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Veritable fire storm rages at Mead Packaging roll-paper facility in Atlan-
ta where a blaze suspected to be of ircendiary origin caused damage
nearing $10 million, —Wide World photo

Late news

Getty, Atlantic damage not severe

PHILADELPHIA —Atlantic-Richfield and Getty 0il apparently
suffered relatively light damage in two separate fires at their installa-
tions here. A fire and explosion at Getty destroyed a 7,500-barre] fuel
tank ang badly damaged a 15,000-barrel tank, but total damage is ex-
pected Ao be under $500,000. A similar incident at Atlantic’s refinery
‘et Killed one worker and seriously injured another when lightning
touched off fire and explosions causing an estimated $500,000 in dam-
ages. Both companies are insured thrcugh the Oil Insurance Assn.,
although Getty has first dollar coverage and Atlantic has $1 million
deductible.

TWA skyjack-theft or act of war?

NEW YORK—Insurance circles are debating whether a TWA jet air-
craft, hijacked by two Palestinian commandoes and forced to land in
Damascus, Syria, was a theft or an act of war. If considered a theft,
coverage would probably be absorbed by Associated Aviation Under-
writers, which handles TWA’s normal hull and liability coverage. If it
was an act of war, the airline’s war risk insurance written by Lloyd’s of
London would respond. Damage to the Boeing 707 craft, caused by an
explosion which went off moments after passengers deplaned, was esfi-
mated at between $2 million and $5 million.

Cowles insured for libel

NEW YORK—Cowles Communications carries libel insurance through
Employers Reinsurance Co. of Kansas City to at least partially protect
the firm against a $12.5 million libel suit filed by San Francisco
Mayor Joseph L. Alioto for an article appearing in Look magazine link-
ing the mayor with alleged Mafia figures.

45¢ a copy; $10 a year
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Paper industry safeguards
asked after two holocausts

' HARTFORD—Officials of the
Factory Insurance Assn. vowed fo
launch a vigorous effort to edu-
cate policyholders to the need for
adequate fire protection and plant
security in roll-paper storage fa-
cilities and pulp plants in the
aftermath of two fires that caused
losses exceeding $10 million.

FIA insured the Atlanta plant
of Mead Packaging, a division of
the Mead Corp., which burned
Aug. 25 causing a loss approach-
ing $10 million in physical dam-
age and business interruption. It
also insured the Elizabeth, La,
pulp plant of Jacksonville Paper
Co. that sustained a fire loss of
about $5 million on Aug. 21.

Final damage estimates at both
plants will not be complete for
three or four months, officials of
both companies said, because de-
bris removal was only recently
completed.

THE MULTIMILLION dollar
losses hit an industry that has,
according to FIA, sustained an
excessive number of major losses
in recent years. Engineering and
underwriting personnel of FIA
and other paper company insurers
have given special attention to
finding effective protection meas-
ures and underwriting restrictions
on roll-paper and pulp facilities.

Plant security requirements are
now receiving special attention
because in both the Mead and
Jacksonville losses there is evi-
dence that the fires were set by
arsonists. Authorities are investi-
gating the possibility that dis-

Govs back
health care
plan for all

COLORADO SPRINGS—The
National Governors Conference,
which met here earlier this month,
urged the Federal government to
establish a national compulsory
health insurance program, first
championed by Gov. Nelson A.
Rockefeller of New York.

A compulsory health insurance
system, it is believed, may receive
favorable attention from the Nix-
on Administration. Staff assistants
to the President are reportedly
reviewing current health programs
and looking for alternatives.

The proposal by the governors
was opposed strongly by Gov.
Stanley K. Hathaway (Wyo.) and
Gov. Ronald Reagan (Calif.) Both
argued for an amendment, which
was submitted by Gov. Hathaway
in behalf of the American Medical
Assn,, that would have made the
proposed system voluntary.

Submitted in the form of a poli-
cy statement, and adopted with
only a handful of dissenting votes,

Continued on page 48

gruntled employes or others with
access to the premises set the
fires. FIA emphasized that both
insureds are reputable companies
and are unconnected with the sus-
pected arson.

George Kahlert, manager of in-
surance services for the Mead
Corporation, Dayton, O., sald that

the majority of stock consumed in
the Atlanta fire was intended for
use by the company’'s beverage
container plant, one of two oper-

ated by Mead at that location.
“Other stock was purchased,”
Mr. Kahlert said, “and is being
used on -Mead presses that sus-
Continued on page 48

So near . .

Atlanta packaging complex.

. yet so far

DAYTON, O—Officials of the Mead Corporation are still
shaking their heads over a fantastic (and tragic) coincidence
connected with the multimillion dollar fire in the company’s

When news of the fire reached Dayton late on August 25, the
company had completed and was ready to mail letters of intent
to contractors who had submitted guotations on the installation
of a combination fire protection system for the Aflanta roll-pa-
per faeility. The letters of intent represented one of the last.
steps in the process that began months earlier, but they were
not mailed in time {o prevent the massive loss.

George Kahlert, Mead’s manager of insurance services, ex-
plained: “We consulted for a long time with officials of FIA and
municipal authorities about requirements for a combination
system that would back up the sprinklers with foam, steel
protection, overhead sprinkler reinforcements and, hopefully a
metered wetting agent in the overhead sprinkler grid.”

UNHAPPILY, the combination system was not installed by
Aug. 25 and the fire overcame the sprinkler system that had no
supplemental protection to back it up.

Mr. Kahlert said that it took several months of negotiation
with FIA to get approval of the proposed system, which was
unique because of the need to cover the exposure pattern at the

_Atlanta plant. He said that if the plant is rebuilt on its former
plan, it will contain the combination fire protection system.

- Miss America, pageant

have full risk coverage

ATLANTIC CITY, N.J—Al-
though it is probably the foremost
gathering of pulchritude in this
country, the annual Miss America
Pageant is run pretty much like
any other corporate entity when
it comes to insurance.

“We carry all the standard
coverage,” an insurance source
close to the pageant told Business
Insurance, noting that insurance
includes a liability policy for dis-
appearance, dishonesty and de-
struction.

In addition, the pageant also has
an umbrella policy that covers
other unnamed liabilities, as well
as use and occupancy provisions in
the event the convention hall were
unable to be used at the last min-
ute. The Hartford Group writes
the policies.

However, the pageant does not
cover the girls themselves. I
presume they are insured by the
various states that send them to
us,”” another source said.

Nevertheless, at least one girl
does end up with a policy every
year. That is the winner. This

year it is Pamela Anne Eldred, a
2]-year-old college senior from
Detroit. When Miss Eldred was
crowned, she became insured for
$100,000 by the pageant. The acc:-
dental death and dismemberment
policy, written by Aetna, will cover
her for the year she reigns. =

Miss America, 1970
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Judge rules that Suez war risk -
claim must be given court hearing

NEW YORK—A U. S§. district
court judge has ruled that a war
risk insurance claim to' recover
the loss of a ship trapped in the
Suez Canal since 1967 must go to
trial “without undue delay.”

In denying the plaintiff, Marine
Carriers Corp., a summary judg-
ment. against Lloyd's of London,
Judge D. J. McLean said that
“important questicns” of marine
insurance law ‘“cannot safely be
decided until all tke facts are def-
initely established.”

The litigation, said Judge Mec-
Lean, is “important not only be-
cause of the amour:t involved in it
but because in a sense it is a test
case which may well affect other
claims.”

Judge McLean recounted that

the vessel, the S. S. Ooservear, en-
terec the Suez Canal on June 4,
1987, carryirg grain bound for
India. She was in a convoy of 21
ships.

A day later the Observer de-
vzloped engine frouble and
droppad out of the ecnvoy. She
was towed to Lake Timsah, in the
canal. where she gnchorzd to
make repairs

Thae same day, on June 5, war
broke out beween Iscael end the
Unized Araz Republic. Judge
M:Lean said that Marine Carriers
claimsd that the canal was then
closed by th2 zovernment of the
UAR -and that it was this closing
which prevened the Ogzserver
from proceecing when her repairs
wer2 completec.,

“THE WAR RISK insurance
policies issued by defendants on
which this action is brought in-
sured the vassel against loss re-
sulting from ‘restraints and de-
cainmenzs of all kings, princes
and peoples.” Plaintiff claims that
the Observer was ‘restrained’ by
‘kings, princes and people,’ i.e., by
the gcvernment of the United
Arab Rzpublic. Defendants dis-
pute that claim.”

The Observer, Judge McLean
pointed out, has not been actually
lost, sirce she is still in Lake
Timsah. But Marine Carriers
claimed it suffered a!'loss of the
“use and pcssession” of the vessel,
constituzing a “‘constructive” loss
of the ship which justified the
firm abandening it to Lloyd’s.

Lloyd’s, said Judge MeclLean,
contends that the ship has not been
lost, either actually or construc-
tively, but that she has been “de-
layed’—a risk expressly excluded
from the policy.

TWO “SHARPLY disputed” is-
sues that emerge, said Judge
McLean, are (1) whether the Ob-
server was restrained by the
UAR; and (2) if so, whether Ma-
rine Carriers were entitled to treat
the vessel as a constructive loss
and abandon her to the under-
writers.

Judge McLean said that “after
considering the affadavits and
depositions, I am satisfied that the
basic' facts with respect to those
issues are not clear enough to jus-
tify summary judgment either in
favor of plaintiff or of defend-
ants.”

Interestingly, another British
insurance group, the United King-
dom War Risk Mutual Underwrit-
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ng Assn.,, recently agreed tc
make hull * settlements totaling
$7.7 million for two British flag
ships trapped in the Suez Canal.
According to the settlements, the
protection and indemnity club was
to pay on the basis of ‘“construc-
tive total loss.” [

Denenberg
elected ARIA
president

CINCINNATI—Dr. Herbert S
Denenberg, professor of insurance
at the University of Pennsylvan-
ia’s Wharton school of finance
and commerce, has been elected
president of the American Risk
and Insurance Assn. here.

Dr. Denenberg succeeds Mark
R. Greene, professor of insurance
at the University of Oregon, for a
one-year term. His election comes
three years after he was a write-
in candidate for the office—"back
when I was anti-establishment,”
Dr. Denenberg said.

The new ARIA prexy plans
several innovations, including a
“stepping up of research activi-
ties. Everybody agrees that there
is a lack of research outside the

Herbert S. Denenberg

insurance industry.” He cited as
an area of possible investigation
the profitibility of under

and he mentioned that a study of
capacity would be worth while,
Dr. Denenberg said, “The insur-
ance industry doesn’t fully use ifs
capacity.” While working on the
Hughes Commission, he reviewed
a number of property insurance
company reports that brought him
to that conclusion.

THE PROFESSOR of insurance
has also mailed guestionnaires to
members of the ARIA, asking
them what possible activities they
would like to have the group un-
dertake.

Dr. Denenberg told Business
Insurance that first returns on the
questionnaires show that most
ARIA members would like to
have a meeting with representa-
tives of the insurance industry. It

Continued on page 12
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Oh! Calcutta!’ actors
covered by insurance—
but not very much else

By STEPHEN GILKENSON

NEW YORK—The only cover-
age actors have in “Oh! Cal-
cutta!,” a musical revue that has
been packing audiences in off-
Broadway of late, is insurance
coverage.

«Oh! Calcutta!,” currently play-
ing at the Eden Theater here,
is probably the most talked about
show in town these days. And for
good reason.

Actors in the company—ten of
them, five males and five females
—cavort about in the nude for at
least 50% of the show. Yes, top-
less, bottomless, in the altogether.

Under the circumstances, one
might expect that the show pre-
sented some rather unique prob-
lems of an insurance naturé be-
cause all professional theatrical
performances require some sort of
coverage for their actors, sets,
props and audiences.

HOWEVER,
case.

According to Norman Kean, the
show’s general manager, “Oh!
Calcutta!” is “no different at
all” from other shows in this re-
spect.

“We had considered in the be-
ginning a Lloyd’s of London poli-
cy to insure us against any inter-
ference from public officials,” Mr,
Kean told Business Insurance,
“put 'we dropped that idea.”

Richard Tobias of Tobias, Breg-
man & Schwarz Inc., insurance
brokers for the show, said that

¥y
W

such is not the

With all the performers completely
uncovered half of the time, “Oh!

Calcutta!” has usual cast insur-

ance and other coverages.

this form of coverage was una-
vailable, even from Lloyd’s. “No
one can insure anything against
the breaking of a law,” Mr. To-
bias said, “and if public officials
had decided ‘Oh! Calcutfal’ was
illegal this is what it would have
amounted to.” As it is, however,
the show has run into no legal
difficulties with the City of
New York.

THE QUESTION has been
raised as to the liability if, say, an
elderly gentleman in the audience
were to have a heart seizure as he
viewed nude actors squirming
about on stage in various combi-

nations. Would the show be liable
for such injury?

Mr. Tobias scoffed at this say-
ing, “Where’s the negligence on
the part of the trheater?” Such an
event, incidentally, has not hap-
pened yet at the Eden Theater.

“Oh! Calcuttal” does have a
ferm of business interruption in-
surance, although it might not be
in effect were a district attorney
te stop the show. “It's a stated
arnount per day,” Mr. Tobias said,
which would guerantee the pro-
ducers something like $5,000 daily
for a period of 40 days if the show
were interrupted for any other

~eason, such as a fire or destruc-
<ion of the sets.

IN ADDITION, the show has a
-heatrical floater covering sets,
props and other materials neces-
sary for the performances and
two Actor’s Equity floaters. The:
iatter, Mr. Tobias said, are re-
quired by the actor’s union to
protect from things stolen from
dressing rooms or to provide cov-
erage above workmen’s compen-
sation if an actor injures himself
during a performance.

Some Broadway shows now
{ake out nonappearance insurance
on their actors, which provides for
compensation if a star fails to
show up for an appearance and
there is a demand for refunds at
the box office.

“We didn’t feel this was neces-
sary,” Mr. Kean said, “since there
are no big stars in the show.
We're well understudied, so if an
actor doesn’t appear there is no

Continued on page 10

Acquiring insurance coverage for nude performers of “Ohl Caleuttal”
was not difficult. But the underwriters may be less eager to renew cov-
erage, according to the broker who handles the show's risks.

If your Employee Benefit Plan isn’t also a Company Benefit Plan, something’s wrong. it's not
being managed as effectively and imaginatively as it could be.

Our goal in managing pension fund money is to make all of it grow. Not just the
equity portion. To do this, we abandon many of the traditional forms of fund management
and work within a framework of prudently balanced risks and rewards.

Example: We believe a pension fund should be balanced by straight bonds, only if
they represent an attractive investment alternative. In the past several years, our policy of
substituting convertible debentures and certain common stocks of companies with moder-
ate but stable growth has benefited both our client companies and their employees.

We have a sound history of investment management coupled with a progressive,

flexible, current investment policy carried out by officers who are young, aggressive and
tast-acting. Why not talk more about it with our Mark Saulnier, V.P. in charge of our Em-
ployee Benefit Trust Group, at (212) 530-1351. The Bank of New York. The bank that manages
benefit plans.

The Bank Of New York. The bank that manages money.

Main Office: 48 Wall Street, New York, N. Y. 10015

Member Federal Deposit Insurance Corporation

A member of The Bank of New York Company. Inc.
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washington watch

Nader's raiders ride again on the
National Highway Safety Board

WASHINGTON—While some
think the business community is
slowly and grudgingly reacting
positively to the consumer move-
ment in the U.S,, others hold that
the attitude of businessmen in
general is that those behind the
movement are bothersome do-
gooders, who will never do any-
thing but harm to the business
world.

Auto and highway safety critic
Ralph Nader has been the object

of particular abuse by members
of the business community, ac-
cording to his backers, What ap-
pears to have been ignored by
most of the business world, they
say, is that unsafe highways and
automobiles are not good business
for anyone. This is evident{ to
many corporate risk managers
who are charged with insuring
large fleets of cars, buses and
trucks in this era of rapidly rising
accident and insurance rates.

In light of the current approach
by the Federal government to-
ward halting this trend, Mr. Na-
der may just be the best friend
that the risk manager with a
heavy interest in fleet insurance
has here in Washington.

IT IS axiomatic that Federal
bureaus have a tendency to oper-
ate at increasingly higher costs
and lower efficiency in each year
of their existence, drifting aim-

lessly down their red-tape-ridden
roads. Many times they do more
harm than good by giving the
public the impression that some-
thing is being done about the prob-
lem they were created to help
solve when in fact nothing is.

Mr. Nader recently charged in a
letter to Senate commerce com-
mittee chairman Warren Magnu-
son (D., Wash.) that such a situa-
tion exists at the National High-
way Safety Bureau. If just part of
the allegations in Mr, Nader's let-
ter are frue, not only Mr. Nader
and Sen. Magnuson should be
concerned, but so will anyone
with a stake in safer highways.

The Department of Transporta-
tion’s National Highway Safety
Bureau is “in a wvirtual state of
paralysis and may soon be con-
fronted with a dismemberment
decree by the Office of the Secre-
tary of Transporation,” Mr. Nader
charged.

Among other things, he said,

Today,
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the two principal officials dealing
with auto safety—Francis Turner
and Robert Brenner—are ‘‘not
committed to safety regulation of
the auto industry.” Each has his
own reasons, the Nader letter con-
tinued.

“MR. TURNER—3 highway
construction fan of great ardor—
has pursued a career in govern-
ment little interrupted by the po-
tential of automotive safety to re-
duce road casualties. He has little
understanding of a safety regula-
tory process under law. He openly
displays his dislike of lawyers and
their procedures—e.g., such as
applying sanctions to violators of
safety standards, avoiding ex
parte contracts and discouraging
the practice of closed door, un-
transcribed meetings with indus-
try representatives, Mr. Turner
leans to the contrary of those pre-
cepts thus eroding the arm’s
length relationship which a regu-
latory agency should have with
the regulatees.

“Dr. Brenner, on the other
hand,”" the Nader letter continues,
“does not believe in the mandato-
ry safety standards process. He
prefers to describe his role and
that of the NHSB as a catalytic
one. How the bureau is to be
catalyst without displaying clout
[Chicagoese for political muscle] is
unanswered. To develop a basis
for producing corporate safety in-
itiatives, there has to be the kind
of forceful leadership and action
that cannot be described as cata-
lytic.

“But, the over-riding issue is
that the law requires mandatory
safety standards, upgraded peri-
odically, and therefore does not
allow gross distortion of its objec-
tive whether it is characterized as
catalytic, inductive or any other
cloak over inactivity and timidity.
The will of Congress, in a word, is
being flouted by the Turner and
Brenner approaches."

Mr. Nader pointed out that the
crash survivability testing of ve-
hicles was suspended in March,
1969, by Mr. Turner. Mr. Turner
promised in April at Senate Com-
merce Committee hearings that
the program would be resumed by
July 1, 1969, Mr. Nader continued.
But, he added, “It has not."”

BESIDES, he said, “by the
NHSB’s own admission, their lim-
ited compliance tests have result-
ed in a 15% to 20% failure rate
for wvehicles, tires and equipment.
These are failures to meet the
weakest Federal standards that
could have been issued without
making a gross mockery of the
law. Yet the failure rate in this
limited compliance testing was
that high. With these dozens of
violations, there has been virtual-
1y no enforcement action taken.

“The penchant for law and or-
der, so often expressed by the
present Administration, seems to
lose momentum entirely when
corporations are involved. Not
even recall notices have been re-
quired. And all information about
the wvioclations have been sup-
pressed by the department. Can
this be anything less than outra-
geous?”

In support of his charge that
the NHSB may soon face a dis-
memberment decree, Mr. Nader
cited a confidential report circu-
lating within the transportation
department written by William
Davis, of the office of assistant
secretary Alan Dean, which rec-
ommends breaking up the NHSB
and, according to Mr. Nader,
making it “ever more dependent
on Mr, Turner and the FHWA’s
highway-state fulcrum.”

Proponents of a strong NHSB
not only do not want the agency
any closer to the Mr. Turner's
Federal Highway Administration,

Continued on page 52




Touchy

Question’39

What happens when you have to tell 100,000
customers that their brakes may not work at 70 mph?

The PR department has a job.
They can talk about the fallibility of men.

They can point out that it’s a good thing this

problem was aired before it was too late. And
they can show their willingness to make repairs
and adjustments,

In most cases, the customer remains loyal.
But it’s an expensive ordeal.

Products Recall Expense Insurance is a rela-
tively new policy designed to fill this coverage
gap. Our own version is hardly out of the egg as
we write this.

We are not ready to offer this coverage to
ship builders or to manufacturers of ethical drugs
or pharmaceuticals, aircraft,
or aircraft parts. And until
enough experience has accu-
mulated to provide credible
guides, we are obliged to exer-
cise a high degree of selection.

For obvious reasons, you
must have your liability lines
and some product lines with
us. You must do at least $5 mil-
lion in annual sales. You are

Employers Insurance of Wausau

expected to participate in 10% of the contract,
with the minimum deductible set at $10,000. And
in some instances, we may insist that our Products
Loss Control Program (see Touchy Question #34)
be in effect.

We realize that our requirements are strin-
gent. And in that sense, we have arrived at a
touchy question ourselves.

How conservative or how speculative should
we be with this new insurance ?

Of course we want to be flexible. But since
Products Liability is not a well-seasoned insur-
ance, we do not have the complete advantage of
relying on pre-set generalizations. Instead, we
must get brand new answers

that fit only your company.

That means the doors
must open to let us work, to
examine facts, and to discover
attitudes.

A little touchy, we agree.
‘But if we do our job right,
then that leaves you free to
do your job right.

That's the Wausau Story.

We think insurance
ought to work
for a hivina
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INSURANCE BROKERS

HARTFORD—Connecticut will
be the first state in the country to
conduct a three-year hospital cost
control experiment geared to slow-
ing the spiraling of hospital costs.

The Department of Health, Ed-
ucation and Welfare has an-
nounced granting of approval for
what is labeled the “incentive
reimbursement experiment,” as
one of a number of major pro-
grams authorized by the Social
Security Administration in the
latter’s campaign to help contain
escalating hospital costs.

The experiment, in addition to
18 medical facilities, encompasses
the Connecticut hospital research
| and education foundation (re-

TEL: (212) 964-2500

search arm of the state hospital
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Hospital cost control
test starts in Conn.

association) and Connecticut Blue
Cross.

THE SCHOOL of public health
at Yale University, New Haven, is
being retained to offer evaluation
services.

Overall project cost stands at
$677,000, the major portion ($561,
235) emanating from the Social
Security Administration. Connecti-
cut Blue Cross will contribute
$100,000, and the state hospital
association some $16,000 worth of
services.

The three-year experiment is to
'‘be highlighted by creation of
“budget approval boards” to re-
view departmental budgets at
each of the 18 participating gen-
eral hospitals.

SIX SUCH BOARDS are envi-
sioned, each to be responsible for
three medical facilities.

A coordinating council com-
prised of consumers and repre-
sentatives of the Social Security
Administration, Connecticut Blue
Cross and the 18 hospitals will
have the final decision on recom-
mendations of the six boards.

Purpose of this experiment is to
test new management tools and
procedures, according to Herbert
A. Anderson, exec vp, Connecticut
Hospital Assn. .

Dishwasher
gets heart
attack pay

ALBANY, N. Y_—_Required
stretching and lifting by a dish-
washer can be of such a nature as
to precipitate a heart attack and
thus be termed an industrial aceci-
dent, the appellate division here
has ruled.

Frank J. Nicolas was the dish-
washer in the case; and he
worked for Luchow’s, famous
New York City restaurant spe-
cializing in German food.

He washed silverware, china
dishes, cups, coffee pots, etc. He
had to stand at a table and fre-
quently lift wire baskets which,
with econtents, weighed as much
as 30 pounds to an overhead shelf
from where the basket would
slide to a machine for final wash-
ing.

State Workmen’s Compensation
Board heard medical testimony
that it was hot and humid in his
place of employment, and that the
strenuous and arduous exertion
regquired of Mr. Nicolas “was
more than the ordinary wear and
tear of life and precipitated an
acute myocardial infarction.”

Associate Justice J. Clarence
Herlihy, writing the opinion for
the unanimous decision affirming
an award to Mr. Nicolas, who al-
leges total disability, cited prior
decisions showing that the WCB
could properly find that unusual
exertion can be “more devastat-
ing” than a contact accidental in-
jury. L]

Kansas storms cause
$20 million in damage

Storms centering in and around
Kansas caused estimated insured
losses to fixed property and con-
tents of about $20 million during
the last three months, the Insur-
ance Information Institute has re-
ported. An institute survey covered
the five major storms which struck
portions of the state during the
three-month period ending in mid-
July.




Engineer...or Budget Planner?

m This man is a Zurich-American boiler and machinery en-
gineer. He’s helping a major industrial firm establish replace-
ment schedules and plan its budgets for several years to come.

Is that his job? We think so. It’s all incidental to the non-
destructive testing he’s conducting, in which Z-A is a pioneer.

Using pulse-echo testing techniques, he gauges material
thickness to within 1/100,000 of an inch. Working from one

lished on an orderly basis, with minimum down time, if any.
We save money, and you make more money, if we help
you keep your business running—instead of merely paying
claims when there’s a breakdown.
If you can use this service, write or call us, giving us the
name of your Independent Agent or broker, or ask him to
contact us. Zurich-American is the name.

side of a tested piece, accurate readings are obtained
even with surface temperatures as high as 500° F.
This permits most testing without shutdown.
Our engineers measure pipes, tubes, and flat
stock for corrosion, erosion, pitting. Corrosion rates

ZURICH - AMERICAN

INSURANCE COMPANIES

& ZURICH INSURANCE COMPANY

. AMERICAN GUARANTEE AND LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY
ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd., Chicago, lllinois 60604, Phone: 922.3124

QFFICES IN: Mew Yark, Boston, Mew Haven, Buffalo, Latham, N.Y.,
E. Orange, Philadelphia, Pitlsburgh, Ballimore, Greensboro, Savannah,
Allanta, Richmond, Canton, Cleveland, Cincinnati, Toledo, Detroit, Grand
Rapids, Minneapolis, Milwaukee, Chicago, Jackson, New Orleans, Dallas,
Houston, Des Moines. St Louis, Kansas City, Seattle, Sacramento,
San Francisco, Fresno. Los Angeles, Phoenix.

€ 1969 Zurich-American Insurance Companies

can be determined and replacement schedules estab-
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adjustments appraisals filings

JAMES C. GREENE COMPANY
GENERAL INSURAMNCE ADJUSTERS
Home Office: 323 W. Morgan St., Raleigh, N. C. 27603. Hot line 919 832 6614

29 offices in North Carolina 15 offices in South Carolina

- o=

T NATIONAL

More offices More supervision

More adjusters More specialized service

write for brochure

Keeping your fingers crossed
1s a poor substitute for msuring
your semiconductor operation

with Fairfield & Elliseggr

State Street Bank Building, 225 Franklin St-eet, Boston.
New York. Montreal.

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.

info for hu

e Information on a line of fire
alarm equipment is now available
from the Standard Electric Time
Corp. Alarm-matic is a brochure
describing the basic control panel
module featuring low voltage op-
eration, automatic DC standby,
low voltage trouble signals and
station circuits which provide
positive trouble and alarm annun-
ciaticn. Modular components to
make up a variety of systems for
a variety of applications are illus-
trated and detailed. Dimensional
data and description of accessories
are also included, Request publica-
tion 263-A from the corporation at
89 Logan St., Springfield, Mass.
01101.

e EBS Management Consultants
Inc. offers a pamphlet entitled The
Captive—an Important Technigue
for Management. Nine general
questions on the captive insurance
company are answered and infor-
mation on EBS services is provid-
ed. For a free copy write the risk
management department of EBS
at 100 Church St., New York, N.¥.
10007.

e 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,
53201.

e The Variable Annuity is a
four-page item dealing with the
background of a variable annuity,
how it was developed, how it
works, and how it can be used. It
covers the operations of an annui-
ty investment—from the regular
cont-ibution made by the investor
while he is working to the com-
putation of the monthly income
he will receive when he retires.
The literature is free on request
from the Product Dept., Continen-
tal Assurance Co., 310 3. Michi-
gan Ave., Chicago, Ill. 60604.

e Those responsible for safety
in plant operation will be inter-
ested in an item from Lansing B.
Warner Inc. The brochure covers
two safety topics: Cutting and
Welding Can Be Made Safe and
Operate Power Lift Trucks Safe-
ly. A total of 17 safety precau-
tions are detailed and an explana-
tion of the Warner specialist and
loss prevention service is also giv-
en. A free copy is available by
contacting Russell K. Hedborn,
Marketing Mngr.,, Lansing B.
Warner Inc., 4210 Peterson Ave.,
Chicago, I11. 60646.

e A 640-page book, the result of
six years of research, examines
the investment policies, adminis-
trative practices, and holdings of
1,300 profit-sharing funds. Indi-
vidual fund growth and perfor-
mance and certain comparative
pension data are also presented in

Investment Practices, Perfor-
mance, and Management of Profit-
sharing Trust Funds. The book is
divided into two parts: Part I is
based on research done by the
Profit-sharing Research Founda-
tion (20 chapters) and Part II is
based on work done by profes-
sionals in finance, retirement fund
administration, insurance, mutual
funds, investment counseling,
stocks and morigages. The price of
the volume is $16 from the foun-
dation at 1718 Sherman Ave.,
Evanston, Ill. 60201.

e Single copies of Rain . . . Snow
. . . Floods Hamper Firemen! are
free from S. G. Johnson, Im-
proved Risk Mutuals, 15 N.
Broadway, White Plains, N. Y.
10601, The four-page brochure
discusses the fact that floods and
fires go hand-in-hand and tells
what to do before and during a
flood. Precautions for flooded
buildings and tips for safety
through long-term planning and
maintenance are highlighted.

e Stewart, Smith has published
an S.E.C. Liability Insurance
brochure to help protect those
concerned with the public offer-
ings of securities. It explains the
nature and regquirements of the
Federal Securities Acts of 1933
and 1934, the scope of liability
insurance coverage and why it is
needed. Supplies of the brochure
c¢an be obtained by insurance bro-
kers and agents from any Stew-
art, Smith office in New York,
Chicago, Los Angeles, Philadel-
phia, Boston or Miami.

e Prestressed Concrete Resists
Fire! is a 10-page brochure de-
scribing the material’s inherent
resistance to fire damage and the
insurance cost factors involved in
its use. Building problems are also
covered in the literature and a
table illustrates insurance costs
for four typical buildings which
use prestressed concrete. Write
the Prestressed Concrete Institute,
205 W. Wacker Dr., Chicago, Il
60606.

e The Administration on Aging

‘has released a publication entitled

Handle Yourself with Care. The
46-page book is an instructor’s
guide for an accident-prevention
course for older Americans and
would make a useful employe
handout or could be explained in
classes through the company per-
sonnel or benefits department.
The item is 50¢ and is for sale
through the Superintendent of
Documents, U. S. Government
Printing Office, Washington, D. C.
20402.

s Don’t Be Half Imsured is of-
fered free by Lansing B. Warner
Inec., 4210 Peterson Ave., Chicago,
I1l. 60646. The literature is di-
rected toward the corporate in-
surance manager and discusses in-
flation’s effects and the subject of
coinsurance. Write the company in
care of Russell K. Hedborn, mar-
keting manager.

e A 40-page case study of a
profit-sharing program has been
published by the Center for the
Study of Productivity Motivation
at the University of Wisconsin.
The Utilization of a Total Systems
Incentive: A Case Study of a Cash
Profit-sharing Program at Merrill
Manufacturing Corp. costs §1 and
contains interviews with company
executives, professional, office
supervisory and plant employes
plus an analysis of results of the
program. The center also publish-
es a gquarterly Productivity Letter
free on written request. The ad-
dress to write is Rm. 856, Var
Hise Hall, Madison, Wis. 53708.
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¢ 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, ¥. 10001,

e Four illustrated items -are
available from Honeywell Auto-
mation, Minneapolis, Minn, 55408.
They are: The Honeywell Vibra-
tion-detection System; The Honey-
well Audio-detection System;
Honeywell Secret Sentry Capaci-
tance Detector; Honeywell W8§40
Five-zone Alarm Receiver. Liter-
ature has also been released on a
single-zone, consolette alarm re-
ceiver, the WR40E.,

e Buyers of benefit plans will be
interesfed 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 information on quantity prices,
contact the publisher.

e Information Management for
Financial Industries is a 10-panel
brochure from Moll Asscciates
that explains how information
management techniques can help
a firm use all its data to best ad-
vantage. All the techniques men-
tioned are geared toward making
data relevant and useful in terms
of realizing corporate goals. For a
free copy contact Moll at 372
Main St., Watertown, Mass. 02172.

e When a disaster hits a plant or
factory, what is done in the pre-
cious few minutes before public
assistance arrives makes the dif-
ference between life or death and
serious loss or preservation of
property. Emergency Organiza-
tions for Industry and Commerce
tells how to organize, staff, equip,
train and maintain in constant
readiness an emergency organiza-
tion capable of coping with the
situation. Free copies of the book-
let may be obtained from the
Combined Property Depf., Kemp-
er Insurance, 4750 N. Sheridan
Rd., Chicago, I1l. 60640.

e Information on the Reid Re-
port is free from John E. Reid
and Associates, 600 S. Michigan
Ave., Chicago, I11. 60605. The re-
port was developed for use as a
written examination in conjunc-
tion with or in place of polygraph
(lie detector) tests in screening
employes for jobs necessitating a
high degree of honesty. The initial
information explains attitudes to-
ward honesty and application of
the report and contains comments
from various companies that have
used it in hiring employes.

e The public information office
of Underwriters’ Laboratories Inc.
has made available an illustrated
brohure that explains how = the
non-profit laboratory tests for
public safety. The literature ex-
plains the significance of the UL
symbol on a product and how its
use is carefully controlled, For a
free copy, contact the public in-
formation office at 207 E. Ohio
St., Chicago, 11, 60611.

e Engineering representatives of
the Glens Falls Group have em-
barked on a program of develop-
ing loss control and safety pam-
phlets. Engineering personnel
across the country will write pam-
phlets on topics with which they
have had experience. The first
booklet to be printed is Safety for
Electric Utility Linemen. For in-
formation contact the group at
Glens Falls, N. Y. 12801.

Airline held liable for confirmation

CHICAGO—If you have a con-
firmed reservation on an airline
flight, but are refused transporta-
tion because the flight has been
oversold, ycu may sue the airline
for damages. You may do this

‘even .thougn you have received

“denied boarding compensation”
in accordance with Federal Avia-
tion Administration regulaticns—
if a recent decision of the U.S.
district Cougt for Northern Illinois
is upheld.

Ruling in the case of Mortimer

v. Delta Awr Lines, the court said
the FAA regulation is no bar to a
civil damages suit. It overruled
the contention of the airlines that
these regulations barred civil suit.

‘The ruling was, in part: “For
two reasons, this court cannot
agree.

“FIRST, THE basis of this ac-
tion is not breach of contract of
carriage. which is the bssis of
denied boarding compensation,
buf rather violstion of the anti-

discrimination and preference sec-
tion of the Federal Aviation Act,

“Denied beoarding compensation
i payable to a person who does
reot fall within the exceptions not-
ed, regardless of whether he has
been the victim of discrimination
or undue preference. If, for ex-
ample, a flight is inadvertently
oversold the passenger with the
least priority, who is barred from
the flight, is entitled to denied
boarding compensation, if no sub-
stitute passage can be arranged

within the limits of the regula-
tions . . . even though no unfair
or discriminatory act has been
practiced against him . . .

