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for buyers of employe, property and liability protection

Prepaid group
health scheme

set at Harvard
BOSTON-Eight major in-

surers are serving as an advisory
committee to the Massachusetts

Blue Cross plan in an experi-
ment with Harvard Medical

School to provide subscribers
with prepaid group medical ser-
vices at hospitals affiliated with
the school.

The Harvard approach, it was
explained, is the first major pro-
gram in the country which calls
for financing by Blue Cross and
several commercial insurance

companies, which are also in-
volved in the project. Other
established group plans, such as
the Kaiser-Permanent and

Health Insurance Plan of New

York, are self-financed and have
taken on themselves the many
responsibilities of the prepay-
ment agent.

The advisory committee to the
Harvard-Blue Cross experiment
con,fs of Prudential, Aetna,
T.*elers, Metropolitan, John
Hancock, Continental Casualty
and Liberty Mutual along with
the Health Insurance Assn. of
America.

ACCORDING TO a Harvard

spokesman, the insurers right
now are acting as an ad hoc com-
mittee to the program, with the
possibility that several compa-
nies may participate in the pro-
gram.

With the approval of employ-
ers, Blue Cross will offer the
Harvard plan to enrolled groups
in the metropolitan area, giving
the emploire a choice of the Har-
vard plan or of continuing his
conventional Blue Cross cover-

age.

The program is expected to
begin July 1, 1969, with an initial
enrollment of at least 15,000 per-
sons. •

Court award

for :,me burns
BUFFALO-A youth, burned

+ two Ygrs ago when he fell into a

pli:.8/ unslaked lime behind a
ceinent company, received a

$250,000 Supreme Court settle-
ment.

The settlement was approved
for John Sugg, now 16, by Su-
preme Court Justice Reid S.
Moule. Defendent in the case is

the Lehigh Portland Cement Co.
An additional $50,000 settle-

rnent has been accepted by
John's parents, Irving and Mary
Sugg of West Seneca, making the
total figure $300,000, one of the
largest figures recorded in an
Erie county lawsuit in recent
years. .

Mini-monorail at the HemisFair exposition is a twisted mass of wreckage
after a collision that killed one person and iniured 48 others. Liability cov-
erage on the monorail is shared by two carriers and a team of adiusters at
the fair site is handling claims arising from the incident.

Wide World photo

Two insurers cover

HemisFair 'minirail'
SAN ANTONIO, Tex.-Gen-

eral Accident Insurance Co. and
Fireman's Fund American have

the property and liability cover-
age for a mini-monorail train
crash at HemisFair last week

which injured 48 persons, 14 of
whom were hospitalized, and
killed one.

Eleven cars of the elevated

monorail crashed to the ground
when it was struck from the rear

by another of the miniature
trains.

Claims officials of both carriers

are "investigating" the accident.
The rail ride was operated by
H.C.P. Enterprises, a private
concessionaire at HemisFair.

It is understood that Hemis-

Fair required a $1,000,000 mini-
mum basic liability cover for
each fair participant.

GULF INSURANCE Group,
official HemisFair insurer and

consultant, has put together a
$1,000,000 comprehensive gen-
eral liability policy protecting
San Antonio Fair Inc., operator
of the fair, and a $20,000,000 ex-
cess umbrella policy not only for
buildings owned and operated by
HemisFair and exhibits, but also
for concessionaires and domestic

and foreign exhibitors.
The umbrella policy also pro-

tects the fair owners' interests.

350 a copy:$8 a year September 23,1968

Pinpoint cost of risks

-,rn systems ana/ysis
techniques, AMA told

- risk management," Mr. Gal-
lagher explained.

Risk management, said Orville
- B. Tearney, manager of credit

and corporate insurance of In-
- land Steel Co., "is not a job

where you sit in an office and say
next week this policy has to be
renewed. It's a fluid situation.

Your management is going to
hold you responsible for that
surprise loss."

This is the second "major" ac-
cident involving personal injury
at the fair since it opened April
6. The first happened when a car
on an amusement ride ripped
loose ahd slammed into a post,
injuring one person.

Gulf maintains a three-man

claims office on the fair site,

headed by Dick Caldwell and a
safety engineer, Dudley Powell.
There had been no major claims

during the $46,000,000 construe-
tion phase of the fair.

THE ACCIDENT happened on
a day that HemisFair officials of-
fered for a second time a "two for

the price of one" entrance fee and
nearly 90,000 persons jammed
the park.

The mishap occurred as the
two trains rounded a curve be-

tween a lagoon and a HemisFair
infirmary, where a doctor and
several nurses were on duty.

The injured were afforded
quick medical treatment as a
number of airmen visiting the
fair cordoned off the scene.

This was the third mishap in-
volving the "minirail" trains, but

the first involving any injury.
Fire damaged several cars dur-
ing a test run before the fair
opened and there was a minor

collision just after the fair

opened. .

CHICAGO Insurance man-
agers last week were urged to
adopt the tools of scientific man-
agement including investment
return analysis and statistical
forecasting to more exactly pin-
point the cost of risks.

Speakers at the first day ses-
sion of an American Manage-
ment Assn. risk management
course advised managers to "talk
the language" of top manage-
ment by discussing losses in
terms of cents per share. One in-
surance buyer said his manage-
ment "woke up immediately"
when he took a cents-per-share
approach.

One of the best ways to "get
wired in on major decisions"-in
order to begin planning loss pre-
vention procedures at the earli-
est possible moment-is for in-
surance managers to get on the
routing list of appropriation re-
guests for major company proj-
ects, according to Edward D.
Hansen, risk manager of Union
Tank Car Co. here and co-chair-
man of the AMA session.

RUSSELL B. GALLAGHER,
manager of the real estate de-
partment of Philco-Ford Co.,
Philadelphia, said that it's also a
good idea for insurance man-
agersto get on research and de-
velopment committees and to be-
come "closely associated" with
their firms' real estate activities.

"These three areas-appro-
priations, r&d and real estate-
all have basic functional ties with

MR. TEARNEY SAID that his

department is currently conduct-
ing a study of whether to insure
business interruption losses,
which management forrnerly
elected to self insure. He ex-

plained that as part of the firm's
risk management program his
department is putting together
a critical path risk analysis flow
chart study to determine busi-
ness interruption losses in every
department.

"The risk manager," according
to A. Hunter Long, of Standard
Oil of New Jersey's risk manage-
ment division and eo-chairman

of the AMA meeting, "must be in
a position to identify the risks in
an operation or a new invest-
ment so that he may project and
quantify them in terms of proba-
bility of size and frequency of
occurrence.

"To the extent that risks are

quantified, even though the
margin of error in the estimate is
large, they may be treated as
routine costs of doing business

Continued on page 38

Glen Alden covered

by D&0 insurance
NEW YORK-Glen Alden

Corp. executives are protected
by officers'and directors' liabil-
ity insurance against possible
damages arising from a stock-
holder's derivative suit filed

here, Business Insurance was
told.

The company has carried such
coverage through Lloyd's of
London since the insurance first

became available, it was learned.
But in two similar cases, also

involving "insider" stock trans-
actions, Merrill, Lynch, Pierce,
Fenner & Smith and Texas Gulf

Sulphur Co. don't have the cov-
erage to shield their top people
from potential damages.

