shipping arrangements are

necessarl/. This 25 cents per copy
price is 20 cents off the regular
single copy prke.

Chevron

is fined

$1 million
NEW ORLEANS-The Chev-

ron Oil Co., a wholly-owned sub-
sidiary of Standard Oil of Cali-
fornia, has had to pay the feder-
al government $1 million in fines
as a result of massive oil pollu-
tion in the Gulf of Mexico last

February.
The fines were levied in a fed-

eral district court here after

Chevron pleaded no contest to
500 of 900 counts in the case,
which had been filed. under the
Outer Continental Shelf Lands

Act of 1953. Fines of $2,000 on
each of the 500 counts were

then imposed by Judge Alvin B.
Rubin after Assistant U.S. Attor-

ney Richard M. Olsen dropped
the other 400 counts.

The oil company had been
charged with failing to install
and maintain storm chokes or

other safety shutoff devices on 90
offshore oil wells in the Gulf

near here. The Outer Continental

Shelf Lands Act of 1953 requires
that such devices be installed and

provides for penalties of up to
$2,000 per day for each offense.
Each day the wells spewed oil
into the Gulf was counted as a

separate offense.
Chevron is heavily self-insured

for liability exposures. However,
several knowledgeable sources
queried pointed out that such
fines would not normally be in-
surable items, even if the insur-
ance industry hadn't moved re-
cently to exclude such forms of
pollution.

For Chevron, the case is not
completely closed with payment
of the fines. Still unsettled are

several suits brought by shrimp
and oyster fishermen, who claim
the oil pollution has contributed
to a loss of income for them.

Potential damages from those
suits are reported to amount to
$100 million. (Business Insurance,
May 25). •



speaking of safety

Fire alarms may mean difference between...
By WILBUR CHARLES

FT. WAYNE, Ind.-What hap-
pens in the first three minutes of

. a fire is generally agreed to rep-
resent the difference between a

minor inconvenience and a major
catastrophe.

Nearly 12,000 fatalities from
fire are reported in the United
States every year. Many of these
deaths could have been prevent-
ed if the buildings involved had
been protected by efficiently en-
gineered fire detection and alarm
systerns.

As plant investments increase
and manufacturing processes be-
come more sophisticated the need
for sophisticated multi-function
fire protection and monitoring
systems become more acute. Fire
alarm manufacturers have met

this need with the development of
pneumatic heat detectors and
thermistor heat detectors.

• Pneumatic heat detectors: A

circuit of .080" (2 mm tubing)

running along the ceilings
throughout the protected area is
filled with air that is maintained

at atmospheric Pressure. The ends
of this current of tubing ter-
minate at a detector.

Heat expands the air in the
tubing circuit. Sudden momen-
tary surges of heat not caused by
fires are cushioned by compensa-
tors to which the tubing is con-
nected. These compensators have
sufficient capacity to release
surges of air gradually through
breathers.

Fire causes an abnormal, con-
tinued rise in temperature that
builds up pressure against the
diaphrams, closing the contacts
to actuate an alarm. The insula-

tor tubes isolate the electrical

circuit from the detecting tube
system. Normally open electrical
contacts are provided for con-
necting this detector into the
warning and alarm system.
• Thermistor heat detectors:

Another unique low cost device
has been developed for monitor-
ing overheating and/or fire in
such equipment as pipe lines, ca-
ble trays, conveyors, stacks, cool-
ing towers and other large sur-
faces or volumes over distances

of 120 to 400 ft. long. These are
thermistor heat detectors. It

should be noted that these units
can also be used to control the

temperature in large enclosures.
These devices employ a contin-

uous sensing element, utilizing a
long length of thermistor as the
sensing conductor, and will regis-
ter temperature changes occur-

ring anywhere along the sensing
element. Thus, they monitor high
temperatures caused by fire or
any other kind of overheating.

This system signals a warning
or controls temperature when ei-
ther the overall temperature of
the sensing element has changed
or when an incremental segment
of the element has reached an

overtemperature sufficient to drop
its resistance to the signal level.

A wide variety of options are
available with this device, in-
cluding a multichannel arrange-
ment which provides a system
that will meet the exact needs of

any particular application.
Other versions of the thermis-

tor principle include spot detec-
tors that eliminate the thermal

time lag inherent in conventional
heat detectors. These units, how-

ever, do not cover as large areas
as the fixed temperature or rate-
of-rise detectors.

SMOKE DETECTORS offer

the best protection against smol-
dering and incipient fires. They
are ideal for living quarters
where fires tend to start in up-
holstered furniture, closets and
the like, and they are a must for

such spots as trash chutes and

waste storage. They snould be
installed in the path cf normal
air flow, with special at.ention to
natural or man-made exhaust

outlets. Two of the more popular

types are ionization smcke detec-
tors and phoioelectric smoke de-

tectors.

• Ionizatioia smoke detectors

are used in areas of (1) high
combustibility or (2) high dollar
value because they are far supe-
rior in response time to either
the fixed . temperature, rate-of-

rise or pneumatic devices, and
( 3) areas containing low-temper-
ature-rise smoldering type mate-
rial.

This fast detection of smoke or

invisible gases is accomplished
Continued on page 44

GAB: The adaptables
One of the forbidden phrases at GAB :s "Yes,
but we've always done it that way." If there's
a new and better method trian the historical

one, we give it a thorough checkout and
then use it until an even.better one

comes along. If there's a new service
that would help you cope with changing ,+
conditions we'll set it up. Even develop

it further. Case in point: One of our
most recent innovations is insurance

premium auditing/inspection/
loss control service. t

6118 General Adjustment Bureau, Inc.
123 William Street, New York, N. Y. 10038
Over 680 offices coast to coast

4

J

We handle the investigation and adjustment
of all propertyand casualty lines including
workmen's ccmpensation, liability, burglary,
ocean ano irland marine, fire and E.C. You
need GAB to handle at least some of

youradjustingchoreswith promptness
and an accountant's ballpoint.

If you're not our client now, it's
never too soon to start. Call us, and

we'll make your problems our
problems. We've always done

it that way.

l



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



IDEA WORKSHOP Shou/d have negotiated with
HIGHLIGHTS - -91* doctors: Machinists' leader

ATLANTA-William W Win- F come," he added

A Nader' s Raider gives pisinger, general vp of the Inter- , Improvements and refinements
national Assn of Machinists and may come in the following areas,
Aerospace Workers, is not ex-
actly straight out of the mold ofsome very, very candid the labor bosses of the past But time off for employes to enjoy
he does retain Just enough of the leisure time, such as three-day
earthy gruffness to make his

advice to risk managers presence felt when thrust into
the midst of a group of business form of sabbatical leaves, shorter
executives work weeks such as the four-dayATLANTA-Here Es the text of the advlce glven to Tisk managers by 'In private conversation Mr week, nine-hour day, "more real-Reuben B Robertson III, attorney for the Center for Study of Respon- Winpisinger 8 not above describ- I&'.. f--

sive Law, Washtngton, D C, at the Business Insurance Management ing a few management people he I L payments, with cost-of-living ad-
Idea Workshop His comments were part of a presentation titled "A has banged heads with over the  \ 4 ·Lidid Justments in private plans, nego-
Nader's Raider Looks at Your New Corpo'rate Liabilities" . years in highly descriptive and tiated portability

O WHAT DOES ALL this colorful epithets And one sus- . William W Winpisinger

S (consumerism) mean to you'? pects a few in management have he enjoys being called, does not THE "30 AND OUT" concept
reciprocated

What should your response be? see any terribly revolutionary that has played a role in United
If an idea Mr Winpisinger ex- benefits to emerge during the '70s Auto Workers-General MotorsOne thing it means lS that the risk

pressed at the Business Insurance Rather, he sees "improvements and negotiations is likely to be heardevaluation function must assume a
Management Idea Workshop, here, refinements" in fringes that now even more, Mr Winpisinger de-

much greater role m corporate the other evening persists, the exist Moreover, he feels that the clared "Sooner or later retire-
decision making medical profession may be the extent of those improvements will ment Is going to be determined

Many of the risks Involved may next subject of the labor man's be limited only by political and by the length of tirne a worker
cieate exposures of millions of barbs economic developments as the dec- spends on the Job and not Just

ade unfolds age," he saiddollars which are essentially un-
"WE SEEM TO have been ne- "If the '7Os are prosperous and Dental care, eye care and rea-insurable in the casualty market I

gotiating with the wrong people," times are good for working peo- sonably priced drugs are other./ should think, for example, that
he declared when discussing new ple, theke will probably be a areas that are likely to be touched

placement of coverage against fringe benefits unions are likely strong thrust in bargaining to- on in more and more labor-man-
treble damage liability for "know- to seek in the '705 "We've been ward such benefits as matched agement talks, the IAMAW vp
ng and willful" violations of the negotiating with employers when savings, stock purchase plans and predicted

proposed consumer product safety we should have been negotiating profit sharing," the labor chief Women in the work force will
legislation would be virtually inn_ with doctors As a result," he asserted "If, however, the '705 increase and this may lead to

- possible Protection against pollu- added, "protection we've tried to are maiked by economic reces- things like day care nurseries,
:ion claims may be equally un- negotiate for our members has sion-the emphasis in bargaining maternity leave and post-preg-

ended up as money in the doc- will certainly shift to contract nancy re-employment rights Ed-1 available And there is no mean-
tor's pocket " clauses that will help to stabilize ucational subsidies for both em-

Reuben B. Robertson III .ngful way to insure against the
Mr Winpisinger, or "Wimp" as employment and guarantee in- Continued on page 22loss of having your plant shut

down by court injunction

All of this means that, within the corporate structure, the risk man- Delta aims for 85% participationager must perform a novel and probably unpopular function He must
be able to predict areas of exposure and in effect fight the consumer's
cause within the company He should be a roving gadfly, a kind of in- in personal insurance benetit planternal ombudsman who reviews corporate activities-including adver-
tising, product development and design, trade relations and participation * ATLANTA-Delta Air Lines' ticipants
in industry activities, quality control, marketing and post-sale griev- "Delta plan for personal insur- Delta was not overwhelmed by
ance and redress mechanisms-to evaluate potential exposures and cut ance," probably the biggest pay- insurers eager to write the Delta
them off before they develop into actual liabilities roll deduction program going in plan, he said This was probably

As far as the whole consumer movement iS concerned, corporations the country, has attracted 45% because Delta required the insur-
employes to participate in the 3 42 er to continue writing coveragescan elect to bury their heads in the sand and lnS1St that the problems years since its start, according to after the employe retired or diedaren't there Or they can take a hard, cold look at reality, recognize the W E Stephens, the airline's pay-

validity of some or many of the complaints, and set about seriously roll manager And in this city, MR. STEPHENS believes Delta
doing something about them The latter course will not be easy-it re- where Delta iS headquartered 1, will be "signing on the front
quires taking a much longer term look at the situation than the quar- and has half of its 21,000 em- doorstep of an exciting new ben-
terly earnings reports, and conceding, even advocating, the necessity of ployes, participation is 55% efit" when "true" group payroll
some changes In my view, the corporate management should see the But Delta lS not altogether sat- plans are finally allowed by most
consumer movement as an ally and should support it, even though lt isfied with the results, and the states ( Currently, only four

company is in the midst of a states allow this concept, whichmay hurt in some cases
nationwide drive to sign up 85% involves setting premiums on theCorporate managers, of course, are consumers too, they drink from of employes by December, 1971, basis of the experience of thethe same water supplies and often have the same problems with their Mr Stephens told the first annu- group buying the coverage, rath-

cars, tv sets and airline reservations that other consumers do But in a al Busmess Insurance Manage- W. E. Stephens
er than the overall average )

larger sense, legitimate and sensitive developments such as the product ment Idea Workshop here national advertising campaign- "We already have a program set
safety legislation and the consumer class action concept can help estab- The big advantage of the per- and dialing extension 2811 from up," Mr Stephens said "We
lish reasonable parameters for acceptable corporate conduct which the sonal lines plan-which includes anywhere in the US, employes know exactly what we're going
management of one or a few companies could never hope to do alone auto and homeowners coverages, are connected with the Parker to do "
These changes are needed if our system is to be viable and humane, plus insui ance on Jewelry, fur, office 'True' group programs, in his

boats, fine arts, credit cards Mr Stephens said that "we opinion are not too far in thethey are necessary to its very survival
and most other personal items- have yet to find one employe future "
is that employes have "the secu- who was adequately insured " In addition to handling the air-
rity of knowing that their claims Most employes, for example, car- hne's personal lines plan, ChubbUpiohntoreachbenefit will be settled fairly We monitor ned only the amount of coverage also writes Delta's commercial
the program to make sure they required by the lender on their ground coverage (also through

l get a fair shake," Mr Stephens home "If we do nothing else but Parker & Co ), according to James

savings goal easily stated to awaken employes to the fact R Howell, assistant treasurer of
For the first year of the pro- that they must look into these Delta, who sat in on the presen-

gram, Delta checked up on every items, the whole program will tation and fielded a few ques-
ATLANTA-Uplohn Interna- mitted and admitted property claim submitted to the broker, have been well worth the effort," tions from Business Insurance

tional Inc has revised its inter- and casualty coverages Parker & Co, and the insurance Mr Stephens told workshop par- workshop participants
national insurance and benefit In essence, Mr Dolbee's firm company, Chubb & Son Mr Ste-
programs and resulting uniformi- nas settled into a "multi-nation" phens said that only four com-
ty was known to have saved the approach to both benefits and plaints were received in the first Defends broker' s role
company "at least $40,000" in property and liability insurance 12 months of the plan ATLANTA-While there may much as an attack on direct un-
benefit plan purchases last year Under the benefit program, the be more moves by insurers to derwriting but as a defense of
Moreover, says Gordon L Dol- company is now participating in EVEN NOW, the airline moni- delve deeper into direct writing the broker's role in the years to
bee, who lS responsible for insur- a group arrangement with Aetna tors claims even, week by calling and while some firms in tighten- come The broker of today, he
ance and benefits for the inter- Life & Casualty and an Italian the Delta employe in a particular ing their insurance department told a Bustness Insurance Man-
national drug firm, "Our original insurance company, Assicurazioni city involved in the biggest budget belts may be romanced agement Idea Workshop meeting,
goal of $1 million in savings in Generall, wheieby the purchase of claims settlement of that week by the thought of possible sav- will very definitely have a role
the next ten years will be easily all international benefit programs To make signing up as easy as Ings m circumventlng broker to play in risk management to-
reached " are treated as a single purchase possible, Delta tied Parker & commissions by going direct, the morrow Moreover, he added, the

Savings, however, are not be- for Uplohn Similarly, property Son's office here into Delta's na- vp of insurance for a large New broker-for most companies-is
ing limited to reductions in em- and casualty covers have been tionwide telephone system By York-based diversified company better equipped to serve risk
ploye benefit costs The company consolidated, with all coverages picking up a red "hotline" phone, believes direct writing is not all management's needs and serve
is also enjoying at least $80,000 written in the form of a world- complete with a sticker declaring it's cracked up to be them from an objective view-
in savings annually through the wide blanket policy of two layers, that "The Delta plan is ready Joseph Gullo of D H Over- point
use of a combination of non-ad- Continued on page 30 when you are"-a takeoff on ltS myer Co aired the belief not so Continued on page 28
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Gamble's two captives are real profit centers'
ATLANTA-The captive in-

"profit centers" cf Gam-surance

ble-Skogmo Inc., Minneapolis-

based retail merchandising con-
glomerate, have put together .
packages including everything
from credit life insurance, group
coverages and mutual funds to
credit property insurance-"the

most exciting program" offered
to date.

This, in a nutshell, was the
story'from Louis E. Dolan, chair-

man and president of Gamble
Alden Life Co., who gave the

progress report to participants at
the first annual Business Insur-

ance Managennent Idea Work-
shop here.

Gamble's two insurance opera-
tions are the life company, which

was started in 1961 and by the
end of last year had $707 million

of insurance in force, and Gam-
ble Alden Agency, an all-lines
insurance agency company.

MR. DOLAN pointed cut that
Gamble's nnass merchandising
operations, and other markets in

many areas, give the two profit

IDEAWORESHOP
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centers a steady stream of possi-
ble customers. In addition to its

own almost 30,000 employes,
Gambles has some 3,400 fran-
chises in all lines of merchandis-

ing, each with its own roster of
employes. Moreover, he said.
Gamble's retail customers, num-

bering in the "many millions"
annually, open the way for addi-

tional sales at the retail level.

"Als) of significance," Mr. Do-
lan explained, is the fact that
Gambles does "a huge amount of
credit business, affording further
opportunity in the credit life in-
surance field as a natural ad-

junct to what is presently more
than $250 million in outstanding
customer receivables held in

Gamble's captive finance compa-
nies."

Mr. Dolan said that the ":maz-

ing statistic" is that "consistently
in excess of 92% of Gamble's

retail customers" have purchased
the credit life coverage.

In 1968 the life operation start-

ed handling the group life, health
and accident program of its par-
ent company, Gamble-Skogmo,
and its numerous subsidiaries.

And this year the ' unit offered

group plans to outside groups as
well. "Thus far this year, more
than $1 million, or approximately
7.5% of Gamble Alden's life total

premium income, will be derived
from these unaffiliated sources,"
Mr. Dolan noted.

GAMBLE'S agency company
serves as a broker in buying

some of the firm's corporate
property and liability insurance
coverage, for which the compa-
ny spends about $2.5 million in
premiums a year. Mr. Dolan said
it's possible that the agency may
serve as a vehicle for sorne self-

insurance or as a loss pool in the
property-liability lines.

The agency also markets, on a
brokerage basis only, auto, home-
owners, extended coverage and
excess personal liability cover-

How would your employees

answer these questions ?
We'll find out - at no cost to you.

is the Company interested in its employees?

Is the Company a good place to work?

How do you rate the supervision of employees in your
Company?

Are employees in your Company rewarded for better than
average job performance?

How good are the Company's benefit plans?

How much do you know about your benefit plans?

Where do you get your information regarding benefit plans?

What is the one most important benefit offered by your
Company?

Is this Company interested in your safety?

Does the Company do a good job of reminding you of the
causes of accidents?

Would you say your fellow employees are "safety conscious "?

What do you think is the major cause of accidents in your
Company?

Select the eight questions most important to you. Then contact
our new Communication Services Division. We'll take care of
the rest. For details call or write J. D. Hawthorne. Marsh &
McLennan. 231 S. LaSalle Street, Chicago. Illinois 60604. Area
Code 312-346-1400.

MARSH & McLENNAN

Industry's leading employee benefit consultants

ages to Gamble employes on a
payroll-deduction basis. All-risk
coverages, on a package basis,
are also offered to the 3,400 par-
ent company franchisees.

But Mr. Dolan said that the
marketing of mutual funds,
through a dually licensed sales
force, has been deferred "solely
for cost reasons" until the eco-

nomic picture improves.
Gambles, in Mr. Dolan's opin-

ion, has "barely begun to scratch
the surface" of the potential for
its insurance profit centers.
Within the past three months
Gamble Alden Life, through an
unaffiliated sales marketing or-
ganization, started offering its
employes the services of a finan-
cial consultant, who arranges a
payroll deduction package of
cash value life coverage, term
insurance and equities.

In a test market of this concept
within a part of the parent com-
pany's employes about 70% of
the eligible group signed up, Mr.
Dolan revealed.

And late last year the agency
tested, in a limited number of
Gamble's retail outlets, credit

property insurance coverage. The
insurance protects credit custom-
ers' merchandise against all per-
ils, except theft, while the unpaid
balance remains. Gambles is now
offering the coverage to all credit
custorners. •

Winpisinger
Contimied from page 21

ployes and their dependents will
be heard rnore. In the case of the
latter, he cited the program now
underway at Xerox Data Systems
in Los Angeles, which is also in
an IAM contract there, as an ex-
ample.

Elaborating on trends he sees
for organized labor in the area of
medical care, Mr. Winpisinger
used an example that unions will
campaign against in this decade.
"If the charge for an appendecto-
rny in a certain area is $300 and
we negotiate a $200 payment for
this kind of operation, the doc-
tors usually j ack their fee up" by
an amount at least equal to the
previous spread, "thus leaving
our members no better off than
they were."

HE CONTINUED: "So, in the
'705 the labor movement is going
to launch an all-out campaign to
get what every other civilized,
advanced industrial nation in the
world already has," he said speak-
ing of a pre-paid national health
system. "It may take a few years,
just as Medicare did, but I am
confident that we'll achieve a na-
tionwide system of health care
before 1980."

Asked by one executive in the
audience if such a progrann
would not, in fact, be socialized
medicine, Mr. Winpisinger re-
sponded:

"In my most candid moments
that's what I'll tell you we'll get.
We'11 just put a 'nice pre-paid
medical plan' handle on it so we
don't run any God-fearing anti-
communists out of the country."

On portability of pensions, he
also asserted: "I think some-

where down the line we'll come
to a meeting of the minds on
pensions." That, he believes, will
be "absolute portability" and
government might play a role in
assuring that in this decade.

The UAW-GM strike is "very
likely to go to the first of the
year or even beyond," he said,
adding that the demand for autos
is "very soft" and that would
indicate no pressure on either the
union or management that would
assure an early settlement. m



Salaried workers: Not

all peaches and cream
ATLANTA-So you want to

switch all your workers to sala-
ried status?

Before you do, listen to Richard
R. Stackpole, corporate benefits
manager of Texas Instruments
Inc. in Dallas. Mr. Stackpole told
a gathering of corporate ex-
ecutives at the first annual Busi-

ness Insurance Management Idea
Workshop here that, in effect, it's
not all peaches and cream.

TI made the move in 1967, but
he admitted that some managers

IDEA WORKSHOP
HIGHLIGHTS,4*
and supervisors now consider the
switchover a "mixed blessing."
Mr. Stackpole said that top man-
agement "believes in" putting all
workers more or less on the same

status, "but somesuper v isors
don't."

ALONG WITH giving them a
salary and paying them for ex-
cused absences, supervisors must
involve production workers in
problem-solving and goal-setting
activities. "Now all of a sudden
supervisors must not only sit
down and ask their opinions but
also pay 'em when they're not
there," Mr. Stackpole explained.

He pointed out that, what with
various federal laws, the costli-
ness of equalizing benefits and
what he called some management
"perquisites,' it'S not possible
to treat all workers exactly alike.
A move in that direction involves

a series of compromises along the
way, Mr. Stackpole emphasized.