“With respect to punitive dam-
ages, the court will only note at
this time that deterring similar
actions in the future is of little
significance in justifying their
award since administrative relief
is available to insure that end,
This is not to say, however, that
punitive damages would never be
available.” ]

An crerator raspomding to an alarm sigral ir ¢ =
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_ oUr concern
IS your protection

I

| ADT, the Concern that provides

t 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

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

And because of the premium reductions granted
by underwriters in recognition of ADT service,
you can effect considerable insurance savings.

commercial
properties throughout the country are 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:

I@
AD 155 Sixth Ave., New York, N.Y. 10013

and institutional

Risk managers with a sense of security specify ADT
.. the protection Concern.
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3M's safety setup brings major insurance saving

By ROBIN MENZ SUHRBIER

ST. PAUL, Minn.—A large di-
versified manufacturer here has a
nearly foolproof formula for its
safety program—solid construc-
tion, good safety design of build-
ings and healthy attitudes by its
employes equal a reduction of ac-
cidents and a return on its work-
men’s compensation premiurm.

The 3M Co. uses this formula as
a basis for developing its safety
program, which is as diverse as
the company itself. The firm, ac-
cording to W. R. Anderson, super-
visor of safety engineering, be-
lieves that it “can’t eliminate one
part of the formula and still
achieve the same results.”

Both Mr. Anderson and George
B. Dyball, division safetv engineer
for the Electrical Products pro-

William S. Anderson
duction group, pointed to the ex-

cellent safety records of 3M
plants. At one site there has not
been a time-los: accident in seven
years and another location is ap-

proaching six years without a
time-lost accident.

THE FIRM mairtains that safe-
ty is a line responsibility and that
technical personnel at each plant
are directly responsible for safety
of cheir employes. Mr. Anderson
explained that there’s no one
standard safety program for the
ent.re company but that safety
programs are in direct relation to
the needs of individual divisions
or plants.

With such a diversified compa-
ny, there are certain hazards com-
mon only to one plant or one
groan of plants. It's up to the
plant manager, with the aid of the
safety engineering department, to
identify his part:cular hazards
anc then to develcp a safety and
loss prevention program around

George B. Dyball

those hazards.

In its manufacturing processes,
3M employs the use of several
caustic and flammable chemicals
or compounds, which must be

- Can your company
profitablysetup
its own insurance

J h & H- y .
In'major cities in the United States, Canada, around the world, and at 6 \Wall Street, New York.gg

company?

Even though we're best known as brokers, J&H
has helped organize and has also managed cap-
tive insurance companies for over 20 years. There-
fore, we're in a position to give you not one, but
two answers to the question of owning your own
insLrance company: ‘‘Yes." And “'no.”

This is neither facetious nor flippant. To
meet the particular needs of some clients, our
ansaer has been “‘yes."” We have then helped to
organize and have often aided these clients inthe
management of their insurance companies.

In other cases, our evaluation has indi-
cated that setting up a captive company is not in
the client's own best interests. So we have de-
visec another, and better, solution. We have no
special axe to grind.

To us as brokers, a captive company is
simaly one more way to handle a corporate insur-
anc2 program. ‘Ne examine every aspect impar-
tially. Objectively. In the light of your industry’s
instrance needs. And in the light of achieving
maximum profitability for you.

So whether it's “'yes"” or “no,"” you can
be sure of one thing: Our answer will be based
solely on what is demonstrably best for you.

Our approach as insurance brokers and
employee benefits consultants has one aim—
protecting your profits.

properly used by alert and well
trained employes. The chemicals,
compounds and other " materials
must also be used under proper
working conditions.

Mr. Dyball mentioned that each
material is properly identified as
to storage requirements and each
storage location is likewise identi-
fied as to what can be stored
there.

THE COMPANY works either
within or exceeds the boundaries
of the National Fire Code. 3M is
in the process of adopting the Na-
tional Fire Protection Assn.'s haz-
ardous signal code. By reading de-
cals placed on the sides of trucks
barrels, and drums, fire fighters
can tell at a glance the potential
danger of the contents and just
how to react in case of emergency

Industry is working with the
NFPA adopt the practice of this
method. Mr. Anderson contended
that “it's industry’s responsibility
to develop solutions to problems
that apply throughout the U.S."

An employe’s particular job
classification and the materials he
handles determine the extent of
his safety protection. In some
plants there exist more rigid dress
rules than in others. When a
specific type of safety dress is
required the company aids the
employe in buying it.

Both Mr. Anderson and Mr.
Dyball agreed that program effec-
tiveness depends on the way in
which “you stress to the employe
the need for abiding by safety
standards. We don't talk in terms
of safety glasses and safety shoes
but of eye protection and foot
protection. And we don’t preach
to them; we want to give them
concrete ideas from which ftc
build attitudes.”

Continued on page 5¢

'‘Oh! Calcuttd’

Continued from page 3
problem filling his or her spot.”

ACCORDING TO Mr. Tobias
the show is insured entirely by
domestic companies.

“It (the show) is not the most
desirable risk,” he said. “No in-
surance company wants to be as-
sociated with it because of its na-
ture. Secondly, insurance compa-
nies fry to avoid musicals where
there is considerable dancing be-
cause of the potential hazards.”
He indicated also that the insur-
ers, when they wrote coverage for
“Oh! Calcutta!,” probably didn’
know what the show was abouf
nor the controversy it would
cause and thus might not be sc
amenable to renewing coverage
were their names now associated
with the production.

Mr. Tobias added that costs of
insurance on Broadway shows
was remarkably low considering
some of the risks involved. He
said “Oh! Calcutta!” was in-
sured in total for “about $1 mil-
lion” ‘and the premiums per year
are only “$3,000 or $4,000.” He
added that these were not the
precise figures but fairly repre-
sentative.

“I'VE WRITTEN some rather
unique coverage for show busi-

ness,”” Mr. Tobias said, “but
there’s nothing really special
about “Oh! Calcutta!” I han-

dled a rain policy when Barbara
Streisand had her concert in Cen-
tral Park. The policy said some-
thing like it had to be nice for
three days out of four. The for-
mula was wild.”

Apparently, one must conclude,
the formula for writing insurance
on a nude revue in New York i:
not as wild. Just the show is. &




The difficulty in selling our EBP plans is finding ways
to occupy your extra time.

With most individual policy pension or profit-
sharing plans, an agent really has to work for his money.
Before and after the sale.

But with our EBP marketing program, you can
leave the details to us.

The program contains the approach, the presenta-
tion, contracts, underwriting and services specially
designed to meet your client’s needs. Our highly trained
staff at the home office is alert to all current develop-
ments and is readily available to answer all your
questions. Our staff tailors each plan and takes over

much of the detail work after the sale is closed, including
employee communications and IRS reports.

In short, Mutual Benefit’s expert assistance is at
your disposal before, during and after the sale.

All of which should give you more time for other
business. Or for pursuing your outside interests.

For more complete information, contact your
nearest Mutual Benefit General Agent.

MUTUAL BENEFIT LIFE

THE MUTUAL BENEFIT LIFE INSURANCE COMPANY/NEWARK, N, J./SINCE 1845
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dates for buyers

Sept. 15-17, J, H. Wiggins Co., Effects of sonic bocm, O'Hare Inn, Des
Plaines, I11.

Sept, 22-26, Americar Management Assn., Fundamentals of employe
benefit management, American Management Assn. Bldg., 135 W. 50th
St., New York, N.Y.

Sept. 25-26, Management Seminars Inc., How to create and manage
a captive insurance company, Biltmore Hotel, New York, N. Y.

Sept. 28-Oct. 1, National Foundation of Health, Welfare & Pension
Plans, First conference for public and municipal employes, Royal So-
nesta Hotel, New Orleans, La.

Oct. 17, Northern California Chapter of the Scciety of Chartered
Property and Casualty Underwriters, All-industry day, Hilion Hotel,
San Francisco, Cal.

Oct. 23-24, Management Seminars Inc., How to create and manage
a captive insurance company, Rice Hotel, Houston, Tex.

Nov. 18-20, National Fire Protection Assn., 1969 fall conference, Den-
ver Hilton Hotel, Denver, Col.

Dec. 8-10, American Management Assn., Advanced telecommunica-
tions, Barbizon-Plaza Hotel, New York, N.Y. :

Dec. 17-19, American Management Assn., Corporate aircraft, Ameri-
can Management Assn. Inc., 135 W. 50th St., New York, N.Y.

Four men indicted for using phony
key-man life policies as

NEW YORK—A Federal grand
-ury has indictéd an Oklahoma
insurance company president and
-hree directors of two New York
corporations on charges of using
shcny key-man life insurance pol-
-cies as collateral for bank loans.

Tre scheme, allegedly netting
the three executives more than
$500,000 in fraudulent loans from
five banks, was worked by ex-
changing shares of financially
croubled Tintair Ing. for more than
30 single-premium life policies,
which were than used as collateral
for loans.

A source at the New York insur-
ance department tcld Business In-
surance that “in ell my years of
axamining the books of New York
companies, I've never heard of any

company accepting anything but
cash for premium payments.” He
said that the law is *a little bit
ambiguous” about whether it's
okay to take other than cash for
insurance policies.

THE 17-COUNT indrctment
charged that the president cf
Tulsa-based Community National
Life Insurance Co., Jimmy Ryan,
issued the key-man policies on the
lives of three officers of AIC
Corp. and Intercoastzl Investors
Co. The policies had a face value
of $2.5 million and were repre-
sented to the banks as having a
cash surrender value of $1.5 mil-
lion.

But the indictment said that
Mr. Ryan and the three corporats
officers had a secret agreement

Who said all insurance
markets are the same?

Tradition can mean a devotion to the past at the
expense of the future. Tradition without imagination

can be costly or even fatal to an enterprise.

We at Leo B. Menner & Company have a special
tradition—non-conformity! We like to feel that when
someone gets out the old slide rule and the old rule
book and says: “Interesting idea, but we couldr’t do
anything like that,” we ask, “Why not?”’ Rules ere
made to follow, not lead. Rulss are merely what’s left

when originality runs out.

We pride ourselves on thinking fresh and bola axd
big. On every risk we provide the answer in a hurry.
We search for ways to help zgents and brokers serve
their clients better. Day in and day out we give them

the necessary tools to finish the job.

No. . .all insurance markets are not equal.

Menner has the imagination to master the BIG ones!

REINSURANCE EXCESS ANDSURPLUSLINES

LEO B MENNER & COMPANY, INC.

LED B. MENNER IN WISCONSIN, INC.)

(LEO B. MENNER IN KENTUCKY, INC.)

INSURANCE AT

HARTFORD BUILDING
CHICAGO, ILL'NOIS 62606 . (312) 782-1636

100 S. WAZKER DRIVE

“"America's Outstanding Insurance Market"

collateral

that the policies would actually
have no cash surrender value
until the policyholders paid cash
for the insurance by repurchasing
some 700,000 shares of Tintair

-stock, then selling at between $2

and $3 a share.

Assistant U.S. Attorney Edward
M. Shawn, who presented the case
to the grand jury, said that the
three executives obtained $96,-
000 from the Chase Manhattan
Bank here, $300,000 from the
Cleveland Trust Co. and $50,000
each from the Kingston Trust Co.,
the First National Bank of Litch-
field, Conn., and the Community
State Bank & Trust Co., Linden,
N.J.

Mr. Shaw said that Mr. Ryan's
wife, who operated the Ryan
Insurance Agency in Tulsa, was
given large commissions by Com-
munity National as the agency of
record in the sale of the key man
policies,

Community National was de-
clared insolvent by a Federal judge
last July and placed in the hands
of the Oklahoma state insurance
commission, Mr. Shaw said, and it
is attempting to rehabilitate the
company.

' Mr. Shaw declined to say
whether two other insurers—Fi-
nancial Security Life of Phoenix
and State Fire & Casualty Co. of
Miami, which are both under
scrutiny in their states for similar
loan schemes—will figure in the
grand jury investigation. ]

Bell urges
voluntary
rehab plans

SAN FRANCTSCO—Roy J. Bell,
administrative director of the Cali-
fornia division of industrial acci-
dents, has urged all 200 compen-
sation carriers under the division’s
jurisdiction to adopt voluntary
rehabilitation programs.

Of the 200 carriers, Mr. Bell
said, 146 so far have made no use
of the voluntary program and 10
have used it “only to a slight de-
gree.” He urged presidents of the
156 companies to review their ac-
tivities “to see that you are doing
everything possible in offering re-
habilitation services.

“The workmen’s compensation
study commission,” he pointed out,
“recommended a mandatory reha-
bilitation system. The legislature
chose to give you the opportunity
of operating under a voluntary
plan-fi .

Denenberg . ..

Continued from page 2

is felt, Dr. Denenberg said, that
the insurance industry is unaware
of the work of the academe.
Another area of interest, ac-
cording to first results of the
questionnaire, is an expansion of
the already popular risk-theory
seminars, sponsored by the ARIA.
Dr. Denenberg hopes to im-
prove communication among mem-
bers by pub'ishing a newsletter,
besides “bringing younger people
into the group and bringing theém
in faster.” He has already appoint-
ed some students to committees.
Harold C. Krogh, professor of
business administration at the
University of Kansas was chosen
president-elect while Bob A.
Hedges, professor of insurance
and risk, and associate dean of
the School of Business Adminis-
tration at Temple University, was
named vp. =
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Trade show theft losses are 'national epidemic’

By CAROL RATISHER

CHICAGO—Trade show exhibit
managers here and in major cities,
across the country are charging
that heavy theft losses running
$150,000 and more per show are
fast becoming a national epidemie.

Managers of many of the large
expositions around the country
are growing increasingly vocal in
complaints against costly and
inefficient guard services, indif-
ferent exhibition hall manage-
ments and highly organized and
efficient trade show theft opera-
tions.

“Pilferage for us and probably
every other trade show in the
country is the number one prob-
lem,” Dolph Zapfel, managing
director of the National House-
wares Manufacturers’ Assn., Chi-
cago, said emphatically. “It’s a
national epidemic.”

MR. ZAPFEL, manager of the
association’s two annual shows,
which are among the largest in
the country, held that trade show
thefts in Chicago and elsewhere
are smooth professional operations
and that increased guard protec-
tion is not the answer,

“We're spending $25,000 today
for so-called security for a major
show against about $5,000 a few
years ago, and our losses are at
least 400% higher,” he said. The
association, he added, has tried
“all” the guard services and found
that none is more effective than
the others.

“You could spend from $50,000
to $100,000 on guards and still
lose half your show,” Mr. Zapfel
said.

William Youngclaus, managing
director of the National Remodel-
ers Assn., New York, responsible
for the group’s $85,000 annual
show, added that the theft prob-
lem has been aggravated by fire
regulations passed after fire de-
stroyed the McCormick Place ex-
hibit hall in Chicago in early
1967.

AFTER THE McCormick Place
fire, he said, Chicago and most
other large cities no longer per-
mitted doors to exhibit halls to be
locked from the inside after
hours, a fire safety measure for
workers remaining in the building
into the evening.

This has resulted in a marked
increase in thefts by cleaning, re-
pairing, painting and other sub-
contractor groups working in the
exhibit hall after hours, Mr.
Youngclaus said.

NEW YORK—There may have
been a time when the men who
put on trade shows only worried
about the supply of Scotch and
small plastic name tags—but to-
day’s show backers are also
thinking about floods, earth-
quakes, riots and epidemics.

Trade Show Insurance Consult-
ants, a subsidiary of Richard
Thomas Agency and general agent
for Firemen’s Fund American, now
offers show exhibitors property
and business interruption policies
covering every mishap from nat-
ural disasters to blackouts and la-
bor strikes.

The company came on the trade
show scene in the wake of Chica-
go’s disastrous McCormick Place
fire in January 1967, where more
than 1,200 exhibits at a National
Housewares Exhibit were de-
stroyed, Richard Sklover, the 35
year old owner of the company
explained.

Peter Nathan, a vp at Clapp
and Poliak, New York, an indus-
frial and commercial show man-
agement firm, said that “organ-
ized groups of criminals have the
trade show thefts down to a pret-
ty cool science.”

The guard service bills are run-
ning an average of $20,000 for a
major trade show, Mr. Nathan
said, and the firm paid just under
$50,000 for guard protection at the
two-week Photo-Expo '69 at the
New York Coliseum in June.

HE COMPLAINED that the
shows get very little cooperation
from exhibit hall management in
the area of security, with doors
that don’t lock, a lot of master
keys out and other problems. The
exhibit hall managers are not
held responsible for thefts, and
have little incentive to seek a sol-
ution to the problem, he said.

There is also an architectural
problem, Mr. Nathan said. Many
large exhibit halls have not been
designed with a true understand-
ing of the needs of the shows, and
one of the shortcomings is in the
area of safety and security.

In addition, the security serv-
ices available are poorly run, and
guards have been ready to look
the other way when threatened
by well-organized looters carrying
out merchandise, he said. The low
pay makes it impossible for the
services to attract better workers
and also discourages the guards
hired from taking unnecessary
risks for the sake of the job.

In Chicago the problem is so
serious that last month members
of the Chicago chapter of the Na-
tional Assn. of Exposition Manag-
ers met with repesentatives of the
Chicago Convention Bureau, the
police department, the FBI, the
hotel and motel association and
exhibit hall managements to dis-
cuss the trade show security cri-
sis.

y

Entertainment often sidetracks the

Leonard Abrams, exposition
manager of the American So-
ciety of Tool and Machine Engi-
neers, Chicago, stated at the
meeting that property worth more
than $150,000 was stolen during
the organization’s 1967 show at
the Chicago Amphitheater. A con-
tractor at the show lost two lift
trucks, worth about $15,000 each,
and a two-ton milling machine
stolen was later found in a shop
in Cleveland.

The machine engineers’ 1969
show at the Chicago Amphithea-
ter again saw a property loss of
$150,000, despite a substantial
$35,000 spent for guard service,
Mr. Abrams said.

The Chicago security meeting
brought a recommendation that
the Chicago Convention Bureau
appoint a full-time law enforce-
ment official to work on the secu-
rity problems at Chicago hotels
and exhibit halls. Ancther recom-
mendation directed the Chicago
Convention Bureau to ask the
mayor’s office to bring the prob-
lem to the attention of the labor
unions.

This last recommendation, ac-
cording to one exposition manage-
ment source, i1s the central issue
in the security crisis. The plumb-
ers, cleaners, carpenters, team-
sters and other union subcontrac-
tors account for the major share
of the theft rise, he-contended.
The mayor’s office, he said, must
convince the unions “to straighten
out this mess” or many of the
larger expositions will not bring
their shows into Chicago, he said.

THE NEW 390 million Me-
Cormick Place Center now under
construction on Lake Michigan in
Chicago and scheduled for fall,
1970, completion is one of the few
exceptions trade association man-
agers make to their gripes with
indifferent hall managements and
inadequate security facilities.

aitention of those responsible for

guarding against theft at trade shows.

Trade show insurance covers
blackouts, labor strikes and riots

not only to the housewares group,
but to more than 20 other exhibits
booked into the hall for the next
several weeks. These exhibitors
lost the year’s sales they had
counted on the show to produce,
and many new or smaller compa-
nies who were unable fo hire
salesmen and sell customers indi-
vidually were wiped out.

TRADE SHOWS are the life
blood of some 200 to 300 indus-
tries,” Mr Sklover explained. The
giftware, hardware, apparel and
other industries ne longer depend
on salesmen, and many companies
in these and other fields must sell
at their industry’s annual show or
not sell at all.

The associations sponsoring the
shows also depend on them for
survival, Mr. Sklover said, since
dues normally do not cover ex-
penses, and the operating budgets
for the associations come from
profits made at the annual show.

Trade Show Consultants has
developed three standard forms
providing varying degrees of pro-
tection to the associations and ex-
hibitors participating in trade
shows.

A regular liability policy cover-
ing the sponsoring group Or asso-
ciation during the course of the
show in the amount of $1 million
costs $264. Additional cover can
also be arranged. Most hotels and
exhibition halls require liability
insurance, and it is carried by
virtually all trade show groups.

A hold harmless clause ex-
empting the city from liability
may be added at no additional
cost if the show is held in a public
hall, Mr, Sklover said.

AN ALL-RISK business inter-
ruption policy protects expected
net income and unrecoverable ex-
penses from cancellation caused by
physical damages to the property

Continued on page 40

Ed Lee, general manager of
McCormick Place, firmly believes
that security must be a coopera-
tive effort on the part of both the
convention hall and the sponsor-
ing association.

“Some events are now spending
as much as $50,000 for guards in
exhibit centers without properly
engineered facilities,” Mr. Lee
said, and getting poor results, “It’s
like putting a lock on a paper

ba_g-”

The new McCormick Place cen-
ter will oceupy 10 acres and con-
fain 2,330,000 square feet of floor
space, or twice as much space as
the exhibit hall it replaces. The
building will be equipped with a
total of 2,000 censoring points and
329 closed-circuit tv cameras, in-
visible light beams and other me-
chanical security devices.

Continued on page 46
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Risk managers watch for signs
of broker-insurer war in England

LONDON—Risk managers are
watching in Britain for new signs
of any war that may break out
oveér brokers’ commissions between
the well established brokers and
the major insurance companies, If
there is a dispute, there would be
a shakeup of the market that
would be bound to affect indus-
trial and business corporations sig-
nificantly as far as their insurance
managers are concerned.

The lull in the battle, which
began four months ago, is based
on an uneasy truce between the
parties involved, represented
mainly by the British Insurance
Assn. and the Assn. of Insurance
Brokers.

They got involved deeply in the
problem just when Commercial

Union, which has big U. S. inter-
ests, agreed to accept insurance
underwriting direct from a big
engineering corporation, and con-
templated a similar deal with the
British Leyland automobile group.

BEFORE THIS happened the
BIA had already been examining
the possibility of cutting out bro-
kers’ commissions so as to reduce
costs in a market already badly
hit by fire losses. They aimed at
quoting premiums over $2,400 net
of commission.

But brokers, who feared that
they might be forced to get their
commissions from their clients as
a result, hit back. They knew this
step might rob them of business
that could be placed direct if

many industrial firms chose to do
$0.

So this fall they will in many
cases firmly ask the big British
insurance companies the vital
question: Are you going to contin-
ue to use brokers, or are ‘you
going to cut us out? This will
happen when renewal of policies
comes up, as far as the AIB is
concernad.

For zhe powerful British Insur-
ance Association, whose members
transact over four-fifths of domes-
tic British insurance, zave a non-
committal decision when chal-
lenged by the brokers last May
and June.

THE OUTCOME could be the
use of the basic fee system be-

tween clients and brokers in the
UK.

The BIA stated: “The move to
study net premiums in intended
merely as a first step in a dia-
logue which might lead to some
review of the basis of remunerat-
ing intermediaries. There has
since been contact with represent-
atives of the principal broking or-
ganizations, when it became clear
that the basic rate concept would
not be generally acceptable. The
company market ackncwledges
the importance of the role of bro-
kers in the insurance industry.
Further discussions cn tais, and
other connected matters, are ex-
pected to take place within the
industry.”

A spokesman for the Associa-
tion of Insurance Brokers ex-
plained: “All this means is that
BIA has withdrawn from the
whole issue, and allowed any in-
dividual] company, or small section
of the market, to discuss the posi-
tion individually with brokers.

A great new idea in insurance:
Automatic protection
erosion of values

y inflation!

Described in interview with Leslie P. Schultz, C.L.U.
President, Bankers Security Life Insurance Society.

Q. Your new term policy is called Vanguard One. How
does it work?

A, Its basics are simple. And that’s one reason it’s so
outstanding. The face value of the policy increases as the
Consumer-Price Index rises. But here’s the big advantage
to you as the policyholder: the premium remains level in
spite of any increase in the benefit.

Q. Is there a limit to the face value increase ?
A. Yes, but it’s quite high. Your insurance coverage can

increase by as much as 25%, in a four-year pericd. No
limit on total increases.

Q. Are the premiums ever readjusted?
A. This is a four-year renewable and convertible term
policy, so we review the Consumer-Price Index every
fourth year. But during the four years preceding, you do
not pay an extra premium for the extra inflation-protect-
ing coverage you get. After each four-year period, you
may continue the policy at the increased level and

start the premium for that level . . . or you may go |
back to the original face amount and pay only the

appropriate renewal premium.

Q. What other features does Vanguard One have?

A. It’s convertible to permanent insurance up to age 65
. and without evidence of insurability. It has a guar-

anteed retirement “pour in” option. That means you may

set up a lifetime annuity at rates guaranteed when you

first purchased your Vanguard One policy.

Q. Vanguard One is not only new, but I gather that it’s
a very timely idea.

A. Tt certainly is! We now have a policy that helps solve
a problem faced bv every insurance owner. . . the erosion
of insurance values by inflation. On top of that, Vanguard
One is so flexible that it will help meet many of your
future needs. It's maximum protection at minimum cost.

To get complete details, and all of the other unusual facts
about this new concept in life insurance, contact your
insurance broker. Tell him to call Bankers Security for
the just-released Vanguard One information kit. 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

“Some of them are broker-ori-
ented, but others are non-commit-
tal, and we are concerned that
some of the bigger companies may
go it alone in cutting out broker-
age if possible.”

PROMINENT U.K. broker Gor-
don Biggs put his position this
way: “Brokers act as independent
intermediaries in a continuously
changing and enterprising market.
They have contributed much to
the expansion of British insurance
throughout the world, including
many new forms of cover. I am
convinced they play such an es-
sential role for commerce and in-
dustry that they have little to
fear.”

But in the fight to cut costs, bro-
kers know they will lose out un-
less they can keep up their repu-
tation for competitive ftrading.
This might mean working for a
set fee, or adjusting their commis-
sion rates so as to meet the needs
of insurance managers.

The scheme will not apply to
brokers directly serving Lloyd’s
underwriters, who traditionally
never deal directly with the public.

All insurance at Lloyd’s is done
in the underwriting room, and in
any case it holds such a unique
position in the world insurance
market that brokers are felt to be
an essential part of its market in
finding the best rates for the wide
ranges of coverage now demand-
ed.

As one leading insurance man
said: “The whole controversy is
bound to open up issues that will
be of vital importance to risk
managers and make their role in
British industry more valuable in
the future in. assessing how to
place insurance.” L]

TOVALOP

nearing fall
completion

LONDON—Plans for TOVALOP
(Tankers Owners Voluntary
Agreement concerning. Liability
for Oil Pollution) to come into
active operation by this fall are
now being rapidly completed,
Business Insurance learned in Lon-
don after reviewing its progress
toward its required aim for 50%
membership from world tanker
tonnage.

Arthur F. Tripp Jr., American
oil expert who is now based in
Britain as its administrative head,
said, “I am hoping to make an an-
nouncement shortly.”

This would signify that the first
stage of its progress toward volun-
tary indemnification for oil pollu-
tion is well on target, with formal
confirmation from the scheme’s
first international 51gnator1es being
imminent.

MEANWHILE MR, Tripp, for-
mer top executive with Esso Stand-
ard Eastern Inc, of New York,
who took over as managing direc-
tor of the International Tanker
Owners Pollution Federation Ltd.
from J. V. C. Malcolmson on Aug.
1, is settling down in his new
post with D. B. A. Ockenden, from
London, as his assistant.

Basic signatories to the agree-
ment for providing liability cover-
age to compensate national gov-
ernments for oil spills from tank-
ers were B. P. Tanker Co. Ltd,,
Esso Transport Company Inc.,
Gulf Oil Corp., Mobil Oil Corp.,
Shell International Petroleum
Company Ltd., Standard Oil Com-
pany of California, and Texaco
Inc.

New signatories from wvarious
major countries will bring the
effective total to at least 50% of
world tonnage, so that all nations
will shortly be officially informed

Continued on page 39
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Japanese limits too low
for nuclear power plants

TOKYO—Japanese electric
power companies, having em-
barked on a program of nuclear
power plant construction, have
found that domestic limits are too
low and are considering self-in-
surance in order to acquire the
coverage they will need.

Atternpting to keep up with
construction, and the increase in
the scale of nuclear power plants,
the Japan Atomic Energy Pool in-
creased the per-site limit (liability
plus property coverage) from $9.2
million to $10.6 million as of Au-
gust 1.

Whether available coverage will
keep pace with the industry’s re-
quirements remains to be seen,
however. Fourteen plants are
either under construction or sched-
uled for construction already.

THE ATOMIC Energy Commis-
sion (AEC) of the Science and
Technology Agency estimates that
Japan will generate 8 million kil-
owatts of power from nuclear
plants by fiscal 1975. An industry
forecast goes as high as 9.2 mil-
lion kilowatts by 1976.

Long-range forecasts place Ja-
pan’s energy requirements by the
year 2000 at ten times current
levels, and two-thirds of the sup-
ply is expected to be from nuclear
sources, according to Tasaburo
Yamada, a member of the AEC.

Energy consumption has been
increasing rapidly; in the five-
year period 1962-1967 the average
annual increase was 19.1%

For these reasons, Japan is
providing strong support for re-
search and development aimed at
breaking away from reliance on
American and British know-how.
Planned for the future are a fast
breeder reactor (output, 100,000
kilowatts; fuel, mixed uranium-
plutonium oxides) and an ad-
vanced thermal reactor (output,
200,000 kilowatts, to be completed
in 1973 and 1974, respectively, at
a total cost of $166 million.

THE POWER companies, how-
ever, have to struggle with high
interest rates, high costs of land
acquisition, local opposition (Ja-
pan’s so-called ‘“nuclear allergy”),
and the need to build earth-
quake-proof installations. For
these reasons, construction costs
are pegged at 10% to 20% more
than in other countries.

One plant is already in opera-
tion—at Tokai wvillage, not far
from Tokyo. The 166,000-kw plant
is operated by the Japan Atomic
Power Co., which supplies power
to the Tokyo Electric Power Co.
Construction was slowed by a se-
ries of mechanical problems, and
since operation was begun in 1966
there have been four fires at the
site, one of which was in the hot
ZONE.

A fire in the cold zone, which
broke out in a building owned by
the Fuji Electric Co., in Decem-
ber, 1967, resulted in a payment
of $2.94 million under property
insurance coverage arrangements.
(Japan’s limit ratio is 10.956%.)

Sets up new units

Cameron & Colby, Boston, has
formed Universal Services of New
England Inc., a wholly owned
subsidiary, to mass market em-
ploye benefit programs. The new
unit will offer benefit plans pro-
viding employes with permanent
cash-value life insurance. -

Aetna Life & Casualty, Hart-
ford, has acquired Civic Enter-
prises Inc, a Milwaukee-based
commercial finance concern. Aet-
na said the Civie acquisition will

enable it to serve the financial ,

needs of small businesses.

JAPC will complete another
plant this year at Tsuruga.. This
has led to what the industry con-
siders the first ‘“large-scale” in-
surance contract for nuclear pow-
er plants. From April this year to
September fuel stored at Tsuruga
will be behind the contract, which
is for $13.9 million for liability
and $34.2 million for property in-
surance.

JAPC required full-amount
coverage for the plant itself, for a
total of $66.6 million. Of this,
JAPC secured one fifth of $13.9
million worth of liability protec-
tion in Japan. Property coverage
is for $52.7 million, of which only
$7.8 million was procurable in Ja-
pan due to the pool’s limit. [ ]

ASSETS in CANADA?

When in Canada do you do as the Canadians do?

Believe it or not but some companies with heavy investments in Canada allow them to be
protected from afar. They have not yet reclized the advantages of dealing with local firms.

It goes without saying that anyone who invests in the Canadian economy has a right to a fair
return on their investment dollar. The same applies to their insurance premiums.

We suggest that E. A. Whitehead Llid., a Canadian insurance brokerage house is better
equipped to assist in the realization of a fair return on the premium dollar.

E. A. Whitehead Ltd. has been in business in Canada for over seventy-six years. It is owned
and managed by a relatively young, aggressive and experienced group of Canadians with
branches across the country. They also do business at the international level and have access to
virtually all leading world insurance markets.

To find out how really useful they can be why not write, phone or telex:

" E.A. Whitehead Limited,

Vice-President Production,
Suite 9250, Telephone: 514 878 4331
Place du Canada, Telex: 01 26461

INSURANCE

SINCE 1892

Montreal 101, P.Q.

Branches: Toronto, Calgary, Vancouver, Whitehorse {Yukon)
Associate Offices—world-wide as members of Insurance Associates an international brokerage facility.
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how much the Marine specialists at
@ actually have to know about
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No business infe-rrUp’rion claims
filed after Miami power failure

MIAMI—A spectacular power
failure that cast two million Flo-
ridians into darkness apparently
was. corrected quickly enough to
head off a rash of business inter-
ruption insurance claims.

Miami-area insurance men fail-
ed to come up with a single
business - interruption claim as a
result of the Aug. 5 outage, al-
though confusion over the cause
may have prompted some potential
claimants to hold off.

Insurance investigators are still
looking into the explosion of a
generator at Florida Power &
Light Co.s Cutler Ridge power
plant seeking to pinpoint the
blame.

WHAT THEY FIND may help

determine” who picks up the bill
for damage to the facility, esti-
mated at $2 million to $3 million.

“There are many policies in-
volved,” an FP&L source said of
the Cutler Ridge blast.

“At this point, w2 simply can-
not name the policies or the com-
panies involved. There are too
many things still up in the air.”

Litigation, it was suggested, may
be necessary to pinpoint responsi-
bility for the blast and a myste-
ricus power surge {nat seemed to
precede it.

ONE FP&L official has said the
trouble started with a failure at
the Port Everglades steam gener-
ating plant in neighboring Bro-

ward county. The failure spread
from that FP&L station to other
company bplants throughout South-
east Florida, he indicated. :

FP&L s Fred Brown said the
powe: loss first hit Por: Ever-
glades, 50 miles north of Cutler
Ridge.

Cutler Ridge’s four generating
units. operating near full capacity,
were supposed to shut off auto-
matically when the power surge
from Pori Everglades was felt.

“Tye No. 6 generator turbine
unit, however, had a malfunction
and did aot shut down,” he said.
“It took on the overload of work
and blew.”

SURPRISINGLY, nc one was
injured when the unit 12t go.

But the failure of that 165,000-
kilowatt generator immediately
overloaded other units in the area,
causing a chain-reaction blackout
as the generators shut down as
they were supposed to do to pro-
tect themselves.

The outage blacked out homes

and businesses from Lantana in

Palm Beach County 150 miles
south to Duck Key in the Florida
Keyes.

But FP&L hurriedly shifted
power from unaffected plants as
far north as Cape Kennedy and
restarted the undamaged plants,
permitting the restoration of pow-
er to virtually all areas within

. five hours.

“IT WAS SO short in duration
that grocery stores didn’t suffer
meat spoilage, for instance,” ex-
plained Jim Adams of Stembler,
Adams and Frazier in Miami.

“If the power had besen out for
several days, there would have

What a combination

PACIEIC EMPLOYERS GROUP of Insurance Companies (Asubsidiary ¢f Insurance Company of North America) 4050 Wilshire Boulevard, Los Angeles, Califernia 90006

been such losses.”

Mr. Adams, whose firm writes
quite a bit of business interrup-
tion insurance, said he knew of
“not a single claim” resulting
from the power failure.

Supporting that opinion were
Bill Carr, president-elect of the
Greater Miami Insurance Board,
and John Hancock of the General
Adjustment Agency in Miami.

“lI don’t think anyone knows
what caused the blackout,” said
Mr. Hancock. “Some say it was
due to lightening, some say explo-
sion and some say a mechanical
breakdown. This will have a lot to
do with whether any claims are
filed.”

“There are two or three ways
such a business interruption poli-
cy can be written,” explained Mr.
Carr.

“One would involve direct dam-
age to a building itself—lightning
would have to strike a building,
say, and the firm would have to
lose business as a result of the
strike.

“PROTECTION AGAINST a
general power failure would in-
volve a considerable additional
premium and normally it would
not be purchased by a small busi-
ness proprietor such as myself.”