The suit brought by Penn Mart
Realty Co., a Glen Alden stock-
holder, charges Glen Alden's
chairman and other officers with

giving an investment fund inside
information about the firm's

planned acquisition of Schenley
Industries. The civil suit seeks

$1,500,000 in damages on behalf
of Glen Alden.

THE SUIT SAID that the in-

vestment fund, Investors Vari-
able Payment Fund Inc., agreed
to buy 92,700 shares of Schenley
at $63-one week before Glen
Alden announced it would pay a
minimum of $80 a share for
Schenley in a takeover bid.

Glen Alden said the suit was

"without merit."

No indemnification is per-
mitted in derivative suits for

amounts paid to the corporation
"for the obvious reason that it is

really the corporation bringing
Continued on page 38
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Faulty sprinkler system fails
to dampen cost/y warehouse fire

DANBURY, Conn.-An esti-
mated $3,000,000 fire, which de-
stroyed a two-block industrial
complex here, could have been
extinguished if the sprinkler sys-
,tem had been working, according
to fire and insurance officials.

The fire, which started in a
warehouse operated by Interna-
tional Warehousing Corp., com-
pletely destroyed the building
and its contents and damaged
two other plants.

Among the firms whose goods
were stored in the warehouse

were B. F. Goodrich, Procter &
Gamble, Burco Products and Di-
versified Services of New Jersey.

ACCORDING TO AN insur-

ance source, Travelers, Home In-

surance and Phoenix Mutual Fire

Insurance Co. covered Interna-
tional for fire and extended cov-

erage. The warehouse building,
he said, was insured for a loss up
to $325,000.

The source said International

turned off its sprinkler system in
May, 1967. A spokesman for the
warehousing firm said the insur-
ance companies and the fire de-
partment were notified that the
sprinkler system was inopera-
tive.

"The sprinkler system was
constantly breaking down," said
the spokesman. "Insurance rates
were readjusted for the periods
when the system was not work-
ing."

According to International, the

companies whose products were
destroyed in the warehouse will
have to seek retribution from
their insurers.

"BEFORE THE COMPANIES
placed their merchandise in
the warehouse," he said, "they
agreed to assume liability and to
carry a warehouse deposit insur-
ance policy."

A broker, representing one of
the industrial companies, said if
International is held to be negli-
gent, especially for having the
sprinkler shut off, there are
bound to be claims against it.

On the other hand, he con-
ceded that subrogation claims by
the industrial companies or their
insurers could depend on what

Het your
35·year·old

marketing dynamo...

Insure
him for

$50,000
(mostly
permanent protection)

at only $784.50
per year.

Provident Mutual's Adjusting Benefit Life
. . fresh, imaginative, flexible, A truly new dimen-

sion in low-cost protection. Provides maximum
whole life (never less than 73%) at a rock bottom
premium that stays level for life.

Combines the best of both par and non-par:
low net cost, low going-in rate. A natural for key
man coverage . for anyone to age 70, starting
at $10,000. No room here to detail mechanics.
Urge you to fill out the coupon. Worth your seri-
ous attention.

Please send me details on Adjusting
Benefit Life, plus "The Flying Cloud"

a handsome 19 x 24 color print,
very suitable' for framing.

Name

Company
Titip
Address

PRE)VI [DENT
MUTUAL-m-LIFE
INSURANCE COMPANY O/ PAILAOELPHIA

P,O. Box 7378, Philadelphia, Pa. 19101
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type of agreements were made
with International.

THE SPOKESMAN for Inter-
national said warehousemen li-

ability coverage for losses sus-
tained by the two other plants
was also carried. The firms were

Bard-Parker Co., maker of sur-
gical equipment, and Mariano
Brothers Moving & Storage Co.,
whose building was destroyed.

According to Arthur Manley,
insurance manager ' for Becton-
Dickinson, Rutherford, N.J.,
owner 6f Bard-Parker, the

sprinkler went.off in the Bard-
Parker plant, which kept it from
having extensive losses. "Most of
the buildings and contents were
saved," he said.

According to fire officials here
and the General Adjustment Bu-
reau, the cause of the fire was
undetermined. Included in the
contents destroyed were 15,000
pool and ping pong tables, foam
rubber carpet padding and other
material.

Officials from the fire depart-
ment and the GAB said if the

sprinkler system was working
most of the warehouse would
have been saved. •

Sears denies

merger report
CHICAGO-Sears, Roebuck

& Co. has denied a report in
the Sept. 9 issue of Business
Insurance that the big retailer
has conducted merger talks
with Marsh & McLennan.

A Sears spokesman said the
story was "without founda-
tion."

Marsh & McLennan declined
comment. •1

New foam

system bows
National Foam System, West

Chester, Pa., has introduced a
high-expansion, fixed-foam sys-
tem for industrial fire-fighting
units and for the protection of
special hazard areas.

Each system uses one of sever-
al foam generators, which are in-
stalled on the walls of the room

or building near the ceiling and
can be actuated either automati-

cally or manually, the company
said. The system can be used
either alone or with sprinklers.

Prudential,
Equitable
go ove rseas

NEW YORK-Two more major
life insurance companies, Pru-
dential and Equitable, have hop-
ped on the overseas benefits

bandwagon.
Equitable's worldwide pro-

gram includes life, health and

pension coverage and works on a
nonexclusive arrangement.

The company has just ex-
panded to South America.

Equitable has working ar-
rangements with about 50 com-
panies in, 25 or 30 countries. In
South America, the insurer has
selected 20 companies which
meet Equitable's standards for
the international arrangement.

Prudential's pr6gram for
group life and health coverage is
effective in 11 West European
countries and works through
Swiss Life Insurance and Pen-

sion Co, of Zurich; "Vita" Life
Assurance Co., a member of the
Zurich Group; and Norwich
Union Life Insurance Society of
Norwich, England.

Already underway are benefit
programs at such companies as
Metropolitan, John Hancock and
Continental Assurance Co. The

international arrangements have
been given impetus by the inter-
national expansion of the in-
surers' U.S. customers.

The 11 West European coun-
tries involved in Prudential's

program are the United King-
dom, Belgium, The Netherlands,
France, Spain, Portugal, Swit-
zerland, West Germany, Austria,
Italy and Luxembourg.

According to the international
arrangement, Prudential can re-
insure about 50 %.

Prudential works on a less
formal basis with the American

International Groups of cam'B-
nies in offering coverage in Latin
America and the Far East. m

Borders new vp
M. W. Borders has been named

vp in charge of life, accident and
health insurance for Edwin G.
Imhaus Co. brokers.

CF/DENT/AL: Here is tk"
/AIM has grown to No. 3 in aviation insura[100<

We make you a N AM[instead of a number. Try us!

