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business insurance®
for buyers of employe,

Big Lew is
covered-

head to toe
MILWAUKEB-When the Mil-

waukee Bucks basketball team

hired their 7'2" marvel Lew Al-

cindor for about $1.4 million, the
team management hurried the
purchase of a mommoth manu-
script insurance policy that pro-
tects sport history's largest play-
er contract.

For tax purposes and reasons
not made public, the policy was
among the best guarded of insur-
ance secrets. All dealings were
via phone and few records were
kept. Only two carriers were

consulted for bidding. The broker
handling the transaction and ev-
eryone else connected were bound
to absolute secrecy.

A Business Insurance investi-

gation revealed the story behind
the Milwaukee Bucks four-year
$600,000-plus insurance policy on
22-year-old Lew Alcindor.

THE BUCKS received negoti-
ating authority by winning a
coin-toss with the Phoenix Suns.

The negotiating began in March
of this year, with Mr. Alcindor

signing the prized five-year con-
tract on April 2.

Immediately, financial minds
at the Bucks, headed by treasur-
er Gilbert Paley, began discussing
the rnajor coverage with Mr. Al-
cindor's financial advisors, led by
Stanley Finberg of Beverly Hills.

Canadian-American Brokerage,
after long consultations, finally
arrived at a desirable package
which they began to solicit.

INFORMED SOURCES indi-

cate that subtle feelers went out

at first to various carriers, with
Continued on page 43

property and liability protection/ pension investments/financial services

* recall covers, but not worried

Lew Alcindor

NEW YORK-The government's
move to ban food and beverage

products containing cyclamate ar-
tificial sweeteners has caught most
marketers without products recall
insurance, a Business Insurance
survey shows.

But even if they carried this
type of coverage, it probably
wouldn't respond anyway.

Garrett Redman, assistant vp of
Fireman's Fund, San Francisco,
which with somewhere less than ·

100 recall accounts writes the

lion's share of the business, was
of the opinion that products recall
coverage probably won't come
into play in the cyclamate epi-
sode.

"BASED ON WHAT I heard

Secretary Finch say on the radio,
he didn't say withdraw all cycla-

mate products; he was telling

Pension bill

heads for Hill
WASHINGTON-An Adminis-

tration bill which would signifi-
cantly beef up the welfare and
pension plans disclosure act will

be sent to Capitol Hill soon. The
proposal, which was promised by
President Nixon in February, is in
the final stages of being drafted
by the labor department.

Very much like the Johnson Ad-
ministration proposal, the Nixon

bill would impose fiduciary re-
sponsibilities and duties on indi-
viduals who control employe ben-
efit funds and bar persons con-

Continued on page 43

manufacturers not to make any insurer, "you might find yourself
more. I don't visualize any claims paying the cost, subject to the
under the coverage," Mr. Redman deductible-which runs to $1,000
told Business Insurance. for smaller companies and $5,000

Such insurance, he explained, for larger companies."
would cover the cost of notifying
dealers and consumers of a bona ABBOTT Laboratories, Chica-
fide recall order. But he indicat- go, the world's largest producer
ed that even if the government of cyclamate products, is among
had ordered withdrawal, the De- those without products recall cov-
partment of Health, Education & erage. However, a spokesman for
Welfare's publicity "obviously cut Abbott said that the company will
down on the need for a complete make no attempt to pull cycla-
program of communication." mate products off druggists'

Mr. Redman said that "there shelves.

wouldn't be much point, for in- There are no suits pending
stance, of putting an ad in every against Abbott involving cycla-
newspaper. But if the manufac- mate, and the spokesman said
turer wanted to send a special that only nuisance suits are ex-
notice to distributors and dealers, pected. He held that it would be
you'd probably have to go along necessary for the plaintiffs to
with that." prove "bad faith" on the part of

If the manufacturer went ahead the manufacturer of cyclamate
and ran national ads, however, and a direct relationship between
without first checking with the Continued on page 43

Late news

Druggists to put heat on prescription drug plans?
WASHINGTON-A spokesman for the National Assn. of Retail

Druggists told Business Insurance that he thinks there is going to be a
major reaction from druggists against prescription drug such as the one
which went into effect in the auto industry Oct. 1 and which is now
undergoing a court test in Peoria, Ill. (Also see page 2.)

Contractors win $1.2 million indemnity suit
TORONTO-Two Canadian contractors have been awarded $1,-

192,403 in a supreme court of Canada decision against Travelers
Indemnity Co. of Hartford. The award, believed to be one of the
largest of its kind, was made to C. A. Pitts General Contractos
Ltd., Toronto and Foley Brothers Ltd., of Montreal. Travelers had
put up a performance bond in 1958 for Stormont General Contractors
Ltd. of Cornwall, which had been hired by the two contractors to
complete clearance work on a $60 million, 200-mile railroad being
built at that time for Quebec Cartier Mining Co.

London visitor finds capacity for iumbo iets
By RICHARD BJORKLUND

MT. PROSPECT, Ill.-Waller B. Smith, director of
insurance for United Air Lines, returned from London
this month with renewed confidence that the London

and U.S. insurance markets can provide sufficient

liability and hull coverages for 747 jumbo j ets that
United will operate in 1971.

Two things buoy Mr. Smith's confidence:

• A growing number of London underwriters are

interested in taking "vertical" slices of aviation risks as
opposed to "horizontal" slices of excess coverage. "That
means," explained Mr. Smith, "that they are willing to
take a share of the bottom layer of primary coverage

where we exchange dollars as well as the 1,000 to 1
high-limit excess cover."

• London underwriters are rethinking their position

on the 747 jumbo jets and are coming around to the idea
that 747s are just bigger planes requiring higher limits
liability and hull coverage. A 747 jumbo jet, he said,
will cost $23 million against $10.5 million for DC-8-6ls,
the largest j ets now in commercial service. Jumbo j ets
will carry 370 person in domestic service or 450 in

international service as opposed to 200 carried in today's
largest j ets.

"One problem involving the advent of the jumbo jets
is that there will be so few of them around in the initial

underwriting period, providing a thin premium base for

underwriters who cover them," Mr. Smith told Business

Insurance. "As the jumbo jet population spreads the
premium base will grow accordingly, making under'writ-
ing easier."

United will receive six 747s in 1971 and put them into

service within 90 days of delivery. This group will

eventually grow to a fleet of 18, and other airlines have
comparable 747 acquisition programs. The jumbo or
wide-bodied j et fleet will also grow as Douglas produces

its DC-1Os and Lockheed turns out its L-10lls, medi-
um-range jumbo jet models.

Currently, United Air Lines' insurance program in-
cludes a primary liability program underwritten by the
U. S. Aviation Insurance Group that provides coverage
of $100,000 per person and $4 million per occurrence. An

excess liability limit of $75 million is written by the
London market, some of which comes back to the U. S.
through companies like INA.

United self-insures its planes for in-flight losses up to

$10 million per year. Hull insurance over this limit is

covered to 90% by U. S. Aviation Underwriters with a

stop-loss contract written in London. Ground losses

involving United's aircraft are .covered to a percentage
of the value of each hull, providing a deductible of

$50,000 to $150,000 per plane.

A king-sized jumbo jet problem, according to London

sources contacted by Mr. Smith, is products liability
coverage for suppuers who provide components for jum-
bo j ets.

"Currently London underwriters are working with

manufacturers and future operators of jumbo jets, and

for us there is no problem because makers can add

products liability insurance costs to the delivered cost of

the airplanes:" he explained.
"Even Pratt & Whitney can add insurance costs to the

lirice of its giant engines. But the small supplier-the

company that provides screws and nuts and bolts-can-

not pass on the price of products liability coverage,

especially if only 5 % of his business comes from avia-
tion."

Continued on page 43



Prescription drug plan giving auto
manufacturers a severe headache

- held at the New York Hilton.NEW YORK Auto manufac-

turers that have joined in one of
the nation's most ambitious drug
prescription plans to date, already
appear to be suffering from an
overdose of paper work and legal
problems, less than a month after
the plan got under way.

This is the evaluation of Robert

A. Lennox, supervisor of insur-
ance for General Motors, who
urged employe benefits people
meeting here that if they must
negotiate with or offer such a
plan to their employes they do it
through existing major medical
programs.

Mr. Lennox spoke to those at-
tending the 23rd annual Confer-
ence Council on Employe Benefits

A SIGN ON the wall of a meet-

ing room there read, "Occupancy
by more than 580 persons is dan-
gerous and unlawful." If that is
correct, then the council came

dangerously close to breaking the
law on two days. And that despite
the fact the Mets were playing
and winning the fifth and final
game of the World Series.

So much for the atmosphere.
The prescription drug plan,

which went into effect for one

million United Auto Workers un-

ion members and their families

Oct. 1, has since caused a head-
ache for those who have been

caught up in them, Mr. Lennox

Crash. (Tension.) Bang. (Fatigue.) Boom.
(Material losses.) Thud. (Accidents.)

The factory is humming. But the noise
can be costly.

For example, if you do business with the
Federal Government, youll probably have
to contend with the newly-revised regulations
issued under the Walsh-Healey Act These
regulations set strict standards for physical
and chemical working environments-
including noise levels.

The Company reserves the light to determi,e the scope of its loss prevention se

told the group in his remarks.
Moreover, no remedy for the dis-
tress has as yet been found and it
has in fact been cornplicated by a
suit filed by a Peoria, Ill., drug-
gist who claims that such a plan
violates Illinois antitrust statues.

THE PRESCRIPTION drug

plan, Mr. Lennox explained, was
first negotiated by the UAW and
Ford Motor Co. in October 1967

and subsequently adopted by
UAW unions at General Motors

and Chrysler Corp. For reasons

he did not care to elaborate on,
the plan did not go into effect
until this month, however.

General Motors has worked out

its plan with Metropolitan Life

(There's a way to make your factory this quiet.)

At Liberty Mutual, we've been interested
in noise problems for almost twenty years.
For example, at our Hopkinton, Massachu-

setts, Research Center, we isolate machinery
in an anechoic chamber to study noise
generation. We experiment with noise abate-
ment. And if sound sources can't be

economically changed, we recommend
enclosures or other ways to reduce
the effects of noise.Our continuing research 
LIBERTY 
MUTUAL VU/'

rvice for each policyholder. Liberty Mutual Insurance Company/Liberty Mutual F, re

Insurance Co., Ford with John
Hancock and Chrysler with Aet-
na.

Under provisions of the plan,
each covered employe pays the
first $2 of the cost of a prescrip-
tion either for himself or a mem-

ber of its family. The individual
company then reirnburses the

pharmacy and is then reimbursed
by the respective insurance com-
pany. The paperwork involved, as
might be expected, is myriad.

While employes are not re-
stricted as to their choice of phar-
macy, there are advantages to

purchasing drugs from drug stores
participating in the plan. Partici-
pating druggists in areas where
UAW employes live have agreed
to charge a flat service fee for
each prescription dispensed, plus
the actual cost of the drug. In
Peoria, for example, the preset
service charge is $2.10. Thus, if a
prescription actually cost the
druggest $3.00 to prepare he

into environmental health has led to new

air-monitoring techniques, radiation evalua-
tion and fatigue analysis.

If you're concerned about how your com-
pany stacks up against recognized guidelines,
well be happy to send you our new brochure:
"Walsh-Healey, Liberty Mutual and You."

It's free. From Liberty Mutual. Just write
Mr. Grant B. Griffiths, Liberty Mutual
Insurance Company, 175 Berkeley Street,
Boston, Mass. 02117.

I wrance/Home Office: Boston. Copyright 1968, Liberty Mutual Insurance Company

would be entitled to $5.10, with
the employe's company picking
up $3.10 of the tab and in turn
passing it on to the insurance car-
rier.

EMPLOYES WHO DO not wish
to do business with participating

pharmacists have another though
more expensive plan to choose
from. Under it the employe pays
the druggist immediately for the
cost of the prescription and he is

then reimbursed by the company
for 75 % of the cost less the origi-
nal $2 co-payment. Under a third
plan, payments made to a doctor
directly for a prescription are

reimbursed entirely by the com-
pany except for the initial $2.

"The behind-the-scenes paper-
work with our carriers has been

extremely time consuming-and I
think that's an understatement,"
Mr. Lennox told the conference,
noting that is not the only prob-
lem. In addition to the suit in

Peoria there have been com-
plaints from pharmacists and em-
ployes that the limited number of
participating druggists constitutes
a form of discrimination for those

who, in addition to the original $2
co-payment, must also foot 23%
of the bill from non-participating
druggists.

Mr. Lennox also noted that

"the dispensing fee is not entirely
satisfactory in some areas," that
"discounting of the co-payment is
happening in some areas, to be
perfectly candid about it," that
"the sales tax where it applies is
something of a problem because
the sales tax has been built into

the dispensing fee," and that "im-
proper use of identification cards
issued employes by General Mo-
tors has occurred in some cases

where employes have left GM but
continued to use their cards."

THE MAJOR AND most imme-

diate problem, however, appears
to be the suit filed in Peoria. And
Mr. Lennox was unwilling to pre-
diet its outcome, nor speculate as
to additional suits which could be
forthcoming.

Circuit Court Judge Robert D.
Hunt has issued a temporary re-
straining order barring Caterpil-
lar Tractor Co. from paying the
drug bills of its its employes cov-
ered by the plan.

Judge Hunt's decision was is-
sued at the request of B. & L.
Pharmacy Inc. and "about 30
other local pharmacists" who

maintain they also have an inter-
est. The suit enjoins both Cater-
pillar and Metropolitan, the car-
rier.

THE SUIT ALLEGES that by
fixing a fee to be paid pharma-
cists for each prescription the de-
fendants "combined and con-

spired" to fix fees to be charged
Continued on page 8
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Merchants 'confused' about glass
.-

coverage in wake of Chicago riot
CHICAGO-Confusion about for the initial battle, were paid all tenants have their insurance

glass insurance came after a few for out of self-insurance Mr coverage arranged through the
hundred radical members of the Nilsson also said that no drugs or Germania building insurance brok-
Weatherman faction of the Stu- other items were stolen from the er He said tenants were covered
dents for a Democratic Society store by the Hartford group
bashed in windows of Near North Mrs Mary Ann Hass, president The owner of the Gold Coast

1 Side and Loop stores and bum- of the North Federal Savings and Player barber shop reported that
- nesses to "bring the war in Viet- Loan Assn, located across the he had a 50-50 co-insurance ar-

nam home to Chicago " street from the Walgreen drug rangement with Interstate Insur-

A selective survey of the own- store, said that insurance would ance Co for the glass breakage
ers and businessmen who suf- cover the several panes of glass He was unaware of the co-insur-
fered glass breakage indicates that broken in the association's all- ance factor prior to the Weather-
most didn't know what company glass facade building man riots
insured them, who was Or is their HOWEVER, Mrs Hass did not

agent or broker-"Just off hand"- know who was the broker or AN INSURANCE agency mana-
or whether or not their insurance agent involved, the insurance ger on the Near North Side said
actually would cover the breakage carrier nor what it might cost to that the Weatherman riots should-

replace the huge panes of glass n't put a crack in the Chicago
Club-swinging radicals took to the streets of Chicago s Near North Side, LARGE CORPORATE con- In the Loop, where the second area glass insurance market
clashing with police and crashing glass windows in their path cerns in the path of the rioters malor battle between the Weath- "We didn't have any claims to

-Wide World photo reported that they were self-in- erman rioters and the police took speak oi and none for glass
ured or uninsured Generally, place, a Jewelry store owner whose breakage-which is remarkable,

Conn. teachers want the large businesses had replaced store's front window was broken the agent said "But I've been
windows within a few hours or said he didn't know if his insur- looking into the glass coverage
the day following the damage ance would cover the damage Af- business and discovered that it

unemployment pay The smaller businesses, both in- ter calling his agent, he reported pays the highest commissions of
sured and uninsured, were still . that he did not have coverage for any insurance I could sell "
boarded up as many as 10 days glass breakage The reason for the high com-HARTFORD-The state's attor- applicants' names
after the destruction, but they Back on the Near North Side, missions, he said, was that someney general's office has been asked Inclusion of teachers under the
were opened for business the owner of the Perfect Touch carriers encourage the sale of

by the state labor department to new unemployment provision
No one interviewed reported Art Gallery said that United States glass insurance because it is

rule on whether school teachers would result in substantial pay-
looting, and there was no arson Fidehty and Guaranty Co would profitable Glass companies work

may collect unemployment com- ments to the state by local school fire cover the cost of replacing the closely with insurance companies
pensation during summer vaca- districts under normal relm-

Ed Nilsson, supervisor of in- two broken windows in his shop to provide glass breakage cover-
tion time bursement procedures

surance and finance for Walgreen Perfect Touch is housed in the age, according to the agent, and
Carl Eisenman, an attorney State education commissioner

Drug Stores, said the windows Germania building and the own- some glass companies, in effect,
with the state's attorney gen- William J Sanders has remarked broken in the company's outlet er of Blome Florist, which is also provide the insurance with the
eral's office, confirmed to Buslness that he does not believe teachers near Lincoln Park, staging ground housed in that buildmg, said that carriers as fronts
Insurance that he had been asked are eligible for unemployment
for clarifications on "full implica-- compensatioon since they are
tions" of public act 700, passed by hired on a 12-month contract Frito-Lay boosts
the recently-concluded state legis- In our opinion," he said, "they Fla. legislators have
lative session, extending unem- are not eligible " Moseley, Ewing
ployment compensation coverages

DALLAS-Harry E Mose-
"to all municipal employes " A SPOKESMAN for the state ley has been named manager

The ruling was shought after it unemployment cornpensation of- of employe benefits at Frito-
close insurance ties

had been learned that some Con- fice commented that there are
Lay Inc here, and John W

necticut teachers filed for com- many considerations involved be- Ewing has been appointed vp By DON BEDWELL Sen. Barron also served as

pensation during the 1969 sum- fore establishment of eligibility of employe relations president pro-tem during the 1967
rner recess for an individual-in the event MIAMI-If a survey of Florida session of the legislature, andMr Moseley, who previous-

the attorney general rules in legislators is any guide, the insur- Rep Matthews lS house whip
ly was employe relations rep-

SOME 98 TEACHERS, he said, their favor ance industry swings considerableresentative in Memphis, Joined
had filed for unemployment Teachers under a 12-month heft m some of the nation's state EIGHT OF 13 members on theFrito- Lay in 1967 as regional

capitalscompensation as of Sept 18 contract cannot possibly apply, employe relations manager in house insurance committee are

State law prohibits disclosure of according to Ronald P Scott, Louisville
The Florida check revealed that affiliated with insurance interests

Old Saybrook superintendent of Mr Ewing, formerly man- one out of every three state law- The senate committee figure is

Malecki gets schools ager of personnel administra-
makers has insurance interests two of seven

And, among the more influen- Attorney-legislators with no in-He said there lS no real prob- tion, succeeds Richard J
lem in such towns as Old Say- Caley, who has been named tial legislators, virtually every surance ties frankly admit that

top 'Bl' post brook since the teachers are con- to the newly created post of man can claim a direct link to the it'S the kind of business they

tracted frorn Sept 1 through industry would relish being invp of manufacturing oper-
Aug 31 "I wish I did" have insuranceations

NEW YORK-Alfred Malecki,
The entire matter, to Mr THE SURVEY, by the Miami chents, admitted one legislator

advertising director of Business
Scott's view, depends on contract Herald, turned up the fact that "It's a good type of busineBs to be

Insurance, will become publisher
duration A contract.for 180 days nearly half-22 of 48-of Florida's in as far as the legal business is

of the newsmagazine effective
or ten months, he added, mught Three firms state senators are involved in the concerned "

Jan 1
make the towns liable to pay insurance business in some man- Twenty-four attorneys m Flori-

Mr Malecki succeeds Myron A
unemployment compensation in ner About a third-37 of 119-of da's legislature acknowledge in-

Hartenfeld, who has been named
event teachers apply and qualify pay award the members of the state house surance connections, the largest

owe at least a portion of their group in Tallahassee

THE STATE unemployment livelihood to the Industry

compensation spokesman remark- to worker As the newspaper noted, "Legis- THE SURVEY did not include
ed that there would have to be

ROCHESTER, N Y -A Canadi-
lators draft laws regulating every the representation of title insur-

many cdnsiderations on an indi- an construction worker who lost facet of the insurance industry, ance companies, incidental to the
vidual basis before a teacher be-

both legs after a 43-foot fall from
from the form of contracts to the work of most attorneys

come eligible for payment qualifications for agents " Information in the survey wasa Xerox Corp building in Web-

He said that persons qualifying ster, has received $180,000 in set- Furthermore, these same law- gleaned from the legislators

for unemployment must be tlement of a suit stemming from makers act on legislation that de- themselves, from conflict of inter-
ready, willing and able and the fall termines which companies may do est reports and from Martendale
available to receive compensa- Auriel Sauve, 48, of Cornwall, business in the state and the reg- and Hubble's legal directory
tion The teacher would have to Ont, said the accident occurred ulation under which they must op- While the attorneys lead the list
be available for work If there

when he stepped on a loose piece
erate with insurance ties, all three

was evidence of a vacation, per of steel As a result of injuries, medical doctors in the state legis-

se, the teacher could not quahfy his legs were amputed below the LEGISLATIVE leaders in Flor- lator also have such connections

in the spokesman's opinion . knees, according to his attorney, ida, more than the run-of-the- The newspaper launched its
Alfred Malecki Norman M Spindelman mill lawmaker, owe allegiance to survey after Florida legislators

Titan buys Alliance After the accident June 29, insurance interests were found to have been closely

exec vp of Crain Communica- 1966, Sauve sued Spring Sheet This year's senate president, involved with several insurance

tions Inc, publisher of Business Titan Group Inc, New York, Metal & Roofing Co and Xerox John Matthews, has substantial companies that recently slipped
Insurance Mr Hartenfeld will has reached an agreement in Corp The two firms in turn sued insurance interests, as does House into bankruptcy or face liquida-
continue to have overall respon- principle to acquire Alliance Bro- Austin Co of Cleveland, which Speaker Fred Schultz tion .

sibility for the publication as kerage Corp, New York, for an was constructing the Webster A similar situation existed last

well as two others in the Crain/- undisclosed number of Titan com- building, to collect any verdict in year with Sen Verle Pope and
Com family mon shares Other firms m the Mr Sauve's favor Rep Ralph Turlington Kent heads pension unit

Mr Malecki, a 12-year veteran Titan financial services division Cost of the settlement, ap- Furthermore, according to the Edgar F Kent, formerly a trust
with Crain/Com, has been ad are the Harold Faggan Actuarial proved by State Supreme Court survey, senate Republican leader officer with the First New Haven
director of Buslness Insurance Cos of New York and the insur- Justice Arthur E Blauvelt, was Bill Young is an insurance sales- National Bank, New Haven, has
since its inception in October of ance brokerage firms of Bergman divided among the three defend- man In both houses, the chairman Joined the Connecticut Bank &
1967 Prior to that he served as & Lefkow, Chicago, Miami, and ants of the insurance committee-Rep Trust Co, Hartford, as an assist-
eastern advertising manager of New York, Bala Cynwyd Asso- Spring Sheet Metal & Roofing Carey Matthews and Sen Demp- ant secretary, in charge of the
Advertising Age, also a publica- ciates of Philadelphia, and Harvey was ordered to pay $170,000, Xe- sey Barron-does considerable le- pension administration division of
tion of Crain Communications • Insurance Agency of Los Angeles rox $5,000 and Austin, $5,000 • gal work for insurance companies the pension trust department
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Now let me see...

That's the story of Ben Holt,
911 right. Long time ago too. He
built combines. Late 1800's.
Sometimes you could see, oh,
forty horses out there pullin'
those things around the grain
fields of California.

Then 01' Ben, well, he
brought out a steam tractor.
Some 79 years ago. I was
just a boy and what a grand
machine that was.

Took six men just to *
run the thing it was so
big. Even had a fire-
man on board. But he

didn't stop there. Not
Ben Holt. Oh, must've
been 1904! He brought
out the first practical
crawler. Now, you
wouldn't know this

boy, but that was a

1

great day in farming. I remember...
And Wausau remembers. The
day Ben Holt tested the crawler
tractor he coined a nanne for
it that later became a famous
trademark. «Caterpillar." Now,
our policyholder, Caterpillar

Tractor Company stands for
quality and the kind of de-

termintion Ben Holt was
known for in the manufac-
ture of farming and earth-
moving equipment.

It has for 79 years.
Wausau stands for

the same thing in busi-
ness insurance.

So, we work to-
gether, and it works
out well.

We think insurance

ought to work for a living.
That's the Wausau Story.

Employer's Insurance of Wausau.

HAU SAU W.



state of the unions

t

AFL-CIO mood in the '70s: Easing
up on the emp/oye benefits man?

By DARRYL BRADFORD
Labor Editor

ATLANTIC CITY-The mood
at the AFL-CIO convention held
early this month was not so
much what it was but what it
was not. That, at least, is the
feeling an employe benefits man-
ager might have come away with
had he attended the annual la-
borfest in this boardwalk town.

Conventions held the last year
of a decade generally set a mood
or theme of things to come in the
next. This year's convention was

decidedly soft on employe bene-
fits. Therefore, lt is likely some
of the pressure from labor will
be off the benefits man in the
'705.

If resolutions passed at this
year's fest are any indication, la-
bor's push in the '7Os will be in
two areas: On business for higher
wages and shorter work weeks,
and on government for greater
occupational health and safety
measures, minimum standards for
workmen's compensation and un-
employment insurance and im-
proved social security benefits.

KEYNOTING THE zonvention,
AFL-CIO President George Meany
told delegates that today's paid
holidays, vacations and pensions
were "yesterday's victories." And,
although he did not say it in as
many words, the same should per-
haps also be said of the strides
made in the '6Os by labor in the
area of improved life and health
insurance benefits ncw enjoyed
by union members.

Although employe benefits were
generally excluded from most dis-
cussion on the floor and few if any
specific resolutions were passed,

Here's how to tie together
your International Risk Problems

I

they were not totally neglected.
Steelworkers President I. W.

Abel, for example, said he'll
place primary emphasis on win-
ning improved wages and bene-
fits because "that's what the

membership wants." He also said
that the drive for shorter hours

will continue to pick up momen-
tum in the '705, listing :he 32-
hour workweek as a goal "attain-
able" within four years.

HOWEVER, IT WAS the fed-
eral government and Congress
which came in for the most pot
shots from conventioneers here.

The floor resolved that Con-

gress must enact Federal occupa-
tional health and safety legisla-
tion "as a matter of national re-

sponsibility," and urged that body
to adopt legislation thai. wculd em-
power the Secretary of Labor to
promulgate, develop and enforce
health and safety standards where
adequate and developing new ones
where needed. The convention also

If One Company Can Serve You Best Both Here And Abroad, Doesn't It
Make Sense To Consolidate All Coverages-Domestic And Foreign-There?

If you can't answer YES to this question, you haven't investigated the international underwriting
facilities at Chubb & Son Ine. which are designed to meet the new insurance demands of the mul-
tinational corporation. Think of the advantages created when global policies are combined into
a centralized insurance program. Chubb's International Division is a large capacity market spe·
cializing in exactly such programs. Let us show your broker or agent the many benefits of using
a single carrier for your coverage both here and abroad.

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

MANAGER Federal Insurance Company • Vigilant Insurance Company • Great Northern Insurance Compaly • The Sea Insurance
Company Limited • The London Assurance • Alliance Assurance Company Limited • Sun insurance Office Limited • Affiliated
with Pacific Indemnity Group through The Chubb Corporatior • Life, Personal Health, Group Insurance, Pension and Profit Sharing

CHUBS Plans through The Colonial Lile Insurance Company of America • Aviation Insurance through Associated Aviation Underwriters.

urged Congress to provide for
strong Federal inspection, enforce-
ment and penalty provisions, with
hearing procedures and court re-
view for persons who feel aggriev-
ed by their application.

Citing an "alarming increase in
accidents on railroads" over the
last three years, the convention
also called on Congress to enact
legislation to provide new safety
standards on railroads.

LEGISLATION IS ALSO need-

ed, the resolution pointed out, to
protect the public and railroad
workers from increasing transpor-
tation of "dangerous chemical and
petroleum products." Railroad un-
ions contend that accidents involv-

ing such products are increasing.
Unemployment and workmen's

compensation insurance also came
under fire from the convention,
which cited a record of "dismal
failures" by state legislatures.

The failures, a resolution on
unemployment insurance noted,
point to the need for the Federal
government to set minimum

standards that would accomplish
several things.

Among them: expand coverage
to most workers now left out by

Continued on page 48

Wash watch ...
Continued from page 4
licensing of pilots in all boats of
more than 15 gross tons, or al-
most all of the 6,000 boats in
operation. It also would require
all boats of 750 horsepower or
more to have a licensed engineer.
This would effect about 1,700 of
the boats.

The other two bills deal with
the mandatory installation of

ship-to-shore radios to about 355
of the biggest towboats in opera-
tion and the enforcement of

"rules of the road," and the com-
pliance with river signs and reg-
ulations, which, according to Mrs.
Sullivan, are presently only hap-
hazardlyobserved.

Rep. Sullivan has commented
that, while she is not entirely
happy with the three bills, they
are at least a step in the right
direction and should begin mov-
ing toward passage now. She has
not given up her safety inspec-
tion plans, but said the Coast
Guard is ready to delay this
phase of the program because of
budget problems. •
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AND COMPANY

PUBLIC ADJUSTERS
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East Orange, New jersey (Home Office)
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New York, New York
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Bridgeport, Conn.
(Tri State Adjustment Service Co.)