For example, equalizing bene-
fits as well as pay-while not
hard to do-"forces some pretty
painful decisions because it gets
pretty costly," he said. TI gives
all workers t?he same pension and
profit-sharing plans, the same
medical program and the same
group life setup ( although the
life coverage graduates upward
based on amount of service and

grade).

Ditto for vacations, but here TI
had to come up with one of those
compromises. In 1965, two years
prior to the switchover, the com-
pany changed its vacation plan to
give three weeks off after five

years for all workers, up from
two weeks off.

BUT TO HELP pay the cost,
TI cut back its vacation after one

year from two weeks to one week.

This, he said, was competitive

enough for production workers
but uncompetitive for manage-
ment personnel. But this is the
sort of stuff compromises are
built on.

The most important factor in

an "all salary" status, Mr. Stack-
pole said, is management philoso-

phy. "If it's to mean anything,
we come to a most difficult but

interesting area: the construction
of the job itself-labor vs. man-
agement attitudes, supervisor vs.
supervised.

"Before a company goes into
such a concept, it should examine

its attitude toward its employes,
the makeup of its workforce,
whether it's union or nonunion,
the quality of its supervision and

the profitability of the company.
He added that if the company

is unionized it would probably
find it "very difficult" to switch.

TI, however, is nonunion, with

some 60,000 workers worldwide,
with 50,000 of them in the U.S.
The company, Mr. Stackpole said,
has no status symbols-no rugs

on the floors of most managers'
offices, no special parking privi-
leges, informal dress. Everybody's

on a first-name basis.

TI'S MANAGEMENT philoso-
phy is geared to generate these
informal habits, Mr. Stackpole
said. "We try to follow the phi-
losophy in the j ob structure-we

give workers the freedom to im-
provise; in advancement opportun-
ity (job openings are posted in
the company paper); and we give
employes a voice in goal setting
and problem . solving in their
jobs.

In short, he said, TI provides
"an ideal setting for an all-salary
program."

Mr. Stackpole said the compa-
ny concluded that if it expected
the same amount of involvement

from production workers as from
Continued on page 34
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Isthatalltherels?

If an employee has ever asked you, "What's left for me after paying premiums
all these years?", we have an extraordinary answer: Extra Group Ordinary
(EGO) Life Insurance.

EGO adds the advantages of permanent insurance to your group term plan,
benefiting both you and your employees. Return the coupon for a free EGO Primer.

Name

Company

City

Title

Address

State

D

LA

Zip

NORTHWESTERN NATIONAL LIFE INSURANCE COMPANY
20 Washington Avenue South, Dept. EB 7, Minneapolis, Minnesota 55440

a
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IDEAWORKSHOP
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Enioying a cocktail hour at the workshop were, left to right, Gerald J.
Mathews, personnel manager of Bunge Corp. New York; Pauline Rod-
well, Regency Hyatt House. Atlanta; Craig D. Collings. assistant insur-
ance manager, Hughes Aircraft Co., Los Angeles, and Patrick McDonough,
manager of insurance and benefits, Howmet Corp., Greenwich, Conn.

r

5

44® 4

Coffee Ireak at the Business Insuronce workshop is another occasion for discussing problems of risk man-
agement and emp16ye benefits administration. Participants in the conference, both faculty and enrollees,
freely exchange ideds oi a variety of Froblems.

Business Insurance Publ isher Al fred
Malecki opens the first session of

the 35'2 -cay workshop. The pro-
gram was the first in an annual
series of give-and-t6ke discussion
sessions for corporate executives.

Mr. and Mrs. James A. Meyer and Mr. and Mrs. A. M. "Steve' Marzano, left to right, meet at the Business
insurance Management Idea Workshop. Mr. Meyer is t-easurer of the Buffalo Elect: c Co., Buffalo N.Y. Mr.
Marzino, a workshop faculty member is director of morketing of Mosler Electronic Systems, Danbury, Conn.

Views on the Business Insurarce workshop frcm the vantages of broker,
risk manager, carrier and editor are exchanged-in friendly fashion-by
Jack K. Hollander, manager of the risk analysis department of E. H.

Allanto and other subiects are discussed by, left to right, Stephen H.
Blidge, account executive for Fred S. James & Co., Los Angeles; Joyce
Catrett, Regency Hyatt House, Atlanta; George Tilton, director of pur-
cl-asing for Milchem Inc., Houston, and Richard Stackpole, corporate
benefits manager, Texas Instruments Inc., Dallas.

Discussing the progress of the workshop are, left to right, James L. Irby,
assistant vice president, First Union National Bank, Charlotte, N.C.; Pat-
r ck J. Higgins, sales manager, Compumedic Controls Corp; New York,
and Gene M. Peterson, manager of employe benefits for Dana Corp,
Toledo.

Crump Co.. Memphis; Arthur Bostwick, insurance administrator of Sun-
beam Core., Chicago; Ba-bara Mock, CNA Financial Corp., Chicago, and
Richarc C. Biorklund, edit)r of Business insu,-ance.

Advice to employe benefits admin-
istrators and risk managers was of-
Bered at the workshop by John B.
Derkins, executive director of the
Chicago Council on Alcoholism. Mr.
Perkins cited, among other things,
:he need to include coverage for
alcholism treotment in conventional

group health insurance policies. He
sees a national trend to ''treating
ourselves chemically
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ZAmagination fits them all.

A properly planned insurance program is vital to any business, large or small.
And every risk is important to Zurich-American, no matter what the size.

Z-A is small enough to have a personal interest in client satisfaction...

big enough to accommodate the large risks as well as the small...

experienced enough to understand and meet the needs of both.
If our flexibility and world-wide facilitieswould enhance a business such as yours... p-.ll /

no matter what the size... have your
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ZURICH INSURANCE COMPANY
AMERICAN GUARANTEE & LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY
ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd.. Chicago, Illinois 60604. Phone: 922-3124

OFFICES IN: New York, Boston, New Haven, Buffalo, Latham, N.Y.,
Orange, Philadelphia, Pittsburgh. Baltimore, Greensboro, Atlanta,

Richmond, Canton, Cleveland, Cincinnati, Toledo. Detroit, Grand Rapids,
Minneapolis, Milwaukee. Chicago, Jackson, New Orleans, Dallas, Houston,
Des Moines. St. Louis, Kansas City. Portland, Sacramento. San Francisco.
Los Angeles, Phoenix.
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Calls early retirement
both bane and boon

ATLANTA-"There is nothing

magic about age 65. It is not the
single point in time at which all
employes transform from pro-
ductive assets to superannuated
liabilities."

That remarl€ Wkis made by

Clyde K. Farris, assistant treas-
urer of the Coca-Cola Co., while
speaking to the Business Insur-
ance Managernent Idea Work-
shop session here. Mr. Farris was

speaking about early retirement
in the '7Os, while questioning
whether it may be considered a
bane or boon of the future.

"It cannot categorically be
considered either," the Coca-Cola
executive said. Rather, it depends
on the angle from which it is
being viewed.

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

HOWEVER, he asserted, "It is
my personal view based on re-
cent news items that before em-

ployes in general are going to
consider early retirement a real
boon, employers must provide
higher benefits at earlier ages
and make.provisions for, at least,
cost-of-living increases after re-
tirement.

"This is true because the em-

ployes in categories that do not

IDEAWORKSHOP
HIGHLIGHTS 471*

9:2

want to retire are opposed to
such retirement for many reasons
-principally, they can't afford to
retire. Employes in the categories
that do want to retire early (or
think they do) often find out later
that they miscalculated their budg-
et or did not take into considera-

tion the effect of the rising cost
of living and other inflationary
aspects of our economy."

In questioning whether early
retirement will be a bane or boon

of the future, Mr. Farris said that
the subj ect must be looked at
from all angles-those of the
employer and those of the em-
ploye.

From the employer's stand-
point, according to the assistant
treasurer, there are probably
more reasons why early retire-
ment might indeed be a bane to
corporations today. The only pos-
itive effect for the employer, he
said, is that early retirement
"provides the vehicle to remove
. . . the employes who are no
longer satisfactorily performing
their jobs." The removal that
way, moreover, provides a degree
of dignity for the employe.

CITING THREE reasons why
early retirement might not be
looked upon favorably by a com-
pany, Mr. Farris said that while
an early retirement plan "serves
the purpose of opening up posi-
tions for promoting younger em-
ployes," the large cost of main-
taining a satisfactory retirement
plan cannot be overlooked. "Fur-
ther," the assistant treasurer
added, "if the retirement plans
are being funded on the basis of
employes retiring at age 65, ear-
lier retirements, which reduce
the length of the funding period
substantially, increase costs un-
less the early retirement reduc-
tion is a strict actuarial equiva-
lent."

Another dilemma Mr. Farris

called a bane to the employer
concerns the adequacy of retire-
ment benefits.

"Even normal retirement bend-

fits often present the problem of
adequacy because the benefit
must necessarily be a medium
sornewhere between what the

employe needs and what the em-
ployer can economically afford.
Even after an age-65 retire-
ment," he continued, "the erosion
of benefits as a result of inflation

causes employers to face the
problem of supplementing or im-
proving incomes to employes who
have already retired.

"For example, if unreduced re-
tirement benefits were to be pro-
vided under a typical retirement
plan at age 60-or if the normal
retirement age were lowered to
age 60-the liability under the
typical plan with respect to ben-
efits accrued prior to age 60
would increase approximately
60%."

A THIRD reason cited by the
Coca-Cola executive is that "re-

gardless of what the employer
Continued on page 27



James A. Meyer, treasurer of Buffalo Electric Co., Buffalo, N. Y., asks
one of many pointed questions directed at speakers and participants in
the Business Insurance Management Idea Workshop. Free exchange of
ideas marked the sessions held in the Regency Hyatt House in Atlanta.

Farris...
Continued from page 26
provides his retired employes
. . . there will be the continued

demand on the employer to pro-
vide additional benefits to meet
continued inflation."

Mr. Farris did admit, however,
that the cost bane to the employ-
er "is not holding back the trends
toward more liberalized eligibili-
ty requirements for early retire-
ment and more generous benefits
at these earlier retirement dates."

He cited a recent study of 201 in-
dustrial retirement plans for the
five-year period from 1965 to
1970. All of these, he said, do now
permit early retirement at liberal-
ized benefits

Just as the employer might
find early retirement a curse or a
blessing, or both, the same also
applies to the employe, Mr. Far-
ris told the gathering. Generally,
he said, there are four categories
of employes that react differently
to early retirement.

The first category, he said, is
those employes who want to stay
on the job and are doing a satis-
factory job. In the second are
those employes who don't want
to retire but at the same time are

not doing an adequate job. The
third and fourth categories are
those who "think they want to go
fishing and play golf and think
that they want to retire. Here,
again," he said, "the third cate-
gory employe is performing his
job well, whereas, the fourth cat-
egory employe is not."

CONTINUING, Mr. Farris not-
ed: "Statistics will prove, how-
ever, that most employes prefer
to stay on the job at least until
normal retirement.

"The fact nevertheless remains

that no matter how generous the
pension, the man who retires
probably takes a substantial cut
in income," Mr. Farris declared.
And this, he said, is despite the
fact that many companies today
have supplemental retirement

plans.

At Coca-Cola, for example,
employes may opt for a thrift
plan in addition to the normal
retirement program. Benefits un-
der the latter prograrn are based
on 1 % of Social Security benefit
wage base, plus 1.5% of the ex-
cess, determined on the basis of
the five highest salaried consecu-
tive years in the last ten calendar
years of employment. There is no
Social Security offset applied, he
said.

The thrift plan, on the other
hand, is available to employes 25
years of age or older with two
continuous years of service. The

employe may contribute 2%, 3%,
4 %, or 5 % of salary, with the
company matching contributions
by 50%. .

Employe Benefit Programs
Many billions of dollars are managed and controlled by the

key executives of America's 13,000 leading corporations who read
every issue of Business Insurance, and who will be "all eyes" for our

Employe Life & Health
Dec. 7, 1970

Special Annual Issue
· ADS CLOSE NOV. 25 · RESERVE SPACE NOW

business insurance
for buyers of employe, property and liability protection/pension investments/ financial services

N.Y.: 630 THIRD AVE. , CHICAGO: 740 RUSH ST. 0 LA: 6404 WILSHIRE BLVD.(212) 986·5050 (312) 337-5200 (213) 651·3710

Any dam builder needs
a darned good bonding company.
Therefore, we recommend us.

Simply because we have a wealth of experience-sound,
professional experience. And a lot of bonding talent.
And we make decisions quickly. Almost instantly.
And we don't restrict this talent to dam building.
Any building.

Give us a call.

Quick.

WRELIANCE 5231 VOUFL,1
3 INSURANCE COMPANIES r /
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Gullo...
Continued *om page 21

"My experience is that direct-
writer account representatives
lack the ability to make lateral

moves in tight market situations
and, understandably, are unable
to check with other companies to

see what is currently available,
How," he said of the insurance
man, "can he maintain a rela-
tionship with a direct writer and
other companies or markets at
the same time?

"THERE DEVELOPS a bond
that is most difficult to maintain.

If you are unhappy with your

present situation, a broker can
look to see what other companies
are doing, thinking and feeling.
How can a direct-writer r.p help
you? He is in a fidueiary posi-

tion. He represents, first, the peo-
ple who pay his salary ard, sec-

Joseph Gullo

ondly, he serves you. I don't like
the odds,' Mr. Gullo asserted.

Furthern'lore, the vp went on,

"A direct-writing company may,
as a matter of policy, bind or

immobilize your method of w rit-

ing insurance or, worse yet, lack
experience in ycur particular

problem. A broce. c annct only

act as your bufler when negotiat-
ing with the insuring company,
but will have a better pulse on
the market."

In defending brokers in the
face of recent criticism-and in-

deed some sentiment that brokers

may be a thing d the past in
years to con*-Mr. Gullo did say

that 'the '70s will breed a broker

not bound to tradition. The will-

ingness to accep: mark2tS tradi-
tionally taboo, such as direct
writers, is imperative' for bro-
kers to face up to

As for another controversial

subject facing brikers in the '70s
-commissions vs. fees-Mr. Gul-

10 said :hat he asrees the fee
basis is going t) become more
popular. And in some cases a fee

plus commission is not an unrea-
sonable demand by brokers.

"IF THE NATURE of your
business is such tnat you have

many easy zr difficult exposures,
the method of broker compensa-
ticn for services rendered has to

be given cl=ser scrutiny because
these services may not be direct-

ly related :o commission or fee
income. The broker who does the

best job and effectively assists in
reducing insurance vosts or expo-
sures to loss, definitely is entitled
to adequate compensation," he
continued.

"In such instances, it is well to
consider supplementing an inade-
quate commission income with a
suffirient fee" if ':he broker is

performing functions that are
cutting the clients' Costs, he said.

The Overmyer Cc. pays annual
premiums on property and liabil-

ity risks "well in excess of $1
million." rotal values are in ex-

Notall bargains are bargains.
Insurance ou:fits are very much

like umbrellas.

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 perscr„ It may cost a tri fle more.
>cur business (big or small),or your Bu: 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 1-un-of-the-
tien you need. - mill umbrella.

The Ttavelers Disurance Company. We think you have enough to worry about.Finarcia and Inrance Planr ing

1

L

cess of $180 million.

Using his own company as an
example, Mr. Gullo said that
were Overmyer to drop its bro-
ker and set up an inhouse risk
management facility he estimates
it would cost an additional $82,-
000 annually in salaries and
overhead for those who would

have to be hired to fill functions

now being performed by the bro-
ker.

"A broker, at today's commis-
sion rates on our property and
liability premium, would realize
considerably less than our esti-

mated expenses," he said. •

Acquires
mortgage, lite
companies

MILWAUKEE, Wis.-GL En-
terprises Inc., the holding compa-
ny here that owns General Life
Insurance Corp. of Wisconsin,
announced completion of the ac-
quisition of two St. Paul, Minn.,
companies.

Bankers Mortgage Corp. and
Continental Bankers Life Insur-
ance Co. will be operated as sub-

sidiaries of GL Enterprises, ac-
cording to Wallace C. Berg, pres-
ident. Theodore Glasrud Will

continue as president of the two
Minnesota companies, Mr. Berg
said. He added that Mr. Glasrud

and Edward K. Thorson, a direc-
tor of the two companies, would
be added to the GL Enterprises
board.

The offer for the two compa-
nies, made in August, called for
the exchange of 1.35 shares of
GL Enterprises common stock for
each share of Bankers Mortgage
common and one-half share of

GL Enterprises common for each
share of Continental Bankers

Life common. At the time the

offer was made, Bankers Mort-
gage owned 62% of the outstand-
ing Continental Bankers Life
common stock.

Bankers Mortgage is engaged
in commercial and residential

real estate development and con-

struction as well as mortgage
banking. It has extensive land
holdings in the Twin Cities area,
according to Mr. Berg.

Continental Bankers Life was

incorporated as a stock insurance
company in Minnesota in 1963.
As of June 30 it had $64 million
of life insurance in force

GL Enterprises was organized
in 1969 as a financial services

holding company and currently
owns 98% of the outstanding
stock of General Life Insurance

Corp. of Wisconsin. •

Contract negotiated
after 100-day strike

WASHINGTON-Locals

189 and 794 settled a contract

dispute with Metromedia Inc.
and returned to work here

and in New York City after a
100-day strike.

Metromedia Inc. has agreed
lo increase pension fund pay-
ments by $5 a week per
member, the medical insur-
ance fund $5 per week, to add
an extra paid holiday, and
to observe a no-layoff policy
for the extent of the contract.

The work week has been re-

duced from 40 hours to 37.5,
next year to 36.25 hours and
to 35 hours in 1972.

The television station tech-

nicians negotiated contracts
providing the following wage
increases: $25 a week retro-
active to the expiration date
of the old pact, May 12; $10 a
week next May 12; and an
additional $30 a week in the
final year of the contract.
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The catastrophe business is picking up.
And the biggest ones often come in the
form of enormous liability judgments
against small'or medium-sized companies.
But not Merriweather's company.

Although he's somewhat awed by the

spectacle, M»iweather is ready. As a
keen and cler-eyed insurance buyer for
his firm, he aw to it that his company
had The St.' Paul's Umbrella Excess

Liability Pol}cy to takeover where their
basic liability insurance ended. They'd
been a pioneer with the coverage. Be-
sides, reasoned Merriweather, they had
been stable and solvent for 115 years,

A

Your catastrophe
has arrived,

Mr. Merriwe ather.
and the first 100 are the toughest.

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

It has a combined single limit, so you
don't have to guess exactly what kind of
disaster is most likely to hit your com-
pany. You're covered for personal in-
jury, property damage, auto and product
liability-even advertising offenses.
(Don't writ8, we're covered.)

Top Brass, personal liability up to
$5,000,000 can be easily added.

THE ST. PAUL
INSURANCE COMPANIES

Serving you around the world... around the clock
St. Paul Fire and Marine Insurance Company

St. Paul Mercury Insurance Company
Western Liie Insurance CompaQy

St. Paul, Minnesota 55102 - -

-9 1,.».53T1* * **, *r¢ 84*
Slk*Aval:*t*.

t.

2

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

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

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

*Please write on your letterhead. We didn't want
you to have to print your name on'a tiny line in
an ugly coupon.
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Do/bee..
Continued fTorn page 21

a primary and an excess.

LIMITS OF the latter cover-

ages, Mr. Dolbee disclosed to a

Business Insurance Management
Idea Workshop here, are hoped

to eventually reach $70 million.
"We're almost there: but not
quite," he said.

Upjohn International was es-
tablished in 1952 and has since

grown to a network of 30 subsid-

iaries employing 3,800 persons.
Prior to 1967 benefit plans were
developed and purchased by each
subsidiary. And even more re-

cently the company had handled
its property-liability insurance
in a variety of methods and
through a number of brokers.
And, Mr. Dolbee said, with the
usual frustrations.

In deciding on a multi-nation

approach in the arrangement w.th
Aetna and the Italian company,
Upjohn also decided to eliminate
international brokers wherever

legally possib.e (in all countries
but one, as it turned out). Earlier
the drug firni had received a pro-
posal from its broker, Marsh &
McLennan, to coordinate th€ :c-
tivities of a European insurance
company and a Latin American
company. This was rejected how-
ever.

When the decision to convert

to a multi-nation approach was
reached Upjchn started to ccn-
vert benefit plans from local car-
ri€rs to the new arrangement,
proceeding cautiously, Mr. Dol-
bee said, because "we wanted to
look at each of our plans thor-
oughly b determine if they
should be improved or changed."
While the process was slow, it
was well worth it and, in fact,
some cost reductions were effect-

ed in some areas and benefits

Gordon L. Doll*e

improved in ot:.ers-wi:hout in-

creasing costs. For example. the
Upjohn executi·re said, cne o. che
company': pension plans was
changed from : 1.5 % career av-

erage plan to a 175% final aver-
age plan, withou: increasir -I costs.

N

"This makes a nice proposal for
your management." he said.

LAST YEAR was the first Up-
. john bad encugh lives covered in
its mu. ti-nstion arrangement to
experience-rate the company's
life insurance plans. "For that
year...we were able to return
to our subsidiaries 65 cents out of

every dol-Er they had paid as
premijm. Littk or none of this
would have been available under
Our prev.)Ls arrangement." In

addition, MI. Dolbee pointed out,
under Up.ihn'E contract with in-

surers. the negotiated retention
will continue :c, reduce through
1973. Total savings expected are
-and may even surpass-$1 mil-

lion at the €nd D.' ten years.
Saylng be is still surprised at

the nunber of international com-

panies -ha: have not investigated
the apprcact., MIr. Dolbee re-
marked, "Better methods may
come along bu: at the present

Monaged by United States Aviat on Underwriters, In:.. 11 ) William Street, New Yorik. N. Y. 10038/Fead o: leonotco da Vinti ned, es,=e:ially for USAIC ty SC Jlflor .cck Gregory.

time there appears everything to
gain and nothing to lose in the
multi-nation approach."

The property-liability situation
Upjohn has had to face in recent

years was equally frustrating and
perhaps even more difficult to
solve. With international proper-

ty insurance premiums rising,
coverage becoming more limited,
contractual terminology impossi-
ble, and liability protection se-

verely limited or sometimes non-
existent, Mr. Dolbee said that "of-
ten what you thought you had
really did not exist."