RAMA/t
Specialists in all forms of Aviation insurance

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

610 POYDRAS STREET, NEW ORLEANS 70130
AND IN LOS ANGELES, HOUSTON AND ATLANTA
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Urges early passage of federal .-

ti CH[SAPEAKE NAllDllal n

fiduciary, vesting-funding bills
(For other coverage W the 14th Administration's cudgel, saying use-the payment of benefits to 1-1 'll'.- *./

annual educatzonal conference that operation of pension plans qualified beneficiaries," he said 1-3„Ii.-.-- -'21:.14--lz' I

sponsored bv the Nattonal Foun- "with the tremendous impact He urged that vesting stan- f sT--·'4,9i
dation of Health, Welfare & Pen- they have on the public sector, is dards (the federal bills usually
ston Plans, see stones on pages properly the concern of govern- call for ten-year vesting after
4, 16, 24, 27, 29 and 41 ) ment" age 25) and reciprocal agree-

He said two bills are of partic- ments be enacted to protect em- Sailing across the wide blue yonder is the Chesapeake National Bank "boat

SAN FRANCISCO-An Ad- ular interest to the Labor De- ployes who get laid off in their 'n bank," the nation's first floating branch bank Normal marine coverage

ministration spokesman made a partment "The purpose of the 60s, even after 40 years service, on its hull and a property and indemnity policy give the boat adequate

strong pitch for early passage of first-a fiducir:> bill-is to safe- or those who get sick in their 50s marine protection

fiduciary and vesting-funding guard the assets of welfare, pen- but do not have disability provi-
legislation currently before Con- sion and profit-sharing plans, and sions
gress at the annual education the purpose of the second, a vest- 90-knot' bank carries
conference of the National Foun- ing-funding bill, is to give retire- "IN ALL too many cases, the
dation of Health, Welfare & Pen- ment plan participants a better pension promise shrinks to this 1
sion Plans chance to qualify for benefits and If you remain m good health and

The plea for passage came in greater assurance of receiving stay with the company until you -atertight' coverage
the wake of several presenta- the benefits for which they be- are 65 years old, and if the com-
tions during the working ses- come eligible pany is still in business, and lf WEEMS, Va -The nation's marine coverage is concerned

"I suggest that both bills are first mobile waterborne bank of- Possibly, he said, there may have
sions of the conference which your department has not been

predicted the death of the U S urgently needed, and the vesting- abolished, and if you haven't fee, launched here last week, been more of a problem in ob-
private pension system if such funding bill-far from harming been laid off for too long a period had "no real difficulties" in plac- taining bank bonds for the mon-

bills were passed the private retirement system- -or fired at the last minute, and ing its marine coverage eys and securities on board

will help it fulfill its potential as if there's enough money in the Officials of the Chesapeake Na- A bank official explained that
Among those speaking out

a vital supplement to the Social fund, and that money has been tional Bank said that the house- during the nights the boat will
against passage included Richard boat bank has all the normal se- be tied up at a marina and dur-Security system"
Van Deuren, Milwaukee lawyer, prudently handled, then, you

will get a pension," Mr Reynolds curity features of a land bank ing the day it Will divide its time
John Hill, Portland, Ore, law- office, including security cam- between two pier locations on
yer, and Steven Sherman, presi-

MR. REYNOLDS contended said

that the $3 billion paid out to He contended that the current eras, guards, alarms, ship-to- Carter's Creek, a tributary of the
dent of United Administrators

3,000,000 beneficiaries annually legislation would go a long way shore telephone and radios Ac- Rappahannock, Just off Chesa-
Inc,Seattle, Wash (See story on

falls considerably short of being to end this "indefensible laby- tually, one bank official said, "It peake Bay A third location will
page 16 )

a vital supplement to the Social rinth of lf's, and's and but's, not probably would be more difficult be inaugurated next spring

Security system to mention maybe's " to pull off a robbery on the Since, according to :he bank,
MANY OF THE 4,800 who at- houseboat than on land " "a great many of our customers

tended the conference were The prevalence of "unduly re- "The assets of welfare and

strictive eligibility" require- pension plans are probably 50 The marine insurance cover- are water oriented, earning their
union leaders and were caught

ments and lack of sufficient times greater than the assets of age for the "boat 'n bank" was livelihoods as commercial fisher-
on the horns of a dilemma. their

funds to pay promised benefits all the labor organizations in the placed by Hubbard Insurance man or oyster tongers, and need-
usual support of Democratic par-

are the chief stumbling blocks, US, yet currently there is more Agency, Kilmarnock, with the ed a bank close at hand, we de-
ty legislative moves and infor- he said federal protection for union as- Home Insurance Co The new ci(led to take a branch to them "
mation that contends this legisla- "Establishment of a federal sets than for the assets of wel- branch bank is adequately cov- · The floating bank will be tra-
tion would doom union welfare

standard of fiduciary responsibil- fare and pension funds The fidu- ered under a hull policy and a versing in territory once favored
and pension funds tty would help preserve the as- mary bill is aimed simply at the property and idemnity liability by pirates But should anyone

Undersecretary of Labor, sets of welfare, pension and prof- rotten apples m the barrel," Mr policy sail close flying a Jolly Roger to-
day, the bank's cash, according toJames J Reynolds, took up the it-sharing funds for their proper Reynolds said

A MEMBER OF the Hubbard an official, could be flung over-
agency contended that there are board in lead-weighted sacks and

Asks pension pay 'chiseling' curbs no particular hazards as far as retrieved later by divers

SAN FRANCISCO-A pension end up bankrupt istrators feel that it has been a

and welfare consultant has wise move but he felt that it UAW local yearns
urged pension fund administra- "A SPOT CHECK of payroll would not be wise to begin a
tors to make spot checks of pay- reports often uncovers discrep. fund on a self-insured basis
roll reports, a system of fines and ancies, particularly the first time He urged that the fund have
penalties and work stoppages to irs done and when overtime is several years claim experience for group-type plan
prevent employers from "chisel- involved," he said He uged that under its belt and that a large

ANDERSON, Ind -Local #662 Brown told Business Insuranceing" on contributions to pension the bargaining contract autho. number of lives, say 2,000 or
funds rize periodic audit of employers more with annual contributions

of the United Auto Workers of In Detroit an official of the

Addressing a workshop of the and establish a hearing commit- of more than $1,000,000, be in the America is a union in search of UAW international headquarters

annual education conference of tee for employer rebuttal fund group-type auto insurance told Business Insurance that

the Health, Welfare & Pension He said that late filing penal- He recommended that those Russell Brown, vp of the local many UAW locals are looking in-

Plans, Mario E Impellizeri, ad- funds with "peaks and valleys" representing 12,246 workers at to group-type auto insuranceties, of as much as 10%, periodic
minlstrative consultant for the lists of late filings for fund ad. in claims avoid becoming self the Delco-Remy Division of Gen. Some locals are seeking to ad.
Painting Industry Insurance ministrators and union officials insured • eral Motors Corp. here said, -If minister group-type auto insur-