Mr, Adams agreed that power
interruption coverage isn’'t sold
generally in the Miami area.

“Such outages here are gener-
ally caused by a hurricane,” he
explained. “If an entire power
plant is knocked out by a hurri-
cane, that wouldn't be a legiti-
mate claim anyhow. If power isn’t
available to anybody, you don’t
have a claim under on-premises
power interruption coverage. Off-
premises coverage would apply.

“You would be covered for on-
premises interruption only if a
storm knocked out the power as it
came in hot by damaging your
pole, as an example.” ]

Ceylon drops
government
cover plans

TOKYO—Japanese exporters to
Ceylon have been assured that
the Ceylonese government has
given up plans to require all goods
exported to Ceylon to be insur-
ed with the Government Insur-
ance Corp. of Ceylon. Ceylon
had considered preventing remis-
gsion of insurance charges from
Ceylon and adopting the require-
ment that all shipments be FOB
(free on board) or C&F (cost &
freight).

Japan exported $16.6 million
worth of goods to Ceylon in fiscal
1968, which was insured for $140,-
000" worth of premiums with
Japanese insurance companies, but
this amount alone was not the
full cause for alarm. It was feared
that if Ceylon went ahead, other
Southeast Asian countries might

- follow suit, to improve their for-

eign currency situation.

Opposition by Japan, West Ger-
many and other countries led tc
scrapping of the plans, but Ceylon
did decide that tea exported to
England for auction would have
to be insured with the govern-
ment’s corporation.

According to information re-
ceived here from Lloyd’s agent in
Ceylon, Aitken, Spence & Compa-
ny Ltd., existence of a similar law
in Japan was presented as one
argument for implementation of
the proposed plan in Ceylon.

Although Japanese companies
must secure ' the permission o]
the Minister of Finance to insure
domestic cargoes with foreign com-
panies, there is no legal restriction
on where a Japanese company has
to buy insurance for internationa
shipments. =
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Riot insurance still hard to come by
for individuals, most big cities in U.S.

By ALLEN M. WIDEM

HARTFORD—R iot insurance
ontinues to be elusive, expensive,
and the pattern shows little sign
of lessening.

A new survey by the Connecti-
cut  state insurance department
liscloses that some 150 property
ywners in Hartford alone have
seen unable to acquire, on the
spen market, extended coverage
on fire insurance to cover for
damages incurred during a riot.

These same 150 risks, in recent
months, have received riot insur-
ance from the FAIR (Fair Access
to Insurance Rates) program, a
pooling of all state insurance
agencies, now in use in 23 other
states and in the District of Colum-
pia.

BUT 66 OF the aforementioned
150 must pay as much as 70%
over the prevailing premium. The
remainder need not pay extra
premium.

A state insurance department
spokesman remarked that 70%
surcharges ‘“‘are not unreasonable
in light of the conditions of the
property.”

He attributed the added cost to
“housekeeping—highly flammable
trash in the backyards and torn
plaster that leaves electric wiring
exposed.”

Significantly, high-risk proper-
ties are distributed throughout the
city of Hartford; they are not nec-
essarily concentrated in any one
area.

FROM FAIR came the comment
that as of last May, riot insurance
cost was up 4% in Hartford, New
Haven and Fairfield.

Nationally, the picture is far
from resolved.

In Hartford, a municipal
spokesman remarked that half a
dozen insurance companies
threatened to cancel the city's
policies unless the administration
agreed to increased rates and
changes in coverage,

“We ended up paying $30,000 a
year more for about $1 million
reduction in coverage,” he added.

INSURED LOSSES nationally
from riots jumped from $1 million
(1966) to $67 million (1967) and
to $79 million (1968).

Robert Anderson, city attorney
for Berkeley, Cal.,, home base for
the University of California, re-
ported that the Berkeley riot in-
surance was cancelled on grounds
that the campus community was
“a particularly bad risk.” Disrup-
tions broke out in Berkeley as

ITU pension
$25 million

SEATTLE, Wash—The presi-
dent of the International Typo-
graphical Union told the labor or-
ganization’s 111th convention here
that “in less than three years we
have come from zero to $25 mil-
lion in the reserves of the ITU
industrial pension plan.”

Calling the growth “phenome-
nal,” John J. Pilch said that “nev-
er before in ITU history have so
many members benefited in so
short a time.” Today, he added,
161 local unions in the U. S. and
Canada have negotiated contracts
requiring more than $10 million
annually in employer contribu-
tions. Mr. Pilch said that 35,570
mermbers and employes represent-
ed by the ITU are now covered
under such contracts.

The union has had its own fra-
ternal pension program since
1508. [}

early as December, 1964.

He added that negotiations
were under way for new insur-
ance coverage, “bat with our rep-
utation for turmoeil, that’s not
easy.” (See page 39.)

-On the other side of the coun-

try, Philadelphia last paid riot in-
surance claims totaling $1.2 mil-
lion following 1964 disorders.

NUMEROUS claims have been
made since then under the same
municipal statute, but Philadel-
phia has not paid since conditions
were classified as vandalism rath-
er than as riots.

Newark, which witnessed a ma-
jor outbreak in 1967, has never
carried riot insurance.

After a riot in Milwaukee’s in-
ner-core city two years ago, bids
were sought on riot insurance.
One company, providing sole re-
sponse, urged a $500,000 deducti-
ple policy and a cost-plus arrange-
ment.

Milwaukee subseguently gave
up the idea of seeking coverage,
holding to the sole recourse under
Wisconsin law—asking for reim-
bursement through legal action
from the persons responsible.
(State law specifies that munici-
palities are liable for injuries to
persons or property caused by mob
¢r riot.)

RIOT INSURANCE is part of a
new fire and extended coverage

policy in-effect since last-April in
New Orleans.

The nation’s capitol has no riot
insurance as such. It has fire
and extended-damage coverage.
Wholesale cancellations of fire in-
surance in affected areas. followed
the April, 1968, Washington riots.
And rates jumped elsewhere in
the central-core city.

As a direct conseguence, the
District of Columbia placement
facility was established; the ap-
proximately 180 fire insurance
companies operating in the dis-
trict must be members, by law.

When a policy is now cancelled
or is unobtainable because of geo-
graphic location, the property own-
er can approach the placement fa-
cility, and, if otherwise qualified,

.Bet coverage.

THE PLACEMENT facility as-
signs the policy to a participating
company. Losses and profits are
shared.

The setup has answered a num-
ber of guestions, a Washington
government spokesman comments,
but there are still flaws. Burglary
and theft insurance in the 1968
riot areas cannot be obtained on a
vast scale.

A 1968 Michigan legislatively
established insurance pool—the
direct result of the Detroit riots
—has insured some 15,800 proper-
ties for a total of $378 million.

The nation’s number two and
three cities—Chicago and Los An-
geles—are self-insured against
riots.

It is expected that suits totaling
$10 million—a result, in the main,
of riots that followed the 1968
assassination of Dr. Martin Luther

.King, Jvr—will be dismissed as a

result of a recent Illincis supreme
court ruling. The decision, which
is retroactive, upheld the legisla-
ture’s repeal of the state’s mok
violence law, under which suits
were instituted. m

How skillfully they're used makes
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Some straight talk

lsewhere in this issue Business Insurance reports on the first phase

of a brave new experiment in straight talk between insurers and in-

sureds. In Wisconsin, the North Woods home of Employers Insur-
ance of Wausau, ten “thinking” members of the American Society of
Insurance Management did some eye-to-eye talking with top executives
of the insurance company.

Subjects under discussion were familiar ones: insurance market con-
ditions, service needs of large insureds, mass merchandising, the auto
insurance mess and insurance legislation.

But while the subjects were familiar, the approach taken at the meet-
ing did not follow conventional patterns. Instead of having the old
charade of an insurance industry representative tell his views to be
answered somewhere and sometime by a risk manager, the Wausau
meeting provided a forum at which there was direct confrontation with-
outf animosity.

Some of the risk managers who participated say that usually when
they talk with an insurance carrier’s representative they are in an ad-
versary relationship. They usually fight over costs of insurance con-
tracts or the settlement of claims.

At this meeting there was a spirit of talking everything out to deter-
mine how risk managers and insurers can work better together for
mutual benefit. Both sides agreed after the meeting that the straight-
talk session was friutful and instructive.

We think that William S. Mortimer, president of ASIM, deserves
credit for carrying out his pledge to bring about greater understanding
between insurers and corporate insureds. The Wausau session represents
the first step toward a better working relationship between parties who
exchange half of the nation’s insurance premiums and claims settle-
ments,

There should be more meetings between insurers’ executives and
risk managers of companies of all sizes. Until now, the nation’s insur-
ance companies have spent far too much time talking to themselves and
to their brokers and agents. The establishment of Business Insurance
nearly two years ago was a step in the direction of bringing about an
exchange of ideas between insurers and insureds. The Wausau confer-
ence is another useful step in that direction.

Thoughful executives of insurance companies should consider inviting
the American Society of Insurance Management to send a team of mem-
bers to a home office conference where there can be straight talk about
problems that trouble everyone.

Unexpected help

n July 7 we endorsed the establishment of a national information

center on marginal insurance operations that would inform corpor-

ate buyers of insurance and individual consumers of the status and
reliability of companies that solicit their business.

Now comes Florida Insurance Commissioner Broward Williams with
the suggestion that Federal safeguards are needed to prevent racketeers
from muscling into the insurance business. He cited specifically the
manipulation of over-the-counter stocks as a device used by the Mafia
to move into legitimate business. Mr. Williams also said that the Nation-
al Assn. of Insurance Commissioners is compiling information on under-
world operators for state insurance commissioners and for those law
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The new 1969 edition of the Statistical Abstract of the United States
contains thousands of figures fraught with meaning for corporate insur-
ance ouyers concerned about the protection of life and property. One
disturbing trend is cantained in the Public Health Survey's tally of ac-
cidertal deaths attrisuted to firearms. In the two years between 1945
and 1967 such deaths increased nearly 24%,. Guns are also involved in a
substantial portion ¢f 11,000 cases of murder and non-negligent man-
slaughter reported annually.

Source: U.S. Commerce Department's Bureau of the Census

enforcement agencies concerned about the entry of criminals into the
insurance business.

We submit that what NAIC is now doing is not enough. Criminals
have deeply infiltrated the insurance industry in several states under
the same techniques of vigilance that NAIC now proposes to use to get
rid of them. Some “Federal safeguard,” as Mr. Williams suggests, or at
least some national information clearinghouse is needed to protect the
public now from deeper penetration of wrongdoers in a business vital
to a national surviva..

Ready availability of information on marginal insurance carriers is
critically important to corporate insurance buyers who may inadvert-
ently spend substantial premiums for worthless coverage. Such errors
can mean not only dsllar losses but in some instances could cripple busi-
ness cperations,

Mr. Williams, kncwn as a strong advocate of state insurance regula-
tion, provides unexpected help for the Business Imsurance proposal for
national safeguards for insurance consumers. His suggestion should be
carefully considered by his colleagues in the National Assh. of Insurance
Commissioners. .

How much pilferage?

e weren’t surprised to learn that risk managers for some major

V& chain store operations don’t buy estimates by a detective agency

that $500 million in goods were pilfered by employes of the na-

tion’s chain stores last year as reported in Business Insurance, Sept. 1.
That's the size of losses that only hurricanes like Camille can cause.

But trying to find out what the annual losses resulting from pilferage

by employes really are is a thankless job. No one seems to know for

sure. Besides that, there are figures and there are figures—some real

and others “estimated”—there isn’t any authoritative central clearing

house for pilferage loss statistics. So maybe the detective agency esti-
mate isn’t far off base.

The best lesson that can be learned from such a situation is as old as
loss prevention itself. Whether it's safety, fire prevention or pilferage
control, proper maragement of losses can only be performed if top
management knows what the losses are and how they incurred.

This job, we suggest, can logically be performed by the corporate
risk manager. If his job can be defined as limiting the amount of money
lost tc his company -hrough insurance and loss prevention, then limiting
pilferage losses is part of his job. And to do such a job requires that
he first know what the size of the risk is.

Taking on such responsibility, which some risk managers have done,
better integrates the insurance buymg Zunction with total corporate
goals.

Thanks, Mr. Deric

ehind a facadz of gruffness and an odoriferous cigar, Arthur

Deric conceals a keen and creative mind, one that has contributed

much to the field of corporate risk management and employe bene-
fits administration. During the past nine years, Mr. Deric has capably
served the nation’s Dusiness community as insurance division manager
of the American Management Assn.

Business Insurance has recognized the excellence of AMA insurance
programs organized by Mr. Deric by reporting highlights of these meet-
ings for the past two years. Many speakers and panelists selected by Mr.
Deric articulated the highest objectives and the knottiest problems of
corporate risk contro. and benefits management.

Mr. Deric’s work with AMA centered about one key concept—that
risk management and benefits administration must be directly allied with
corporate plans and goals. Persons responsible for these functions should
play key roles in corporate decisions, Mr. Deric believes, and they should
integrate their operafions with total corporate management.

Art Deric recently retired to academic life at a Pennsylvania junior
college, but his contributions to orderly business management have taken
root over the past nine years.

On paperwork

To the Editor: In Bion Francis
article entitled “Who is pushing
up the cost of medical care?” were
two practicable ways to improve
or increase medical care.

I have wondered many times
how much time is spent by doc-
tors in filling out reports and
claim forms and signing them. Dc
you know of any survey or study
that has been made of this?

If this time consuming paper
work could be eliminated or af
least reduced, this would be an-
other way that the time which
doctors could devote to their pa-
tients could be increased.

C. T, Stewart

Insurance Manager, Stephens-

Adamson Division, Borg-Warner

Corp., Aurora, IIl.

Editor’s note: Bion Francis re-
plies:

Paperwork that doctors must
take care of is a serious problem
and one which troubles them. A:
you probably know, some doctor:
have adopted the practice of mak-
ing specific charges for the prepa-
ration of forms.

Certainly, if doctors spend con-
siderable time in record keeping.
doctors, for this time, are perhap:
the highest paid clerks in " the
country! The cost is high, no
merely in financial terms but ir
terms of reduced medical care.

There has been some progress
in this matter. Doctors, working
through their own organization
(The Health Insurance Council)
have standardized some of the
forms which must be filled out
Perhaps the most important aspect
of the problem is a result of in-
surance requirements. There is no
reason why doctors and insur-
ance companies cannot standardize
most of the myriad of required
forms.

I have sometimes considered the
possibility of a giant computer
stored with the health Tecords of
the country and used to provide
optimum medical care for all
Doctors might oppose this on the
grounds. that it impairs the confi-
dential mature which is essential
for the best doctor-patient rela-
tionship . . . and they may not be
alone in this. The opposition whick
developed in Congress against the
proposal to consolidate all nationa
records of individuals indicate:
that the people of this country dc
not want “Big Brother” peering
over their shoulders.

But doctors still make very ex-
pensive clerk!

Defends Lloyd's

To the Editor: Rarely a week
goes by that one does not read an
article on the sad state of the
London market. The blame is laid
almost consistently on Lloyd’s, al-
though I would prefer to talk
about the London market as 2
whole, including the larger Brit-
ish companies that are engaged ir
some way in the American field.

The London market, I am sure
does not need a “champion,” but
many of my acguaintances and I
are becoming a little tired of
seeing the way it is being run
down, in many cases by the peo-
ple who have earned their bread
and butter through that market
for many years,

The articles are many, but twe
particular articles that have come
to my notice recently were ir
Business Insurance of Aug. 1f
where Stephen Gilkenson wrote
an article on Morton Smith, presi-
dent of Morton Smith, Inc., Prov-
idence, R. 1., a gentleman of ter
years experience (! !) in the

Continued on page 2:
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Continued from page 20

London market; the other article
by Peter Alchin is in the July 17
issue of Post Magazine % Insur-
ance Monitor, an English publica-
tion, giving the buyers’ viewpoint,
although the buyer for whom, it
does not say.

Mr. Gilkenson states, “Lloyd’s is
loaded with integrity . The
trouble is they have put faith in
some wrong people in recent
years.” Mr. Alchin states, “Per-
haps . . . the cozy anc gentleman-
ly manner in which the London
market is arranged all works for
the best . . .,” and further, “Lon-
don still likes to thiak it is the
center of the insurance world.”

While I have no kaowledge of
the background and experience of

either cf the gentlerren. I talk
froxr a background cof :he London
marzet for I started as a Lloyd’s
brcker in 1937, teccming an un-
derwriter for a 3rizisa company
in 195. finally joining an Ameri-
caz company in 1964 Thus, I
have seen all sices of the ques-
tion. Fuctker, I have returned to
the Z.ordon market at _east once a
year to remew old acgaeintances
(whick I value r—ors than I can
sa¥), and to negotiate business for
ray Amesarican comgany.

Tke company thzt ncw employs
me has been a Lloyd’s corre-
spondent for some E0-plus years.
During thz: time, our experience
wizh th= London =arket has been
as good as many and bsatzer than
mcst, and vet we are now being
renalized tecause of the overall
poor results of Arrerican Lloyd’s
correspondents.

Most of the readars >f this let-
ter. a. “he beginning cf their in-
sarance careers, w..1 heve studied

one of the many textbooks on
“principles and practice,” and one
of the first phrases that we
learned, and the basis on which
all insurance is founded, or is
supposed to be founded, is uberri-
ma fides, or utmost good faith.
Mr. Alchin’s article pours scorn
on this “gentlemanly” way of
doing business and Mr, Gilkenson
quite rightly points out that “they
(Lloyd’s) have put faith in some
wrong people in rscent years.” It
is indeed unfortunate that while
in the London market a gentle-
man’s word is his bond, this has
not necessarily spread to other
insurance ‘markets, but with a
hiszory of more than 200 years of
successful trading tkis way, it is
difficult for a London underwriter
to say that because tne business
comes from abroad and is handled

by a “foreigner,” then that mar-

ket and that gentleman are not to
be trusted.
The blame cannot entirely be

placed on the foreign correspond-
ent: The London underwriters are
the first to admit that in past
years, they were too ready to take
on trust, the information which
they were given. But fortunately,
and we hope not before it is too
late, they are looking twice at
every risk offered, and as we used
to say in London, even reading
around the edges.

I cannot take issue when Mr,
Alchin writes, “Insurance is be-
coming increasingly international
with European and American
markets stepping briskly for-
ward.” This is healthy competi-
tion that we all encourage. Never-
theless, it can be said without fear
of contradiction, that nowhere in
the world is there collected in
such a small area so much com-
bined knowledge and experience
as there is in London. For this
reason alone, London will contin-
ue to be the center of the insur-
ance world, even if, because
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premium income is bumping
against the limit ceiling, and be-
cause of rising values and rising
rates, London cannot continue to
accept the large percentage of
risks that they did in the past.

One can hardly mention a class
of business that did not have its
birth in London. The combined
knowledge of the London insur-
ance brokers and underwriters,
whether they be Lloyd’s or com-
pany underwriters, has been re-
sponsible for the basic insurance
clauses as we know them today
and which are used all over the
world.

It should also be remembered
that a number of the men of the
so-called nationalized insurance
industries in developing countries
that are now insisting by law that
business should be placed with
their own nationalized companies,
had their education in the London
market and we hope that some of
the “gentlemanly manner” has
rubbed off.

To conclude, I would like to
quote from an address to the
American Petroleum Institute
Conference in San Francisco on
June 9 by Peter Green, a leading
Lloyd’s underwriter, in which he
said that Lloyd’s and the London
market has always been able to
meet any reasonable demand.
“Bloody we may be today, but
unbowed we certainly are; and 1
am sure that, somehow our age-
old ingenuity will continue to find
ways to satisfy your and our
other customers’ needs for insur-
ance protection.”

Jack W. Cleland

Vice President, Brown and

Hawley Inc., Chicago, Ill.

Better figures

To the Editor: I want to clarify
some of the information that was
included in the article regarding
the “strict liability of truck opera-
tors” concept being proposed by the
AlA.

I first mentioned to you that
our own fleet claims experience
had shown that we were at fault
less than 10% of the time when
our trucks were involved in acci-
dents with private passenger ve-
hicles. I then said that the Ameri-
can Trucking Assns. had statistics
prepared by Markel covering 104,-
000 accidents. This study showed
that the truck driver was at fault
or could have avoided the accident
30% of the time for all accidents.
In the case of fatal accidents, the
truck was at fault or could have
avoided the accidents in 20% of
the accidents.

My own company’s experience
covers only a few accidents. I feel
that the ATA study. is of much
more significance since it is much
broader in scope.

William 8. Mortimer

Director of Insurance, Norton

Simon Inc., Fullerton, Cal.

the right kind of corporate insur-
ance for you in cost and coverage.
We do this with more risk
specialists and experts for al-
most every industry, more an-
alysts 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 all
this from your present
corporate insurance, call

Marsh & Mclennan, Incorporated.
Non-stop for better protection. ..
all around the world.

Pleads guilty
in fraud case

PORTLAND, Oreg. — Evans
Smith, 39, president of Besco
Insurance Co. here, already con-
victed of two criminal counts in a
half million dollar insurance fraud,
has pleaded guilty to 16 more
charges in the same case.

Earlier this year Mr. Smith had
pleaded guilty to charges of de-
struction of property with intent
to defraud and obtaining money
and property by false pretenses.

HE WAS sentenced to ten years
in prison on those charges.

All of the charges, including the
latest 16, involved an insurance
fraud scheme which last year re-
sulted in arrest of 14 persons on
charges of defrauding four insur-
ance companies, L]




“Hello, Front Desk?
You've given me the keys
to the wrong wife.

A myopic desk clerk hands Staff Sergeant Andrews the
keys to Master Sergeant Andrews’ room. The staff sergeant
walks in on the master sergeant’s wife.

Enter the master sergeant. Exit everybody’s cool.

Except maybe yours, gentle reader. Because it’s not your
hotel. And it’s not your wife.

It’s only your insurance company.

But if the company that insures you is the kind of company
that always bails out its policyholders with money, you don’t even
have an insurance company. All you’ve really got is a policy. A
very expensive policy. Because somebody (meaning everybody)
has to pay for all those paid-up claims.

Consolidated thinks you deserve more than placated
claimants to show for all those premiums.

Consolidated thinks you deserve a genuine, loss-preventing,
claims-investigating insurance company. A company that
knows when and how to use its ingenuity and when and how
to use its money.

As in the case of Andrews vs. Andrews, when a Consolidated
claims man bargained on the theory that true love could even
avert a possible invasion of privacy suit.

In the hotel when the comedy of errors occurred, he settled
the fracas on the spot by scouting down Staff Sergeant Andrews’
young bride and bringing her to the elder Andrews’ room.

Not that all potential claimants are push-overs when it
comes to honeymooners. Not that there’s always a claims man on
the scene to save the day. But in the absence of either,
Consolidated’s omnipresent loss prevention engineers have been
known to send more than one desk clerk to the eye doctor.

Something to think about if your agent or broker didn’t have
the foresight to find you a company instead of just a policy.

Consolidated Insurance Companies
' 345 Adams Street, Brooklyn, New York
When you need a company.
Not just a policy.
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Jens predicts mergers to 8-10 national brokers

CHICAGO—Risk managers and
employe benefits administrators
have voiced their opinions to -a
statement by Arthur Jens, presi-
dent of Fred S. James & Co. Mr.
Jens predicted that over the period
of the next 10 years, eight or ten
national insurance brokerage firms
will emerge.

In his statement, Mr. Jens rec-
ognized the demand for expertise
by insurance buyers, saying
“there should be no ‘arithmetic
mergers.’” After all/ in the last
analysis a big insurance broker-
age company should be nothing
more than an assemblage of crea-
tive professionals who pool their
needs for -common services or
unique skills, If they can improve
the quality or scope of their serv-
ice by joining a larger group, they

should do it, especially if they.can
stabilize and capitalize their life
work.

“We expect the Fred S. James
organization to be joined by many
of the best independent local bro-
kers and brokerage companies,
especially those in cities of inter-
mediate size. At our current in-
come level of $11 million to $12
million annually, we are about
one-tenth the size of the ‘giant’ of
our industry.

“THERE IS NO NEED,” Mr.
Jens continued, “for any head-
over-heels rush to carry on a com-
petitive acquisition game. There
are plenty of insurance broker
talents -in the country who under-
stand the forces which are at work.
Gradually, we expect these to

Arthur Jens

gravitate :nto. the orbit of the firm.
whizh has the men bes: svited to
therm and whare they will darive
the most perscnal and professional

satisfaction.”

MWr. Jens said his company de-
cided to market its stock in order
to “achieve more economical op-
erztion,” including “sophisticated
use” of computers by actuaries,
pension and benefit consultants,

mass merchandising technicians’

and atomic specialists. very few
brokers, he said, can afford such a
full range of services,

Mr. Jens dsscribed the James
organization as ‘“one more vehicle

by which the best of local brokers

mizht capitalize their professional
skills end earning ability. by uti-
liz.ng the full range of services of
a large company.”

AN INSURANCE consultant
who ccunsels corporate risk man-
agers about brokerage services

Don't gamble with your company’s

insurance protection!

Your company faces enough risks just

competing in the business world. Why add

to your problems by worrying about business

insurance, too? Kemper Insurance has the

facilities to coordinate a business insurance

program for qualified accounts.

We call this comprehensive program risk

responsibility. Each exposure is analyzed

and a coverage designed to fit your particular

requirements. Account underwriting frequently

reduces insurance costs, too.

Cost is also based on loss control. Our

engineers will direct and implement your

safety program to help you keep losses at

insurance costs. When losses do occur,
risk responsibility means you can
count on Kemper care.
‘Instead of gambling with
your company’
protection, enjoy the
security that comes with
risk responsibility from
Kemper Insurance. For
- information, see the
Yellow Pages listing of
your local independent
Kemper Insurance Agent.
Or, write Walter White,
Vice-President,

KEMPER

INSURANGCE

a minimum further reducing your

Kemper Insuranée,
4750 Sheridan Road,
Chicago, Illinois 60640.
Kemper Insurance

You can count on Kemper care

s insurance

said that he' considers the trend
described by Mr. Jens as “inevita-
ble.”” “Some local brokers,” he
sald, “formed a loose federation
to fend off acquisition, but this
has proved to be ineffective be-
cause of the lack of strong cen-
tral control.”

The insurance manager of a
major conglomerate agreed with
Mr. Jens that the number of “na-
tional” brokerage firms will in-
crease from the present five or so
to about ten in the decade ahead.

Another veteran risk manager
suggested that he uses both na-
tional and local brokerage houses
on various lines of insurance. “It's
a question of what your problem
is,” he added, “and your problem
may change.”

‘He said he uses brokerage serv-
ices that range from such national
firms as Johnson & Higgins to a
two-man shop in the Midwestern
city where his company is located.

This idea is endorsed by the
risk manager of a major brewery,
who says, “If you don’'t get the
service, change brokers.” L]

Canadian
shipper to

pay damages

TOKYO—Wingate International
Shipping Co., of Canada, has
agreed with the decision of an.
arbitration board and will pay
$1.7 million in compensation to a
Japanese steamship company for
damage to a tanker when the Ca-
nadian firm’s freighter, Texada,
collided with it in 1966.

The Marine Disasters Inquiry
Agency had. placed blame for the
accident upon the Canadian com-
pany, and both parties agreed to
arbitration by the Japan Shipping
Exchange. The Japanese company
‘had sought $24,180,000, and the
Canadian company had sought
$1,120,000. Arbitration had been
under way since Nov., 1967. Win-
gate was given ten days to pay.

Dense fog blanketed the Kii
Straits, off Wakayama Prefecture,
when Wingate’s Texada, a 35,001~
gross-tons freighter, hit the Ginko
Maru, owned by the Sanko
Steamship Company of Osaka.
The Japanese vessel, a 21,500-
gross-tons tanker, was loaded
with crude oil, which caught fire.
Flames were quickly extinguished .
and no lives were lost.

THE DECISION underscores the
dangerous conditions in Japanese
coastal waters, caused by the in-
crease in the volume of shipping
as well as on-shore industrial de-
velopments, including land fills,
which have made charts obsolete.

The situation, according to the
Maritime Safety Agency, is par-
ticularly problematic along the
Seto Inland Sea coast. Construc-
tion of large-scale kombinat (the
Japanese use this Russian word
for large industrial complexes)
including oil refineries has been
part of the reason for the prob-
lem. The MSA admits that it lacks
funds to update all the charts
which need revision. The time lag
between preliminary surveys and
publishing of charts, one year, is
long enough for more changes in
actual conditions to take place.

Among the changes which have
to be coped with are harbor
dredging operations, necessary so

.that large ships may berth near

the kombinat. This changes the
course of currents and is believed
to be the cause of the capsizing
and loss of eleven crewmen of a
461-ton tanker late last year. L]
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Set overseas benefits to local standards: Simone

By VINCENT J. SIMONE
Benefit Consultant,
Lybrand, Ross Bros. & Montgomery

NEW YORK—American indus-
try’s direct investment in foreign
operations has more than quintu-
pled since 1950. There is no doubt
that American industry’s major
reason for the increased interest
in international operations since
the end of World War II is due to
improved and bigger world mar-
kets.

These of course are a direct
result of the miraculous recon-
struction of Europe, the stabiliz-
ing of governments and curren-
cies, and the formation of com-
mon markets on the continent and
in Latin America.

How has the multi-national em-
ployer responded to the dynamic
expansion of business abroad in
respect to benefits, compensation
and “people” management?

The following appeared in the
Sept. 15, 1968, issue of Fortune
magazine and should be of inter-
est to multi-national employers:

“CORPORATIONS have, by and
large, had more success in apply-
ing multi-national principles to
finance and product planning than
in applying them to people. Few
companies are ready to go very
far toward achieving international
integration in their management,
with executive responsibility
throughout the corporate system
assigned without regard to nation-
ality.”

The increase in size and impor-
tance of American business in-
volvement in foreign operations
has brought about a correspond-
ing increase in compensation and
benefit problems.

What are the responsibilities of
the multi-national employer, and
more specifically, the responsibil-
ities of the international benefits
planner?

It is fundamental to interna-
tional pension planning that no
benefit system, however generous,
will prove acceptable to employ-
ees unless it conforms broadly to
the accepted pattern of the coun-
try. How far the multi-national
employer should influence or seek
to influence employe benefit plan-
ning in a foreign operation will,
of course, depend on whether or
not the multi-national employer’s
function is really that of a share-
holder or that of direct control.

WHILE conformity with local
practice may be the ruling princi-
ple, there are fundamental areas
where the multi-national employ-
ers with their outside advisors
should overrule local bias. Such
areas as whether benefits should
be insured, book reserve, or pri-
vately funded, and the actuarial
costing methods should be the
concern of the multi-national em-
ployer. Naturally, in the develop-
ing countries where there are no
clearly established local practices,
the multi-national employers with
outside advisors must assume the
responsibility of planning, costing,
and perhaps, administering the
program. The multi-national em-
ployer should not turn over the
final review and approval of the
pension program to the overseas
operation.

In developing international ben-
ofit programs, the multi-national
employer should consider the fol-
lowing {five fundamental guide-
lines:

e Obtain Qualified Assistance:
The key to successful internation-
al pension planning lies in identi-
fying the underlying factors that
not only explain current local
practices, but also suggest the

Vincent J. Simone

probable direction of future de-
velopment. The outside advisor
should be in a position to offer
“independent” advice and assist-

ance. The advisor should be keen-
ly aware of the general economic
atmosphere in the country under
review, and should alsc be aware
of the securities market, and must
possess experience with the tech-
nical means of wise investment
policies. He should alsc possess a
knowledge of the social structure
of the country, and must have
up-to-date data on local social se-
curity, taxes, labor regulations
and pension plan regulations. The
experienced advisor should work
with the local actuaries, financial
advisors, and represent the multi-
national employer in its negotia-
tions with local insurance carriers.
@ Local Factors: In developing

a pension plan, the multi-national
Continued on page 26

Does your group insurance help you

e ATTRACT GOOD MEN?
¢ IMPROVE MORALE?
¢ REDUCE TURNOVER?

It can if your plan is right for you...
and you use it as an effective man-
agement tool.

Despard, as a broker, can pick and
choose to find the carriers who
offer the best coverage for your par-
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ticular requirements.

And Despard’s team of group insur-
ance specialists can help you use
your plan to attract good men, im-
prove morale, reduce turnover.
Send for the ""Guide to Despard
Services'' which describes our
unique approach to hand-tailoring
insurance plans to each client’s
needs.

The “personal service’' insurance broker

& () INC. /G 161 William Street, New York, N.Y. 10038
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U.S.-backed flood insurance trickles into action

WASHINGTON—As thousands
of homeowners and businessmen
ruefully estimated their losses
frora wave wash and floods
caused by Hurricane Camille, the
Federal flood reinsurance pro-
gram got slowly under way.

After years of talk and months
of planning, three communities
(Fairbanks, Alaska; Metairie, La.;
Alexandria, Va.) have made ap-
plication for engineering studies
that lead to acceptance by the pro-
gram administered by the Depart-
ment of Housing and Urban De-
velopment. Communities that en-
ter the program must develop
land use and control measures
conforming to Federal guidelines.

Walter Sutton, a planning spe-
cialist for the Federal flood rein-
surance program, told Business

-

Central Division
Indianapalis, Indiana Fort Lee, New Jersey

Insurance that the first properties
to be covered by the Naticnal
Flood Insurers Assn. will be
dwellings of four units or less.
Next to be covered will be small
businesses and finally other types
of risks; including large industrial
and commercial properties.

“WE EXPECT to include small
businesses in the program next
year, but we don’t know when we
will be able to cover large risks,”
Mr. Sutton said.

Only a few policies have thus
far been issued on dwellings in
Fairbanks and Metairie. When the
program is fully crganized, flood
insurance will be available through
any agent in communities that
have been surveyed and accepted
by the plan.

Risks will be individually rated,
accordirg to HUD officials, who
said that $250 million in govern-
ment reinsurance is availablzs to
the private insurers subscribirg to
the National Flood Insurers Assn.

“I think this program will de a
success,” Mr. Sutton commented,
“hecause homeowners and busi-
nessmen particularly those in
coastal areas, are acutely aware
of the threat of floods and the
possibility of sustaining water
damage as in the case of Hurri-
cane Camille.

“Thos= businessmen and home-
owners who live inland along riv-
ers may be less aware of the need
for flood insurance, but as this
prograrr. gets rolling we expect
that many inland communities
will apply for recognition and

take the necessary land use con-
trol measures.”

ONE THING that has delayed
the start of the program has been
the nead for detailed engineering
studies of flood-prone regions to
determine for actuaries the degree
of probability of water damage to
homes and businesses. Congress,
though it accepted the principle
of Federal flood insurance, de-
layed making an appropriation
until HUD submitted an urban
renewal bill to which a flood in-
surance rider was attached.

Efforts to obtain Federal flood
reinsurance were initiated by state
insurance commissioners in flood-
subject states including Florida.
Sen. Harrison Williams (D., N. J.)
and Rep. Hale Boggs (D, La.)

GROUP

Eastern Division

Los Angeles, California

Yes, a Gulf Multi-Peril
Protection Package Policy can
be tailored to fit your

company’s specitic needs!

Call your Gulf Agent today — Brief him on the
characteristics of your business, review with
him the extent of your current peril coverage.
Then let him show you how easily a Gulf Multi-
Peril Protection Package Policy can be tailored
to tit vour specific
and optional coverages in a single multi-peril
package.

SOLVE YOUR INSURANCE PROBLEM FAST...

PUT A G-MAN ON IT!

GULF INSURANCE
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Paci‘ic Division

needs, b

Southwestern Division
Dallas, Texas

combining basic

spearheaded Congressional action
on the Federal flood reinsurance
measure.