IDEAWORKSHOP

HIGHLIGHTS *
An example of this, the Up-

john man said, was in England
where the company thought it
had adequate product liability

insurance only to find out cover-
age was effective only "where we
had made the product incorrect-

ly." Coverage did not apply to
normal drug reactions that af-
fected some humans and animals.

PRIOR TO THE revisions in

the Upjohn International insur-
ance program, the firm operated
under the coverage of a world-

wide excess plan carried by the
parent company. However, after

working on a plan for a year
Upjohn International has now
developed two levels of coverage,
an upper level and primary level.
The upper level of coverage is

still a worldwide excess plan car-
ried by the parent firm.

In the property area the plan
has a $100,000 deductible, with
the company shooting for a limit
of about $70 million. "This has
been designed, Mr. Dolbee said,
"to cover losses above the local

limits we purchased in the coun-

try and to take care of any major
catastrophic losses," such as busi-
ness. interruption and mudslides.

Basically, Upjohn International

has a blanket plan covering all
operations throughout the world.
American International Under-

writers is the insurer and cover-

ages include fire, extended cov-
er a ge, vandalism, earthquakes
and malicious mischief. A single
rate has been negotiated and ap-
plied to every country in which
the company can operate on a

non-admitted basis, Mr. Dolbee
said, noting that there are a
number of countries that require
that property insurance be pur-
chased in that country.

"In these cases we have at-

tempted to purchase the basic

perils," he said, adding that this is
not possible at all times. The first

level coverage takes over where
local coverage is not available.
Through this first level blanket
policy the company has also been
able to obtain coverage for perils
that are not available in coun-

tries in which Upjohn operates.
These include fire following eartb-

quake, fire following strike, riot
and civil commotion, vandalism
and, in some cases, earthquake and
malicious mischief.

"WE FIND THAT by using
this combination of non-admitted

and admitted coverage, we are
able to save $80,000 to $100,000
per year over what it would have
cost us to purchase the insurance

in each country of operation."
In the casualty field, Upjohn

International is continuing to use
the parent company's excess cov-
erage. Here, however, there is a
$6 million deductible. Written by

AIU as well, the contract termi-
nology is the same as that used
in the parent's U.S. contract and

"covers every conceivable aspect
of liability," Mr. Dolbee said.

The firm's general liability

cover, including product liability,
has a $1 million limit on the

Continued on page 36
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Pooling should be last resort, INA man says
ATLANTA-Calling insurance

funding or industrywide pooling
arrangements "only one of the
techniques of risk management"
and "the last choice," an insur-
ance company executive has

called upon American business
and industry to "first avoid,
eliminate, control, or minimize
the exposure to enterprise haz-
ards" such as oil and other forms

of environmental pollution.
In a speech before the Business

Insurance Management Idea

Workshop here, Harold R. Wood-
worth, secretary of underwriting in
the reinsurance department of the
Insurance Co. of North America,
declared that "risk management
techniques, and much of the disci-

IDEAWORISHOP
HIGHLIGHTS .91*

pline of quality control engineer-
ing, are directly applicable to the
exposures involved for many of
the same reasons that a company
must awaken to the social pres-
sures of consumerism. Both areas,
to a degree," he said, "involve so-
cial responsibility."

Reiterating reasons the insur-
ance industry moved within the
past year to henceforth define
most forms of environmental pol-
lution as "uninsurable hazards,"
Mr. Woodworth asserted that

"most people agree with the wis-
dom and need for us to avoid,
eliminate, control and minimize,
to the maximum extent possible,
continued activities which lead to

environmental pollution and con-
tamination.

"FUNDING DAMAGE claims

through a liability insurance con-
tract will not contribute to the

solution of this problem," the
INA underwriter added.

Calling TOVALOP (Tanker
Owners Voluntary Agreement

Concerning Liability for Oil Pol-
lution) an example of coopera-
tive efforts by those with a com-
mon hazard to establish a fund to

compensate governments for oil
pollution clean-up costs, Mr.

Woodworth noted however that
this should be the last resort.

"In far too many cases," he
said, "risk management concepts
and legislative regulations are
applied 'after the fact.' Human
nature being what it is, it's very
difficult for people to see hazards
in their full perspective until a
tragedy occurs," he added, noting
that "killer smogs" and incidents
like the Torrey Canyon's sinking
and the Santa Barbara oil spill
have awakened the world to the

problems of pollution.
At the same time, however,

Mr. Woodworth warned that

there will be even less tolerance

of pollution in the future.

"IF THERE ARE any business-
men who harbor a secret hope
that this problem is going to go
away, I hope they will free
themselves of that fantasy quick-
ly, for that hope is doomed" he
said.

In addition, the INA executive
noted, the world reinsurance
market has also awakened to the

fact that pollution is no longer an
insurable item. "It's not the func-
tion of reinsurance companies to
condone careless underwriting,"
he said.

Pollution control in the future

should involve risk management
on at least three levels, the INA
man explained in a late after-
noon talk with financial and risk
managers here.

First, he said, "existing proc-
esses and procedures should be
reviewed primarily for the 'dis-
tinctive hazards,' " or those that
can be identified and measured

Harold D. Woodworth

readily. Examples of these, he
said, are smoke stack effluents
and the handling of waste mate-
rial, discrepants or scrap items.

A SECOND ITEM risk manag-
ers should also concern them-

selves with is public relations, he
went on. "Capital investments

and control programs need publ-
icity to demonstrate to the public
the real efforts that industries

are already making in this area."
Public relations plans should also
include specific policies and plans
to be followed in the event of mi-

nor incidents, or even a disaster.
As a third involvement for

risk management, Mr. Woodworth
said ttiat many of the principles
of quality control have direct ap-

plication to the problem. Assess-
ment 'and planning, employe
awareness and training in proc-

ess control and safe operation,
tolerance review vs. standards,
maintenance of control devices

and corrective action plans are a
few of these, he said.

Noting that there can be no
doubt that out of recent court

actions against alleged polluters
new concepts of tort liability will

emerge, the INA man added: make your work and mine more
"These changing social demands demanding and difficult, but our

and technological advances will efforts will be worthwhile." •

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.

1

The dimculty in selling our EBP plans is finding ways
to occupy your extra time.

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

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

The program contains the approach, the presenta-
tion, contracts, underwriting and services specially
designed to meet your client's needs. Our highly trained
staff at the home office is alert to all current develop-
ments and is readily available·to answer all your
questions. Our staff tailors each plan and takes over

much of the detail work after the sale is closed, including
employee communications and IRS reports.

In short, Mutual Benefit's expert assistance is at
your disposal before, during and after the sale.

All of which should give you more time for other
business. Or for pursuing your outside interests.

For more complete information, contact your
nearest Mutual Benefit General Agent,

MUTUAL BENEFIT LIFE
THE MUTUAL BENEFIT LIFE INSURANCECOMPANY/NEWARK, N.J./SINCE 1845
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Veneman plugs prepaid health plans to cut costs
ATLANTA-The new role of

industry is one of "direct in-
volvement" in the problems of
health care and the application of
"systems management" to their

solution, John G. Veneman, un-
dersecretary of the Department
of Health, Education & Welfare,
told the first annual Business In-

suranee Management Idea Work-
shop here.

Mr. Veneman plugged for the
adoption of prepaid health plans
as a means of getting the incen-
tive "on the right end" so that
the medical profession will have

an indueement to hold down un-

necessary treatment and services
and to utilize preventive tech-
niques.

But, he asked, "how many of
you are still involved only in the
financial end of health care? Has

your experience with services
been limited solely to the stand-
ard once-a-year physical for top
executives? Are the insurers

among you involved only in

claims adjustment and review?"
THE UNDERSECRETARY pre-

dicted that health care would be

IDEAWORKSHOP

HIGHLIGHTS 242416.

"one of the key domestic golitical

issues next year." Mr. Veneman
said the Administration next Feb-

ruary Will send to Congress "fam-

ily health insurance plan' legis-
lation, which will bring "a basic
national standard of health pro-
tection to more than 20 million

people in poor and near-poor
families."

Mr· Veneman held out hope for
current legislation that would
give Medicare beneficiaries the
option to receive medical care
from a health maintenance or-

ganization ( HMO). The groups,
he explained, "guarantee to their
members the actual provision,
not merely the financing, of a

wide range of hospital and physi-
cal services."

These group practice plans,
Mr. Veneman told workshop par-
ticipants, "provide incentives to
the private sector to organize a
fragmented system, which has
perpetuated inefficiency and high
cost.

"It puts the government in a
different relationship with the

health industry. If we can en-
courage most beneficiaries to ac-
cept she option, then we could

4

6.1 1

4

4

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.

By design,Midland is a closely-knit organ-
ization staffed by responsive people.
Our key people - in underwriting,
safety engineering, claims - make

John G. Veneman

deal with a limited number of

organizations instead of more

decisions promptly and intelligently based on shirt-
sleeve know-how of transportation and material
hancling.

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.

Yoill find that decisiveness builds business
vours and ours.

Midland...An All Lines Carrier

For Commerce and Industry

Workmen's Compensation • General Lia-
bili:y • Inland Marine • Surety • Fidelity •
Property • Commercial Automobile Liability
anc Physical Damage • Excess Limits and
Umbrella Liability

THE MIDLAND INSURANCE COM PANY
TWENTY NINE BROADWAY • THE DECISIVE PEOPLE • NEW YORK, NEW YORK 10006

than 200,000 individual provid-
ers."

HMO SETUPS, Mr. Veneman

asserted, "reward efficiency. Our
current system frequently re-
wards excessiveness. HMO's also

give providers incentives to keep
us well, while a fragmented, un-
organized system relies upon our
illness for its livelihood."

The undersecretary, who has
been the Administration's man-

on-the-spot in Senate testimony
against the Kennedy-Yarborough
bill to create a national health

insurance plan, said group prac-
tice plans are making progress.
He pointed out that efforts are

under way in Philadelphia to
launch six different hospital-cen-
tered prepaid groups to serve
200,000 persons. He added that
Westinghouse Electric Co. and
other corporations are said.to
be conducting HMO feasibility
studies.

Further, a large clinic in the
Midwest is in the final stages of
its plans to make available one-
stop, one-payment service to a
rural medical market "that

covers a vast area," Mr. Vene-

man stated.

The undersecretary also con-
tended that "it is time for the

institutions and organizations of
the medical community to re-
spond to the challenge of the
times." He called on medical

schools to steer away from "ir-

relevant research projects," such
as one application that recently
was approved by the National
Institute for Mental Health on the

toilet training of exceptional and
normal children.

"WHILE WE IN the govern-
ment attempt to change our
priorities, the medical colleges
must do the same," Mr. Veneman
said. "This may mean the fund-
ing of medical faculties directly,
instead of through research or
service channels," he disclosed.

He also encouraged the use of
"a vast resource" of trained para-
medical personnel leaving mili-
tary service to help take some of
the burden off doctors and nurses.

But he said too often they are
blocked "by regulations, restric-
tions or licensing laws that were
designed to protect those already
in the system."

There is "too much medical

practice on the basis of greed
rather than need," Mr. Veneman
maintained. He said there are

"too many people in nursing
homes and other medical institu-

tions who are not there for medi-

cal needs. We have to get incen-

tives on the right end to get them
Out." •

Pensions raised
The minimum retirement pen-

sion in Czechoslovakia has been

raised to an equivalent of $70 a
month. More than 500,000 of the

3.2 million pensioners in Czecho-
slovakia will benefit. The aver-

age monthly pension is equiva-
lent to $118.



Busy corporate execs
often courting fraud

ATLANTA-Corporate execu-
tives who say they're too busy to
supervise insurance buyers are
courting fraud in the opinion of
Donald H. Trautlein, partner in
the Price, Waterhouse & Co. ac-
counting firm.

Mr. Trautlein, speaking to the
Business Insurance Management
Idea Workshop here, said that
lack of review by senior manage-
ment has been responsible for
recently uncovered cases of em-
bezzlement by buyers of insur-
ance.

"No one person should have
sole responsibility for making a
buying decision," he said, "espe-
cially not for a service contract
under which there is nothing
tangible to inventory. It's the in-

surance buyer's job to do the
technical work in determining

D. H. Trautlein

what to buy, when to buy and
from whom to buy.

"BUT IT IS the financial exec-

utives responsibility to review the
buyer's decision and to assure
that the insurance dollar is prop-

erly spent and that it buys a
dollar's worth of insurance."

Though he is an accountant,
Mr. Trautlein advised workshop
participants not to place reliance
upon outside auditors to discover
instances of insurance buying
fraud. "The outside auditor," he
pointed out, "is primarily inter-
ested in the general financial

condition of the company; he is
not auditing every transaction to
uncover fraud. The cost of such

an audit would be prohibitive.
One example of insurance buy-

ing fraud cited by Mr. Trautlein
was the Crane Co. case in which

an insurance buyer set up a
dummy company in Antigua and
channeled to it $870,000 in pre-
miums for bogus excess liability

insurance policies. The company,
according to Mr. Trautlein, was
lucky because it not only re-
covered $520,000 of the illegally
paid premiums but also because
it didn't need the coverage dur-

ing the period it was without
legitimate excess liability insur-
ance.

Another instance involved the

New York City Youth Service
Agency where an insurance buy-
er schemed with a broker to over-

pay insurance premiums by $34,-
000. The buyer allegedly got $4,-
000 of the overpayment to buy an
interest in a race horse.

Both cases were attributed by
Mr. Trautlein to lack of supervi-
sion by financial managers.

POSITIVE STEPS recommend-

ed by the accountant to stop in-
surance buying frauds were:

• Knowing one's subordinates
through pre-employment and pe-

riodic character checks, prefera-
bly checks conducted by outside
experts.
• Knowing one's insurance

broker by making inquiries with-
in the insurance community and
by personal contact.
• Having a clear, written state-

ment of company policy regarding
insurance purchases.
• Creating-in large companies

-an insurance department manual
that sets forth policies and pro-
cedures for purchases.
• Logging insurance policies in

a form that includes information

on the carriers, expiration dates,
premiums and coverages.

IDEA WORKSHOP
HIGHLIGHTS *
• Obtaining a copy of all in-

force insurance policies and un-
derstanding their terms and con-
ditions.

• Confirming coverage direct-
ly with the insurance carrier in
instances in which the policy has
been obtained through a broker.

Continued on page 52

Thomas J.Upton.
wewantyour

ins,urance business.
1 R.B.JONES I INSURANCE .

I In New YA were Benedict & Benedict

Two ways to insure boilers and machinery overseas.

Go to every installation.
Learn the locallaws and

regulations. Learn the social
customs.

Find an engineer. Be cer-
tain he's qualified to conduct
a study of all facilities.

Contact five or six local

insurance companies to find a
lead insurer for your cover-
age. The lead company will
write a policy for, say, 20% of
what you need. Then take
the underwriting information
from the lead company

and try to find enough other companies to
complete the coverage.

Completion isn't always an easy job.
It recently took 29 companies to cover one
factory in Spain. And the other companies
may require variances in terms and condi-
tions in their share of your basic policy form.

When insured equipment breaks
down, your problems may have just begun.
You'll have to deal with machinery that
may have been made in one country but is
repaired in another, with payment for
repairs coming from still another.

Each country has different laws and
legal precedents-what is a recoverable loss
in one country may not be in another.

In many countries loss settlements
take months. And you can't adjust claims
through any single source.

Claims pc[id by foreign companies are
usually in their own local currency. To
convert that money you have to work out an
arrangement with a local bank. But
chances are the currency isn't convert-
ible anyway.

One more thing. When you finally
return home, who's going to stay behind
and be responsible for administering
the risk?

That's one way.

Call A.I.U. We're

fully equipped to write
overseas Boiler cmd

Machinery policies.
We've been handling
overseas risks for more

than 50 years. We are
at home overseas in

more than 120 countries.

We have our own

technicalinspection
service. We have expert
technical consultants.

Our policies are
written on familiar U.S.

forms in English or the locallanguage.
Master policies can be issued to cover many
countries, eliminating conflicting terms
and conditions. And you work with a single
source, no matter how many locations
you have around the world.

That's our way. To make it yours,
simply contact

American International Underwriters
102 Maiden Lane, New York, N.Y. 10005
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Dynamic benefits at XDS eliminate the blahs
ATLANTA-"Some companies

suffer from the benefit blahs.

You know the type. The program
in the dull gray wrapper. Medi-
cal coverage, life insurance, va-
cation, holidays-pretty run-of-
the-mill stuff. We would be

something less than honest if we
didn't admit to being one of the
guilty parties. But that was yes-
terday's benefit package at XDS."

XDS is Xerox Data Systems, a
subsidiary of the Xerox Corp.
The firm employs about 6,700
persons, most of them in the Los
Angeles area.

Earlier this year XDS distrib-
uted to employes a booklet with
the above words written in bold

type on the front page. It was

none too dramatic a way to de-
scribe the overhaul the company
had made in its employe benefits
package. (An earlier story ap-

peared in this magazine May 11.)

THE OVERHAUL included the
addition of two rather revolution-

ary benefits-a college education
tuition reimbursement benefit for

the employe's dependent children
and a round-trip economy class

IDEAWORKSHOP
HIGHLIGHTS ,„*
ticket to anywhere in the world
for an employe and one other per-
son after 10 years of service.

The program is now in full
swing and, according to Charles
S. Adoff, manager of industrial
relations at XDS, preliminary es-
timates indicate the firm will be

able to fund the entire new bene-

fits package-including the two
unique fringes-while staying

within the 20% of payroll range
now being spent by U.S. business
on benefits.

The education and vacation

trip benefits are, of course, the
two fringes that have been ac-
cepted most enthusiastically by
those both inside and outside the

XDS organization. However, Mr.
Adoff emphasized that they were
by no means the only two and
that in designing the benefits
package the firm kept one thing
uppermost in its corporate mind.

"We kept in mind," Mr. Adoff
said, "that every one of our em-
ployes have the same basic
needs. They may be of different

rnagnitude, but they are the sanne
basic needs."

THOSE NEEDS, he explained,
fell into six categories in addition
to salary. They were: savings for

.

Charles S. Adoff

1

-C f

retirement, medical care, disabil-
ity insurance, death benefit, edu-

How Equitable
helps the people
who keep teeth

--3

/0 k 4-,«cars rented
and readers weil-

informed

For over 50 years, Equitable
has protected the employees of
Colgate-Palmolive, the Hertz Cor-
poration and The New York Times

with group insurance.
Theemployeesof107otherfine

companies have been protected by
Equitable just as long. And the list
of distinguished companies keeps
growing.

Why do so many group clients
stay with Equitable? Why do so

- - - --.--7 T
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many new ones come to us every
year? Look at the facts:
• Equitable offers a wide choice

of claim settlement procedures to
meet the soecial needs of clients.

I Equitable offers a broad range
of coverages, flexible enough to
meet each company's oarticular sit-
uation and keep pace with the

changing times.
I Equitable offers a complete
package of services: actuarial, ad-

© The Equitable Life Assurance Sojety of the United States, New York, N.Y. 1970

il
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ministration, plan design, as well as
investment services for pension and
profit-sharing plans.

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

\*9 9eople build a bette+46
THE EQUITABLE

cational expense needs and the
employe's need for recreation.

Xerox Data Systems did of
course have a benefit program in
existence prior to the major
overhaul. It included the usual

medical, life, and long and short
term disability plans. However,
he said, something more was
needed if the firm was to "meet

the needs" of its employes, many
of whom are computer compo-
nent assemblers who live in de-

prived sections of Los Angeles.
Moreover, he added, XDS was

looking for something that would
"attract and retain employes," as
well as a benefits program that
was "oriented to family needs."

Under the new and improved
package finally worked up, the

Continued on page 52

Salaried . ..
Continued from page 23
supervisory personnel, it had to
pay them in the same way. How-
ever, two factors-a high rate of
turnover and high absenteeism
-dictated that TI design the
plan to keep costs down and to
gradually build to full salary sta-
tus through length of service.

Here's the way it works: After
a year on the job, workers are
given three day's absence per
year with pay; from three to four
years' of service they're given
five days per year; after five
years they're given five days per
occasion.

Reasons for payment can be
personal illness, illness in the
family or urgent personal busi-
ness-supervisors are given wide
latitude to decide if the excuse is
valid. TI is self-insured for the

first five days of the absence but
has bought disability insurance
to cover 50 % of base pay for the
first 26 weeks for workers with

less than five years service and
75 % for workers with more than
five years.

MR. STACKPOLE said that
the insurance company acts as a
watchdog and provides better
control.

"Psychologically, it's not the
same as a true salary," he admit-
ted, "but after all the compro-
mises if you close your eyes as to
where the checks come from the
workers are more or less on sala-
ry."

After three years TI still has
"mixed feelings" among some
managers as to improved produc-
tivity, absentee rates and atti-
tudes toward jobs. "Overall, I be-
lieve it has been a plus," Mr.
Stackpole said.

"We had a good public reae-
tion, and a good employe reaction
after an initial oversell in corn -
munications. Giving people some-
thing they should have had long
ago can create a negative attitude.
It's important to be careful not
to create expectations that won't
come true. I'm afraid we did.

"But that's another story," he
concluded. •
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There's more than one reason. Just

as there's more than one reason why
Clark's international operations have
grown to thepointwhere investment over-
seas is over $65 million and sales of Clark

trademarked products outside the United
States and Canada are more than a quar-
ter of a billion dollars.

Some call it foresight. Others attrib-
ute it to production, marketing, service,

experience, knowledge, or good manage-
ment.Whatever the reasons, Clark utilized
the same kind of know-how when exam+

ining its insurance requirements.
In particular, they wanted a foreign

insurance underwriter big enough to han-
die their business. One with offices

spread throughout the globe. But most of
all, an underwriter with experienced,
knowledgeable people who wouldn't get
lost in the insurance markets overseas.

They picked AFIA. Not for one rea-
son. Not for the more than 225 offices

abroad. Or the more than 3,000 employ-
ees. Or the more than 50 years of expe-
rience and service. But for all of these

and more. Enough reasons to answer
each of Clark's needs. Just as 87 of the

top 100 companies in the United States
with operations overseas did this year.