Fund of New York City, said that and fines for employers can re- we can get what we want for our ance through their credit unions

when some employers do not duce tardy payments into the people, we'll init1ate group auto
make proper contributions to fund insurance right away." UAW OFFICIALS say they

pension funds, lt can affect other He said that fund trustees 4,800 iam Meanwhile, officials of the
are again considering negotiat-

employers contributing to the ing for group-type auto insur-
should ask for an employer to UAW international union in De-

fund and could even affect profit ance as a fringe benefit A UAW
post a performance bond of a

and loss statements for all con- conference troit said they are seriously
spokesman said that his union

percentage of its gross contribu- studying group auto insurance as
cerned listed group-type auto insurance

tion and that annual statements SAN FRANCISCO-More a fringe benefit to be negotiated
For example, if a contractor as a benefit demand in negotia-

be furnished so that employes than 4,800 trustees and admin- in future UAW contracts While
fails to estimate the required tions with Ford Motor Co sev-

rnay check this information istrators of health, welfare they have no direct connection
pension fund contributions on a eral years ago but "it slipped off

against withholding statements and pension funds across the with the efforts of the Anderson
municipal bid Job, Mr Impelli- the bargaining table," as he put

to insure appropriate contribu- U S Jammed into this city's local to establish a plan, the De- 1tzeri observed, the contractor tions to pension funds Hilton Hotel to attend the troit UAW officials will be care-
might submit the low bid and UAW, however, lS Stlll stongly

Thomas Reynolds, assistant vp conference of National Foun- fully watching the response and considering asking for group-
in the Lansing, Mich., offlce of dation of Health, Welfare & results type auto insurance as a fringe
Russell M Tolley & Associates, Pensions Plans Mr Brown explained his local benefit with an employer con-
outlined the results of a 12,000 Delegates attended 32 work- is seeking to put its members un- tribution "An employer con-ciry buys member craft union that self in- shop sessions, plus special in- der a group-type auto insurance tribution is needed," according to
sured its pension fund dustry, leadership and com- program because the coverage the spokesman, "because that is

riot cover munications skills sessions would be noncancellable and be- the factor that would reduce

THE FUND WAS set up in The proceedings of the con- cause it would be obtainable at premiums for our members
NEW BRITAIN, Conn -This 1953, he said, with one insurance ference with the complete text rates lower than individual cov- Otherwise, good risks would pay

city has agreed to purchase a company as administrator for 13 of all formal presentations erage more to subsidize bad risks "
separate riot and civil distur- years and experienced one "bad" will be mailed to all regis- Last December, the UAW in-
bances insurance policy from the year out of the 13 trants and dues-paying foun- "ONCE WE GET this going surance expert said, the union
Aetna Casualty & Surety Co, The trustees have estimated datlon members early next here, Mr. Brown predicted, conferred in Detroit with repre-
Hartford, for annual premium of that the fund has saved $45,000 to year Additional copies at $10 "nearly all of the workers we sentatives of ten "very large" in-
$13,000 $50,000 annually since going self for members and $12 50 for bargain for would sign up " He surance companies to study the

Cost of the new policy for the insured two years ago In the sec- nonmembers may be pur- added that the success of the possibilities in various group and
city for the balance of the year ond year, he said, the fund's chased from the foundation plan would depend upon the group-type auto insurance pro-
will be $8,905 equity has gone up $450,000 and Box 898, Elm Grove, Wis. willingness of Delco-Remy to grams

53122The New Britain Board of Fi- the investment income has risen make payroll deductions of pre- Until group insurance is in-
nance is being asked to supply 12% A summary of pension and miums as a service to union cluded as a negotiated fringe
the funds He said that the fund's admin- welfare bills before Congress members benefit in UAW contracts, the

is available from the Assn of
"We envision a program that spokesman said, the interna-

Private Pension & Welfare
would provide the union with tional union will watch withVol 2, No 20-Business Insurance is pubhshed every other Monday at 740 N Plans, Box 1920, Washington. one master policy and certif- keen attention the results ofRush St, Chicago, Ill, 60611 Controlled circulation postage paid at Chicago, Ill DC 20013 .

Copynght 1968 by Advertising Publications, Inc icates of insurance for all those local group-type auto plans such
whrh Non nn frbr th= nlon " 1Vrr ne +Ao TnA,ons ln,51 cAnbe
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Rising health cost due to supply and demand
SAN FRANCISCO-Two pro-

fessors of economics presented a
session of the educational con-

ference of the National Founda-

tion of Health, Welfare & Pen-

sion Plans with an elementary
lesson on the law of supply and
demand to explain why health

care costs have skyrocketed.
Prof. Kenneth McCaffree, Uni-

versity of Washington, offered

several solutions to help curb
costs that he said have multiplied
12 times since 1928 without a cor-

responding increase in the level
of health enjoyed by the average
citizen.

The suggestions included ex-
pansion of training facilities and

training of new types of person-
nel in the medical health field.

In addition, Mr. McCaffree said
that the third-party, payee sys-

tem of the Blues and insurance

companies doesn't have appro-
priate cost checks. "It is to their
eternal credit that insurers have

dropped from 25¢ per dollar of
premium down to 5¢," he said,
but they have not done enough
to develop standards of utiliza-

tion control, find patterns of care
and work out norms.

HE SAID THE indemnity in-
surance system provides little

incsntive to control expendi-
tures. He pointed out that of the
8 % annual rise in costs, 4% could

be attributed to unit price hikes,
1.6% to the increase in popula-

tion, 7% to rising standards of
living and the remainder a mys-
tery that amounts to $500,000,000
annually,

He estimated total annual

health expenditures at $50 bil-
lion in the U.S.

Mr. McCaffree said prepaid
group health systems, such as the
Kaiser plan and other union
sponsored plans, put incentive on
the health care provider because
he is paid to keep the patient

well by being paid on a per cap-
ita basis.

"In addition, the comprehen-
sive care programs present the
usual market setting by pitting
the doctor against the patient,
with the consumer participating

in the prcgram," he said.
He pointed out that U.S. civil

service experience with prepaid
programs has saved 40% over
regular insurance of Blue pro-
grams.

PROF. JOSEPH W. Ehren-

reich, University of Southern
California Research Institute for

Business and Economics, pointed
out that the cost of living index
has risen 20% in ten years, medi-
cal care services 55 %, hospital

usage 120%, dental costs 23%
and doctors' charges 43 %.

Mr. Ehrenreich pointed out
that the health field is not a com-

petitive structure because hospi-
tals have "no real economic in-

centive." He urged greater com-
bining of facilities so that they
can become more efficient across

a community or a county scale.

He said the true hope of curb-
ing soaring medical cost lies with
representatives of labor and
management as big buyers of

group health coverages.
"No one usually says, "Hey

doctor, let's talk about prices,"

We like to work
in groups-
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Over 20 million people are protected by our employee benefit plans.

That's worth remembering when you're thinking about group insurance for your company.

Perhaps an "inflation-proof" retirement plan. Or any other form of group life,

health or pension coverage. Fact is, more businesses are group insured

with £tna than with any other company.

Nothing succeeds like success. In your business.
And ours.

OUR CONCERN IS PEOPLE

LIFE&CASUALIY

Mr. Ehrenreich said, "and there
is little relationship bet*een
what a doctor charges and what
his costs are."

He pointed out that a her-

nia operation in Detroit costs
$104, $190 in Minneapolis, $234 in
Kansas City and $314 in San
Francisco.

"Major group purchasers have
a vital role. They must present a
strong countervailing force and
twist the arms of doctors and

dentists and other health care

providers. If they don't the gov-
ernment will," he said.