The property insurance indus-
try, smarting from criticism of its
failure to provide flood coverage,
formed the National Flood Insur-
ers Assn. to provide a facility
through which homeowners and
businessmen could purchase flood
coverage backed by the Federal
agency. a

Set benefits...

Continued from page 25

employer should attempt to cap-
ture the local feelings as to needs,
the national or even the class
point of view. At the same time,
the multi-national employer must
avoid unsound benefit and fund-
ing formulas as far as possible. If
the local management consists of
local nationals who will be mem-
bers of the pension plan, the mul-
ti-national employer should have
their support prior to the adoption
of the pension plan. However, in
obtaining local management’s sup-
port, the multi-national employer
should accept local management’s
viewpoints with caution.

e Integration: The rapid growth
of foreign social security has been
most significant and has produced
some very serious problems. For-
eign pension plans should be inte-
grated to the greatest possible de-
gree with all types of local bene-
fits, including social security, old
age pensions, termination indem-
nities, family allowances and prov-
ident funds.

e Cost: While foreign wage
scales are lower than those in the
U. 8, the benefits in many cases
are more liberal than those pro-
vided in the U. S. Many foreign
pension plans provide generous
widow’s and orphans’ pensions for
families of employees who die be-
fore retirement. Therefore, the
multi-national employer should
be prepared to accept high costs,
and should not think of foreign
pension plans in terms of present
U. S. standards.

e Funding: The financial
problems are obviously very dif-
ferent from those the multi-na-
tional employer would meet in
creating a pension plan in the U.S.
There are countries where the
general economie conditions, the
stability of currency and inflation
may make it extremely difficult
or impossible to operate a suc-
cessful funded pension program.
There are, however, areas where
there are no exchange restric-
tions, where the security markets
are broad for bonds, stocks, mort-
gages, ete., and there are technieal
means for a wise investment poli-
cy to accumulate funds. The mul-
ti-national employer may find
some laws in specific countries
that limit the freedom of activity
as to the types of investments for
pension funds.

While these guidelines are meant
to assist the international pension
planner in developing benefits
programs, a word of caution to the
multi-national employer—avoid
expediency and take a very long
term view in developing interna-
tional pension plans. [ ]

Vincent J. Simone is a benefits
consultant with Lybrand, Ross
Bros. & Montgomery, New York, a
firm he joined after serving as em-
ploye benefits manager of Coca-
Cola Export Corp. A co-editor of
International Benefits Information
Service, Mr. Simone formerly
served in the actuarial department
of @ major insurer and with the
pension trust department of a New
York bank.
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benefit tax slants

Fears tax reform bill would curb
many incentive payment programs

By JOSEPH S. ROBINSON

NEW YORK—Provisions of the
House-passed tax-reform bill
(H.R. 13270) will, if finally en-
acted into law, seriously affect
some employe benefit tax breaks,
as well as other tax areas.

For instance, straight cash com-
pensation could become more at-
tractive because of the proposed
tax ceiling of 50% on earned in-
come—reduced from the present
0%.

So the popular deferred com-
pensation deal—designed to ease
the heavy tax burden of high-
priced executives—may lose much
of its glamor. That’s because de-
ferred compensation would be ex-
cluded from the proposed 50% top
rate ceiling on earnings.

WHAT’S MORE, payments of
more than $10,000 a year would
be taxed as if received in the year
earned—at the top regular rates
—not the 50% limit on earnings.
Thus, a high-bracket executive
could be hit with as much as 65%
(the proposed future top tax rate)

Insurance
may cover
sonic boom

KELOWNA, BC.—A U.S. Navy
jet fighter powered through the
sound barrier for “just one instant”
last month and left a jangle of
shattered windows behind as it
streaked over the city.

About 75% of the windows in
an eight-block area of downtown
Kelowna were reduced to splin-
ters. Damage was estimated at up
to $250,000. Seven persons were
cut by flying glass.

The sonic boom that rocked the
tourist-packed summer réesort city
was triggered by an F-4 Phantom
of the U.S. Navy aerobatic team
as its pilot accelerated to catch up
with his teammates.

Dozens of furious citizens de-
manded that the team’s appear-
ance at the annual Kelowna Re-
gatta be cancelled but the Blue
Angels precision flying team did
its stuff any way.

The regatta’s $1 million liability
insurance policy didn’t go into ef-
fect until midnight Aug, 6 (the
day of the accident) but legal
opinion was to be sought about
clauses that Cmdr. R. G. Bresso,
the team’s project officer, said
may cover damage.

In any event, he said, the US.
Navy will see that “nobody is left
unhappy.” The Navy has operated
an aercbatic team, under the
name Blue Angels for 23 years.

As the cleanup job started, ex-
tra men were hired for security
patrols to discourage looting and
vandalism.

A glass supply firm in the
Okanagan City reported it had
been flooded with calls and “it’s
getting too busy.” [ ]

Sign of the times

American Home Assurance Co.
has renamed its personal lines di-
vision the mass marketing depart-
ment. The change reflects the
growing public scceptance of the
new form of marketing which has
led to a diversification of mass
marketed products at American
Home, according to John J. Dela-
ney, assistant vp.

if he elected a delayed pay setup
instead of the 50% tax rate if he
took the money when earned.

The following important excep-
tion is worthy of attention. When
a deferred compensation arrange-
ment does not call for payment of
more than $10,000 a year upon
retirement, such an arrangement
would still have favorable tax re-
sults, even under the proposed new
rules. Reason: It would entitle the
former executive {o pay taxes on
the deferred compensation at the
lower rates of his retirement years

—not the higher rates of his earn-
ing years.

Restricted stock would be taxed
under a new provision of the pro-
posed tax rules. Any person re-
ceiving company stock (or other
property) in exchange for serv-
ices would be taxed when he re-
ceived the stock if one of the fol-
lowing conditions exists:

@ He is allowed to.transfer his
stock interest, or

‘@ His stock (though not trans-
ferable), is not subject to substan-

_tial risks of forfeiture.

.The House-passed bill would
knock out the capital gains as well
as the present deferment advan-
tages of restricted stock deals.

MOVING EXPENSES to a new
job location would offer more lib-
eral deductible allowances includ-
ing: Pre-move house hunting costs;
temporary living expenses at new
principal job location; and cost of
selling an old residence, buying a
new residence or terminating a
lease.

Keep in mind that the tax re-
form bill is still not law. It must
next win the approval of the Sen-
ate.

The Senate committee on fi-
nance is presently holding public
hearings on the measure through
Oct. 3.

If you want to testify, better
hurry and contact Tom Vail, chief
counsel, Senate Finance Commit-
tee, Room 2227, New Senate Of-
fice Building, Washington, D.C. =

Teamsters get

‘Moonday' holiday

BRIDGEPORT, Conn. — A
teamsters union here has
what is believed to be a first
in contract accomplishments
—an additional paid holiday,
to be known as Moonday.

Members of Teamsters Lo-
cal 1040, Mechanics and Sales-
men, got the new holiday in a
newly negotiated agreement.

Other new benefits include
an election day holiday and
hourly boosts with a top wage
of $4.15.

A teamsters spokesman re-
marked that the organization
is probably the first in the
country to receive a holiday
marking man’s landing on the
moon last July 20.

The long-term
- association.

‘l‘ht’s fhe

GENERAL
idea.

We at General Re prefer long-term
associations. It’s good business from
your underwriter’s point of view and
ours. And nearly a half century in this
demanding business has taught us that
a close association benefits both par-
ties. That’s why we try to provide
service beyond reinsurance indemnity.

Home Office; 400 Park Avenue
MNew York, New York 10022

GENERAL
REINSURANCE CORPORATION

ALL FIRE, CASUALTY, ACCIDENT AND SICKNESS, BONDING, AVIATION AND MARINE LINES
Offices in Atlanta, Chicago, Dallas, Los Angeles
San Francisco, Toronto and Mantreal

‘General Re has people expert in almost
every area that generatesunusual prob-
lems; and offices in insurance centers
throughout North America.

Treaty and facultative, and in all
lines, on a long-term basis your

General Re.

CENERAL REINSURANGE

underwriter will do much better with
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Nestle in England has 'flexible’
Insurance purchasmg program

LONDON—Pioneer companies
in the field of insurance manage-
ment in Britain must place the
Swiss-based Nestlé food group
well at the top of the list of inno-
vators.

The company has found the
venture worth while in many of its
international operations, which
span 60 countries. Its present in-
surance manager at its British
headquarters has more than 40
years’ inheritance of knowledge
on which to draw.

A. S. D. Cross is responsible for
the company’s insurance opera-
tions in the United Kingdom, and
is the insurance adviser to other
companies in the group in the
sterling area. He holds the kind

A. 8. D. Cross

of post that was inaugurated in
Britain for his firm around 1928,

THE BENEFITS that Nestlé de-
rives from insurance management

can be described in various ways.
But among the most important
are:

e Centralization in one depart-
ment of all the insurance prob-
lems of the company (other than
pensions and emplore benefits
generally). These include all forms
of property and liability coverage
as well as transport, inland and
marine insurance.

e Establishment of a well de-
fined peclicy, in the best interests
of the company, should be insured
and what risks should be borne by
the comnpany itself.

e Application of a technical
know-how built up, and added to,
over many years to ensure that
the company effects the best type

of insurance contracts to suit its
needs. Close contacts are made
with many sections of the market,
and only technicians working
within the group can achieve this
objective satisfactorily.

e Recommendation of loss pre-
vention and loss control measures
to the extent that they fit in with
the production and other require-
ments of the business.

Such a set-up has produced
support for Mr. Cross in his aim
to further the cause of the insur-
ance management team in indus-
try.

MANY ASPECTS of corporate
insurance are selectively “tai-
lored” for individual require-
ments. But the general approach
that Nestlé has developed in
Britain is to deal in a flexible
manner with the insurance mar-
ket, either direct with the insur-

ers, or through brokers according -

to the particular problems in-

—

Considering insurance
before loss control is putting
the cart before the horse

Put loss prevention first —

the horse properly before the cart!

No premium-cutting ever halted disaster.

Only loss prevention can do that.

<> FACTORY MUTUAL SYSTEM

Since 1835 — industry-owned to conserve property and profits

Arkwright-Boston Manufacturers Mutual Insurance Co.
M F B Mutual Insurance Co.

Philadelphia Manufacturers Mutual Insurance Co.
Protection Mutual Insurance Co.
Subsidiaries:

Affiliated F M Insurance Co.

FM Insurance Company Ltd.

FM Engineering Corporation [Association
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volved in each insurance contract.
The range of its operations

" placed upon Mr. Cross an expand-

ing variety of responsibilities, as
the Nestlé Co. in England also
embraces the other brand names
of Crosse and Blackwell, James
Keiller, and Maggi, all of which
are engaged in producing and
marketing notable food products.

He is responsible in his work to
the finance and administration di-
rector.

THE INSURANCE department’s
work embraces:

e Seventeen factories in the
U.K. turning out annually such
goods as instant coffee, milk prod-
ucts, confectionery, soups, and a
vast range of “convenience foods”
to the value of many millions of
pounds sterling.

e Several thousand personnel
engaged in administration and
production activities.

e Corporate fleet of motor vehi-
cles used for product distribution,
and by factories, employes, and
salesmen.

e Raw materials shipped from
many countries of origin through-
out the world to the UK. and to
other manufacturing centers, and
stocks of manufactured goods
awaiting delivery and while in
transit to customers in the U.K.
and overseas.

e Liability to the public includ-
ing products liability arising out
of consumption by millions of
shoppers.

e Overall guidance to overseas
associates of the group in the
sterling area as far away as Aus-
tralia, New Zealand, and the Far
East, and arranging other insur-
ance in the British insurance
market for other countries where
the group has insurance problems.

MR. CROSS sums up his job by
saying: “The role of an insurance
manager in Britain is not quite
comparable in its scale with that
of some risk managers in Ameri-
ca, but it is growing all the time.

“Naturally we have to decide
when to insure and when not to
insure in the best profit interests
of our company.

“But though we have to bear
firmly in mind our own compa-
ny's interests at all times, we get
on very well with the insurance
industry as a whole because we
realize its problems as well.”

Mr, Cross joined Nestlé in 1938;
prior to that he was with a firm
of Lloyd's insurance brokers, and
has been in insurance since 1928.
H. F. Dillon is deputy manager of .
the department. []

Woman head's
ASIM unit

S AN FRANCISCO—Emily M.
Schmitz, insurance coordinator for
the Salvation Army here, has
been elected 1969-1970 president
of the Northern California Chap-
ter of the American Society of
Insurance Management. She suc-
ceeds Al J. Trimble, manager of
insurance, FMC Corp., San Jose.

Other new officers are Robert E.
Roth, assistant treasurer, East Bay
Municipal Utility District; Car-
mela J. Fazio, assistant to the in-
surance supervisor, Bank of Amer-
ica, secretary; John J. Pendergast,
insurance manager, Hewlett Pack-
ard Co., Palo Alto, treasurer.

Outgoing president Trimble will
serve as a director for a year and
also was elected as chapter repre-
sentative to the national ASIM.

Elected as directors for two
year terms were W. A, Anderson,
insurance representative, engi-
neers division, Kaiser Industries
Corp., and David E. Gregory, as-
sistant to the insurance manager,
Guy F. Atkinson Co. =
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ASIM. insurer declare meeting mutually fruitful

By RICHARD C. BJORKLUND

WAUSAU, Wis—Ten of the
most articulate members of the
American Society of Insurance
Management met here with man-
agement personnel of Employers
Insurance of Wausau to exchange
ideas freely about mutual prob-
lems and individual concerns.

The conference, hailed as fruit-
ful by both sides, marks the be-
ginning of a program of meetings
between ASIM members and the
property-liability insurance in-
dustry that provides coverage for
their companies.

William S. Mortimer, director
of insurance for Norton Simon
Inc. and president of ASIM, told
Business Insurance, “This was a
successful trial fo find out if such
meetings make sense. It seems
that from the response of both
risk managers and insurance com-
pany representatives who met in
Wausau that we can consider de-
veloping a general program along
this line with insurers in other
parts of the country.”

“THOUGH I could ill afford to
spend the time it took to attend
the conference, I found it very
worth while,” said Waller B.
Smith, director of insurance for
United Air Lines. “We learned
much that could advance the pro-
fession of risk management by
making us more aware of carriers'
preblems.”

Mr. Smith said the meeting was
particularly valuable because Em-
ployers Insurance “brought in top
management and policymaking
people who spoke to the issues

and not the technical details.” Mr.

Mortimer, who initiated the meet-
ing, invited what Mr. Smith
called “nonconventional thinkers
who delved into the root problems
of risk management and proper-
ty-liability insurance underwrit-
ll’lg.”

IN ALL, the meeting provided
what Mr. Smith called “a lively,
uninhibited interchange that was
not fettered by negofiating an in-
surance contract or settling a
claim.”

A similar reaction came from
F. X. McCahill Jr., Bristol-Myers
Co., New York, who lauded the
conference for providing an open
discussion of the position of in-
surance companies on excess and
catastrophe coverages. Both Mr.
Smith and Mr. McCahill reported
that there was considerable dis-
cussion of the liability capacity
crisis, a problem that particularly
vexes large corporations of the
type represented on the ASIM
panel.

Risk manager asks:
Who's the judge?

WAUSAU, Wis.—Here is
indication of the freedom of
exchange in the meeting be-
tween executives of Employ-
ers Insurance of Wausau and
members of the American
Society of Insurance Manage~
ment:

EIOW executive: “You big
insureds have put us in a bad
spot by insisting on ever
lower premiums on major
risks. You have made it un-
profitable for the underwrit-
er.”

ASIM member: “Who
should the underwriter be?
Are we better underwriters
than you are? We go with
what the market will bear.
Why should I blame myself
for getting the best price
available? That doesn’t make
me responsible for the capac-
ity erisis in both liability and
property insurance.”

Employers Insurance spokes-
men, according to Mr. McCahill,
said that they attribute the
liability capacity crisis in part
to lack of underwriting talent
throughout the insurance indus-
try, to the failure of American
insurers to recognize a “lead” un-
derwriter in the Lloyd's tradition
and to the tax situation in the
United States that discourages to
scme extent the taking of major
risks.

“Everybody spoke what he
felt,” Mr. McCahill said, “and no-
body held back. It was a meeting
at which there was no insurer-
insured controversy, one at which
we tried to understand each
other’s problems.”

Donald L. Stehr, manager of
insurance and employe benefils

for Jos. Schlitz Brewing Co., Mil-
waukee, praised the session as a
time “when we could siz down
with underwriters and see what
their problems are. The meeting
was attended largely by ‘big’ risk
managers and our discussion was
geared to the coverage problems
of larger companies. Hopefully,
future conferences will bring in
risk managers of smaller firms.”

Mr. Stehr said that the meeting
considered theories of self-insur-
ance and how self-assumption of
risk can alleviate the capacity
problem by shunting to insurers
only excess coverages.

“MASS merchandising was dis-
cussed at length,” Mr. Stehr said,
“and it was the consensus of the
risk managers present that such

programs fall into the area of in-
dustrial relations rather than risk
management. Some of us felt that
since unions will initiate demands
for group property-liability insur-
ance coverages, perhaps the un-
ions ought to handle the pro-
grams.”

Generally, Mr. Stehr felt, the
meeting was an occasion o “get
something off your chest, a time
to learn how insurers do things
and what you can do to work
more effectively with them.”

From Employers Insurance’s
point of view, the meeting was
also worth while, according to
John Bernick and Don Faro, the
executives of the company who
cooperated with Mr. Mortimer in
arranging the session.

“We were impressed with the

professicnalism of the group
brought to Wausau by Mr. Morti-
mer,” said Mr. Faro, “because
they knew so much about the in-
surance market needs of industry.
Up to now, insurance companies
have told their clients what they
ought to have. Now it is evident
that professional risk managers
are ready to tell us what their
needs are.”

One of several areas of agree-
ment between the insurer’s exec-
utives and the risk managers was
legislative action. ASIM and Em-
ployers Insurance representatives
agreed that insurers and corpo-
rate insureds ought to cooperate
in sponsoring legislation that both
believe to be in the interests of
orderly insurance regulation.

Continued on page 3¢
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1t your
life insurance needs

look bigger than the
means...t

is meant for you!

Want a lot of insurance for little cost? Level protec-
tion and a level premium? Permanent insurance with
guaranteed cash values?

You can get all these in CLASSIC Ill, the Con-
tinental Assurance plan especially designed to pro-
vide really big protection with the lowest possible
premiums. It’s made-to-order for the young married
man whose pocketbook is somewhat smaller than his
.or for the newly established
professional who is still short of capital but must have
large-scale coverage from the start.

CLASSIC 111 is an insurance innovation combining
a permanent life plan, a 3-year term rider and a special

big insurance need . .

‘-

s bargain

dividend option. It was designed so the dividend could
—beginning in the fourth year—be used to purchase
one-year term insurance and paid-up additions in the
amount necessary to maintain level protection. And to
help keep premiums level for life.

A CLASSIC |11 big bargain example: just $847
annual premium buys $100,000 of protection for a 25-
year-old man . . . with a 20-year cash value of nearly
$18,000, value based on our current dividend scale.

If that’s the kind of bargain you want, ask your
Continental Assurance man or independent agent
about CLASSIC I111. Or write Continental Assurance
Co., Product Manager, Dept. 109, Chicago, Ill. 60604.
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following the funds

Advertising-style account switches
to invade pension business: Egener

By RANCE CRAIN

NEW  YORK—The pension
business, heretofore not known
for abrupt movements from one
investment counselor to another,
is on the verge of plunging into
advertising-style account switch~
ing, in the opinion of one mutual
fund man.

“What we're about to see,” ac-
cording to Stanley Egener, presi-
dent of Scherl, Egener & Co. here,
is “healthy, bitter competition.
The industry is going to become a
jungle, and I think it’s a good
thing because most of the pesnsion
administrators have had it too
easy.”

Mr. Egener’s firm runs the Side
Fund, a mutual fund started
about a year ago mostly to handle
pension business. Mr. Egener said
he hopes for quick Internal Reve-
nue Service approval of a ‘‘split-
funded” prototype pension plan
embodying both insurance and
mutual funds as the investment
vehicles.

WHAT'S GOING TO stir up the
activity among pension administra-
tors, Mr. Egener told Business In-
surance, is the entry of the stock-
broker on the scene. Up to now,
he said, pension business has been
dominated by insurance compa-
nies and banks—which were
staffed up to design, install and
administer all kinds of retirement
plans.

“The securities business has

Lessor held
liable for

equipment

LOS ANGELES—A lesscr, as
well as a manufacturer or retailer,
is absolutely liable for defective
equipment, a Calif. Appeals Dis-
trict Court has ruled in the case of
McClaflin v. Bayshore Equipment
Rental Co. involving death of a
man using a defective leased lad-
der.

“It is now well established.” the
ruling said, “that a person is
strictly liable in tort when an ar-
ticle he places upon the market,
knowing that it is to be used
without inspection for defects,
proves to have a defect that caus-
es injury to a human being,”
quoting the 1963 California case
of Greenman v. Yuba Power Pro-
ducts.

The court also noted that
Greenman  applied the rule
against a manufacturer, while in
two other cases it was applied
against retailers. “No California
court has yet applied it against
the lessor of a chattel. We do so
here.”

DEFENDANT had cited deci-
sions of a lessor or bailor of per-
sonal property in California can
be held liable for negligence only,
and not strictly liable as in the
“Greenman rule.”

had none of that,” Mr. Egene:
said. “Tae securifies guy s bw
nature sc encharted with his own
product that he really doesn’t un-
derstand the prcalems of the buy-
er. He’s got a grezt stock idea but
not a method of improving the
plan.”

At the same time, corgorate
trustees have zreatly increased
their iaterast in the performance
of heic- pension olans, Mr. Egener
said. I con’t know what took
them so loag, but they now wan:
their money managed aggressively
—rot only to increase the upside

but also to minimizz the down-
side.’

THE DEMANDS put on a cor-
poraze pension plan Zor a “realis-
tic” ratirement fund zre growing
steadiy, Mr. Egener -ointed out.
The plan has to D& a hedge
agairst inflation, but t—e company
witk. a pension is “caaght in a
binc”—urtil recent.y adout the
only way to increase kan=fits was
to put mcre money iatc the plan,
but the more money going in, the
lower the corporate praiits and the
lower the profits, the ower went
the company’s stock

Against thos backdrop of ‘“‘dissat-
isfaction” w:th pension invest-
ment performance, enter the eq-
1ity salesman. For the first time,
axplzined Mr. Egener, he can of-
fer kboth a plan and the invest-
men: vehiclz. “This is going to
nave a profrund impact on the
a2quizy marke:,” he said,

Mcre and more equity firms—
such as Dznaldson, Luftkin &
Jenrette—are “chasing the insti-
tutzonal dzllar,” Mr. Egener
poiatad out. *“And the more inti-
ma-e securities firms get with the
inszitational area the more serv-
ices they will offer. They're de-
veloping pension and profit shar-
ing departments and becoming in-
volved in the design and installa-
tion cf plans.

“AND THEY’RE ALSO becom-
ng more fanmiliar with insurance.
The day is fest coming when they
will be sellinz insurance.

“Somewhere down the line
Dor.aldson, Liaftkin is going to say
to a corporazion that it can im-

prove pension benefits by improv-
ing performance, and it can also
improve benefits by restructuring
the plan. They and others are set-
ting up departments to do this.”

Up to now banks have had a
big advantage over securities
firms, Mr. Egener said, b=zcause
they were set up to administer
pension plans and brokers were
not. So even if a securities firm
did win out in a performance
competition with a bank, it wasn’t
able to administer the plan.

BUT NOW BROKERS are able
to turn over the administration of
the plans to independent firms set
up to handle this functior. (the
Side Fund uses National Employe
Program Services Inc.). So zorpo-
rate trustees “can make up their
minds on the basis of investment
performance and not administra-
tive capacity,” Mr. Egener stated.

The {financial executive sees
two big areas where mutual funds
can come to the aid of the eorpo-

Continued on page 50

Last year, MOAC wrote czean cargo i<is'rance on over
7 billion dollars’ worth of goods and merchzndise.

Chbviously, that's a big part of marine insurance. But
it's not the enly part. For marine risks are by no means
con‘ined to the sea. Or evan the areas surrounding it.
You'll often find them smack in the middiz of dry land.
Risks like tank farms, TV towers, motor fruzx cargo, con-
tractor’s equipment —even something cs ' p-obable as
the ground cover inside the Hauston Astrcdome.

Ar MOAC, this kind of aland marine insurance is an-

Aatroturf is a registerec tracemark 3f The Monsanto Comaany.

other of our specialties. We write a lot of it. And some-
thing like 85% of what we write is judgement-rated.
Whick means that when there’s a risk as unusual as the
famous Astroturf, our experience and common sense
can make all the difference. To both you and your client.

It's taken a great deal of exposure to garner our kind of
experience. And many years of experience to build the
facilitizs and comprehensive records that, together with
the gozd minds of MOAC underwriters, make the whole
thing work with smoothness and efficiency.

Rejecting this argument, the ap-
peals court pointed out that the
law “does not state this conclu-
sion: the legislature in enacting it
defined certain duties of a lessor
of chattels, but did not purport to
limit his liability to breaches
thereof.

“But it is the element of warran-
ty that the Greenman rule wholly
abolished . . . The exclusion (of
lessors) would ignore the market-
place realities upon which the
Greenman rule rests. L
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Arthur Deric leaves AMA for quiet college life

NEW YCRK—Arthur J. Deric,
insurance division manager of the
American Maragement Assn, for
almost nine years, has joined the
academic world as an associate pro-
fessor at a small Pennsylvania
junior college. He is not, however,
deserting the “3,500 or so” inti-
mate contacts he has made in the
business during the past few
years.

“One of the things I’ve learned
at AMA,” he told Business Insur-
ance, ‘“is that there is a difference
between management and admin-
istration. Management makes
things bappen; it’s concerned
about tomorrow. Administration
is minding the store today; it’s
concerned with today, with get-
ting the job done.

“Basically, I've had the title of
manager here,” he said, “but I've

alsc been wrapped up with a lot
of edministrative details.

“1 DO SEE a financial services
futire; a future that would com-
bine all the elements of risk, em-
plore benefits, workmen’s com-
pensation, and include such things
as .nvestments, credit and lend-
ing.

“But that future is not just
going to happen,” he continued.
“It nas got to be made. In my new
job I’ll have eight months to work
for my salary. During the other
four months of the year I'll be
able to write, do applied research
and consult in employe benefits
risks and the financial services
areas. I can,” he said with more
than a little emphasis, “help that
future happen.”

Mr. Deric has made some elab-

Arthur J. Deric

orate plans for his quest. In addi-
tion to teaching business manage-
ment, organization and law at
Bucks County Community College
in Newtown, Pa., he intends to

run a six-month meeting for 25
top employe benefit managers
around the couniry, write a book
that might replace the AMA’s
“The Total Approach to Employe
Benefits,” provide a nation-wide
organization that would offer fi-
nancial planning services for cor-
porations and, eventually, set up a
college of sorts of his own.

“What'’s the kicker?” he asked
rhetorically after running through
his plans chronologically.

“Well, we're not going to have
a financial services future unless
we have a place to train the mon-
ey-planners of the future,” he
said. Mr. Deric hopes to provide
that place.

MR. DERIC’S immediate plans,
however, are limited to the semi-
nar program and the book.

With no manual to go by,

we insured the Astroturf’

against some mighty
big bruisers.

You may never have a football field of artificial grass
to insure. But you'll probably have another risk for which

there’s no real precedent. In which case you'll also be in-

terested to know that we can serve you from more than
30 departmental and branch offices in North America.
Not only do we have more marine insurance men in the
field, but they're empowered to bind larger risks —and

bind them faster —than other marine under-
writers. What's more, we'll settle your claims
with speed and fairness. But with the largest
Marine Office - Appleton & Cox Corp.

staff of marine engineers and surveyors in the industry,
we make every effort to see that you never make one.

At MOAC, we write all kinds of marine insurance. In
fact, we write more than anyone else in the world. We'll
write it by the manual when it's possible. And we'll write
it on cur own when it's not. For additional information,
write Walter T. Wells, VP, Marine Office ¢« Appleton &
Cox Corporation, 123 William Street, New
York, N.Y. 10038. Aviation insurance through
Associated Aviation Underwriters.

The six-month meeting (he
prefers that term rather than
seminar or study group), Mr.
Deric explained, will be primarily
a research affair with the 25 cor-
porate employe benefit managers
working on practical problems,
which will be incorporated into
the book. He has not yet divulged
the names of those who will par-
ticipate, nor the companies they
represent.

“The book,” he said, “will be
more of a handbook in two phas-
es. The first phase will be in nar-
rative form and about 400 pages
long.” He added that he can begin
writing the narrative at any time
from a “stack of notes this high”
(indicating waist-level) accumu-
lated over the years. The second
phase of the book will be mostly
charts and graphs. Much of the
latter, he said, will be the result
of his 25-man meeting.

“It’s my intention,” he said, “to
put out a ‘fop drawer’ text—
not really a textbook,” he added,
“but a practical, definitive work
which will be the basis for employe
benefit management. It's not going
to tell the employe benefit man-
ager how to solve his problem,
but it will touch all bases.
He'll be able to refer to it and then
make his own judgement depend-
ing on his particular problem.

“WHEN AN employe insurance
manager has a problem he will
pull this book down from the
shelf and say, ‘Let’s see what
Deric has to say about it,” * he said.

Mr. Deric is the editor of the
AMA'’s “The Total Approach to
Employe Benefits,” generally con-
sidered to be the most authorita-
tive work in its field. The book,
which is used in at least three
colleges, is now in its third print-
ing. “I’'m rather proud of that?’ he
said.

His planned effort, as yet unti-
tled, is to be an “expansion of
that concept,” he said. It may be
published privately or in associa-
tion with the AMA.

When the book is finished (he
estimates it will take about a
year), Mr. Deric hopes to branch
out somewhat and provide finan-
cial services consultation for top
corporations and their executives.
“I"d like to go to executives, ask
them what their financial situa-
tion is in regard to insurance and
investments and advise them,” he
said. This, he added, might take
the form of a national organiza-
tion that would provide a finan-

Continued on page 37

Rvoid e costs of

over or under insurance.
For a reliable appraisal of
your business property
call or write

COATS &
BURCHARD
COMPANY

appraisers
SINCE 1894

4413 RAVENSWOOD AVENUE
CHICAGO. ILLINOIS 60640
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thousands right
under your nose

SEI.F 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

ROBERT F. COLEMAN, INC.
® Workmen’s Compensation @ Public Liability
® Accident Control Spgcialists since 1923

Send for our informative Srochure outlining this timely and vita! insurance plan.

120 East 23rd St. ¢ New York, N.Y. 10010 o Telephone: 777-4210

46 companies file suit
in McCormick fire case

CEICAGO — Another suit
against Fischbach & Moore Inc.,
New York, and its subsidiary,
Fischbach & Moore Electrical Con-
traciing Inc., Chicago, has been
filed in circuit court here, asking
almost $800,000 in damages as a
result of the 1967 McCormick
Place fire.

The suit was filed by 46 compa-
nies that were exhibitors at the
National Housewares Saow in the
huge exhibition center when it
was destroyed, It alleges that the
electrical company improperly,
and in violation of fire prevention
laws, installed temporary wiring
for the exhibits and the fire was a
result of the company’s actions.

Two other suits, still pending,
were brought by 12 exhibitors in
one action and five insurance
companies in another. The first
actior. asks for $10 millicn and
the subrogation suit requests $9,-
398,532.

AS IN THE two previous suits,
the latest one cites alleged viola-
tions of the National Electrical
Safety Code, part of the Illinois
Rules and Regulations for Fire

Prevention and Safety.

At the time of the original suit,
W. P. Gutekanst, president of
Fischbach & Moore, issued a state-
ment that said in part: “We will
vigorously oppose this suit since
we are convinced that any

charges against us cannot be sup- .

ported.” A spokesman for the
company reiterated the stand that
‘“we’re not liable for any damages
at all.”

The company spokesman de-
clined to say any more than that
Fischbach & Moore is insured with
“several layers" of coverage for
liability.

Insurance industry sources told
Business Insurance that, at the
time when the original suit was
filed by 12 exhibitors, negotiations
with the electrical contractor for
a settlement had broken down. =m

Keats joins McKinsey
Stephen M. Keats has joined
McKinsey & Co,, Chicago, as an
associate. Mr, Keats was formerly
with Towers, Perrin, Forster &

&

Provident has it.

Group Department

Whats an Echidna,
anyway 2

Not to be mistaken for a popular
Mexican dish, it's actually a spiny anteater
that’s very much at home in New Guinea.

Provident too is very much at home with all the technical
language common to group insurance. And during

the 70 years we have been writing group business we
have also acquired a unique ability to provide contracts
that sell — from the common or garden variety
to the most complicated new coverages.

Insurance brokers who recommend Provident know this,
and their clients love them for it.

Are you getting your share of the kind of help
you need to move easily into big time group writing?

May we please tell you about it?

Chattanooga

Provident

LIFE AND ACCIDENT

Crosby.

List McCormick Place

major insurance

CHICAGO—The Metropol-
itan Fair and Exposition Au-
thority has a builders risk
policy with a $72 million ag-
gregate limit underwritten by
Factory Insurance Assn. and
the Kemper Insurance Group
for the ‘new McCormick
Place. The coverage has a
$10,000 deductible, but Conti-
nental Insurance Cos. has
agreed to write a primary
cover of $9,000 for the same
risk.

Continental also under-
writes the wrap-up coverage
for the huge new exhibition
hall, which has a $20,000 mil-
lion aggregate limit. The
same insurer paid $6 million
on the fire loss of the original
McCormick Place, which in-
volved six other primary car-
riers.

The wrap-up coverage in-
cludes protection against per-
sonal injury, as well as em-
ployer’s liability and property
damage. Other coverages in-
clude excavation, collapse
and underground risks, com-
pleted operations for three
years after owner’s accept-
ance, blanket contractual lia-
bility and longshoremen’s and
harborworkers’ risks,

The original cost estimate
for the new McCormick Place
was $80 million; however, re-
vised estimates are that the
building will cost $94.5 mil-
lion.

Close to $8 million is said
to have been allocated to
safety and fire prevention,
which includes a $1.5 million
computer installation that
will detect temperature and
other environmental changes
inside the building.

FAIR has
50% support

WASHINGTON—Contrary to
predictions that the FAIR plan
program for providing property
insurance to inner-city areas was
on the verge of going completely
under for lack of state support,
24 states, the District of Columbia
and Puerto Rico now have active
FAIR plans that promise to re-
main active—exactly half of the
52 jurisdictions eligible for the pro-
gram.

Under the provisions of the riot
reinsurance bill that established
the FAIR plan program, FAIR
plans could operate through Au-
gust 1 of this year without state
legislative action to set up a state
layer of insurance protection. And,
31 states, D.C. and Puerto Rico did,

For a while, however, it looked
as though only about 12 of these
33 jurisdictions would get the
necessary state action to continue
the plans, thus putting the entire
program in serious jeopardy.

BUT A LAST minute push
found only seven of the 33 actual-
ly failing to get state legislative
support of their plans. Four of
these still have a chance.

Of the 26 still very much in the
program, 20 have enacted the
necessary state layer, three have
such legislation pending with pas-
sage anticipated and three did not
have state legislative sessions this
year so are exempt from the Au-
gust 1 cutoff.