27 Post Office Arcade (203) 333-5555
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Why does Parke-Davis insure with AFIA?
Because Parke-Davis and its brokers

need to be certain their international

underwriter has the experience, knowl-
edge, and the local offices abroad to
meet any insurance problem that may
arise.

Parke-Davis is typical of companies
doing international business today. it has

complex insurance requirements which
can only be met by an organization with
resources to match the insured's global
commitments. AFIA, with its more than

200 branch offices and 3,000 people in
80 countries, is the leading foreign under-
writer capable of providing the kind of

service that insureds like ParkeiDavis

expect.

AFIA also has seven offices in the

United States. Each is staffed by knowl-
edgeable insurance people who can help
you plan your international insurance
programs, using the latest available for-
eign information. Ourworld headquarters
in New York is the industry's leading
source for insurance information over-
seas.

These reasons help to explain why
Parke-Davis is one of the 87 largest com-
panies in America doing business over-
seas that insures with 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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Management Consultants

COMMONWEALTH SERVICES INC.

NEWYORK, N. Y.
300 PARK AVE.

(212) 688-1800

JACKSON, MICHIGAN

WASHINGTON, D.C.

Insurance and Pensions:

insurance audits,

management of corporate insurance programs,

evaluation and planning coverage for specific aoplication,

analysis of pension and employee benefits programs.

Commonwealth diversification helps
management solve complex problems.

Its strength is reinforced ty its ability to
draw upon the resources of its various companies.

Drug plan...
Continued from page 2
for services in violation of the
statutes.

The question raised, according
to J. M. Mathis and James Hatch-
er, attorneys for B. & L. Pharma-
cy, was whether the insurance
company imposed a prcgram on

1 pharmacists that has the effect of
forcing cudomers to "participat-
ing" drugstores, "thus indirectly
forcing price-fixing."

In a letter to employes report-
ing the legal development, Cater-
pillar said, "The company and the
union will continue to defend the
legality of the plan under Illincis

 law." However, employes were
told that only bills for prescrip-
tions incurred prior to the issuing

, of the restraining order would be
paid by :he company.

In the meantime emgloyes can
purchase drugs under the two al-
ternate plans. •

e retireme-Z«]F__ 106 -
C) before you come to it! 6

Every year there are more retired people. And every year employee to accumulate an amount of paid-1.p life insur-

their employers are faced with the dilemma of what life ance by age 65 or at retirement. This obviates the need for
insurance protection - if any - to provide these valued an employer to continue costly term insurance and helps
employees after retirement. stabilize future group insurance costs by eliminating the

Group term life insurance ofrers one solution. Coverage inevitable increase in term rates at the older ages.
goes on although advancing ages produce a rapid increase As an exceptional fringe benefit EGO is available to :m-
in cost for employer and employees too, if the plan is ployees without evidence of insurability, at rates which
contributory. compare favorably with amounts charged for permanent

Then, there's this new concept in group life insurance. life insurance purchased on an individual basis. And if
NWNL calls it Extra Group Ordinary-EGO for short desired, they may continue protection after retirement at
because it provides values and protection that belong to a rate based on their age at original issue.

the individual permanently. Write for a copy of the EGO Primer on your letterhead.
EGO is a practical means for an employee it will tell you how you can cross the retirement

to finance his post-retirement protection dur-
.0.1.0 0,0

ing productive working years. It enables the  bridge before you come Zo it !
EXTRA GROUP ORDINARY

NORTHWESTERN NATIONAL LIFE INSURANCE COMPANY
20 WASHINGTON AVENUE SOUTH • MINNEAPOLIS, MINNESOTA 55440

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.

. Model 934 solid state, micro-
wave intruder alarm system is a
simple detector developed by Bur-
lingame Scientific. It can cover
a rectangular area up to 10,000
square feet or a corridor 20 feet
wide and 300 feet long and is ideal
for protecting warehouses, manu-
facturing and storage areas, and
garages. Model 934 can sense a
three-square-foot target moving in
the protected area at a rate of
three inches per second and ten
miles an hour. Price is $697 F.O.B.
Burlingame, Cal.

• Computer Claims Control has
published a new brochure enti-
tled Facts in Motion for IM-
PACT. IMPACT stands for In-
surance Management ' + Accident
Control Technique, an informa-
tion control system to relate the
total costs of accidental loss to
each orerating division of a com-
pany. Monthly computer reports
are designed to communicate with
divisional management to motivate
correction of cost-causing condi-
tions. To obtain a Facts Pack on
IMPACT, write Guyon Saunders,
Computer Claims Control, Box
9013, Armarillo, Tex. 79105.

• Companies that spend as much
as 30% of payroll on a wide range
of employe benefits should at least
receive a reciprocal benefit from
those employes-that of recogni-
tim Benefacts is a folder of sam-
ple brochures and reports, aimed
at the individual employe, and ex-
planatory material on the services
of Benefacts Inc. in an effort to
reduce the benefit communications
gap. It is their contention that each
employe must be given a dol-
lars-and-cents value to place on
his personal benefits before real-
ization of them occurs. This, the
company believes, is far more
effective than a general informa-
tion brochure or film, which of-
fers the worker only general
knowledge of his company's ben-
efit program. For your folder
write Walter P. Petersen, 2 N.
Riverside Plaza, Chicago, Ill.
60606.

• Fidelity and Deposit Co. of
Maryland offers a 40-page book,
Embezzlement Controls for Busi-
ness Enterprises. The book's'eight
chapters discuss control of cash re-
ceipts and disbursements, mer-
chandise and a program for small
businesses. Also included is a check
list of internal control procedures.
For a copy of the item write the
company in Baltimore, Md. 21203.

• The National Fire Protection

Assn. has published in pamphlet
form its Proposed Standard for
Fire Tests 6f Window Assemblies
(NFPA No. 257-T). The text has
not yet been officially adopted by
NFPA and is still subject to ma-
jor revision. The item applies to
window assemblies including glass
block and other light-transmitting
assemblies for use in wall openings
to retard passage of fire. Copies are

available from the association for
75¢, at 60 Batterymarch St., Bos-
ton, Mass. 02110.

• A specification sheet detailing
the safety and performance fea-
tures of Ansul Carbon Dioxide
Extinguishers is available from
the company at Marinette, Wis.
54143. The extinguishers come in
5, 10, 15 and 20 pound capacities
and are suited for indoor use
where winds and drafts do not
affect discharge of the gas or
where an extinguishing agent
leaving no residue is required.
Carbon dioxide units are well

suited for use with flammable liq-
uid, gas and electrical hazards.

• Alarm Lock Corp., 33 Power-
house Rd., Rosyln Hts., N.Y.
manufactures Safety Alarm Lock,
which provides full-time locking
of emergency exit doors while
complying with standard safety
and building department codes.
The first penson to reach the door
releases the lock with slight pres-
sure on the clapper, automatically
opening the door and sounding the
alarm. A brochure describing unts
for different types of doors is free
from the coporation.

• Buyers of benefit plans will be
interested in two booklets pub-
lished by Charles D. Spencer &
Associates Inc.,222 W. Adams St.,
Chicago, Ill. 60606. Under the
heading of Understanding Bene-
fits, the two informational items

cover group disability benefits
and group term life insurance,
For inforrnation on quantity
prices, contact the publisher.

• Holmes the Protectors and Au-

tomation on Guard are two pam-
phlets explaining the background
and services of Holmes Electric
Protective Co. Light, sound and
vibration detectors are covered
briefly, as well as vault protection
and use of a silent alarm. To ob-

tain the booklets, write the com-
pany at 370 Seventh Ave., New
York, N.Y. 10001.

• A 20-page booklet, The Liber-
ty Mutual Products Liability

Seminar, is free from Liberty Mu-
tual, 175 Berkeley St., Boston,
Mass. 02117. It covers current his-

tory of products liability exposure
and how it has mushroomed;
what its effect can be on any
company; establishing a basis for
evaluating the liability hazards
and potential loss exposure and
insurance protection; the problem
of strengthening market position,
maintaining profit margin and
curbing increasing government
control; and it evaluates recent
trends in controlling potential
losses and establishing business
procedures for product liability
claims.

• The Shredmaster Corp., 891 S.
Ocean Ave., Freeport, L.I., N.Y.
11520 offers a free folder, Record
Retention Schedule, graphically
showing the minimum periods
that business records must be re-
tained for government and busi-
ness purposes. Also offered is lit-
erature explaining how to destroy
obsolete records quickly. quietly
and efficiently.

• A 12-page .booklet from Com-
mercial Loan Insurance Corp. dis-
cusses Lease Guarantee Insurance
as a new concept in rental income
security. A premium rate chart is
used to illustrate the item and
information concerning the corpo-
ration's reserves is included. For a
copy write the corporation at 606
Marine Plaza, Milwaukee, Wis.
532031.



• The second- edition of Profit

Sharing in Perspective, by B. L.
Metzger, has been published by
the Profit-sharing Research
Foundation. The up-dated infor-
mation places primary emphasis
on: unionized profit-sharing com-
panies; problem solving through
profit sharing; profit improvement
tied to profit sharing; incentive
methods, today and in the future;
cash-deferred options in profit-
sharing plans; and increased pro-
ductivity through joint partici-
pation. The study costs $8.50 and
is available by writing the foun-

dation at 1718 Sherman Ave.,
Evanston, Ill. 60201.

• What should the safety engi-
neer dealing with problems of in-

dustrial hygiene know about re-
spiratory protective equipment?
An eight-page item compiled by
D. E. Albert, Mine Safety Appli-
ance Co., Pittsburgh, Pa., and re-
leased through the National

Safety Council covers the subject.
The illustrated pamphlet is titled
Respiratory Protective Equipment

and is accompanined by revision
Data Sheet 444, also illustrated.
For information o n quantity
prices and member discounts,
contact the National Safety News,
425 N. Michigan Ave., Chicago,
Ill. 60611. Please indicate stock

numbers 111.17-29 and 123.04-444

for the two items.

• If You Don't Believe in As-

trology...isa fold-out brochure
published by State Farm Insurance
Cos. Based on a zodiac theme, the
item would make an interesting
and informative employe handout
because it deals with fire preven-
tion safety tips for members of
the household. It is available

through any of State Farm's 22
regional offices or the main office
in Bloomington, Ill. 61701.

• A 12-page booklet, Tentative
Standard for Explosives Motor
Vehicle Terminals, is available for
75¢ from the National Fire Pro-
tection Assn., 60 Batterymarch
St., Boston Mass. 02110. The ma-
terial, which discusses terminals
defined as "interchange lots"
where explosives vehicles
are parked, "less-than-truck-load
lots" for unloading and reloading
partial loads, and vehicle mainte-
nance shops, and/or driver rest
facilities. The material is being
submitted for official adoption by
the association. The item is NFPA
number 498-T.

• Information on two oscillat-

ing cameras designed for the pre-
vention of shoplifting, employe
theft, holdups and bad checks is
available from the manufacturer

of Photo-Scope Model E and
Photo-Scope Model Z, Security
Electronics, Inc., 1503 Howard St.,
Omaha, Neb. 68102.

• Honeywell Inc. has compiled
information on the use of comput-
ers in transportation in a booklet
concerning a railyard switching
system built by Wabco. There is
the possibility that the switching
system helps reduce accidents in
the yard, although there are no
statistics available. To obtain the
booklet, contact Honeywell's com-
puter control division at Old Con-
necticut Path, Framingham, Mass.
01701.

• Exploring New Insurance Ho-
rizons... presents the history
and philosophy of Eliel and Loeb
Co. In its booklet, the brokerage
firm lists case-history type sum-
maries of work completed for
various kinds of companies. For a
free copy write the company, in
care of David L. Glueck, vp, 175
W. Jackson Blvd., Chicago, Ill.
60604.

Senate passes oil spill liability measure
WASHINGTON-Despite pro-

tests from insurance underwrit-

ers and shippers all over the
world, the Senate has passed a
bill which would hold ship own-
ers liable for unlimited costs for
cleaning up oil spills in which
the oil discharge was intentional
or resulted from negligence.

The Senate passed the proposal
with an 86 to 0 vote after two

days of floor debate, sending it to
conference with the House. The
House passed a similar bill in
April, but their version would
limit the owners' liability to $100
per gross ton of the vessel, up to
a maximum of $10 million.

The Senate bill calls for the
owner to pay, without limit, if
the government finds that the oil
discharge is the "result of negli-
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genee or a willful act." If no
negligence is proved, the owner
would be required to pay costs
equal to $125 per gross ton of
the vessel, up to a $14 million
maximum.

BOTH THE SENATE- and

House-passed proposals would

release a tanker owner from any
liability in cases in which the
cause of the spill is traceable to
an act of war, God, or a third
party, or resulted from negli-
gence on the part of the U.S.
government.

Protesting the Senate's insist-
ence on unlimited liability when
negligenee is proved, representa-
tives of both the insurance and
oil industries testified repeatedly
before the Senate public works

committee that they could imag-
ine no circumstance in which a
discharge of oil would occur
without some degree of negli-
gence.

For this reason, sorne for-

eign shippers reportedly have
threatened to stop coming into
U.S. ports if the Senate bill be-
comes law. That bill leaves no

protection for an innocent owner,
anyone of whose employes could
be responsible for the violation,
without the owner's or manager's
knowledge, it was pointed out.

Representatives of both Ameri-
can and British underwriters told
the Senate committee in no un-
certain terms that they simply
will not insure when there is un-
limited liability in cases of negli-
genee.

GULF INSURANCE
GROUP
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Regarding the liability of off-
shore drilling operations, both
the Senate and House bills estab-
lish an $8 million maximum lia-
bility. The House also sets an $8
million limit on on-shore facili-

ties for processing, transporting,
transferring or storing oil.

The Senate, however, sets the
limit at $125 per ton of oil that
any processing, transporting or
transferring facility can pass
through in a 24-hour period, or
that the largest unit of any tank
farm could store at a given time. •

Nonprofits offered cover
American Home Assurance,

New York, is offering directors
and officers liability insurance to
nonprofit and/or charitable or-
ganizations.

Eastern Division Pacific Division 1 Southwestern Division
Fort Lee, New Jersey Los Angeles, California 1 Dallas. Texas
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N. California quakes tough but not
up to experts' pessimistic forecast

SAN FRANCISCO-They were
big-the three earthquakes that
rocked Northern California as

October got under way-but not
the truly devastating ones all the
seers have been predicting.

Reason, according to insurance
company "quake experts" and
University of California seismol-
ogists, was that the three earth-
quakes did not come from Cali-
fornia's two major earth faul-s,
the Hayward and the San Andre-
as.

Instead, the tremor's epicenter
was a small fault that parallels
the foothills of Santa Rosa.

THE RICHTER Scale readings
were 5.6 and 5.5 for the first two
and 3.8 for the final rumble, the

strongest to hit the area since the
1961 trernor.

The three quakes were strong
enough, however, to cause darn-
ages at Santa Rosa estimated by
that city's Mayor Jack Ryerson
as between $5 million and $10
million.

Original estimates of $1 million
damage are being revised up-
ward, Mayor Ryerson said, "as
city investigators keep finding
nnore and rrlore evidence of

structural damage to buildings."
City engineers have been find-

ing buildings with no visible
damage had suffered "severe

structural damages, far beyond
simple plate glass breakage"

SAN FRANCISCANS definite-

ly felt the slippage in the Santa
Rosa faults as it moved wavelike
in a southerly direction down
both sides of San Francisco Bay,
diminishing in intensity as it
moved farther south frcm Santa
Rosa.

However, Santa Rosa, a com-
munity of 50,000 residents, rocked
and reeled like the traditional
drunken sailor.

City Manager George Minturn
reported 11 Santa Rosa residents
suffered minor injuries, mostly
cuts torn shattered glass left on
floors after the three shocks.

Literally hundreds of homes
were damaged in the three
quakes, which shook a 150 mile
stretch of Northern California. At
least two houses shifted so badly

on their foundations that they
are considered "a total loss."

Is there a medical
benefit plan
for ailing profits?

ONE SCHOOL, previously con-
demned as unsafe, was damaged
to the point at which it will have
to be demolished.

Hardest hit building was the
Miramar Hotel, built a year or
two after the 1906 earthquake. In
addition to the exterior damage,
some $5,000 worth of liquor in
the hotel's bar-restaurant, ran
down the streets as the quakes
broke bottles.

Santa Rosa Memorial Hospital
reported damage to its cardiovas-
cular equipment would exceed
$100,000.

Water pipes were broken in 70
places and Pacific Gas & Electric
Co. was required to turn off gas
to more than a hundred homes
where leaks developed.

DAMAGE TO city owned

structures will be covered by the

Medical benefit plans have a way of getting out of
hand. Even as the costs of medical care keep
climbing, employers are pressured to add a little
more coverage here, an extra wrinkle there.

You may not even be overdoing it. You
may need every bit of the employee coverage you
now have. But without close professional atten-
tion, your medical plan can easily become a drag
on your P&L Statement.

Before trings go wrong, let Johnson &
Higgins review your entire program. Your problem
may be a lack of coordinated planning and effec-
tive control. Our staff of experienced consultants
and medical plan soecialists will makea profes-
sional examination of what you're spending, and
how you're spending it. Help you eliminate over-
lapping coverages and install tight controls. Help
you reshape your medical and other benefit plans
to give you only the precise coverage you need,
anc at the most reasonable cost.

Our approach as insurance brokers and
emoloyee benefit consultants has one aim - pro-
tecring your profits.

Johnson&Higgins
In major cities in the United States, Canada, around the world, and at 63 Wall Street, New YDrk.

city's self-insurance, but San
Francisco based insurance com-
panies, which now have crews of
adjusters at Santa Rosa, refused
to offer any estimate of what
their potential losses might

amount to.

Two more earthquakes, on Oct.
6, both mild, jarred Santa Rosa a
few days after the major quakes.
The later tremors registered 3.7
and 2.5 on the Richter scale and
were the fifth and sixth to rock
the city in less than a week.
Neither of these two quakes
however caused any damage.

As a result of the first three
quakes, Sonoma county has been
declared a disaster area and is
therefore eligible for low-interest
loans from the Small Business
Administration to repair damage
caused by the quakes.

Several department stores re-
main closed. Approximately 40
homes were damaged beyond re-
pair and 200 suffered serious
darnage.

AMONG THE unexpected side
effects was the closing of the
city's Roxy Theater, which had
specialized in nudie sex films. It
has opened a few months ago, in
spite of strong civic opposition.
With city leaders still trying to
get it closed legally, the earth-
quake succeeded in doing what
they coul(in't do. The building is
no longer considered safe.

In view of normal restrictions

on earthquake insurance, the city
will have to pay for most of the
damage out of its self-insurance
fund. •

Boston b/aze

sure to top
first estimate

BOSTON-A fire that destroyed
a supermarket chain's warehouse
here was originally estimated at
causing $15 million damage. At the
time, however, a company spokes-
man said it could conceivably go
much higher than that because of
interruption factors. Apparently it
Will.

The blaze destroyed a Stop &
Shop warehouse, virtually wiping
out one-third of the company's
food resources. The chain is con-
sidered to be the number one
food retailer in the Boston area
and number two in all of New
England.

An insurance executive, speak-
ing to a gathering of American
Society of Insurance Management
in Philadelphia recently, said that
he understands "reserves for the
fire have now been placed at $25
million." Stop & Shop is insured
with both domestic carriers and
Lloyd's of London.

QUESTIONED ABOUT the

new estimate, a spokesman for
the food comapny told Business
Insurance that he "doubts if re-

serves are going to be that high.
That might have been the figure
when adjusters first surveyed the
damage, but I think they have
subsequently revised it and come
up with a more conservative fig-
ure."

He was unwilling to say what
Stop & Shop's own estimates are,
explaining that total expenses
will not be known for some time,
However, it is believed losses far
exceed the $15 million figure.
The company estimates it will
take more than a year to build
another warehouse and, in the
meantime, business interruption
expenses are being rung up daily.

clauses written into its policies.
Stop & Shop retail outlets in

the area are still being supplied
on a direct basis by major sup-

ble. •



Baylor says ASIM unit 'new voice for consumer
CHICAGO-A corporate insur-

ance buyers' committee has been
hailed as a "new voice for the
consumer" by Illinois Insurance
Director James Baylor.

Mr. Baylor told Business In-
surance that he welcomes the
formation of the Chicago liaison
group of the American Society of
Insurance Management, a six-
man committee that will confer

with him about insurance- regula-
tion and legislation in Illinois.

"My concern," said Mr. Baylor,
"is that consumers' groups have.
so little voice in what is going on,
even though they have a major
concern about insurance matters."

The insurance director said he
views himself "as the transmit-
ting agency, if nothing else." For
this reason, Mr. Baylor said, he
welcomes the formation of the
ASIM committee to work. with
his office.

WALLER B. SMITH, director
of insurance for United Air Lines

and chairman of the Chicago
ASIM liaison cornmittee, said, "If
this is a pilot program, it should
give rise to unbridled enthusiasm

AMA vp
seeks idea

integration
DETROIT-The newly elected

vp in charge of the insurance
division of the American Man-

agement Assn. believes that a
greater integration of ideas be-
tween buyers and sellers is called
for, and in his year in the "vol-
unteer" office he hopes to make a
contribution in that direction.

"I'm just getting started," Dan-
iel D. Gaitley, insurance manager
for Chrysler Corp., told Business
Insurance the other day, adding
that he has no wildly innovative
ideas planned for his year of of-
fice.

"I guess I function as a chair-
man at the various AMA meet-
ings and seminars, as well as
having a hand in the planning of
the sessions. But there's not too
much to do on a day to day basis.
The AMA has a full-time staff for
that.

"WE HOPE TO do more pro-
grams of greater interest to buy-
ers, producers and brokers. In
the insurance industry-using the
broad term-there are probably
more things of greater consequence
taking place now than ever be-
fore. It's our function to keep our-
selves abreast of these changes and
provide a forum where ideas and
pro.blems can be put on a table
for discussion."

Asked if there is any one thing
that strikes him as of paramount
importance during these conse-
quential days, Mr. Gaitley com-
mented:

".If anything, maybe it is that
there hasn't been complete com-
munication between insurance '
buyers and sellers in the past."

A SOLUTION?

"Maybe these communication
problems can be mitigated or
even resolved through the AMA
and other vehicles like it where
we can get beyond the glitter of
this business and get to specifics.
There are a lot of independent
conferences going on all the
time," he added, intimating that
buyers talk to buyers, sellers to
sellers and brokers to brokers.

What is more necessary, he
said, is an integration of these
groups. The AMA has provided a
certain amount of this, he added,
but even more is needed. •

for this type of dialogue."
In the first meeting with Mr.

Baylor, the Chicago ASIM com-
mit:ee considered such matters
as:

• The need, if any, for a state-
sponsored and controlled insolv-
ency fund' and the optimum-meth-
ods for maintaining such· a fund,
• The operation of the Illinois

FAIR plan and whether insur-
ance under :the plan is overprked
or insurance requirements con-
tinue to be unfulfilled by the
plan.

• Whether present premium
taxes in [Ilinoi: are equitable and
efficient, and whether there should
be a parity between taxes imposed
on domestic and foreign companies.
• What impact long-range eco-

nomic trends will have ou demands
for insurance capacity, particular-
ly for the major corporate insur-
ance buyer.

Members of the Chicago ASIM
liaison committee pledged to Mr.
Baylor thai they will bring these
matters to the attention of the
chapter's membership at a meet-

strictly
top dravver

As individual businesses these firms are the outstanding
sources of insurance in their respective areas.

Collectively they form Insurance Service Associates-
the world's most knowledgeable network of independ·
ent brokers.

A network that can serve you with on-the-spot insurance
representation virtually anywhere. any time... that
can also provide influential contacts wherever you
choose to grow, or sources of information, or ease you
through language barriers.

Clearly, those who insure through I.S.A. members get
the attention they deserve. They also get broader pro-
tection and more attractive rates. (I.S.A. has a combined
purchasing power approaching $250,000,000.00 in an-
nual premiums.)

Sound interesting? The member near you will be glad to
give full details.
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ing this month and will report to
him after members have reacted
to problems and questions pre-
sented by the insurance director.

"THE BALL SO often gets
dropped on pressing insurance
matters," Mr. Baylor said, "and I
felt that this ASIM committee
could help us attack such prob-
lems as insolvencies, taxatioh
and the loss of capacity through
the formation of conglomerates
that buy insurance companies."

Mr. Baylor indicated that the

committee will consider' a wide.
range of matters - including the
need for corporations to take re-
sponsibility for work safety with-
out shunting the problem to their
insurers.

Members of the Chicago ASIM
liaison committee, in addition to
Mr. Smith, include Dean Alexan-
der, Consolidated Foods Corp.;
William F. Burke, Inland Steel
Co.; Edward D. Hansen, Trans
Union Corp.; James Mascarella,
Quaker Oats Co. and H. Jay Var-
ner, Bell & Howell Co. •

ALABAMA, Birmingham, Independent Insurance Agents, Inc.
Mobile, Thames & BatreALASKA, Anchorage, LaBow Haynes Co. of Alaska, Inc.

ARIZONA, Phoenix, National-Heard InsuranceARKANSAS, Little Rock, Rector, Means and Rowland, Inc.
CALIFORNIA, Los Angeles, Kindler, Laucci & Day

San Francisco, Clifton & Company
CANADA, Manitoba, Winnipeg, Ryan Agenc, LimitedOntario, Toronto, Tomenson, Saunders LimitedQuebec, Montreal, E. A. Whitehead LimitedSaskatchewan, Regina, Ducketts Limited
COLORADO, Denver, Loiseau, Neiswanger & Co.
CONNECT!CUT, Hartford, Goodwin, Loomis & Britton

A-C
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DISTRICT OF COLUMBIA, Washington, Howard & Hoffman incorporatedFLORIDA, Jacksonville, Harry E. James,Miami, D. R. Mead & Company
GEORGIA, Atlanta, Dunlap and CompanySavannah, Palmer & Cay, Inc.HAWAII, Honolulu, The Hawaiian Insurance& Guaranty Company, LimitedIDAHO, Boise, Stein-McMurray insu;ance Inc.ILLINOIS, Chicago, Stewart-Keator-Kessberger & Lederer, I nc.INDIANA, Indianapolis, Robert N. Bowen & Associates,IOWA, Des Moines, LaMair-Mulock-Condon Co. Inc.

f K-N
KANSAS, Wichita, Wheeler Kelly Hagny Insurance, Inc.

KENTUCKY, Louisville, Nahm and Turner, Incorporated
LOUISIANA, New Orleans, Gillis, Hulse & Colcock, Inc.

MAINE, Portland, Morse, Payson & Noyes

MARYLAND, Baltiin ore, Riggs-Warfield-Roloson, Inc.

MASSACHUSETTS, Boston, Boit, Dalton & Church, Incorporated
Lowell, Fred. C. Church, inc.

MEXICO, Mexico, O.F., Kennedy & Hijo, A. P.

MICHIGAN, Detroit, General Underwriters, Inc.

MINNESOTA, Minneapolis, Wirt Wilson & Company

MISSISSIPPI, jackson, Fox-Everett, Inc.

MISSOURI, St. Louis, Lawton-Byrne-Bruner Insurance Agency Co.
NEBRASKA, Lincoln, Weaver-Minier Company, Ltd.

Omaha, Jones-Weaver-Minier-Martland, Inc.

/V- 7

NEW YORK, Buffalo, Laverack & Haines,New York, Despard & Co.,
Inc. inc.NORTH CAROLINA, Charlotte, James J. Harris & CompanyOHIO,

Cincinnati, A. W. Shell & CompanyCleveland, The W. F. Ryan Corporation
OKLAHOMA, Oklahoma City, Ancel Earp, McEIdowney & Associates, Inc.OREGON, Portland, Jewett, Barton, Leavy & KernSOUTH CAROLINA, Columbia, Boyle-Vaughan AgencyTENNESSEE,

Kingsport, Bennett & Edwards Agency,Memphis, E. H. Crump & Company
T- Z 1

TEXAS, Dallas, Harris-Moore and Associates
Houston, Houstoun, Stevenson & Cummings

UTAH, Salt Lake City, Ed. D. Smith & Sons
VIRGINIA, Richmond, Delarnette & Paul

Roanoke, Chas. Lunsford Sons and Izard, Inc.
WASHINGTON, Seattle, LaBow, Haynes Company Inc.
WEST VIRGINIA, Charleston, Mcoonough-Caperton-Shepherd-Goldsmith
WISCONSIN, Milwaukee, Carney-Rutter Agency, Inc.

 PUERTO RICO, San Juan, Barros & Carrion, Inc.
....'...........

ARGENTINA, AUSTRALIA, BELGIUM, COLOMBIA, ECUAOOR,
FRANCE, GERMANY, ITALY, JAPAN, NETHERLANDS, NEW
ZEALAND, PERU, VENZUELA

L___ ---

INSURANCE SERVICE ASSOCIATES
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If ifs too big to handle, wdll eat our hat.
Chew it over with your independent agent.

Ask, for instance, about SUPERCOVER,
our new Blanket Excess Liability Policy
for business. (It's the only policy with
three deductible options.)

Or our anything-but-ordinary Ordinary

Excess- for both Commercial and

Professional.

Or Product Withdrawal.

Or Errors and Omissions Insurance-

for newspapers, broadcasters, advertisers,
ad agencies, electronic data processors.

In short: whatever the risk, make sure

your agent checks out Fireman's Fund.
And while he's at it, ask him to get you
our explanatory brochures.