Whydoes Clark Equipment
insure with AFIA

AFIA

WORLDWIDE INSURANCE

World Headquarters: 110 William Street • New York, N. Y. 10038

U S branch offices: Chicago • Dallas • Houston • Los Angeles

• San Francisco • Washington, D. C.
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Round two of Campaign GM:
Pressure on insurance companies

ATLANTA-Camfaigr. GM, in
round two of the drke k make

General Motors more socially re-
sponsible, will put pressur= on
insurance companies Ic vote their
giant blocks of GM stock "to
mandate new priorities" fe the
giant auto firm.

Philip W. Moore III exec-itive
director of the GM Trciect, Dld a

group of corporate ins-:rance ex-
ecutives here that "we would ex-

pect insurance companies :c con-
sult with you not only on how to

vote their General Mc,sors stock,
but also on the responsibilities of
the insurance industry gene.ally.

"And in the course cd the cam-

paign we expect tha. the cur-
rent practices of the insurance

industry in a bread range of is-

-5 3

Philip W. Moore III

sues will be re-examined We

enlist your help in this effort-to

force insurance companies to re-
examine their own practices,"
Mr. Moore stated at the first an-

m-al Business Insurance Manage-

ment Idea Workshop.
MR. MOORE revealed that

campaign Gl\I "has been studying
the insurance industry and its
property and liability coverages
of universities and churches " He

contended "the situation is so tad

:hat one federal administra:or

has said that most private uni-
versities will be forced out of

business. As the cost of insurance

and deductibles rise, these uni-
versities cannot get loans, or

grants, and there is an obvious
market limitation on the tuition

:hey can charge."
He said · in Mississippi insur-

ance has been canceled on 61

ntegrated schools. "These cancel-
lations apparently stemmed from
:he Jackson State disorders The

-9"n

reascning seems to be that inte-
gra -i)n creates a propen5ity for
vio. ence in Mississippi and there-
fore .s an uninsurable risk.

'Other universities around the

couniry have nad similar experi-
ences. Stanford University is re-
ported to nolv have a $500,000
de6uctible, whi:zh makes it vir-
tually uncovered. And the Uni-
ver:tty of Cincinnati's deductible

IDEAWORKSHOP
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has gcne up from $100,000 to
$250 000 and the premium has

risen from $33.0)0 to $132,000-all
in one year--despite the fact that
there has not been a single claim
arising out cr ,student disorders.
The insurance companies appar-

ently adopt this posture because
of the Kent State disorders, and
apply it to all Ohio colleges," Mr.
Mcore stated.

'These new and quite arbi-

trary insurance practices are

matters of great concern to uni-
versity and church administra-
tors. And I believe that they
should be of great concern to the
public at large. For what this
means is that universities cannot

integrate and churches cannot
have community programs-all
because of certain insurance

practices.
"IF INSTEAD, the insurance

con*nies took steps to allevi-
ate the wrongs that increased the
risks, their own social contribu-
Con would be immense. But un-

der the current practice, insur-
ance companies are permitted to
hide behind a business facade to

justify socially destructive in-
surance practices," Mr. Moore
charged.

He said that Campaign GM
(officially known as the Proj ect
on Corporate Responsibility) will
approach the insurance compa-
nies as large institutional inves-
tors in General Motors and not as

insurers. "And I expect that you
will approach insurance compa-
nies as an insurer, not an inves-
tor. But I point to insurance
companies here because it is a
matter of common cdncern to all

of you, and because the issues of
responsibility that we raise with
General Motors are issues that I

think apply to all industries whose
business decisions have a funda-

mental effect on our lives.

"I hope that in your future
dealings with insurance compa-
nies you impress upon them the
responsibility they have to make
decisions that contribute to the

long-range goals of the nation
rather than the purely short-
range goals of the company."

Judging from the questions put
to Mr. Moore after his formal

talk, Campaign. GM won't be able
to count on much support from
corporate insurance executives.
Workshop participants here be-
rated him for taking an anti-
business stance and a downright
unfriendly attitude toward insur-
ance companies, which they gen-
erally seemed to support.

Some questioners suggested that
Project GM go after unions in-
stead, and Mr. Moore indicated
they would probably be next on
his list.

One executive found about the

only area of consensus between
the audience and Mr. Moore
when he said that "government
has been a miserable failure and

we're the only hope left." Mr.
Moore replied: "I think this may
be true."

Do/bee...
Continued from page 30

primary layer. Upjohn self-in-
sures the layer between $1 mil-
lion and $6 million, with the ex-
cess policy picking up everything
over $6 million up to the $70
million limit Mr. Dolbee said he

hopes the company will have
shortly.

This, he said of the general
liability cover, is also purchased
on one rate throughout the world.
Claims are handled by AIU on
the spot and are paid in local cur-
rency.

The cost of this plan is about
10% below the cost to purchase it
in country, Mr. Dolbee said, not-
ing however that liability cover-
age is not available in many
countries and where it is avail-

able terminology is unclear.
Wherever possible, premiums

are being collected locally. "How-
ever, since much of it is on a non-
admitted basis, payments will be
paid in the U.S. and hopefully
the expense prorated back to the
countries of operation. I assume
there will be some problems in
this area, but feel they will be
minor," he said. •



Court rules underwriting pool
must give full cover to ghetto firm
NEW YORK-The New York

state supreme court has rul"ed
that the state superintendent of
insurance has the right to compel
wary insurance companies to

give extended coverage to busi-
nesses in depressed areas.

The significance of the ruling
may well be that buyers oLin-
surance who have had difficulty

obtaining coverage for property
in high risk neighborhoods, de-
spite the fact that insurance
pools have been created to give
just such coverage, may now be

able to obtain desired protection
more easily. Though the case is
still under appeal, one broker
pointed out, "It is the first time
the N. Y. Property Insurance Un-

derwriting Assn. will be doing
the job it was created to do."

The ruling, handed down by
Justice Arnold Fein, ordered the
New York Property Insurance
Underwriting Assn. to grant
$400,000 worth of extended cov-

erage to a Buy-Rite Discount
center located in the notorious

Bedford-Stuyvesant section.

THE RULING also upheld the
provisions of an amendment to
the state insurance law designed
to protect businesses in ghetto
areas and to increase the ern-

ployment of ghetto residents by
firms in their areas.

The Buy-Rite store was in-
sured for $400,000 and applied to
the Underwriting Assn. to have
that amount doubled. When the

application was rejected by the
association, Buy-Rite appealed to
state insurance superintendent
Richard Stewart through its bro-
ker, Kalvin, Miller, Meyer &
Sachs, Inc. The Buy-Rite chain
has had no trouble insuring stores
in other neighborhoods.

In hearing at the insurance de-
partment, a spokesman for the
Underwriting Assn. testified that
normal underwriting standards,
such as construction of the build-

ing and susceptibility to fire,
were taken into consideration be-

fore the underwriting committee
reached its decision to reject the
application. He also pointed out
that discount stores are high on
the list of undesirable risks be-

cause they are frequently crowd-
ed, have narrow aisles, have
stock confined in a small area
and use much floor space for

display, adding to the congestion.
The president of Buy-Rite Dis-

count Centers, Inc. testified that
if insurance coverage was limited
to $400,000 for the store, his busi-
ness operation "would be serious-
ly and adversely affected." He
also claimed that 85% of the
store's employes were residents

of the Bedford-Stuyvesant area.

CHARLES POLANSKY, speak-
ing for the applicant, argued that
the association had abused its dis-

cretionary powers in rejecting the
application for more coverage
because the association's own in-

spection report showed no specific
dangerous conditions at that par-
ticular store. He also testified

that the underwriting committee
should transcend normal stand-

ards and consider sociological fae-
tors since the association was cre-

ated for just such considerations.
In reaching his decision, the

hearing officer stated, in part,
"Underwriting standards to be
used by the Underwriting Assn.
should not be the 'normal' stand-

ards used in the open market but
should be standards tailored to

the types of risks which are not

placeable through normal insur-
ance channels, taking into con-
sideration the commercial and

social factors which necessitated

the creation of the Underwriting
Assn. in the first instance. In

short, I find that the Underwrit-
ing Assn's. decision to refuse
placement of the additional con-
tents coverage was arbitrary and
should be overruled."

The Underwriting Assn. ap-
pealed to the state supreme court
for a stay in Mr. Stewart's direc-

tive until they took it to the ap-
pellate division, stating that Mr.
Stewart was forcing them to give

coverage ' on property that was
"more than usually hazardous."

In handing down his decisibn,
which also refused to postpone
the directive, Justice Fein com-
mented, "The interest of the peo-
ple of the state is manifest. It

should be unnecessary to belabor
the point with respect to this or
any. other plan to correct social
and economic conditions in dis-
tressed areas.

"AN ADEQUATE market for

Sony Vic eo.:
Tle.Eye o
Hurricane
Cami e
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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

Z.

fire and extended coverage in-
surance, the two lines essential to
mortgage and mercantile finan-
cing, is necessary to attract pri-
vate capital to central city areas,
and also to keep businesses in
such areas."

Justice Fein also felt that

granting the stay "might very

well deprive the people in dis-
tressed areas.of employment and
the opportunity to improve their
own economic and social stand-
ing and their neighborhoods."

Mr. Polansky, of Kalvin, Mil-

ler, Meyer & Sachs, Inc., told
Business Insurance after the rul-

ing was handed down that the

reason the ruling was significant
was that "for the first time, peo-

ple are looking at the sociological
need for providing insurance in
depressed areas. It is the first
time the Underwriting Assn. will

be doing its.job." -
When asked if he thought the

ruling would force the under-
writers to give coverage to many
other businesses in ghetto areas,
Mr. Polansky replied, "I think it
will change their thinking. Even
though the association is sup-
posed to be nonpartisan, it isn't.
It' is a partnership of insurance
companies who still think and act
like insurance companies who
are wary of insuring buildings in
these areas."

The case will now go to the ap-
pellate division. •

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
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cause Keeshin assumes liability male employes into the loop Stu-

speaking of security for passengers under a self-in- dent nurses and those living in
surance program. residence halls use the car when

"TNe have an excellent security they have shopping to do," Mr
system for protection of nurses Stefansky said, "and volunteers

New safety benefit for female worker and other women who work at and other nurses use it to reach

Michael Reese," a source at the public transportation and com-
hospital said "When the 11 pm muter trains "

could increase employers' liability shift comes on our own security The car, driven by a hospital
cars park at the bus stop and employe, makes nme runs from
watch over the women coming the hospital every day, from 8.40

CHICAGO-Sending working Bell's liabdity for the we_fare of bility," he continued, "and the and going " a m to 10 30 p m

women home safely at night in the operators company's point of view is that Three squad cars continuously As to how this affects Mt Sin-

taxicabs or limousines may be a "We have a case in litigation at the transportation for night work- patrol the Michael Reese area ai's liability for the women, Mr
step forward in personnel securl- the moment on this very sub- ers is an optional benefit and does and, according to a nursing ad- Stefansky said, "No one is com-
ty, but at least one Chicago em- Ject," he said "Three of our op- not make us responsible for our ministrator, "the public is more pelled by the hospital to take
ployer may have opened a new erators were beind taken home female employes portal to portal " than aware that the hospital se_ advantage of this benefit " He
area of liability by providing saf- from work one night and one of Illinois Bell lS self-insured for curity is very tight " admitted, however, that since no
er lourneys them, Lucille A Lasso, was in- workmen's compensation coverage legal precedent had been set the

At Illinois Bell Telephone Co, lured in the cab She filed suit At Presbyterian-St Lukes hos- STEVE STEFANSKY, director area -of responsibility was still
where women are employed before the Illinois Industrial pital evening nurses and volun- of facilities and supportive serv- gray

around the clock, a program has Commission The case has been teers are driven to ar.d from pub- ices at Mt Sinai hospital, de- At Woodlawn hospital most of
been designed to take night-shift completed," the spokesman said, lic trar sportation stops by the scribed its transportation system the nurses drive to, and from
telephone operators to and from "our brief has been filed and we Keeshin Charter Service Inc A as a benefit that not only pro- work Floodlights in the parking
work in taxicabs Since the com- are now awaiting the decision of securit/ spokesman for the hos- vides safety for the nurses and lot keep the area well lit all
pany picks up the transportation the arbitrator pital s: id that their contract with volunteers but also a personal night and a guard house in the
tab, a spokesman for the company the chirter service relieves them service "The hospital owns an middle of the lot iS manned 24
was asked if this extends Illinois "OUR ATTORNEYS denied ha- of hatility for the women be- 11-passenger vehicle to take fe- hours a day For those employes

who ride the bus a guard is al-
ways maintained near the stop

Cls BE PACE AT SOUTWNEST GAS IN VEGAS while they wait

There is no parking lot for the
employes at St Francis X Cabri-
ni hospital but security guards
walk nurses to their cars, which

night "We have two of our own
SOU-[lt\NEST'S

PEEXY AND

CHIEF EXEC,

rnust be parked on the street, at

guards on duty per shift," said
Yvonne Tschirky of the hospital's
personnel department, "and dur-

WILLIAAA 1*=S 61 tl ing the 4 pm to midnight shift
1 U* 24 the police department has a man

LAUB, in our area almost constantly "r:txs=Z ' -

5110\Ks-n#EWAY  EXTRAC·noM DERDRATION In view of the current women's
I

. 4'*-41% Ar LAS VEGAS liberation movement, perhaps this
benefit will engender a backlashIN-IME NATURAL Gdc 1**

GAS: INDISTRY i 288 -men may now begm demanding
'r**ZIP free taxi rides and escorts to and

fi om their cars .
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BANFF Alberta-Mortgage In-./f sNCE RE -roOK CRARGE
surance Co of Canada lS expecteddFV IN 1964 AL,MoST SelfCOASUAAER  / to introduce a lease guarantee in-

MOfLE CUSTOAAERS ARE
967#ED BY -mE,Rl,972 surance program for industrial and
MILES- OF TRANSMISSION commercial property within the

*r
·. LINES AND GAS MAING next few weeks

R J Ryan of MICC told a
meeting of the Canadian Assn of
Real Estate Boards that the pro-

X , gram was designed to insure a1.Xt . *13924- 918.-2-- > 5 I -moUG ¢(T j continuing income to landlords,
< HS A«ME -h regardless of what happens to
\T wAS"LOB" 3 the tenant's business

/

. Under the plan, the tenant's
credit status is raised so financ-

. ing for the project will be better
At the same time, landlords will
be able to provide better security
for mortgage payments because

1 4. .iAot'3 1 <55-r- J they can assign the policy to the
.'B. mor]Uu- lender
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for owners to sell income proper-
ties and help developers in fi-
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dustrial projects "
Eligible for the program's cov-

erage will be leases on shopping

«F /* center premises, warehouses, free-
standing outlets and office build-
1ngS

Coverage will be available for

j POSPQALIZAIi a minimum of five years and a
ON  ,-k -liUr-1-\ maximum of 15 with premium

1,

\L=1 COVERS 1 rates ranging from 5 % of the
1 F 4'

tsr/1 PENS10 annual guaranteed rental for five

 BUT siu LAu@ 1*KES 71(E year coverage to 4 % for 10 years

TIME 16 SEE -*UrSOUTI,WESTS PLAN and 35% for the 15 year cover-
EMPLOYEES aEr 714EZ BEST IN age

1 REZIREMENI' PLAUS AND GROUP - f Pointing out more advantages
INSURANCE.-*'NE PLACE rr ALL- of the plan, Mr Ryan said, "TheWEnt MONY;71(FR SERVICEAMP
SEMENS ARE OUTSTAUDING.'" lease guarantee policy will ele-
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u¢A'*"m'<00.-- vate the credit status of compe-

tent operators of srnall firrns,

Serving Amencan industry with the finest m group life, hospital, surgical and major medical mu. ance, pension and profit-sharing plans
M0NY thereby enabling them to com-

pete with larger businesses for
MUTUAL OF NEW YORK

the more desirable locations and

TheMuluol lAi InwroIceCompany Of New iolk
premises "



She// Oi/ Co. benefit:

Expense-paid move to
sunny Houston, Texas

HOUSTON-One of the more

unique employe benefits offered
this year by a major corporation
may well have been an all-ex-
pense paid move from the crowded
environs of New York City to the

open expanses of Houston, Texas.
When Shell Oil Co. decided to

move its entire operating head-
quarters, including the insurance
department, to Houston it did not
just lock up and send its em-
ployes home to the Bronx and
Westchester County. The firm de-
cided to transfer everybody. And
at an expense estimated to be in
the neighborhood of $25 million.

Though corporate headquarters
for Shell will remain in New

York, the insurance department
move was total. "Everyone in the
department came to Houston,"
explained W.F. Reed, Shell's in-
surance manager, "except one fel-
low who retired."

The insurance department will
still do business with its New

York brokers, Alexander & Al-
exander Inc., and there are no

problems expected in the fore-
seeable future, according to Mr.
Reed. "With communications what

they are today and air travel as

easy as it is, we will conduct busi-
ness as usual," he went on. He did
admit, however, that he will have
to make a few extra trips back to
New York in the future.

THE MOVE from New York to

Houston, a distance of about
1,600 miles, is almost completed
and both equipment and operat-
ing headquarters personnel are
being moved with comparative
ease. The equipment is being
moved in vans and trucks and

people are receiving liberal mov-
ing benefits from the company.

When the plans for the nnove
were first announced, Shell initi-
ated an orientation program for
all employes who wished to be
transferred, a list including every-
one from top executives to file
clerks. The program explained
the decision to move by pointing
up some of Houston's advantages,
such as the fact, according to the
Department of Labor, that a fam-

ily of four can live 22% more
cheaply in Houston than they can
in New York.

The company set up an exhibit
which included maps, slides, pho-
tographs and literature pertain-
ing to Houston and a model. of
the new Shell building there.
Two-hour orientation meetings
were held for small groups of
transferees which explained the
company's relocation policies and
gave information regarding such
things as moving and buying and
selling houses.

Shell paid for a one-week
house-hunting trip to Houston
for any employe being trans-
ferred and covered commissions

and closing costs involved in sell-
ing a house, as well as the same
expenses incurred in buying one.
The company also arranged for a
housing brokerage agency to buy
an employe's home in New York
if he had not been able to sell it.

This move gave the employe
some equity for a downpayment
on a Houston home. All moving
costs were absorbed by the com-

pany. Each employe also received
two-thirds of a month's salary to
cover such expenses as carpeting,
appliance installation, car regis-
tration and other moving inci-
dentals.

A RELOCATION center was set

up in Houston to greet all arriving
employes and give them informa-
tion on housing and mortgage fi-
nancing. One of Shell's financial
department men was assigned to
the center to guide employes to

sources of money for mortgages.
Financial institutions in Hous-

ton were receptive to the Shell
move.

In all, about 1,200 employes

were transferred after about 700,
who did not desire to be trans-

ferred, were either absorbed into
corporate headquarters positions
or resigned, m
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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 your 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.

C fL

ASSOCIATED AVIATION UNDERWRITERS
Aviation Insurance

90 John Street, New York, N.Y. 10038
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Directors and officers of any organization can be sued.
No matter how innocent they aFe.

In most states, you can be sued if you'Ie an officer
of a private religious charity and somebody ttinks
you've exceeded your authority. You c:n be sued if you
sit on the Board of Directors of a public corporrtion
and some stockholder thinks you've missed too many
meetings. No matter who you are, you car. bD sued for
things you never dreamed of. Or things you never
dreamed of doing.

But until recently, the only people who co.ild get
insurance through their organizations were directors

i

.T '. -

16Jt

and c fficers of the 1:rgest public corporations. Smaller
and non-profit corp mtions weren': eligible.The smaller
they were. the harder they fell. And fall they did.

But even when they won a case, rhey lost. Law>ers
and wasted time cost money.

Now we're at.e to consider e/cry single director
and c fficer of every single organization in the Unit.d
States and Canada. Large or small. Public, pripate,
non-profit, and fam.ly-owned. And we already write

American Home Assurance Company
Member of American International Group, Inc.

1

+

*2 *.1 2:

96*

more Directors and Officers Liability Insurance than
any other domestic insurer.

Send for our booklet. Then talk it over with your
insurance agent or broker. Write: American Home
Assurance Co., Dept. A-14,102 Maiden Lane,
New York, New York 10005.

No matter how much'on the side of the angels
>oll Lire, there are going to be times when a stockholder
or a member of your organization is going to look like
the Devil himself.



business insurance/perspective
Risk managers -
should you specialize?
by Bion H. Francis,
manager of benefits planning,
Colt industries, New York, N. Y.

Bion H. Francis

 SOMETIMES think that the position ofrisk manager is one of the best posi-
tions in a company for training executives.
The risk manager should be familiar with

the plant layout and operations of a com-
pany, with the flow of materials through
the production lines and out to customers

as finished goods, and with the reverse
flow of money from customers through
the company to its suppliers, employes
and others.

'Risk managers may develop and grow-but their growth

tends to remain within their status as risk managers.'

In some ways the risk manager must
know more about the company than any-
one else in it. There are many executives
who know more about particular aspects
of the company and its operations than
does the risk manager, but there are few

who have his broad knowledge of the
company and its operations. This may re-
fleet the fact that the risk manager is

frequently the smallest unit that must deal

with the entire company and its opera-
tions.

This would indicate that the position of
risk manager is advantageous from the
viewpoint of training executives. I do
know some insurance managers who have

risen to high positions within their com-
pany. But these seem to be exceptions.
Risk managers may develop and grow-
but their growth tends to remain within
their status as risk managers.

FIRST, LET'S LOOK at the situation

from the viewpoint of top management. If
you talk with the top executives of a
company, you find that they may have
production problems, they may have fi-
nancial problems, they . may have sales
problems-and in recent years they may
feel they are acquiring social problems of
a high order. But generally they don't
have insurance problems.

Insuirance? Yes, we have a man who
takes care of that. As risk manager you

are the man. If they have confidence that
you are doing a good job, they are usually
happy to leave you alone to do that job.
You are taking care of what otherwise
would be one of their headaches.

You will note that in this there is no

thought that you are receiving training
that can prepare you for a higher position.
In effect, management tends to look at the
risk manager as a specialist. I remember
reading that one principle to follow in
arriving at a top corporate position is this:
"Never be a specialist." Never!

You may say: "This is a fine time to tell

me that. I am a risk manager-and there-
fore a specialist. What should I do about
it?"