He urged major health care
purchasers to influence product
use of comprehensive plans and
recommend standardized prod-

uets so that comparisons can be
made.

Both professors agreed that
users of health care must be edu-

cated and that major health care
buyers can play a vital role in
any education process. The edu-
cation can come' in the form 6f

how much health care costs,
even if covered by insurance,
what alternatives are available,
what claims abuses cost, advan-
tages of group practice and what
service paramedical personnel
can provide.

Mr. Ehrenreich said that group

buyers should form regional
coalitions to bargain with health
care vendors, take over control

of hospitals or become part of
their governing bodies, build
their own hospitals, support
medical school construction, pro-
vide scholarships with provisions
that the recipient will work for
you, operate prepayment plans
and health clinics and exchange

information on money saving
practices

"Only a massive national effort
by labor and management
groups will prevent federal in-
tervention," he concluded. •

Pennsy/vania
work comp
rated down

HARRISBURG-Manufactur-

ing and utility companies and the
federal government will pay
higher workmen's compensation
rates in Pennsylvania, although
a general decrease of 1.3% was
announced by the state insur-
ance department.

According to David O. Max-

well, insurance commissioner,
rates were raised for manufac-

turing and utilities by 2.6% and
6.7% for federal employes.

All other industries received a

7.5% decrease, except contract-

ing and quarrying which was re-
duced by 0.7%.

The new rate adjustment went
into effect Sept. 1, and it is esti-
mated that it will save approxi-
mately $1,745,000 to Pennsyl-
vania employers.

In another developrnent on
rate adjustments, Mr. Maxwell
announced that requests for
private and commercial automo-

bile insurance rate hikes by
three insurers were approved

"specifically because they reflect
recognition of investment in-
come."

Overall increases were ap-

proved for State Farm Mutual
Automobile Insurance CO.

(7.1%), Aetna Casualty and
Surety Co. (16.2%) and Erie In-
surance Exchange (13.4%).

A request by Insurance Co. of
North America for private auto
rate increases was refused, even
though investment income was
reftected.
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Joe Gormally buys communication
Joe Gormally, Christy Award win-
ner, is an insurance risk manager
for Pennsalt Chemicals Corpora-
tion. And the whole purpose of his
job is to reduce, retain or transfer
risks at the lowest cost.

That's where we come in.

Joe buys Pennsalt's liability in-
surance from us. That means he

puts risks on our back. But we go

further than just supplying pro-
tection.

We give advice. Ideas. And our
experts are ready for opinions when

new products are being developed.

In short, we get involved. We
communicate.

It means that our insurance is

active. Like an investment. And

together with the organizing and
decision-making talents of Joe
Gormally, we offer Pennsalt the

best chance "to protect its profit
growth through insurance."

,>r"f

M'AUHAL

Communicate with the

Wausau Story yourself.

If your company doesn't have a
risk manager, we think you should
start looking right now. To start
with, we're the people who know
business insurance like nobody else
in the business.

Employers Insurance
of Wausau
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Gridiron mayhem not limited to the field
By ROBIN MENZ

NEW YORK-When it comes

to focitball, the cry "rip 'em up,
tear 'em up" applies to the rival
team, not the insurance policies
which protect excited football
fans for injuires sustained dur-
ing the Saturday afternoon
spectacular.

With the college football sea-
son underway this month, all
kinds of excitement lets loose in

the stadium and anything goes as
far as the spectators are con-
cerned. For some colleges the
football season means increasing
their liability coverage to the
maximum. For others, the state
provides immunity against
claims from injuries sustained in
the stadium.

At Big Ten school Ohio State
University, where the stadium
seats 81,000 spectators, about the
only recourse for an injury
would be through the sundry
claims board. The school carries
no liability coverage on its
stadium and is provided immu-
nity from suits. About the only
buildings which are insured are
ones built with nonstate money
or bond-financed structures.

DOWN SOUTH, at the Univer-
sity of North Carolina, Chapel
Hill, the school carries a liability
policy underwritten by Aetna.
During the football season limits
increase to $100,000 per person,
$500,000 per accident and $500,-
000 aggregate products. The
policy, according to a member of
the athletic department, also

covers other areas of the campus,
such as the gymnasium, playing
fields and swimming pools but

 the limits are not as great.
The school feels that its great-

est exposure is during the foot-
ball season. The Tar Heel's foot-
ball stadium seats nearly 47,000
fans.

Carolina pays a flat amount
per football fan for liability cov-
erage. At the beginning of the
year a certain premium is paid
and at the end, total attendance
for the year is tallied and a pre-
mium adjustment is made.

Inspection of the stadium is
done periodically by the safety
section of the state insurance de-

partment in Raleigh. This de-
partment handles most of the in-
surance for North Carolina's
state-owned campuses and pro-

Doyou like

vides safety inspection services.
'We usually know immediately
if there's anything wrong with a
stadium, no matter how minor,"
said an official of the depart-
ment.

HE POINTED OUT that poli-
cies for the stadiums at Chapel
Hill and North Carolina State

University in Raleigh are ar-
ranged by the athletic depart-
ment. For the players, the uni-
versity subscribes to the Na-
tional Collegiate Athletic Assn.
group travel policy which pays,
in the case of the Carolina team,
$25,000 per player and covers
him from the time he leaves
campus until he gets back.

The NCAA also has a hospital
and accident progiam but for a
school such as UNC, which has

to payone big
insurance

premium?
of course not
of course not
of course not
of course not
of course not
of course not

Switch to an Afco budget plan.
It lets you put premium payments on the

installment plan. Like any other bill.

It's good business practice to pay
insurance premiums the easy
way. In installments, the way you
pay your taxes. Afco lets you
break up a big lump sum into six,
eight or ten small payments a
year.

An Afco budget plan offers you

an extra line of credit without
disturbing existing lines of bank
credit.

And when business insurance
payments are paid in convenient
installments just like any other
bill, there's no strain, no drain,
on your working capital.

You can also aff6rd as much cov-
erage as your business needs.
Without feeling the pinch once a
year at premium-paying-time.

See your local independent in-
surance agent or broker. Ask him
to explain Afco's simple, low cost
financing. You'll love it.

NEW YORK: 108 JOHN STREET, NEW YORK 10038

ATLANTA BALTIMORE BOSTON
CHICAGO KANSAS CITY LOS ANGELES

MIAMI SAN FRANCISCO SEATTLE

are made with the hospital to
care for injured players.

The NCAA programs are

and universities. Aetna handles
the group travel policy, which
provides coverage from $10,000
per player to $250,000, depending
on the individual school's de-
sires. Southwestern Life in Dal-
las handles the medical program
for injuries sustained during
practice or a game. The coverage
pays 100 % ofmedical expenses in
excess of a deductible which the

school picks, but which can't be
less than $250 per player nor
more than $1,000.

Last year a little over 200
schools participated in the group
travel program and about 250
schools in the medical program.

AT DUKE UNIVERSITY in
Durham, N.C. a general liability
policy covers the stadium specta-
tors and has a $7,000,000 limit
underwritten by one insurer.
The policy applies to all facets
of the campus-not just the
stadium. Safety inspections are
done by the school and by the
two agencies which helped place
Duke's insurance.