Jurisdictions that have adopted
the state layer are: Conn., Del.
Wash. D.C, I, Ind., Ia., Kan.
Md., Mass.,, Mich,, Minn,, Mo,
N.J, N.M, N.Y,, N.C, Pa., Pueric
Rico.,, R.I., and Wash. =
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Giles on the law

Lowly coffee pot causes

$6,000 liability award

By JOHN W. GILES

Attorney-at-law

WASHINGTON—The familiar
coffee pot has not escaped the
impact of the doctrine of products
liability.

The plaintiff sought to recover
damages for severe burns he sus-
tained when a 1¥% year old ce-
ramic coffee pot broke while his
wife was serving him a cup of
coffee.

The jury gave him $6,000 for
the cup he did not get. On appeal
the court found the verdict prop-
er. There was sufficient evidence
of a defect in the coffee pot.

The failure of the pot occurred
when a small crack on the inside
of the top part of the ceramic
bowl spread through a substantial
portion of the coffee pot. The ini-
tial crack was caused when the
pot was bumped slightly against a
faucet while the pot was being
filled. The court said that a pot
which cannot withstand this kind
of bumping is defective. (Toth v.
Corning Glass Works. Ct. of Ap-
peals, Sixth Circuit June 5, 1969.)

*® * L]

AS YOU ENOW, people are
suing for almost everything today.

The latest is a suit against a
bank for injuries sustained by
iripping over the leash of a
seeing-eye dog belonging to a
hlind customer who was standing
in line at the teller’s window.

Fortunately, the appellate divi-
sion in New York denied liability.
Said the court, it was not reasona-
bly foreseeable that the bank, by
allowing a blind woman to enter
its premises, accompanied by a
seeing-eye dog, would create a
dangerous situation, if the lady
was not accompanied by a securi-
ty guard.

Surely it was not reasonably
foreseeable that a normally sight-
ed patron of the bank would fall
over the leash of a seeing-eye dog
quietly standing at its owner’s
side. We should hope so. (Morris
v. Troy Savings Bank. N.Y. Sup.
Ct. Appt. Div., Third Dept. May
23, 1969.) '

*® *® ®

A CASE to be heard in the
October term of the Supreme
Court is Thorne v, Aetna Life In-
surance Co.

In that case the seventh cirecuit
court of appeals held that there
was no interim insurance under a
so-called “binding receipt” that
provided effective coverage from
the date of medical examination,
if the insurer was satisfied that
on that date the applicant was
insurable.

Evidence of the applicant’s in-
surability was not available, since
he refused to undergo the medical
examination upon which the in-
surer was to determine his insur-
ability. The agent of the insurer
had repeatedly advised the appli-
cant and the applicant understood
that he had no coverage until he
took his medical examination.
(Supreme Ct. Docket No, 1478.)

* * &x

SURVEYORS apparently need
adequate insurance protection.,

The surveyor service made an
inaccurate survey of a lot for a
building. The purchaser depended
on the survey when he purchased
the land and the house which was
built upon it.

After the purchase, the buyer
discovered that his driveway and
garage encroached on his neigh-
bor's land. The survey bore the
following words: “This plat of
survey carries our absolute guar-
antee for accuracy, and is issued
subject to faithful carrying out of
the above and foregoing instruc-
tions and conditions before any
liability will be assumed on the
part of the Jens R. Doe Survey
Service.”

In addition, “I, John Marnul,
hereby certify that I have resur-
veyed and located the building on
the property above described and
that the plat above is a correct

representation of said survey and
location.”

The Illinois supeme court, in
holding the surveyor liable to the
purchaser of the property, said,
“The surveyor might reasonably
have foreseen that the plat would
subsequently be relied upon by a
third party in connection with the
financing and purchase of the
surveyed property. The potential
liability of requiring the surveyor
to respond in damages is not
overwhelming, for the class of
persons who might foreseeably
use this plat is rather narrowly
limited to those who deal with the
surveyed property as purchasers
or lenders, (Ill. Sup. Ct. Rozny v.
Marnul 5/28/69.) )

& ® *

ARE YOUR valuables locked in
a locked compartment in your
safe? Your policy may so provide,
and in.the event of a loss, you

may not be paid.

In a recent case unknown per-
sons burglarized the plaintiff’s de-
partment store. They broke into a
locked safe and took approxi-
mately $40,000 in money and se-
curities and caused $650 damage
to the premises. The insurer de-
nied coverage, because of an al-
leged violation of the policy
which required that while the
premises were not open for busi-
ness, the insurance was limited to
property contained in a specifical-
ly described locked safe.

This was the box described in
the policy. The court denied re-
covery, saying that the endorse-
ment requirement on the policy
was quite conspicuous and the
terms thereof clearly stated the
safe warranty. (Jefferson Realty
of South Dade, Inc. v. Fidelity &
Deposit Co. of Meryland. U.S. Ct.
of Appeals, 5th Circuit. May 1,
1969.)

IF YOU ARE playing golf and
the rains descend, your first im-
pulse is to seek shelter under a
tree. That is exactly what the
plaintiff did in this case, but un-
fortunately, the tree was struck
by lightening and he was injured.
He sued the country club, which
had a policy that agreed to pay
the club all reasonable expenses
for accidents occurring to club
members on the premises of the
club,

The term ‘“accident” was not
defined in the policy and injury
by lightening was not excluded.
The insurance company denied
liability, elaiming that this was
not an accident. The company
also claimed that the claimant for
medical expenses was participat-
ing in a sport, and such activities
are excluded from coverage.

‘But the Arkansas court allowed
recovery saying that the game
was over when the golfer was

Continued on page 34

Multi-Gard is for
the firm that

wants to keep all
its working capital

working...

vance.

You've been paying for
your different forms of
business insurance in ad-

But we’ve got a new ex-
tended-pay plan that
spreads your business in-
surance costs over many,
many months, if you so
desire.

Most important, we com-
bine all your business in-
surance — workmen’s
compensation, liability,
truck fleet, whatever your
business needs — in one
Multi-Gard package of
policies that saves you
money.

With Multi-Gard there is no
costly over-lapping insur-
ance in some areas—lack
of coverage in others . . .
with different expiration
dates that could leave you
completely uncovered at a
crucial time.

You're bound to have
questions.

Call us.
We've got answers.

And more than half a cen-
tury's experience, and
solid growth, in the busi-
ness lines field.

ICHIGAN MUTUAL &z

Home Office: Mutual Building-Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis, New York, St. Louis, St. Petersburg
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Says 'strict liability’
kills safety incentive

WASHINGTON—A spokesman
for the American Trucking Assns.
said that a plan to impose “abso-
lute liability” on commercial ve-
hicle operators would destroy
truckers’ greatest impetus for safe-
ty.
Goley Sontheimer, an insurance
and safety expert for ATA, told
Business Insurance that the Ameri-
can Insurance Assn.'s proposal
would destroy retrospective insur-
ance rating plans that have made
commercial vehicle operators re-
sponsible for their own accident
losses.

Under the AIA “absolute liabili-
ty” plan, commercial vehicle op-
erators would be liable for all
damage and injury inflicted in

collisions with private passenger
cars.

Operators of commercial vehi-
cles have generally rejected the
AIA proposal, pointing out that in
a vast majority of car-truck colli-
sions the private passenger car
driver is at fault. Some truckers
have pointed out that the AIA
plan would force fleet drivers to
adopt new safety techniques keyed
to “defensive driving.”

MR, SONTHEIMER commented,
“It’s hard to see how AIA reaches
the conclusion that commercial
vehicles should oe held absolutely
liable. In fact, we find that there
is dissention among AIA member
companies, some of which do not

Hartford to meet

EARTFORD — Hartford
Fire Insurance Co. will hold
its special stockhclders meet-
ing—to consider a merger
with Intemational Telephone
& Telegraph Corp.,—on Oct.
14 here.

Board chairman-president
Harry V. Williams, Hartford
Fire, told Business Insurance
that the meeting will be ad-
journed in October if the U.S.
Justice Department’s suit,
brought in U.S. district court,
New Haven, is not settled by
that time.

agree with this appreach.”

At present, he went on, the only
area in which absoluate liability is
imposed is in the use of nuclear
energy under the Frice-Anderson
Act. “‘But this,” Mr. Sontheimer
poinied out, “is a calamity-type

coverage, not something dealing
with ordinary and frequent road
accidents.”

The ATA spokesman said he did
not believe that it will ultimately
be possible to eliminate civil suits
over auto accidents under the
AIA’s no-fault plan. He said gen-
eral adoption of the plan is un-
likely because a substantial num-
ber of state legislators throughout
the country are lawyers who op-
pose adoption of the no-fault sys-
tem. ]

AIA, which decided to back the
no-fault plan in July of last year,
reacied to criticism of its proposed
system by recently suggesting to a
Massachusetts auto insurance study
commission that cornmercial vehi-
cles be made absolutely liable for
costs of accidents they have with
private autos. Under this modifica-
tion insurance costs would be divid-
ed more equitably hetween opera-
tors of commercial vehicles and
private passenger car Owners. [ ]

We won't leave you high and dry.

We've been firmly archored in the in-
surance business for over half a cen-
tury. And fully intend to stay that way.

You see, the “Mutual’ part of our
name has two meanings. One, as a
mutual company we can't be bought,
blended, federated or otherwise fid-
dled with. So you won't wake up some
morning to find we've sailed oft on
the nighttide.

The second meaning of “Mutual”
affirms the obligation we have to you
as a Utica policy holder. After all, we
do chart plans together to meet your
specific needs. And, backed by all our
experience and facilities, these plans
won't alter course one degree.

So breathe easy. When it comes to
the matter of your protection, we'll
never abandon ship.

INSURANCE THAT STARTS WITH YOU. UTlCAMUTUAL

Giles . ..

Continued from page 34

injured and this was an accident
under the policy. (Glens Falls
Group Ins. Co. v. Simpson. Ar-
kansas Supreme Court, April 14,
1969.)

* » -

CAN A LUMBER YARD be
held to striet liability for a defec-
tive piece of two by four? This
piece had so many knots in it that
it broke in two under the weight
of the plaintiff and he was in-
jured.

The Illinois appellate court says
that lumber is a product for the
purposes of a products liability
case. The strict liability of a re-
tailer arises out of his integral
role in the marketing enterpise
and affords an additional incen-
tive to safety.

It is a jury question as to
whether the plaintiff’s injuries
were caused by a defect in the
product or whether those injuries
were caused by a misuse of the
product. The plaintiff here had no
prior carpentry experience.

Anyone with a slight knowledge
of lumber knows that a heavily
knotted piece may well not stand
much strain. This is certainly a
borderline case and we trust the
jury could see the problem when
it was sent back to them. (House-
man v. Dawson & Co. I1l. App.
Court. Fourth District, Feb. 20,
1969.)

* * *®

THE EARLY DEFINITION of
“vandalism” was restricted by the
courts to the destruction or spoil-
ing of something venerable, artis-
tic or beautiful.

The term “vandalism” as used
in property insurance policies to-
day ordinarily includes the de-
struction of property generally.
Vandalism refers to such wilful,
wanton and ruthless acts as are
intended to damage or destroy the
property insured.

A late case in the Kentucky
court of appeals discusses the
subject. The owner of an insured
apartment building instituted an
action against the insurer to re-
cover for the theft by unknown
persons of air conditioners which
had been taken from the walls of
the building after forcible entry
of some of the apartments.

The policy contained a vandal-
ism and malicious mischief en-
dorsement, which restricted cov-
erage to only wilful and malicious
physical injury to or destruction
of the insured property, and
which exempted the insurer from
liability from any loss or theft or
larceny, except loss by wilful and
malicious physical injury to or
destruction of the insured build-
ing.

The trial court entered judg-
ment for the insured for the
amount of the loss. The court of
appeals affirmed the judgment
and held (1) that air conditioners
were fixtures; (2) under the
provisions of the policy, malice
could be presumed from the un-
lawful act and it was not neces-
sary to prove a particular per-
sonal animosity of the unknown
predators against the building
owner; (3) the purpcse of the
provision exempting the insurer
from liability for loss by theft or
larceny, except loss by wilful and
malicious physical injury to or
destruction of the insured build-
ing, was to recognize that injury
to or destruction of the building
was covered although occurring in
connection with a burglary; and
(4) the entire loss claimed in the
case at bar was within the cover-
age of the wvandalism malicious
mischief endorsement of the poli-
cy. (See State Automobile Mutual
Insurance Co. v. E. T. Trantwein,
414 S'W. 2nd 5817.) L
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Camille mop up reveals diverse business losses

CHICAGO—Major insured loss-
es from Hurricane Camille—un-
covered in the mop up after the
storm—indicate that in the stormy
area commercial concerns rang-
ng from railroads to oil compa-
nies took a beating, in one degree
or another,

John J. Walsh, of Illinois Cen-
'ral Railroad Co., said that early
reports of extensive damage to
suildings along a 35-mile stretch
of track from Wiggins, Miss,, to
Gulfport were overstated. Mr.
Walsh contended that only a few
roofs of the buildings were blown
off during the storm.

Coverage for any loss that Illi-
nois Central Railroad might suffer
would be taken up by a wind
damage policy underwritten by
Lloyd’s, which has a $25,000 de-
ductible, the Illinois Central in-
surance manager said.

The Louisville & Nashville Rail-
road’s tracks between Pascagoula,
Miss., and New Orleans were
washed out by the storm for
about a 20-mile stretch. Frank
Burke, of L&N, said, “There is a
question of whether the policy we
have will cover the loss.” A
spokesman for Rollins-Burdick-
Hunter Co., brokers for the L&N,
would only say that “it is rare
when a railroad has coverage for
such a loss.” Minimum estimated
damages, according to the railroad,
are $2 million,

AN INSURANCE consultant
contacted by Business Insurance
observed that there is no reason
why corporate insurance consum-
ers with wind damage coverage
should not be covered for hurri-
cane losses, even if water caused a
major portion of the damage. His
reasoning was identical to that of
insurance industry spokesmen,
who contended that it is almost
impossible to tell what is wind
damage and what is water dam-
age.

The Railroad Insurance Under-
writers said that no losses have
been reported to the RIU that were
caused by Camille.

The OS8-7 rig of the Reading
Bates Off Shore Drilling Co. suf-
fered damage when the derrick
package tumbled into 240 feet of
water. Recovery of the package is
in question, according to a
spokesman for the company. A
Lloyd’s cover, with a “sizeable de-
ductible,” is expected to pick up
an estimated $500,000 in damage,
the source said.

In block 36, Kerr-McGee Corp.
had one gas well in the water; in
block 20, three wells were in the
water, with one leaking oil. Dam-
age was also suffered in block 47.

Kerr-McGee operates 67 oil
completion wells and 29 gas
wells in the area. The company
spokesman said that no loss fig-
ures are available as yet.

A statement released to Business
Insurance from Kerr-McGee said
in part: “Kerr-McGee did not
suffer any significant damage to
its insured mobile drilling equip-
ment, even though winds in that
area [rig SO, block 92] were
clocked at 172 miles an hour. The
company is self-insured for dam-
ages to the oil and gas wells.”

ANOTHER oil concern, Chevron
Chemical Co., which is part of
Standard Oil of Calif, was hit
with significant loss. The com-
pany’s treasurer, L. E. Grattan
Jr., who flew with some 60 other
technical advisors to the scene of
Hurricane Camille’s destruction,
had not vet reported back any
loss figures.

But first reports from the area
were that tank batteries and
processing facilities in the Pasca-
goula, Miss,, area suffered flood
damage, and major losses were also

suffered at Venice, Miss. Several
other locations were struck with
the hurricane’s blows.

Coverage for any Chevron loss
would be picked up by Lloyd’s for
al. off-shore operations and do-
mestic and British carriers for on-
shore drilling operations.

A gpokesman for Chevron said
that no oil leaks were reported
ar.d that the company carries a
“very high deductible”—$5 mil-
lion.

Getty Oil suffered losses on its
on-shore production facilities and
a marine terminal at Venice, Miss.,
according to Jack Peterson, who
handles Getty’s risks.

Mr. Peterson said that there is
no estimate available as to losses.
“We have a pretty good idea what
the losses are,” he said, “but I
wouldn’t want to prejudice the

negotiations with my underwriter.”

The Oil Insurance Assn. is
Getty’s underwriter. Getty’s cov-
erage has “no appreciable dedueti-
ble.”

Insurance company losses from
the Midwest area reported to
Business Insurance include:

e CNA: Although no final loss
estimates will be in for some time,
CNA is heavily involvecd in com-
mercial loss for the hurricane. In
addition to a number of businesses,
the insurer has coverage on a toll
bridge in Bay St. Louis and a pri-
vate school. A spokesman for the
company indicated that hctel and
motel losses may be very high, as
the area hit by Camille is of a re-
sort nature and CNA is deeply
invelved in these risks.

e Employers Insurance of Wau-
sau reported that it will suffer

about $200,000 on commercial
losses and about $50,000 on per-
sonal lines, A spokesman for the
insurer said, “A major loss sus-
tained by Employers Insurance of
Wausua in Hurricane Camille in-
volved a single insured for whom
we covered 58 locations in a
four-state area: Louisiana, Missis-
sippi, Alabama and Florida. Of
these locations, 24 were in Missis-
sippi, where we incurred a loss of
$150,000.”

e Kemper Insurance spokesmen
said that the company will suffer
about 1,950 losses on its personal
lines with a total cost of about $2
million. This figure excludes any
pirsonal auto losses the company
may incurr, a spokesman said.
Commercial losses for Kemper are
expected to number about 50 to
100, with no total loss estimate as

yet available.

e The St. Paul Companies re-
ported about $2.3 million in losses.

Ed Nillson, supervisor of insur-
ance and finance for Walgreen
Drug Stores, reported that all was
well at the drug chains Biloxi,
Miss., store, which is housed in a
shopping center that suffered only
minor damage to its roof, The Wal-
green executive said that the wa-
ter in the store was quickly
cleaned up by the store manager
and that orders for prescriptions
were being filled the day after
Camille sweep through the area.

A source at Amsted Industries
Inc. said that one of the compa-
ny’s locations in Mississippi suf-
fered minor damage but that no
exact estimate of the loss or in-
surance details were yet avail-
able. L]
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target for possible business-wrecking liability judgments.

Today’s affluence, the inflation in our economy, and the
propensity for juries to award inordinate amounts for
negligence makes American General’s Checkmate Excess
Liability coverage a business necessity.

Business Checkmate supplements your existing basic
policies by up to one million dollars at low cost. Or you
can extend this coverage beyond the million dollar mark
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*10 dozen shedding loincloths...'m ruined.
You better have Checkmate Excess Liability.”

And so should you. If your company is successful, it’s a

if you wish, at equally low rates. Business Checkmate
offers local and world wide Advertising Liability pro-
tection; Employer’s Liability; Comprehensive General
Liability; Products Liability; and Automobile Liability
(once minimum, required, basic limits are exhausted).

For eloquent proof that without a Business Checkmate
policy, your business success can be easily and quickly
jeopardized, pick up your daily paper. Then contact one
of the “Yes Men” at American General.

American General Companies
Baltimore, Maryland * Houston, Texas

Protection and Growth through Creative Insurance.
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Courts place more responsibility
upon users of heavy equipment

DALLAS—Courts seem “a little
more ready’’ to place a part of the
responsibility for injury on the
user of heavy equipment and re-
lieve “to a certain extent” the
responsibility of the manufac-
turer, an American Bar Assn.
meeting here was told.

But, warned Attorney William
V. Gough of Rochester, N.Y., in
home situations “the majority of
the courts are very willing to
make the sufficiency of instruc-
tions and warnings a question of
fact for the jury even when on
their face: they appear adequate
and clear—but fail however to
make specific reference to the
type of accident or use wnich oc-
curred.

“To put it another way,” said
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Mr. Gough, “the courts are leav-
ing to the jury the question of
whether the product under the
condition of sale is safe for use in
and around the home.”

PRODUCTS LIABILITY cases
arising out of the home contain “as
a general ingredient,” Mr. Gough
said, “the responsibility of the
manufacturer to realize the many
persons who will come into con-
tact and use under varying condi-
tions a given product. It may be a
grandmother, a 10-year-old boy

- or an average adult. The need for

proper instructions, warning and
labeling places a heavy burden on
the manufacturer.”

This, he said, is contrasted with
the usual product liability situa-

tion involving a car or a larger
piece of equipment “where the
person injured is usually better
acquainted with the limitations of
the equipment he is using.

“On the other hand there is a
large number of products: in the
home where the user only has a
casual knowledge of the proper
method of operation and the ma-
terials used in the equipment. In
many instances the person using
or wearing the item has no con-
cept of potential for harm.

He said the three areas where
liability is normally claimed are
inadequate- warnings and instruc-
tions, improper design and negli-
gent construction. But Mr. Gough
said recent court decisions have ex-
panded areas of liability.

One decision, involving General
Motors, held that the product
must not only be designed for the
purpose for which it was intended
but also for uninzended uses if
they are foreseeable.

In -the GM case the court held
that cars would ke involved in
collisions, and that the maker
should design the vehicle not only
for its intended use—as a means
of transportation—osut also to pro-
vide safe transportation.

Mr. Gough said a decision in
New York abolishing intrafamily
immunity will also> affect home-
type product liability cases. The
elimination of intrafamily immu-
nity will create the situation that
when children are injured in a
home there may be a claim
against the manufacturer and
against the parents in regard to
supervision or improper instruc-
tion in the use of the eguipment
—and especially the claim that
the equipment is too advanced for
the child, he explained.
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Ask unemployment

pay guidelines

WASHINGTON—An AFL-
CIO spokesman has called for
an end to the experience rating -
system now used to set em-
ployer-contributions for un-
employment insurance and the
establishment of a Federal
minimum standard for unem-
ployment insurance benefits
and eligibility as the key to
good protection for workers
and their families.

Bert Seidman, director of
the department of Social Se-
curity for the AFL-CIO,
warned “it is futile for the
President to rely on the states”
to improve unemployment
compensation.

Mr. Seidman recalled that
President Eisenhower appealed
to the states in 1954 to raise
jobless insurance benefits to
50% of wage level. The states
“completely disregarded” that
appeal, he said, adding that by
the “end of the Eisenhower Ad-
ministration, the percentage of
wages covered by unemploy-
ment insurance was lower
than it was in 1954.

“We see no reason whatso-
ever to think that President
Nixon will have any greater
success,” Mr. Seidman as-
serted.

The real effect of the experi-
ence rating system, the AFL-
CIO administrator said, is that
employers push hard in state
legislatures for “harsh and un-
reasonable disqualification
provisions.”

Mr. Seidman held that the
lack of Federal minimum ben-
efit standards has let the states
compete for new industry with
cheap, restrictive unemploy-
ment insurance programs.

Cotter lifts
Conn. license

of Globe

HARTFORD—Connecticut in-
surance commissioner William R.
Cotter has revoked the Connecti-
cut license of the Globe Life In-
surance Co. of Chicago, contend-
ing that the firm had been allow-
ing itself to be used as a front for
a company not licensed to do
business in Connecticut.

(Connecticut state statutes pro-
hibit licensed companies to solicit
or transact business for unli-
censed companies.)

Mr. Cotter said he found that
Globe had entered in these kinds
of agreements with the American
Family Life Assurance Co. of Co-
lumbus, part of the American
Family Cancer Plan Inc.—a com-
pany not licensed in Connecticut.

Specifically, the unlawful agree-
ment was to collect premiums, ad-
just losses as well as to process,
approve and issue checks in pay-
ment of claims and expenses and
maintain all records associated with
such business.

Globe, wholly owned by Swift
& Co., was licensed to do business
in all states except New York,
prior to the Cotter revocation. It
has assets in excess of $42 million,
with some $918 million of life in-
surance in force throughout the
u.s. L]

Names board members

California Insurance Commis-
sioner Richards D. Barger has ap-
pointed members of the Governing
Board of the California Insurance
Guarantee Assn.,, which will be
created by a new insolvency bill
the legislature adopted and sent to
Gov. Ronald Reagan for signature.
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AMA considers prepaid insurance
for patients under medical care

NEW YORK—A unit of the
American Medical Assn, is pre-
paring to start talks with the in-
surance industry about setting up
a form of prepaid protection for
patients injured in the course of
medical treatment.

If the AMA house of delegates
concurs, the board of trustees said
it intends to initiate discussions

Alaska held

liable In
auto accident

ANCHORAGE—The supreme
court of Alaska has taken excep-
tion to the common law rule that
precludes recovery against one
joint wrongdoer if another has
been released from liability—even
if the releasing document pur-
ports to expressly reserve rights
against other wrongdoers.

In the case of Young vs. Alaska,
the state's highest court has re-
fused to release the State of Alas-
ka and a construction company.

The company and the state
were sued, along with the driver
of a car by a passenger who was
injured when the driver lost con-
trol. A year later the passenger re-
leased the driver in settlement of
$3,000, but did not mention the con-
struction company or the state.

NOTING THAT the common
law rule had been considered nec-
essary because only wrongdoers
who had acted in concert could be
joined and there was “but one
cause of action,” which any re-
lease could extinguish, the Alas-
kan court said that “dissatisfac-
tion with the common law rule
has been the catalyst which has
led many jurisdictions to adopt
means of ameliorating its impact.

“We are convinced,” said Jus-
tice Rabinowitz, writing for the
unanimous court, “that the com-
mon law release rule should not
be adopted in Alaska. . . .

“The rule which will bring
most clarity to this area of ambig-
uous and conflicting release rules

is one under which a release of"

one tortfeasor does not release
other joint tortfeasors unless such
tortfeasors are specially named in
the release.

“We are of the further view
that adoption of this rule will in-
sure that the intent of the parties
to the release is given effect and
will greatly minimize the possibil-
ity of any party being misled as
to the effect of the release”
(Alaska supreme court: Young vs.
Alaska.) ]

Deric

Continued from page 31
cial planning service for corpora-
tions and their key employes.

The “kicker,” as he called it, is
what might come to be known as
Deric College, “a place to train
the money-planners of the fu-
ture.” There is no such place now.
Programs Mr. Deric conducted for
the American Management Assn.
were perhaps the only such train-
ing ground.

Mre. Deric's duties with the
AMA will be split among several
persons, Business Inswrance has
learned. Richard Fahringer, man-
ager of the finance division at
AMA, will take on supervision of
the insurance division. Working
with him on insurance programs
will be William Hyland, who will
run risk management programs,
and Malcolm Clough, who will
deal with employe benefits. &

with representatives of Blue
Shield, Blue Cross, the American
Hospital Assn., the insurance in-
dustry and others for this pur-
pose.

Tre proposed action was part of
the board of trustees’ report on
malpractice developments, in
which it pointed out that mal-
practice insurance rates increased
10% to 50% in 20 states in 1968
and that some $35 million will be
paid out to satisfy malpractice
claims originating last year.

THE REPORT stated: “Medical
experts who have studied the
problem report that the growing
incidence of malpractice claims
tends to reduce the quality and
increase the cost of patient care.

“They believe that physicians
are becoming wary of undertak-
ing heroic, hazardous procedures
which are medically justified, but
which the legal climate discour-
ages because of exposure to litiga-
tion if unsuccessful; that costly
X-rays and laboratory tests are
being made to confirm findings
already known, simply for self-
protection.”

The board said facts “indisput-
ably demonstrate” that the pres-
ent system for compensating mal-
practice claimants is ‘“‘unsatisfac-
tory for all concerned,

“Its costs are excessively high
in relation to the compensation
finally received by claimants.
Most important, the patient, the
physician and the insurance car-

rier are forced into a time-con-
suming and costly legal gamble
on the outcome of a trial which
often has no bearing on the true
merits of the patient’s claim. A
more efficient system for the pro-
tection of both patients and phy-
sicians i1s long overdue,” the board
contended.

THE AMA unit said there is “a
broad need for the enactment of
state legislation which will restore
the traditional concept of requir-
ing plaintiffs in malpractice suits
to prove fault, The enactment of
such legislation alone will not
suffice if the courts continue to be
motivated to shape the law out of
sympathy for the economic needs
of injured plaintiffs.”

The AMA board recommended
that state medical associations
make efforts to gain enactment of
malpractice legislation similar to
measures introduced in California.

Those bills:

e Bpecify a one-year statute of

limitations applicable in all cases
“except only upon proof of fraud
or intentional concealment”;

e Permit either party to de-
mand that the issue of the run-
ning of the statute of limitations
be separately tried before a trial
on the merits;

e Require the filing of a $500
cost bond in cases against physi-
cians;

e Permit malpractice insurers
and others to make advance pay-
ments to an injured person with-
out admitting liability and with
the right to offset such payments
against any future award;

e Protect the proceedings and
records of medical review com-
mittees of medical societies or hos-
pital medical staffs from pretrial
discovery or production in court.

The bills providing for advance
payments, separate trial on the
statute of limitations and provid-
ing for the confidentiality of med-
ical review proceedings were en-
acted into law, the board said. =

gl%md

WE'VE UPPED
OUR LIMITS

These are the new maximum
benetits for Group Major Medical at
New England Life:

$50,000 standard limits for
groups of 50 lives or more.

2. $30,000 standard limits for
ogroups of under 50 lives.

In selected cases even higher
limits are available.

The new maximums can be
made a part of any existing plan.

Now our healthy position in the
ogroup health field 1s even healthier.

New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Mass.
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American Risk and Insurance Assn.
hears about captives from some pros

CINCINNATI—Captive insur-
ance companies are no longer the
stepchildren of industry. They
have grown up into big business
and they are here to stay, the
American Risk and Insurance
Assn. was told by three spokes-
men of major U. S. companies. All
agreed that such insurance com-
panies are workable in most in-
dustries, provided experts are in
control and the risks are properly
assessed.

Waller B. Smith, director of in-
surance for United Airlines, ex-
plained that large insurance
premiums have forced his compa-
ny to consider this form of self-
insurance. He said the premiums
are approaching 2% of income.

“In our business things don’t

always happen in their logical or-
der or mathematical sequence. We
are in an industry where a $15
million loss [plane crash] has to
be the expected order of busi-
ness,” Mr. Smith observed.

“WITH PLANES coming up
that will carry 400 passengers at a
time, a crash could represent a
total loss of $100 millicn,” Mr.
Smith said.

United’s plan calls for a captive
insurance company owned by all
the airlines but 50% of the busi-
ness would go to a commercial
firm that would set the rates,

Mr. Smith said the plan is still
in the blueprint stage and would
have to have government approv-
al. Much, he said, depends on:

e How workable is the aca-

demic theory?

e Will the plan fill all the
needs of the airlines or be too
expensive?

e Can this plan be a cooperative
venture?

CHARLES MARTIN, manage-
ment consultant for Risk Engi-
neering Services, said the criteria
for establishing a captive com-
pany depend on the size of the
parent firm.

He pointed out that minimum
capital required would be $250,-
000, but a more workable sum for
larger companies would be be-
tween $500,000 to $1.5 million.

Mr, Martin said there are many
reasons for such insurance includ-
ing soil and water pollution risks;

special chemical problems in
many plants; riots; criminal lia-
bility; and inventory shortages.

He explained that success of
such a plan would depend on
whether it could protect the com-
pany against a large loss as well
as a number of small losses.

Bion Francis, manager of bene-
fit planning, Colt Industries, ex-
plained how he set up a captive
company for his firm and made it
pay off. .

“Even though we didn’t intend
it that way, the company ended
up making a profit,” he said. [ ]

Merger plans complete

Affiliation of Marsh & Me-
Lennan Inc. and Mann-Kline Inc.,
previously reported in Business
Insurance, has been completed.
L. Patton Kline will continue as
president and chief executive of-
ficer of Mann-Kline, which will
become a division of Marsh &
McLennan.

American International Underwriters
Writing Reinsurance Worldwide since 1920

1. Experience in World Insurance Markets

2. Reinsurance professionalism with creative
solutions to companies’ reinsurance problems.

3. Dependability and durability by being
established so long in so many countries.

AlU Offers

4. Financial security.
5. Considerable reinsurance capacity.

American International Underwriters
102 Maiden Lane, New York, N.Y.

John Gilbert, Manager Reinsurance Department

Telephone—(212) 344-9200
Cable Address: AMINTERSUR

Adjuster's
conviction
invalidated

PORTLAND, Ore.—The convic-
tion last month of Albert E. Hunt
Jr., 46, former fire adjuster for
Farmers Insurance Group, for ob-
taining money by false pretenses
in a $500,000 insurance fraud, has
been invalidated by circuit court
judge Charles W. Redding.

Mr. Hunt had been accused of
submitting a fraudulent proof of
loss statement in connection with
a 1968 warehouse fire.

During his trial, also before
Judge Redding, the judge dis-
missed charges of second degree
arson, conspiracy and destruction
of property with intent to defraud
an insurer,

IN SIGNING the order invalid-
ating the jury conviction, Judge
Redding ruled “the indictment
against Hunt fails to state suffi-
cient facts to constitute a crime
and is lacking in specificity.”

A deputy district attorney said
Judge Redding's ruling would be
appealed and that the state plans
to seek re-indictment against Mr.
Hunt if the Oregon supreme court
upholds the invalidation.

The insurance fraud that led to
Mr. Hunt's arrest originally named
14 persons in charges involving
collusion of insurance company
representatives and property own-
ers, plus Evans Smith, president of
Besco Construction Co., who has
been convicted of a number of
charges in the case. [

Insurer
settles suit

PORTLAND, Ore—Investors
Insurance Corp., a life insurance
firm, has announced settlement of
its lawsuit against former presi-
dent Albert G. Ingalls,

The lawsuit was brought to re-
scind an agency contract with Mr,
Ingalls, who also was a director,
and to recover commissions paid
under the contract amounting,
with interest, to more than $1
million. The defendant counter-
claimed against the company to
continue the contract and to re-
cover commissions at a rate in
excess of $120,000 annually, it was
reported.

UNDER TERMS of the settle-
ment, the company acquired all of
Mr. Ingalls’s stock in the firm,
about 11% of all outstanding
shares, or 304,945 shares, at a price
of $1.10 per share. Payment for the
shares is to be made in monthly
installments over a 10-year period
at 4% interest after a 30% cash
down payment.

The agency contract was can-
celled, and no further commis-
sions are payable under it. The
company will pay approximately
$800 per month for 10 years in
full settlement of all claims. ]

ASIM . ..

Continued from page 29

In addition to Mr. Mortimer,
Mr. Smith, Mr. McCahill and Mr,
Stehr, ASIM representatives at
the meeting included Clayton
Carlson, Boise Cascade Corp.; Dan
Gaitley, Chrysler Corp.; William
B. Baxter, J. C. Penney Co,
Douglas L. Hail, the Pillsbury Co.;
James Lang, Litton Industries,
and Gary Munson, Minnesota
Mining and Manufacturing Co.

Not all of the ASIM representa-
tives buy insurance from Employ-
ers Insurance, as they were chosen
by Mr. Mortimer for their ability
to participate effectively in the
first conference of its kind. B
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Japanese life insurer
first to expand abroad

TOKYO—Kyoei Insurance, a
Japanese company, will become
the first Japanese life insurance
company to expand overseas with
the establishment, within the year,
of a fully-owned subsidiary in
Brazil.

Japan has long had a special
relationship with Brazil, which
has welcomed both immigrants
and business investment. Some
600,000 Japanese-Brazilians, many
in agriculture, have earned solid
reputations as good, hard work-
ers, and 880 of Japan’s top
companies have interests in Bra-
zil. Kyoei will sell personal life
policies to the immigrants and
group policies to the Japanese
companies.

Two non-life companies are al-
ready included in the Japanese
business colony there. Tokyo Ma-
rine & Fire is present, through a
contractual arrangement with a
local company, Yorkshire, Yasuda
Fire & Marine is partners in a
company with Fuji Bank and lo-
cal interests; Yasuda holding a
30% share, Fuji Bank 10% and
local interests 60%.