Probably the first thing you should do
about it is to review yourself, your abili-
ties and your desires. You have undoubt-

edly seen discussions of what you need to
be a good risk manager-a knowledge of
insurance companies and policies, a wide
acquaintanceship in the insurance field, a
background in engineering, law, account-
ing, mathematics, personnel, and corpo-
rate organization, an ability to deal with
many men in many fields, and to coordi-
nate their actiivties in that peculiar type
of liaison activity that I sometimes think
is the heart of risk management.

I LOOK AT those requirements and
consider again the tendency of manage-

ment to regard the risk manager as a
specialist. Perhaps, to be a specialist in
this field you must be a generalist. This
may throw additional light on the advan-
tages of the risk manager's position in
training executives.

But beyond these qualifications there are
other things to consider. Ask yourself: "Do

I want to be a specialist? Or do I want
to be a generalist?" If you want to be a
specialist, there is no problem. As a risk
manager you have what I believe to be

one of the most interesting j obs in the
country as a specialist. It is a position of
great responsibility that permits your own
personal growth and development of a high
order.

But suppose you want to be a general-
ist. You may feel that you have potential
that gbes beyond what you can achieve as

a risk manager. How do you go about
breaking out of your position as a special-
ist?

FIRST, I repeat that the position of risk
manager has many advantages from the
viewpoint of education and personal de-
velopment. You should do your best to
take advantage of this. As a risk manager
there are occasions when you must deal
with top management. When you do, con-
sider top management and its problems
and responsibilities. When you deal with
management, do so as a generalist dealing
with their problems, rather than as a
specialist dealing with your own problems
and technicalities.

Of course, as a generalist, y6u must
always have an eye to a better position
either in your company or in some other
company. There will be hazards involved.
But if you take the position that you
intend to be a generalist, one of the things
you nnust accept is a greater degree of job
insecurity.

In all this there is a message for the
company that is looking for a risk manag-
er. What is the company looking for? A
candidate for higher position? Or a man
who will settle-as a specialist-into his
harness as a risk manager? The answer to
this question should depend what you are
looking for-a generalist or a specialist.

To both of you-company and risk man-
ager alike-I wish every success! •

If you ship by sea be sure to insure
by William H. Rodda, president,
Marine /nsurance Handbook, Inc.,
Chicago, ill.

William H. Rodda

 MEMBER of the United States ArmedForces, when returning to the U.S.
from Europe, decided to ship his automo-
bile back to America. He arranged for
carriage by sea with one of the regular
ocean carriers. Unfortunately, the ship
was involved in a collision and sank,
along with its entire cargo, including the
automobile. The automobile owner was

very much disappointed when he made
clairn against the carrier for the value of
the car and was told that the ship opera-
tor had no liability and would not pay for
the loss of the car.

Persons who are not familiar with

ocean cargo practices may not know that
the liability of carriers by sea differs
greatly from the liability of carriers by
land for cargo in their custody. The prin-
ciple originated hundreds of years ago
that ship owners and cargo owners are
joint ventures in a hazardous uhdertak-
ing. Where there is no lack of diligence on
the part of the ship operator, the cargo
owner cannot collect from the ship opera-

= 5.*ilift,twr-*SS

tor for loss of cargo. Ship owner and
cargo owner take their own chances that
the voyage will be successful.

This long-standing rule of maritime law
has been reinforced by the Carriage of
Goods by Sea Act enacted by Congress in
1936. Similar acts are in force in the

principal maritime nations of the world.
The carrier, the operator of the ship, has
specified responsibilities and exemptions.
It is not liable for loss of cargo if it can
prove that due diligence was exercised as
required.

THE CARRIER is bound before and at

the beginning of the voyage to exercise
due diligence to: make the ship seawor-
thy; properly man, equip and supply the
ship; and to make the holds, refrigerating
and cooling chambers, and all other parts
of the ship in which goods are carried, fit
and safe for their reception, carriage and
preservation. The carrier is also required
to properly and carefully load, handle,
stow, carry, keep, care for, and discharge

14%2'gwl

the goods carried.
It is important to note that the require-

ments for equipping and preparation of
the ship apply before and at the begin-
ning of the voyage. Occurrences that af-
feet the safety of the voyage and that
happen after the voyage has started are
not charged to the carrier if there is no
privity on the part of the carrier. The
burden of proof is on the carrier to show
that it did exercise due diligence to pre-
pare the ship for the voyage. This is
reasonable because the carrier ordinarily
would be the only one having knowledge
of what measures were taken to prepare
for a safe voyage.

This limitation of the liability of an
ocean carrier is further delineated in the

act by 17 exemptions. The carrier is not
liable for loss resulting from any act,
neglect, or default of the master, mariner,
pilot or servants of the carrier in the
navigation or management of the ship.
This is quite different from many situa-

Continued on jotiowing page
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market, and inherent vice, and theft and of the shipper, and inherent vice or the An extra charge is made for this The

Shipping... pilferage as distinct from assailing nature of the property Referring to the question to be determined by the shipper
thieves " Theft losses under an ocean ma- serviceman who shipped his automobile is whether to declare the full value and
rine insurance policy traditionally are from overseas, had he shipped the car pay the extra charge or to accept the
those from theft by violence, or what overland by railroad, he could have col- limited recovery from the carrier and buy

Continued from preceding page would be considered burglary or robbery lected for his loss The railroad as a com- his own insurance to cover the remaining
tions on land m which a principal gener- on land It may be possible to secure mon carrier is responsible for almost any- difference
ally is responsible for acts of his agents or insurance coverage for some of these ex- thing that can happen to cargo in its The person or firm that has only occa-
servants cluded perils by special negotiation with custody, includmg a wreck siokial shipments would usually find lt

The carrier is further exempted from the underwriters and for the payment of An act of God is a natural occurrence easiet to declare the full value to the
liability for loss by fire unless caused by an extra premium such as a storm, or earthquake An act of carrier and pay the extra charge The
fault or privity of the carrier, perils, dan- Cargo policies are usually sublect to a the public enemy is an act of a nation at person or firm that is shipping regularly
gers or accidents of the seas, act of God, deductible under the designation of a war, not the act of an ordinary criminal and in large quantities ' usually will find
act of war, act of the public enemy, warranty to be free frorn .particular av- The common carrier may be liable for that insurance from an insurance compa-
seizure under legal process; quarantine erage " The dedLetible and the amount loss due to one of the exempted causes if ny will be cheaper than to pay the extra
regulation, act of omission of the shipper charges of the carrier
or owner of the goods, strikes or lockouts, IT SHOULD be pointed out that the U S
riot or civil commotion, saving or attempt- 'The important principle to be followed by shippers is to find post office is not a common carrier for
ing to save life or property at sea, Inherent parcel post The post office has no liab 111-
vice or quality of the goods, insufficient out what responsibility rests upon the carrier. ty for shipments unless there is govern-
packing or marking of the goods, latent ment Insurance Here again the shipper
defects, and any other cause arising with- has to decide whether he should buy gov-
out the fault or privity of the carrier or are subject to negotiation with the under- lt was negligent in connection with the ernment insurance on parcel post ship-
his agents or servants writers loss. A flood is an ac= of God, but a ments or buy private insurance The deci-

It is important that the coverage in- railroad might be negligent and therefore sion may bo made on the basis of the
THIS LONG LIST of exemptions for clude a warehouse-to-warehouse clause liable if it did not remove freight cars frequency of shipments and whether pri-

the carrier of goods by sea causes one to when the goods are shipped from an in- frorn the path of an impending flood vate insurance 15 cheaper and less bother-
wonder Just when a cargo owner could land location or are destined to an inland An important privilege of common ear- some
collect from the carrier for loss of goods at location This clause provides continuous riers on land lS that of limiting the dollar The important principle to be followed
sea The answer lS, not very often There coverage from the time the goods leave amount of their, liability Express ship- by shippers is to find out what responsi-
may be rare circumstances in which a the original point of shipment, even though ments, for example, are frequently limit- bility rests upon the carrier Is the carrier
carrier has allowed a ship to sail without inland, until final delivery at final desti- ed to $50 or 50 cents per pound unless liable for cargo in its custodyp If it is
sufficient crew or provisions, or with some nation Presence of this clause in the pol- a h_gher value is declared Bills of lading liable, are there limits on the dollar
other defect, that would make the carrier ley prevents any gaps in the continuity of for freight shipments by railroad, truck or amount of liabilityp Then an intelligent
liable However, this is unusual The ship- coverage airl_ne usually have a limit by dollar decision can be made whether to declare
per of goods by sea rnust carry insurance amount or by a limit per pound The the cargo for its full value and pay the
on his cargo to protect himself against the THE RESPONSIBILITY of a common shipper should always inquire what his extra charges or to buy insurance In the
possibility of a loss at sea camer by land lS much greater than that limit of recovery lS under the bill of case of shipments by sea, the decision

The usual cargo insurance policy covers of a carrier by sea Common carriers by lading usually will be to buy insurance In the
against loss from fire and from perils of land in the U S are exempted only from case of shipments by land, the decision
the seas Pollcies are likely to exclude war liability for loss caused by acts of God; MOST COMMON carriers by land pro- usually can be made on the basis of the
risk, riots and civil commotion, contami- acts of the public enemy, exercise of pub- vide for a full declaration of value, with relative cost and the amount of trouble
nation from other cargo, delay or loss of lic authority, fault or neglect on the part full recovery to the shipper in case of loss involved

surance from the wrong direction This

Private insurers and was the traditional approach used by
Lloyd's of London when it insured sailing
ships There had to be a loss-say a sunk-
en ship-before insurance applied But

prepaid medical plans in health care, so much should be preven-
tative In the past neglect has been a big
contributor to poor health-neglect stem-
ming from a fear of possibly large expen-

by John C Jans, ses However, very few people will object
senior vice president, to spending $2 for whatever services they
accident and health division, need from a modern and well-equipped
CNA insurance, Chicago, 1// clinic "

WHEN AN INDIVIDUAL enters a elin-

medical clinic for the nominal charge of vides clinic care through arrangements le, he presents his plastic card and his
$2, the program has encouraged preventa- witn more than 20 Independent clinics in V1Slt lS recorded in much the same way as
tive health care and early treatment Los Angeles and surrounding communi- a gasoline purchase The clinic forwards

The program was originated by Duane ties the slips to Union Bank, which handles
Dwyer, president of American Medical The individual selecting Plan I chooses the IBM processing, billing and payment
Services, an organization with contracts a c.mic, usually the one most convenient, to the clinic
with clinics to provide comprehensive and receives a plastic identification card The doctor checks the treatment given
general and specialized medical care on a He may then go to the clinic whenever he on a form devised by Mr Dwyer, which
capitation prepayment basis Mr Dwyer wishes for $2 a visit, wh.ch may cover, for allow him to compare capitation pay-
also heads Lifetime Insurance Financial example, an entire physical examination ments with what would have been
Equities Inc, a Los Angeles insurance There is no additional charge for inject- charged had the patient not been covered
agency, and has similar programs under- ed medicines, refractions for glasses, X- This gives an effective cost control and
way with other insurers ray examinations, lab tests, physiothera- can and does demonstrate to clinics that

py, or surgery There is a $90 fixed charge capitation benefits their incomes
THE DUAL CHOICE medical program for obstetrical, including pre- and post- Smaller groups have moved faster than

is a variation of the Kaiser Steel system natal care, normal delivery and Caesarean larger firms to take advantage of Dual
originated several years ago Kaiser built section Plan I also provides hospitaliza- Choice, Mr Sutton said, but the program
its own hospitals, staffed them with sala- tion coverage, underwritten by Continen- has been presented to many large compa-
ried doctors and offered health care to its tal Casualty Co. This offers 80 % reim- nies and lS being considered by several
employes on a prepayment, per capita bursement for most hospital expenses to a currentlyJohn C. Jans
(capitation) basis Kaiser's program was maximum of $7,500 and includes special Most Dual Choice groups have sub-
so successful it had to begin turning away benefits for travelers and for emergencies scribed in the last three months Groups
outside groups and enterprising insurance now in the program Include Diamond Set-
agents and companies sought means of PLAN II is entirely underwritten by ters Guild, Pre-School Assn of Southern

C AN A PRIVATE insurer play a role in applying the Kaiser experience to tradi- Contmental Casualty and is the more tra- California, Socoma Cos Inc, Workmen's
medical delivery system with a pre- tional health care insurance ditional program, providing 80% reim- Circle Cultural Center, Ventura Musicians

payment, capitation approachp If a pro- Under the Dual Choice medical pro- bursement of covered professional serv- Union, Terrace Medi-Centers and Owner
gram now underway in California iS any gram, each employe group lS offered a ices and hospital expenses, to a maximum Operators
indication, the answer may be "yes " choice of two health plans, with the con- of $15,000

The Dual Choice medical program in- dition that at least half of the Individuals Experience shows there are significant- John C Jans w a sen= vice preadent in
troduced in California by the general choose the capitation plan, called Plan I, ly less hospitalization expenses under charge of accident and health for Contmen-
group division of Continental Casualty Co Under Plan I, a fixed annual fee for each Plan I When a large percentage of a tal Casualty Co, a member of the CNA
in cooperation with American Medical individual is paid in advance to the clinic group choose Plan I, substantial discounts insurance group He has been with the
Services Inc., Aug 1, 1969, is proving of his choice The employer normally pays can be offered The capitation plan seems organization slnce 1946, when he started as
exceedingly promising More than 3,500 all or part of the fee, approximately $10 a clearly to benefit the subscribers a fleld supervisor He es a graduate of
individuals are now covered under the month for an individual and about $35 for Here's what Harold L. Sutton, the CNA Marquette Unwersity He :s a member oj
program, an effective and unusual combl- a family The fee is paid monthly in insirance executive responsible for activi- the board of dtrectors of Valley Forge Llfe
nation of capitation, broker and insurance advance for medical care, whether needed ties in connection with the plan says Insurance Co, a member company of the
company Because a subscriber can visit a or not American Medical Services pro- Ne have been approaching health in- CNA group
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Chances are, your business has
only planned for employees' accidents
during the business day.

You forgot that leisure time
activities are a major cause of death
for people under 40. The very group
you can least afford to lose.

But CNA knows anything can
happen, at any time.

That's why we offer a 24-hour
Accidental Death and Dismemberment

policy. One of the best fringe benefits
your employees can own.
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Disaster
isrit a 9 to 5

proposition.
It gives them up to $100,000 of

all-day protection. If they want it to,
it will even cover their entire family.
Whichever way, group rates keep
the premium low.

It's good for you, too, because
it doesn't have to cost you a cent.
Our AD&D is fully payroll deductible.

So by completing the protection
your employees need, you become
a hero. For nothing.

Ask your CNA agent about our
All-Accident AD&D plan.

When you look after your
employees' best interests, you're looking
after your own.

Haveityourway
:-CNA /insurance

i=CNA/insiininCC TRANSCONT INENTAL INSURANCE COMPANY • TRANSPORTATION INSURANCE CDMPANY • VALLEY FORGE INSURANCE CO • VALLEY FORGE LIFE INSURANCE CO. • CNA INVES TOR SERVICES. INCORPORATED. a'C7UA enterprise
DEPT. i SWZ • 310 SOUTH MICHIGAN AVENUE • CHICAGO, ILLINOIS 60604 • CONTINENTAL CASUALT' COMPANY • AMERICAN CASUALTY COMPANY • NATIONAL FIRE INSURANCE COMPANY OF HARTFORD i



44/business insurance, October 26, 1970
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INSURANCE

For the risk without precedent

For the unusual risk

To simplify the involved risk

To supplement basic coverages

Multiple Line
FOR AGENTS and BROKERS

'on

open
circle

company

CAMERON and COLBY CO.

60 Batterymarch Street, Boston, Mass. 02110

Telephone 617/357-8400

Reviews theory that tanks' sizes
influenced risks in 3 explosions

LONDON-Technical experts port is highly technical, but these many months, and even years, to
report. electrostatic discharge as a are some of its conclusions: complete but every effort is be-
p)ssible cause of the explosions The size of the tanks in these ing made to assure the feedback
to three large oil tankers last very large carriers involved cer- of data to the tanker industry
December, but are also probing tain changes in traditional de- with the minimum of delay.
theories that the actual size of sign, and these, rather than the Business Insurance understands
their vargo tanks may have in- sheer size of the tanks, could that although the main experi-
flilenced the risk factor. have contributed to the casual- mental work in this program will

These opinions are contained ties. be undertaken by the oil industry,
in the official report of the Inter- It cannot be stated with any contact has been made with sev-

national Chamber of Shipping on degree of certainty that their size eral specialist organizations out-
the incidents, released to Busi- alone was a contributory factor, side the industry to enlist their
ness Insurance. but investigations are by no aid as well.

Lord Geddes, chairman of the ·means complete. One line of inquiry pursued by
chamber's tanker committee, ex- An electrostatic discharge re- the research team was based on
pects the findings to be reviewed mains as a distinct possibility as the feeling that mist produced by
by she maritime safety commit- the cause of the ignitions, and in the breaking up of the water. jets
t€e · cf the Intergovernmental order to obtain more definite in- used for cleaning the tanks would
Maritime Consultative Organiza- formation, a detailed study of the carry electrostatic charges.
Gi6n. as they include recommen- whole process of static charge But the riddle of the triple ex-
dations for future procedures in generation has been started. plosions remains unsolved in this
clear-ing tanks on "jumbo size" THIS TEST program will take interim report. a
crude oil carriers.

HE TOLD Business Insupance:
"The International Chamber of
ShiEping attaches the utmost
impor-=ance to tanker safety. It is
also impc rtant to continue with
the intensive research that has

gc ne on throughout the world
shipping industry to find more
clearly the conditions which pre-
vail inside cargo tankers in these
ve.y large carriers.

<'I believe that if the report's
suggestions are adopted they
should be of benefit in avoiding
further explosions during tank
washing operations."

BL: he emphasized that this is
only an interim report, published
:f-er six months' intensive re-

search into the explosions on the
tankers Marpessa and Mactra,
bo:h cwned by Shell, and the
Kong Haakon VII, on charter to
British Pe:roleum.

Experts are pressing on with
mere research, and further re-
Ports U,ill be issued when addi-
tional knowledge is available.

MOST OF the data in the re-
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Bachelor fights leave
for pregnant workers

OTTAWA-In what can only be described as a rap in the
sc·lar plexus to the forces of Women's Liberation a group of
Canadian mining men recently attacked the government's pro-
posal to pay unemployment insurance to women taking mater-
nity leave as being discriminatory' against the financial joys of
bacherlorhood.

E.R. Mather, an Ontario mining executive who felt that his
marital status was his own business, asked a Commons labor
committee hearing on a white paper on unemployment insur-
ance, "Why should everyone take the responsibility for preg-
nancy? I think most of us would agree that pregnancy is more a
matter of choice than ever before.

"If you pay benefits for pregnancy," Mr. Mather pointed out,
"you're requiring other workers-bachelors, for example-to pay
for insurance they're never going to need."

Mr. Mather voiced his opinion as the Ontario Mining Assn.'s
labor relations committee presented a brief containing several
objections to the white paper changes.

While the mining associations brief took issue with the
opinions of other employer groups in supporting the govern-
ment proposal to impose higher premiums on employers with
high layoff patterns, it agreed with the majority of employer
groups in saying that pregnancy, retirement and sickness bene-
fits should be classified as welfare measures and should not be
drawn from the unemployment insurance monies.

A spokesman for the group, inan attempt to assuage the bad
air stirred up by the word "welfare," suggested that the
payments be referred to as "health benefits." He also said that
the benefits were a good thing but should be administered
through the Department of Health and Welfare.

Fire alarms ...

Continued from page 19
through the use of a balanced
circuit between an exposed and a
sealed ionization chamber, each
containing two electrically
charged plates and a minute
amount of radium 226. Alpha
rays produced by the radiurn
ionize the atmosphere in each
chamber, causing a smal electric
current to flow between the

charged plates. Under normal
conditions, the flow of current
between the plates in each cham-

ber is equal, and a balanced state
exists in the detector.

When a combustion product
enters the exposed chamber, the
effect is a decrease in current

flow in this chamber, thereby
creating an imbalance with the
current flow in the sealed cham-

ber. Electronic circuitry detects
this imbalance and signals an
alarm condition to the appro-
priate signal initiating circuitry.

Photoelectric smoke detectors

can warn of fires before flames

reach the danger level. By de-
tecting the presence of smoke in
the air, precious extra minutes
can be gained which can mean
the difference between life and
death.

This device responds directly
to visible smoke concentrations

and is activated when smoke en-

ters a controlled porosity air fil-
ten scattering light into the view
of a photoconductive photoelec-
tric cell. This triggers solid state
circuitry which energizes an
alarm relay. A normally ener-
gized trouble relay drops out in
the event of power or circuit
failure. A subdued red pilot light
indicates normal operation.

More than 100,000 separate
openings adrnit smoke but ex-
clude dust and insects. This de-

vice employs a commonly used
pilot lamp, operating on reduced
voltage as the light source for the

photocell, thus insuring long life
and minimum maintenance. Two

detectors are often operated in
series to obtain greater coverage.

The photoelectric detector is
recommended for use in areas

where it is not practical to em-
ploy the ionization type detector
due to high ambient concentra-
tion of combustion products (in
garages, furnace rooms, welding
areas, etc). Also it may be desir-
able to use the photoelectric de-
tector in areas where the mate-
rial expected to burn would

quickly produce very dense visi-
ble smoke.

All detectors are usually de-

signed to produce a trouble sig-
nal if the detector head is acci-

dentally or purposefully removed
from its mounting base. Many
detectors include both heat sen-
sors and smoke sensors in the

same enclosure. .



Government negotiations on private
insurers' '71 health care rates drag

NEW YORK-Insurers of the

various federal employe health
benefits programs have blamed
asked-for increases in the multi-

million dollar premium tab now
under negotiation on rising costs
of medical services and their de-

livery.
A research project devised to

analyze past results and predict
future trends in the cost of

health care, entitled the Miller-

man & Robinson Report, estimat-
ed earlier this year that the cost

of health services in the U.S.

would increase about 25% during
the next two years. The report
indicated that this annual 12 %

"deterioration" was past recent
experience and was expected to
continue at this rate.

The premiums paid for these
services to insurance carriers for

the 8.2 million federal employes
covered by health insurance are
collected from withholdings from
payroll checks (76.9% of the tab)
as well as from contributions

from the government ( 23.1 %).