Duke also subscribes to the
NCAA travel plan but provides
medical coverage through a hos-
pital on campus.

At the University of Wiscon-
sin, Madison, a safe place statute
applies to the stadium, which
holds over 77,200 spectators. In
essence, according to the statute,
the state can't be sued for inju-
ries sustained at the stadium un-

less the legislature so orders. The
state industrial commission is re-
sponsible for inspecting facil-
ities. According to the athletic
division, a small claims commit-
tee can handle certain claims.

Fire and liability coverage for
most of Wisconsin's buildings
come under a state insurance
program and, in effect, the state
partially self insures.

This Big Ten team uses the
travel insurance program and
part of the medical coverage of-
fered by the NCAA. •

L. A. county's
emp/oyes get
group /ife p/an

LOS ANGELES-A contract

to underwrite the Los Angeles
County employes group life in-
surance program for the next
five years has been given to Fire-
man's Fund American Life In-
surance Co. of San Francisco.

More than 50,000 permanent
employes are covered under the
program approved by the county
board of supervisors.

The plan was developed by the
Los Angeles office of Johnson &
Higgins of California and cover-
age became effective Sept. 1.

INCLUDED IS a $2,000 term
life insurance paid for by the
county for each permanent full-
time employe.

In addition, employes may vol-
untarily purchase, at group rates,
supplemental insurance up to
two times their annual salary.

More than $100 million of life
insurance in force will be pro-
duced by the basic portion of the
plan alone.

Total premium for the first
year of the plan will exceed $1,-
200,000, according to Kenneth T.
King, president of Fireman's
Fund American Life. •
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Protection. The best you can get. For your
business, home and car.

Peace of mind. Because you get more
complete coverage. Prompt claims service.
Lower overall costs.

Ask your Phoenix agent about Green Light
insurance. He's a professional backed by a
company that's been providing coast-to-coast
protection for 115 yea rs. He'll provide the 
right kind of protection at the right price and
with the right monthly payment plan. Your
local Phoenix agent is listed in the Yellow Pages
Call him today and tell him your insurance
problems. Then give him the green light.

PNe/z of Et//&
INSURANCE COMPANIES / HARTFORD, CONN. 06115
Green Light.insurance: it helps keep you going
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Here's the key to home security-
-01

and family peace of mind ity, corrosiveness, combustibility
Info for Buyers offers ma- and smoking potential of the

terial that Business Insurance most common plastics Copies
An ADT residential burglar alarm system -/Fil.El-

1
believes will be of value to are $1 each from the North

"sensitizes" a home against intruders If entry its readers The complete Amei ican Reinsurance Corp 245
is attempted, the system triggers an outside name and address of each sup- Park Ave New York 10017
alarm, or silently signals an ADT central sta-
tion or police headquarters Occupants can @D plier of information lS listed

so that readers can write di- • A 22-page book published by
summon police secretly with emergency call rectly to the publisher, simply Avocational Guidance Inc, In-
devices ADT, long a leader in supplying pro- saying that they saw the item dustry's Undeveloped Asset: The
tection services to business and industry, 42 7 m Business Insurance Employe's Non-working Hours,
designed this new protection system specifi-

Readers are invited to sub- discusses the relationship be-cally for home requirements Regular main-
tenance is included in the low monthly service 9 L mit items for inclusion in this tween satisfactory leisu e time,eoeu.rnearesthADTrepresentatelsNj mthe column. A sample of the 11- and employe mental health and

terature should be sent to on-the-Job productivity The com-
Yellow Pages under "Burglar Alarms" - or, for : Info for Buyers, Business In- pany, a subsidiary of Computer
brochure, send coupon to surance, 740 Rush Street, Chi- Research Inc, puts forth the lim-

, cago 60611 its of traditional approaches to
Residential Protection non-working time activities in

1 AOT® Dept E Nme comparison with the computer
155 Sixth Avenue • How to Reduce Embezzlement and scientific method to develop-
New York, N Y 10013 AddrM, i Losses is a 52-page, illustrated ment of dormant talents and ap-

Please send free brochure - r,ty i book released by Royal-Globe titude testing The book may be
"Will Your Home Be Next?" 7,r  Insurance Cos It organizes ma- obtained by writing the company

terials familiar to accountants at 122 E 42nd St, New York
and others m the field m such a 10017
manner that those involved in

establishment of internal con- 0 Design Data is an infolmation-
trols can check current systems al booklet for safety managers
against safeguards presented in on fire resistance of gypsum
the book The book stresses sep- products Material is presented

Symbol
aration of duties and periodic re_ in chart foim and fire protection
view to ensure that the system requil ements for insurance are
remains effective, along with explained A flame spread rating
surprise audits as an embezzle- list is included Single copies are

4X ment deterrent The guide is free by writing the Gypsum
available for $1 by writing Miss Assn, 201 N Wells St, Chicago

of security 7 M Jordan, Fidelity-Burglary 60606
Dept, Royal-Globe Insurance
Cos, 150 William St, New York

• Flood Emergency Action is a
f. k five-minute color film which

It's called a firemark TE-is one, on
10038

demonstrates what steps to take

Philadelphia's Independence Hall, told • The St Paul Insurance Cos
to survive and recover frorn a

flood For a loan copy, contact
the old company-operated fire »·4 have published a booklet entitled

The St. Paul's Umbrella Excess Your local American Red Cross

brigades that we Insurec it Liability Protection. The bro-
office

chure explains the protection
Today, the familiar Reliance hose-and- • The Insurance Information In-

and is illustrated with a chart It

hydrant still identifies the best In
stitute offers a pamphlet entitled

is free by writing Mr Arne V
How to Save on Fire Insurance

property, casualty and life insurance Brogger, Sales Promotion Asst,
Cost when You Build or Re-

The St Paul Insurance Com-

Get to know us. We're:he people model. A list of construction
panies, 385 Washington St, St

mistakes and an explanation of
with the firemark.* Paul, Minn 55102

the fire insurance Iating bureau
are included The pamphlet lS*Like a firemark paperwe.gh for your • A free collection of pamphlets
free by writing the institute, 110

office? just write to is offered by the Phoenix Mutual
William St, New York 10038

Communications Dept
Life Insurance Co Facts You

Section M
Should Know to Help Your

• A List of Worthwhile Life
Growing Business contains seven

Reliance Insurance Companies :4 and Health Insurance Books is
pamphlets dealing with partner-

4 Penn Center ship, key executives, pensicns,
an 80-page booklet listing 473

Philadelphia, Pa 19103 kl HR-10, the sole proprietor, and book titles and 30 periodicals
dealing with all aspects of these-4

profit sharing They are free by
writing the company's public re-

types of insurance Sections of

lations department at One Amer- the reference guide are devoted

ican Row, Hartford, Conn 06-.15
to the use of life and health in-

surance by groups, businesses
e. • You REALLY Don't Have an and professional persons Single

Employe Drinking Problem . . copies are available without
Institute of Life Insurance or the

--

U• 'In presents seven pertinent facts on charge on request to either the
alcoholism and answers eight re-

'*Z <-- "g vealing questions about the dis- Health Insurance Institute, both--0 ease It is free by writing Mr at 277 Park Ave, New Yoik
10017