We think you'll find we're just your size. 
Fireman's Fund American/Excess Risk Insurance



Avis to rent cars in Russia;
insurance limits equal N.Y.

NEW YORK-Avis Interna-

tional has reached agreement

with Intourist, the official Soviet
travel organization, and will soon
be providing car-rental service in
14 Russian cities.

The U.S. traveler driving a
shiny Volga through Lenin Square
in Moscow, however, will be pro-
tected by as much insurance as he
would be were he guiding a new
Plymouth down New York's Park
Avenue.

"Our basic theory for insur-
ance," according to Avis' John
Murphy, insurance manager, "is
that we provide the best insur-
ance available locally. If the best
does not meet the standards of
the standard New York policy

($100,000 and $300,000 personal
injury and $25,000 property dam-
age) we reinsure with Continen-
tal Insurance Co. here to bring it
up to that amount," he explained.

According to Mr. Murphy, Avis
will be insuring its primary cov-
erage with a Russian company.
He does not know what ·company
that is yet, nor does he know the
limits of the basic Russian pclicy.
Details have not been completely
worked out.

The Avis announcement came

six months after a similar agree-
ment was reached with Intourist

by Hertz International. Both
companies will use Russian autos
such as the Volga, Chaika and
Moskvitch. .

Indonesia prohibits
noryadmitted carriers

DJARKARTA, Indonesia-
Indonesia has banned the use
of nonadmitted ir_surance

companies unless the local
companies can't absorb the
risk.

According to AFIA s office
here, the government has stat-
ed that coverages "sh"ould be
concluded with an insurance

company, either national or
foreign, registered in Indo-
nesia."

The decree added shat in-

surers registered in the coun-
try are "obligated" to take
on coverage, but that in case
the domestic insurance mar-
ket can't handle it, "the risk
in excess" can be forwarded

to the insurance market

abroad.

Insurers mull action

after Montreal riots
MONTREAL-Insurers are

mulling the possibility of declar-
ing all or part of this city off
limits when renewal time comes

around, in the wake of wide-
spread looting and rioting un-
leashed after police and firemen
went on strike. Damage was esti-
mated in the millions of dollars.

"We paid for damages during
race riots in the U.S. and we will
cover legitimate claims here," a
spokesman for Liberty Mutual
Insurance Co. here stated.

"Whether or not the policies in
this area will be renewed is an-

other matter entirely," the Liber-
ty Mutual man said. "In certain
areas of the U.S. we have started

If it
bothers

you to
belong to-

66insurance anonymous"...

Let us show you the end of faceless, name-
less, mass-oriented business life insurance.

Revolutionary new COMP-U-TERM treats
your needs-business or personal-as one-of-
a-kind, with infinite choices for personalizing.

COMP-U-TERM introduces insurance

benefits tailored precisely to your needs-free
of rate book standardization. It allows your

benefits to increase, decrease, or remain level

- in any pattern meeting your specific, indi-
vidual requirements, no matter how unique.

COMP-U-TERM is perfect for short or
long-term Key Man protection in land devel-
opment, construction operations, short-term
creditor insurance. Or your own out-of-the-
ordinary situat:on.

COMP·UTERM®makes business Life Insurance#t like a glove 
0

MAKE US PROVE IT. SEE YOUR CONTINENTAL ASSURANCE MAN, OR YOUR INDEPENDENT AGENT. OR USE THE COUPON.

r

©CA/CNA, 1969

- .CONTINENTAL

 ASSURANCE Co.li4%
* CNA FINANCIAL CORPORRTION

CONTINENTAL ASSURANCE CO.- DEPT. 109
310 S. Michigan Ave., Chicago, 111. 60604

Yes, my insurance needs dre different. Rush details on how
COMP-U-TERM may help me.

Name

Address

City- State

_Title

7ip

selling property damage policies
as a separate package at an addi-
tional fee."

ONE BROKER here contended

that "we may very well run into
a situation like that in the U.S.,
where merchants in some parts
of cities find it impossible to get
insurance coverage for their

properties. Watts and the black
areas of Detroit fall into this cat-

egory," he added.
Some property owners here

voiced concern that because the

army was called in to quell the
rioting and looting insurance
companies would refuse to honor
claims on the ground that the
disturbance constituted an in-
surrection.

Civil wars and insurrections

are specifically excluded from
standard property coverages, but
insurers, such as the Liberty Mu-
tual representative, indicated
they would pay off on claims-at
least this time.

WHILE OFFICIALLY insur-

ance companies say they will
cover store owners in any part of
Montreal, some 'make the terms
of coverage extremely strict.

"When we are asked to insure

a commercial property in an area
we regard as sensitive," one in-
surance company source noted,
"we tell the client that we will

only cover him if he maintains a
24-hour armed guard, installs a
complex sprinkler system and
puts in a dual alarm.

"Since many store owners

lease their properties, that is the
last we hear of them," the insur-
er said.

ALTHOUGH MONTREAL has
been the scene of several riots in

the past year, it is Toronto where
insurance rates for plate glass
protection have gone up the
most.

Montreal premium rates for
glass have increased from a 10%

discount to a 30 % premium over
the last few years, but Toronto
rates have jumped to an 80%
premium over the Canadian av-
erage.

"This is the result of the

higher cost of replacement in To-
ronto," a Montreal insurer ex-
plained. "But you can bet that
when the new rates are drawn

up, the St. Catherine street shop
owners are going to pay more-if
they can even find someone to
insure them."

CHARLES. MOREAU, of the

Insurance Bureau of Canada,,was
optimistic that the rioting here
would have little effect on insur-
ance rates and that coverage

would be available.

"As one isolated incident this

should have very little effect on
rates," he said. "However, if this
sort of thing continues it would
definitely mean higher rates for
the area."

The strike by 3,700 policemen
and 2,100 firemen left the city's 2
million population virtually un-
protected Oct. 7. Quebec provin-
cial government leaders said

Montreal was "threatened by an-
archy" and invoked emergency
powers to put police forces under
the command of the provincial po-
lice. In addition, some 600 Army
troops were called into the area.

During a two-hour rampage
through the city, looters burned
four busses and four cars at a

of Montreal, broke windows at
the Queen Elizabeth and Windsor
hotels and cleaned out jewelry
and department store windows. m



Universal health plan
gets additional backing

NEW YORK-Support for a
universal U.S. health insurance
plan appears to be snowballing
as winter approaches, with a
group of influential medical, un-
ion, political and civil rights
leaders adding their voices to the
cause.

The latest proposal was aired
here by the Committee for Na-
tional Health Insurance, of which
Walter P. Reuther, president of
the United Auto Workers, is chair-
man. It appears to be the opening
vibration of a major public rela-
tions drive to drum up support
for legislation which could come
after the first of the year.

Thb proposed plan would cover
all Americans, be operated by
the Federal government and fi-
nanced by payroll and general
taxes.

SOMEWHAT SIMILAR to the
national health ' insurance plan
pushed by President Truman in
1948 and defeated after strong
opposition from the American
Medical Assn., the proposal is
expected to again draw strong
fire from the AMA.

Mr. Reuther and his commit-
tee, however, expect to have pro-
posed legislation for the plan
drawn up by early 1970 and
ready for introduction to Con-
gress. The cornnnittee includes

Dr. Michael E. DeBakey, the
heart surgeon; Mrs. Albert D.
Lasker, who is influential in
medical affairs; and Whitney M.
Young Jr., executive director of
the Urban League.

(As reported earlier in Business
Insurance, the National Governors
Conference, which met in Colorado
Springs early last month, endorsed
a similar measure. In addition, the
American Hospital Assn., which
represents 7,000 of the nation's
hospitals and extensive-care nurs-
ing homes, recently said it was
"going to take a good hard look"
at a universal health plan and
would report its findings early
next year, presumably in time to
take a legislative position on the
matter.)

Outlining the committee's plan
during a two-day conference here
was Dr. I. S. Falk, professor emeri-
tus of Yale University School of
Medicine.

DR. FALK noted that the pro-
posed plan would pay for all per-
sonal medical care of every
American, including hospital,
physician and dental care. It
would replace such existing Fed-
eral programs as Medicare and

Priest, Delta
settle $75,000 suit

HOUSTO N-A $75,000
damage suit filed by a Roman
Catholic priest against Delta
Airlines for failure to pro-
vide a first-class seat was

settled during a Federal court
jury recess.

The jury had just been im-
paneled and was set to hear
testimony on why Delta in
1967 gave the Rev. J. L. Mc-
Kenney of Providence, R. I.,
a tourist seat when the priest
had purchased a first-class
ticket on a flight from Hous-
ton to New York.

Father 'McKenney was here
visiting his nephew, also a
party to the suit filed in 1968.

Following the recess, U. S.
District Judge John B. Single-
ton Jr. announced the plain-
tiffs had decided to dismiss
the suit. The ternns of the
settlement were not disclosed.

Medicaid and would eliminate

the need for private health insur-
anoe provided by insurance corn-
panies and such groups as Blue
Crc ss and Blue Shield, except
where they might .·over some
medical expense net dcvered by
the Federal insurance.

Two-thirds of the cost of the
plan, as proposed by the commit-
tee: would be financed by payroll

taxes similar to the existing So-
cial Security tax. The amount of
payroll tax paid iby the employer
would be a matter of bargaining
between emplcyers and employes.

Such a program gained addi-
tional support frcm the AFL-CIO
at its annual convention held
earlier this moith at Atlantic
City.

A convention resolution called

for a national health insurance
system "as the only way of as-
suring quality care for all peo-
ple."

ALTHOUGH it was merely a
reaffirmation cf a similar resolu-
tion passed at the labor organiza-

tion's 1967 convention, this one
seemed to bear more distinctive
trademarks of the Reuther com-

mittee suggestions. The system, it
emphasized, should be compre-
hensive; include both curative
and preventive treatment; cover
all services by doctors, dentists
and nurses; provide diagnostic
services; and include prescription
drugs, dentures, eyeglasses and
prosthetic appliances.

Further support of a similar
nature also came recently from
three health groups that have
formed a coalition to fight the
"reaetionary leadership of the
American Medical Assn."

The coalition, which calls itself

An operator respondi:9 -0 an alarm signal in
one of ADT's more 11-an 140 central stations.

the Council of Health Organiza-
tions, now consists of the Medical
Committee for Human Rights,
the Physicians Forum and Physi-
cians for Social Responsibility.
Their primary aim, they say, is
to transform national purposes
"from support of the military-in-
dustrial complex and of commer-
cialized medicine to the fulfill-
ment of human needs."

Beyond the group's more gen-
eral humanitarian aims, however,
they have specifically called for
Federally financed universal com-
prehensive health services and
more of a team approach to health
care rather than fragmentation and
domination by physicians. •
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our concern

is your protection
ADT, the Concern that provides

another kind of business insurance: protection
of your property, profits and personnel.

Business insurance comes in many forms. One of
the most necessary is an underwriters-approved
security system by ADT.

Automatic electric ADT protection services re-
duce your risks, cut your losses-and costs-by
providing the fullest range of sophisticated, effec-
tive protection against fire, burglary and other
hazards.

And because of the premium reductions granted
by underwriters in recognition of ADT service,
you can effect considerable insurance savings.
Major industrial, commercial and institutional
properties throughout the countryare safeguarded
by ADT systems. For over 95 years, ADT has been
a leader in the planning, installation and efficient
servicing of automatic protection systems.
ADT professional safety and security consultants
are available to you at any time. On request, a
qualified ADT protection expert will plan a system
specifically designed to fill your security require-
ments. No obligation. This is another ADT service.

For information. see Yellow Pages. or write:

Aor
. 155 Sixth Ave., New York, N.Y. 10013

An International Organization

Risk managers with a sense of security specify ADT
. . . the protection Concern.
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International conference hears of

woes of U.S. airport ground security
LONDON-Airline underwrit-

ers demanded urgent action to
step up airport security when
they met in session at the Inter-
national Union of Marine Insur-
ance conference.

Several of them named United

States airports, particularly the
John F. Kennedy Airport, as cre-
ating heavy loss hazards over the
transit of jewelry and other valu-
ables.

Harold Jackson, American-

based chairman of its Cargo Loss
Prevention Committee, frankly
declared:

"WHILE WE appear to be mak-
ing some headway in impressing

upon airlines the need to give
more attention to the protection of
cargo, it is quite evident that they
are not being hurt financially."

The conference, formed of top
insurance men from more than 20
countries, called for underwriters
to review their air Zreight liability
policies to make airlines feel
every loss to a much greater ex-
tent than at present.

Premium rates for sea ship-
ments of general cargo, and for
the hull rates of new tonnage
such as supertankers, may also
have to rise in the opinion of
marine underwriters who were at

the three-day session of confer-
ences in London.

ytiow. long

halfal;fpe?
Not quite enough to do the Job Nuther is halt a financial pro
gram Quite a feu people ate hanging around thew days, with
plans thit hke them part of the K dy becau'>e Meir agents special
ized only in certain areas

But now Kith the Employets Commercial Union Companies
Full Spectium Finalicial Ser\ Re; to back him up the agert can
Spectalizt the cas> wdy mall areas in 5, selling appIoach
We handle man, of the detalla give him all the facts ard the
tools he needs and provide peronal suppor rom specialists W
our m my kid oflices m handling tht tough or=·c
Let us help vou sell the whole man the ikho e plan

Bur it :vas the trcmr=dous risk

problem cf air trans.1 Yat set the
them€ for the outspcken attack on
security weaknesses as crime ris-
es.

MR. JACKSON, cd William H.
McGee and Co., New York, point-
ed out :he underwriters view of
the s.:uation thus:

"[ have been asked to repeat
my K-ea to you to re.nfmce the el-
forts oeing made by is in Ameri-
ca tc improve the exlzerience a.
John F. Kennedy, 0'>iare, an<i
other airports, by reponing losses
which ycu sustain that can be
attribused - to condisions at :hose

airpcrts.

%..'

"Because of rapidly increasing
air cargo shipments at John F.
Kennedy airport, cargo on pallets
and in containers is being
:noved to 33 customs stations out-

sije that airport. Discussion is
also goir.g on to create a central
stragk Elace for valuable cargoes.

'At the moment airlines are us-

r g their own judgment on securi-
ty pmocedures on valuables. I
link everyone will agree that, at
le ast on an international level,
registered mail is not what it used
k· be and that registered airmail
suffers accordingly.

"WHEN GOVERNMENTS re-

fused to accept dec]ared value,
the service deteriorated. The use
of an International Courier Serv-
ice seems to be indicated unless

the pitting of the postal service
or- a preper commercial basis goes
through. In that event we might
get scme changes made."

ffts, 1,52L,TJAf'thcoSaVI215g. lt· Z'tudeesco-=fvjrptohritytgrd Elll Illoyers·001111.lelrial lilliall Calll!]allieSPersonal Financial Planning - and virtually all other kinds cf insurance, most
of which are available worldwide. 110 MILK STREET, BOS-Ok, MASSASHUSETTS 02107

He urged underwriters to press
to have the Warsaw Convention
· revised so that air carriers liabili-

ty to cargo reflected more nearly
the present day value of the
goods, which was much mora than
their present liability of $16.50
per kilo.

R. C. J. Gordon, leading Lloyd's
of London underwriter, said:

"Losses by registered mail of
diamonds and jewelry will go
on unabated, and in my view
must continue to until the whole

system of registered post is re-
designed for valuables.

"We still hear of losses from

people who carry jewelry in their
baggage, although there is a step
forward by many underwriters
who write jewelry for 12 months,
or write transit jewelry of short
duration, to use the baggage
clause. This clause excludes losses

of jewelry unless under the per-
sonal supervision of the traveller.
Theft and losses of jewelry and
precious stones account for 33 %
of the total stolen from airlines.

"BUT I DO not think the air-

lines have any idea of the total
stolen fronn thern in any one year.

If nothing is done, the rate of
cargo theft will be such that it
must retard the growth of the air
industry."

He then said "The ultimate cost

of all losses finishes up with the
consumer, and may become a se-
rious economic problem in many

countries that export to live.
"I ask all delegates here today

to find time to study the situation

in full detail, and join those who
are clamoring for something to be
done to stamp out crime in the air
industry."

MR. GORDON praised the fact
that the Airport Security Council
set up by the airlines at Kennedy
airport had issued an interim re-
port May 15 that held a lot of
"sound reasoning." They had ana-
lysed the problem, and now peo-
ple must hope they could solve it.

Transit of goods by air rose by
about 20% a year, but the

strength of airport security per-
sonnel, and storage facilities, did
not rise by 20 %.

"Until all airlines, and all air-
ports backed by the governments,
do something concrete about the
problem, the situation will not get
better," Mr. Gordon warned.

"This has been brought to the
attention of my government in
Britain, which is fully aware of
the problem and wants to do
something about it. But another
year has gone by and they have
not yet moved."

Foreign underwriters' associa-
tions that are also members of the
International Union of Marine In-

surance support the view that
co-operation is needed between
shippers, carriers, and airports.

Some even reported that jewel-
ry and high-value cargo insurance
business in air transit is undesira-

ble, and that American airports,
particularly Kenndey, presented
special hazards to them.

But it was suggested that peo-
ple should try to make a particu-
lar person, perhaps a crew mern-
ber of the aircraft, personally lia-
ble for the valuables, or that the
goodsshould be carried in boxes
of a certain minimum size so as to

make thefts more difficult. •

$250,000 damage
A Wolf Furniture Co. store in

Tyrone, Pa. was destroyed by a
$250,000 general alarm fire. The
three-story brick building on
Pennsylvania Ave., the commu-

nity's main street, was stocked
with furniture in the basement

and on all three floors. Firemen

said the blaze apparently started
in or near an office on the first

floor. The cause was not deter-

mined.



Cost of '68 fire loss to business,
institutions up $71.4 million

BOSTON-The cost of fires on

business and institutional prem-
ises in 1968 lose by 11.2% and

the number of fires rose by 8.3 %

over 1967. This compares with a

property-loss increase from all
fires in the U. S. of only 6.6%
and a decline in the total number

of fires of 1.2 % from 1967.
Business and institutional blaz-

es last year accounted for 32.2%
of the total dollar toll taken by
fire, $2.25 billion, but only 8 % of
the total number of fires in the

U. S., 2,363,700, for the year.
The National Fire Protection

Assn. reported that business and
institutional property losses due
to fire increased by $71.4 million

over 1967 in spite of a decrease
of $11 million in the restaurant
field. Total number of business

and institutional fires increased

by 13,500 in spite of a decline of
1,000 in the field of churches and
2,300 in the field of hotels and
motels.

THE TOTAL property loss fig-
ure of $2.25 billion made 1968 the

second year in a row in which
losses topped the $2 billion mark.

Losses from industrial plant
fires were up $20 million in 1968
from the previous year, accord-
ing to the association. A total of
66,000 industrial plant fires-up
from 57,500 such fires in 1967-
destroyed $272 million worth of
property.

Store fires increased $36 mil-
Lion over 1967, with 52,800 fires
accounting for $256 million in
mercantile waste. In 1967 there

were 51,800 blazes. Within this
category, department and variety
stores showed a rise in losses of

$11 million during the year.
The number of school and col-

lege fires rose sharply, particu-
larly those of an incendiary or
suspicious origin. In 1968, 13,200
fires in educational buildings cost
$52 million-much of it in tax-

supported property. Comparable

figures for 1967 were 9,700 fires
costing $48.5 million.

THE NUMBER of church fires,
which declined by 1,000 was 3,-
800 in 1968 but dollar losses rose

$400,000 to $21 million.

Fires in hospitals, homes for
the aged and other institutional
buildings rose by only 200, to
8,200, in 1968 but their cost
jumped from $5.6 million in the
previous year to $11.4 million in
1968.

Hotel and motel fires showed a

decline in 1968, from 13,700 to
11,400. Here again, however, dol-
lar losses rose. The toll in 1967

was $36.6 million compared with
$42.3 million for 1968.

Restaurant fires increased from

16,700 in 1967 to 17,000 in 1968
but showed a drop from $52 mil-
lion to $41 million in dollar losses

for corresponding years.

THE LARGEST single proper-
ty-loss fire of 1968 was the $10
million destruction of former

textile mill buildings housing
several industries in Bondsville,
Mass., Oct. 4.

Concerning residential as well
as business and institutional

fires, figures released by the as-
sociation reveal that:

• Deaths from fires in proportion
to the total population have de-

creased frorn 61 fire deaths per
million persons in 1967 to 60 per

Insurance rules shift

for Miami-area schools
MIAMI-Schools in the area

here will require that all groups
renting their facilities provide
their own liability insurance cov-
erage.

Dade County's school board
voted that action in the wake of a

new state law removing the
board's "sovereign immunity"

against suits resulting from acci-
dents on school property.

At the same time, the board
balked at an insurance company's
request that it lock all school
doors to community groups and
Rhut its playgrounds after school
hours.

"THE SCHOOLS belong to the
people," said Board Chairman G.
Holmes Braddock, speaking for

the majority. "I'm not going to
tell my kid he can't use property
he really owns a piece of."

Because the new law makes the
board liable for accidents 24

hours a day, the board decided to
boost its maximum coverage to
$10 million.

Board members voted unani-

mously to require all groups using
school facilities-from garden
clubs to fraternal groups-to pur-
ihase their ow-n insurance before

using school property.
But, although it could mean

higher premiums next year, the
ooard rejected an insurance corn-

pany request that they close the
buildings and playgrounds after
hours.

"THIS IS actually a preventive
measure," Board Attorney George
Bolles said of the company's pro-

posal. "We are actually covered
now for any accident at any time.

"But if you keep the grounds
open, you run the risk of more
accidents and an increase in

premiums."
Mr. Braddock, himself an insur-

ance salesman, disagreed with
the closed-door proposal.

"This increase would only come
in the second year," he replied.
"Right now, we're home free. And
maybe we can work on the legis-
lature next session to change the
law before the next bill comes
,due."

GROUPS WISHING to use

school facilities for meetings after
hours must buy,$300,000 worth of
liability and $50,000 in property
damage coverage, under the new
policy.

If a group wishes to prepare
food, or to use playground or car-
nival equipment on school

grounds, the required coverage
will soar to $1 million in liability
and $50,000 in property damage
insurance before their rental ap-
plication is approved.

Cost of these policies would
range anywhere from several
hundred dollars to more than $1,-
000, board members estimated.

THE BOARD specifically ex-
cluded such school-related groups
as parent-teacher associations and
booster organizations. The Boy
Scouts, who already carry insur-
ance coverage, will merely adjust
their coverage to comply with the
board's rules.

Hundreds of civic, fraternal and
religious groups in Greater Miami
will be affected. They formerly
were able to rent school property
for a nominal fee. •

million last year, and the number
of fires per thousand persons has
gone down from 12.1 to 11.8 in

the last two years.

• Partly because of inflation, the
cost of fire per callita has risen
frorn $10.63 per person in 1967 to
$11.28 per person in 1968.

• Building fires in the U. S. last
year caused $1.787 billion in

damages-up from $1.6 billion in
damages the year before.
• The number of fires that were

definitely incendiary or of suspi-
cious origin showed a marked rise
in 1968. They numbered 49,900
against 44,100 the previous year,
but the value of property de-
stroyed declined frorn nearly

$14.2 million in 1967 to $131 mil-
lion in 1968. •

Does your group insurance help you 
• ATTRACT GOOD MEN?

• IMPROVE MORALE?

• REDUCE TURNOVER?

itc: n il your A/:n is right for you...
and you·use it as an effective man-
agemer;t tool.

Des:ard, as a broker, can pick and
choose to fird the carriers who

offe- the best coverage for your par-

55 'J Al WI I 11 'llt

The good life

tic_ilar requirements.

And Despard's team of group insur-
ance specialists can help yoi use
your p an to attract good mer, im-
prove morale, reduce turnover

Send ·or the "Guide to Despard
Services" which describes our

un que approach to hand-taibring
insurance plans to each client's
needs.

The -personal service" insurance troker

161 Willian- Street, New York, N.Y. 10038

h: 212-964-9100

Reliance's Executive-Professional Security Plan
is for people who work hard :o enjoy' the good life."

For they are the ones who most need

the Plan's extra liability protection

up to a million collars or more.

Ask your independert Relianze agent about it.
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Broker rejects fees, asks
By TERESA NORTON

CHICAGO-The question of a
fee system versus commissions
for broker compensation was
tackled at a meeting of the Chi-
cago chapter of the American So-
ciety of  Insurance Management
by Richard S. Schmidt, vp of
Alexander & Co.

Discussing brokers' services in
the fields of property and liabili-
ty insurance, Mr. Schmidt main-
tained that an insured and his

broker "can get to the point of
equitable compensation without
using fees." The issue, long a
cloud on the horizon of risk man-

agement, has been brought into
the open again, Mr. Schmidt said,
by cries of an "apparent conflict
of interest" on the brokers' part.
Risk managers want to know if
the cloud has a silver lining and,
if so, for whom.

There is an apparent conflict

of interest, he agreed, in view of
the fact that a broker's advice in

favor of high deductibles and
self-insurance will reduce his in-

come and this, he said, might be
reason for charging an additional
fee.

A 1966 SURVEY of buyers by
the New York Chartered Proper-
ty and Casualty Underwriters
determined that buyers feel the
commission system is a conflict
of interest to the broker and that

it doesn't serve the buyers' best
interests.

The entire controversy, Mr.
Schmidt said, "can be rendered
moot by employment of careful
buying practices on the part of

the risk manager. I believe fees
and commissions can be almost
synonymous to a risk manager
who knows . his function and can

account forit.

„ Division of the risk manage-
ment function into its many
parts, he continued, enables the
buyer to delegate which duties

are to be performed by him,
which by the insurer and which
by the broker. It is the risk man-
ager's duty to decide where func-
tions are to be performed and to
control his own function," he as-
serted.

It then becomes the broker's

duty, Mr. Schmidt continued, to
charge equitably for his services.

$1 million in
People's Park
claims out

SACRAMENTO-The Califor-

nia state board of c6ntrol here

has rejected $1 million more in
claims filed by 21 persons who
claimed they were injured by po-
lice during the People's Park
demonstrations at Berkeley last
May.

Among the claims was one by

Francisco Ortiz, a San Francisco
photographer, who sought $15,115

because, he said, a Berkeley police-
man injured him and smashed his
carnera.

The board also rej ected a
$25,000 claim by Karen Cardoza,
a Gustine school teacher who

said she was pushed down the
stairs laist spring when an in-
structor dismissed a class at

Fresno State College. Miss Car-
doza claimed she suffered back

injuries in her collision with on-
rushing students.

Last month the board rejected
another 92 People's Park claims

totalling $5,300,000.
The action opens the door to

civil suits in which a variety of
insurance companies may become
involved. •

Defining what is "€quitable." h€
said, "Most buyers are sophisti-
cated enough to know what the
charge from a broker should be
If it is fair and equitable what is
the difference between commis-

sions and fees? Money is s:ill
money and worth is still worth."

THE COMMISSION apprcact
to compensation, Mr. Schmidt
said, acts as a stimulus to the·
broker to make him face ne#

areas of risk and find a marke:

for them. One of these areas, he
contended, was certainly direc-
tors and officers coverage. A
commission induces a broker to

spend time and interest on :

speculative basis and to spend
money on research tc chart new
ground. One client, he pointed
out, might be unwilling to spend

'4quitable compensation'
such a large sum for research.

A general trend toward the fee
system would necessithte forrna-
lion of a professional  society to
maintain a sihedule of] fees simi-
lar to that of the American Bar

Assn. and to maintairk standaris

:0 protect society and enforce stnct
educational standards for men>ibers.

These events, Mr. Schmidt said,
might make the systern cumber-
some and expensive. j

One argument of |buyers is
.they can be:ter judge ; a broker's
performance by- seeing an a--
· counting of costs such as would
be part of a fee appFoach. Mr.
Schmidt contended that this could

actually become a major problem.
Because an insurance» brokerage
house, unlike a law firm, emplcys
many levels of personnel, bcth
sales and technical, an elaborate

la

s/:em of cost acezunting would
tecome necessary.

This method could only add fo.
the buyer': expense. Mr., Schmidt -
ckserved and added that the bar-

gkining factor inherent in the fee

system might act as a ivedge lo

treak down the trust necessary
t€tweer the broker and his cll-

ent.

ANOTHER 8.UYER argument
that Mr. Schmidt recounted in

favor of a fee system is bat Yes

would enable : briker x repre-
sent a client to al[1 markets. in-

duding direct writers. In answer
t€ said, 'In fact, every major
trckerage firm does do business
with direct wr Lers" and for this

tney·:re oaid by fee

MR. SCHMIDT said he has con-

derred with three maj or broker- .
age houses and all said there · has
been no significant increase in
requests for fee arrangements
from clients. He attributed this,
perhaps, to the current lack of
capacity having forced buyers to
recognize the need for the tro-
Ker.

There are many arrangements
diat can be used to build confi-

dence between the broker and

she buyer, he said, and one of
shese is to use agreed fees v. ith
commissions as an offset. During
a question-and-answer discussion
it was suggested that  other fa-
worable situations could result, by
basing compensation on: (1) cost

plus a percentage of the cost; (2)
cost plus a fixed fee, or (3) cost

·plus an incentive if the broker kept
zost below the original quote. •

-



Claims fire insurance pricing itself
out of reach of small businessman

HARTFORD-Fire insurance is

pricing itself out of the reach of
the small businessman, a spokes-
man for Hartford ghetto mer-
chants contended at a fire pro-
tection seminar sponsored by the
Hartford chamber of commerce's

fire prevention committee.
Theodore Pryor, chairman of

the Ebony business league, a

group of Hartford Negro busi-
nessmen, commented: "Fire in-

surance in the high-density area
can be said to cost too much or

be totally unavailable. It cuts
deeply into the profit-margin of
the small businessman and he

frequently has to go without in-
surance."