A CURSORY examination of

the increase in premium volume
paid to the insurance carriers

over recent years indicates a rate
of "deterioration" different from

the estimates of rises in health

costs in the Millerman & Robin-

son report. In calendar year 1968,
for example, collected premiums

and supplemental premiums paid
to carriers from contingency re-

serves totaled $671.1 million, ris-
ing to $774.8 million for fiscal
year 1969.

Following the results so far in
calendar year 1970, the Civil
Service Commission (CSC) esti-

mates that it will have paid some
$958 million to insurance carriers
covering 38 different health

plans. These increases show little
sign of improvement in the fu-
ture. Two additional health bene-

fit plans are scheduled to go into
effect-Jan. 1 next year, bringing
the total in operation to 40.

Currently, an unmarried indi-
vidual enrolled under the Blue
Cross-Blue Shield federal em-

ployes health plan (it's the larg-
est with some 1.6 million enrol-

lees) pays $5.57 bi-weekly for
the low-option plan. The federal

government contributes another
$1.68 every other week. The Blue
Cross-Blue Shield high-option
plan (self as well as family)
costs the worker $13.59 bi-week-
ly, with the government contrib-
uting $4.10-during the same pe-
riod.

Negotiations are now under-

way between the various insur-
ance carriers and the federal

government over new rates for

the coming year. (Rates are
structured on a calendar year ba-
sis.) Reports from inside the CSC
indicate that several carriers are

asking as much as a 20% hike in

premiums for calendar year 1971.
Although none of the carriers
underwriting federal employes'
health insurance plans surveyed
by Business Insurance would ad-
mit to asking for such high pre-
mium increases, all of them ex-
plained several reasons for the
rate increase.

THE RATE-MAKING pro-

Dedure between the government
and carriers is somewhat differ-

ent from that between carriers
and most employers.

"The carrier brings in his pro-
posal," said Gordon Brown, an
actuary in the bureau of retire-
ment, insurance and occupational
health under the Civil Service

Commission, "then the federal
government comes up with its

own. We carry our own actuarial
staff for that. In general, the dif-
ferences between the two propos-
als, if any, are then negotiated in
some compromise," he explained.

These negotiations between the
carriers and the federal govern-
ment have been going on for an
unusually long time this year,
everyone agrees. Andrew E.

Ruddock, director of the Bureau
of Retirement, Insurance and Oc-
cupational Health, declined to re-
veal what his own estimates

were for the premium increase
fcr calendar year 1971. "We feel
that we will have the negotia-
tions completed by the end of the
month (October), however," he
added.

"One of the biggest factors con-
tributing to our premium needs
is the 'open season,' each year,"
Norton W. Chellgren, associate
actuary of the group division for
Aetna Life Insurance Co., said.
He explained that the term re-
ferred to a period granted to fed-
eral employes each year during
which they could change to any
health benefit insurance plan
they wished from one in which
they were currently enrolled.

Aetna is the chief underwriter

for a large federal employe health
benefit program called the "Gov-
ernment-wide Indemnity Plan."

"PRIOR TO the last.open sea-
son," Mr. Chellgren pointed out,

"we had about 540,000 enrolled.
Now we have about 470,000," he
added. Aside from the diminished

premium base caused by the
defection of a large number of
plan members, there is also an-
other problem.

"After the end of the open sea-
son, if you gain a number of new
enrolles, you have little idea as to
what the medical quality of these
new risks will be in the coming

year," Mr. Chellgren explained.
He indicated that the insurance

carrier had to "stay loose" in the
event there were extreme changes
in the primary estimates.

Inevitably, these changes cost

money when they appear, he
said. "In 1968 we had to ask for a

30% increase," Mr. Chellgren
stated, "Our medical costs simply
overran our expectations."

"Well, some increase is neces-
sary on January 1," said Elmer
Rasmussen, vp for group insur-
ance at Continental Casualty Co.

the 7'

better way fi:lie

in response to an inquiry as to
how much of an increase his

company was asking the govern-
ment for 1971. Continental Cas-

ualty received $1.25 million in
premium volume for its health
plan covering U.S. postmasters.
"There are a lot of factors you
have to take into consideration.

Inflation, hikes in hospital and
medical costs-all of these things
have to be figured in," he said,
declining to venture a figure on
what next year's rates will be.

MR. RUDDOCK, director of
the government bureau of retire-
ment, ventured an explanation of
the rates' "seemingly extreme
fluctuations."

"Our contracts with the car-

riers are experience-rated. The
premiums depend on the particu-
lar plan's experience along with
an estimate based on this experi-
ence of what will be required for
the next year." •

Weup the performance
of Group Insurance Dollars.
Considering how long we've been at it, and
how successful we've been, it would be easy
to sit back on our laurels and simply say,
"Group Insurance? We wrote the book." Cer-
tainly more than one competitor has taken a
leaf or two from it.

But we try to look at Group Insurance with
a tomorrow viewpoint. We question the tried
and true by asking - "Can we increase your
coverages? Can we reduce your costs? Can we
do it better than we did it yesterday?"

With this "Up Group" approach we have
come up with the answers and the business.
Now, we'd like to see if we can up the per-
formance of your Group Insurance dollars.

Have your agent or broker call one of our
Group Offices or write Mr. Robert W. Steven-
son, Vice President (Group Marketing), Union
Mutual Life Insurance Company, 400 Con-
gress Street, Portland, Maine 04112.
*OurthankstoMr.Townsendand his"Up the Organization"

UNION
..../-9,-I

MUTUAL v#'
LIFE INSURANCE COMPANY

Theycall usthe"Up Group"
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Workshop participants evaluate Atlanta session
IDEAWORKSHOP the future, though." you felt your time was well

same responsibilities as myself. I compact arrangement of the pro-
would like to see shorter hours in gram as well. In every session

spent."

- HIGHLIGHTS *

Jack Hollander, Manager, Risk
Analysis Department, E. H.

Crump Co., Memphis, 'tenn.: "I
found the workshop very useful
because I learned how corporate
risk managers are thinking these
days, what the future holds for
them and what they plan for the
future. The combination of pro-
grams and simplification of

things for the employe is an ex-
tremely interesting subject these
days."

B. G. Collins, Employment

Manager, Chatham Manufactur-
ing, Elkin, N. C.: "It was a real
fine workshop. One of the most
comprehensive I have ever at-
tended, in fact. There was an
excellent faculty and I was im-
pressed with the knowledge of
the people who spoke. There was
very little hedging done by any
of them. I was especially inter-
ested in hearing and sharing
ideas with other workshop par-
ticipants, as well as the faculty,

about what is being done in ben-
efit plans around the country. As
small a world as North Carolina

is, we still have to be competitive
with the rest of the country."

f '

Let's face it, while we might not
agree with everything they said,
you have to think about these
things."

EBASCO Specialists Provide Services. No Insurance Sold.

EBASCO SERVICES INCORPORATED
NEW YORK

100 Church Street

New York, New York 10007

(212) 344-4400

A. Walter Lukens Jr., Corpo-

rate Insurance Manager, Teleflex

Inc., North Wales, Pa.: "I thought
the workshop was excellent,
really. The speakers were good
and the subjects interesting. Rep-
resentation by speakers from
some small companies might be
appropriate in the future, but
overall the ones that were there

were good. The idea of having
some faculty members speak on
social issues made us all think.

Lawrence J. Salerno, Corporate

Insurance Manager, Mack Trucks

lIne., Allentown, Pa.: "From my

point of view I would rather
have seen more subjects on pure
risk management. I am not too
interested in the consumer issues

when I come to a business work-

shop. I had a tough time re-
straining myself from getting up
to rebut them a couple of times.
But I did get a lot cf value out of
talking to people who have the

New company will write
title insurance on airplanes

SAN FRANCISCO-A new in-

surance company, Aircraft Title
Insurance Corp., has been estab-
lished here to write title insur-

ance on airplanes.
"This coverage is long over-

due," explained Matthew E. Kel-
ly, a director and chairman of
the executive committee of the

new company. "You would be
amazed," he said, "at the air-
plane ownership problems that

EBASCO RISK MANAGEMENT consultants approac
FIRE PROTECTION STUDIES with the same creativ

and competence that are the recognized marks of
all theirwork in loss prevention.

WHEN YOU CANT PREVENT

...PROTECTf

They provide fire protection counselling in all
stages of planning and operation. They offer
assistance in the design of facilities and through-
out the construction period. They set up or
conduct continuous appraisals of maintenance and
fire prevention programs. They consult on computer
analysis of hydraulic system networks.

Through EBASCO dependable guidance is available
on achieving realistic protection-in coordination with
your risk management program.

WASHINGTON

1625 Eye Street, N.W.

Washington, D.C. 20006
(202) 737-3240

CHICAGO

100 South Wacker Drive

Chicago, Illinois 60606
(312) 346-3438

CANADA

250 Bloor Street East

Toronto 5, Ontario

(416) 923-0931

SAN FRANCISCO

44 Montgomery Street
San Francisco, Cal. 94104

(415) 433-2930

BERMUDA

P.O. Box 1617

Hamilton, Bermuda
Telephone: 1-3973
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arise almost constantly."
The new firm will provide

service to banks, lending institu-
tions, dealers and buyers of air-
craft.

ACCORDING to Mr. Kelly, the
company is "the natural out-
growth" of the former Insured
Aircraft Title Service Inc., which
was founded in 1963 and has

searched and reported on more
than $5 billion worth of aircraft
titles. The new firm will make it

possible to insure lenders of the
title to their security just as do
land title companies.

The new firm received its in-

surance charter from Joe B.

Hunt, Oklahoma state insurance
commissioner. The company will

do business internationally. It was
chartered in Oklahoma because the

Federal Aviation Administration

Aircraft Registry is based in Tulsa.
This Registry perfcrms the same
function as U.S. county court
houses because, und2r federal law,
all documents affecting title or in-
terest in aircraft or their engines
must be registered.

Mr. Kelly said an average of
about 5,000 transactions a month

are recorded at the aircraft reg-
istry in Tulsa.

William Hunt will be president
of the new company and San
Franciscans David A. Dixon and

John J. Ford III will be on the

board of directors E.long with Mr.
Kelly.

The company is capitalized at
the required $400.000 and will
self-insure up to $25,000. Mr.

Kelly has arranged to reinsure
with Lloyd's of London. I

Crime 'profits'
Security experts estimate that

Britain's criminals made a profit
of $150 million last year from bank
robberies, pay snatches, truck hi-
jackings, and factory thefts.

H. R. Rossell, Manager, Insur-
ance Department, Sun Oil Co.,
Philadelphia: "The workshop took
the broad spectrum route. There's

no question about that. A couple
of times I toyed with the idea
that it might not be appealing to
me, but I found it of general in-
terest in the end."

r

/

l_l
John F. Wilke, Secretary-

Treasurer, Wigwam Mills Inc.,
Sheboygan, Wis.: "My general
reaction is that it was very well
planned and very well run. The
subjects were broad enough and
I was very impressed with all the
speakers. They were the tops in
their fields. I was also happy that
there were some very intelligent
questions asked by the partici-
pants in question and answer pe-
riods. That, of course, is half the
battle in workshops. I liked the

Craig D. Collings, Assistant In-
surance Manager, Hughes Air-
craft Co., Los Angeles: "In gen-
eral the conference was good-
enlightened. A lot of the material
has been helpful. Some, of
course, was not. I'm in aerospace
and we have some rather unique
programs, but overall many of
the presentations seemed to have
a financial bearing on my job. I
would like to see a bit more time
allowed in the schedule for inter-

change among participants ear-
lier in the day." •

Riot prescription:
Lock doors, pray

SAN FRANCISCO-The

proper prescription for a riot
during a druggist's business
hours was presented here to
250 delegates to the 11th an-
nual Pharmacy Management
Conference at the Jack Tar

Hotel.

The conference, sponsored
by the Northern California
Pharmaceutical Assn., heard
from Berkeley druggist Jack

Foley, whose Rexall Owl
drugstore at 2312 Telegraph
Ave. has been in almost the

direct center of University of
California off-campus dis-
turbances.

"The drug store owner's
safest course in a riot," Mr.

Foley declared, "is to simply
lock the doors, close any
vents that might let in tear
gas, and say a little pray-
er."

Your next

insurance manager
is probably reading
business insurance

right now
He may be an employe benefits, risk or insurance man-
ager, treasurer or director of personnel. So, if you are
looking to fill that important position of responsibility in
your organization why not run a display Career Opportu-
nities ad in the publication that reaches more such spe-
cialists than any other. Let us help you with your execu-
tive search. This ad costs only $162.00.

business insurance
740 Rush St., Chicago, 111. 60611

. . . reaching 35,000 plus specialists, including in-depth
penetration in the 13,000 leading U.S. corporations.
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Union chief advocates

NEW YOR K-With the re-
minder that he was speaking for

his own union, and not all un-
ions, Thomas E. Boyle, president
of the International Chemical

Workers Union, told a meeting of
the Council on Employe Benefits
that the concepts of variable

benefits and portability would be
stronger and more to be reckoned
with in future negotiations.

Mr. Boyle, addressing the 24th
annual conference of the council,
told rnernbers that variable bene-

fits should, and probably will,
become an important feature in
collective bargaining sessions.

"The United Auto Workers

strike going on right now is a
prime example," Mr. Boyle said.
"Older workers want a 30-and-

out retirement benefit and there

will be no settlement without it.

The younger workers, less con-

cerned with retirement, want an
immediate pay increase and there
will be no settlement without that

provision. Variable benefits bar-
gaining could easily satisfy both

HE RECOGNIZED the fact

that variable benefits are consid-

ered an "administrative night-
mare" by many persons involved

in benefits programs, but he
questioned some of the fears ex-

pressed against the concept. In
answer to several questions from
the floor, Mr. Boyle pointed out,
"For one thing comprehensive
major medical plans do not cover

all of the employes' needs. The
trade-off concept is necessary to
induce young people into the

work force. If the plan includes
$400 special surgery and only
$200 maternity, a 22-year old

worker who just got married
couldn't care less. However, if he

could trade special surgery for
maternity benefits, he might be
more easily brought into the
work force."

He said, "I think employes are
capable of making their own
choices toward the type of bene-
fits they want and need. Today's
worker is much more educated

and sophisticated than was his
predecessor."

Mr. Boyle's union recently
passed two resolutions regarding
the portability aspect of pension
plans, as well as their funding.

rhe resolutions read, in part:
• "The ICWU supports the

passage of federal legislation that
would make it mandatory for all

employers to maintain . pension
plans for their employes with
benefits adequate to insure a de-
cent retirement for their em-

ployes.
e "The ICWU supports pas-

sage of federal legislation requir-
ing the vesting and portability of
private pension plan benefits to
the end that, like Social Security
benefits, they will not be lost as

a result of changing jobs.
• "The ICWU supports feder-

al legislation that would regulate
the investment of private pension
funds and insure the members of

the plan against mismanagement
of their pension monies.
• "The ICWU supports pas-

Age of federal legislation that

would insure the full funding of
terminated plans without the loss
of benefits to the members of the

plans."

MR. BOYLE told the members

f the council that since he con-

sidered pensions as deferred

wages or, in effect, savings ac-
counts for the employes, he felt
that the portability aspect was of
high importance. "Surely, the
portability feature is important,"
he said. "An employe should be

able to take his earned benefits

with him if he changes jobs."
He said that both portability

and variable benefits would be

negotiated in the future in collee-
tive bargaining sessions. That was
important because "collective bar-
gaining is the key factor in em-
ploye benefits. Group life is now
universal in collective bargaining
sessions and other benefits, such
as dental and automobile insur-

ance, are on the way," he said.
"Granted," he went on, "vari-

able benefits may not work. But
they should be worked at."

Regarding other areas in the
benefits field, Mr. Boyle said,
"Occupational health and safety
should be part of the job, not part
of the benefit program."

A FEW WORDS ABOUT ALL
TliAT INSURANCE MONEY
YOU GIVE AWAY.

, 13<U/44

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

Does this sound like found money? That's exactly what it is and
when necessary.

/ v' you should have your insurance buyer or broker contact us
right away.

 Before you give away more money call:
e ROBERT F.@LEMANINC.
j *08 | SEND FOR • Workmen's Compensation • Public LiabilityH .* 1 OUR FREE • Accident Control Specialists since 1923

BROCHURE 120 East 23rd St., New York, N.Y. 212-777-4210

James Stewart is Chairman of Frank B. Hall.
So why should he answer his own phone?

We're not short on help. lt's iust that everybody
at Frank B. Hall & Co. answers his own phone when-
ever possible.

We're one of the largest insurance brokers in
America, and we know that this kind of person-to-per-
son contact means a lot to our clients around the world.

And you don't have to make a dozen phone
calls for your different insurance needs. One account
executive is responsible for every phase of your insur-
ance program, from risk analysis to claims settlement.
He is an obiective and cost-conscious advisor who

works as a member of your staff.
If you're a new business looking for a total insur-

ance program or an established company looking for
more direct, more efficient service and benefits, give
us a ring. And if a man answers, don't hang up. It may
be the Chairman of the Board.

Average Adiusters-Employee Benefits Consultants-Actuaries

67 Wall Street, New York, N.Y. (212) 944-3300 and offices in Chicago,
Los Angeles, Son Francisco, Oakland, Portland, Ore., Seattle, Anchoroge,
Honolulu, London, Oslo, Hong Kong, Adelaide, Brisbane, Melbourne,

Perth, Sydney • Service Facilities Throughout the World

Frank B. Hall&Co.: the insurance brokers you can talk to.
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Health plan ...
Continued from page 3
home and other custodial care,
psychiatric care, dental care and
certain medicines as well as medi-

cal appliances.
The Kennedy bill stipulates

that providers of the health serv-
ices will be paid directly by the
health security program. Hospi-
tals and other institutions will be

paid on the basis of approved
prospective budgets. Independent

practitioners ( doctors, dentists,
podiatrists and optometrists) may
be paid by their choice of several

methods including a fee for ser-
vice, per capita retainers, or a

combination of methods. Compre-
hensive health service organiza-
tions (like group practice plans)
may be paid by a per capita re-
tainer or by a combination of pay-
ments to hospitals.

SUCH INDEPENDENT provid-
ers as pathology laboratories, ra-
diology services, pharmacies and
and providers of medical appli-
ances would be paid by methods
specifically adapted to their spe-
cial needs and characterists un-

der the proposed bill.
A board controlling the funding

of the various segments of the
Kennedy bill's program would es-
timate in advance the total amount

needed to pay for services, for pro-
gram development and for ad-
mininstration, making the r.eces-
sary allocations. These allocations
would be sub-divided among vari-
ous categories of services. This
scheme would handle the tradi-

tional cost-control problems in the
system by rechanneling expendi-
tures now being made so that ex-

isting funds may be used more ef-
ficiently.

In addition the bill's program
would establish national stand-

ards more exacting than Medi-

care for participating individual
and institutional providers. Inde-
pendent practitioners must meet
license and continuing education
requirements. Hospitals would
have to establish utilization re-

view and affiliation arrange-
ments

"The most important thing
about the Griffith and Kennedy

bills," said Mr. Brindle, "is that
they provide for incentives and
disincentives to guide the steady
improvement of health care serv-
ice." One of the specific provi-
sions he mentioned was the plan
to provide substantial extra com-
pensasion to medical personnel
willing to work in disadvantaged
areas.

"WE ARE NOT merely con-
cerned with financin g," Mr.
Brindle said, apparently taking a
swat at the Medicredit scheme.

"Our health care delivery sys-
tems must become much more

SchiM ierhune
has over

10,000 clients
doing business in
the major cities

ofthe world.

fLos cAngeles is one
of those cities.

Salliti Terhune
S. George Levi & Co.. Inc.

WORLD WIDE INSURANCE BROKERS

efficient and effective if they are
to meet our needs," he pointed
out

Another speaker expressed a
more moderate view. Skeptical at

not seeing any co-payments or
deductible provisions spelled out
in any of the proposed legislative
measures, John McCabe, presi-
dent of Michigan Blue Shield in-
dicated a hesitancy about radi-
cally changing the present health
delivery systems, even though they
are noticeably ailing.

He warned his listeners that

the debate over just what to do
about health care in the U.S. is

only getting started. "There are
three things you'll have to watch
out for," he pointed out. "First of
all, most of the arguments that
you will hear will be along polit-
ical lines and probably for politi-
cal reasons. You can also expect
the sudden emergence within a
short time of a whole slew of

experts on all subjects concern-
ing health care. And don't forget
the pressures of an aroused con-
sumerism-this will be brought
to bear on the matter, too," he
said.

Mr. McCabe stated that he felt

any national health insurance
system "shquld have some inter-
mix between the public and pri-
vate sector. We have to have this

only in order for it to work," he
said. "We need heavy increases
in all categories of the manpower
supporting our medical care de-
livery systems. Our current logis-
ties system won't be sufficient to
handle the problems in the fu-
ture.

"WE MUST USE our intelli-
gence in coming up with a tech-
nique of transaction," he said, in
an apparent slap at former gov-
ernment efforts in Medicare and

Medicaid. "The government has a
history of developing a crisis-
making technique to handle a
crisis," he explained. He noted
that the U.S. has "no collar" on

cost increases. "Sweden, for ex-
ample, has seen its health care
costs rise much faster than those

of the U.S. (Sweden has a uni-
versal health care coverage sys-
tem administered by the govern-
ment.) The treatise that the gov-
ernment's intervention will help
to contain health costs is simply
not realistic," Mr. McCabe said.

Such a program will obviously
create more demand for services

since it will put adequate health
care within reach of many more
people. "Every extension of health
coverage has traditionally activa-
ted the health awareness of the

individual," Mr. McCabe pointed
out. In order to satisfy these needs
great care in shifting out the ne-
cessary priorities must be taken,
he said. "Don't be over-sold that

this national health insurance

gambit these bills propose will be
a panacea. There is simply no
master stroke to solve this prob-
lem," he said.

The cost of health care in the

U.S. has reached $70 billion, Mr.
MeCabe noted and is destined by
1975 to account for $100 billion
and employ nearly five million
people. Reiterating his private-
public sector combination ap-
proach, Mr. McCabe warned again
of the great deal of obfuscation
of the whole area the public
must face. "We have to say 'yes'

to dealing with the issues, and at
the same time say 'no' to some-
one else's ideas," he indicated,
adding that practicality might be
needed to temper the fever of the
idealism in order to realize its
necessary goals.