. 449225-· -»*-,z:n-r., Duane D Daggett Mngr Labor
n.* P'vs.-•»ZLM5*YS Relations Dept, Illinois S:ate

• Employers Insurance of Wau-Chamber of Commerce, 20 N
Wacker Dr, Chicago 60606

sau offers a pamphlet, Self-anal-
ysis of Services You Should Be

• The FIAC Taxicon is a check Receiving from Your Casualty
Insurance Carrier. It lists 16

-
list to show an individual's tax

· ILY: 7+9>v-! most employers Prepared by America as a guide to services
-IIY:'.'=3.17 -..... '.. -,1-sf 4% the First Investment Annuity Co contractors should get from a

- ' 3TZtd. '• -*...,V·*5£,17-1 ri.0-'-lft* of America, the brochure also casualty insui ance carrier It iS
2- 'f SE -.---t ..:7-,-11_* describes investment annuities free by writing Miss Mary Bi-

'41- FT'A 07¥ :'' 9-.-1 '7'ru--·:
-'1--Jf--PJ-»ar/q,;' »B.i:- 51 --4/

16 5.3553*- e -tjap<*47EZ -*- · .: .·. '019*- M. --7-1,-0-J.. . FIAC, 1500 Chestnut St, Phila- wood Dr, Wausau, Wis 54401
-»' '7547-1.lri.,1 1 -in -.-ist delphia, Pa 19012

'ld fle 7' --r inlitir;fir g=gs]*,1=2%., Ark- 142:-4 • With the use and production of Instruction sheet 19 offered by
· 4.-#a¢SL- -1$ -,LerLeUr'

• A handy Emergency First Aid

:9 - -rf . 4 ,"-' - ...} plastics steadily increasing it is the Mid-America Chapter of the
IP·:Zin-,TJ£51.57 4#

- 4 necessary to understand their American Red Cross The item

. 461-#/326/71·7 --i-& fire hazards and how they react which could be used as an em-
Ce ,-ir->114..·1 - -1-sul -- , -,' z:' _-1 in a fire Plastics manufacturers ploye handout or placed in cen-

-r-w.1 u ' '1 and converters emphasize the trally located woi k areas, lists

Z....31
-.1 ''.0 - .Jc- -_ harmlessness of their products emergency treatment for

47x ;*n-6-16160 -JL- -<3_,4 - LS| but more and more cases occur wounds, bui ns, stoppage of
1 60-43-,pral.itiL-1-Nb-- which involve plastics, directly breathing, heart attack, heat ex-* I.

I. 9/6,LfaWiC=/6/ d. t .C ¥ 4 or indirectly Fire Insurance of haustion, shock and othei acci-
 . R-1 -. .L- i: L:--Ir' fl' 1-,--16. * _. v ¢ Plastics is a 26-page book pre- dents and illnesses The instruc-r· r,1,5*.b .ru,a-zJ •5>-„U.-·*35L1 5-El---:/7/.- r·:4 ---l-& -1 -1

&V kitredi . ·· C 3 .. 5 •. . pared by Swiss Remsurance Co, tions are quickly read and easily
-1 0 11--r - '. -4 54-6-4, .* Zurich which discusses with ex- understood For free copies write

I. Al-. z-" r'; '.J: .Itr J amples, these hazards and pre- the chapter at 43 E Ohio St,
-_ -e=j==r.,16-LLL-21 t-e



• What? Not Covered! is a 50-

page booklet which summarizes
today's complicated insurance
problems. and offers a concise
discussion of the principal haz-
ards excluded or omitted from

the newly revised liability insur-
ance policies. Non-technical lan-
guage is used to illustrate major
gaps in general liability, automo-
bile liability and umbrella excess
liability policies and 40 examples
of specific losses not covered,
with suggested remedies, are
given. The booklet is available,
for $2, from the Mason Contrac-
tors Assn. of America, 208 S. La-
Salle St., Chicago 60604. Quanti-
ty discounts are available and
checks must accompany all or-
ders.

• A Picture Story of Emer-
gency Service for You uses 29
close-up photos to capture the
urgency of fire and of actual fire
causes. Another booklet, Are
You Ready for a Fire?, lists sev-

en fire emergencies with step-by-
step actions. These, plus a list of
necessary emergency tools, are

available free on a sample basis
from Dray Publications Inc., Fire
& Accident Div., Deerfield, Mass.
01342.

• Cardox Division of Chemetron

Corp. offers two special reports
free of charge. The first is on
Fire Protection for Electrical

Cable Trays and Associated Fa-
cilities. It discusses what can be

done from a fire protection and

engineering standpoint to help
keep vital systems in operation.
The second report, Fire Fight-

ing Foam, explains foam pump
systems, foam quality, applica-
tion techniques and foam stabili-
zers. Both are illustrated and

may be obtained by writing Car-
dox Division of Chemetron

Corp., Fire Equipment Dept., 840
N. Michigan Ave., Chicago.

• Fire Attack 2-Planning, As-
signing, Operating is written by
Warren Y. Kimball, chief fire
service specialist for the Na-
tional Fire Prevention Assn. The

240-page book is especially for
company officers, training offi-
cers, chiefs and their deputies
and discusses the best possible
decisions in organizing and oper-
ating their forces. The illustrated
book is hard bound and is a

sequel to Fire Attack 1-Com-
mand Decisions and Company
Operations. Chapters are de-
voted to fire flow under various

conditions, initial attack opera-
tions, effective organization and
design and arrangement of
equipment. Copies are available
from the association at 60 Bat-

terymarch St., Boston 02110 for
$6.50.

• A quick, easy way for the

health insurance purchaser to
evaluate his present plan plus
some eye-opening facts are pro-
vided in The Ten Point Test for

Employe Health Plans. The
check list is part of the New
York Blue Cross/Blue Shield

program and complimentary
copies are available from Mr.
George L. Goodlett, VP Commu-

nication, Blue Cross/Blue Shield,
80 Lexington Ave., New York
10016.

• A Modern Concept in Em-
ploye Relations for the Forward-
looking Employer is informa-
tion compiled by Northwestern
National Life Insurance Co. It

explains why some fringe bene-
fits are appreciated and why
some are not and is designed to
educate employes both to their
benefits and to their employer's
costs. The solutions presented
are now being used by nearly 50
employers coast to coast. For
your free copy write Mr. George
Kirscht, Northwestern National
Life Insurance Co., Box 20, Min-
neapolis, Minn. 55440.
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Oi/ rig operators exp/ore new areas
by GEORGE YOUNG An 800-mile stretch in the Lab-

rador Sea off the coast of New-

foundland is expected to be high-
ly rated, according to a marine
broker.

NEW YORK The mettle of

marine insurers is being tested

by U.S. oil companies whose bil-
lion dollar investments in off-

shore drilling exploration are
being made in heretofore unex-

plored areas of the Atlantic
Ocean and Irish Sea.

Although plans are still on the
geologists' charts, it is expected

the offshore rigs will be under-
way and drilling for oil and gas
within the next few years.

Along with the still untapped
ocean oil fields gushes a mount-

ing array of problems for off-
shore rig insurers including lim-
ited capacity and a lack of expe-

rience in the two unexploited
areas.