The session's keynote speaker,

Charles Weichings, assistant to
the insurance adminstrator of the

department of Housing & Urban
Development, remarked that HUD
is encouraging fire insurance cov-
erage for small business through a
program including the FAIR (fair
access to insurance requirements)
plan.

"BUT I SUGGEST," he contin-
ued, "that the problems of urban
unrest cannot and will not be

solved from Washington. prob-
lems of civil unrest will have to

be solved in the city, in the
neighborhood, in the block,
where the civil unrest is."

Mr. Weichings disclosed that
the HUD office covered $400,000
worth of reinsured fire loss from

This unusual life protection plan combines more of the
really important insurance features-with a multi-
purpose flexibility-and a high degree of "change-
ability" to meet future needs.

The result is a sound, high-appeal program that will
fulfill today's varied requirements and tomorrow's
needs for you and your employees.

The practical, low-cost life protection, important
cash value buildup, and very liberal convertibility
would be enough to make Apollo 30 a high-appeal
plan. But there's much more:

Faster estate buildup than in other policies. A
$100,000 policy at age 35 can produce up to $200,000
in benefits at age 65, through an optional rider which
returns basic premiums-and cash values-in addi-
tion to face amount if death occurs before 70.

Optional life income, with even higher monthly
pension available through a "pour-in" option.
A $2,000 a month income is possible with a
$100,000 policy. Guaranteed annuity rates.

Exchangeable without evidence of insura-
bility before age 65.

the Labor Day weekend disturb-
ances in Hartford under Fair.

An additional $100,000 to $200,-
000 in claims are anticipated.

John L. Pickens, secretary and
head of engineering, Hartford In-
surance Group, explaining the
industry's predicament, said: "Fire
losses in industry in the mercantile
sense have increased. The need for

preventive planning should be ap-
parent.

"We in the insurance industry
should take a hard look at our

responsibility for some of these
conditions. But we must also con-

sider this a problem that is be-
yond the control of any one sec-
tor, such as the insurance sector."

Roger M. L. Russell, chief of

research for the Factory Insur-

ance Assn., commented that con-
centration of business is resulting
in huge loss possibilities-with
hundreds of millions of dollars

worth of goods and equipment
under a single roof-while mod-

ern factory and warehouse de-
sign is making firefighting almost
impossible. Planners must pay
attention to the fire safety engi-
neer, he indicated.

Mr. Pickens opined that pro-
tection is not completely the task
of the insurance company. "It is
the primary responsibility of man-
agement to protect its own assets.
The more self-reliant business can

become, the better off it is." •

Forces merged
The Medi-Fund Corp., San

Francisco, and American Pacific
Group Inc. have joined forces to
expand Medi-Fund's medical and
dental equipment leasing pro-
gram.

Apollo 30 has become the ideal plan for self-
employed businessmen, corporate and association
officials, and business partners. It can provide a strong
personal addition to current company life protection
and retirement programs. It can create an important
incentive booster and retention vehicle among younger
executives, and all other key employees-at a low cost.

Apollo 30 is just one of Bankers Security's creative,
need-filling plans. All of them have new and significant
features, and all of them are designed for ti.-se fast-
changing times.

So that you can get all of the facts-FAST-call or
write me personally at Bankers Security Life Insurance
Society. Phone (202) 298-6225. Or, call your insurance
broker and have him contact me. Bankers Security is
licensed in all 50 states and the District of Columbia.

Bankers Security Life Insurance Society, Executive
Office: 1701 Pennsylvania Avenue, N.W.,
Washington, D.C. 20006. Home Office: New
York City.

Leaders in Insurance for Better Living.

Bankers Security

World meet

is readied
WASHINGTO N-The 12th

Hemispheric Insurance Confer-
ence convenes November 16 in

Vina del Mar, Chile, with one of
the principal topics of discussion
being "world trends in insurance
.and reinsurance." One of the con-

ference's principal goals will be to
help remove barriers that restrict
the free flow of insurance across
national boundaries.

The importance of this goal to
the insurance buyer was high-
lighted recently by a veteran buyer
for a large U.S.-based firm who
told Business Insurance that tc

compare the job of a buyer for a
corporation with a large number 01
international subsidiaries to that of

a buyer for a strictly domestic
firm is like comparing a ride in a
fox hunt to a turn on a merry-go-
round.

The severe capacity problem in
the international insurance mar-

kets makes the j ob tough enough,
he pointed out. But, he said, mak-
ing it worse is the fact that many
countries have severe restrictions

on the flow of insurance across

their borders-often to the point
of requiring that all risks be writ-
ten with domestic, often national-
ized, insurance firms, which have
limited capacity.

THUS, HE pointed out, it is
impossible to use hard-found ca-
pacity in these countries even if it
can be found.

Participating in the insurance

conference, which is sponsored by
the U.S. Chamber of Commerce,
will be representatives from most
of Latin America's insurance as-

sociations and the Chamber's In-

ternational Insurance Advisory
Committee. In addition, execu-
tives from insurance companies
from all over the world will be in

attendance

Last year's conference, held in
New Orleans, was attended by
over 600 insurance executive.

from 31 nations. A major conclu-
sion of that conference was that

the associations should establish

higher professional requirements
to make insurance less susceptible
to government intervention-8

goal that was warmly applauded
by insurance buyers in attend-
ance. •

When you need
professional

appraisal serviee
for le<,al requirements
Appraisals for financing, merg-

er, consolidation, reorganiza-
tion, purchase or sale, bank-

ruptcy, liquidation... price
allocation in accordance with

Internal Revenue regulations.

And you can rely on Lloyd-

Thomas appraisals for prop-
erty insurance valuation and

proof-of-loss.
For informative booklet

"Facts of Interest About Lloyd-
Thomas," write Dept. BI.

industrial E
commercial

institutional \4=a.**
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ILLOY]ID=TE©MAS
Recognized approiso/ authorities CO·

4411 Ravenswood Ave., Chicago, 111. 60640
Representatives coast to coast
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DEPENDENTS COVERED BY GROUP LIFE

opinions
8 6

letters
.

Needed: D &0 info 1 5 I Impact
>

0 To the Editor Your editorial,

W e strongly support John Olsen's suggestion in the last issue of 4 ' How much pilferage9" (Sept

Business Insurance that risk managers press the insurance 15), really strikes a responsive
Z 3

industry for a "detailed accounting" of the present status of directors 0 chord that, if heeded, can have
3 2 more impact on the managementand officers liability insurance

We have been running news story after news story in the past two of risk and insurance programs
1 than any other single occurrence

years about stockholders suing corporate executives at such compa-
0 since rapid risk distribution was

nies as Texas Gulf Sulphur, Barchris, Mill Factor, Merrill Lynch,
1955 1960 1965 1968 first introduced in a London tea

Pierce, Fenner & Smith, Glen Alden, Teledyne Inc and others In house

none of these cases would d&0 coverage apparently have paid off Your power sentences wereThe number of depende,ts covered by group life insurance programs has „
As Mr Olsen pointed out, there are three major exclusions to the Whether lt'S safety, fire preven-more than doubled in the past seven years and the amount of their

insurance-dishonesty, short swing profit taking and self dealing or insurance has more than tripled in the same period The average amount tion or pilferage control, proper
management of losses ean only beunjust conflict of interest-"that may well take away Just about of group life Insurance per dependent was about $950 at the beginning

everything " of 1969 with 15,270 rraster contracts involved in providing this cover- peiformed if top management

The insurance coverage has been touted as a protection for the age Aggregate amount of insurance in force in 1968 had reached $7 179 knows what the losses are and

officer and director (not the corporation itself), but its main area of billion at the close of 1968 A spouse s insurance ts generally limited to how they are incurred," and "Tak-
ing on such responsibilityprotection would be to indernnify corporations for legal fees if their half of the amount in force on the worker. but not more than $1,000 or
better integrates the insurance

executives win a derivative suit And for this reason some risk $2.000 Minor children s coverage is usually limited to $500 or $1,000
Source Institute of Life Insurance buying function with total cor-

managers have bought d&0 coverage porate goals "
The point is, however, that this protection of the corporation gives We think lt'S high time the American Soc-ety of Insurance Manage- It' is not my intention to twist

scant protection to the individual officer or director If the corporate ment and other similar groups got in the act Up to now, ASIM has words in your excellent state-
officer successfully defends himself against the derivative suit, the confined its insurance policy scrutiny to the comprehensive general ment On the contrary, I only
corporation has traditionally reimbursed him for legal fees, if he loses liability contract, but :he resulting document was less a critique of suggest that you have not gone

the suit, the corporation isn't allowed to reimburse him under most the coverage than a comparison of the old form and the new one far enough in insisting that risk
managers, agents, brokers and

state laws-and the d&0 coverage excludes almost all types of Unfortunately, in our opmion, the comparison got bogged down in
carriers take up the Tesponsibilitj

conduct for which the executive would have been sued in the first rather technical legal points of little interest to anyone but diehard of better integrating the insur-
place insurance professionals ance buying function with total

It is time, Mr Olsen stated, "for some risk managers to come out of We have continually maintained that insurance managers will best corporate goals
hiding and review the reasons for their purchase and particularly serve their companies when they learn to identify with corporate You have suggested an infor-
their reasons for accepting the unconscionable recent high increases goals-and not remam enmeshed in the legal mumbo jumbo of mal job description for a risk
for this coverage Three times the cost of the coverage two years ago insurance policy nit picking manager May I enlarge it just a

is Just about the starting point for the new costs I get the distinct Directors and officers liability insurance is a form of coverage of bit and propose that your descrip-

impression that these increases have followed in direct proportion to immense interest to t·e top echelons of management A searching tion should be used as a yardstick
to measure the effectiveness of

the steam rollering purchase of this coverage by an ever increasing inquiry into the need for such coverage by ASIM and other buyer
every agent, broker, carrier, serv-

number of corporations-not in relation to losses and loss expense- groups-written in a clear, nontechnical and dispassionate way- ice organization and risk manage-
historically the prime guide to premium rate structure " could go a long way in boosting the insurance manager out of the ment professional serving Amerl-

Insurers, for their part, contend that gearing premiums to dollars ranks of a contract clerk can business today It seems to
paid out in claims isn't realistic They say that a more appropriate me that each segment of our in-
way to set premiums is to base them on reserves which they've set up 7 dustry should be chanenged to
against formally reported claims These reserves, said Ware Adams, a

iwo candles deliver effectively "an aggressive

Chicago attorney, exceed several million dollars to date

"But these figures," wrote Mr Ware in the last issue of this T his week marks the second anniversary of Business Insurance, and meaningful contribution to a
which first appearec on Oct 30, 1967, to serve the information corporate client's (or employer's)

ability to control the costs of ac-publication, "fall short of revealing the true panorama Underwriters' needs of buyers of property, liability and employe protection
cidental loss "

representatives flinch themselves at the fact that a claim has been In its first two years of growth, this publication has demonstrated
If risk and insurance manage-

received from one of ten outstanding policies The bulk of pending through reader and advertiser support that there was a need for a ment can demonstrably be associ-
claims deal with 1966 and 1967 policy years, and there is a noticeable fresh newsmagazine to serve the information needs of corporate exec- ated with the attainment of corpo-
trend toward more claims in recent years utives who are responsible for risk management programs, including rate goals, then each management

It may be that the insurers are Justified in boosting rates for d&0 the administration of benefit programs. function takes on new meaning

coverage in anticipation of an avalanche of claims-some of which Advertising campaigns have been placed in Business Insurance by 193 and value It follows, then, that
they fear they'll eventually have to pay off But the fact remains that firms that serve risk management executives and employe benefits the insurance professional must
as far as anybody knows almost nothing has been paid out so far administrators by providing insurance, brokerage services, safety and assume an increasingly vigorous

role in the "nitty-gritty" of cur-"Insurers claim there lS litigation pending but refuse to discuss the security systems, finanDial and investment Services, among other things
rent, accurate and analytical cost

facts, the amount of their reserves, or their reasoning for establish- Reader response to this publication has been proved by the thou-
facts covering the entire range of

ing any reserves," Mr Olsen noted sands of requests for items listed in the popular Info for Buyers insured and noninsured profit
column Letters to the editor, favorable and unfavoi able, indicate that drain related to accidental loss

bnsiness insurance Business Insurance is lively and well-read by a wide range of readels From the last four years of ex-
In tne past two years we have found that the most Interested per ience we have formed

® readers of this magazine are not necessarily full-time risk managers or some rather concrete conclusions
for buyers oj emplove, property and hability protectton benefits administrators but rather key corporate executives with general The most obvious is that risk

RANCE CRAIN, Editor RICHARD C BJORKLUND, Managing Editor responsibility for financial affairs Many company presidents, finan- managers have to work in a near
STEPHEN D GILKENSON, Eastern Editor Assonates Chicago-TERESA NOR-
TON THOMAS E LUTZ Washington-STANLEY E COHEN San Francisco- cial vpS and other corporate officials mark Buslness Insurance items perfect vacuum of relevant 1nfor-
KENNETH R MACDONALD Hartford-ALLEN M WIDEM Minneapolis-ROBIN mation pertaining to the causes,

and determine whether their companies are making use of Ideas andMENZ SUHRBIER Correspondents in att vrmelpat cities BURTON ROVENS, an frequency, dollar amount and re-
director techniques discussed lr_ this publication

sponsibility allocations of currentContnbuting Editors DONALD BERRY, vice president, C B Lilly Inc. East Or- And just as our readership has expanded over these two years, so insured cost incidents throughoutange. N J JOHN W GILES, attorney-at-law. Washington, D C CHARLES LEVIN-
SON insurance manager, Port of New York Authority ELLIOT BEIER manager of too has our coverage of the business insurance field Readers will note their corporate operations If
pension and profit-sharing services, Nuveen Corp, New York J E BENOIT, J E
Benoit & Assoc St Leonard, Quebec CARL J VOGT, supervisor of workmen's that on the front page of this issue, the description of Business these conditions prevail within
compensation General Tire & Rubber Co Akron, HOWARD L PECK. Insurance has been expanded to say, "For buyers of employe, property the insurance industry whelepaitner Hewitt Associates Libertyville, Ill BION H FRANCIS, manager of
benefits planning, Colt Industries New York J P OLSEN, insurance manager, and liability protectior / pension investments/financial services " there is quite a healthy mark-up
Ingersoll-Rand Co New York NED MILLER, partner. Romm Miller & Lazarus,

This new descripion is designed to embrace the expanded concept ofNew York JAMES J ANDERSEN, insurance manager, Squibb Beech-Nut Inc,
on claim costs of all kinds, how
can we expect the risk managerNew York HAROLD A CLARK manager-planning employe benefits, Spern' coverage that Blislness Insurance will have in the years to come

Rand Corp New York JOSEPH GULLO vice president of insurance, D H to exert any form of information
Overmyer Co New York PAUL C JOHNSON insurance manager Sea-Land There is intense interest among our readers in the effective invest-
Service Inc Elizabeth N J M REX PEARSON insurance manager Signal Cos, control on the great frequency of

ment of pension and profit-sharing funds, an interest that is served byLos Angeles ROBERT ABRAHAMSON, insurance manager Control Data Corp. non-insured costs within his cor-
Minneapolis. WILLIAM J JONES III assistant to the treasuiel. overseas chemical our "Following the funds" column
division, W R Grace & Co. New York poration in which the total loss

Readers are also keenly interested in financial services, so closely cost is only purchase price plusMYRON A HARTENFELD, publishing director
ALFRED MALECKI, advertising director integrated under fresh concepts of total personal and corporate finan- overhead'>

RONALD R WALINDER, production manager cial planning A growing number of companies are offering to their Yet, we insist, the great contri-District managers New York-CHARLES A HORVATH, THOMAS J O'MARA
Chicago-LAMAR R LEAHY employes savings plans, mutual fund purchases and other personal bution still to be made by risk
los Angeles-DENNIS KOCH

Southern representative--WILLIAM B CARR, financial services through payroll deduction Bustness Insurance will management, agents and brokers
2500 N E 48 Lane Fort Lauderdale. Fla 33308 cover these developments as these services grow lies in the untapped wealth of

Assistants BERNICE STELTER, MARCY GARESCHER controllable cost elimination
Published by Crain Communications Inc, Chicago, publisher of Advertming Age. As we said last year m an editorial titled "One candie," we feel that

which can be realized if, and
Industrial Marketing, Advertising & Sales Promotion, Marketing Insights Busmess Insurance is in the debt of readers, advertisers, Information
G D CRAIN JR chairman again I quote your editorial,S R BERNSTEIN president
M A HARTENFELD, executive vice-president. RANCE CRAIN, KEITH CRAIN, sources and many otters who have contributed to the success of our „Proper management of losses
J J GRAHAM, J V O'GARA, S E COHEN D J CLEARY, JR, vice-presidents magazine Counted among our friends are the American Society of can only be performed if topG R CRAIN. secretary and treasurer J H TERRY, assistant secretary and asmst-
ant treasurer Cable address ADAGEAPI Insurance Management, the Council on Employe Benefits, the Socie- management knows what the
Published at 740 Rush St , Chicago 60611 (337-5200) Offices at 630 Third Ave , New tles of Chartered Property and Casualty Underwriters and Chartered losses are and how they are m-
York 10017 ( YU 6-5050) , National Press Bldg , Washington, D C 20004 ( RE 7-7659),
1018 Fisher Bldg , Detroit 48202 (TR 2-7211), 6404 Wilshire Blvd, Los Angeles Life Underwriters, the American Management Assn, the American curred "

90048 ( OLive 1-3710) , San Francisco ( GR 4-8532), Fort Lauderdale (564-1850) Risk and Insurance Assn, the Council of Profit-sharing Industries and The dual opportunity of prac-
45 cents a copy $10 a year in U S Canada and Pan America Elsewhere $4 a year
extra WILLIAM STRONG, circulation director Roger DiGregorio, subscription many organizations that have assisted us ticing the art of risk management
manager Foul weeks' notice required for change of address Address all subscrip- (analysis of the possible) andWe especially thank readers and advertisers for support that hastim correspondence to subscription manager, Business Insurance, 740 Rush Street,
Chicago _Illinois 60611 applying the science of cost con-

enabled us to bring a new voice to business Journalism We feel
Member of Business Publications Audit of Circulation 4*0 keenly the obligation to serve as best we can the interests of all who lies wainnaegraspofthriskman

ABP read and use our publication Continued on page 40
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There was this camel who needed some travel insurance ...

his man in Wisconsin had a camel.The camel was about to travel 300
miles last winter. So the man came to

us with his camel problem.
"It has never been ridden, isn't used

to walking, and has a nasty temper,"
he confessed. And he wanted to insure

his camel against every possible misfor-
tune, from broken legs to pneumonia.

We said no.

"We wouldn't insure our own grand-

mother against catching cold in Wiscon-
sin in the winter," we said. "Much less a
camel. Kooky policies, yes," we said.
"Poor risks, no. We're a twinkly-eyed,
fun-loving group, but staying solvent is
what we owe our other customers."

"However," we said to the man with
the camel, "if you ship him by truck we
can cover your camel against reasonable
dangers under our standard trip transit
policy simply by attaching a 16tter to

THE ST. PAUL
INSURANCECOMPANIES

Serving you around the world... around the clock
St. Paul, Minnesota 55102

describe the camel." (Copies of this his-
torie, one-of-a-kind document available to
collectors on request.)

CONCLUSION: If you have a camel
kind of problem, we'll adapt a policy or
create a plan geared precisely to your
particular, unique, individual needs.
Just be a good risk, please.

We sell all kinds of insurance, of
course. You don't need a traveling camel.
We're in the Yellow Pages, usually.

0

el
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MIAMI-On the campus of the
University of Miami, sharing a
computer building, is the single
most important center of hurricane
analysis for the entire insurance
community and most of the busi-
ness world.

Called the Hurricane Center

and operating under the direction
of Dr. J. Simpson, it is a fairly -
autonomous organization, althcugh
permanently attached to the U.S.
Weather Bureau.

Together with its four advi-
sory stations. the center here
handles up to three storms per
day, but usually only one storm
at a time. The "handling" in-
cludes the initial observation, an
analysis every four hours, a pre-
diction and the advisory report.
The advisory report, compiled

every four hours, day and night,
is the most important facet of
pre-catastrophe center activity.
On the basis of its recommenda-

tion, areas can be evacuated or
reassured as to safety.

BECAUSE EVACUATION is a

costly, drastic measure-and the
failure to evacuate could mean

the sacrifice of human lives-the

decisions of the quarter-daily ad-
visories rnust be extrernely ac-
curate. The staff of the center is

comprised of experienced mete-
orologists and forecasters. Each
comes under the personal scruti-

ny of Dr. Simpson. who oversees
the center as well as the four

warning stations at San Juan,
Washington, Atlanta and Boston.

Typical questions the center is

likely to receive from anxious

insurance men are inquiries con-
cerning high wind and high wa-
ter frequencies. But Dr. Simpson
reports that dozens more of un-
related nature are constantly
coming in. "And those," he ex-

plained "we just can't answer.
"We're in the hurricane handling

business. not actuarians." Despite
this, the hurricane center main-
tains good relations with the in-
surance community, answering as
many questions as pcssible. For
their own efficiency and protec-
tion, though, the center has an
unpublished telephone number,
restricting the source of inquiries
to hundreds instead of the thou-

sands that might come from the
public were the number avail-
able.

Business Insurance asked Dr.

Simpson which region was the
Inost susceptible to tropical
storms. Without hesitation, he re-
sponded, "from Miami to Key
West." He explained that this re-
gion lies directly in the path of
powerful trade winds. Dr. Simp-
son further outlined the causes of

a tropical storm or hurricane and
noted that circumstances of cir-
culation will manufacture con-
centrated heat flows that will

form a low pressure area.
"In essence," continued the

director, "the hurricane at sea is
a tremendous engine, using the
heat of the ocean to drive its

powerful winds. For this reason
hurricanes reach their peak over

water, and lose energy quickly
over land." While the storms are

The1970
Marsh&McLennan?

Modern ... Fast

Fully equipped ! That's
Marsh & McLennan. all right.
But there's just one thing... we're not a car.
Even so, we still know a lot about them. Some of our best
clients are in the automotive business.

We're Marsh & McLennan, industry's leading insurance brokers.
We make certain that you get the best corporate insurance
protection possible, no matter what business you're in.

Regardless of size, your business is important to us. That's why
we analyze your program... ask questions... dig deep. until
we find or develop, the right kind of corporate insurance
protection for you in cost and coverage.

We do this with more risk specialists and experts for
almost any industry. More analysts to review your program and
more offices to serve you here and abroad.
Only Marsh & McLennan has more of these services.

If you're not getting this kind of performance out of
your present insurance program. then call
Marsh & McLennan, Incorporated. Modern
Fast... Fully equipped... all around the world.

over sea their potential is di ag-
nosed by low-flying "hurricane
hunters," converted DC-8 Con-
stelldtions manned by technicians
who fly directly into the windy
midsts.

The center considers 1969 an

average year for storms, an aver-

age year usually bearing eight to
a dozen tropical storms. The year

1923 set the record, though, with
21 huricanes and other tropical
storms, but at that time the hur-
ricane warning system and the
hurricane center had not been

established. Yet, according to
personnel at the Miami center,

nothing has ever equalled the fe-
rocity and destructive power of
Camille, the damning lady that
brought devastation to hundreds
of thousands of people with dam-
age to property still being tolled
and expected to approach $1 bil-
lion in insured and noninsured

property.

The inevitable closing question,
of course, is where the feminine
names assigned to the various
storms come from. Dr. Simpson
said it is a simple convention
begun long ago by the Weather
Bureau. The names themselves

are selected by a committee at
the Washington warning station.
They are based upon the pro-
gression of the alphabet and re-
peat every four years. The ex-
ceptions are major catastrophic
storms like Betsy or Camille. To
avoid confusion, those names are
"retired" and will never be used

again.

All name selections are subject

to the approval of the hurricane
center director. In the 35 years of
the hurricane warning system's
history has any name ever been
rejected? The answer: yes. Sev-
eral years back a tropical storm
was assisgned the name Faith.
The storm was local to a set of

islands in the Carribean where

French was spoken widely. Ac-
cording to the director at the

time, Faith was French for a per-
son's posterior, and he felt such
an appellation would not rear
popularity for the Weather Bu-
reau. I

Sue insurer

for death

of 'claimant
SAN FRANCISCO--The widow

of an Atherton, Cal., resident has
charged the Hartford Fire Insur-
ance Co. with causing her hus-
band's death by accusing him of
filing a "fake" burglary insurance
claim.

In a wrongful death suit

brought in superior court here,
the widow, Leda Herrald, claims
Hartford refused to pay a $137,-
000 claim, encouraged the Inter-
nal Revenue Service to investi-

gate and filed a Federal suit
against her husband, Hoyt W.
Herrald, who died at 52 last July.

The Herrald family, according
to the suit, held Hartford insur-
ance policies on a painting, "El
Salvador," of the school of El Gre-
co, valued at $90,000; an $8,000
mink coat; a $9,000 set of matched
antique Italian plates and other
household articles valued at

$30,000
IN 1969 the Herrald home was

burglarized and all of the items
were taken.

The suit charges Hartford and
its San Francisco attorney, Au-

gustus Castro, with failing to pay
the claim.

The suit also contends the de-

fendants suggested that the bur-
glary had been "faked" or th€

value of the goods was inflated
The claim of the suit is now for



benefit tax slants

Group term life insurance benefits
can backfire, some employers find

By JOSEPH S. ROBINSON

NEW YORK-One widely used
planning technique for slimming
an executive's estate tax is to

transfer .his life insurance to his

wife or children. In this manner,
the insured executive rids himself

of ownership of the policies and
presumably excludes the death
benefits from his estate.

But suppose the insured dies
within three years of the insur-

ance changeover. Will Internal
Revenue claim a death-bed gift
-taxable in the insured's estate?

Perhaps so-but even under such
circumstances, the tax court held
only the last three premiums are
taxed. (See Coleman, 52 T. C. No.
99.)

Many employes with high cov-
erage are taking advantage of this
practice in connection with their
group term life insurance. How-
ever, this can spell trouble to the
employer. For example, suppose
an executive assigns his wife a
$100,000 group policy. Later, he's
divorced and then remarries. The

second wife may not stand for
losing this major fringe benefit to
her husband's ex-wife. Unless the

company comes up with some
other sweetener for the executive,

he may decide to switch jobs in
order to pick up new group cov-
erage for the benefit of his second
wife. So the whole idea of offer-

ing benefits to an employe to
make him stick to his job can
backfire.

***

I R S has issued up-to-date
guidelines on the requirements
that must be met when pension or
profit-sharing trust funds are in-
vested in stock or other securities
of the employer corporation. For a
restatement of the rules, see Rev.
Rul. 69-494.

***

INSURANCE PREMIUMS were
ruled deductible as a business ex-

pense when a bank paid for pro-
tecting itself against liability for
wrongful acts of its officers in
their official capacities. What's
more, premiums on policies to in-
demnify officers and directors for
expenses of such acts were said
not to constitute taxable income
to the officials. (See Rev. Rul 69-
491.)

***

COMMUTING COSTS to and
from work normally are not de-
ductible. But suppose you can't
find living quarters nearby and
you have to settle for a more
distant location. Query: Can you
write off your travel expenses
under these circumstances?

No, says the tax court in a re-
cent case in which a civilian em-

ploye working for the military,
could not be accomodated on the

The 23-year-old Oakland Cali-
fornia, insurance brokerage firm
of Lyle G. Wentner & Son Inc.
has been merged into Pacific
Coast Holdings Insurance headed
by president Bruce D. Baker with
offices here. Alan G. Wentner,
president of the Oakland firm,
will become vice president of Pa-
cific Coast Holdings.

base. He had to travel by car
from a surrounding community.
The court said his situation was

no different from many other
taxpayers who cannot find a
house close to their place of em-
ployment.

***

INTEGRATING pension plans
with Social Security under the
Treasury amendments allows ex-

isting plans, those which qualified

by Jul. 5, 1968-to make the nec-

essary changes by Jan. 1, 1972, to
meet the new 30 % requirements.

With respect to such plans that
must be amended by 1972, the
Treasury has announced it will
accept requests for determination
letters for current processing. The
requests must be accompanied by

conforming executed or proposed
amendments containing an effec-
tive date no later than Jan. 1,
1972. (See Announcement 69-35, I
R B 1969-37,16. •

New England Life now has the
mostcomplete LongTerm Disability
plans moneycan buy for groups of
10ormoreemployees.Withallthe
special features you'd expect from
New England Life.

Like maximum monthly benefits
that go up to $2500. Benefit formulas of
50,60 or 70%.

A choice of options like our
family income benefits. And our Social
Security "freeze", which passes along

"Any Mergers and
Acquisitions Planned?"
Join the Hagedorn Group. Your insurance program's success de-
pends on innovation, imagination, and plain old-fashioned hard
work. We know our clients can't afford less... and this is one

very good reason why Hagedorn & Company is beginning its'
second hundred years of service.

We invite you to write on your firm's letterhead for complete
details.

[3

1869

HAGEDORN & COMPANY
ONE LIBERTY STREET

NEWYORK, N. Y. 10005

(212) 269-1100

any increase in benefits to the employee.
And the choice of buying LTD

asaseparateentity, withouthavingto
buy an entire group insurance package.