Also at the Council on Em-

ploye Benefits' colloquy on health
insurance was Daniel W. Petten-

gill, vp of the group division of
Aetna Insurance Co. Late last
year, Mr. Pettengill made a pro-
posal for the possible solution of
the health care crisis in the U.S.

before the House ways and

means committee in Washington.
In it he asked that the govern-
ment foot the bill for those who

currently cannot afford adequate
health service today.

THESE "beneficiaries" would
include the poor, near poor and
uninsurables on a voluntary basis
through private insurance com-
pany pools subsidized by the gov-
ernment. This process is similar to
the assigned risk pool concept cur-
rently being underwritten by the
federal government to take care of
previously "redlined" businesses
such as ghetto merchants and the
like.

Mr. Pettengill began his talk
by making clear what he felt
were the limits of government's
responsibilities in the area.

"They must recognize the prob-
lem, study it and encourage the
private citizenry to solve the
problem, entering the action only
after the private sector has indi-
cated it will not or cannot do the

job," he said.

He charged that Medicare, a
current specimen of government
medical insurance, was not ad-
ministered nearly as efficiently
as the majority of commercial
insurance plans are. He empha-
sized two principles that must be
followed in any really effective
campaign to improve the health
care dilemma: planning for health
expenditures on a local level and
the widespread creation of and re-
liance upon ambulatory outpatient
care centers.

"We only have so many dollars
to go around. We must introduce
a much greater degree of con-
scious decisions," he said, citing
the apparently ill-advised popu-
larity of the heart transplant
(each with the copious price of
$100,000) in the face of its lack
of success as compared to the

variety of other pressing needs
for the money within the same
field.

Mr. Pettengill called for the
development of an Administra-
tion-level council of health policy
advisors much similar to the cur-
rent President's council on eco-

nomic policy. Such a group, he
said, would help to provide the
executive guidance needed in
such a large problem area on a
regular basis.

Car dealers to pay

for excess premiums
SAN FRANCISCO-A ra-

ther well known northern

California new car dealer,
who understandably wishes
to remain nameless, recently
suffered through the trauma
of an audit by the Internal
Revenue Service that result-
ed in a plaintive warning to

dealers accustorned to pro-
viding group insurance cover-
age.

It seems that in instances

in which the auto dealership
provides such coverage and
pays the premium, the deal-
er must report as taxable in-
come all premiums paid on
his behalf by the dealership
on all group life amounts in
excess of $50,000.

In other words, premiums
on the finst $50,000 of group
life insurance are not consid-

ered taxable income to the

dealer or the key employe cov-
ered. Premiums on amounts

over $50,000 are and the
amount of the premium must
be computed from rate tables
supplied by the IRS, based on
the dealer's attained age.

So, warns the audited
dealer, "be careful where you
have several group life pro-
grams overlapping."



Social concern self=insures the future:
ATLANTA-American business

has been urged to self-insure its
own future by raising priority lev-
els of social concern and by reach-
ing for higher levels of social re-
sponsibility.

A no-premium insurance pro-
gram for future growth and sta-
bility of business was offered to

Herbert D. Smith

participants in the first Business
Insurance Management Idea
Workshop by Herbert D. Smith,
vp for public affairs of Uniroyal
Inc.

Mr. Smith challenged the no-
tion that business is not a social
institution, saying, "I believe that
the business community is better
equipped to accept its social
challenges than any segment of
the society, but it cannot solve all
of its problems by itself." He
called for joint action by govern-
ment, the public, labor and insti-
tutions of other kinds.

"BUSINESS NOW has two op-
tions," Mr. Smith declared; "it

can stand on the sidelines and

continue to act in its traditional
way and probably add another
chapter to an embarrassingly
long list of causes on which it
has failed to act, or business can
become an integral part of the
most exciting and potentially
fruitful period in its history."

Among the issues that Mr.
Smith believes need attention

from industry are war and peace,
inflation, the state of the econo-
my, the university crisis, the en-
vironment, consumer protection,
law and order, the urban crisis,
minority problems, drug abuse
and the preservation of the profit
incentive.

Mr. Smith atttibuted the depth
of our problems in part to a lack
of communications between the

business community and stu-
dents. Many young people, he
said, believe that business and
"The Establishment" make re-

forms only when threatened with
outright violence. "The Estab-
lishment," on the other hand,
seems at a loss to understand
what the dissent is all about and

is dismayed that students express
little, if any, appreciation for the
general affluence of our society.

"I do believe," Mr. Smith con-
tinued, "that business must take
more initiative in the communi-

cation of facts; it must become
less defensive and more creative

and more positive. In the final
analysis, I believe business com-
municates by the way it treats
the public in the marketplace, by
the causes that it supports and
by those that it opposes." He sug-
gested quality products and serv-
ices as the best way for business
to communicate with the public.

Ad man gives guide to
benefits communication

ATLANTA- I m not so sure,"
the advertising man was saying
"that the benefits of Alka Seltzer

aren't better known to your em-
ployes than the details of your
new pension plan."

Al Ries, president of Flies, Cap-
piello Colwell, a New York ad-
vertising firm, was telling risk
management and employe benefit
executives at the first Business

Insurance Management Idea
Workshop how to use Madison
Avenue techniques to motivate
and communicate with employes.

And, as one workshop partici-
pant observed after Mr. Ries sat
down: "Well he practices what he
preaches and there's no doubt he

communicated."

Madison Avenue techniques, as
the ad agency prexy described
them, number ten. A line or two
about each follows:

• Simplify: Keep kids in mind,
Mr. Ries said, quoting a favorite
of Col. Harlan Sanders, the fried
chicken magnate-"Keep it sim-
ple, stupid." Illustrating what he
meant with an example, Mr. Ries
noted that the 48-page booklet
describing his firm's group insur-
ance plan and furnished by the
Travelers Insurance Co. has many
thousands of words more than the

Declaration of Independence. One
paragraph in the book-a single
sentence of 145 words, in fact-
"simply tells us we can't collect
twice," he said.

• Compare: Compare your
company's benefits with those of-
fered by others. "Unless you spell
out advantages, your employes
might not necessarily assume you
have a better plan. They're likely
to assume the reverse."

• Symbolize: Whenever possi-
ble use symbols in communicat-
ing benefits. He called the Trav-
elers' "little red umbrella" a good
example of this.

• Visualize: A picture of a
nurse, for example, registers
much more quickly with em-
ployes than does n-u-r-s-e.
• Anirnate: "Many of you

have probably thought of an em-
ploye benefit movie-until you
got the production costs. You can
get a video recorder and play
back unit for less than $2,000
tcday and make your own," Mr.
Ries said.

• Dramatize: "Billions of dol-
lars are being spent on fringe
benefits. This deserves a little
show biz," he said. For instance,
a flag on a new employe benefit
booklet saying something like
"benefits increased 32%!" is
much more likely to draw the
employe into that booklet.
• Personalize: "Your own

name is probably the most musi-
cal sound you've ever heard in
your life," the ad man said. Per-
sonalize communications to your
employes.

• Commemorate: Fiv e-y ear
pins, ten-year pins, 20- and 25-
year parties are great, but they
come at the' wrong time in a
person's life, he said. Why not
something when the employe has
been there a year? "Give him a
Cadillac, or motor scooter or
bike," he chuckled.

• Publicize: "When you have
an advantage, then that device
has publicity potential," he said.
• Research: "Communications

is a two-way street. Receive as
well as send; listen as well as
talk."

MR. SMITH, a confessed opti-
mist, sees signs that business has
already embarked on a course of
not only keeping abreast of and

IDEA WORESIIOP
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responding to change but also an-
ticipating it and to building into
its future technology an increasing
degree of understanding of its
impact on human society.

This course of action he termed
"industry's best insurance policy
for the seventies."

He cited the publication by his
company of a policy statement
entitled "Uniroyal-A Company
Committed," which states affirm-
atively the company's commit-

ment to working for participation
in free enterprise by minority
peoples, environmental control
programs, consumer protection
policies, educational support poli-
cies and other social issues.

Uniroyal's chief executive, he
said, has made the decision to
commit company funds to such
programs, including minority en-
trepreneurships in urban areas, a
program Mr. Smith described.

Among cities in which Uniroy-
al fosters minority-owned dealer-
ships are Atlanta, Cleveland and
Los Angeles.

Mr. Smith said that while

there has been no argument in
his company's management about
the program, there is no measure
of what the long-range reaction
will be from stockholders and
stock brokers.

' Smith
IN ANSWER TO a question

about the social involvement of
small- and medium-sized compa-
nies, Mr. Smith said that they are
in a better position than large
corporations to move rapidly and
effectively. He said there is more
social concern among small, com-
munity-oriented companies than
among giant corporations.

Yet, he said, large corporations
must meet difficult social prob-
lems often at considerable ex-

pense. He cited a recent $5 mil-
lion expenditure for pollution
control at a Uniroyal chemical
operation. "Pollution control costs
money," he said, "and it doesn't
contribute to the return on invest-

ment. But if we don't set our
sights in this way, we are count-
ing disaster." .

Keeping your fingers crossed
is apoor substitute tor insuring
yourchemical facilities
withFairfield&Ellis.

State Street Bank Building, 225 Franklin Street, Boston.
New York. Montreal.
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A KEY SENATE judiciary
committee aide, Dean E. Sharp,
told corporate insurance buyers
they should be in the "front
lines" in the battle for auto in-

surance and occupational safety

reforrns.

Mr. Sharp is assistant counsel
to the judiciary committee's anti-
trust and monopoly subcommit-

tee which, under the direction of
Sen. Philip A. Hart (D.-Mich.),
completed a sweeping inquiry into
auto insurance earlier this year.
Sen. Hart has since introduced

legislation proposing a no-fault
auto insurance law and Mr. Sharp
has had an influential hand in the

drafting of that proposal.
"As corporate insurance buy-

ers, you are sophisticated con-
surners of insurance. Because

your knowledge of insurance and
risk matters is considerably more
than the average man-on-the-
street, you are uniquely equipped
to lead the way in challenging
the present methods and systems
of securing against loss from
work$ng and automobile acci-
dents."

In calling the corporate insur-
ance buyer the most sophisticat-
ed of insurance consumers, how-
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Dean E. Sharp

ever, Mr. Sharp also declared
that such buyers have been "con-
spicuous by their silence" in re-
cent pushes for needed reforms.
Moreover, he asked, "Why is
this? Is it disinterest? Is it finan-

cially more rewarding for the
corporation not to question the
present way of doing things? Is it
that the thought of change raises

 the fear of the unknown? Or, is
it that the corporate buyer feels

the present way of securing
against loss from working and
auto accidents is adequate?"

Mr. Sharp noted that by Sen.
Hart's own admission, ihe legis-
lation proposed over a month ago
by the Michigan D.mocrat does
not provide "all the answers."
However, he asserted, it is "more
fair and more humane than the

present system."
The Hart measure would

change the present manner in
which auto victims are, or are

4 not, compensated for injuries and
4 economic losses in two principal
9 ways, Mr. Sharp explained.

First, each U.S. auto owner
would have to have a specified

policy of insurance that could not
be denied him nor, once issued,
could not be cancelled or refused

for renewal as long as he is a
licensed driver and pays his pre-
mium. The second change would
provide that an injured person
would look to the insurance cov-

erage on his own vehicle to pay
his losses. Inj ured pedestrians
would recover from the insurer

of the car that struck them.

***

MERGERS and acquisitions
can provide complicated insur-

ance problems for a corporation's
insurance department, but the
problems that arise if coverages
are not wrapped into a single
corporateinsurance package can
be even more complicated.

This is the feeling of William
D. Smith, formerly vp of insur-
ance for Gulf & Western, and

now a vp of ECCO General
Agency, Houston. ECCO has tak-
en over the entire risk manage-

Ittookthebestbrains
in the business

to coms up with a
pension plan

that guarantees 8%
for the first twoyears®

Our new interest guarantees Thanks to our lower annuity
on Deposit Administration purchase rates and our higher
Group Annuities will be a pleasant interest guarantees, customers
surprise to a lot of people. get a bigger cost break on their

But they don't just mean pension plan.
we have another great idea for Our pension plan
our pension portfolio. innovations are one more reason

They mean Phoenix Mutual some people feel we have
has what we believe is the "the best brains in the business."

strongest position in the country. And why each year more
(And while the 8% rate and more people pick our brains.

applies to everything up to
BIoo,ooo, larger amounts may get Phoenix Mutual.
higher rates.) Pick our brains.

Phoenix Mutual Life Insurance Co., Hartford, Conn. A member ofThe Phoenix Companies.
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William D. Smith

ment function for Gulf & West-

ern, after the conglomerate de-

cided it would be far less costlx
to have its insurance buying and
risk management functions per-
formed by an outside firm.

Mr. Smith, who had been on
the "surviving" side of many
mergers and acquisitions while at
G&W, told risk managers that
there are nnany good reasons for
insurance to be"wrapped into sin-
gle blanket coverages when a
company acquires a new firm.
Not the least of these, he said, is
the ;'buying power" such a move
creates.

One important point to consid-
er when buying a new company
the vp said, is to first look at its
casualty program and determine
if it is presently being insured

under a retrospective rating pro-
gram. "You don't want to have to
pay off losses three years old
after you've bought a new com-
pany," he said, noting that he
had found himself in that situa-

tion once with G&W. That, he
added, is one reason the risk
manager should be consulted on
acquisitions and one of the "first
ones in" after the decision has

been made to buy a new firm.

Even more preferable, the vp
noted, is consulting the risk man-
ager as negotiations are proceed-
ing with a prospective acquisi-
tion.

The G&W decision to go the
outside risk management route
was one based on economic con-

siderations. High costs for over-
head in New York, where the
G&W insurance department was
located, as well as many duplica-
tions in efforts between insur-

ance department personnel and
brokerage people, were cited by
the vp.

The new set-up, Mr. Smith
said in answer to a question, is
expected to save G&W "well
over $350,000 a year." This was
indeed an envied bit of news to

risk managers sitting in the audi-
ence; most of whom have also been
told to shave their insurance de-
partment budgets this year, al-
though they haven't been able to
manage that large a slice.

JOSEPH F. JOHNSTON Jr.,
partner of Tufo, Johnston & Zue-
cotti, New York Law firm, de-
scribed officers and directors lia-

bility coverage as mostly "negli-
gence" insurance. "Is it worth
the cost? That's up to the guy
paying the premiums," Mr. John-
ston commented. "I would per-
haps sleep a little better knowing

I was covered; however," he add-
ed, the coverage "is quite diffi-
cult to · obtain at a reasonable

cost."

Mr. Johnston stated that the

exclusions to the D&0 policy
are "quite badly drafted and no-
body knows how they will be
interpreted by the courts." Al-
though there have been a few
settlements, the coverage has yet

to be tested by the courts, he
stated.

"There's no doubt now about

the validity of the coverage," Mr.
Johnston noted, "and there's no
doubt of the validity of a corpo-
ration paying 100% of the pre-
miums."

He noted "a number of exclu-

sions" in the policy, all involving
the officer or director gaining a

Continued on page 51
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orofit or advantage to which he
Ls not legally entitled. Excluded,

ne added, are "virtually any type
if conflict of interest or breach

if loyalty." He said these exclu-
:ions were "a very large gap" in
the coverage.

Mr. Johnston also pointed out
that the policy excluded "acts of

dishonesty," but he said that "no
one knows quite what 'dishonest'
means. There are indications that

insurers interpret this provision

rather broadly." The policy would
probably respond, he acknowl-
edged, where ordinary negligence
was involved.

"COMPUTER equipment rep-
resents probably the largest sin-
gle dollar investment per square

foot of area in your business,"
Robert E. Abrahamson, corporate
insurance manager for Control

Data Corp., Minneapolis, said.
Risk managers, he added, should
brace for the computer age with
appropriate risk controls on these
investments.

"The use of computers in the
manufacturing process with sub-
sequent business interruption po-
tential has prompted some prop-
erty insurors to re-survey their
assured's exposures to indirect
property damage losses.

"Depending on the nature of
the risk it is conceivable that

insurance carriers may, in the
foreseeable future, be recom-
mending a 'back-up' computer at
a remote location in the event of

loss or damage to the main com-
puter system," Mr. Abrahamson
said. "Prudent internal risk man-

agement may also dictate this re-
dundancy."

The more obvious potential
computer losses being cited today
are those caused by sabotage-be
it political in nature or by
grudge. However, there are less
sophisticated threats to be re-

membered as well, Mr. Abra-
hamson told his audience. Water

damage is one of these. Sprinkler
heads in computer centers should
be equipped with back-up de-
vices that prevent extensive wa-
ter damage, for instance.

Mr. Abrahamson cited one of

the less esoteric hints risk man-

agers should keep in mind,
should they be faced with water
damage. It seems that a comput-
er operation had part of a roof
blown off in a windstorm re-

cently. Torrential rains followed.

"The manager sent all the fe-
male employes home to get their

hair dryers," he said, adding that
while some damage did ensue it
was limited considerably by the

enterprising manager's quick ac-
tion.

ONE BIT of alarming news

(the pun is intended) to come
out of one of the sessions was to

hear a security man say, "The
(security) industry is lagging be-
cause we've been allowed to lag."

A. M. Marzano, an executive
with Mosler Electronics Systems,
candidly admitted the security
professio n's shortcomings and
even declared, "There is nothing
I know of today that would pre-
vent a group of Weathermen,
let's say, from entering your
plant at 2 a.m."

Mr. Marzano said he feels the

insurance industry should bring
more pressure to bear on his in-

dustry. For example, he cited,
insurers are still using alarm sys-
tem standards set by Underwrit-
ers Laboratories many years ago

Joseph H. Johnston

and therefore the industry has
not encouraged the development
or wider application of more so-

phisticated systems.
At the same time, however,

Mr. Marzano did discuss and de-

scribe in slides some of the more

sophisticated devices now being
used by his firm and other secu-
rity firms. These included card
identification systems for data
processing centers and other vul-
nerable locations, sprinkler check
systems that prevent unnecessary
water damage when sprinklers
go off for some reason other than
a fire and elaborate closed circuit
television systems now in use in

some of the nation's larger finan-
cial institutions.

"But," the Mosler executive
said, "no alarm system is unde-
featable. We're pushing and other
companies are pushing," he added,
noting that the security industry
is constantly battling to stay just

a little more sophisticated than
thieves.

CHALLENGES involved in ef-

fectively communicating employe

benefits were outlined for the

Business Insurance Management
Idea Workshop by Howard Peck,
partner in Hewitt Associates and
a contributing editor of this maga-
zine.

He described benefits commu-

nication as "a hard job with a big
payoff" because benefits commu-
nication makes the difference on

whether a benefit plan is worth
it.

Benefits, he conceded, are hard
to understand and he likened

them to the keel on a boat, some-

thing that gives stability but can-
not be seen.

Mr. Peck termed benefits "po-

tential dissatisfiers," things that
are taken for granted by em-
ployes who tend to center their
thoughts on shortcomings in their
compahy's plans.

Effective employe benefits com-
municat,ion, he said, involves the

elements of planned. orderly and
continuous explanations; recogniz-
ing various audiences and needs;

use of appropriate media and
methods, and listening carefully to

employes to learn what their mis-
understandings are.

Employe benefit communica-
tion is complicated, he said,vhen
there are language problems
among the workers, when the

company has outlying or isolated
locations, when the backgrounds

of workers differ widely and
when a company is sold or ac-
quired, throwing together diverse
benefits programs.

Mr. Peck strongly dmphasized
that benefits communication
must be continuous to be effec-

tive. "You are talking to a parade
when you communicate benefits,"
he said, "because many compa-
nies have a turnover of as much

as 40% in personnel in, say, four
years." Continuous communica-
tion is necessary, he added, be-
cause memories are short and

employes' viewpoints change. •

50,000 containers

recorded by Lloyd's
Fifty thousand containers are

now recorded by Lloyd's Register
as being in use throughout the

world. Orders for ships to carry
them are on an increasing scale.
Containers are now being built
under the Register's certificates
in 13 different countries.

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,

ZE

ROYAL
ORLEANS

A SONESTA HGEL

Acting as ''dean of men'' for the

workshop, Business insurance Editor
Richard Biorklund also moderated
a panel on pension fund invest-
ments. The panel discussion will
appear as a future Following the
Funds column.
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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

811<90"
turns itself off when the fire is out. l f water-sensitive

environments are a problem for you, send today for THE VIKING CORPORATION

details. HASTINGS, MICHIGAN, U.S.A. 49058
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twice the great service and twice the fun
that great meetings are made of. Plus
fabulous food in the Rib Room and great
Creole cuisine in Begue's. Live and lively
jazz in Economy Hall, great drinks and
sounds to match in the Touche Lounge.
An Oyster Bar named Desire and ele-
gant nightcaps in the Esplanade Lounge.
It's all yours.
Because it's all ours. And it's all in the

family.

AND »5
For more information, call or write Jack McCarty, Regional Sales Manager, The
Royal Orleans, Royal & St. Louis Sts., New Orleans, La. 70140, 504-529-5333.

'But...

what is it?'

ATLANTA-Howard Peck,
in his pI esentation on benefits
communication to the Man-

agement Idea Workshop, told
of the time Hewitt Associates

prepared an elaborate presen-
tation on a stock purchase
plan.

The presentation included
such things as information on
the percentage of wages an
employe could apply to the
plan, the expected return from
the plan and its advantages to
employes. A visual presenta-

tion supplemented the com-
municator's talk.

When the presentation end-
ed, a woman employe raised
her hand and asked, "What
is stock?"

Whoopee.

9 - oalloT

D-10
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IDEA WORKSHOP five years of par-icipation, 50% * , .'1 9, 111?]1.5:r . '- *1" '* >:IIi,.during next five, 15% during the fe*b- 4 , 6 +' '1, 14 5
next 10 years and 100% after 20 "r

*:, b.1 - ,+

years.
.-5

HIGHLIGHTS - -
All employes :re eligible to

part-cipate from date of hiring r
.

Employes who withdraw from

91* the ilan prior to Khree years re- * . A-i & i. 4

ceive their contribitions plus 3% VS- 14' *.4
Contlnued from page 34 , Providing for retirement: interest compounled annually
XDS benefits program shapes up The company now has both a After three years employes re- 1 5 31 'd
as follows. retirement income plan and an ceive all contributions plus 30%

investment plan Under the re- of the company contrioutions t

brement mcome program, em- Employes receive an additional ' · 1rt 2 :a./2 ./. m
' M.lr ,:„ '49/ . m

ployes with 20 years :f service at 10% for each year thereafter up
Does . ge 65 receive 30% oi *he aver- to 10 years wnen they are fully .