AMONG THE Japanese compa-
nies are Hitachi, Toshiba, Mat-
sushita Electric Industries, Mit-
subishi Heavy Industries, Komat-
su Seisakusho, Toyota Motor, two
motion picture companies, and
Mitsui & Co., C. Ito, Kanematsu-~
Gosho and Sumitomo Shoji, all
general trading companies.

Kyoei is encouraged by signs of
improvement in Brazil’s inflation-
ridden economy, and is investi-
gating the possibility of pur-
chasing a Brazilian company, in
addition to providing its own in-
puts. The new company will be
established in Sao Paulo, where
there are 250,000 Japanese-Bra-
zilians. Because of the Brazilian
government’s standing policy of
favoring foreign investment, no
hitches are anticipated.

Kyoei officials, just back from a
study mission to Brazil, report
that the government there in-

creased the minimum capitaliza- °

tion of insurance companies in
October 1967, with the deadline
for conforming to the new re-
quirements coming up this Octo-
ber.

Non-life companies are to be
required to have a minimum capi-

TOVALOP...

Continued from page 16
of its safeguarding facilities.

Then the aim will be to pget
another 30% of tanker tonnage in
the plan in the succeeding two.
years.

Plans for coordinating available
technical information and record-
ing methods of handling oil slicks
as a research factor are in hand,
and these will be distributed to all
tanker owners who join TOVAL-
OP.

Tanker owners who become
signatories can establish their fi-
nancial capability by membership
of a Protection and Indemnity
Club - (which are popular in
Britain and Scandinavia), or by
membership of the new mutual
insurance company ITIA Ltd. in
Bermuda, or by satisfactory cover
from an accepted insurance com-
pany.

Mr, Tripp, who was at Colum-
bia Law School from 1932 to 1935,
joined Standard Vacuum Oil Co.
in 1944 as an attorney, and moved
to its management side in 1950.
Later he held executive posts in
the Philippines, Japan and Britian,
before becoming coordinator on
Far East activities for Esso Stand-
ard in New York. [ ]

talization of approximately $97,-
000 and life companies double
that. However, of Brazil's 170-odd
insurance companies, many are
still under-capitalized.

Because some companies are
expected to find it difficult to
increase their capital, this is con-
sidered an opportune time to pur-
chase a Brazilian company. Kyoei
will go in at the $184,000 level.

Anticipated strategy calls for
Kyoei, if it buys a local life insur-
ance company, to favor concen-
trating on personal life policies
for Japanese in the Sao Paulo
region. If the company buys one
of the 27 or 28 companies handling
both non-life and life, it will drop
the non-life business. L]

BERKELEY, Cal—The city
council here has finally wvoted,
unanimously, to purchase riot in-
surance, in spite of its high cost
and the vagueness of its defini-
tions.

The city’s former insurance pol-
icy underwritten by Zurich Insur-
ance Co. with annual premiums of
$121,000, was cancelled Aug. 9 af-
ter the carrier had decided the city
(home of University of California
and the so-called ‘People’s Park”)
was “a pretty bad risk.”

Robert Anderson, city attorney,
told the seven-member council
that the new policy, with annual
premiums of $139,000, had been
obtained “only after Berkeley had
been turned down by virtually
every insurance carrier in the
il et

The new policy issued by Mem-

bers Insurance Co., will pay up to
$25,000 on each claim rising from
“an occurrence or incident” that
results from civil disturbances.

The previous insurance policy
had defined an “occurrence” as
lasting one day (the People’s Park
difficulties continued for weeks
with a considerable toll of broken
windows and other property dam-
age as well as gunshot wounds).

The new policy, Mr. Anderson
explained, “will provide $1 mil-
lion insurance coverage against
wrongful police actions, including
shootings and unprovoked beat-
ings. The old policy didn’t cover
this at all.”

Mr. Anderson added that the
company “still has to define for
us just how long an occurrence
might last to fit the policy term

Berkeley pays dearly for riot cover

but it will be our contention that
the word incident be very tightly
defined.”

PREMIUMS, Mr. Anderson said,
“may fluctuate considerably, de-
pending on the number of claims
to be filed on future troubles and
on work actually performed by the
insurance company.”

The city attorney estimated that
after three years the premium
could increase by as much as 50%
or drop by as much as 75%

Berkeley also has excess cover-
age, with limits of $500,000/%1-
million, that is placed with Em-
ployers Commercial Union. -

Horace elected chairman
Banker Quintin 'V, Horace has

been elected chairman of Rein-

surance Corporation of Britain.

more easily.

How to cushion the
mm——v e.-"'unbh

et AFCO help you
pay insurance
premiums by
installments.

Credit has never been so tight in the history of
this country. (As if you didn't know.} But there's no
tightness at AFCO.
AFCO's extra line of credit will help you free up
working capital. AFCO will pay those heavyweight
insurance premiums.
Then you repay AFCO in installments monthly.
That's much easier to bear. So are our low
interest rates.

Ask your insurance agent or broker for the simple
details. You and your company will breathe

ATLANTA  BALTIMORE
EAST ORANGE  KANMNSAS CITY
MIAMI

__AFCo-

NEW YORK: 108 JOHN STREET, NEW YORK 10038
BOSTON. CHICAGO

NEW YORK SAN FRANCISCO SEATTLE

LOS ANGELES
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Trade cover

Continued from pecge 15

where the show is to be held. This
would include damages caused by
fire, flood, earthquakes or other
causes, with the exception of nu-
clear warfare.

The cost of this coverage is $3
per $1,000 of insurance, and about
half of all trade shows now carry
a policy of this kind, Mr. Sklover
said.

This policy can also be extend-
ed to cover cancellation for any
reason—snow, riots, epidemics,
strikes, blackouts—with the ex-
ception of the inability to raise
the money to put on the show.
The cost here is $15 per $1,000 of
expected net income.

FINALLY, an all-risk umbrella
policy, called the McCormick Fill-
er for the Chicago disaster, in-
sures the association and every

exhibitor for $1 million property
and $1 million liability, with a
$250 deductible and a $50,000 in-
ternal limit for each exhibizor.
The policy also covers display
merchandise while in storage and
in transit to and from the conven-
tion hall.

Trade Show Consultants has
handled shows exhibiting goods
ranging from live poultry to Bill
Blass men’s fashions at exhibit
centers from the New York Coli-
seum to Houston’s Astro Hall and
San Francisco’s Fairmont Hotel,

There have been no show can-
cellations and no major losses in
the first year and a half of the
company’s operations, Mr. Sklover
reported. He noted, however, that
a good record must be set against
the $1 million claim that cculd
come at any time.

THE GREATEST number of
claims have been for theft, but the
company has never received a

zleim for morz than $5C00 in this
area, after zas $250 deductible, The
sompany coes not normeally write
oolicies on shows put on for the
pabiic, where the theft and pilfer-
ag> level is Ligher, Mr. Sklover
sa:d. and r-cst trade show exhibi-
tors do not display items of ex-
treo-dinary value.

But in £ least one theft claim
cask wvalue was apparently the
last thing the burglar considered.
Af a Naticral Remocelers Assn.
shovs at tke N.Y, Coliseum, two
plaster of paris Greek columns
used as a cecoration for the show
disappeared from the exhibit
arsz: The association collected
$400 on the claim.

Another trade show policy of-
feced in the aftermath of Chica-
go's McCormick Place fire by
Hore Insurancze through Canadian
Amarican Azencies to members of
the Nat'l Assn. of Exhibition
Managers did not fare so well,

- the US.
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 CAPABILITIES
AT YOUR FINGER

coverage and service to
tect the internationally expanded
ations of your U.S. business clients,
guires capabilities that extend far beyond

And that's exactly what you can offer through j
Royal-Globe's Foreign Department facilities. U.S. style
coverage for U.S. business anywhere in the Free World.
Local claims handling, engineering, inspection and audit-
ing services through one of the largest and most capable
overseas insurance networks of its kind.

i.eok to Royal-Globe's Foreign Department for the mndém
view of international insurance that includes you. .

GLOBE
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Cabbie aids People’s Park

victims, gets cancellation

BERKELEY, Cal—*“Politics” or
“poor mechanical condition”—one
or the other—has caused cancella-
tion of an insurance policy, put-
ting Taxi Unlimited out of busi-
ness here.

The five-car taxi company
stopped running, according to its
director Clive Matson, because
Members Insurance Co. cancelled

A policy offering theft, fire and
flood damage cover to individual
exhibitors at a cost of 40¢ per
$100 of insurance was dropped
after a first-year annual review
showed a 20-1 loss ratio.

WILLIAM FIELDER, Canadian
American Agencies broker, re-
ported that disastrous first-year
returns of $1,000 premiums and
$20,000 paid losses caused the
company to drop both its standard
form and its active solicitation of
exhibit business.

The rate of 40¢ on all risks
proved unrealistic, Mr., Fielder
said, and in addition the company
was unable to generate enough
premium volume for the new pol-
icy to offset the risk.

Many companies simply ar-
ranged for extensions on their
regular property insurance to
cover trade show exposures, he
said. Some exhibitors cancelled as
other underwriters, seeing clients
turn elsewhere, made the trade
show rider available on attractive
terms.

Since most exhibitors could ar-
range extensions on their normal
property cover, the high risk or
special situation exposures were
most attracted to the policy.
“Only the companies who really
needed it were buying it,” Mr,
Fielder said.

Home Insurance now Wwrites
trade show property policies on an
individual basis, with the premi-
um rate tied to the risk. The pre-
miums could go as high as $2 or
$3 per $100 of insurance, depend-
ing on the exposure, Mr. Fielder
said. u

the firm’s insurance policy.

“The company objects to our
polities,” Mr. Matson, said “and
cancelled because our drivers had
taken wounded People’s Park vic-
tims to emergency hospitals last
May 15."

SPOKESMEN FOR the insur-
ance company, on the other hand,
contended that “a routine inspec-
tion of the vehicles showed that
they were not up to our mechani-
cal standards”.

Some 30 persons work as driv-
ers and dispatchers for the taxi
cooperative. All are now out of
jobs because the seven-year old
company pulled its cabs off the
streets to comply with a city ordi-
nance forbidding operation of un-
insured taxicabs.

Mr. Matson said that organ-
izers of the so-called People’s
Park here had wanted to hire the
taxis last May 15 but were re-
fused. Instead the company hired
itself out to the Free Church as
an emergency fleet to get the
wounded to hospitals.

The People’s Park dispute had
boiled over into civil disorders
that brought police enforcement
officers into Berkeley in large
numbers.

The insurance company denied
the charge that politics had en-
tered into the cancellation of the
$4,200-a-year policy.

In mid-August the same insur-
ance company negotiated a new
riot protection policy for the city
of Berkeley after the prior policy
underwritten by Zurich Insurance
Co. had been cancelled because of
“recent riot and civil disorder
conditions.” ]

Rates hiked

Commercial vehicle rates have
been increased in Alaska, as a
result of a filing by the Insurance
Rating Board. Other than colli-
sion, rates rose 24.8%. Collision
was boosted by 3.4%; garage
bodily injury by 10% and garage
property damage by 5%.

weather or situation.

for on-the-spot use.

*patented

Reseurch & Development Division

DEVENCO

INCORPORATED
150 Broadway, New York, N. Y. 10038
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The ultimate in perimeter security.

A development of Space Age technology, the Devenco System
uses radar for the ultimate in security. Accurately beamed around
an object or installation, it creates an invisible fence. Any intrusion
interrupts the beam, thereby setting off an alert. The Devenco
Radar Fence gives constant 24-hour protection, regardless of

Completely flexible, it can be installed permanently or transported

The Radar Fence is typical of the broad range of Devenco
Flectronic Security Systems which can cut your costs by over 50%.
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BOAC crash speeds safety, fire
protection at British airports

LONDON—Safety measures at
some British airports are being
overhauled so as to protect trav-
elers on the new jumbo jet serv-
ices when they begin world-wide
operations. This step has been
forced on airport controllers by
concern over air safety which has
developed in wvarious sections of
their work.

The most important has been a
government probe into the crash
of a BOAC Boeing 707 on its way
to Zurich 16 months ago.

Airport fire services at Lon-
don’s Heathrow Airport are blam-
ed for failing to give 100% re-
sponse to the emergency call when
the airliner burst into fire and
crashed just after takeoff.

RESULTANT criticism has com-
pelled the British Airports Au-
thority to consider whether changes
in the scale of fire cover at Heath-
row may be necessary with the
introduction of new and larger air-
craft.

The government crash report
officially blames the airport fire
services because “their overall ef-
ficiency was seriously reduced by
poor deploymeént of some fire ap-
pliances and by equipment fail-
ures.”

They were only minor failures,
but between them they led to de-
lays which could be ill afforded at
a major accident, such as a short-
age of foam fire-fighting poten-
tial.

Many have already been cor-
rected, and a special working par-
ty of experts has now been set up
to review the whole problem
without delay. Their proposals
may apply to other British inter-
national airports, so as to ensure
high standards of safety are
maintained.

AT THE SAME time pilots us-
ing some of Britain’s smaller air-
ports are complaining of lack of
air space because of private air-
craft flying in their vicinities.
Among them is Luton airport, 30
miles from London, which han-
dles 12,000 flights every year for
short-haul European vacationists.
It is popular for hometown glid-
ing experts as well, and pilots
fear there may be a collision one
day.

- *® L

POST OFFICES in Britain may
start selling over-the-counter in-
surance. The scheme will be
confined to life policies at first,
and will operate only at 23,000
small-town offices where the
postmaster doubles up his job of
selling stamps and other minor
transactions with that of being a
general storekeeper. But the pro-
ject, which is entirely new in the
history of Britain's postal serv-
ices, could extend to other forms
of insurance cover if it succeeds.

» * &

SCIENTISTS from the big
chemical group Imperial Chemical
Industries have discovered a new
substance which may stop sea pol-
lution through oil slicks from tank-
ers.

They claim it is soluble in oil,
but not in water, and that it
forms a stable emulsion without
harming marine life.

The detergent, which they call
Dispersol 0O.S,, has been re-

searched by chemists who hope it
will be carried on board tankers
for use if they are involved in
mishaps at sea.

Laboratory tests in Britain show
that it should be wvaluable in
preventing beach pollution, in-
cluding that caused by oil rigs, at
many places in the world. Large-
scale sea tests are now to be oper-
ated by British government scien-
tists to assess the actual value, in
both cost and efficiency, of the
new compound.

L

INDUSTRIAL firms in Britain
have spent more than $800,000,000
in the past ten years on air pollu-
tion control. But experts appointed
by the government to probe the
situation estimate that this sum
represents only 10% of the cost to
the nation of the detrimental ef-
fects of pollution. A survey of ten
major industries—electricity, ce-
ment, petroleum, gas, coke ovens,
lime, ceramics, iron and steel,

non-ferrous metals, and chemicals
—shows they were responsible for
more than half the investment in
anti-pollution equipment.

* * *

HI-JACKERS have created a
new problem for Scotland Yard
by their latest device in netting
$300,000 worth of banknotes from
a London bank recently. The
thieves wore dark-blue uniforms
like those of a leading British se-
curity organization.

They held up guards provided
by another reputable security
firm, which was moving the cash
from one bank to ancother when
the robbery was staged.

Until police arrived, the British
public watching the hi-jacking
was utterly confused and thought
it was a fight between two rival
security teams.

* ® ]

INQUIRIES are being made to

find the cause of a fatal explosion
in London’s dockland, which led
to its worst fire-brigade disaster
since the wartime air-raid bomb-
ing blitzes.

The London Fire Brigade, which
has a tremendous record for safe-
ty, lost five men at once in the
catastrophe—more than at any
one time in the past 25 years.

SAFETY EXPERTS are now
trying to assess why a 20,000-ton
tank of turpentine residue blew up
suddenly when it was being demol-
ished. The top had been cut away
by oxy-acetylene burners to ena-
ble firemen to spray water into it
after a minor fire had been extin-
guished.

A few minutes later it hurled
the five firemen to their deaths.
The explosion is thought to have
occurred because fumes were ig-
nited by another burner that was
brought in to free a manhole
cover, a

in minutes your thriving plant could
be the scene of real disaster. Areyou
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

Offices in major cities throughout the United States and Canada.

them. But mishaps still can occur.
That's why we're here. Our business
is to help you protect your profits.

Put an Arkwright-Boston man on
your team. Let him tell you about
complete coverage. Hecanshowyou
a program that's designed for your

Wiped Out?

man today.

business—protection against the un-
foreseen pitfalls of unexpected ﬂre,
explosion, breakdown.

Call or write your Arkwright-Baston

Arkwright-Boston Insurance

Executive offices: 225 Wyman St., Waltham, MA 02154
Arkwright-Boston Manufacturers Mutual Insurance Company
Mutual Boiler and Machinery Insurance Company

Factory Mutual Insurance
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Insure your home at its proper value, then keep it that way

. with our new Replacement Cost Protector endorsement.® This
protection automatically increases your insurance coverage every
three months to keep pace with today's rising values.

For full details, consult your agent or broker. =2

GREAT AMERICAN INSURANCE COMPANY
99 John Street, New York, N.Y. 10038

A National General Company | ' 4

*Available in most states.
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business insurance perspective

Blue Cross: The great mystery

by Charles F. Levinson,
insurance manager,
Port of New York Authority

Charles F. Levinson

ecent sharp rate increases by Blué

Cross have caused all buyers of health

insurance to guestion whether or not
to continue their coverage with this organi-
zation.

The famous commercial “Does she or
doesn’'t she? Only her hairdresser knows
for sure” could be applied to the “phan-
tom” discount off regular hospital charges
that Blue Cross representatives say they
are able to obtain. Theoretically then,
whether on community rating or on a
cost-plus basis, Blue Cross insurance costs
should be less if the discount is both real
and substantial,

Over the years, in certain areas, Blue
Cross has been able to obtain a discount
off the hospital bill amount that the pa-
tient without Blue Cross coverage would
have had to pay. This was possible origi-
nally because with Blue Cross guarantee-
ing payment of certain necessary loading in
the bill such as for credit losses and collec-
tion expenses were not needed.

IN ADDITION, depending on the area,
Blue Cross refused to allow as a part of
the daily charge such things as extraordi-
nary depreciation or interest charges they

deemed excessive, Theoretically, every
time a hospital wants to raise its room rate
charges, Blue Cross is called in to examine
the basis of the rate increase. This has
been a very effective cost control tool
because the most serious thing that Blue
Cross can do is take a hospital off the list
of approved institutions. Especially in are-
as such as New York and Cleveland where
a major portion of the population insured
has coverage with Blue Cross, use of the
nonapproved hospitals would mean the pa-
tient charges ordinarily paid in full would
only be partially covered by their Blue
Cross insurance.

What causes the average buyer to gues-
tion the validity of large discount claims is
that many of the hospitals granting dis-
counts on the original bill are able, at a
later date, under Blue Cross formula, to
have Blue Cross make supplemental pay-
ments to them on these same bills that
may largely eliminate any discount. The
advent of Medicare and Medicaid, with
payments guaranteed to hospitals, has
largely eliminated charity cases and credit
losses that originally were, by Blue Cross
standards, nonacceptable hospital costs.
This, more or less, tends to equalize rates
of Blue Cross and private health insurers

“who could never get the original discounts

from the hospital.
J. DOUGLAS COLEMAN, president of

vary more than 15% above the norm.

Critics have seized on the size of
that percentage of variation—and sizeable
variations on per diem costs between com-
parable hospitals—to argue that Blue
Cross subscribers are being forced to sub-
sidize the institutions on a “cost plus”
basis. That kind of framework, the argu-
ment goes, gives the hospitals no incentive
whatever to sharpen their efficiency.

Blue Cross denies that is the case, but
concedes that it has been careful not to
impinge on management prerogatives. “Our
position,” George Godlett, vp for public
relations, said the other day, “is that we’'re
not in a position to direct doctors how to
treat a patient.”

Last year, New York Blue Cross paid out
a total of $355.8 million in hospital bene-
fits. Blue Cross's own estimate of an aver-
age annual saving of $4.2 million gives a
discount of about 1.2%—which is not
much o a saving since obviously there are
expenses involved in their audit procedure.

ORIGINALLY, Blue Cross was free en-
terprise’s answer to socialized medicine.
Blue Cross was founded—and given tax
exemption—on the premise that it would
charge community rates and bill everyone
at the same rate, regardless of whether he
“is young or old, sick or healthy, where he
lives, or what his job is.”

‘Medical costs are rising rapidly enough without adding to

them a large profit factor . . .’

New York City area Blue Cross for the
past ten years, claims they have saved
their subscribers an annual average of $4.2
million by penalizing member hospitals
for greater than average annual expense.
In general, Blue Cross checks on charges
by grouping hospitals of a roughly compa-
rable kind together and striking median
costs for each group. It reimburses member
hespitals on all eligible charges that do not

Legislators who feel that the trend away
from community rating is out of phase

" with Blue Cross’ public service function

have argued that the organization should
be stripped of its tax exemption.
Competitive pressures have caused Blue
Cross to put more and more emphasis on
experience rating. For one thing, it makes
money on the low-risk groups that helps to
offset some of the losses it has been taking

on community-rated groups. For anocther,
experience rates are adjusted annually by
negotiation, thus sparing the organization
the need to go through rate hearings on
coverage that now accounts for 47% of its
business.

RATE INCREASE applications for Blue
Cross in New York and elsewhere are
applied for on an “approve this or we go
broke” basis that I call the “scare” pattern
Blue Cross employs to put itself in a cer-
tain position to make a sure profit. Almost
always they have got at least a major
portion of the requested increase. Regula-
tory authorities have been unable to resist
the argument of the obvious fact that
medical costs are rising,

If, in the past, the former rates were
only barely adequate, obviously an in-
crease is needed. However, the former
rates in many cases could have been ex-
cessive at the time they were approved.
An examination of the Blue Cross past
experience, shows tremendous reserves for
unpaid claims that it is using on the same
basis as it shows the actual paid claims.
Witness the reserve for unadjusted hospi-
tal charges that Blue Cross says it will
have to pay.

The hot pursuit has also intensified de-
mands for a Federally or state run univer-
sal system of health insurance. Unless hos-
pital costs decelerate and there is a change
in the velocity at which Blue Cross’ rates
have been rising, this insurance plan may
not be able to survive in its present form.

THE BASIC IDEA of the Blue Cross plan
is excellent and this organization has long
been the acknowledged leader in the hos-
pital cost control field. Yet, the same lack
of intelligent handling of their problems in
over-pricing their product in the area of
over-65 customers that led to Federal
intervention with Medicare in that field
seems to be the same direction Blue Cross
is leading us in regular hospital insurance.

Medical costs are rising rapidly enough
without adding to them a large profit, fac-
tor for its supervision.

I would like to see an abandonment of
the “must guarantee a profit” attitude and
a return to the “public service” organiza-
tion principle, [ |

Bailed propérty: Bailee has
both a liability and an obligation
to his customers -

by William H. Rodda, president,
Marine Insurance Handbook, Inc.
Chicago, Hlinois

Imost everyone who conducts a busi-
ness has some property of others in his
custody. This may be property of cus-
tomers that is being serviced or repaired, or
it may be property on consignment from
suppliers. A bailee is someone who has the
property of others in his custody. The
bailee has a liability for the care of such
property, and in many cases the bailee has

a business obligation that goes beyond his
liability. )
What is the liability of the appliance or
furniture store, for example, for television
sets and furniture that are in the store for
service? What is the liability of the mer-
chant for a new line of goods that has
been sent to him on consignment to see
whether it will sell? When does this liabil-
ity become sufficiently important to justify
insurance coverage? When does the obliga-
tion to the owner of the property become

great enough to justify insurance for the

benefit of the property owner regardless of
the bailee’s liability?

A bailee is required by law to use ordi-
nary care to prevent loss or damage to
property which is in his custody. Ordinary
care is something that wvaries with the
circumstances. It has been the subject of
much litigation. Ordinary care is that de-
gree of care which a prudent man would
give to his own property under like cir-
cumstances. It may be said that generally
a bailee is liable to the owner of the
property if the bailee is negligent.

THE ACTIONS OF a prudent man and
what might be considered negligence can
be illustrated by a comparison of the care
which might be required for different
kinds of property. It could be considered
reasonable care, for example, for a check-
room to store a man’s suit in a locked
closet, but this would not be considered
reasonable care for a suitcase which is
known to contain $100,000 worth of jewel-
ry. The wvalue of the property and the
likelihood of its being stolen or otherwise

Continued on following page
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perspective

Continued from preceding page
damaged must be taken into account in
determining the degree of care.

A higher degree of care also is required
of a bailee who is receiving some benefit
from the bailment than of a bailee who is
doing someone a favor. A gratuitous bail-
ment such as the friendly care of a cat
during a neighbor’s vacation does not re-
quire the same degree of care that would
be required of a kennel operator who per-
forms this service for a fee. Good judg-
ment is a necessary factor in determining
the degree of care,

An important risk of loss that must be
taken into account by a bailee is that of
fire because of the large amount of loss
that is possible. A bailee would be liable
for a loss by fire if he were negligent in
connection with the fire. He probably
would be able to avoid liability if he could
prove that he was not negligent in any
way. The bailee's situation in case of loss
is somewhat different from that of a
person accused of crime. The bailee is not
quite presumed to be innocent until proved
guilty. There is a principle of prima facie
evidence which almost holds the bailee
guilty until he can prove his innocence.

The bailor (owner of the property) is
said to make a prima facie case of negli-
gence against the bailee by proving that
the property was lost or damaged while it
was in the custody of the bailee. This is
not quite as harsh a doctrine as it might
appear at first glance. Ordirarily the bailee
is the only one who knows what happened
to the property. He can rebut the prima
facie case by proving that he was not neg-
ligent in connection with the loss.

IT IS IMPORTANT for a bailee to real-
ize that he can extend his common law
and statute law liability by contract or by
other acts such as advertising. The televi-
sion repairman may advertise, for exam-
ple, that “we are responsible for all goods
in our shop for repair.” The simple state-
ment in an advertisement or on a receipt
that “all property is fully insured” may
carry the obligation to have a very broad
insurance coverage for the benefit of the
customer.

Bailees such as repairmen or warehouse-
men sometimes try to avoid their bailee
liability by putting disclaimers in their
receipts on in notices on :heir premises,
The courts in general do rot look favor-
ably upon any agreement which fully abro-
gates a bailee's liability for negligence.
The one thing that will stand up in most
cases is a restriction of liability to a de-
clared amount. This is more likely to be
considered valid if there is a different
charge for coverage of the full value as
compared to the charge for a lower value.
This is comparable to the limitation on
value which is put upon an express pack-
age unless a higher charge ‘s paid for the
higher valuation.

Processing and service businesses such
as laundries, warehouses, and furriers who
store their customers’ garments, have large
amounts of eustomers' goods in their cus-
tody. Several special types of insurance
policies are available to fit such exposures
to loss. The liability from loss of goods
belonging to customers or suppliers is not
so obvious to the retail merchant or to the
manufacturer. A review of operations by
any businessman probably will reveal
some degree of exposure to loss because of
his situation as a bailee. An evaluation of
this loss potential is the first step toward
protection.

The retail merchant who conducts any
kind of a repair or service operation is a
bailee and has customers’ goods in his
custody. The merchant should determine
first what the maximum value in his cus-
tody might be. It might be that the valué
would be nominal, and that the loss in case

of fire or other catastrophe could be ab-

sorbed as a business loss. It might not be
worthwhile, for example, for a large furni-
ture and appliance store to carry bailee
insurance if the largest loss that could be
anticipated would be a couple of color
television sets. The question is whether the
exposure in dollars is something that can
be assumed as a business risk, or is the
exposure large enough to justify the ex-
pense and trouble of insurance. In either
case, the decision should be made deliber-
ately after examination of loss exposure.

William H. Rodda

THE MERCHANT should not overlook
his obligation to his suppliers if ae has any
goods on consignment, or otherwise in his
custody. The values in this case may be
even more substantial than the value of
customers’ property.

The merchant should .also decide wheth-
er he wishes to assume an obligation be-
yond his liability. Warehousemen in many
cases buy insurance only against loss from
their liability for bailed property. In con-
trast service and processing operators such
as laundries and dry cleaners generally
buy insurance to cover the customers’ loss
as well. Insurance which also covers the
interest of the customer is considerably

equate to meet coinsurance requirements.
This is best explained by an illustration.
We will use for easy calculation a retail
store that has a stock of merchandise
worth $100,000. The 80% coinsurance
clause that is used in many mercantile
insurance policies would require that in-
surance be maintained in the amount of
$80,000. The presence of $20,000 worth of
other people’s goods on the insured’s
premises and for whick he is liable would
boost the coinsurance requirement to
$96,000. If the insurance coverage is only
in the amount of $80,000, the insured
would collect only 80/96th of any loss. It is
necessary to compare insurance coverage
on other people’s goods with the value of
such goods. A coinsurance penalty is possi-
ble in the settlement of a loss if the
amount of insurance is not sufficient to
cover both the value of the insured’s prop-
erty and the value of other people’s goods.

An insurance company may provide that,

the application of coverage to other peo-
ple’s property is at the option of the in-
sured. Does this solve the problem of coin-
surance? It may solve the problem but
perhaps at the expense of good will if the
amount of insurance under the policy is
not sufficient to cover both the insured’s
own property and the property of others,
Such an optional coverage on the property
of others would allow the insured to apply
coverage either to his own property or to
the property of others. His choice between
the two may be at the expense of good will
if he does not have enough insurance to
meet the coinsurance requirement when
coverage is extended to the property of
others. The lesson to be learned here is the
necessity of getting enough insurance tc
cover both his own property and that of
others if the insured wishes to cover the

‘The courts in general do not look favorably upon aﬁy

agreement which fully abrogates a bailee’s liability for

negligence.’

more expensive than insurance which pays
only when the insured is liable for the
property.

Many contents insurance policies pro-
vide a degree of coverage for property
which the insured holds as bailee. The new
special multi-peril policy, for example,
covers the business personal property of
the insured, and also covers “similar prop-
erty held by the insured and belonging in
whole or in part to others for not exceed-
ing the amount for which the insured is
liable.” This coverage should be examined
from three viewpoints.

First, this coverage is only for the
amount for which the insured is liable. It
provides no protection for the owner of the
property if the insured is not liable. It
provides no protection, for example, if the
insured’s building burns down under cir-
cumstances under which the insured is not
liable for the fire, But there is more than
the question of bailee liability here. The
insured may have assumed a liability for
the property by contract or by some act
which is tantamount to a contract. This
policy as generally written does not ex-
clude property for which the insured as-
sumes a contractual liability. Therefore, the
chances are that such a policy would cover
the property of others for which the in-
sured is liable as a bailee or under con-
tract. -

THIS SITUATION must be examined,
secondly, to determine whether the insured
should provide more than a mere liability
coverage. Is there a business relationship
with the owners of property which would
make it good business for the insured to
cover the owner’s interest as well as his
own liability? Should the insured provide
what is known as a bailees-customers in-
surance which covers not only the in-
sured’s liability for loss of the preperty but
also -covers the interest of the property
owner? This is the sort of coverage which
is carried by laundries so that the laun-
dries’ customers will be paid by the insur-
ance company whether the insured is lia-
ble or not.

The third question is whether this ex-
tension of coverage to property of others
would make the amount of insurance inad-

property of others.

This coverage for other people’s proper-
ty under regular insurance policies may be
satisfactory if the property is never at the
risk of the insured while away from his
premises, The insured as a bailee may be
responsible for the property while it is in
transit, and in this case the regular insur-
ance policy covering property on the in-
sured’s premises may not cover in transit.

THE VALUE OF other people’s property
in the custody of the insured, the nature of
its exposure to loss, may dictate that the
insured provide some special insurance pro-
tection. This is the case with merchants and
service operations that handle large quanti-
ties of repair and servicing; it is the case
with laundries and dry cleaners; it is true of
manufacturers that have goods of others in
the course of manufacture; it is true of
many processing operations. The question
is whether to provide an insurance against
the insured’s liability only, or whether bus-
iness conditions make it desirable to pro-
vide a bailees-customers type of coverage.
Insurance may be secured on either a lia-
bility basis or on a bailees-customers basis.
The customs in the insured’s business and
the practices of the insured's customers will
determine what is:advisable.

It has been pointed out that warehouse-
men generally protect themselves only
against their possible loss from liability to
their clients. This is reasonable because
the cost would be prohibitive for a ware-
houseman to buy contents insurance on
several millions of dollars worth of prop-
erty which customers have stored in a
warehouse. Customers of warehousemen
must provide their own insurance if they
wish to be covered. The customs of the
laundry and dry cleaning business are dif-
ferent. It is the practice here for the oper-
ator to provide insurance for his custom-
ers. The laundry could not afford to omit
this coverage because after the first loss he
would lose his clientele if he did not have
insurance for his customers property. The
custom of the insured’s business, therefore,
is a most important factor in determining
whether to buy liability insurance or a
bailees-customers’ insurance.

Bailees-customers insurance may be

written to cover any exposure to which the
businessman is subject. This does not
mean that he will always find it easily
available. Insurance markets tend to be
tight in an area where little insurance of a
kind is written. Insurance companies and
agents are familiar with bailees-custom-
ers insurance for laundries and dry clean-
ers, but they are not as familiar with the
same type of insurance for merchants and
others where this field has not been ex-
plored as fully.

Bailees-customers insurance generally is
written as an inland marine coverage. The
perils which are covered by the policy are
subject to negotiation between the compa-
ny and the insured. Rates also are open
and subject to negotiation. There are no
filings by insurance rating bureaus for
bailees-customers insurance. It is worth-
while to shop around for the best coverage
and rate but it is important that the shop-
ping be confined to insurance companies
that are familiar with this type of insur-
ance.

A company that is new to the field is
likely to be in and out of it should the
experience prove to be less favorable than
it had hoped. The insurance company
whose experience has become seasoned in
this area is likely to provide coverages and
to quote rates that may be expected to
remain relatively stable. Perils generally
covered for laundries and dry cleaners are
fire, wind, explosion, riot, and the trans-
portation hazards. Theft coverage is sub-
ject to negotiation depending upon the op-
erations of the insured. The value of the
bailees-customers policy is that coverage
may be adjusted to fit the exposure of the
insured to loss from his liability to custom-
ers or suppliers, and also to provide cover-
age for the other parties whose business
consideration makes this desirable.

The important consideration is whether
there is sufficient exposure to loss from
the presence of other people’s property in
the custody of the insured to justify spe-
cial insurance. When large values are
present, the insurance coverage is cleaner
for the insured and for others if there is
special coverage for each group of proper-
ty. ]

William H. Rodda, & CPCU anda
member of Phi Beta Kappa, graduated
with honors from Rutgers University.
He is the president of Marine Insurance
Handbook, Inc., which publishes the stan-
dard inland marine insurance rate book
for agents, He is a consultant to companies
in the multiple line insurance field. He is
the author of several of the principal text-
books on insurance subjects.

The answer man

This feature is designed to give
Business Insurance readers an oppor-
tunity to get answers to questions re-
lated to risk management and employe
benefits administration. Ask the An-
swer Man about sources of informa-
tion, a special problem in your com-
pany, a market for a particular line of
insurance. You may wish to ask for
information on an insurance -carrier
or on particular facets of an employe
benefits program. Send your gquestions
to the Answer Man, Business Insur-
ance, 740 Rush St., Chicago, Il1l. 60611.

Dear Answer Man:

Please advise me of the proper meth-
ods to employ in seeking a state license
to establish a fire-auto-property insur-
ance company.

Thank you for whatever help you
may be able to give me.

Edward F. Me¢Farlin

Chicago, Il.