And, we have the kind

of flexible underwriting that's respon-
sive to individual needs.

NEL LTD.

From now on, that's _eW
the best way to spell Long England
Term Disability insurance. life

Not yet available in all states.

New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Mass.
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Hugh D. L.Ike, Presidemt, Reliance Electric Company Cleve- Edward G. Watkins, gresident, Simplex Time Recorder Co., James E. Gettys, President, Standard Knitting Mills, Inc.,

land, Onio. "Exactly! We like the f exibility and know-ho\v of Gardner, Massachusetts. "Providing good insurance protec- Knoxville, Tennessee, Makers ol Healthknit. "50 years ago we
A-ner can Vutual. They've really helied us keep oir insurance tion for our multiple-location business is 70 simple matter. turned to American Mutual for business insurance. In all that

program ir step wi-h our rapid growth in automation technology."
exparsion wi-h top coverages and top service " to give us better pro'ection at lower cost"
An'ierican Mutual, SircD 1949, has consistently matched our time, they've never lost their enthusiasm n looking for new ways
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Harold E. Nelson, President, Ekstrom, Carlson & Company, John R. Kennedy, President, Federal Paper Board Company, Ralph Mattick, President, General Metal Products Company,
Rockford. Illinois. "That's easy to answer. In our business lic.. Mouva'e, New Jersey. "Our assets nave grown from $5 St. Louis, Missouri. "That's right - 30 years with American
we're used to being p-ecise. So, the precise way the American millidn to over $89, mil ion, and Americar Mutual has fit our Mutual! We've always liked the way they do business and the
Mu:Lal Reople alproach our irsurance problems ar*eals to us irs-,rance to our grov,th. And they've been protecting us with wBy their local people keep trying tc improve our insurance
- has +or mearly 30 years." .that safhe kind of fle<iii ity since 1921." protection and reduce our costs - and,usually succeed."
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askone ofthese
you'llfindo talot
AmericanMutual.
S. Abbot Smith, Chairman of the Board. Thomah Strahan Roy E. Kemm, President and Chairman, G. Heileman Brew- J. Craig Smith, President and Treasurer, Avondale Mills,
Co., Chelsea, Massachusetts. "Draw you - own concljsions. ing Company, LaCrosse, Wisconsin. "In orr bisiness- qual ty Sylacauga, Alabama. "Spending $57,000,000 in the past ten
They first wrote Workmen's Compensa-ion for us over 40 years is all important We find American Mutual thirks ike v,e do-tfeir years on our facilities to improve quality, we appreciate the
ago. Now we have seven different coverages with American insurance coverages, their services, their peopge ar3 quality all insurance savings American Mutual has helped us realize year
Mutual, including Group Insurance protectioi for our.oeople." the way.' after year."

Joseph E. Moran, President, General Refractories Company,
Philadelphia, Pennsylvania. "We feel an insurance company
should be as alert and flexible as the company it insures. My
company has many plants making many different products,
creating different insurance problems. American Mutual has
proved it knows how to cope with them."

George J. Pecaro, President, The Flintkote Company, White
Plains, New York. '1've been surprised a coipaiy as large as
American Mutual could give us such personal attention. On
Workmen's Compensalion alone our insurance costs are 50%
lower thanks -0 thei safety engineerirg advice."

American
ARutual

INSURANCE COMPANIES. WAKEFIELD. MASS. 01880

95 Offices - In the Yellow Pages

American Mutual Insurance Companies, Wakefield, Mass. 01880
Workmen's Compensation · Fire · Liability · Crime

Group Insurance · Auto · Home · Life · Accident and Health



Jewelry makers lose coverage after burglaries
NEW YORK-Two jewelry

manufacturers here have had

their jewelers' block policies can-
celed by St. Paul Fire & Marine
Insurance Co. following recent
burglaries which at first appeared
to be fidelity cases.

The two companies are Iral
Jewelry Ltd., which was burglar-
ized of merchandise valued at

$58,000 early this year, and Jew-
elry Unlimited Manufacturing Co.
Inc., which sustained a loss of
slightly more than $300,000 in
July.

Both burglaries, according to
owners, were remarkably similar.
And one owner noted that he had

been told by officials that several
other jewelry heists similarly
carried out are currently under
investigation by New York po-

lice. Police here were reluctant to

confirm or deny the report to
Business Insurance. However, a
spokesman for the Jewelers' Se-
curity Alliance admitted there
are a "series of cases in which

there are similarities."

IN EACH OF the burglaries the
merchandise stolen was stored in

walk-in combination safes that

were protected by Holmes Elec-
tronic Security devices sensitive
to pressure inside the vault or any
specified pressure against the sides
of the vaults.

Before either of the vaults

could be opened the Holmes Se-
curity Agency had to be supplied
with a correct code of signals or+
a device that leads to a security
circuit. Both heists occurred on

early Saturday mornings, at a
time when smaller jewelry con-
cerns ociasionally but not nor-
mally open to clear up backlogs
of work. In each case the bur-

glars gave the proper opening
code to the Holmes agency and
entered the vaults without force-

fully cracking their combina-
tions. Holmes declined comment.

David Goldschild, president of
Jewelry Unlimited, sail he be-
lieved the heist at his company
was the work of professionals

who had a portfolio information
on his firm's security system. He
resented implications that it was
a fidelity case, noting that "all
our err.ployes-e ven me-took
exhaustive lie detector tests giv-

en by Scientific Lie Detector
Laboratcries and all were given a

helps eliminate the
headaches from
Pension Plans.

clean bill of health."

Mr. Goldschild explained that
the only people who had access
to the proper opening sequence
code of his security system were
employes of Holmes and certain
responsible employes at Jewelry
Unlimited. Similarly, the combi-
nation to the vault door was

known by certain Jewelry Un-

limited personnel and the door's
manufacturer, Acme Safe Co. Inc.

"I DON'T feel secure with my
security equipment any more,"
Mr. Goldschild said.

Also lacking confidence these
days is Ira Schecter, a co-owner
of Iral Jewelry Limited.

Mr. Schecter noted that his

partner, himself and a foreman
of the company were the only

NewMasterAnnuit¥Plan
does away withthe need
for aTrust orTrustees.

MONY's new approach offers a fully insured Pension
Plan for smaller employee groups that simplifies plan-
ning, eliminates a good deal of red tape, and cuts down
on preparation and administrative expenses. For further
information, write Pension Plans Development, Dept.
5-15, MONY, 1740 Broadway, New York, N. Y. 10019.

M0NY
MUTUAL OF NEW YORK

The Mutual life Insurance Company Of New York

people who had access to the
proper Holmes code and safe
combination, but that the investi-
gation had not required lie detec-

tor tests of them, although "all
would have been willing to take
one."

Mr. Schecter expressed an "ab-
solute lack of confidence" in se-

curity afforded the jewelry in-
dustry today.

"I HAD AN Atlas safe door,"
he said. "When it was delivered

to me I was handed the combina-

tion in a brown envelope by the
trucker who carried the door in.

This business is so small," he
observed, "I'd like to know which
trucker delivered rny door and
which delivered his (Mr. Gold-
schild's)."

Mr. Schecter said that the lim-

its of his St. Paul policy were
$40,000 and that he had taken a
$20,000 loss on top of that.

"St. Paul's canceled my policy
after the claim and now I'm with

Lloyd's. I'm not happy about it. I
feel like a second class cititen. As

long as there is a company in this
country writing a jeweler's poli-
cy, I feel I am as honorable as
anyone else who has jeweler's
insurance with an American com-

pany. I guess it's just a quirk with

me," he said, noting it had nothing
to do with the Lloyd's organiza-
tion itself and that his premiums
were only "slightly higher" with
them.

Jewelry Unlimited, according
to Mr. Goldschild, is. in the
process of obtaining a Lloyd's
policy.

A SPECIALIST in jewelers
block policies at St. Paul refused
-0 discuss either of the recent

heists involving his insurance
company's former policyholders.
Asked if he thought many jewel-

ers today were losing confidence
in their security systems and
whether anything was being done
about it, he commented: "Yes.
It's being done. It's being done."

While he was unwilling to esti-
mate losses due to burglaries this
year, the Jewelers' Security Alli-
ance source said that figures re-

ported to the alliance this year
would be "much higher" than
those of previous years. He add-
ed, however, that this might be
in part due to the fact that the
alliance's sources for information

have improved in the past year.
In the meantime, a consultant

to insurance buyers in Maryland,

who is deeply involved with jew-
ler's block policies, has fired a
salvo at the insurance industry.

Richard C. Sleeper, senior con-
sultant to the Insurance Buyers
Council of Baltimore, Md., said,
"Definite pressure is being exert-

ed on insurance company adjus-
ters to reduce loss payments or

deny liability altogether to jew-
elers suffering insured losses."

Speaking to a National Whole-

sale Jewelers Assn. meeting, Mr.
Sleeper further charged that not
only are premiums zooming to

outer space, but terms are be-
coming more and more restric-

tive.

Mr. Sleeper said that jeweler's
block policy losses have risen so
steadily and severely that fewer
insurance companies consider

jewelers good risks.

He suggested that thought be
given by jewelers' associations
that they form a member-owned
captive insurance company. •

Braddock, 55, dies
Robert A. Braddock, president

of R. B. Jones Inc., Kanaas City
insurance broker, died Sept. 20
following a brief illness. He was
55.



"THIS SYSTEM, well along to-
ward adoption in Canada, is ideal-
ly suited to the advertising tech-

Parsons ioins Klein

Promote warnings on hazardous products: Editor
WASHINGTON-A system of

warning symbols-made readily
recognizable by public service
and product advertising-should
be used on all potentially haz-

ardous products, the National
Commission on Products Safety
was told.

"Inasmuch as the extensive pro-
motion of a caution signal of this
kind might reduce a manufac-
turer's liability in the event of
damages, it might be possible that
liability insurers would be inter-
ested in getting behind an idea

like this, and perhaps offer incen-
tive rates for products which are
labeled in this manner," Stanley
E. Cohen, Washington editor of
Advertising Age, later explained to
Business Insurance.

(Advertising Age and Business

Insurance are sister publications.)

MR. COHEN noted that thanks

to Ralph Nader and others, ad-
vertising has assumed a new role
in stimulating competition to-
ward safer products-but that it .

can't be counted on to do the
whole job.

Mr. Cohen noted a "significant

phenomenum" occurring in the
area of auto advertising, as well
as in other fields. "Where auto

marketing and advertising strat-
egy formerly worked against de-
sign safety, the new conditions
have transforrned the role of ad-

vertising so that it has become a
positive force prodding manufac-
turers into a competition to offer
new safety features."

Mr. Cohen noted the same sort

of safety theme popping up in
other forms of advertising, such
as eigaret ads. But he said: "The
lesson is clear to me. Advertising
can advance the cause of safety;
but it can only perform a suport-
ing role, and only then, in an
appropriate environment.

"THE DAVI) and Goliath

struggle between Ralph Nader
and General Motors j arred the
public's complacency about auto
safety in the public's mind. But
Ralph Nader cannot do all these
things himself, and we cannot
leave product design to chance,"
he stated.

Mr. Cohen said there's no as-

surance that product safety will
be secured by requiring warnings
in product ads. "Proposals of this
kind inevitably provoke intense
resistence from advertisers, who
argue that advertising should not
be required to serve as witness
against the advertised product,"
he explained.

A more workable alternative,
Mr. Cohen proposed, would be a
system of "signal" systems-"a
modern equivalent of the old
'skull and crossbones'-which

could be required by law on all
potentially hazardous products."

The Advertising Age editor
suggested that the meaning of
the symbols-that these particu-
lar products required special care
on handling and storage-could
be "widely and continuously" pro-
moted through public service ad-
vertising.

John R. Parsons has joined the
staff of Eugene M. Klein and As-
sociates, Cleveland-based actu-
aries, pension and profit-sharing
plan consultants and administra-
tors. He will serve as a consultant

in the field of employe benefits.
Mr. Parsons was previously an
officer of an independent consult-
ing firm.

nique. Instead of a mukitu(ie of
competing campargns. there is one
campaign, with a single clear-cut
message that ser·es the needs of
all."

Once these symbols Exist and

the necessary arrangerrents are
made to as:ure that they appear
on all products, Mr. Cohen said,
"the debate cver warnings in ads
takes on new mezning. Regulato-
ry agencies could determine that

for cer.sin types of hazsrds the
warning symbol must aPPear in
the product ad, like the standard
ratings currently used in ads for
rnotion Fictures.

"This combination of public
service advertising and product
advertising, all featuring :he rec-
cgnized s. gnal' symbols: provides
the best assurance that consumers

will learn to recognize these po-
tentially hazardous prc6112.tE, and

If you have employees working
overs€as you know they are faced
with ser.ous problems when it
comes tc buyinir personal insurar.ce.

Al U has made available a

volunlary group plan which pro-
vides personal property, accidental
death and dismemberment, and
comprehensive personal liability
coverages. The great thing about
this policy is that your employees
are nc 1cnger left to their own
devices in a foreign country.

take appropriate grezautions."

MR. COHEN dEE.ared that in

his opinion the promotion of a
system of symbols o 5 this kind is
the "single most r'Eluable contri-
burion advertising can make to-
ward helping the =ublic protect
itself frcm products rhich: though
norm ally safe, i-wilve potential
ha2 ards.

' But advertisin- c annot make

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

Their rates will be lower than if
they purchased the insurance on
an individual basis; AIU's world-
wide claim network makes settle-
ment particularly convenient, and
you won't have to be saddled with
administrative details such as pay-
roll deductions, record keeping

that contribution in the existing
disarray of labe.ing law. By de-
veloping a universally recognizec
and required s> s=em of caution
symbols-perhaps a system which
will be accepted throughout North
America-I believe this commis-
sion could make a contritution to-

ward improved droduct handling
habits which woid pay dividends
in anguish avzrted and lives
saved," Mr. Cohen sta:ed. •

or claim handling.
If you're interested in more

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

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

Including you.

American International Underwriters
50 years of worldwide coverage

If you want your overseas employees
to be happy, there's very little you have to do.
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66Is there a quote here froin Mutual Benefit P "

Dt t

66Right on top. In more ways than one. They've increased executive
coverage. And by consolidating several group life plans, they've cut
adininistrative costs, too."

Anybody can hand you a packaged group life
proposal. And sadly enough, many do.

But not Mutual Benefit. Imagination and creativity
characterize every quote we submit.

You don't need 120 years of insurance experience or
over 11 billion insurance dollars in force (as we have)
to know that each customer's requirements are unique.

That's why we start fresh from the standpoint of
the client's needs and what he can afford to spend,
and build from there.

As a result, maybe we'll find a way to increase
group life benefits, yet lower the cost.

7j

Then, with the money saved, we may be able to
set up a long-term disability plan. Or improve major
medical benefits. Or fatten up a group pension plan.

Like all of us at Mutual Benefit, our home office
experts and group specialists across the country have the
quaint idea that the easy way (the canned plan)
is rarely the right way.

So we fuss. And strain. And figure and refigure
to give you the plan you need. At our expense, not yours.

MUTUAL BENEFIT LIFE
THE MUTUAL BENEFIT LIFE INSURANCE COMPANY,/NEWARK, N.J./SINCE 1845
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business insurance/perspective
Sonic boom: An

unpredictable hazard
by William H. Rodda,
president,
Marine /nsurance Handbook, inc.
Chicago, illinois

William H. Rodda

 Lockheed F- 104 Starfighter was dem-onstrating its capabilities at· an Otta-
wa, Canada, airport in August. 1959,

when it buzzed the field at more than 1,000
miles per hour. The sonic boom from this
low-level pass smashed windows, doors and
walls. It tore insulating materials from
walls and ceilings of a new and almost

completed air terminal building. Total
damage was reported to be $500,000.

Another dramatic sonic boom occurred

at a dedication ceremony at the Air Force
Academy in Colorado Springs on May 31,
1968. Again it was a fighter plane flashing
across the field at low altitude that blew

out more than 300 windows and caused

injuries to fifteen people from flying glass.
Sonic boom is considered to be a men-

ace to property and people, or to be as
harmless as a distant clap of thunder,
depending upon whether you are listening
to a proponent of supersonic commercial
aircraft or to a person who believes that
disruption of people's lives from modern
technology has gone far enough.

THOSE WHO FAVOR development of
supersonic commercial flights claim that
sonic boom cannot cause structural dam-

age and that the boom does not cause
injury to persons. There is no question
that a severe boom does break windows,
doors and even displaces partitions in
buildings. Injuries have been from flying
glass rather than from the air pressure of
the boom itself, but the boom can scare the
daylights out of you, or interrupt a sound
sleep.

What is a sonic boom and what are its

potentials for damage or for interference
with normal living? Is sonic boom damage
an insurable hazard.

The sonic boom is a noise which results

from a shock wave in the air from an
airplane which is travelling faster than the
speed of sound. An airplane that is moving
slower than the speed of sound rr-erely
pushes the air aside. There is no shock
wave under these conditions. But the air

cannot move fast enough to get out of the
way when an object is travelling faster
than the speed of sound.

This speed varies with altitude, temper-
ature and other conditions, but it is in the
neighborhood of 700 miles per hour. The
air which a plane meets as it travels su-
personically cannot get out of the way, so
it is pushed into a compact wall which
spreads out behind the plane in a shock
wave. This is somewhat of an oversimplifi-
cation of the scientific explanation, but the
fact is that a shock wave similar in its

effect to the shock wave from an explosion
of dynamite trails from the plane.

THE EXTENSIVE damage that occurred
at Ottawa, at Colorado Springs, and other
places from sonic boom resulted from the
flight of aircraft at low levels. The severi-
ty of the shock wave lessens greatly as the
altitude of the plane increases. Planes of
the U. S. Air Force (which presently are
the only planes which fly supersonically in
this country) do not fly faster than the
speed of sound at altitudes of less than
35,000 feet except when they must take off
and climb quickly in order to identify an
unknown aircraft.

The abnormal pressures from a sonic
boom at 35,000 feet are expected to be in
the range of 142 to 2 pounds per square
foot. These pressures may cause a sharp
crack like nearby thunder and might

ing the tests there. Most of them were like
distant thunder. Rarely did they even rat-
tle dishes on a shelf. However, this was in
a large city where other noises tended to
blot out the shock. wave. The Oklahoma

tests seemed to cause more public reaction.
Public opinion polls were said to indi-

cate that a quarter of the people there felt
that they could never get accustomed to
the booms. About two-thirds of the claims

that were paid were for damage to glass,
and about 20% for damage to plaster. One
of the more interesting claims was from a
woman who said that the sonic booms

regularly broke the straps on her bras-
siere. The available records do not indicate
whether her claim was allowed.

The question which faces owners of
property is whether the sonic boom in the
future will be a threat to property and
whether insurance will be available to

cover any such losses. The answer depends
largely on the future of supersonic trans-
port airplanes. Today the only airplanes
that fly at supersonic speeds are those of
the Armed Forces. The Air Force can de-

termine with almost complete accuracy
what plane was flying at supersonic speed
in any case where a sonic boom occurs and
causes damage.

The investigative procedure determines

'An analysis of current insurance protection against sonic boom
damage is simple...itis not clear what the attitude of insur-
ance companies will be . . :

break windows, and particularly windows
that are not set properly in their frames,
or a glass that has sorne internal stresses
within its structure. Large scale damage is
not expected from high altitude flights.

There is a popular misconception that
the sonic boom occurs at the moment when

a plane crosses the "sound barrier," that is,
when it accelerates past the speed of
sound. This is not true. The plane creates a
sonic boom continuously when it is flying
faster than the speed of sound. The area of
the boom spreads out behind the plane like
a gigantic cone. It usually is loudest di-
rectly under the plane's flight path, but
the shock wave may be diverted, reflected
or sometimes increased in intensity by at-
mospheric conditions.

The U. S. Air Force ran several con-

trolled tests in different parts of the coun-
try, including Oklahoma City and Chicago.
Thousands of claims have been filed

against the Air Force for dannages which
were said to result from these sonic boom

tests and other cases where planes caused
sonic booms. From 1956 when the phenom-
enon was recognized as a cause of damage
until the first of this year the Air Force
has paid something more than $1.5 million
to 14,000 claimants for acknowledged
damage. Every claim has been investigated
carefully. It can be assumed that the
damages which have been allowed are a
very conservative measure of the damage
that was caused.

THE AIR FORCE TESTS developed
some interesting situations. Many people
were annoyed at the booms. This writer
experienced them in the Chicago area dur-

first whether rnore than one claim is re-
ceived from an area. A sonic boom that is

severe enough to cause damage is almost
certain to affect several properties in the
area. The Air Force also searches its rec-

ords to see what plane and what pilot
were in the area, and at what altitude
they were flying. The claim is denied if
it is determined that no Air Force plane
was in the vicinity.

THE PROPERTY OWNER and his m-

surer presently can look to a single culprit
when it appears that there has been sonic
boom damage. The Air Force has accepted
the responsibility of paying for such dam-
age when it is clear that it was caused by
an Air Force plane. The path is clear when
a claim is to be made. Sonic boom has thus
far not been a serious problem for insur-
ance companies because the Air Force has
accepted the responsibility of paying for
proved losses from sonic boom.

The situation will change radically when
and if supersonic transport planes start
operating over the U. S. Predictions have
been made that within 20 years there will
be 500 supersonic airplanes operating over
the world's air lanes. It will be difficult if

not impossible to tell whose airplane
caused the sonic boom that knocked out all

the glass in a Kansas City suburb, or along
the north shore of Long Island. Every pilot
who was flying a plane in the area at the
time will swear that he was above the
minimum altitude before he went super-
sonic, and nobody will be able to prove
any of them a liar. Minimum altitudes for
supersonic flight will not be a guarantee
against darnage.

Current thinking is that supersonic
transport planes will not be permitted to
exceed Mach 1 (the speed of sound) at an
altitude of less than 60,000 feet. But sup-
pose pilot John Dokes is late getting off

from Kennedy Airport and he wants to get
home to Marna in Los Angeles for dinner.
At 40,000 feet, or 50,000 feet he figures he
is over the mountains of Pennsylvania
where nobody will know the difference

and he pushes the throttle levers forward.
Everybody from Wilkes-Barre to Wil-

liamsport will be jolted by his sonic boom
and glass will fly all over the cities. Per-
haps there will be flight recording devices

that could tell when he went supersonic,
but it would be naive to think that an

airline would voluntarily admit that its
pilot was the one who pushed forward too
fast. The property owner's recourse would
be to his insurance company. He will leave
it to the insurance company to fight it out
with the airlines, the Air Force, and by

that time perhaps with some private oper-
ator of supersonic planes to collect from
the perpetrator of the too-fast flight.

There is also the unpredictable nature of
the sonic boom to be considered. It may be
determined that 60,000 feet altitude, or
some other flight level, will be the one at
which sonic booms will be only an annoy-
ance and not a threat of property damage
or personal injury. People will be expected
to accept the regular occurrence of the
booms the way -they are forced to accept
city noises, the jar of the jet take-offs
from out city airports, or the roar of
trucks on mid-city highways. But the sonic'
boom is unpredictable. Occasionally at-
mospheric or other conditions (nobody
really knows why) will produce a super-
bang. These may be ten times the strength
of what would normally be expected. All
of the pilots aloft may actually have been
operating at their legal altitudes. Again
the only satisfactory answer to the proper-
ty owner is insurance against damage from
sonic boom.

AN ANALYSIS OF current insurance
protection against sonic boom damage is I
relatively simple. Most insurance policies
today include what is known as "extended
coverage." This may protect against perils
that are specified in the policy, or it may
be an all-risk type of coverage. In either
case the point to be e*amined is the pro-
tection against loss from-vehicles and air-
craft.

One typical clause covers loss by vehi-
cles or aircraft, which is defined as mean-
ing direct loss resulting from actual physi-
cal contact of an aircraft or a vehicle with

the property covered. Sonic boom damage
does not involve any physical contact of
the airplane with the property. Sonic boom
damage to property would not be covered
by this form of extended coverage.

Another version of extended coverage
applies to loss or damage by "Aircraft,
including self-propelled missiles and

spacecraft." This wording does not require
that there be any physical contact between
the aircraft and the property which is
damaged. Any damage which is caused by
a sonic boom clearly is damage caused by
an aircraft.

It is not clear now what the attitude of

insurance companies will be when sonic
Continued on following page



Continued from preceding page IT HAS BEEN PROPOSED that smce plane rather than by a m-litary plane The The property owner may also wish to

boom becomes a frequent cause of insured this iS a man-made hazard lt should be progerty owner's recourse necessarily will take a position on the question of insur-
loss Past actions in relation to landslide paid as a business expense of airline be insurance The property owner who has ance against the hazard at a premium
and surface water losses might indicate operation. This might be handled through been foresighted enough to secure insur- commensurate with the hazard, or a gov-
that insurance companies will tend to ex- some special insurance company pool, or ance that applies to sonic boom will be ernment or other pool of some sort that
clude sonic boom damage when losses be- perhaps under a government financed or covered during this transition period The would depend for ltS financing upon the
come catastrophic Someone has estimated supervised operation proEerty owner who has accepted coverage airlines as an expense of air travel

that present losses of perhaps a few A property owner may ask why he that requires physical contact of the plane
hundred thousand dollars a year from Arr should be concerned about sonic boom with his property in order for a loss to be Willtam H Rodda, a CPCU and a mem-

Force planes would skyrocket to a hundred damage now when all such provable dam- covered will then find it difficult to secure ber of Phi Beta Kappa, graduated with
million dollars in losses each year when age is being paid for by the Air Force His sonic boom coverage Insurance markets honors from Rutgers Umvers,ty He is the
scores of hundreds of supersonic transport concern should be for the future There lS tighten very quickly when a hazard begins president of Manne Insuance Handbook,
planes are criss-crossing the country Such certain to be an increase in the frequency to cost a lot of money in losses Inc, which publishes the standard inland

losses would make it necessary for insur- of such damage Just as soon as commer- The property owner should anticipate manne insurance Tate book for agents He
ance companies either (1) to exclude the clal supersonic airplanes are operating that someday he will need coverage against is a considtant to compames in the multiple
losses as too catastrophic to cover or ( 2) to over the United States the government sonic boom damage He should make cer- hne znsurance fleld He ts the author of
charge substantial premiums to cover the will deny liability for any damage which tam that his present policies cover such several of the pnnctpal textbooks On 1718117-
hazard. may have been caused by a commercial loss. ance subjects

policy, are that the insured must

Readingyourstandard 1 Give the insurer or its agent immedi-
ate written notice of the loss

2 Protect the insured property from fur-
ther damage

fire policy No. 2 3 Separate the damaged from the undam-
aged property

4 Give the insurer an inventory of un-
damaged damaged, and destroyed property

5 Submit within 60 days of the loss a

by George L. Head, SOME INSURANCE POLICIES specify cover the same insurable interest in identl- wntten proof of loss on a form
hazards ( dangerous conditions) which ex- cal property, each policy will bear a sharedirector of educational publications, 6 Show the insurer or Ks representative
clude coverage, that is, which put an end of the total liability to that insured equal

Insurance Institute of America
the remains of the damaged, destroyed,

to coverage forever even after the hazard- to that policy's proportion of the total and undamaged insured property
(Thts ts the second of two a,rticles In the ous condition is eliminated But tne only insurance Thus, if fire insurer A covers 7 Submit to interrogation under oath lf

fzrst, the wnter discussed the first foul· of hazards affecting coverage under the stand- the Jones factory for $100,000 and fire
11 questtons that must be answered to de- ard fire policy are those which suspend insurer B covers the same factory for

the insurer requests

termine the scope of coverage under any coverage temporarily, the insurance being $300,000-both standard hre policies show- 8 Allow his business records to be ex-

insurance contract These were What penis, fully restored once the hazards are removed ing the Jones Corp as the named Insured- amined by the insurer
losses, property and locations aTe covered.) To quote in part from lines 31 through fire insurer A will pay $20,000 of $80,000 9 Permit the insurer or its representa-

37 of the second page of the standard fire loss ( 44 of the loss), and fire insurer B tive to make written extracts from these
the absence of an endorsement or policy, three hazards suspend coverage will pay 3/4 of the loss or $60,000 records

assignment, the standard fire policy pays There is no insurance (1) "while the haz- 10 Comply with the procedure for arbi-
losses only to the named insured or to his ard (meaning chance of loss) is increased THE FINAL THREE questions which trating disputes with the insurer

legal representative, such as an her or by any means within the control or knowl- must be answered to analyze the scope of In addition, the insured must not
estate administrator Because the character edge of the insured," (2) while the insured the standard fire policy's coverage-ques-
and reputation of the insured are impor- property is unoccupled or vacant beyond tion: concerning the rights of the insured, • Commit fraud, concealment, or rmsrep-

tant factors in the insurer's selection of 60 consecutive days, and (3) for losses the duties of the insured, and the options
resentation with respect to any aspect of

risks, the fire policy is not assignable be- which "are a result of explosion or riot, of tne Insured-all apply primarily to the
the insurance transaction

fore a loss without the Insurer's written unless fire ensues, and in that event for payment of losses; most of these rights, • Abandon property to the insurer with-

acceptance of the particular assignee Af. loss by fire only " With respect to the first duties, and options exist only if a loss out its consent
ter a loss, however, an insured may assign two hazards, the insurer wlll not pay any OCCLrs These points are covered in the • Jeopardize the insurer's subrogation
his right to the indemnity payments for losses which occur while any of these haz- clauses of the policy usually known as the
that loss, but not his rights to payments ardous conditions exists, even though the "conditions,

rights against any third party who may be
legally responsible for the insured loss

for future losses hazard in no way contributes to the loss Tne insured has three significant rights