Texas age of the five highest consecu- , ested
Workmen'sCompensation tlve yeal ©' salary Tr F is in addi- Tt e unique feature to the in- In a shirt-sleeve session at the Business insurince wc -kshop, risk managers

tion to Social Securilb and is viestment plan, Mr. Adoff told the prepare to fire scme brass-tacks ques-lars at Jc-eph F Johnston Jr,
reduced proportionately for em- group attending a morning ses- partner, Tufo .'phr::ton & Zuccotti,NY, .vio spoke on directors and of-
ployes with fewer than 20 yeBrs' sion here, is that the company ficers liability
service Employes are included u will g darantee all employes that
the plan from date of hiring tii:ir contributions will be at • Disability insurance: Hourly The lattes two benefits, Mr.

Sound like There is an early retirement least as .arge as E they nad in- employes receive four hours per Adiff noted, are also being of-

GREEK?
feature (age 55 with 10 years of vested contributions at a rate of month of service, without a max- fered to several hundred mem
service) with the normal benefit 10% interest compounded annu- imum limit, salaried ron-exempt beis of the International Assn of
reduced actuarially Moreover, aily "This is the very worst they employes receive six hours per Machinists who work for Xerox
there is a disahility retirement can do," he said. month with no maximum, sala- Dasa Systems

Let us interpret this sometimes feature (at any age witt. 10 years r'led exempt emplcyes receive four ' We were between contracts

difficult subject for you You'll of service) Employes may also . Medical insursnce: The com- weeks' pay, after which the long- w_th the IAM when we offered
find placing Texas Workmen's take an option at age 55 and pany has a semi-Trivate hospital term disability portion kicks in the benefit -2 our other non-un-
Compensation insurance cover- narne a beneficiary in the event plan Major medicel pays 80% of for those employes w.no elect to Ion employes so we offered to
age separate from national pro-

of death prior to normal retire- all costs after a $.00 deductible subscribe to the plan for 31 % of reopen negosiations with the un-
grams usually has important
implications ror your company ment, again at an actuarially re- Medical payments increase to 90% base salary (or 31 cents per week 104" he said, admitting that

Maywerelaythewholemessage duced figure Employes also re- after the first $5,0.10 of expenses per $100 in salary, the€ was some suspicion on the

to you? and to 100% aft€r $ 10,000 has
ceive proportionately reduced ben-

part of union leaders at first but
been paid There is no limit be- • Life insurance: Completely that the men:bership appeared to

efits at age 65 if they termmate

E
yond that In addition, the com- funded by the cornpany, em- be more "enamoured" with the

service before that with 10 years pany also continues to pay the ployes receive one times salary educational and travel benefitof service at XDS cost of the medical plan for de- with a double indemn_ty feature than they r,ere with a general
Texas EmPLoveRS, Under the investment savings pendent coverage f-,r two years if Employes with depencents auto- wage Increa Ee The union mern-

InSURanCe ASSOCIaTIOn plan, employes may contribute an employe is permanently dis- matically receive a benefit equal bers, he smc, have greeted the
P 0 Box 2759 Dallas, Te<as 75221 from 1% to 4% of base pay, with ablec The same applies for de- to two years' base salary 11 addl- ber efits favorably However, he
0010,ES 111$11111¤ OF mAS: mAS EMPLOYERS INSURANCE ASSOCIATION XDS matching contributions at pendents if the XI)S breadwinner tion cces concede that they will prob-
EMPlorERS NATIONAL INSURANCE COMPAIff EMPLOYERS LCUALICOMPAN,

EMPtOrti?S NATI}NAl UF[ INSURANCE COMPY(f the rate of 25% during the first dies :tly become "negotiable" items
• Educational reimiursement: in contracts from here on out

Employes with 10 years' service The educational and travel ex-

receive up to $1,000 annually for per ses are being funded by Xe-
four years for eac h child attend- rox Data Sy: tems on a year-to-
ing an accredited z ollege Em- >ear basis out of yearly expenses

X
/ ployes with three years, receive Estimates are that about 12% of

30% up to a max.mum of $1,000 the company s employes will be
Ten percent is added fcr each rmihing in on them each year, al-
additional year above tne three. 1*lrg for ncrmal turnover

As for tax treatments of the

Computerized Mortgagor • Vacation trip:' XDS buys a t er elits, Mr Adoff said the edu-
round-trip economy class ticket ca:fonal program may "possibly"

life and disability
via air to anywhere in the world rez kive favorable treatment from
for an employe anc one other the Internal Revenue Service
person after 10 years of service. XI)S has asked IRS for a ruling,
This has been made even more t-13,-igh the government agency

insurance for today's attractive, Mr Adoff said, through tas not yet a.ted on the plan
an arrangement with a travel I i the case of the air trip,

changing mortgage market. agency that will offer vacations however, it is "clearly" taxable
to such places as Tainiti with all as irdinary mcome for the em-
expenses paid for two weeks. Floye:

. • Reviewug regularly, witrlTrautlein . tie help of an outside expert, the
..

company's entire insurance pro-

iirr=ifft,95*6£1./.41.,Bm -ht:'8 Jina Continued from pa Je 33 gram

r Fll./...../9//BEV=.'*111759'&9'.aptp • Separatmg the payment • Obtaining fidelity bond cov-
*--...i#"59./1,6,/meigri"Mi"LiM.T' irpl process from the tuying function erage on insirance buyers to as-

• Watching carefully for sharp sre orotecticn if all else falls
increases in insurance expendi-

a.
Mr Trat-lein recommended

li tures covering essentially tt·e same tia- financial executives main-
amount of property and the same taw a "queshoning attitude" to-
liabilities ward insuranDe buyers and buy-
• Being wary of the insurance ing and he ccutioned against the

:·r buyer who lS "too busy to take a natural human instinct to com-
" vacation " pletely trust subordinates.

I .
--

*
Federal's mortgage insurance programs have been computer-
designed to incorporate those features most desired by financial
institutions 11 i

1 Additional income from an administrative service fee (varies
JXA- 4 i

by state regulation) R 4 -·,D J=a=V2 Claims paid directly to financial institution t 7<*e

3 Simplified once-a-year accounting rp
4 b

f r 14, i4 Computer-to-computer programs

ts Ad Y01

1 - - 1 Call Area 616/965-7351 or w,Ile 6. 1 1' ,
Fede,al Life And Casualty Co-n-

pany, Battle Creek, Michigan 49016
(an affiliate of The Home Insurance
Company)

.t: i
09

Y
--

An explanation of a complicated point at tne Business insurance Manage-
ment Idea Workshop is offered by G H Euter, director of client services,
Ebasco Services Inc Sessions at the Regeng Hyatt House in Atlanta in-
cluded a number of commerts and que:ticns from the floor by workhop
participants



Supertanker blasts put market in chaos
SAN FRANCISCO-"The cata-

strophic explosions in supertank-
ers during the last year, for caus-
es which have not yet been es-
tablished," Hans Chr. Bugge de-
clared, "make it impossible to say
whether an adequate premium
level has now been reached for

large vessels." Mr. Bugge of Oslo,
Norway, retiring president of the
International Union of Marine In-

surance, addressed the delegates
of the IUMI's annual convention

here.

Mr. Bugge added that more
than 60 supertankers are in oper-
ation now and more than 200

others are under construction or

on order.

"Their combined value," he
said, "will be so great that an
adequate premium level may

lead to catastrophic results. The
present upward trend in hull in-
surance rates will continue. Over

the long period the rates for big
and small ships have been far too
low."

G. N. CUSHING, Liverpool
Underwriters' Assn., substantia-
ted Mr. Bugge's contention, docu-
menting a "three fold increase in

the average annual ship tonnage
totally lost" during the last 20
years.

Total ship tonnage losses
promise to set a record in 1970.
By the end of July, total losses
for the year have already
reached 552,010 gross tons, com-
pared with 459,943 tons in the
same 1969 period.

Out of 819,740 gross tons of
shipping totally lost in 1969, Mr.

Cushing reported, 244,395 gross
tons, almost 30% of the total,
were accounted for by the loss of
only six ships.

Partial losses also have in-

creased but the rate of incident

increase generally, Mr. Cushing

said, has remained proportionate
to the volume of world tonnage
afloat and in the last few years
the increase in incidents has been

less than proportionate to world

tonnage. At the same time, how-
ever, cost of partial loss damage
to underwriters has increased.

R. A. MURPHY, chairman of
the Union's Container Commit-

tee, recommended "education of
policyholders on container selec-
tion and stowage; an inspection
service to detect enroute damage
to containers; and establishment
of container repair services."

Mr. Murphy added that infor-
mation on container cargo losses
is now being collated by insur-
ance markets in Great Britain,
Holland, France, Germany, Italy,
Japan, Greece and the U. S.

American underwriters Will

soon issue a series of reports, the
first of which will show the

number of claims paid on con-
tainer cargo, and the dollar value
of the claims, segregated as to
cause of loss.

The second report, according to
Mr. Murphy, will reveal the num-
ber and dollar value of claims,

segregated according to steamship
lines, container stowage and cause
of loss.

THE FINAL REPORT will

show number of claims paid, dol-
lar value, segregated by voyage

and bill of lading date and the
extent of transit within the con-

tainer.

In another report, by N. Kihl-
bom, Sweden, chairman of the
Nuclear Information Committee,
it was disclosed that nuclear

powered ships and ships carrying
nuclear cargos "have maintained
perfect safety records" as far as

insuring their atomic materials is
concerned.

Virtually no claims for nuclear
damage have been filed against
marine insurers during the last
year.

Mr. Kihlbom, however, warned

that international regulations in
this area "have proved difficult
to interpret and apply.... and
certain parts of the regulations
are in danger of becoming obso-

Mance predicts rise
in American business

LONDON-Henry S. Mance,
Lloyd's chairman, forecast a rise
in American insurance business

after returning to Britain from
his goodwill tour of the U.S.

He declared: "America is be-

coming more and more insurance
minded, particularly in the prop-

erty-liability field. This is partly
because industrial enterprises are

growing all the time, but its own
market is not expanding as rap-
idly as it ought to if it is to keep
pace with requirements.

"The mass of American busi-

ness is in the field of domestic

insurance, where companies find
it difficult to write profitably.

"MANY INDUSTRIAL enter-

prises are now so big that either
they cannot get all their cover in

their home market, or they want

specialist policies of the type
available in the British market.

"There is a tremendous poten-
Ual increase in American insur-

ance business, and Lloyd's may
well write a bigger proportion."

He pointed out that risk man-
agers in the U.S. had asked him
during his tour why they could
not deal direct with Lloyd's un-
derwriters, instead of having to
go through brokers.

He explained: "People every-

where are trying to cut out the
middle man. But brokers are ex-

tremely good ambassadors of
their clients and enable business

to be placed at the market rate. I
feel that without a good broker,
clients might find it hard to place
business." •

dates for buyers
NOV. 9-11, Insurance and benefits in the environment of the 70s,

American Management Assn., Drake Hotel, Chicago, Ill.
NOV. 16-18, Alcoholism as a management problem, and Drugs as a

management problem, American Management Assn., at the New York
headquarters 135 W. 50th St., New York City.

NOV. 17-19, 1970 Fall Conference, National Fire Protection Assn.,

Sheraton-Nashville Motor Hotel, Nashville, Tenn. Additional informa-
tion js available from NFPA 60 Batterymarch St., Boston, Mass.

DEC. 4-9, 16th Annual Educational Conference, National Foundation
of Health, Welfare & Pension Plans, Inc., Hilton Hawaiian Village &
Ilikai Hotels, Honolulu, Hawaii.

lete."

AN UPDATED and completely
revised set of regulations is now
being prepared by the Interna-
tional Atomic Energy Agency
and will be in force before the
Union's 1971 conference.

Mr. Kihlbom added "efforts

are being made to resolve a con-
flict between maritime and nu-
clear conventions which the in-

surers believe places an unfair
liability burden on shipowners
while relieving the operators of
the ships from their share of lia-
bility.„

Current maritime law provides
that an owner of a vessel carry-
ing nuclear materials may be
held liable for damage arising
out of a nuclear incident cause,
for example, by a collision.

"In certain circumstances," Mr.
Kihlbom pointed out, "the own-
er's liability would be unlimited,
whereas his recourse under nu-

clear law against the operator
will always be limited."

A DRAFT convention now be-

ing proposed would make opera-
tors liable for nuclear damage
for which they are responsible.

Operators of nuclear powered
ships now have to arrange for bi-
lateral agreements between their
governments and the governments
of nations where ports of call are
situated.

"This is a difficult and time

consuming task," Mr. Kihlbom's
report said, "and may, to some 1
extent, explain why the world's
first nuclear merchant ship, the
N S Savannah, is now laid up." •

.4/

THE QUESTION
Is there a National

Organization geared
to work with our

diverse operations at
their local level in

the same professional
manner we require
at the Home Office
level?

THE ANSWER

als
General Offices

1375 Euclid Avenue

Cleveland, Ohio 44115

10 to 20 years from now, will he be
your competitor's president?

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 for a sought-after young man
when the contest gets warm.

We don't say we're the only
ones 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.

PRE)VI IDENT
MUTUAL-m- LIFE
INSURANCE COMPANY OF PHILADELPHIA

Box 7378. Philadelphia, Pa. 19101.
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Liability problems may lead to
compromise in hiiack settlements ,

LONDON-Efforts to settle
claims for the two Anheritan jet
aircraft hij acked by guerillas are
nearing completion at Lloyd's.

But difficult principles of lia-
bility are involved, so it is ex-
pected that some compromise
will have to be reached between
trans-Atlantic underwriters.

War risk underwriters have

been studying claims for more
than $23 million submitted for
the blown-up Pan AM 747 and

AFFIUATED INSURANCE SERVICES

IN CLEVELAND IS

EVANS/COMTOIS
& COMPANY

1375 Euclid Avenue

Cleveland, Ohio 44115
Phone: 241-2170

TWA 707, based on wAr risk
cover believed to have been tak-

en out at Lloyd's for about 57 %
of the Pan Am plane ($14.5 mil-
lion out of its total value of $24.5
million), and all of the TWA jet
($8.5 million).

BOTH AIRLINERS are also
insured in the U.S. market under

all-risk policies, which it was
thought might be deemed to
cover hij acking as well, since it
is felt in London that there was

apparently no specific exclusion
of this risk. Confusion began
when the wording of the various
policies was scrutinized more
closely to define their interpreta-
tion in the sudden situation of

the Middle East trouble-spots.
In an effort to settle priorities,

Roy Merrett, leading Lloyd's un-
derwriter, has been in touch with
American underwriters to find

the exact terms of their policies
with Pan Am and TWA.

For if U.S. underwriters can

attribute the Middle East guerilla
hi jacking to an act of war, then
responsibility for meeting the
claims might have to be borne by
Lloyd's as a war risk. However,
because American all-risk poli-
cies have apparently not exclud-
ed hij acking in the past, perhaps
because they have mostly oc-
curred in different circumstances
to the drastic destruction of the

two blown-up jets, it is felt that
U.S. underwriters ought to meet

H

0

part of the tremendous pay-outs
currently involved.

So there are suggestions of a
50-50 pay-out by each side,
though nothing official has been
announced.

MEANWHILE more than 100
lawyers are attending a conven-
tion called by the British govern-
ment in London to examine air

pirac,1 on behalfof the Interna-
tiona. Civil Aviation Organiza-
tion cd the United Nations.

Their aim is to prepare a draft
agreement on acts of sabotage.

Frederick Cornfield, govern-
ment aviation spokesman who
welcomed the delegates, said:

"No country or area of the

work can regard itself as im-
mune from air piracy. Acts Of
hijacking and sabotage have
grown apace in the past ten
years and represent a serious
threa- to freedom of air commu-
nications."

Added benefit
Women employes of Eastman

Kodak Co., Rochesser, N.Y., may
take up to one year's leave of
absence without pay to have a
baby or to adopt a child. Former-
ly women lost their jobs when
they became pregnant. Women
who have worked for a year be-
fore taking leave, according to
Kodak, will be credited with
servic e while absent when com-

pany benefits are calculated.

E BOOM
ERED...

000

You can count on our specialized personnel to
provide adequate coverage for hull, cargo ard
inland marine exposures. Our overall marire
experience and exceptional underwriting facil-
ities are immediately available for protecticn
problems, large or small.Whateveryour client's
question, whatever the risk, you can depend on
Talbot, Bird for the helpful answer.

TALBOT, BIRD & CO., INC.
156 W,tham Street New Yo, k. N. Y. 10038

COMPANIES INCLUDE:

NORTHWESTERN NATIONAL INSURANCE COMPANY
EAGLE STAR INSURANCE CO., LTD.

CALEOONIAN INSURANCE COMPANY

FEDERATION INSURANCE COMPANY
SERVICE FIRE INSURANCE COMPANY OF NEW YORK

A DIVISION OFNNCOqPORATION

Russell F. Gooley of Raytheon Co., Lexington, Mass., unwinds after a
fast-paced day of discussions at the Business Insurance workshop with
Joyce Catrett of the Atlanta Regency Hyatt House and Arthur ''Bud''
Cook Jr., of Ringling Brothers-Barnum & Bailey Combined Shows, Wash-
ington, D. C.

Funds
...

Continued from page 10
of an amazing 93 % of the UMW
pensioners.

INTERESTINGLY enough, a
majority of two of the three trus-
tees is needed in 6rder to change
pension benefits. Mrs. Roach, the
"neutral" trustee, voted against
the increase. The coal mine oper-
ators' George Judy, the record
shows, voted for it, as did Mr.
Boyle. A suit brought by a group
of dissidents within the union

against the union, the bank and
the fund's trustees charges collu-
sion between the two who voted
for the increase.

Mr. Boyle defended his move
befcre the Senate labor subcom-

mittee earlier this year as not
being prejudicial to the fund's
solvency. He claimed he intended
to negotiate an increase in the
coal mine operators' contributory
formula.

As one of the litigants' lawyers
replied, "It'd better be a damned
big one." The financial report is-
sued by the UMW retirement and
welfare fund at the end of Au-

gust admitted the fund paid out a
total of $196.9 million this past
year while only taking in $166.7
million. It was only the second
deficit in the history of the fund,
and the largest.

The U.S. comptroller, in his re-
port, stated flatly that the fund
would become insolvent by June
30, 1975, at the current level of
benefits and rate of funding.

Said a lawyer fighting the
ease:

"COLLUSION seems to be im-
plicit in this pension increase
vote of the trustees. The coal
mine operators' trustees could
not have agreed to such a huge
increase in the benefits provided
by a pay-as-you-go pension plan
without it being clearly under-
stood that the operators would
have, to substantially increase roy-
alty payments to support them."

An interesting postscript.to
this observation is that Mr. Judy,
the "company" trustee who voted
with Mr. Boyle in favor of the
pension increase, was summarily
"dis-elected" by the coal mine
operators after casting his ballot.
A W. A. Davis was elected to
serve in his place.

The $150 million reserve of the
UMW pension fund covers some
104,770 active union members as
well as 68,380 retired employes. By
contrast, there is a somewhat dif-
ferent ratio between the amount of
money and the number of bene-
ficiaries in the retirement fund

for the staff employes of. the un-
ion itself: In 1967, said Mr. Ya-
blonsky, reading from the D-2
form, "There was $16 million in
reserve for payment of benefits
for 358 active staff employes and
90 former employes already re-
tired."

Another interesting fact is that
this staff employes' pension fund
does not cover three of the staff

employes. The international pres-
ident, vp and secretary-treasurer
have a full, final-salary retire-
ment benefit under a separate
pension program for which they
are the only beneficiaries entitled
Pension Plan Only for Resident
Officers of the International Un-
ion." The assets reserved for

these three recipients' future re-
tirement benefits were $1.7 rnil-
lion in 1966.

MR. YABLONSKY has

charged (and according to anoth-
er source the charge will be a
part of the plaintiff's case against
the union scheduled for trial next

February) that the officers' plan
was submitted to IRS for tax-ex-

emption and filing only after an
original staff employes' plan
providing for one benefit formula
for the staffers and a full-salary
benefit for the officers was re-

jected by the IRS as discrimina-
tory.

Mr. Yablonsky contends that
the IRS failed to take note that

by extracting the three interna-
tional officers' plan and funding
it separately under another tax-
exempt plan the union willfully
violated the IRS regulations
against discrimination in benefits
formulas between different em-
ployes.

The other case involves a sur-

prising revelation brought out
during hearings of the intergov-
ernmental relations subcommit-

tee. The government accounting
office had discovered, in its audit
of the $100 million-plus employe
health benefit plan fund handled
by Blue Cross-Blue Shield that
an average of $10 million had been
nlaintained in interest-bearing
general accounts prior to the
payout of the money for accounts
owed.

The fund was apparently

thereby deprived of an average
of 10%of its earning potential.
Testimony by Blue Cross-Blue
Shield officials indicates that one
of the people responsible for
helping to decide on the size of
this noninterest account was

Douglas R. Smith, treasurer of
Group Hospitalization Inc. (dis-
penser and custodian of funds)
and president of National Sav-
ings Trust Co., one holder of
the fund.



Of allthe fri nge benefits
you can offer your employees, few will

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 premiums 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 offer 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

ROYLOBE
Insurance Companies

i ...un' 1.depinden'\
 /ng/Ir  AGENT /

150 William Street

New York, N.Y 10038

*Servicemark, Royal-Globe Insurance Companies

-



How long since you
heard a fresh idea
in business insurance ?

Call Allstate.
u r\1 J

0-
- Business insurance that

was right for last year and
the year before may be dead
wrong for the '7 Os. There's a
costly difference between a
groove and a rut.

Available in most states. Allstate Insurance Company.

Allstate can focus fresh eyes
and fresh brains on your partic-
ular business insurance needs-
however big. Our men are
hand-picked. Experienced.
Specialists. Experts at analyz-
ing needs and improving pro-
tection. And if you're like.
most, you'll save money.

This helps explain Allstate's
fast growth in the business of
business insurance.

So next time you need
a quote, call
Allstate. Allstate®

BUSINESS INSURANCE