ANSWER MAN SAYS: Requirements
for a state license are detailed in the
State of Illinois Statute Code, Chapter
73, Articles 1-2, Section 613-647.1 with
supplement requirements under Article
1, 1-35.1. The Illinois department of in-
surance advises that anyone interested in
starting a company contact Don Weber,
Fire gnd Casualty Department, Illinois
Department of Insurance, State Capitol,
Springfield, Il
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The odds were agamst it.

We're large enough to handle almost any need. Anytime. ‘

But it takes more than brains and money to write
excess coverage. It takes nerve. And CNA has it.
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You can see it in all our insurance systems.

t pay for the

But being right doesn

catastrophe.

s just more obvious in excess coverage.
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re good at it.
We've been in this business a long time.

We can recognize an unusua

q

CNA is uni
Because we

| risk. Analyze

it. And rate it. All with remarkable skill.
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excess manuscript po
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Ask mandatory auto claim arbitration

CHICAGO—Mandatory arbitra-
tion of fleet and personal auto
insurance claims may be all that
is needed to mollify those sug-
gesting no-fault auto accident rep-
arations, according to the presi-
dent of the International Assn. of
Insurance Counsel.

“Insurance companies should
stop trying to rewrite common

law to show a profit on their
balance sheets and adopt some-
thing like the Philadelphia plan
(arbitration of auto accident
claims of less than $3,000),” Gor-
don Close, IAIC president, told
Business Insurance.

Both fleet and personal small
auto accident claims should be
handled by arbitration, Mr. Close

contended, because the public is
satisfied with the present fault
system, which makes wrongdoers
pay for their improper driving.
The real dissatisfaction with the
present fault system, he said,
comes from those highly populat-
ed areas where ccurt congestion
and delay are unrezsonable.

“I{f this is the case,’ the IAIC

T
H
=
R
E
A
L
T
H
|
\
G

e s
s i 5 T

As basically British as a Buckingham Busby, Crown Life’'s London Group
Office is right there—to solve the employee benefit plan problems cf those
companies having branches or subsidiaries in Great Britain.

Operating as our branch since 1961, the Londan office is thoroughly familiar
with the complexities of the overseas operation (on the continent as well as
the United Kingdom) and is fully staffed and equipped to meet your special
needs in the field of group insurance and pension schemes.

With on-the-spot sales, administrative, claims and service facilities (plus
direct communication with Home Office in Toronto), we offer a service
unique to the group insurance industry.

Your nearest Crown Life group office or agency will be happy to give you
further information on this service—or you can contact our man in London
directly: Douglas W. Johnstone, Crown Life Insurance Company, 130 Jermyn
Street, London S.W. 1, telephone 01-839-5622.

CROWN LIFE

INSURANCE COMPANY/ESTABLISHED 1900/ TORONTO, CANADA—SERVING INDEPENDENT
AGENTS AND BROKERS IN 49 STATES, DiSTRICT OF COLUMBIA, AND PUERTO RICO.

president concluded, “then per-
haps we should not tinker with
the fault concept when all that is
required is to take small claims
out of the courts and compel their
adjudication by informal anc
summary arbitration proceedings.
Either party can thereafter have a
court trial, with a jury if request-
ed, but the arbizrators’ award
would be admissible as evidence.”
Under the Philadelphia plan, it
costs $100 in fees to request a
jury trial after arbitration.

The IAIC president observec
that jurisdictions taat have made
the arbitration of small claims
mar.datory have eliminated what-
ever backlog of cases may have
existed, and have relieved judges

for the prompt trials of serious
cases. Mr. Close contended that in
18 months, Philadelphia went
from a five-year wait to a 1%-
year walit for auto adjudication of
accident personal injury casss.

“Philadelphia has accomplished
this,"” he said, “and I think this is
the solution that should be tried
on a mandatory basis in every
locality, or at least where and
whenever there is a delay of more
than a year.

“Although lawyers in Alabama
were ready to lynch me for what
I said because they don’t have the
same problems there, this is a
national problem and could be
solved by arbitration.” Mr. Close
added.

The IAIC president also ques-
tioned whether any other ap-
proach to the reparation problem
would be feasible, arguing that
various interest groups could not
draft a plan acceptable to all, [ ]

Couple must divvy up
award with insurer

WILMINGTON, Del.—A couple
whose house was wrecked in an
explosion must pay back the in-
surer of their house out of funds
they received from the gas firm
responsible for the accident.

The home of Mr. and Mrs. John
H. Phillips Jr. was destroyed and
Mrs. Phillips was injured in a
1962 gas explosion. They ulti-
mately obtained a superior court

judgment against the Delaware
Power & Light Co. (now Delmar-
va Power & Light) for $60,075.
Liberty Mutual Insurance Co.,
the wutility company’s insurer,
sought to pay the amount, less
$18,000 paid the Phillips by its
affiliate, Liberty Mutual Fire In-
surance Co., under a fire policy.
The Phillips refused the offer
and insisted on full payment. n

Trade theft

Continued from page 15

Closed-circuit wvehicle censors
are planned to monitor all traffic
rouses in and out of the building
and report any trucks riot properly
checked in or out to a central se-
curity office, Mr. Lee said.

People censors will be stationed
in all corridors, particularly dur-
ing the night time hours, Mr. Lee
explained, and as workers and
other people walk through the
building their movements will be
delineated by central security.

In addition, all doors will be
equipped with electronic remote
control devices that will relay a
message to central cortrol if any
doors are opened without authori-

zation,

On the fire safety side, the
building will be equipped with a
smoke detector to report the pres-
ence of contaminated air in the
vicinity of a fire to a management
information system, The smoke
detector would also automatically
shut down the supply of fresh air
to that area to choke out the fire
immediately.

The building will be equipped
with 20,000 sprinklers, as opposed
to the 1,000 sprinklers in the old
McCormick Place.

Another fire safety step in-
volves the more efficient handling
of refuse disposal. Rubbish accu-
mulates by the pound and not by
the hour, Mr. Lee noted, and the
center plans extra housekeeping
service during peak rubbish aeccu-
mulation periods. L]
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GE-Metro Life mark 50 years of group insurance

By CATHERINE GALITZINE

NEW YORK—General Electric

0. and Metropolitan Life Insur-
ance Co. are celebrating the 50th
anniversary of GE’s group insur-
ance plan.

It was in 1919 that a team of .

E and Metropolitan experts
orked out the details of the
ompany’s first group insurance
plan. Metropolitan’s group divi-

sion had barely been three years .

in existence and it was the first
time that a group plan was to cov-
er such a large number of em-
ployes.

The plan actually went into
effect Jan. 1, 1920 and provided
only life insurance coverage. The
plan today not only provides life
and medical insurance but also
accidental death and dismember-
ment coverage, weekly sickness
and accident insurance and pro-
ection for more than 35,000 re-
tired employes.

OVER 50 years the plan has
paid active and retired employes
and their families more than $1
billion in benefits, In 1968 total
henefit payments reached a
ecord high of $104 million,
nearly $7 million more than in
any other year.

Originally, life insurance bene-
fits were based on the number of
years an employe had been with

e company. Benefits ranged
from $500 for the first year up to
$1,500 for five years.

Under a concept developed in
1930 and still in use today, life
insurance benefits are related to
an employe’s annual earnings and
amount to twice his straight year-
y salary. The same policy applies
o every member of the company,

hatever his rank or salary. In
1920 the life insurance plan pro-
vided an average of $1,000 cover-
age for slightly less than 44,000
employes. The plan today provides

Hickel eases
oil liability
guidelines

WASHINGTON—The Interior
Department has made a complete
180 degree reversal of its previous
hard-line stand on the liability of
off-shore drillers to third parties
in a move that critics say high-
lights the effective political influ-
ence of the oil industry in Wash-
ington. ‘

The move came in the form of a
revision in  amendments - issued
last February to the department’s
oil pollution regulations. The re-
vision was prompted, according to
Secretary Walter Hickel, to clear
up “confusion as to the original
intent and meaning” of the origi-
nal amendments.

The revised amendments state
simply that the lessee’s liability to
third parties, other than for
cleaning up the pollutant, “shall
be governed by applicable law.”

THE ORIGINAL ‘“confused”
version stated that companies are
responsible “without proof of
fault” for the control and removal
of the pollutant and for “the rep-
aration of any damage, to whom-
soever oceuring.”

The original amendments also
stated that the control and re-
moval of the pollutant *“shall not
relieve the lessee of responsibility
for reparation of damages as pro-
vided herein.” In the revised
amendments the words “for the
reparation of damages” are delet-
ed from that sentence. [ ]

an average of $16,000 for 325,000
active employes.

IN 1930 health insurance was
introduced in some GE units and
by 1950 the heal:h plan had been
extended to all employes. In 1955
GE  was the Zirst major U, S,
employer to offer a comprehen-
sive medical insurance plan. GE
decided to let employes make their
own choice between the basic plus
extended medicel plan and the
new comorehensive approach. Two

>

booklets were printed, each de-
seribing one of the plans, and they
were distributed throughout the
company. The wvote was over-
whelmingly in favor of the new
comprehensive medical plan.

The new plan was considered
revolutionary because it adjusted
automatically to the rise in the
cost of living. For instance, prior
to 1955 a GE employe was entitled
to $13 a day for hospital board.
Because the rates for semi-private
rooms today can range up to $70

or more per day, this former room
ard board maximum weuld hard-
ly be adeguate.

Under the comprehensive medi-
cal plan no fixed maximum is set;
payment is adjusted according to
the charge for a semi-private room.

GE's formerly numerous medi-
cal plans are now all grouped un-
der the comprehensive medical ex-
pense insurance plan, which pays
for substantially all necessary
medical expenses, including drug
prescriptions, dental surgery,

INSURANCE -S,IERV‘lc'E"_Associl_-A':rEs-

psychiatric treatment, artificial
limbs and rental of therzpeatic

_ equipment such as an iroz lung.

Since 1966 maternity benefts are
also part of the comprezensive
plan.

From a maximum of $15,008 in
1955, the compreaensive medical
plan now provides up to $100.000
for each individuz: coverec urder
the plan, which thus far has
proven to be morz than ad:=quat=
for the worst of situatioms, GE
said. .
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Safety inspection by comp insurer Paper fires...
gets Minnesota high court review

ST. PAUL—The Minnesota su-
preme court has been asked to
declare workmen’s compensation
insurers responsible if their negli-
gence in safety inspections results
in injury to an employe.

The case before the Minnesota
court is that of Paul A. Sexton,
who lost an arm in an accident at
the Waldorf Paper Products Co.
here in 1966. Mr. Sexton tried to
sue Employers Insurance of Wau-
sau in a district court. A judge
granted a judgment, without trial,
that the employe had no right to
sue and Mr. Sexton had appealed
the judgment.

It is the first time the question
has been put before the Minneso-
ta high court. About 20 state su-
preme courts have decided the

question, all but six of them rul-
ing that workmen’s compensation
insurers cannot be sued in ordi-
nary lawsuits.

IN ANOTHER workmen’s comp
development, the New Hampshire
department of labor has decided
that employes will be able to col-
lect counsel fees and interest if an
insurance company appeals a
workmen’s compensation decision
made by the department—provid-
ed the employe prevails in the
appeal to superior or supreme
courts.

Robert M. Duvall, state com-
missioner of labor, said he thinks
the new law will “be good for the
workmen’s compensation system,”
but added it is “too early” to tell

how costly it will be to insurance
carriers.

Myr. Duvall said that the insur-
ance companies have appealed
many of the department decisions
in the past—up to 60% some
years—and that most of the cases
were ultimately resolved by “a
lump sum settlement.” This will
no longer be possible because of a
prohibition on such settlements
voted by the legislature.

As a result; the commissioner
added, there may be “more pres-
sure on” for appecling cases to
the ccurts and if this happens the
employe will now have the right
to collect his counsel fees and the
interest on his benzfit payments
for the time covered by the ap-
peal.

Continued from page 1

tained only minor water damage.
We were substantially back in
production a week after the loss.”

Mr. Kahlert explained that
though Mead has a number of
installations around the country
that contain roll paper, no plant
has the exposure pattern of the
Atlanta site.

An FIA spokesman said that
high-pile roll-paper facilities have
been a continuing problem for in-
surers because many lack ade-
quate fire protection installations.
High expansion foam systems are
sometimes recommended as sup-
plements to conventional water
sprinklers.

Insurers with information on
the two fires said that they will
make renewed efforts to educate
policyholders not only about the
importance of adequate fire pro-
tection installations and plant se-

Here’s how to tie together
your Intemtional Risk Problems

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. Chubhb’s International Division is a large capacity market spe-
cializing in exactly such programs. Let us show your broker or agent ll‘e many benefits of using

a single carrier for your coverage both here and abroad.

CHUBB & SON INC. UNDERWRITERS

Subsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038

MANAGER Federal Insurance Company * Vigilant Insurance Company * Great Northern Insurance Company * The Sea Insurance
* Alliance Assuiance Company Limited * Sun Insurance Office Limited = Affiliated
with Pacific indemnity Group through The Chubb Corporation = Life, Personal Health, Group Insurance, Pension and Profit Sharing
Plans through The Colonial Lile Insurarce Company of America * Aviation Insurance through Associated Aviation Underwrilers.

Company Limited ¢ The London Assurance

CHUBEB

curity but also about the impor-
tance of plant disaster planning
and the responsiveness of avail-
able personnel to fire emergencies.

FIA INDICATED to Business
Imsurance that its rate structure is
adequate to absorb the two losses,
even if they should ultimately to-
tal nearly $15 million. There will
be no revision in the FIA rate
schedule for roll-paper facilities,
but underwriting requirements
may become more stringent as
applied to individual locations.

Louisiana state fire marshal's
office investigators are looking
into suspicious aspects of the fire
that damaged the pulp plant of
Jacksonville Paper Co. in Eliza-
beth, La. “We at first thought that
the fire was caused by an electri-
cal malfunction,” said Collier
McGehee, financial vp of the
company, “but later a small fire,
obviously set, caused officials to
have second thoughts about the
origin of the major fire that
caused physical damage and busi-
ness interruption losses approach-
ing $5 million.”

Mr. McGehee said that “the fire
overcame the plant's sprinkler
system when firemen, who once
had the blaze under control, had
to shut off the electrical system.
However, they did a fine job of
keeping the fire away from our
machine building.”

Coverages on the property, all
with FIA, included repair and re-
placement, use and occupancy,
loss of profits and continuing ex-
pense, according to Mr. McGehee.
Damage was done to beaters,
digesters and refining equipment
used in the pulp making process,
but purchased pulp is already
being put through the plant and
engineers are developing rebuild-
ing plans. [

Govs back . ..

Continued from page 1

the statement asked the Federal
government to set up a system re-
quiring that health insurance be
bought from private companies by
payroll deductions contributed by
employers and employes.

In effect, the plan would shift
health care costs to workers, em-
ployers and the Medicaid and wel-
fare systems, requiring no state
contributions.

MEANWHILE, one of the coun-
try’s most influential medical
groups has begun studying the
feasibility of a national health in-
surance program.

The American Hospital Assn,,
representing 7,000 of the nation’s
hospitals and extensive-care nurs-
ing homes, “is going to take a good,
hard look” at such a national
health insurance plan, the associa-
tion’s exec vp, Edwin L. Crosby;
said.

He added that the group has ap-
pointed an 18-member committee
to study the organization and fi-
nancing of a system and the
potential value to it of a national
health insurance program. Dr.
Crosby said the group would re-
port its findings in February.

“I don’t know what recommend-
ations could emerge from the study
group’s look at universal health
insurance. It could be a Federal
program (like Medicare and Medi-
caid), a private program (like
Blue Cross and Blue Shield), or
both,” he said.

Combine elevator cover

Elevator liability insurance will
be included in manufacturers and
contractors liability and owners,
landlords and tenants insurance
policies, effective Nov. 1, The cov-
erage is now bought separately
for an additional premium. The
proposed change—which the In-
surance Rating Board said is
aimed at simplifying rating pro-
cedures—applies to all except
eight jurisdictions.
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Lawyer warns pension trustees
of performance zeal, trust charters

NEW YORK—Pension trustees
imbued with a “performance”
philosophy for their funds should
beware of overstepping the provi-
sions of their trust charters—lest
they be held liable for claims of
speculation.

This was the advice of Donald
J. Christl, of the Milwaukee law
firm of Reinhart, Boerner, Van
Deuren & Norris, who told the Na-
tional Foundation of Health, Wel-
fare & Pension Plans’ educational
conference here that trustees should
carefully note the investment
provisions in the trust documents
governing their actions.

Mr. Christl acknowledged that
with apparently omnipresent in-
flation many frustees “feel a re-
sponsibility to participating em-
ployes to provide for potentially
greater future benefits as well as
a responsibility to participating
employers to minimize costs.”

BY INCREASING investment
return 1% over 40 years, he not-

Anesthetist
held liable

f L] e

TORONTO, Ont—Except on
two minar points, the Ontario
court of appeal rejected the ap-
peal of a Toronto anesthetist and

Toronto General Hospital, found
liable November, 1967, for $170,-

052 damages.
The accident left Elizabeth
Aynsley, 39, a former Leaside

housewife, with the mentality of a
T-year-old child when she suf-
fered brain damage. Her heart-
beat was temporarily stopped
‘when air bubbles got in her
bloodstream as she was being
prepared for an operation to re-
pair her heart.

The appeal court upheld Justice
Donald Morand’s finding of negli-
gence against Dr. R. L. Matthews,
‘an anesthetist on the hospital
staff, and Dr. Robert Porteous, a
British-trained anesthetist assist-
ing the operation.

. THE APPEAL court said there
was no error by Justice Morand
in holding the hospital responsible
for Dr. Porteous’ negligence, and
that Dr. Matthews was 60% to
blame and Dr. Porteous 40% at
fault in the mishap.

However, the appeal court
ruled that Justice Morand was too
generous in awarding $25,000 to
Mrs. Aynsley’s husband, Stuart,
40, for loss of her services and
companionship. She is confined at
Homewood Sanitarium at Guelph.
The appeal court reduced that
part of the award to $15,000.

The court awarded Mr. Aynsley
an additional $4,059 for special
damages which Justice Morand
had not taken into consideration.
Mr. Aynsley had been awarded
$42,352 special damages by the
trial judge to cover medical ex-
penses. The woman was awarded
$100,000 damages plus $2,700 for
loss of wages. L]

Conklin leads dealers

Richard Conklin, insurance man-
ager for Felix Chevrolet Co,
Downey, Cal, has been elected
president of the 150-member Au-
tomobile Dealer Insurance Agents
Assn. He succeeds James H. Wil-
lingham, insurance consultant for
Salta Pontiac, Long Beach, who
served as president during the or-
ganizafion of the group.

ed, trustees can reduce pension
costs by 20%, incresse benefits
25% or achieve a comp-omise be-
tweeen both.

Mr. Christl maintained that in
probably no other area do pension
trustees ‘“‘so obviously anid directly
exercise fiduciary ressonsibility
as in the selection of investments
and, conseguently, thev csheuld be
particularly sensizive to the gov-
erning legal prineciples.”

Some ftrust documeants, ex-
plained Mr. Christl, con:zin speci-
fic restrictions on the irvestments
purchased by trustees, aad many
documents incorporate; €ther ex-
plicitly or implicitly, the so-called
“prudent man” rule,- =hich has
been adopted as trust law by the

courts and legislatures of most
states.

Mr. Christl said *hat trustees
must apply the ‘prudent man”
rule differently tkan did trustees
of a generation or two agc. “The
most recent }udicial decisions rec-
ognized the appropriateness of in-
vesting a significant portion of
trust assets in comunon stock with
the intention of aehicsving capital
appreciation.”

HE SAID THAT although
courts have discussad such pur-
chases in light of offsetting infla-
tion, the investments approved in
several cases he citec appreciated
at a rate “far exceed:ng” the rate
of inflation and a: a rate appro-

prizte to truly growth stock.

“4  logical extension of the
‘prudent man’ rule to employe
benafit trus:s logically must allow
the :nvestment of a significant
porticn of their assets in common
stock for the purpose of growth
withcut necessarily considering
current income,” stated Mr.
Christl.

He added that for plans operat-
ing ir, accordance with trust docu-
mer:t: specifying a more restric-
tive investment policy, trustees
may not Zollow the *“prudent
mar.” rule without amendment of
the trust document.

MR. CHRISTL warned: “The
danzer exists that purchase of ag-
gressive securities or seeking
short term growth might expose
trustees to claims of speculation
and consequent liability for loss
of value, if the governing docu-
mert does not specifically author-
ize such investments.”

Merely directing trustees to
purchase investments “according
to their best judgment and discre-
tion™ and to act “as the safety and
interest of said trust fund may in
thelr judgment require” is insuf-
ficiant to free trustees of the
“pradent man” restrictions, Mr.
Christl asserted, because such
language appeared in the Harvard
Coliege case—the original “pru-
dent man” decision.

Tre Harvard decision, as writ-
ten by Justice Samuel Putnam in
1832, stated: “all that can be re-
quited of a trustee to invest 'is
tha: he shall conduct himself
faitafully and exercise a sound
discretion.

“He is to observe how men of
‘prudence,” ‘discretion’ and ‘intel-
ligerce’ manage their own affairs
not i regard to speculation but in
regard to the permanent disposi-
tion of their funds, considering
the probable safety of the capital
invested.” ]

PML welzomes.

dependaats.

over the country.

Plann:ng group insurance for
multi-exployer negotiated trusts,
uniong, and associations is always
a complex assignment. But one that

The case in point is our plan for
thousar.cs of members of the Inter-
national Association of Machinists
and Aerospace Workers and their

These men and women work for
over 400 different employers, all

they work.

For the trustees of tke IAM Nat-
ional Health and Welfa-e Plan (rep-
rezer.ting both labor and manage-
mant), we put together a package
of life, accidental death, disability
and medical insurance.

It provides the same level of
benefits for employees wherever

The package is flexible, offering
seven basic plans with numerous
options. PML offers to tailer a spe-
! cial plan for companies with more
than 100 employees. Employers’
contributions can be leveled for
psariods of one, two or three years.

This aerospace machinist
is insured by Pacific Mutual Life.

And so are all the other IAM
members in over 400 companies.

trends.

Our computers erable us to cut
the cost of insurance, speed claim
service, and provide policyholders
with quarterly management infor-
mation reports identifying paid
medical claims, utilization and

Look into the advantages of

service, cost and coverage avail-

able from PML. Whether you have
ten employees or ten thousand, eall
your PML group insurance repre-
sentative, agent or broker.

Pacific Mutual Life

The West's largest musual life msurance company
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Penn Central skips fire payments,
7 Massachusetts towns contend

MIDDLEFIELD, Mass—Offi-
cials of this and six other Western
Massachusetts towns are awaiting
word from the Penn Central Rail-
road on whether the road (which
took over the New York, New
Haven and Hartford Railroad)
will make payment for fire dam-
age traced to trains,

The possibility of court action
—in the event of no answer from
Penn Central—is considered re-
mote by town officials, largely
because of the calculated cost.

Penn Central has been scored
at town officials’ sessions for al-
leged failure to pay back claims
for expenses incurred for fighting
fires caused by trains and failure
to prevent fires in the seven com-
munities.

Selectmen, conservation com-
missioners and local and state fire
officials were unanimous in their
charges against the railroad.

The towns, in addition to Mid-
dlefield, are Chester, Becket, Rus-
sell, Montgomery, Huntington and
West Springfield.

Forest Warden Charles E. Cook
remarked that the towns have
never been paid for fighting the
fire that burned out of control in
Becket and Middlefield last May.

HE SAID THAT the trainmas-
ter in Springfield had to be noti-
fied to stop trains so that fire
fighters and equipment could use
the tracks.

Howard F. Pease Jr,, of the
Middlefield volunteer fire depart-

- ment, said that men in the seven

towns “are all sick and tired of
fighting, at great personal risk.”

The men have often been called
off their jobs, losing pay, while
they fought fires caused the rail-
road.

Becket fire chief Hubert Salvini
commented that reports were
filed after every fire and Becket
had to take its claims to court to
get payment.

Chester selectman  Dominic
Piergiovanni disclosed the town
“hasn’t been reimbursed by the
railroad in years.”

STATE CHIEF fire warden
Howard D. Hurley said that the
state has done more than its share

Gordon College,

Wenham, ‘Mﬂssqchu-s,ett'sf g

Fire struck Gordon College on a near zero, windy
cay leveling a classroom and office buildirg.

Damage

: $135,000

BOIT, DALTON & CHURCH

had a representative on the scene within an hour
of the fire's discovery — and an adjuster there the
following day (a national holiday). Two days
later the college received a check from the B. D.
& C. claims department covering a substantial
portion of the loss — despite the fact much mcre
time was needed to gather supporting details.
The balance of course was paid upon deta
presentation,

That’s insurance in action!

BOIT,
DALTON

D

“and iz'd be a great mofale booster
if the railroad would accept its re-
sponsibility and pay what it owes

to the towns.”
He urged the railroad to patrol
lines in fire hazard weather. =

Funds . ..

Continued from page 30
rate retirement program. The IRS
has recently promulgated a new
regulation which allows an em-
ploye to make a voluntary contri-
bution to his firm'’s pension (even
if it’s a noncontributory plan) of
up to 10% of his pay for up to ten
years as a lump sum, and Mr,
Egener thinks the new ruling was
made with mutual funds in mind.
“The problem with the 10%
voluntary contribution is that
plans must be able to account for
individual contributions,” Mr.
Egener said. With mutual funds a
company with 50,000 employes
can put the 10% contributions
into the fund “and buy as one and
the fund will allocate individual
shares. You get an equity invest-
ment with a tax shelter and no
administrative burdens. The mu-
tual fund also gives you immedi-
ate diversification of everybody’s
assets.”

MR. EGENER predicted that an-
other big area for mutual funds
will be salary saving plans, and
in anticipation of the stampede
Scherl, Egener also has a proto-
type saving plan filed with the
IRS. He said “a lot of people
aren’t aware” you can qualify a
type saving plan’”—meaning that

the plan is tax sheltered and
that all investments can be made
as one entitling participants to a
discount. So if the plan is quali-
fied, explained Mr. Egener, earn-
ings compound free of current
taxes. He said the IRS has just
ruled that employes can con-
tribute up to 16% of their pay
into salary saving arrangements.

Mr. Egener said the Side Fund
was up 4% in net assets from July,
1968, (when it started) to July,
1969, and down 4% from July,
1968, through the end of August of
this year, which he said was bet-
ter performance than most funds.

HE PREDICTED that although
“I think we’ll see substantially
higher stock market prices by the
end of the year,” the market was
in for another slide before it will
stage an upturn.

Side Fund is currently 50% in
cash in anticipation of the lower
market—“probably the highest
cash position in the fund business
baring funds just started.”

Before the market goes higher,
Mr. Egener said, “We'll have tc
see some more bad news first—
which in reality will be a bullish
thing. When we get the bad news
we’ll also get an easing of credit
which should result in the institu-
tions returning to the market.”

He is confident that the Federal
Reserve Board will ease credit and
his fund will buy blue chips. =
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Wrap-ups can save 1% of contract costs: J & H

By MARGARET GORDON

NEW YORK—A proponent of
“wrap-up” insurance coverage for
construction projects talked about
some of the time and money sav-
ings under such a scheme in an
interview with Business Insurance.

Otis Aldrich, a vp of Johnson &
Higgins, said that in J&H’s New
York office alone during the past
three or four years “we have
wrapped-up over $2 billion in
construction. In fact,”” he added,
“we have more than 25 wrap-ups
running right now.”

Mr. Aldrich also said that the
wrap-up arrangement, whereby
general liability insurance for all
contractors and subcontractors is
incorporated in one giant policy,
can saving builders considerable
sums on big construetion jobs.

“THERE IS A saving on a
wrap-up equal to 1% of contract
costs,” Mr. Aldrich said. “In other
words,” he continued, “if the cost
of construction is $100 million the
saving is $1 million or 1% of the
confract cost.”

The wrap-up plan, according to
Mr. Aldrich, proceeds on the the-
ory that the owner rather than
the various contractors has the
greatest interest in the cost of
Insurance premiums, since prem-
iums are charged to the job and
theeby borne by the owner.

In a wrap-up the general con-
tractor and all subcontractors
must bid without provision for in-
surance premiums for workmen'’s
compensation insurance, bodily
injury and property damage legal
liability insurance, and builders
risk property insurance on mate-
rials and eqguipment destined for
and after inclusion in the struc-
ture.

“By purchasing these insurance
policies himself for his own ac-
count, the building owner can save
a considerable amount of money
with substantial reductions in
premium cost,”” Mr. Aldrich ex-
plained.

WHEN YOU THINK of the
main confractors and all the sub-
contractors who are involved in a
large construction job, it makes
sense to handle the insurance in
one general policy rather than in
many small ones. Safety is the
basic factor with the lower prem-
ium cost running following. Such a
plan can effect saving for the
building owner on a large con-
struction job, the J & H vp said.

“By bringing to a single under-
writer all of the workmen’s com-
pensation and third-party liability
premium on a particular project,
the purchasing power of the own-
er is greatly enhanced over that
which could be obtained by each
of the contractors and subcontrac-
tors making separate insurance
purchases with a multiplicity of
underwriters,” Mr, Aldrich con-
tended.

The disadvantages of having
many underwriters on the job is
evident when different insurance
companies’ claims reps take state-
ments from accident witnesses
and make multiple reports instead
of the one report that would be
filed by the single underwriter in
a wrap-up, he said. “Many safety
investigators on the work site can
actually slow down progress. A
single underwriter can much
more easily instigate a good
safety program without cluttering
up the work site with investiga-
tors,” said Mr. Aldrich.

THERE ARE NORMALLY
three parties involved in a wrap-
up plan: The building owner, the
underwriter and the owner’s bro-
kerage representative.

After consulting with the owner
and looking over entire proj-

ect, the broker may decide that a
wrap-up plan could save the
owner a considerable amount of
monev, The broker will now ap-
proach an underwriter to handle
the workmen’s compensation and
third party liability insurance for
the project, checking the final de-
cision with the owner before pro-
ceceding with a safety policy. Mr.
Aldrich feels that there are three
main advantages of wrap-ups:
Safety, lower cost and good public
image.

“Since the owner is buying for

himself and the general contrac-
tor, it is important that there be
enough insurance to cover all
those involved in the project,” the
vp said. “Therefore, separate lim-
its are advisable.”

THIS MEANS that on a con-
struction job with five contractors
there should be a limit of, let's
say, $5 million and this limit put
on each contractor and not spread
out over all five. “Suppose you
insured all of your five contrac-
tors under the lump sum of 85

million and one major accident
involving one of these five dimin-
ished the fund to $2 million,”
theorized Mr. Aldrich.

“Do you think that $2 million is
a fair and safe limit for the four
remaining contractors? For tnis
reason separate limits are advisa-
ble.”

At the present time J&H is in-
volved in a large wrap-up here
involving Uris 55 Water Street
Corp., which is one of the world’s
largest privately-owned buildings.
Uris has always been a supporter

of wrap-ups and has effectively
used this type of coverage on
other construction jobs.

“True, a small contractor may
not always want a wrap-up, but it
is a fact of life that the owner’s
wishes go,” Mr. Aldrich said. “If
the owner wants a wrap-up and
the contractor wants the job, then
he goes with this type of insur-
ance rather than lose the con-
tract,” he added. (Frequently a
small contractor will carry his
own insurance policy and be op-
posed to switching.) (]

tinental 007.

11,000 times a day, |
some innocent American businessman
gets caught up in foreign intrigue.

But Continental’s international
insurance ring can keep him out
of trouble in any language.

Take a trip to anywhere you don’t know the
language. Or the customs. Or the exchange. Or
whom to see {or whom not to see). And try to
work out a simple business deal.

It’s like a weird plot out of Ian Fleming.

Even if you've got the best of interpreters,
with the best of intentions, those little local
nuances will kill you every time. And you can be-
come the proverbial American patsy in ten dif-
ferent languages. But if you want to make a deal
to insure your overseas plants and offices, we
won't let that happen to you.

All you have to do is eall your own local Con-
tinental agent and talk to him in your own lan-
guage. He'll put together a package for you
(through Continental's own foreign offices and
affiliates) that covers just about everything, just
about anywhere in the world.

He'll arrange it so you pay one premium. If
you want to pay it in U.S. dollars, and collect
claims the same way, that’s fine. Or you can pay
and collect in a foreign currency. It’s up to you.

If this message has reached you in the nick of
time, communicate immediately with your Con-

The Continental Insurance Companies Y&

Continental Insurance = Firemen's of Newark
Fidelity & Casuaity * Commercial
Niagara » Senboard F, & M. = Buckeye Union
American Titte '« National-Ben Franklin Cos.
Boston Old Colony * Washington General
HOME OFFICES: 80 MAIDEN LANE, N.Y., N.Y. 10038;
10 PARK PLACE, NEWARK, N.J. 07101




L/ Vo bIECay Wit LT, ST MUCLUVRL A, AW VO

Movie, 52-slide presentation plug new benefits

NEW YORK—American-Stand-
zrd Ire., a cormpany of diverse
interests, has made some major
dhanges in its employe benefits
program and is ncw vigorously in
the process of promotirg them.

According to Herbers F. Hedley,
rmarager of bersfit planning, the
c¢hanges repressnt ‘‘onsiderable
inprovement’ a: American-Stand-
exd. ‘In terms of the benefits
produced for various periods of
cervice, we're ia the top 25% of
companies this size,” Mr. Hadley
fold Business Insurarce. ‘“We're

not iry.ng to lead the pack; we're
just trying to stay up trere,” ne
zdded.

Tr2 mos: sweeping changes af-
fect -he compary’s prot.t sharing
znd retirement plans, Mr. Hadlzy
ezplained. The company zlso
eliminated the age requiramsant ir.
tke wvesiing program, iacreasa2c
tte Dbusiness stravel iasuraice
reaximum and upped the surgical
benelit rom a 3450 maxamum to

the ‘rezsonable and customary™
clauze.
Tae changes will affect ap-
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urpose

proximately 10,000 salaried em-
ployes at American-Standard and
two of its subsidiaries, Westing-
house Air Brake Co. and Mosler
Safe Corp., or about one-third of
the total work force at Ameri-
can-Standard companies. There

.are salaried employes' in 120 U.S.

cities and at 22 foreign locations,
Mr. Hadley said, but the program
covers only American-Standard’s
U.S. employes assigned abroad.
The company’s far-flung activi-
ties presented one major hurdle

. for Mr. Hadley and his depart-

ment. That was the business of
promoting the changes in employe
benefits.

“We felt right along that the
American-Standard benefits were
good. The problem was that few
of the employes really knew how
good they were. So, when we
made more improvements in the
plan, we felt this was the oppor-
tune time to promote them,” Mr,
Hadlzay said.

IN THIS REGARD, American-
Standard is 'staging a wvigorous
public relations campaign within
its corporate walls to communi-

" cate the new plan.

The company has made a 15-
minute movie featuring Ameri-
can-Standard’s president, W. D.
Eberle, in an interview situation
with NBC News reporter-at-large
Edwin Newman. Mr. Newman,
moornlighting at considerable cost
to American-Standerd; asks Mr.
Eberle about the company’s re-
tirement and profit sharing plans.
Interspersed throughout the film
are cut-aways to American-
Standard employes who comment
on what they expect and would
like to these particular benefits.

The movie is followed by a 52-
slide presentation in which three
hypothetical examples are used to
explain who gets what from the

retirement and profit sharing
plans.
In addition,” &n attractive

loose-leaf binder has been pre-
pared and is being distributed to
all present employes and new
ones when they begin work.

“I'M ESPECIALLY proud of
that,”. Mr. Hadley, who wrote its
contents, said. “Thay had seven
booklets describing benefits at
American-Standard when I came
here 4% years ago. Even I had a
heck of a job wher: I wanted to
look up an answer to a question.