Under the standard fire policy, as under which actually occurs under the standard fire policy The first IN MOST CASES the insurer pays the
nearly every property and liability insur- These three conditions suspending cov- right lS to receive indemnity payments for
ance contract, the company will pay the erage need not be as serious to the insured losses which are covered by the pollcy But

actual cash value of a loss under the
standard fire policy But to curb the mis-

insured no more than the amount of his as they may sound. To suspend coverage, to perfect this right, the insured must use of insurance by insureds who are
personal financial loss (his "lnsurable in- any hazard (dangerous condition) known comply with certain conditions enumerated over-eager for cash and less concerned
terest") regardless of the value of the or controlled by the insured must be seri- in the next section The insured's second about their property, the standard fire pol-
property or the amount of insurance To ous' using a motorized paint sprayer in a rigtt is to receive a refund of the full
take a concrete example, if a firm's $200,- closed room by an open flame may well unearned premium if the insurer cancels

icy gives the insurer three options in de-
ciding how it wishes to settle a loss The

000 factory is insured for $200,000 and suspend coverage, merely hghting a clga- the policy-a cancellaticn which requires insurer may.
mortgaged for $80,000, the insurer will rette will not The second excepted hazard, five days written notice to the insured
pay the Insured only $120,000 the value of extended vacancy or unoccupancy can be The insured's third major right is the right . Pay the actual cash value of the loss,

its equity, for a total fire loss The insurer insured by an endorsement and by the to cancel his policy immediately and to leaving the insured with title to the dam-
must hold the other $80,000 as a trustee payment of extra premium, as can be the receive a "short-rate" refund of unearned aged and undamaged property
for the mortgagee explosion peril m most cases premium, a refund slightly less than the • Take title to the damaged and undam-

The use of mortgages is so common on refund given if the insurer cancels the aged insured property and pay the in-
properties insured under the standard fire THE MAXIMUM AMOUNT an insured policy sured the before-loss appraised value of
policy that the first page of the policy can collect for a loss under the standard In addition, the insured has some other all the property insured under the policy,
contains space for indentifying any mort- fire pohcy can be limited both by the minor rights under the standard fire poh- including the undamaged property

gagees and makes the named Insured's provisions of the basic policy and by any cy Two of these are the right to demand
coverage subject to the provisions of any endorsements added to the policy Fre- the insurer's cooperation in arbitrating a

• Repair or replace at its own expense

mortgage clause endorsed onto the policy quently used endorsements restricting the disputed claim under the policy and the
the damaged or destroyed insured property

amount of coverage include deductibles, right to sue under the policy within a year
with material of like kind and quality
within a reasonable time after the loss

THE INSURING AGREEMENT of the coinsurance provisions, and pro rata distri- after the loss if the insured has met all the
standard fire policy provides coverage for bution clauses These endorsements will conditions precedent to the payment of Note that the foregoing brief sketch of

losses occurring between the dates stated not be discussed here that loss the 1943 New York Standard Fire Pollcy is

in the declaration, coverage beginning and The insuring agreement of the standard not a complete analysis Furthermore, fire

ending on those dates at noon standard fire policy provides that the insurer's lia- IT IS SOMEWHAT inaccurate to speak policies differ somewhat from state to

time at the location of the insured property bility is limited to the lowest of four of "the Insured's duties" under the stand- state Before taking any action based on
For losses caused by a fire which has amounts (1) the face amount of insurance ard fire policy or any other property or the above discussion, the reader should

reached the insured property before noon purchased, (2) the actual cash value of the liatility pollcy The insured has no duties obtain detailed, expert advice Finally, re-
on the first day of covelage, the insurer damaged property at the time of the loss, -not even the payment of premium_ member that the major stiess of this arti-
probably lS liable only for the damage (3) the cost of repairing the damaged which the insurer can s.le the insured to cle has been to explain and illustrate two

which occurs after noon In contrast, if a property within a reasonable time after enforce Instead, what are loosely referred methods of analyzing insurance policies-
fire has damaged the insured's property the loss with material of the same kind to as "duties" are conditions the insured the scope-of-coverage method and the
before noon on the final day of coverage, and quality which made up the property must meet before he can collect indemnity functional method The standard fire poli-

the insurer must pay the entire loss, m- before the loss, without allowance for de- for an insured loss cy has only been an example Hopefully

cluding the damage done after noon, by preciation or for the cost of making lIn- The most basic of these conditions is these two techniques for analyzing insur-

the same fire provements to meet building code require- timely payment of premium But after a ance coverages will prove useful to readers

As defined by most modem insurance ments imposed since the property was first loss occurs, the insured must comply with in studying other insurance contracts
writers, a "hazard" is a dangerous condi- constructed, or (4) the insurable interest 13 conditions Ten of these conditions deal
tion or situation which makes a loss more of the named insured, that iS, the amount with what the insured must do to perfect (Thls arttele ts based on the material in-

likely or more severe than it would have of his financial loss caused by the fire, his rights to payment for a loss, and three cluded tn the three-Vear program of study
been if the hazard were not present Thus, lightning, or removal of these conditions deal with what the leading to the diploma in nsk management

oily rags are a hazard with respect to the Beyond these four limits on the amount insured must not do if he ishes to protect awarded by the Insurance Institute of
peril of fire But for some older writers, of coverage, lines 86 through 89 on page his right to be indemnified America For more information on this

and in the standard fire policy, "hazard" two of the standard fire policy provide The first 10 conditions, detailed in lines diploma, wnte the Institute 270 Bryn Mawr

means probability of loss that, if two or more standard fire policies 90 through 140 on the second page of the Avenue, Bnm Mawl·, Pennsylvama 19010 )



More
businessmen

ought to be treated
like cattle.

When the average American Hereford
s.eps on the irain, the value of his
irsurance is as current as the last

pound he gained.

When the average American business-

man steps our on company business,
tre value of his indurance probably
hasn't been upgraded since the day
hs got it. rf he got it at all.

At CNA, we don't think any
corporaticn should risk unsophisti-
cated travel insurance for their

people. (So many more businessmen
are traveling now.) That's why we
recommend our Group Travel
Accident coverage. It's as current
as the changes in your company.

For example, we've made a lot of
our coverage automatic.

Like insuring the businessmen
you didn't expect to be traveling
fc r you.

Like insuring businessmen
you acquired through a merger
or an acquisition.

Aid we've sophisticated
what we cover.

If you have men assigned
tc a hazardous area,

inc'uding a war zone, we'll
insure them. If we've

made arrangements with
you beforehand, we'll do it
automatically

Some companies won't insure
that kind of risk.

Bit CNA does a lot of things other
companies don't.

Keeping your employees' travel
insurance as current as cattle's is the

least we can do.

Man deserves more.

Contact your agent. Or write to us
for a CNA Travel Exposure Analysis.

a 1-CNA/insurance service
DEPT. 18WZ • 310 S. MICHIGAN AVE. • CHICAGO, ILL. 60604
CONT.NENTAL CASUALTY CO. • AMERICAN CASUALTY CO.

NA-ICNAL FIRE INSURANCE COMPANY OF HARTFORD

TRi.NSCONTINENTAL INSURANCE CO. • TRANSPORTATION

INSIRANCE CO. • VALLEY FORGE INSUAANCE COMPANY
VALLEY FORGE LIFE INSURANCE CO. • CNA INVESTOR
SERVICES, INC. '-CVAFINANCIAL CORPORATION

f :

*.

.

r 4 4. ' 4

-S

-

--

-

9...-3



Lauds 'class action' proposal as new
legal aid to defrauded consumer

WASHINGTON-The Senate

subcommittee on improvements in
judicial machinery was told that
pending legislation to liberalize
class action suits would "help the
defrauded consumer by providing
him with a new form of legal
remedy and more effective legal
representation."

Dr. Herbert S. Denenberg, Lo-
man professor of property and
liability insurance at the Wharton
school of finance and commerce

of the University of Pennsylvan:a,
told the subcommittee that "a

high percentage of all complaints
submitted to state insurance de-
partments involve accident and
health policies or automobile col-
lision and comprehensive policies

n which the amount in dispute
-r. ay be far too small to make
i:igation wor:h while, however
:mportant it might be to the indi-
v.dial insured "

Dr. Denenterg charged that
'defrauded insureds now cannot

realistically rely on litigation as
leir remedy. Nor can they al-
ways rely on the insurance de-
partment of their st:Se, which is
2harged with the responsibility of
-egulating and policing insurance
Dompanies."

AS ONE POSSIBLE correct_ve

rreasure, Dr. Denenburg told the
subcommittee that he backs she

2!ass Action :urisdiction Act (S.
1980) "to help the defrauded con-
Burner by providing him with a

new form of legal remedy and
more effective legal representa-
tion."

Under ihi: proposal, the com-
plaints of all defrauded insureds
victimized by the same insurance
company in the same fashion
could be asserted by one or more
consumers on behalf of the entire

group, thus "providing the class
of insureds with a realistic reme-

dy, and with an effective repre-
ser:tative.' Dr. Denenberg said.

In other words, he explained,
"one insured could sue on behalf

of all those affected by an insur-
er's policy of delaying payment of
claims or refusing to pay small
claims, or on behalf of all those
adversely affected by a deceptive

policy provision."
THE LOMAN professor also

charged that "the regulated in-
dustry often captures the regula-
tor, and this is nowhere more true
than in the area of insurance."

He cited the fact that many
insurance commissioners come from

the insurance industry and return
to it. Often, he said, such a regu-
lator "is more concerned with prob-
lems of the industry than the prob-
lems of the consumer."

"However dedicated and well-

meaning the insurance regulator
rnay be, the very nature of the
regulatory process may produce
an industry-oriented viewpoint,"
Dr. Denenberg told the commit-
tee.

He cited instances in which in-

adequacies of state insurance de-
partments' complaint offices were
discovered.

"EVEN IF the regulator had the
resources and the inclination to

process consumer complaints effee-

This Southern California Edison hydrogmpher
has pemion benefits provided by PaciSc Mutual Life.
And so have thousands of other
SCE employees since 1941.

He works in the freez.ng High
Sierras. Below him is tne SCE Big
Creek-San Joaquin Rire. hydroelec-
tric project, part of the company's
tremendous network =f generating
facilities.

PML is proud that his emplcyer
selected us to invest a portion of his
non-contributory pension funds -

and -hose for more than 8,70] other employers and multi-employer cus-
SCE employees. tomers like trade associations and

PML has served SCE for 28 years. unions.
Over that time we have maintained The advantages of service, cost
excellent investment performance and coverage enjoyed by SCE are
with continued high yields. Retirees worth looking into. Your Pacific
have received speedy service. And Mutual Life grcup insurance repre-
SCE management has received sentative, agent or broker, will give
meaningful in: ormation reports on you all the facts.
the progress of the pension plans.

As one of the larges- grouE insur-
ance companies in the nation, PML Pcific Mutual Life
can satisfy :he needs of large The West's largd mutual ife insurance company

't

f

tively, there are still good reasons
for providing new and alternative
remedies," the professor told the
legislators.

Insurance department corn-

plaint offices "may not provide a
sufficiently strong deterrent to
potential wrongdoers. The indi-
vidual complaint may be sepa-
rately handled and adjusted with-
out penalty or with only a result-
ing restraining order for the fu-
ture. Some insurance departments
do not even maintain records that

would be adequate to establish a
pattern of conduct and thus j usti-
fy more severe penalties," Dr. De-
nenberg charged.

Other potential pressures on in-
surers to correct insurance injus-

tices have also failed, the Loman
professor told the subcommittee.
"Even organized consumer groups,
unions, and others have not man-
aged to gather the expertise and
the facts to bring effective coun-
tervailing power into the arena of

insurance regulation and legisla-
tion."

The professor argued that de-
frauded insureds would have a

new and effective advocate, the
individual attorney, who would be
properly motivated and rewarded
by the method of compensation
now afforded attorneys, if the lib-
eralizink class action legislation is
passed.

"It has been said," Dr. Denen-
berg added, "that no one should
underestimate the resources and

ability of the individual attorney
representing his client when the
'blue chips' are down. The 'blue
chips' have been down for the
consumer for a long time. It is
time to see that the consumer gets
the representation and the reme-
dy that he is entitled to." •

Staubitz

named at

Chemetron
CHICAGO--Sheldon H. Staub-

itz has been named corporate in-
surance manager at Chemetron
Corp., succeeding Graham Foun-
tain, who has retired but contin-
ues as a consultant to the compa-
ny until October 1.

Mr. Staubitz, 37, was for four
years the insurance manager at

Brunswick Corp. prior to joining
Chemetron. Before that he was

insurance manager for Allied Van
Lines. All three are Chicago-
based operations.

Sheldon H. Staubitz

In his new position, Mr. Staub-
itz will be responsible for all
property and liability protection
for Chemetron in addition to the

corporation's ernploye benefit

program. CNA Insurance is one of
Chemetron's major underwriters.

Mr. Staubitz told Business In-

surance that his first major proj -
ect at Chemetron will be an over-

haul of the employe benefits pro-
gram. At present, several insurers
participate in this program.

The new Chemetron corporate
insurance manager graduated
frorn Northwestern University
with a BS degree, received a law
degree from Loyola University
and is a member of the American

Society of Insurance Management
and a CPCU. •



Life insurers need investment freedom
OXFORD, Great Britain-

Greater freedom in the use of
common-stock investments can

help many American life insur-
ance companies, predicted Wis-
consin University law chief, Pro-
fessor Spencer L. Kimball, when
he addressed an international con-

gress on insurance law at Oxford
University.

He then listed various benefits

that new solvency regulations
could confer if they were proper-
ly put in hand, and declared:
"Strong insurers should not be
needlessly straitjacketed by un-
necessary restraints devised for
weak insurers." He said: "A recent
authoritative study of the life in-
surance investment process con-
cluded that the capacity of life
companies for risk taking is ap-
preciably greater than the degree

of risk taking reflected in their
investment portfolios.

"Further liberalization 6f com-

mon stock investments for their
purposes would help in achieving
several goals," Dean Kimball ob-
served.

"IT WOULD help make life in-
surance a more attractive savings
medium by providing greater op-
portunities for growth and yield.

"It would provide greater pro-
tection against the effects of in-
flation for policyholders as well
as insurers.

"It would provide more satis-
factory alternative investment

outlets for insurers when the

yield on fixed-dollar investments
dips very low, as it did in the
late 1940's.

"It would help increase the

Bankruptcy
doesn't affect 66

Hoe pensions
NEW YORK-Despite Chapter

10 Bankruptcy Act proceedings,
which R. Hoe & Co. entered early
in July, the company is doing
business as usual, including the
administering of its pension plan.

"We've had quite a few calls
from present and retired em-
ployes," a spokesman at Hoe told
Business Insurance. "I don't think
people understand bankruotcy
proceedings very well. Bankrupt-
cy does not mean liquidation," he
added. "As far as our pension
plan is concerned everything
flows as usual and payments are
being made.

"WE HAVE four plans--some
non-contributory and some con-
tributory-and none of them have
been affected," according to an-
other Hoe source.

The company, a maker of print-
ing presses and lumber saws, is
currently attempting to draw up
a reorganization plan. A Federal
district court judge has said that
such a plan hinges largely on
whether Hoe is purchased by an-
other company.

Rose ioins
Towers firm

PHILADELPHIA-Robert Z.

Rose, an expert in the develop-
ment of mass merchandising of
personal, auto and homeowners
insurance, will now lend his pro-
fessional experience and know-
how on a fee basis to' property
liability insurance companies.

As a recently appointed vp of
the reinsurance brokerage and
management consultant firm of
Towers, Perrin, Forster & Cros-
by, Mr. Rose will head the newly
created insurance marketing de-
partment. Previously, he was vp
and marketing director for Con-
tinental National American.

The new department will, ac-
cording to Mr. Rose, "show com-
panies how to innovate," without
changing their present organiza-
tion. Towers, Perrin will offer a
broad range of consulting serv-

ices previously not available to
insurance companies in so inte-
grated a program.

By evaluating each company's
position, potential and innovation
opportunities, Mr. Rose expects his
division will help his clients plan
new products and modify dis-
tribution techniques of insurance
goods. .

supply of equity capital, thus
contributing to the growth of the
economy and enlarging the op-
tions of small-and medium-

sized, as well as larger, insurers."

PROFESSOR KIMBALL, dean
of law at Wisconsin University,
dealt in this way with solvency
problerns:

"The best way to provide some
specific statutory ,control over in-
dividual insurers whose financial

position is weaker than the nor-
mal is to establish an independ-
ent limit on common stock, and
other equity, investments that
relates those more volatile cate-

gories of assets to policyholders'
surplus, or else places an inde-
pendent requirement on surplus.
This -recognizes that a main func-
tion of policyholders surplus is

Straight talk from men who know the Atlantic Companies:

Atlantic has

kept its capacity:'
Mr.John S. Chi

"We consider Atlantic a total market. Yot- can go to
them with an entire line or a complete package, and
they have the facilities and capacity to handle it."

Mr. Childress represents 40 insurancecompanies.
He was on Atlantic's Agents Advisory Councl in 1966,
1967 and 1968.

"The Council is the finest thing that ever hap-
pened. Most Council representatives have been active
in association work also. They know everybody else's
problems in addition to your own."

So far, Atlantic has accepted 80% 6f the recom-
nendations which the Council has put forward. A
sound demonstration of the way Atlantic works with
its agents.

"Atlantic provides extremely fast claims service.
We recently had a major total loss. The check came
through promptly. The man in their local office knew
what he was doing."

to cover short-term fluctuations

of value of the portfolio of in-
vested assets."

Dean Kimball, who is staff
director of the Wisconsin Insur-

ance Laws Revision Committee,
praised many insurance groups
when he said: "Proposed changes
in investment regulations are
based on the assumption that most
insurance managements are both
able and willing to pursue a sound
investment policy, and that pres-
ent investment laws do more to
hinder than to help in achieving
that goal.

"Only for new or marginal in-
surers is there need to provide
the detailed rules that now char-

acterise investment regulation.
The overall effect of the propos-
als will be to give sound insurers
much more freedom." •

ACTUARIES

MILLER, MASON & DICKENSON, INC.
Consultants and Actuaries

PHILADELPHIA:
21 E. School House Lane

NEW YORK: 66 Park Avenue
215-849-3700 O, 212-689-8832

E. PAUL BARNHART, F.S.A.
Consulting Actuary

130 So. Bemiston Ave., Suite 400
St. Louis, Mo. 63105

Telephone: 314-727-8894

HUGGINS & COMFANY, INC.
Consulting Actuaries

1401 Walnut Street

Philadelphia, Pa. 19102
215-665-1401

Idress, Partner, Charles L. Crane Agency Co., St. Louis, Missouri

Atlantic's local office staffs are highly professional.
And Atlantic has developed its engineering services to
the point where they are a real plus for agents.

"Atlantic's attitude is that they would rather try to
find ways to underwrite than think up reasons for
turning you down."

This is part of Atlantic's lively interest in fresh
ideas, Atlantic's willingness to work closely with its
agents for the steady betterment of the business.
Atlantic's solid 127-year growth record was enhanced
last year by new highs inwritten premiums, assets
and policyholders surplus.

Continuing capacity and basic stability. If these
Atlantic attributes appeal to you, write to John S.
Childress, 630 Pierce Building, St. Louis, Missouri
63102. Or Mr. David A. Floreen, President, The Atlantic
Companies, 45 Wall Street, New York, N. Y. 10005.

The Atlantic Companies
ATLANTIC MUTUAL INSURANCE COMPANY
CENTENNIAL INSURANCE COMPANY

Home office: 45 Wal  Street, New York, N. Y. 10005
Multiple Line Companies Writing
Marine, Fire and Casualty Insurance



Mutual fund cover

to get initial workout
GENEVA-Long--.erm investors

in a mutual fund headquartered
here may now insure against the
ultimate value of their shares

falling below their total invest-
rnent.

The insurance is believed to be

the first of its kind offered en a

wide scale, and although it is
being offered initially to Europe-
an investors, the co-guarantcr is
a subsidiary of an American fi-
nancial holding company.

IOS Ltd., the manager of mu-
tual funds and other investments

here, said the insurance coverage
will soon be availatle at a cost of

3 % of the amount invested. It is

guaranteed by Guaranteed Capi-
tal Ltd., a British ccmpany ovmed

by IOS. Ancther British company,
Fidelity & Guaranty (Contir-en-
tal) Ld,, is 20-guaranfor.

THE LATTER IS a newly

fcrmed subsidiary cf Fidelity
Corp., a financial holding compa-
ny based in Richmond, Va., with
interests in banking, computer
sales and service, rrutual fund
management, insurance and real
estate development. Tie company
is said to control assets of more

tan S500 million and its net
worth exceeds $40 million.

Essen:ially, the new plan will
offer [OS clients the option of
purchasing a guaraniee that at
the conclusion of their systematic
or fully paid inves:ment pro-

grams, the value of their invest-
ments will be at least equal to the
cost of their investments. Includ-

ed are all acquisition charges and
the cost of ihe guarantee.

A source at Fidelity Corp. in
Richmond told Bustness Inatrance

that the new insurance plan will
probably be more aspealing to in-
dividual investors at the outset.

He did not rule out the possibility
of businesses becoming interested
in the concept in administering
their pension funds or mutual
fund payroll deduction plans.

"It is not our initial' intention to

make it available in this country,"
the source said. But he did not

rule out that possibility either. •

Name director
John P. Lautenbach has been

named director of the unemploy-
ment compensation department,
Connecticur state labor depart-
ment. Mr. Lautenbach had been

chief of benefits since 1967.

Reynolds sets new
funeral pay benefit

WINSTON-SALEM, N.C.-R. J.
Reynolds Tobacco Co. has updat-
ed both its hospital and surgical
service plan (Blue Cross-Blue
Shield] and its jury service plan,
and has introduced a new funeral

pay plan to compensate employes
for t-me lost due to family deaths.

Under the revised Blue Cross-

Blue Shield plan, daily room and
board allowance-payable for 180
days per confinement-may now
reach a maximum of $32 per day.
This is the largest single dollar
increase in the history of the plan.

Other hospital charges, includ-
ing covered services, drugs, dress-
ings and operating room expenses,
will continue to be paid at 100%.

The new surgical schedule pays

Managed by Jnited States Aviation Underwriters, Ine„ 110 William S·r·*st, New Yark, N. Y. 10038 /Head of Glenn Curtiss mode especially for USAIG by sculptor Jack G. Gregory

approximately 80% of surgical
charges-a 60% jump over the
previous 50 % payment-to an in-
creased maximum amount of

$1,000.
In its innovative funeral pay

plan, Reynolds will replace in-
come lost by an employe absent
because of the death in the fami-

ly. According to the new plan, the

company interprets the absence as
"excused," thus giving the em-

ploye compensation for the day
off.

When the death is one of a

parent, a spouse or a child, the
worker may receive up to three
days' benefits for absences. One

day's benefits may be paid for
excused time to attend funerals of

such family members as brothers
or sisters. The plan is designed so
that employes are not penalized
for such necessary absences.

Another benefit at Reynolds-
the jury service plan-has been
improved to provide full compen-
sation for time lost for jury duty.
Employes will now receive their
regular pay up to 7.5 hours a day,
without reduction by the amount
received for jury service.

Employes serving as witnesses
receive compensation only if ap-
pearance in court is at company
requests.

the jury service plans, no pay-
ment is made if the loss occurs

during a regularly scheduled paid
vacation or during a company-
paid holiday. •

Almost half

of retiring
men not 65

WASHINGTON-Nearly half of
the men who retired under Social

Security last year were under
65-a surprising number, the So-
cial Security Administration has
reported.

The option for men to retire at
62 with reduced benefits was mad€

available by the SSA in 1961, but
it was expected the number of
early retirements would taper off
once a backlog of men in the
62-64 age group who had not been
working took advantage of the
option.

However, the anticipated decline
has not occurred, the administra-
tion said, either because many
men apparently have sufficient
resources or because they have
difficulty finding full employment
in later years.

According to the SSA, early re-
tirement benefits average about
17 % lower than full Social Secu-

rity benefits at 65. Early retirees
are drawing a monthly benefit of
$95.50 as compared with $115 for
those who wait until 65 before

retiring.
The administration notes that

most early retirees have low life-
time earnings and sporadic em-

ployment records before retire-
ment, whereas almost all those
retiring at 65 were employed in
the year before retirement. •

Firefund buys land
Firefund Service Corp., San

Francisco, affiliated with Fire-
man's Fund American Insurance

Companies, subsidiary of Ameri-
can Express, has stepped into the
real estate development field. The
subsidiary has purchased a 15
acre site at Sacramento for con-

struction of a full financial serv-

ice complex to be called Universi-

ty Park Financial Center.



Giles on the law

Auto coverage for loss of use sticky
problem in N.J. theft-repair decision

narily be regarded as a disease.

:1: * *

By JOHN W. GILES

Attorney-at-law

WASHINGTON-When you in-
sure your car against "loss of use,"
don't you expect to be reimbursed
for the loss of use incurred when

your car is stolen and has to be
repaired?

We believe you should be reim-
bursed and we disagree heartily
with the recent decision of the

New Jersey court on this ·point.
The automobile of the insured

was stolen on June 18, and then
found two days later in a dam-
aged condition and removed to a
police garage. The insurer imme-

diately undertook to repair the
car under its comprehensive cov-
erage, and with the insured's

consent removed it to a repair
shop on the following day.

However, repairs were not

completed until July 22. The in-
sured's policy read to the effect

that if the automobile is stolen,
$10 per day, subject to a maxi-
mum of $300, for loss of use until
settlement for such theft is of-

fered by the company.

SUCH LOSS of use shall begin

48 hours after the theft is report-
ed to the company and the police.
The court says very simply, "We
find the loss of use was occa-

sioned by theft and not occa-
sioned by repair." The court add-
ed, "The purpose of this clause is
to require the insurer to settle a
stolen automobile claim promptly
at the risk of paying a penalty
for every day after 48 hours that
an offer of settlement of the theft

claim is not made."

Assuming that damages done
to an automobile during its theft
be held to conne under this

clause, it is undisputed that de-
fendant immediately undertook
to repair the car. This would
constitute an offer of full settle-

ment under that clause. The

plaintiff, moreover, accepted the
offer.

As the dissenting opinion says,
if the insurance company had in-

tended the limited coverage · it
now urges, it could have so pro-
vided by clear, qualifying lan-

guage to the effect that its "loss '
of use" liability would cease
upon recovery of a stolen car,
whether or not is was damaged
beyond use and time was re-
quired to restore its usability. '
The purchasing public is entitled
at least to that much frankness

and policy certainty.

Corporate insurance managers
may well examine their policies
to see if they are sufficiently
covered for loss of use of a stolen

car. This decision is a real warn-

ing to buyers. (N. J. Super. Ct.

App. Div. Nischin v. Nationwide
Mutual Ins. Co. 2/28/69).

*:

IF YOU TELL an insurance

company that you are in good
health, believing that you are,
when as a matter of fact you are
suffering from a fatal ailment, of
which you know nothing, does
that later defeat the policy?

There is much authority on the
subject, but a recent decision by
the U.S. court of appeals reviews
the decisions 350 Fed. 2nd 115,
Fi·anklin Life Insurance Co. v.
William J. Champion Co.

The answer seems to 'be this: A

representation as to good health
in an application for insurance is
not an affirmation of fact and

does not provide a basis for re-
cession of the policy in the ab-

sence of proof of actual fraud.

The applicant does not guarantee
the literal truth of the statement

nor do the parties condition their
contract upon the existence of
good health.

The representation is not part
of the contract; it is a statement
inducing the formation of the
contract as distinguished from an
affirmation of fact or a promise
incorporated in and material to
the contract.

What you are saying is that
you honestly believe that your
present health is not impaired by
any condition which would ordi-

IT HAS COST Fact magazine
and Mr. Ginzburg a pretty penny
to claim that Senator Goldwater

was psychologically unfit to be
President of the United States in

1964.

The damages are $1 compensa-

tory damages and punitive dam-
ages of $25,000 against Mr. Ginz-
burg and $50,000 against Fact
magazine, approved by the U.S.
court of appeals.

It was a malicious libel in the

eyes of the court. The malice was
established by Mr. Ginzburg's
failure to consult with experts or
check sources of statements. The

court says that punitive damages
here serve two legitimate pur-
poses: (1) The protection of the
libeled individual's reputation
and (2) the protection against
like abuse of all other persons

similarly situated. We heartily
agree. (CA. 2nd Goldwater v.
Ginzburg. 7/18/69.)

IF A PERSON is insured under

a group policy and he has never
been an employe of the policy-
holder and the insurer's agent
was aware of this when the poli-
cy was accepted, can the pur-
ported insured take advantage of
the uncontestability clause of the
group policy or the certificate of
participation which has been is-
sued?

The supreme court of New
Hampshire says "no" since it was

Ullf,4566 lialullinle, VULUUM L (, 1303/ 04

clear that the purported insured
had never been an employe of
the policyholder and hence was
never insured under the policy.

In the case only full-time em-
ployes were eligible for group in-
surance. The court cites with ap-
proval Fisher v. United States Life
Ins. Co. in City of New York, 249
Fed. 2nd 879. The company here
could not be charged with the

agent's acts and it would appear
that the plaintiff's only remedy
would be against the agent. ( see
Fisher v. Prudential Insurance Co.

218 At. 2nd 62.)

*

SINCE 1893, the law in New
York has required proof of negli-
gence in blasting cases unless the
blast was accompanied by physi-
cal invasion of the property, mean-
ing rocks or other materials being
thrown on the premises.

Continued on page 38

Your Full Coverage?
Let Protection Mutual Put it Together !

You'll benefit from these Protection Mutual advantagesl

*1_2> Protection for your plant Mutual's pre-engineered insurance
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But New York has now wisely
decided to join the overwhelming
maj ority of other jurisdictions in
holding that one who engages in
blasting must assume responsi-
bility, and be liable without
fault, for any inj ury he causes to
neighboring property.

This is. a progressive change in
the New York case law which
will probably be welcomed by
the insurance companies. ( Booth v.
Rome, Watertown & O.TB.R. 144
N.Y. 167, overruled. N.Y. Ct. of
Appeals. Spano v. Perini Corp.
6/5/69.)

***

ONE OF THE "sure tests" as to

whether a person is a licensee or
an invitee on premises is whether
the owner of the premises is in-

terested in the presence of the
visitor. (See Tenn. Sup. Ct. Has-
tings v. Smith 6/23/69.)

***

WHAT IS THE effect of a -ort

feasor's liability insurer becom-
ing insolvent?

In the case, an insured institut-
ed an action against his insurer
under the uninsured motorist

provisions ofhis policy. The tort
feasor's liability insurer became
insolvent after the occurrence of
the accident, and its receiver al-
lowed only a small portion of the
judgment that the plaintiff had
recovered against the tort feasor.

The uninsured motorist clause
in the plaintiff's policy defined
an "uninsured automobile" as in-
cluding one with respect to
which there was a bodily injury
liability bond or policy applicable
at the time of the accident. The

company writing this coverage

denied coverage under the policy.
On appeal, the supreme court

of Nebraska held that since the

statute requiring uninsured mo-
torist coverage did nit define the
term ''uninsured motorist," the
terms of the policy in such re-
spect were controlling and the
insolvency of the tort feasor's in-
surer occurring subsequent to the
accident, with a consequent re-
fusal or inability of the insurer to
defend or pay the judgment or
clairri for which the tort feasor
was liable, constituted a denial of
coverage within the meaning of
the uninsured motorist provision
in the plaintiff's policy. (Stephens
v. Allied Mutual Ins. Co. 156 N. W.
2nd 133).

*

IF YOU DRIVE a car in an

emergency without the owner's
permission, does that defeat cov-
erage under the pOli 2y? There is

Who created jnsurance for
the first Air Cushion Vehicles?

-

BOIT, DALTON & CHURCH

There was no insurance available for Air Cush-

ion Vehicles (ACV's} when Textron's Bell Aero-
systems Company introduced its first "skimmer"
domestically. The challenge was assigned to our
Research Department ... who quickly drafted
the insurance contract and found the market.

That's insurance in action !

BOIT, E
>DALTONE

& CHURCH E
INSURANCE SINCE 1865

89 Broad Street. Boston
Massachusetts 02110

TELEPHONE 617-482-3100

scant authority on this question
but the circuit court of appeals in
Missouri has reviewed the author-

ities and decided in the situation
before it that the insurance com-
pany was absolved.

The named insured purchased
the automobile primarily for the
benefit of his son, who was 18
years old. Both father and -son
contri outed to the purchase price,
but the father took title in his
name. When the son was inducted

into the Army, he married and
took up residence in an apart-
ment. He reimbursed his father
for his contribution toward the

purchase.
The father directed the son to

allow no other person to drive the
car prior to his son's induction
and marriage. Subsequent to his
marriage, the son was instructed
by his father not to permit his
wife, who did not have a driver's
license, to drive the automobile
except in case of an emergency.
The son gave his wife permission
to drive the automobile on a few

occasions, but at no time did he
grant any other person permission
to use the automobile.

The wife left a party without
the knowledge or consent of her
husband and drove the car to take

one of the guests to work and pick
up another person. While driving
the car, the car hit an icy spot and
the wife became frightened and
hysterical. One of the guests as-

sumed operation of the automobile
and thdy bontinued to drive in the
surrounding country. A group
from the party, iearching for the
wife when she failed to return,
followed the automobile into a

country school yard. The wife was
thefi placed in the other automobile
and a friend of the son's from the

party began driving the car which
the wife had driven from the par-
ty. While attempting to pass the
other automobile, he lost control
and had a serious accident which
caused his death.

In reviewing the prior decisions
on - the subject, the court cited
Coons v. Massachusetts Bonding &
Ins. Co. 207 N.Y.S. 2nd 819,
aff'd 9 N.Y. 2nd 994, in which the
named insured stopped his car in
a busy street, got out and began
walking away. His brother, a
companion in the car, moved the
car although he had no license to
drive. An accident ensued and im-

plied permission for the brother to
drive was found from the conduct

of the owner leaving the vehicle

in a busy street. However, the
court of appeals refused to follow
this case and decided that there

was, under these facts, no implied
permission by reason of an emer-
gency which would bring the
driver of this car within the cov-

erage of the omnibus clause of the
policy. (C. A. 8-Whetchel v. Som-
mer 7/10/69.) •

Florida court rules insurer
can be named co-defendant

TALLAHASSEE, Fla.-A long
series of precedents was recently
shattered by Florida's supreme
court when, by a 5 to 2 margin, it
ruled that insurance companies
can be named as co-defendants in

auto accident damage suits.
The court changed its position,

established over many years, that
the fact that a inotorist was

covered by insurance should nev-
er be mentioned before a jury.

In writing the majority opinion,
Chief Justice Richard Ervin said
there is considerable evidence to

the effect that the size of jury
verdiets is not swayed by knowl-
edge that damages should be paid
by an affluent insurance company
rather than the defendant.

The surprise decision came in

an auto accident damage suit filed
by Elizabeth R. Bussey of Talla-
hassee against Frances Ruth Ben-
nett Shingleton of Tallahassee
and the Nationwide Mutural In-
surance Co. of Ohio. •

CNA buys nuclear
leasing company

CNA Financial Corp., Chicago,
has disclosed that it is entering the
atomic core leasing field through
acquisition of a majority interest
in Nuclear F,nergy Leasing Inc., a
Boston-based company, for an un-
disclosed amount of cash. Insur-

ance, however, is not« expected to

be part of the package. Core ele-
ments will have to be insured

through present nuclear pools.

WHO'S AFRAID
of the off-beat risk?

No matler how odd, no matter how big! Foreign and Domestic markets.

THE SPECIAL RISKS DEPARTMENT OF

SOUTHEIN MARINE & AVIATION
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TORONTO-The Ontario Work-
men's Compensation Act, written
in 1915, is by now a rather ragged
and worn document. However, it
is still functioning purposefully in
this Canadian province and, more
importantly, saving employers
money. Consider:

Last year Ontario industry
paid $3 million less for accident
coverage than in 1967. The work
force at the same time was up
100,000.

Essentially the Ontario work-
men's connp act differs fronn

those in most other countries, in-
cluding the U.S., in that it is
administered totally by an inde-
pendent commission. No private
insurance carriers are used.

Ontario industry saved $3 million
in '68 on workmen's comp coverage

ADMINISTERING THE ACT

in a province that has a labor
force of almost three million is no
small job. It is a $130 rnillion a
year business with 1,400 em-
ployes, including a three-man
board and eight principal officers
who are equivalent to vps in in-
dustry.

According to a report pub-
lished here recently, the system's
techniques are saving Ontario in-
dustry big money and setting
standards in post-accident care.

No small factor in these sav-

ings, of course, is a no fault sys-
tem which eliminates all appeals
to Canadian courts and thus

heavy legal costs and lengthy ne-
gotiations. During this period an-
other immeasurable saving is
brought into play. That, accord-
ing to the report, is the rehabili-
tation of claimants. With other
systems rehabilitation is often for-
gotten or slowed down because of
the belief that better settlements
may result from lingering handi-
caps.

IN ONTARIO, even negligent
workers get free medical aid and
compensation for injuries that
impair working ability. Out of
379,228 claims submitted last
year, only 3 % were turned down
and they were mostly because
the disability was not a direct
result of working on the job.

Since its implementation in
1915-it was drawn up by Sir
William Meredith, a former chief
justice, after four years of study
and research-the Ontario work-
men's comp act has gone through
numerous amendments. Most of

them raised payments to workers
or dependents or widened cover-
age in specific areas. The last
group to be included under the
act was Ontario farm workers,
who were taken in in 1966.

Under the act employers are
required to register with the
workmen's comp board, which
assesses a yearly fee. Fees range
from 15¢ per $100 of payroll for
school board employers up to a
salary level of $7,000, to $14 per
$100 for those in more hazardous
occupations, such as tunnel
workers.

SOME LARGER employers,
such as government agencies and
railroads, insure themselves in-
stead of paying assessments. The
claims of their workmen, how-
ever, are adjudicated by the
workmen's compensation board.
No appeal is permitted to the
Canadian courts, but the board
has three separate levels of re-
view and permits, at one stage,
the appearance of lawyers, doc-
tors, even mothers-in-law, noted
one official.

The workmen's compensation
commission attributes some of its
success to the fact that it has

taken a strong grip on employers

in matters dealing with plant
safety.

The commission, the report
goes on, dotes on the fact that
many an employer has seen acci-
dent rates drop as much as 50%
after instituting the commission's
safety procedures. Aside from
humanitarian satisfaction, the

commission notes, this brings
considerable financial benefits to
employers, noting a recent study
by a management consultant

firm showed that a 20% drop in
accidents in the construction in-
dustry would double profits.

THE COMMISSION is also

proud of its medical aid and re-
habilitation programs. There is

no limit set on an individual
claimant and totals have in fact
gone over $250,000. Pensions are
paid for life and their amounts
can be increased if a person's
condition deteriorates.

Assistance for injured workers,
the report states, breaks down
into three areas. First is financial
aid during recuperation and, if
retraining is required, a rehabili-
tation allowance. That is fol-
lowed by medical aid and physi-
cal restoration assistance which,
for part of the time, is concurrent
with the third phase, vocational
rehabilitation.

According to W. B. Kerr, who
is in charge of rehabilitation
services, few other workmen's

comp plans have such overlap-
ping schernes that result in

getting claimants back into the
labor force in less time. For ex-
ample, he noted, out of 2,184
workers who had vocational re-
habilitation services last year,
75 % are now working again.

MOREOVER, if a worker is
unable to return to his old job,
the board retrains him at least to
his previous level of skill. And
persons often go beyond that lev-
el. One former unskilled laborer,
he cited, is now a helicopter pi-
lot. He had lost both legs.

The commission runs a reha-
bilitation center at Downsview
near here. The center has a 530-
bed hospital where some 5,000
cases are handled annually. Gen-
erally, the center handles only
the more difficult and serious
cases. Others go to regular On-
tario hospitals where approxi-
mately $15 million is paid annu-

X

ally for care and treatment.
Patients outside the Downs-

view center may choose their
own doctor. However, treatment
is supervised by the board's full-
time staff of 45. That, according
to Dr. A. B. Powell, in charge of
medical services for the board,
"is one reason we are so effec-
tive."

A GOOD PROGRAM of safety
education continues to be the
board's prime emphasis, note those
close to the organization. This year
nearly $4 million or more than 3 %
of the commission's entire budget
will be spent on safety education.

"We've yet to find an organiza-
tion anywhere that spends more
on occupational safety education
than we do in Ontario," safety
director J. W. P. Draper said-
including the National Safety
Council in the U.S.

The board employs nine safety
Continued on page 42

Wiped Out?
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prepared for such an occurrence?
Arkwright-Boston specializes in loss
prevention of industrial property. We
know that accidents can be costly so
we do our best to help you prevent

Oftices in major cities throughout the United States and Canada.
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business-protection against the un-
foreseen pitfalls of unexpected fire,
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man today.
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letters
Continued from page 22

agers if only they insist that the
insurance industry immediately '
begin" furnishing the cost; facts.on.
which a coordinated progrann

could be built.
Guyon Saunders

President, Computer Claims Con-
trol, Amarillo, Tex.

Strike cover
To the Editor: In an effort to

seek out the market for strike
insurance, we followed up your ar-
ticle of Sept. 1., "Arch, Lloyd's
offer strike coverage."

We have received a communica-
tion directly from Lloydrs of Lon-
don, indicating that the Arch In-
surance Co. does not appear to
exist, and certainly has nothing to

do with Lloyd's of London.
We understand that approach-

es have been made by Associated
General Contractors through a
firm of Lloyd's Brokers on two
occasions in the past, but nothing
ever came of the discussions. The
article in your insurance maga-
zine mentioned a "Bermuda-
based Lloyd's of London syndi-
cate." We feel sure you realize
that there is only one Lloyd's and
that is in London.' We understand
that some other insurance maga-
zine stated that the Arch Insur-

ance Co. was- owned by the Gib-
bon Syndicate at Lloyd's, but
here again there is no Gibbon
Syndicate in London, apart from
an insurance company group out-
side of Lloyd's that also denies
any connection with Arch.

We understand that the com-

mittee of Lloyd's is very annoyed
that its narne has been dragged
into this thing, and somebody has
even visited Bermuda and in-

spected all the names listed in

Automatic Fire Alarm Company
has changed its name to

AFA PROTECTIVE

SYSTEMS, INC.

Since 1873

Over the years we at AFA - the leader in building protection - have
added more and more building protection services until we finally had
to change our name to reflect our modern capacity.

Expanding rapidly we now provide automatic electronic detection
alarm systerris to organizations throughout most of metropolitan New
York, New Jersey, Philadelphia and Boston.

Services available include supervised connections to our central
stations, police headquarters or fire departments and a typical installa-
tion may include:

 Burglar alarm systems and service

 Holdup alarm systems and service
 Manual fire alarm systems and

service

 Automatic fire detection and
alarm systems and service

 Sprinkler supervisory and
waterflow alarm systems and
service

 Smoke detection alarm systems
and service

 Industrial process supervisory
systems and service

f
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AFA PROTECTIVE SYSTEMS, INC. BR 9-5000

EXECUTIVE OFFICE: 120 W. 42 St. New York, N.Y. 10036

the official company register and on the revoked-card list of one

verified that there is no mention of the highly selective travel-and-
of the Arch Insurance Co. entertainment cards ( America n

This letter is written with the Express). This, we believe, testi-

hope that you will investigate fies to the extremely effective
further this situation and thereby security program now in effect
provide your readers with more throughout our system.
information about such an elu- We believe an appropriate
sive coverage as strike insurance-· treatment should be given to the
and its availability in general. facts on this matter, since it will

Terrence P. Daly be of great interest to many of
John H. Crowther Inc., Minne- your· readers who have an inter-

apolis, Minn. est in insurance on credit ac-
counts.

Editor's note. The Oct. 13 issue Robert M. Martindale
of Business Insurance al'ticle, President, Midwest Bank Card
"AGC's construction strike pool System, Chicago, Ill.
administered by Ber,nuda insurer,"
explains that the strike insurance Editor'a note: The source of the

plan is being handled,by a Ber- 400,000 figure was · a top officer
muda-based company and that the at one · of the original membeT
insurer has no connection with banks of the Midwest Bank Card
Llovd's. Arch Insurance .Co. Ltd. System who was insiTumental in
administers the activities of the setting lip the- massive security
pool, A spokesman for Associated program MT. Martindale mentions.
General Contractors said the con- Because the Midwest Bank Card

cept is a "pooling of funds idea System is the clearinghouse for such
wherebv Teimbursements aTe made information, a reporter for Business
to contractors according to need." Insurance contacted the Midwest

Bank Cal·d System to confirm his
figures and was told that all suchBum credit cards details-including total loss, max-

To the Editor: We read with imum fraud by a single credit card,
natural interest your story in the number of retail outlets involved
Sept. 1 issue headed: "New fraud in the swindle, etc.-were not
coverage on bank cards doesn't available for public consumption.
cover early holders' thefts."

Since the situation chat oc-

curred in late 1966 and early Fidelity cover
1967 has made a lasting impres- To the Editor: In a recent issue
mon on everyone who was in- I ran across an article by War-
volved, the facts are thoroughly ren, McVeigh & Associates. My
established and remembered. interest lies in fidelity coverage

The highest nurnter of cards that can be arranged in amounts
listed on the MBC-Midwest Bank up to $10,000 through the Federal
Card-revoked-card list at any Manpower Retraining Act.
one time was 18,900-a total far From my understanding of your
too high, but a long, long way article, policies can be written
from the 400,000 figure used in through a private company, name-
your story. ly United Bonding Co. of Wash-

Where did your erroneous fig ington, D. C.

ure of 400,000 come from? Our interest, of course, is one
The 8,000 cards on our current

lists, incidentally, compare most
favorably with about 36,000 names

Hospital

employes get

King holiday
NEW YORK-Employes at 23

private hospitals here have won
a new three-year ccntract which
will give them their first medical-
surgical plan, two additional holi-
days and a minimum wage of $125
weekly. The settlement came after
a six-hour strike at seven of the

hospitals.

One of the issues won by the
employes was a paid holiday Jan.
15, the birthday anniversary of
the late Rev. Martin Luther ·

King. Workers will also get one
additional paid day off of their
choice yearly.

The new pact covers 4,500
nurses' aides, order lies, porters
and kitchen workers. Besides

raises totaling $42 a week, due
by Dec. 1, 1971, members of
Service Employes Local 144 will
get their first family medical-
surgical insurance plan, and up
to 15 days' paid sick leave with
the unused portion to be paid
shortly before Christmas or New
Year's Day.

The same benefit pattern will
be applied to Local 144 members
at other New York City hospitals.

A union officer commented:

"We did marvelously well . .
only 10 years ago these sanne
workers were being paid only
about 5110 a month.'

The contract provides a $15
weekly raise retroactive to Sept.
1; an additional $4 on Dec. 1,
followed by $10 next Sept. 1 and
$13 on Dec. 1, 1971. It replaces
the previous weekly minimum
wage of $83 for 35 hours' work. m

of rehabilitation for people who
might have possibly had a Mot
on their records and, accordingly,
this stigma would possibly offset
our fidelity coverage.

It would be appreciated if you
would furnish to us the address

of the United Bonding Co. of
Washington, D. C., so we may
direct our inquiry to them as to
particulars of this program.

R. K. Rudicil

Assistant Treasurer, The Berk-
line Corp., Morristown, Tenn.
Editor's note: The company's ad-

dress is 1121-15 St., N.W., Wash-
ington, D. C. 20005.

IF A NATIONAL

WORKMEN'S

COMPENSATION

PROGRAM

WORKS SO WELL

ELSEWHERE, WHAT'S
SO SPECIAL ABOUT

TEXAS?

We'll appreciate the appor-
tunity to tell you why it may
make good sense to treat
Texas as a special case
when placing workmen's
compensation for your com-
pany. It could make a big
difference for both of us.

Texas ErnPLoveRS,
insuRance AssociaTIon

P. 0. Box 2759 Dallas, Texas 75221
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Jackson asks that marine insurers

collect, use loss prevention data
LONDON-Leading American

underwriter Harold Jackson, of

New York, asked delegates to the
International Union of Marine

Insurance conference: "What hap-
pens to all the information which
is gathered together by those at-
tending our meetings? How much
dissemination is there? How much

follow-through?
"There are occasions when fol-

low-up requests have to be made
on matters agreed by our confer-
ences, and complete ignorance is
offered as an excuse for non-

compliance," Mr. Jackson said.
"In committee the same ques-

tion is frequently asked over
again, after the matter had been

fully discussed the previous year."

PLEADED Mr. Jackson, chair-
rnan of the IUMI cargo loss pre-
vention committee: "What does

happen to the information?"

He gave an exhaustive report
on many aspects of his commit-
tee's work, and urged delegates
from other countries to keep him
informed of all loss-prevention
information that reached them

frorn any source.
"There is an increasing de-

mand for the exchange of such
information," he said.

***

BIG "BOOMING" bangs from
commercial supersonic aircraft
are likely to create insurance
hazards until the danger is fully
probed. The problem may not
become acute world-wide for a

long time yet, but British insur-
ers are now facing up to it.

This is because the Anglo-
French Concorde has just cracked
the sound barrier for the first time,
with repercussions that will affect
U. S. insurance carriers once fast-

er-than-sound aircraft really get
going commercially.

Insurance underwriters are al-

ready reviewing their policies so
as to leave the present jet-age
behind.

Many policies for liability are
still written in terms that are

old-fashioned, with risk coverage
written into them that could be

unnecessarily out of date.

SO IN BRITAIN, at least, talks
are actively in progress with gov-
ernment departments to test the
effect of supersonic bangs on
ground buildings and other prop-
erty.

These will be carried out by
aviation experts with special
knowledge of the subject. The
government has agreed that in
the course of these tests public
funds will be available to com-

pensate anyone for damage to
their property.

Many business firms currently
are covered against supersonic
damage under their normal com-

mercial liability policies, but in-
surers are starting to think that
this should become a government
responsibility and will start to
"write out" such coverage from
their policies.

***

Pilots in Britain are threaten-

ing to call world-wide for a 24-
hour strike in protest against hi-
jackings unless more nations
support the Tokyo Convention
drafted in 1963 to deal with ille-

gal seizure of aircraft.

TO SUGGESTIONS that air-

lines will oppose their idea, C. C.
Jackson, executive secretary of
the International Federation of

Air Line Pilots, retorted in Lon-
don: "We would much prefer to
see the problem dealt with at
international level through the
United Nations. But hijackings,
which in 1966 were one a year,
are now at an average rate of
about two a week. A greater
sense of urgency has to be inject-
ed into the situation, for the To-

kyo Convention has still been ra-

tified only by about 13 countries,
and therefore over a hundred
countries are indifferent to it.

Orthodox measures have failed

to produce anything more effec-
tive than pious words. We may
be obliged to go ahead with our
demonstration as a result."

***

LLOYD'S OF London is plan-
ning to market a new type of

theft insurance that will cover

losses from fraud and false pre-
tenses, as well as petty robbery.
This is because recent changes in
British criminal law have linked

swindling with burglary as being
common theft in any case.

***

TRADITIONAL perils in ma-
rine and aviation insurance are

now being supplemented by the
"new and untried hazards" of su-

per tankers, jumbo jets, oil pol-
lution, and political sabotage, H. K.
Goschen, chairman of London-
based Mercantile and General Re-

insurance Company, says in his
annual report. He gives the warn-
ing that they all represent poten-
tial losses of catastrophic propor-
tions.

***

AVIATION prospects are re-
viewed by P. J. Bradford, chair-
man of Britain's Minster Insur-

ance Company, in his annual re-
port to stockholders. He states:
"Although substantial efforts have
been made during the past year to
improve hull rates, there are still
many areas where more positive
remedial action could be taken, as
well as rectifying several bad prac-
tices that have grown over recent
years, such as 'agreed values' on
outdated equipment.

"It is now especially necessary
for the hull account to be on a

profitable basis with adequate
reserves to enable the market to

cover jumbo jets.

"Much has been heard recently
of late payment of premiums to
underwriters, and this is a short-
coming to which both brokers
and insured must address them-
selves.

"Greater attention will have to

be paid to loss prevention be-
cause of heavy claims in the car-
go section, especially over items
that can be classified as valu-
ables."

Your Employee Benefits Program
Can Be Money Down the Drain
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...unless your employees know about it
You have too large a stake in your employee benefits program... and so do your

personnel...to endanger its value through poor communications.

It's no longer enough to provide the benefits. Employees must be told about them. And the language has to be
simple-specific-and individually related to each person receiving the information.

Halltech Reports fill that need.

Clear, concise, computer-based reports... individually drawn for each employee...
Halltech Reports telI each of them exactly where he stands on a dollar-and-cents level in your program.

They help to realize the return you deserve on your employee benefits investment.
May we show you how they work?

Write for samples and HALLTECH ASSOCIATES
descriptive literature.

A Joint Venture Of Frank B. Hall & Co. and EDP Technology, Inc.
67 WALL STREET NEW YORK, N.Y. 10005 (212) 944-3300

Available through the Frank B. Hall & Co. offices in: Chicago, San Francisco, Los Angeles, Seattle, Honolulu



BART wins another safety award
SAN FRANCISCO-'Trans-Bay

Cons:ructors, builders of 'he trans-
bay tube for :ie Bay Area Rapid
Transit Distries, has been honored
here for ccmpiling the best cn the
job safety record of any major
BART construction project.

A special safety citation was
presented -.0 L. G. Waigand, proj-
ect manager for Trans-Bay Con-
struc:ors, by the two companies
that write workmen's ccmpensa-
tion insurance for BART cor_trac-
tors.

Th- two tms are Fireman's
Fund American Insurance Com-

panies here and Argonaut Insur-
ance Co., Menlo Park.

THE 3.6 m.Ie San Francisco to

Oakland tube has been completed
and now rests in a trench on the

Bay floor at : maximum depth of

120 feet below water level. It fol-

Lows the same route as the ferries

that once served the :wo chies.

The citation was presented to
Mr. Waigand by Lcuis W. Nigge-

man. preaident of Firemant Fund,
and J. P. Taheny, chairman of
Argc,naut

"It is only right," Mr. Niggeman
declared, "that the people who
bLilt the world's longest under-
water transit tube, under the
largest single contract awarded by
BART, and who completed the
'00 with the finest safety record,
should also receive the largest
safety award pla:que ever pre-
sented b> an insurance company."

Trans-Bay Cor.sructors built
the tube under a $90 million

BART contract. t. is a joint ven-
ture of Feter Kie-wit Sons. Tide-

water Co-istruction, Raymond In-

ternational and Healy-Hibbetts
Construction.

NEARLY TWO million man

hours went into building the un-
der water tube, from the time
work started early in 1966 to
completion.

Constructed of 57 twin bore

sections fabricated on land and

lowered into place, the tube con-
nects with surface, aerial and
subway lines serving San Francis-
co and East Bay communities.

High speed rail service through
the tube is scheduled to start in

1972.

BART contractors have been

cited many times for their excep-
tional safety records.

The Lost time injury rate of
26.26 per million man hours is
below average for the heavy con-
struction industry. •
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Employee benefit programs have to be viewed as comfetitive tools. When they're sharp and fresi,

they gi·,e yoJ an edD. Make you fiercer competitors for key people. Our Group Long Term Disability is a
cEse in point. One of the mos- ccrrprfhensi"e, most versat le around. Fill out the coupon and find out about it. We do well

:ga nitcur conpetition. C )LId you use some help aiainst yours?

Please.»e that I re=elve details on Group Long Term Disability, plus 
The Fl,irg loud a handsome 19 x 24 color print, very suitable I
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General Dynamics has
cover for no-bra day

UPLAND, Cal.-General Dynamics probably has insurance to
cover the trouble that resulted from a "no-bra Friday" at one of
the company's plants here.

The trouble started when Mrs. Jane Andre, 39, an $18,000-a-
year engineer, filed a $1.25 million slander suit against General
Dynamics after she was fired for allegedly suggesting to other
female employes that they go braless one Friday last month.

Mrs. Andre alleges in the suit that the company and three

officials gave out newspaper interviews about her supposed
advocacy of a braless day for women at the plant.

THE COMPLAINT implies she did not absolutely say that the
statements attributed to her were accurate.

Sources said that the notice of the suit had not yet been re-
ceived, but added that "it is common" for most big companies
to gain protection against libel, slander, malpractice and false
arrest through a manuscript form of the comprehensive general
liability policy.

Mrs. Andre told reporters after filing the suit that the braless
Friday was "discussed at a coffeebreak as a lark."

She said she thought it was a "practical idea. I didn't intend to
be a crusader-it was just a little humorous thing."

After the coffeebreak discussion, female members of the
International Assn. of Machinists heard about the braless idea

and told the union stewardess to pass the word, Mrs. Andre con-
tended.

Late that afternoon, she said, her supervisor called her in and
told her, "Your no-bra idea has gotten you terminated."

Mrs. Andre (38-29-42) also said, "I haven't worn a bra during
my nonworking hours for the past 20 years." •

Ontario...
Continued from page 39
associations that have staffs to-

taling 225 who provide research
and recommendations.

ALSO CONTRIBUTING to the

Ontario success story, the report
noted, was a system of rewards
for large companies instituted in
1953 which provides for rebates
on assessments for companies

with meritorious performance.
In addition, the board in 1964

also instituted penalty assess-
ments for companies with con-
sistently higher than their indus-
try accident records.

Last year, of 134,000 firms re-
porting to the board, 1,100 got
penalty assessments. However,
277 of these were canceled on

appeal. Of the remainder, 282

were on the carpet for the second
time, 22 for a third and seven
were four-time offenders. "This

penalty program," Mr. Draper
commented, "is the most signifi-
cant single advance in safety in
the last 10 years." •

Air cargo losses way up
Air cargo losses in the first sev-

en months of the year outstripped
all of 1968, according to a survey
by the American Institute of Ma-
rine Underwriters. The study
showed claims totaled $3.3 million
for the first seven months, com-
pared to $3.1 million for all of last
year. The survey, which included
claims of $1,000 and more, showed
627 claims, the largest of which
was an $83,000 camera shipment.
Kennedy Airport in New York ac-
counted for 45% of all claims re-

ported.
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managers?

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

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

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

t- 8 DORPORATE POLIOYHOUIERS IJOUNSILINC.

.



Recall...
Continued from page 1
cyclamate and human cancer. The
government's decision to remove
the artificial sweetener from the
assurned safe list of food sub-

stances was predicated on tests
with animals.