“This new one is different from
others in a couple o respects,” he
said. ““It’s arranged by event, not
by plan. That is, it tells ‘What
happens if'—if the employe has a
baby, if the employe has a minor
illness or if the employe becomes
disabled. Each of the provisions of
the various plans is discussed in
separate sections. There is some
repetition when you do it this
way, of course, but ‘t's well worth
it.

“In addition,” he added, “most
other books of this kind reprint
the certificates and formal texts
of the plans available at a compa-
ny. We have instead written each
of the benefit plans in layman’s
language so the average employe

| _may understand it.”

THE WHOLE pszckage, exclu-
sive of the writing of the booklet
and the scripts for the slide and
film presentations, ‘were prepared
for American-Stancard by one of
its subsidiaries, Keller-Crescent
Co. of Evansville, Ind. “I think
we're probably the only company
that has has developed a commu-
nications package of this type
from within. Keller-Crescent (a
graphics company) produced the

film and slide presentations. Some

of the filming itself was done by
outsiders but that was about it,”

Mr. Hadley, who worked for ‘a
management consulting firm until
joining American-Standard, said.

To implement the iInternal
public relations campaign, Ameri-
can-Standard brought 53 indus-
trial relations people to Evansville
earlier this year. “We held it at a
country club one evening, gave
them all the pitch and then sup-
plied each with a print of the film
and a set of slides with the
seript,” he said. The 53 have since
been visiting wvarious plants
around the country holding meet-
ings with employes. Mr. Hadley
has been doing some ftraveling
himself and in one recent swing
made stops at American-Standard
plants in Buffalo, Newport Beach,
Calif., Mexico and Brussels.

“We have no set approach for
delivery of the presentation,” Mr.
Hadley said, explaining that it
was being left up to the individ-
ual plant manager.

A MANAGER in American-
Standard’s Wilmington, N.C., plant
had a unique approach, the man-
ager of employe benefit planning
said. He held a meeting after
work, bought hero sandwiches for
the employes and told them they
were going to see a movie. Then,
realizing that no movie is a movie
without popcorn, he ran out and
bought a barrel of it before the
film rolled, Mr. Hadley said.

The presenfation, the benefits
manager added, is followed up at
each location with a ‘“recall piece”
that is mailed to the employe's
home a day or so after the plant
meeting. “The purpose of this is,
obviously, to get the wives inter-
ested in our benefits,” Mr. Hadley
said.

The biggest change in benefits
at American-Standard is a major
revision in the company’s retire-
ment program effective for em-
ployes July 1 this year. It com-
bines the old noncontributory and
supplemental contributory retire-
ment plans. The new program,
Mr. Hadley said, will provide in-
creased retirement income . for
employes earning up to $15,600
and establish a new profit sharing
plan to provide retirement income
on annual earnings over $15,600.

UthER THE NEW plan, if

you're 65 and have been with
American-Standard at least 15
years the minimum pension is
40% of average earnings in the
final 10 years, including 75% of
Social Security benefit, Mr. Had-
ley explained. Prior to the change
the minimum had been 35%, in-
cluding 100% of Social Security
benefits.

In making the change, Ameri-
can-Standard revised its retire-
ment formula. It used to be 6%
of final 10 year average earnings
per month up to the $455 Soecial
Security limit for 1969, times
yvears of continuous service; plus
1.2% of earnings over the $455
limit, times years of continuous
service to a maximum of 35 years.

The company has changed this,
replacing the 6% with .9% and
the 1.2% with 1.35%. In addition,
American-Standard uses the min-
imum  base of $570. Employes
earning less than this average
during the final 10 years of em-
ployment have their retirement-
income based on this minimum
figure.

ANOTHER MAJOR change,
noted Mr. Hadley, was the elimi-
nation of the age requirement for
vesting. Employes now become
100% wvested after 10 years con-
tinuous service. ‘

In addition, American-Standard
is now paying one-third of its
total pension benefit on a variable
basis; that is, the amount of an
individual’s pension will vary de-
pending on changes in the value
of the company’s trust fund. This
was formerly a feature of the
contributory retirement plan but
under the new changes is now
applicable to the noncontributory
retirement plan as well.

A brand new benefit at Ameri-
can-Standard is the deferred
profit sharing plan for those earn-
ing $15,600 or more, Mr. Hadley
said. Although no firm figure has
been set, the board of directors
has adopted a resolution to con-
tribute 10% of the excess for in-
dividuals making more than
$15,600 annually. The deferred
amount, Mr. Hadley explained, is
credited to an individual’s retire-
ment portfolio and is payable on
retirement or death. [ ]
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FAIR payout less than anticipated,
says Connecticut insurance chief -

HARTFORD—Companies pro-
viding coverage for properties in
riot-prone, high-risk areas of
Connecticut for the past year—
under the state FAIR (fair access
to insurance reguirements) plan
have paid out much less than they
anticipated, according to state in-
surance commissioner William R.
Cotter,

The plan, which makes fire in-
surance available to those who
could not obtain it previously at a
“fair” price, has come up with
significant findings since its start
in September, 1968.

For one thing, no neighborhcod .

or individual was denied coverage
because of race or ethnic origin.

FOR ANOTHER, of some 4,664
applications for insurance cover-
age filed (Sept, 1968-Aug. 22,
1969), 4,401 of the inspections of
properties were completed, 3,842
risks accepted, 386 risks condi-
tionally rejected and 50 not ac-
cepted after reinspection.

$646,581
distributed
to 31 firms

PHOENIX, Ariz—Gallagher &
West Insurance Counsellors, Phoe-
nix-based insurance agency, has
distributed $646,581 in dividend
checks to 31 Arizona employers—
all holders of workmen’s compen-
sation insurance policies issued to
them by the Fidelity & Casualty
Co. of New York in October-No-
vember, 1967.

They included $634,000 in divi-
dends to 23 member contractors
of the Arizona chapter of the As-
sociated General Contractors of
America.

These contractors, generally
believed to represent an extra
hazardous class of work, have,
together with the engineering serv-
ice provided by Fidelity & Casual-
ty, disproved claims of members of
the Arizona Industrial Commission
that “heavy equipment contractors
generally cost the state $1.10 to
$1.50 in accident benefits for each
$1 paid in premiums,” according to
partners John J. Gallagher and
Charles J. West.

In February, 1968, the commis-
sion asked Fidelity & Casualty to
order Gallagher & West to public-
ly retract promises of dividends
on workmen’s compensation poli-
cies as being in direct opposition
to commission rules that prohibit
such promises as a sales pitch.

‘The issue came to commission
attention when representatives of
the Arizona building contractors
and local private insurance car-
riers protested. L]

Employers
quit fund

PHOENIX—The Arizona Com-
pensation Fund has reported the
loss of 2,400 Arizona employers to
private insurance carriers.

Employers who dropped the
workmen’s insurance from the
state fund caused a loss in excess
of $9.1 million, almost 25% of the
total 1969 premium income of
$40.6 million, it was reported.

Two major factors credited
with the dropout rate included
(1) a $6 million deficit in 1967
which caused a sharp rise in
premiums, and (2) a Jan. 1, 1969,
change in the setup that put in-
surance rates on a par with pri-
vate carrier policies. L]

Those conditionally
and then not accepted after
reinspection were found to be un-
able to make repairs requested or
obtained the necessary insurance
at a higher rate on the surplus
insurance market.

Premiums totaling
were written.

Losses paid or about to be paid
hit $218,586.

The past year encompassed
three large fires—a $40,000 loss
in Hartford and $35,000 and
$30,000 losses in Bridgeport—plus
20 small losses averaging about
$5,000 each.

MR. COTTER said that dividing
the amount of premiums collected
into the losses incurred computes

$920,000

rejected ' to a 24% loss ratio—a ratio well

below the industry’s experience.

A sampling of 83 Hartford
properties disclosed that 47, or
57%, were purchased at standard
rates.

Some 17 had to pay additional
surcharges, amounting to 1% to
50% of rates, Ancther 14 paid
added charges amounting to 51%
to 100% of rates..Two paid from
101% to 150% and three paid
from 151% to 200% of the rate in
surcharges.

No surcharges hit above 200%
of the rates, and the average sur-
charge was 70% of standard rates.

Most common cause for sur-
charges was poor physical condi-
tioning-housekeeping—i.e., broken

walls, ceilings, windows and stair-
ways; trash in basements, attics,
hallways, yards.

THREE KEY reasons are cited
for inability to insure these risks
under conventional policies,

Under the conventional insur-
ance approach, companies put
limits on the kinds of properties
to be insured in a given area. In
addition, limits are placed on the
amount of coverage to be ac-
quired, Finally, some companies
will not insure certain kinds of

properties under any conditions.

(i.e., restaurants).

With inauguration of FAIR,
however, the 229 companies li-
censed’ in the state spread out the
calculated risks, limiting a home-
owner’s policy to $100,000, a com-
mercial property to $500,000.:

FAIR, for the guarantee that
the Federal government will pro-
vide reinsurance in the event of
losses exceeding premiums, pro-

vides opportunity for applicants
to get coverage. Extra charges are
assessed for certain, substandard
conditions after extensive inspec-
tion.

AND WITH a 24% loss ratio,
the companies never approached
that point of no return, where the
Federal reinsurance would be nec-
essary.

Directly tied to Connecticut
FAIR is a voluntary effort by Aet-
na Life & Casualty, Aetna Insur-
ance, Travelers, Hartford Group
and Security Group—in effect
since last April—to provide the
smaller retailer in urban centers
with availability of basie buvglary
and robbery insurance.

In the interim, 120 applications
have been received, with 38 still
pending or already issued. Com-
panies have been assigned a total
of 174 risks. (Reason for differ-
ence in figure totals is delay in
property inspection.) L]
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Risk managers object to 5-man U.S. safety board

By THOMAS LUTZ

CHICAGO—Most safety experts
and insurance managers have
objections to the new Nixon Ad-
ministration safety and health
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proposal now before Congress, but
they don’t find it as repulsive as
the Johnson Administration bill
or the compromise measure ham-
mered out after hearings on the
first Federal safety measure.
While many insurance and
safety managers contacted by
Business Insurance feel the Nixon
Administration safety and health
bill is less comprehensive—and
therefore easier to live with than
the earlier bills—they mainly ob-
ject to the Administration idea of
establishing a five-man board
that could set broader Federal re-
quirements for most businesses.
As the Nixon proposal now
stands, the five-member board
would establish rules only if it is
not satisfied with a state’s efforts
in health and safety. Enforcement
of their standards would start aft-
er July 1, 1972, with no criminal
penalties and recourse to the courts.

BOTH THE Johnson bill and a
compromise bill that grew out of
hearings on the original safety
measure would allow the secre-

Bruning Selects Cardox’ System
Protection in White Room

for Fire

USE SPRRRIgs 19, N
WHIR Wi g
L] Uitk 145 200m

e ——
-

High_-pressure Cardox Carbon Dioxide System protects against fire in
“White" Room at Charles Bruning Company, Division of A-M Corporation.

Mount Prospect, lllingis.

Extremely clean air is essential in making Bruning micro and Vue-
Graph film. That's why these products are coated and dried in a
sealed filtered-air area aptly named the “White” Room.

For fire protection, Bruning selected a Cardox carbon dioxide
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the drying oven directly above. Simultaneously, a pneumatically
operated pressure switch automatically shuts off electrically oper-

ated fans, coater and oven.
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tary of labor to set rules and
standards. Safety experts in in-
dustry said this would make the
secretary of labor a safety cazar,
but they aren’t much happier
with the five-man board idea pro-
posed by the Nixon Administra-
tion for the same r=ason.

“T don’t see any difference in
the two ways of setting stand-
ards,” the safety manager who
works under the  nsurance man-
ager of an international auto parts
producer said.

“This five-man board takes on
both legislative and judicial pow-
ers,” he said. “That won't appre-
ciably help the safety movement.”

The safety manager drew a
comparison between such a stand-
ard-setting board and the Nation-
al Labor Relations Board. “And
you know how effective the
NLRB is,” he added.

HE ALSO compared the safety
board proposal to the regulation of
safety in England. There, he said,
accident frequency and severity is
ten or more times what it is in
comparable plants in the U.S. for
his company.

“Besides, the cost is going to be
fantastic,” he complained. The
chairman of the board would be
paid $42,000 a year and the four
other board members would get
$38,000 a year. “In addition, the
board would have to have secre-
taries, hearing examiners and in-
vestigators,” the safety manager
said.

Frank Bird, director of corpo-
rate safety and security for Insur-
ance Co. of North America and
former safety expert for Lukens
Steel, said: “Any time one small
group of people have decision-
making power that affects nearly
everyone, there’s a problem.”

‘Mr. Bird was most concerned
about the technical back-up com-
mittees that would advise the
five-man safety board on setting
standards. He complained that the
insurance industry has not been
well represented in the past on
voluntary standard-setting com-
mittees and feared that the same
situation would prevail with the
Federal government,

THE TRADE associations don’t
look to the insurance industry to
make a meaningful contribution,”
Mr. Bird charged. ‘It’s imperative
that we have good representation
if this (the Nixon Administration)
bill passes.”

To acquire such representation,
Mr. Bird suggested that safety ex-
perts in the insurance industry
should lobby in Washington and
in trade association for more pow-
er in the technical committees.

The National Safety Council
and the Americen Society of
Safety Engineers are planning to
testify before a house committee
on the new Nixon safety measure
late this month and early in Octo-
ber.

Robert Currie, assistant to the
general manager cf the National
Safety Council, said that “the
council family will be meeting
shortly to decide what our posi-
tion will be.”

THE FIRST time the safety
council was to testify on the
Johnson measure it cancelled aft-
er a labor-industry dispute in its
ranks. Later it put together a
compromise position and suggest-
ed several changes in the Johnson
Administration bill—mainly a
watering down of the act,

Al Blackman, president of the
American Society cf Safety Engi-
neers, told Busiress Insurance
that his group is also formulating
a position. Last time the ASSE
testified it did not support or op-
pose the bill, primarily because

the ASSE represents safety engi-
neers both in and out of govern-
ment, Mr. Blackman explained.

“We weren’t convinced that a
body of regulation was the an-
swer last time,” Mr. Blackman
obsérved. “The accident preven-
tion problem is a complex one.”
He said it is simpler to deal with
the safety problems of an indivi-
dual plant. And he doubted that a
man or a group formulating stand-
ards for two million employers
could come up with all the right
answers.

However, Mr. Blackman did
feel that the five-man safety
board idea ‘“has certain advan-

tages” over the secretary of laber
promulgating standards.

THE INSURANCE superviscr
for Darin & Armstrong, Detroit,
toox a somewhat different point
of view.

Mike McGinn said that his ex-
perience with safety laws indi-
cates that “if the safety bill is
fair, it is good for the industry.”
He explained, however, that the
official position of the construction
industry will be given by the As-
sociated General Contractors,
which has the power of attorney
in developing a construction in-
dustry position on all safety mat-
ters.

Mr. MecGinn observed that
Michigan put a safety law into
effect in 1965 and it has since
been updated. He pointed out that
a fair safety law has the tendency
to cut premiums for workmen's
compensation (which covers the
general contractors employes),
employer’s liability (which covers
employes of subcontractors) and
property damage.

Mr. MecGinn said that, besides
cutting down on premiums, a fair
safety measure enforces safety re-

guirements not only for the em-
ployer but the employes as well.
In many cases, he said, it is the
employes who fail or refuse to
comply with safety rules estab-
lished by a contractor. When such
an employe is injured, he is likely
to sue the contractor, Mr. McGinn
said.

- Peter Downes, insurance man-
ager with Bunker-Ramco, Chica-
go, said that “basically I'm
against it (the Nixon bill) in a
private enterprise system.”

HOWEVER, he said that safety
is a question of whether or not
“we are our brother's keeper.”
Mr. Downes would personally
prefer that the company take care
of an employe.

He contended that there proba-
bly would not be a significant
saving in Bunker-Ramco’s self-
insurance workmen’s compensa-
tion program with any added
safety measures that might be re-
quired by Federally required
standards.

J. Stewart Spencer, Union Spe-
cial Machine, Chicago, insurance
manager took a similar position.
He didn’t think any new safety
standards would affect, favorably
or unfavorably, his company’s
workmen's campensation c¢laim.

Mr. Spencer reported that Un-
ion Special’s Liberty Mutual ret-
rospective rating arrangement is
working out very well because
the company already has a suc-
cessful safety program.

Liberty Mutual just reviewed
its workmen's compensation con-
tract with Union Special, Mr.
Spencer said. The insurer decided
it was pleased with the arrange-
ment. “And it’s very rare today to
find a happy underwriter,” he
said. ]
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American Monufacturers Mutual Insurance Co.
Central Mutual Insurance Company
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Grain Deolers Mutual Intufance Company
Indiana Lumbermens Mutual [nsurance Company
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lown National Mutual Insurance Company
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WHITE PLAINS, N. Y.

MAMMOTH MART, Typical outlet of depariment store chain, Greenfield, Mass.

IRM SERVICE KEEPS POLICYHOLDERS SOLD

Thousands of managers of large properties have found that
“It Pays to Insure with IRM.”

Now, as an added service, IRM is muking its unexcelled facilities
available to the owners of moderate size properties . . .
$150,000. Contact a Member Company for further details.

starting at

IMPROVED RISK MUTUALS

10601

BRANCH OFFICES: ATLANTA® CHICAGO *DETROIT * LOS ANGELES * SAN FRANCISCO

Contact a Member Company

The Lumbermens Mutusl Inturance Company
Michigon Millers Mutual Iniutance Compony
Michigan Mutual Liability Company

The Millers Mutual Fire Inturance Company
Northweitern Mutual Insurance Company
Pannsylvania Lumbermens Mulual Iniurance Co.
Penniylvonia Millers Mutual Inurance Company
Utica Mutual Inivrance Compony
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Sterling-Winthrop uses U.S. risk control ideas

LONDON-—Country-style rose
hip syrup that Queen Elizabeth I1
serves to the royal children at
Buckingham Palace is among the
products in the British-based
Sterling-Winthrop pharmaceutical
group controls from its London
headquarters.

But Peter J. Gooding, its pres-
ent insurance manager, handles
policies for the output of a wide
range of prescriptions, drugs and
family medicines as well as this
special line that has earned the
firm its Royal Warrant.

He was with Fisons, a British
chemical products combine, for 20
yvears, lately as ‘its insurance
manager, before joining Sterling-
Winthrop nearly two and a half
years ago.

AS HIS GROUP is a subsidiary
of Sterling Drug Inc, of New
York, some classes of insurance
that are given global cover are
arranged by the parent company.

These include products liability,
personal accident and fidelity in-
surance for this world-wide drug
chain,

But within the $40 million Brit-
ish subsidiary he is responsible for
fire insurance, auto insurance, em-
ployers’ liability and other risks.

On these he pursues a vigorous
“middle-of-the-line” attitude,
adapting American techniques of
risk management to the special
needs of the London insurance
market.

“] BELIEVE in teamwork at
every level, because this is the
way to get best results,” he stated
after two and a half years’ inten-
sive study of his firm’s UK.
needs, :

So he integrates closely be-
tween the carriers, brokers, and
his own management, aiming to
be well-informed about develop-
ments on the factory floor. He
believes this helps to reduce risks
and get favorable premium rates,
with widely written coverage that
is understood by all parties, there-
by putting his firm in the best
position to cope with the fortuities
that will occur from time to time.

He has introduced the tech-
nigque, still rare in British indus-
try, of paying his insurance bro-
kers a fixed consultancy fee for
their services, instead of working
on the commission basis usual in
the UK.

On this point, he said: “This
needs mutual trust between us,
but in any case this is the only
way to conduct Insurance in my
opinion.”

HIS COMPANY has had a par-
ticularly tough time with fire
risks. In 1864 and 1965 it saw a
searing experience of two disas-
trous fires, each costing more than
$2.5 million, so this had left a
major problem when he joined the
company in early.1967.

The result was that premiums
were geared to a high level, quite
apart from the decision of the
British insurance market to re-
view rates as a whole. Now, for
the pharmaceutical industry, there
is a 300% load in force.

But extensive use of sprinkler
systems, fire walls, and fire doors
throughout factories is bringing
the insurance cost down, Mr.
Gooding at the same time regu-
larly keeps in touch with safety
experts to reduce hazards.

For auto insurance he places his

Spell named vp
Dole P, Spell, of New Orleans,

has been appointed vp in charge

of production—research and de-
relopment of Southern Marine &
Aviation Underwriters Inc.

i f &
Peter J. Gooding

policies directly on the market
without using a broker, and con-
fines it to liability only to third
parties, so as to meet the public
requirements of British law, to-
gether with passenger liability.

He lets his own firm carry
the risk of salesmen damaging
their own cars, in the belief he
can keep losses to a minimum,
and builds up his own internal
“insurance fund” for this purpose:
But he recovers from negligent
third parties where possible.

The system is achieved in vari-
ous ways that are proving valua-
ble. He routes all claims through
a specialist London firm of mo-
tor-repair assessors, and ensures
that any-salesman who recklessly
or stupidly harms his car is re-
ported to the sales controller.

“The system works well and
there is no doubt that my firm
saves money by this ‘split’ ap-
proach to auto insurance,” Mr.
Gooding said.

His firm is a medium-size com-

pany by British standards, with
3,000 employes. It manufactures
a diversity of products.

MR. GOODING, who places
U.K. insurance and also advises
on some European placings, said:

“In my opinion there is still
great need for clearer under-
standing between insurance bro-
kers, the earriers and the buyer,
to avoid duplication of effort and
unnecessary paper work.

“Some brokers are still reluc-
tant to work in closely as part of
management team. But I like the
system that brings in acknowl-
edged experts, such as those in
the chemical field, to reduce loss
risks within a firm and that can
show significant savings in prem-
ium outgoings.

“I believe that much more
could be done to bring home the
value of this approach to high
management levels in British
firms.”

Mr. Gooding believes that firms
with global cover should watch
for the hazards that can be cre-
ated by sudden currency fluctua-
tions, exchange control restric-
tions, local taxes on imported
money, and other related factors.
If their policies are expressed
wholly in one currency, such as
sterling, there can be unexpected
reactions in meeting loss claims
from other countries, A major loss
in one country, although techni-
cally insured, is in practical terms
uninsured unless a settlement can
be effectively achieved in that
country, "
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THINK OF A BUSINESS

Hall Solves Insurance Problems With Imagination

If you operate a plant—in just about any industry—
you know how complicated insurance protection can be.
It takes an expert to analyse your risks and develop
the many types of coverage you need,

With so many factors to be considered, your insurance program

should be handled by professionals . . . by an insurance team capable

of interpreting the problems . . . and helping to solve them.

Ask Hall about it. Write for the brochure which describes our services.

Lrank . Hall « .

NEW YORK = CHICAGO » SAN FRANCISCO « OAKLAND - LOS ANGELES « PORTLAND « SEATTLE
ANCHORAGE + HONOLULU « LONDON « OSLO + HONG KONG + MELBOURNE

Service Facilities Throughout the World

* Insurance Brokers » Average Adjusters = Employee Benefits Consultants » Estate Analysts » Actuaries
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3M safety . ..

Continued from page 10

3M DEFINES for its employes
the meaning of an accident in
terms of waste to both the em-
ploye and the company. “An acci-
dent,” the company says, “is an
unplanned event which results in
damage to equipment, material

and people in delays in produc-
tion and in lowering of quality.

“All accidents,” 3M contends,
“are & waste and to control waste
is to reduce overhead and in-
crease profits for both the compa-
ny and the employe.”

Mr. Anderson added that safety
and loss prevention must be a
daily part of the employes’ atti-
tudes. Consistent attention, rather

MAINTENANCE

PROBLEM
SOLVER

IF YOU HAVE A SPECIAL AND DIFFICULT MAINTENANCE
PROBLEM, WE CAN HELP YOU. THERE IS A RELIABLE
RANCO PRODUCT FOR EVERY MAINTENANCE NEED. THIS
NEW 40-PAGE PUBLICATION, AVAILABLE FROM RANCO,
OUTLINES A WIDE RANGE OF FLOORING, ROOFING AND
GENERAL MAINTENANCE PROBLEMS AND GIVES SOLUTIONS
IN AN EASY TO UNDERSTAND FORMAT FOR SOLVING THEM.

FOR GREATER SAVINGS AND EFFICIENCY IN YOUR PLANT
MAINTENANCE DEFARTMENT, THIS 1969 PROBLEM SOLVER
IS THE ANSWER. THE CONTENTS OF THIS NEW GUIDE
INCLUDES PRICES, CCST ESTIMATES ALONG WITH
COVERAGES, COLORS AND DRYING TIMES FOR ALL RANCO
PRODUCTS. WRITE ON COMPANY LETTERHEAD FOR YOUR

FREE COPY TODAY!

Lunco ldustrid Products Corp.

13271 UNION AVENUE

CLEVELAND, OHIO 44120

PROTECTIVE
SERVICES

America’s first name

in security....first in
comprehensive property protection!

Property owners — management . . . learn how consistent,
dependable Wells Fargo services can protect your factory,
warehous2, store, institution, construction site, office or
residential buitding. Contact the office in your area for a

cost-free survey.

CENTRAL STATION ALARM SYSTEMS

FIRE — BURGLARY — VANDALISM — HOLDUP
EQUIPMENT MALFUNCTION — SPRINKLER

WATCHMEN — GUARDS — PATROLS — CUSTODIANS

Wells
farao

WELLS FARGO
PROTECTIVE SERVICES

CHICAGO, ILLINOIS
Central Watch Service, Inc.
FULLERTON, CALIFORNIA
Pacific Plant Protection
LOS ANGELES, CALIFORNIA
American Fire Dispatch, Inc.
NEWARK, NEW JERSEY
N.D.T. Security Systems, Inc.
NEW YORK, NEW YORK
Central Station Signals, Inc.
PHILADELPHIA & READING, PA.
Sentinel Alarm Corp.
SAN JOSE, CALIFORNIA
Associated Alarm Service, Inc.

WASHINGTON, D. C.
Federal Protectivg Senvices, Inc. /
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than crash programs, must be giv-
en to loss prevent_on.

“If you build a good attitude in
people then you essentially will
control waste,” he said.

SAFETY MEETINGS, whether
formal or informal, are held in
most plants as a means of rein-
forcing the idea of a total com-
mitment to safety on the em-
ploye’s part.

Plant managers have an array
of films, slides, handouts and
demonstration ideas to select from
in putting together an effective
safety meeting. “But,” Mr. Dyball
emphasized, “You must not use
audio-vidual aid as a crutch; they
should be integrated into the
overall safety program.”

The safety engineering depart-
ment maintains a complete film
library plus many shelves of bro-
chures and safety memos dealing
with “every kind of imaginable
subject,” added Mr. Anderson.

Singapore
snags bike
exporters

TOKYO—Singapore has become
a source of headaches to Japanese
exporters of bicycl= parts, as buy-
ers have been reporting damage,
faulty packing and theft, and fil-
ing claims at the rate of once in
every three reports.

According to one source, the
buyers have been intentionally
damaging the parts, which are as-
sembled in Singapore, and spray-
ing them with salt water to pro-
duce rusting. They then sell the
bicycles at discounts, and file in-
surance claims.

COVERAGE averages $5,000
per shipment, and although some
have been declared total losses,
most claims have turned out to be
to 30% of insured values.
Marine rates have been pushed to
the maximum; according to the
buyers’ requests, shipments are
made CIF (cost, insurance and
freight).

Inspection before shipment has
been strengthened but did not de-
crease the frequency of claims.

- Japan has compulsory export in-

spection for bicycles, as well as
many other export items, and
there is also a customs inspection
in the country.

Ministry of International Trade
and Industry officials have been
worried that the problem might
spread to other export items.

In fiscal 1968 Japan exported
$1.4 million worth of parts to
Singapore and $7.7 million worth
to America. a

Washwatch...

Continued from page 4
but want it removed even further
from it.

Sen. Abraham Ribicoff (D,
Conn.), an active proponent of the
1966 legislation to establish the
highway safety bureau, intro-
duced a bill recently to remove
the bureau entirely from the
highway agency and place it di-
rectly under the {ransporation
secretary.

And the Highway Safety Advi-
sory Committee, which grew from
a study initiated by Transporation
Secretary John Volpe, recom-
mended that the bureau be made
an independent urit under ‘the
secretary, concluding that “it is
not reasonable to expect the basic
conditions to change within the
Federal Highway Administration
s0 as to create a better environ-
ment for progressive development
of the broader approach to high-
way safety.” n

The composition of safety engi-
neering department is unigue :in
itself, he said. The personnel
makeup consists of three chemical
engineers, one with a masters de-
gree: three chemists, one with a
Ph.D.; and one civil engineer who
ho.ds a masters degree in public
health,

THE CHEMIST with the Ph.D.
is assigned to the research labora-
tory complex to work with incor-
porating safety into 3M's techno-
logical developments. The chemical
engineers working constantly to
recognize basic hazards of particu-
lar materials. As new processes are
proposed they study each one to
identify the hazards and then con-
sult with the labs to determine the
least hazardous materials that can
be used.

The division safety engineers
visit 3M’s 45 plant locations three
times a year. Each division engi-
neer is assigned a certain group
of plants which he advises as to
optimum safety standards and
loss prevention programs. He con-
ducts plant inspections, reviews
good housekeeping practices, helps
with the safety program and re-
views losses.

All losses and injuries are re-
ported to the safety engineering
department.

“We like to coincide these
inspections of plants with wvisits
from our insurance carriers,” Mr.
Anderson said.

THE FACTORY Insurance
Assn., 3M's property carrier, visits
St. Paul every two months for
two-day sessions. During that time
current expansion ideas and new
production plans are reviewed.

3M’s workmen’s compensation
and liability insurer, Travelers,

also comes to the company for con-
ferences. Mr. Anderson praised
the carriers “for their aid in all
phases of 3M operations.”
Monthly staff meetings within

" the safety division are held to

discuss what the division engi-
neers have found at particular
plants and to iron out any prob-
lems. The division engineers spend
about one quarter of their time
traveling to the wvarious plants.

According to Mr. Anderson, “a
good loss prevention program is
an exchange of experience.”

3M’S SAFETY philosophy and
loss prevention program, which is
backed by an intricate emergency
squad setup (to be discussed in a
future article in Business Insur-
ance), has brought what Mr. An-
derson described as ‘“very re-
warding results.” The frequency
rate, the number of disabling inju-
ries per 1,000,000 work hours, has
decreased from 11.2 in 1959 to 4.3
in 1968. The severity rate has de-
creased from 469 time charges per
1,000,000 work hours in 1959 to
108 in 1968.

3M's workmen’s compensation
is on a retrospective rating plan
and returns at the end of the year
are made to each plant in conjunc-
tion with its safety record. An
illustration of 3M’s effective safety
philosophy is a recent return of
$15,000 to one particular plant.

“That kind of return is an ex-
cellent incentive to have a good
safety record and helps employe
morale,” Mr. Anderson said.
“Once you see that a plant is
properly designed you have a
good share of the battle won,” he
added, “but a good design and
safe building won’t guarantee a
good safety record; you need a
proper employe attitude.” ]

classified advertising

RATES AND CLOSING TIME: $2.06 per line, minimum charge $8.00. Cash
with order. Figure all cap lines (maximum—two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago office not later than noon, Monday 7 days preceding publication
date. Published every other Monday, Display classified takes card rate of
$17.00 per column inch, and card discounts on size and frequency.

Help Wanted

INSURANCE
ADMINISTRATOR

We are a major firm lozated in the
New York City area. We seek an in-
dividual for our corporate staff who
will be responsible For the property
and casualty insurance program.
Primary duties will be administra-
tion, planning and purchase of in-
surznce. The person selected should
have a minimum of three years ex-
perience, a knowledge of Industrial
risks, and a strong educational back-
ground. All replies held in strictest
confidence. Our employees know of
this ad.

Box 959, BUSINESS INSURANCE
740 Rush St., Chicago, 1. 60611

GET
RESULTS
HERE

surance plan.

CORPORATE INSURANCE
MANAGER

The Macke Company, a 100 million dollar a year food and service
corporation listed on the N.Y.S.E., has established this new position.
This position requires a person with 5-10 years’ experience who
can analyze and evaluate our present risk and related insurance
program, propose improvements and administer our corporate in-

Submit your resume and salary requirements in confidence to:

John W. Lewis, Corporate Personnel,

THE MACKE COMPANY

One Macke Circle
Cheverly, Maryland 20781

An Equal Opportunity Employer




coming November 24 . . .

The special November 24th issue assures your advertising message
extra attention, extra pass-along readership, and extra long-life!

In this issue, the editors of BUSINESS INSURANCE focus on the multi-

billion dollar market of payroll-deducted health, life and accident in-

surance plans. As inflation increases and the employe expectations of

greater protection become more demanding, policy revisions and
totally new protection concepts are evolving rapidly to meet the challenge.

BUSINESS INSURANCE will clarify, pinpoint and translate these trends and innova-
tions for corporate management executives responsible for their company’s programs.

BI’s editors will examine new methods of retrieving employe benefits information and
various new techniques of communicating to employes the value of these benefits.

Bl surveys of key corporate executives and union officials will show how companies
evaluate their life and health programs as operating costs—and what the unions are
planning for future, additional demands.

BUSINESS INSURANCE's readers (over 35,000 of the nation's most influential
buyers and buying influences of corporate risk protection of all kinds) will keep pace
in this special November 24th issue with specific developments in group life, heaith
and accident insurance . . . regional reports on rising costs of medical care . . . growth

Sales Offices: Alfred Malecki
Advertising Director
630 Third Avenue
New York City, 10017
Phone: 212-986-5050

Myron A, Hartenfeld
Publishing Director
740 Rush Street
Chicago, 60611
Phone: 312-337-5200
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of majer medical and disability programs . . . group life insurance policies including
new applications and provisions for expanding employe benefits . . . new retirement
plans and annuities . . . new types of key-man life insurance and its many applica-
tions . ..

If you sell corporate insurance, financial/banking services, or offer safety/security
products or services—you should be communicating in BUSINESS INSURANCE
regularly.

Every-other-Monday BUSINESS INSURANCE's specialized editorial content creates
a unigue “risk protection climate” in which your company's advertising message will
be read avidly by the management executives within the leading 12,860 corpora-
tions in the United States—the executives who are responsible for and have the author-
ity to protect their companies on all risk fronts—insurance, safety/security, and
financial—including the investment of funds!

They are responsible for the protection of over 30,000,000 direct employes (almost
40% of the entire U.S. work force)! Responsible for the protection of billions of dollars
of physical assets. Responsible for the investment of billions of dollars of funds!

They are your best customers and prospects. Plan now to build your 1970 ad bud-
get around BUSINESS INSURANCE . . . and start your campaign in the special No-
vember 24th issue.

Publishing: November 24, 1969
Ad Closing: November 12, 1969
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to give you access every-other-Monday to the major buyers of employe, property and liability protection




Would you listen
~ toafresh =
business insurance idea?r

(or two?)
(or three?)
(or more?)

M There’s a danger 1n
sasd ooing along, each year,
thinking of your business

insurance in the same old way.

New problems require new
solutions. The new needs are
ripe for fresh thinking and
tuned-to-today 1deas.

That’s where Allstate
can help.

Allstate sells just about all
of the kinds of insurance your
company needs.

After a few short years of

Allstate Insurance Company

staffing up, we’re ready to

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 hel ful
point of view. And probably
able to save you money 1n
the bargain.

It will pay you to talk to
Allstate, next time you need a
quote. Call us, won’t you?r

Alistale

BUSINESS INSURANCE