Abbott's stock, which dipped
slightly the day after the an-
nounced ban on cyclamate, is
"back in the ball park," the Ab-
bott spokesman said. Overall, the
drug company is expected to lose
$16 million a year in sales be-
cause of the government action,
about 4% of forecasted annual
sales for 1969 and 3 % of forecast-

Big Lew...
Continued jron page 1
no specifics given except that the
policy would have to have a
half-million limit and cover a
five-year span on an athlete.
Those carriers showing extraor-
dinary interest were given full
details. Finally, the list was nar-
rowed down to the sole survivor,
American Home Assurance Co.,
which, according to sources, re-
fused to insure the first year of
the contract without making the
premium prohibitive.

Canadian-American Brokerage
advised the Bucks to self-insure
the first year, and a four-year
risk was then agreed upon with
the carrier. The ternns were as
follows: Should Alcindor fail to
appear for any game (after the
excluded period) due to normal
health reasons, the Bucks would
be indemnified for about $2,000
per game missed. With 82 sched-
uled gannes each season, the

four-year indemnity could-come
to more than $600,000.

The largest coverage ever

written for a player before Mr.
Alcindor's gigantic policy was a
non-appearance policy on Wilt
Chamberlain, paying $300 or $400
per game missed. In both cases,
normal sickness and accident ex-

clusions apply. •

Pension bm ...
Continued from page 1
victed of certain crimes from ad-

ministering retirement plans for
five years.

Also, it would require adminis-
trators to file more detailed infor-
mation with the Federal govern-
ment, including data about a
plan's actuarial bases, and broad-
en the investigatory and enforce-
ment powers of the labor secre-
tary in the retirement plan area.

Chances for passage of the bill
are considered quite good. Tight-
ening up of the disclosure act has
for some time been considered in-
evitable by pension lobbyist-the
fight is over how tight to make it.

Because the Administration bill
deals only with the disclosure act,
it does not get involved with
vesting, funding, reinsurance and
portability-the really controver-
sial subjects as far as pension
legislation is concerned.

The Administration said during
hearings on the tax reform bill
that it is studying the entire area
of qualified and unqualified pri-
vate pension plans, but most ob-
servers doubt that the study will
touch on any of these areas. •

Fire damage revised
Latest damage reports on the

big Escombres Oil Refinery fire
in Cartagena, Spain, Oct. 1 were
pegged at $11.4 million, down
from the $22 million in damages
originally reported. An investiga-
tion is under way to determine
the cause of the fire. Insurance
coverage for the Spanish refinery
was written outside the U.S.

ed earnings for this year.

WILLIAM H. Quay, insurance
manager at Coca-Cola Co., said
his firm didn't have products re-
call insurance for its low calorie
soft drink product Tab. Mr. Quay
told Business Insurance he didn't
think such coverage was needed
by a soft drink concern.

Since Coca-Cola products are
distributed on a local basis by
franchised bottlers "and not spread
out all across the country," Mr.
Quay explained, it would be rela-
tively inexpensive to track down
specific products and withdraw
them from the market.

He commented that perhaps
food companies, which market
goods that "get into the flow of
products all across the country,"
might find it "pretty damn hard"
to locate questionable merchan-
dise.

W. D. Morgan, treasurer of
Royal Crown Cola, Columbus,

Ga., said his firm also didn't have
products recall coverage, although
he added half jokingly that "in
light of this we might consider it."
Actually, he explained, products
recall insurance wouldn't cover
Royal Crown from pulling its
big-selling Diet Rite cola of! the
shelves but would "only cover us
to the extent that we sold to our
franchised bottlers."

THE PILLSBURY Co., which is
also without recall coverage, plans
to allow what's left of its cycla-
mate product, Sweet 10, on the
shelves to be sold. Mechanics of
who will bear the cost in case
there are any cyclamate products
left on the shelves at the deadline
will be decided at that time. •

Smith named head
Allen J. Smith, Jr., has been

named director of group term
sales, New England Mutual Life
Insurance Co., Boston.

IrE'RE
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Jumbo jets... Mr. Smith was accompanied on
his eight-day tour of London by
representatives of Rollins Bur-

Continued from page 1 dick Hunter Co., United's local
Mr. Smith conceded that there broker, and Stewart Smith, its

may be some suppliers who must London broker. Nevertheless, Mr.
decide whether to provide jumbo Smith visited with London bro-
jet components and hedge their kers to discuss services they
potential liability with insurance might perform for United Air
or get out of the aviation busi- Lines.

ness altogether. Such decisions, "Why can't I go directly to a
he said, must be made in the London broker?" the airline in-
light of the propensity of the surance director asked. "Many
public to "sue everybody" in the American buyers are asking that
event of a mishap. question and a growing number

"My trip to London," Mr. will go to London brokers who
Smith continued, "was made not will accept their orders. I don't
to negotiate our coverages, which see that I need an American bro-
do not lapse until next spring, ker to talk to a London broker,
but rather to get the feel of the who is basically a wholsaler."
climate among London under- Mr. Smith said he was sur-
writers and brokers. It was a prised to see that though Lloyd's
time for visiting and philosophizi has a modern building and has
ing, a time to get to know each made some concessions to the
other and each other's problems computer age, underwriters still
without having to bargain about sit on "those damned little box-
policy terms." es."

& ortieth anniversaries are some-

thing to shout about when you have

nothing else to say. That's why we
belittle ours. We've been insuring

planes since the beginning of com-
mercial aviation and we've learned

how to deliver extra values at com-

petitive prices. Some of the values
stem from our pioneer spirit which
we have never lost - others from

our extensive underwriting knowl-

edge. Equally important are the

service improvements made as a
result of operating experience.
With this background, we know

you won't find an aviation under-
writer with more know-how to

take care of your clients. That's

why we "so what" our birthday -
we're more interested in the 40

years ahead and helping you with
your aviation problems.

ASSOCIAT
AVIATION

UNDERWRITERS
90 JOHN STREET, NEW YORK, N.Y. 10038
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sales offices

New York: 630 Third Ave. • 10017
Phone: (212) 986-5050

/ Chicago: 740 Rush St. • 60611
Phone: (312) 337-5200

Los Angeles: 6404 Wilshire Blvd. • 90048
Phone: (213) 651-3710



Two years ago, Business Insurance was just
an idea, now this issue marks Bl's Second
Anniversary.

Thanks to the progressive marketing-minded
companies listed here-major insurance car-
riers, brokers, appraisers, consultants, safety/
security and financial services, etc.-Business
Insurance has grown vigorously, providing the
only direct line of communications every-other-
Monday to more than 35,000 of the nation's top
risk-management executives and buying influ-
ences protecting the leading 12,800 United

 1969 will show a gain of almost 50% in Bl ad-
States corporations.

vertising pages over our first year, 1968; and
early 1970 ad orders indicate another skyrocket-
ing increase over 1969!

Business Insurance is producing results for its
advertisers, regardless of their size and adver-
tising budgets.

ADT

ADAMS & PORTER

AETNA LIFE & CASUALTY
AFCO

AFIA

AIRCO

ALEXANDER & ALEXANDER, INC.
ALLSTATE INSURANCE COMPANY
AMERICAN APPRAISAL COMPANY
AMERICAN CREDIT INDEMNITY COMPANY
AMERICAN GENERAL COMPANIES
AMERICAN HOME ASSURANCE COMPANY
AMERICAN INTERNATIONAL LIFE ASSURANCE COMPANY
AMERICAN INTERNATIONAL UNDERWRITERS CORPORATION
AMERICAN MUTUAL INSURANCE COMPANIES
ANSUL COMPANY

ARGONAUT INSURANCE COMPANY
ARKWRIGHT-BOSTON INSURANCE
ASSOCIATED AVIATION UNDERWRITERS
ASSURERS SERVICE, INC.
ATKINSON-DAUKSCH INSURANCE AGENCIES
ATLANTIC COMPANIES
AVANT, INC.
AVIATION INSURANCE MANAGERS
AVIATION OFFICE OF AMERICA
AUTOMATIC FIRE ALARM COMPANY
AUTOMATIC SPRINKLER CORPORATION
BABACO ALARM SYSTEMS
BANK OF NEW YORK

BANKERS LIFE & CASUALTY COMPANY
BANKERS LIFE COMPANY (IOWA)
BANKERS SECURITY LIFE INSURANCE SOC.
BARNHARDT, E. PAUL
BENEFIT TRUST LIFE INSURANCE COMPANY
BILLIG-MAMMEL-OLSON & ASSOCIATES
BLAW-KNOX COMPANY

BOIT, DALTON & CHURCH, INC.
BOSTON COMPANY

BOWLES, ANDREWS & TOWNE, INC.
BROOKS, E. J. COMPANY
CALIFORNIA-WESTERN STATES LIFE INSURANCE COMPANY
CAMERON & COLBY COMPANY

CARDOX, DIVISION OF CHEMETRON CORPORATION
CENTRALSAFETY SUPPLY COMPANY

CHUBB & SON, INC.
COATS & BURCHARD

COLEMAN, ROBERT F. COMPANY
COMMERCE & INDUSTRY INSURANCE COMPANY

COMMERCIAL UNION INSURANCE COMPANY OF NEW YORK

COMMONWEALTH SERVICES, INC.
COMPUTER CLAIMS CONTROL

CONSOLIDATED INSURANCE COMPANIES
CONTINENTAL LIFE ASSURANCE COMPANY
CNA/INSURANCE

CONTINENTAL INSURANCE COMPANIES
CORPORATE POLICYHOLDERS COUNSEL
CORPORATE SEMINARS

CORROON & BLACK COMPANY

CRONYN, POCOCK & ROBINSON, LTD.
CROWN LIFE INSURANCE COMPANY
CRUM & FORSTER

DALE & COMPANY

DAVIS, DORLAND & COMPANY
DESPARD & COMPANY

DETROIT INSURANCE AGENCY

DEVENCO RESEARCH & DEVELOPMENT
DONNELLY BROTHERS

DREYFUS FUND

EASTMAN DILLON, UNION SECURITIES
EBS MANAGEMENT CONSULTANTS

ELECTRIC WASTEBASKET CORPORATION
ELIEL & LOEB

EMPLOYERS-COMMERCIAL UNION COMPANIES

EMPLOYERS INSURANCE OF TEXAS
EMPLOYERS INSURANCE OF WAUSAU

EMPLOYERS REINSURANCE CORPORATION
EQUITABLE LIFE ASSURANCE SOC. OF THE UNITED STATES
EXCESS UNDERWRITERS, INC.
FACTORY MUTUAL SYSTEM

FACTS, INC.
FAIRFIELD & ELLIS, INC.
FIDELITY & DEPOSIT COMPANY
FIREMAN'S FUND AMERICAN INSURANCE COMPANIES
FIRST INSURANCE MANAGEMENT
FIRST INVESTMENT ANNUITY

FOREIGN CREDIT INSURANCE ASSOCIATION
GENERAL AMERICAN LIFE INSURANCE COMPANY
GENERAL REINSURANCE CORPORATION
GLENS FALLS INSURANCE COMPANY

GLOBE LIFE INSURANCE COMPANY
GOLDSTEIN, L. J. & COMPANY
GREAT AMERICAN INSURANCE COMPANIES
GRINNELL CORPORATION

GREENE, JAMES C. COMPANY
GUARDIAN LIFE INSURANCE COMPANY

GULF INSURANCE GROUP

HAGEDORN & COMPANY

HAIG NEVILLE ASSOCIATES

HALL, FRANK B. & COMPANY
HALLTECH ASSOCIATES

HANCOCK, JOHN MUTUAL INSURANCE COMPANY
HOME INSURANCE COMPANY
HUGGINS & COMPANY

IMPROVED RISK MUTUALS

INDUSTRIAL APPRAISAL COMPANY

INSURANCE COMPANY OF NORTH AMERICA

INSURANCE SERVICE ASSOCIATES

INTER-OCEAN INSURANCE COMPANY

JAMES, FRED S. COMPANY

JAMISON, HERBERT L. COMPANY
JOHNSON & HIGGINS
KEMPER INSURANCE GROUP

KIDDE, WALTER & COMPANY
LEONHART & COMPANY

LIBERTY MUTUAL INSURANCE COMPANY

LIFE INSURANCE COMPANY OF NORTH AMERICA
LILLY, CURTIS B. COMPANY
LINCOLN NATIONAL LIFE INSURANCE COMPANY
LLOYD & THOMAS

LOEB, RHODES & COMPANY
MACCABEES MUTUAL LIFE INSURANCE COMPANY

MANUFACTURERS MUTUAL LIFE INSURANCE COMPANY

MARINE OFFICE • APPLETON & COX CORPORATION

MARSHALL & STEVENS

MARSH & MCLENNAN, INC.
MARYLAND AMERICAN GENERAL GROUP

MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY

MCGEE, WILLIAM H. & COMPANY
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MENNER, LEO B. & COMPANY
MFB INSURANCE COMPANY

MICHIGAN MUTUAL LIABILITY COMPANY

MILLER, MASON, DICKINSON, INC.
MILL MUTUALS

MUTUAL BENEFIT LIFE INSURANCE COMPANY
MUTUAL LIFE INSURANCE COMPANY OF NEW YORK
NATIONAL ASSOCIATION OF BLUE SHIELD PLANS
NATIONAL UNION FIRE INSURANCE COMPANY

NATIONWIDE LIFE INSURANCE COMPANY
NEW ENGLAND MUTUAL LIFE INSURANCE COMPANY
NORTHWESTERN NATIONAL INSURANCE COMPANY

NORTHWESTERN NATIONAL LIFE INSURANCE COMPANY
OCCIDENTAL LIFE INSURANCE COMPANY OF CALIFORNIA
OLD REPUBLIC INSURANCE COMPANIES

PACIFIC EMPLOYERS GROUP OF INSURANCE COMPANIES
PACIFIC INDEMNITY COMPANY

PACIFIC MUTUAL LIFE INSURANCE COMPANY
PAIGE OBRION RUSSELL
PANASONIC COMPANY

PHOENIX OF HARTFORD INSURANCE COMPANIES

PHOENIX OF LONDON GROUP
PHOENIX MUTUAL LIFE INSURANCE COMPANY

PREVENTI-MED CONSULTANTS

PRICE, T. ROWE & ASSOCIATES
PROTECTION MUTUAL INSURANCE COMPANY

PROVIDENT LIFE & ACCIDENT INSURANCE COMPANY

PROVIDENT MUTUAL LIFE INSURANCE COMPANY

RANCO INDUSTRIAL PRODUCTS CORPORATION

REED SHAW OSLER

REID & CARR

RELIANCE INSURANCE COMPANIES

ROYAL-GLOBE INSURANCE COMPANIES

SAFECO INSURANCE COMPANIES

SAFETY FIRST PRODUCTS COMPANY

ST. PAUL INSURANCE COMPANIES

SARASOHN & COMPANY

SARGENT, DIVISION KIDDE CORPORATION
SARGENT & GREENLEAF

SCHIFF TERHUNE, INC.
SECURITY DEVICES ASSOCIATES

SECURITY MUTUAL INSURANCE COMPANY OF NEW YORK

SIDE FUND

SIMPLEX LOCK COMPANY

STARR TECHNICAL RISK AGENCY, INC.
STEWART, SMITH & COMPANY, INC.
SOUTHERN MARINE & AVIATION UNDERWRITERS, INC.
SUN LIFE ASSURANCE COMPANY OF CANADA

TALBOT, BIRD & COMPANY, INC.
THOMPSON INSURANCE AGENCY

TOWERS, PERRIN, FORSTER & CROSBY
TRAVELERS INSURANCE COMPANIES

UNIGARD INSURANCE GROUP

UNION CENTRAL LIFE INSURANCE COMPANY

UNION MUTUAL LIFE INSURANCE COMPANY

UNITED STATES AIRCRAFT INSURANCE GROUP
UTICA MUTUAL INSURANCE COMPANY
VANDERBILT MUTUAL FUND

WASHINGTON NATIONAL INSURANCE COMPANY

WELLS FARGO PROTECTIVE SERVICES

WHITEHEAD, E. A., LTD.
WOHLREICH & ANDERSON, LTD.
WRIGHT LINE

YOUNGBERG-CARLSON COMPANY, INC.
ZURICH-AMERICAN INSURANCE COMPANIES

If your company has a message- to tell our
Business Insurance audience-"Come Blow

Your Horn!"
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Deferred compensation question
far from resolution in Congress

WASHINGTON-The Senate

Finance Committee has voted ten-

tatively to kill a House-passed plan
that would raise taxes on deferred

compensation paid executives after
retirement.

' But, lobbyists who have lived
with the tax reform bill since it

started in the House ways and
means committee several months

ago point out that the proposal
has a long way to go before be-
coming law and say that it is far
too early to even begin guessing
what the final version of the pro-
posal will be.

At the end of the Senate com-
mittee's three to four weeks of

hearings, member's will have to
reassess from a dollar-and-cents

standpoint all that they have
tentatively decided upon--a move
which is certain to lead to changes
in previously announced proposals.
Then the bill will face a long,
tough floor fight in the Senate,
where a large number of changes
can be anticipated. The Senate has
no such thing as a 'closed rule'
vote, as was used in the House to
send the bill sailing through with
little debate and no amendments.

And, of course, finally House
and Senate conferrees will have
to meet and iron out their differ-

ences in their usual give-and-
take manner.

THE HOUSE-passed tax re-
form bill would require a person

to pay taxes on deferred compen-
sation in excess of $10,000 a year
at the same rate he would have
had to pay if he had received it
in the year it was earned.

The Nixon Administration op-
poses this section, saying that it
does nct operate properly. It says
it is currently studying the entire
area of executive compensation
and plans soon to introduce legis-
lation specifically on deferred
compensation, including qualified
pension plans.

John S. Nolan, deruty assistant
secretary for tax policy, told the
Senate finance committee that

"the major problem in the de-
ferred compensation qualified

plan area arises because of the
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ACI ...a subsidiary of Commercial Credit Company,

which has assets exceeding $3 billion.

American Credit Indemnity Company of New York
Dept. N. 201 N. Charles St., Baltimore, Md. 21201

I want to know more about American Credit Insurance before
it's too late. Please send your free iteiv folder, "Play It Safe
With ACL"

Name

Comp,ny

Adrireqq

City State

JAWITHL

Zip Code

1
1

1

difference in tax treatment be-

tween self-employed persons and
corporate employes. The recent
announcement of the Internal

Revenue Service accepting court
decisions invalidating the pr6fes-
sional corporation regulations is
a prelude to a wholesale shift by
self-employed persons to the pro-
fessional corporation form over
the next several years."

This, he said, "will make the
H.R. 10 limitations virtually mean-
ingless except for those few pro-
fessional persons who feel con-
strained by tradition not to move
into this artificial form of business

organization to achieve a tax ad-
vantage.

"THERE IS much to be said

for treating self-employed per-
sons and employes completely
alike. Many of the provisions of
H.R. 10 reflect our experience

over a long period of years that
the non-discrimination require-
rnent and other conditions in

Subchapter P are not adequate to
place reasonable limitations on
qualified plans.

"It may well be that the limits
in H.R. 10 are  too severe with

respect to matters such as limits
on contributions or benefits for

highly-paid individuals, vesting,
eligibility standards, treatment of
lump-sum distributions, and es-
tate and gift tax benefits.

"We will be giving these mat-
ters intensive consideration over

the next several months," Mr.
Nolan promised the committee.

In the area of non-qualified

plans, he said there is needed a
study of whether the limitations
on qualified stock options in the
Revenue Act of 1964 have proven
appropriate in all respects.

"PRESUMABLY," he said, "the
Tax Reform Bill will make re-

stricted stock plans much less at-
tractive, and we must inquire
whether the law permits ade-
quate arrangements to attract
and keep key executives and to
provide them an incentive to im-
prove company profits.

"We must also study whether
the present rules with respect to
nonqualified plans are proper.
Questions needing answers in-
clude: whether deferral benefits

should depend entirely on the
sometimes unrealistic distinction

of whether a plan is funded or
not; whether a contractual right
aaginst a major U.S. company is
so different from a funded ar-

rangement as to have entirely
different tax results; or whether
the distinction should turn on the
existence of a substantial risk of

forfeiture versus a vested right."
While the Nixon Administra-

tion's promised legislative pro-
posals on pensions and executive
compensation will be closely
studied by legislators, many ob-
servers doubt that they will come
in time to prompt any action.
The House and Senate will both

have debated and passed on the

issue in the tax reform bill, it is
pointed out, and will be reluctant

to take the subject up again so

soon. I

Promise marine rating
geared to loss control

LONDON-Premium reviews

for loss prevention were prom-
ised as future airns to careful

cargo shippers by Lloyd's under-
writer T. F. Poole at the Interna-

tional Union of Marine Insurance

conference.

But then came the warning:
"As cargo underwriters we must

curb our generous instincts, and
eschew the mantle of Father

Christmas, and resist those who

expect us to act as a combination
of philanthropist and unpaid mer-
chant banker.

"Only when cargo rates are

generally at a consistently profit-
able level can we really afford
to grant reductions which are

geared to loss prevention meas-
ures, and through which the

J

more careful shipper can be re-
warded."

The impression left with dele-
gates to the conference was that

there will have to be a hardening
of cargo premiums in many
directions before any concessions
can be effectively granted.

Mr. Poole forecast: "If we were

to double or even treble the ex-

isting marine rates on 90 % of
bulk commodity portfolios the ef-
feet on the final price of the
resultant article or product would
be virtually nil in relation to the
other ingredients in its cost struc-
ture."

He said it was essential to go

on with efforts to improve cargo
rates in days of ever-larger ves-

sels. •

you've got

thousands right
under your nose

SELF INSURANCE generates cash flow. No advance

premium payment required for primary losses. This cash is

used only when necessary. Robert F. Coleman, Inc. will out-

line a self insurance plan that will make your money work

for you for a change!

For consultation and complete service have your Insurance Broker

or Insurance Manager contact

ROBEHT F. COLEMAN, INC.
• Workmen's Compensation 0 Public Liability

• Accident Control Specialists since 1923

Sen,1 for our informative brochure oudining this timely and vitat insurance ptan.

120 East 23rd St. • New York, N.Y. 10010 • Telephone: 777-4210



GE introduces credit cards for medical services
NEW YORK-General Electric

Co. is backing what may be the

most glamorous trend in the
health care field-credit cards in

lieu of cash for medical services.

Under the GE plan, the credit
card would take care of the full

cost of an employe's hospital
bills, with the employe reimburs-
ing GE for expenses above

what's covered under the compa-
ny's insurance plan.

The . company, in a notice to
employes, conceded that "we're
not sure this will work out be-
cause it requires testing and the
cooperation of others."

CREDIT CARDS are also get-
ting a tryout for drug costs.
Starting Oct. 1, members of the
United Auto Workers and their
families have been able to walk
into a drug store, plunk down a
credit card-something similar

to the plastic cards banks and
service stations honor-and walk
out with an order of prescription
drugs ( after paying the first $2) .

Blue Cross of Greater New
York has been operating a credit
card program for prescription
drugs since last summer, and
last July Blue Shield in Michigan
started a similar program for
four drop-forge companies in Lan-
sing.

The UAW program, however,
has run into a bit of a snag. An
Illinois druggist this month went
to court to prevent Catepillar
Tractor Co. from paying the drug
bills of its UAW employes, and a
circuit court judge has issued a
temporary restraining order pre-
venting Catepillar from paying
such costs.

The suit claims that Catepillar
and its insurer, Metropolitan Life,
"combined and conspired" to' fix
fees to be charged for the drugs
in violation of Illinois antitrust
statutes.

FOR BETTER or for worse,
the GE credit card proposal was
one of a host of offerings served
up by the company in bargaining
sessions with the International
Union of Electrical Workers and -
the United Electrical Workers.
rhe unions have branded the GE

wage offer as "totally unaccepta-
61e," and they also have misgiv-
ings about the benefits portion of
the offer. A walkout has been
threatened for Oct. 27.

According to Joe Swire, direc-
tor of collective bargaining serv-
ices at the IUE, the union wants
GE to pay all hospital costs (the
company has offered to paj the
first $500 of such bills), make all
group insurance contributions for
both employes and dependents
(GE had proposed doing away
with employe contributions) and
improve the formula and/or boost
the minimum of the pension plan.

IN ADDITION the unions want
9 sickness and accident plan that
pays two-thirds of salary for 26
weeks GE has offered 60%-a
''good improvement" over its
Durent 50%, Mr. Swire said, but
still short of the two-thirds of
salary provided by the steel and
auto industries).

The IUE also thinks GE should
pick up more than 50% of the
tab of a new long term disability
plan offered by GE; GE has of-
Eered to pay administrative costs.
Mr. Swire said that General Mo-
tors pays the entire cost of long
term disability.

Another bone of contention:
IUE wants a widow's benefit of
one-half the pension ("We want
GE's pension plan to be at least
as good as GM or steel," said Mr.
Swire, but he said GE hasn't had
an improvement in survivor's

benefits in 20 years).
The union executive said GE's

pension offer wasn't "particular-
ly good" because the company
"changed the ground rules for
early retirement and disability.
We figure that 60% of our people
won't get ' any improved benefits
under GE's offer." The IUE wants
unreduced pensions after 30 years

regardless of age.

"WE CAN MOVE right now on
an offer,?' Mr. Swire told Busi-
ness Insurance (the $7.50 mini-
mum pension, for instance, is a
"negotiable position"). "But right
now there are big problems," he
added.

GE's employe benefits expert,
E. Sidney Willis, thinks the bene-

fits package contains some "real

breakthroughs." The credit card

arrangement, for instance, would
guarantee to the hospital full
payment by GE of the entire bill.
The employes would then reim-
burse the company for any

covered expenses above the $500
full payment by the insurance
plan.

GE, in explaining the credit
card setup to employes; said the
plan "should assure· easier admis-
sion to hospitals outside GE plant
communities and in large metro-
politan areas." Because the com-

pany isn't sure how the setup
will work, no date has been set
for its implementation.

ANOTHER interesting wrinkle
is a proposed option to allow em-
ployes to use the facilities of a

t

it li

group practice - plan for medical
needs. GE said it would be will-

ing to turn over to the group
plan an amount equal to the av-
erage being paid for medical ex-
pense coverage at the employe's
location under GE's normal com-
prehensive medical expense cov-
erage.

In order to retain life insur-

ance, accidental death and dis-
memberment insurance and week-

ly sickness and accident benefits,
the employe would continue limit-
ed participation in the GE insur-

ance plan. Under this arrange-
ment, employes would pay 0.6%
for coverage instead of the full
0.9 % which includes medical care.

Mr. Willis, however, is doubt-
ful that group practice plans will
provide a way out of the health

cost spiral. "Maybe I'm missing
something, but I don't quite see
what built-in mechanisms they
have to reduce costs," he said.

THE GE executive said that

"I'm getting very discouraged,
I must admit" about mushroom-

ing health costs. "More and more
benefit plans are doing away
with coinsurance features," Mr.
Willis said, "so the individual has
no incentive and the doctors have
no incentive" to hold down costs.

Hospitals, Mr. Willis said, have
none of the same cost incentives

which motivate private business-

es. "All they do is raise their
rates and Blue Cross pays them
and the other insurers pay them,
too." What's needed, Mr. Willis

Continued on page 48
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He Knows Too Much
Yes, your A&A account man knows too much
about the changing complexity of modern
business and its risk problems to think he
knows it all. He knows he needs the special- »
ized skills of A&A's service divisions to give
his customerstrue risk management.

Despite his own skill and experience, he
brings in a task force selected from A&A's
experts in all insurance areas. He uses the

8

,

risk analysis and loss control departments,
the actuarial staff, the claims people, and all
of the other facilities of this international

organization to protect the businesses he
serves.

Isn't this the kind of protection service you
want for your business? After all, it's your

' future we want to protect.
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66Help! Help! Whiplash!"
Five seconds ago, you felt nice and secure about your

business insurance, didn't you? Comfortable. Protected.
Cared for. Just like the ads and booklets said.

Yet let something really wild happen and that fat, cushy
liability limit suddenly looks like chicken-feed.

Which isn't too strange under the circumstances. Because
a nice, neat insurance policy with all that prissy syntax all but
presupposes a nice, neat, prissy, claimant.

So what you really need at the moment is not a nice, neat
policy but a nice, not-so-neat insurance company. A company
that knows when it's best to unbend a little-in spite of
what the procedure manuals say.

For instance, one of our specialties at Consolidated is
the judicious use of friendly dissuasion. Such as curing a stiff-
necked claimant's battered dignity with a good-looking
Swedish masseuse instead of money.

Another is our decidedly unfriendly attitude toward
what causes claims in the first place.

Because it takes both- deft claims handling and gung-ho
accident prevention - to keep policy holders secure, loss-
ratios stable and underwriters open :o applicants who aren't
worth a fortune in premiums.

Of course, you also have to be willing to get labeled as a
hard-nosed insurance company.

But that's our problem- and your unwritten insurance
that we've got a lot more than a policy going for you.

 Core,11;Adfod Insurance Companies
 345 Adams Street, Brooklyn, New York

Whenyouneed acompany
Not just apolicy.
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insurance

We're new in the

 Business Insurance

business. Which is a decided

advantage for you. Because
we haven't learned a lot of

pat answers for problems that
require imaginative ones.

Allstate sells j ust about
all of the kinds of insurance

your company needs.
After a few short years of

staffing up, we're ready to

Allstate Insurance Company

tackle any problem you can
throw at us-however big.

Our men are specialists.
Handpicked. Experienced.
Valuable.

Just maverick enough to
bring you a fresh and helpful
point of view. And probably
able to save you money
in the bargain.

It will pay you to talk to
Allstate. Call us, won't you?

Allstate
BUSINESS INSURANCE