Insurance rates for the At-

lantic and Irish Sea fields will

Eij

be set by London, which insures
most of the domestic rig busi-
ness, U.S. insurers concede.

"One thing is for sure," said
John Armstrong, secretary of In-
surance Co. of North America,
"rates won't be lower than they

are in other drilling fields."
Two problems facing marine

insurers, according to the INA
marine executive, are "ferocious
tidal currents in the Irish Sea

and a tremendous traffic problem
off the U.S. coast in the Atlantic."

INA, WHICH IS seeking sup-

port from other U.S. insurers to
participate in the offshore drill-
ing rig market, said oil compa-
nies are expected to start drilling
off the New England coast some-
time next year.

In the Irish Sea at least 11 oil

companies, including Shell, Gulf,

Esso and Mobil, hold exploration
permits for oil and gas explora-
tion.

The focal point of interest
there, according to an oil indus-
try report, has been in the Cardi-
gan Bay, considered by marine

undetwritiars to be a dangerous
navigating area.

IN THE ATLANTIC the

American Petroleum Institute

predicts oil and gas deposits
could exceed what is to be found

in the Gulf of Mexico. Vast areas

stretching as far as 300 miles out

to sea are being studied by the
oil companies.

Humble Oil & Refining Co.,

Houston, said preliminary tests
indicate future explorations will
have to be made in the Atlantic,
but it is believed the area has far-

reaching potential.

SEISMIC OPERATIONS have

already been started by three oil
firms, and drilling is expected t6
start in the summer of 1969.

"There is no experience in that
area," said Mr. Armstrong of

INA, "and there is still much to
be learned about tidal currents

and geophysical conditions be-
fore rates can be considered."

It is not known exactly how
insurers will cope with the rising
capacity needs of the offshore
drilling business, an industry
which Merrill Lynch Pierce Fen-
ner & Smith spotlighted as one of
the five largest growth industries

Continued on page 36

Considera good
fire control system
whileyou still have
something toput
itin. X

It's the same old story: an ounce of prevention being worth
tons of ruin. The kind of ruin that comes from kinds of

places that are just waiting to cause trouble. Places like

spray booths, dip tanks, transformer vaults. Places where

fires start fast, and finish your policyholders and you off fast.
But faster than fire are Kidde's systems. Systems

that knock out fire before it can get moving. Our systems are
complete detection-extinguishingdevices, and are self-oper-
ating, easily installed, and extremely reliable. They come in

eithercarbondioxideordrychemical. And they'remade from
top to bottom by us. Just to make sure they're made right.

They're right for every fire hazard in every plant.

They range from the Sentinel to the extra-exotic engineered
systems, with everything in between. And in between profit

and ruin could lie a good fire control system. We
think it's a good kind of insurance to consider.

Walter Kidde & Company, Inc., Extinguishing
Products, Belleville, N. J. 07109. Kidde
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speaking of safety

Tugboats' accident prevention role 1 1 4
-arms marine insurers' hearts F j--*.&;£,)

NEW YORK-HufTy, puffy tug-
boats, fabled for shoving huge
ocean liners as faith moves

mountains, are more familiar to
marine insurers for minimizing
major shipping accidents in busy
harbors with foreboding cur-
rents, aged piers, and narrow
channels.

In New York, said to be the
world's busiest port, tugboats
nudge huge million dollar pas-
senger ships, oil tankers and car-
go vessels into crowded docks
and tow as many as 12 barges at
one time through treacherous in-

land waterways.
In even more perilous activi-

ties tugboats have been called on
to take burning vessels away
from piers or rescue ships
grounded in shallow channels.

According to marine under-
writers, docking operations pose
the greatest loss potential for in-
surance companies. They point
out, for example, that an accident
involving a loaded oil tanker in
a crowded harbor could result in
catastrophic losses to property
owners and individuals.

curve

Other mishaps-like ships
ramming piers or colliding with
fuel barges-represent a signifi-
cant loss potential, but insurers
point out the frequency has been
kept to a minimum.

The role of the tugboat in pre-
venting accidents was demon-
strated during a harbor strike
when several ships, attempting
to dock unaided, caused several
hundred thousand dollar pier
mishaps.

IN MOST MAJOR ports, ship
owners use harbor pilots to guide

Comprehensive catastrophe liability protection or institutional clients in limits of $1.000,000 to
as modern as the age we live in-that's the $10,000,000. And when  SA TELUTE cov-
 SA TELUTE ...a Commercial Umbrella in- erages are provided under a * Debe,{det
surance policy that covers the widest possible policy, broad legal defense provisions and on-the-

range of known exposures and even areas of poten- spot legal counsel are guaranteed.

tial liability where no other coverage of its kind
exists. ) SATELUTE and * 'Delude

The ) SATELUTE's worldwide range offers coverages are the most progressive Commercial
liability protection for U.S. commercial, industrial, Umbrella insurance programs on the market today.

Your local independent () agent can supply the
details. Ask him.

©+ S. FORS*
m CEP i
0 2

UNITED STATES FIRE INSURANCE COMPANY
THE NORTH RIVER INSURANCE COMPANY
WESTCHESTER FIRE INSURANCE COMPANY

INTERNATIONAL INSURANCE COMPANY
AMERICAN EAGLE LIFE INSURANCE COMPANY
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Accident reduction is the reason for using this snail tugboat, seen nudging
a passenger :ship fron its berth into New York's Hudson River. The vessel
is guided bi a docking pilot who issues orders by radio. phone from the
ship's bridge to -h. tugbcat skipper.

their vessels intc assigned docks. could lead to a liability suit in
The pilot, who instructs the tug- ccurt as ainst the tugboat com-
boats by radio phone from the pany.
ship's bridge, is technically an
employe of the shipowner after ANEW YORK HARBOR pilot
he assumes command from the said that tugboats are the most
vessel's caftain. significant factor in reducing se-

Under ordinary conditions a rious loss exposure while a ship
pilot signs an agieement with is maneuvering in a narrow
the shiponer :hat states any channel or a dock already
damages sistained or caused by crowded with loaded fuel
a self-powered ship, although it barges.
results from the pilot's negli-
gence, is the responsibility of the
shipowner.

added, however, that gross neg-
ligence on the part of the pilot Continued on page 14

66Chris, what's the
Boston firm that
carries allyour
fleet insurance?"

Fairfield & Ellis

225 FRANKL N STREET, BOSTON, S-ATE STREET BANK BUILDING
NEW YORK -MONTREAL · TORONTO
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It can happen. Because every
I time you accept a tired,

flabby answer to a new
problem, your business insurance suffers.

And 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 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 helpful point of view.
And probably able to save you money
in the bargain.

It will pay you to talk to Allstate
next time you need a quote. Call us,
won't you?

Phone (312) 291-5507, or write Allstate
Commercial Division, 50 Allstate
Plaza, Northbrook, Illinois 60062.

Allstate®
BUSINESS INSURANCE

.
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opinions
SOURCES OF COMPENSABLE WORK INJURIES

letters
For a full test

A way out of the To the Editor The penetrat-
ing questions you raise in youI

high risk gamb/e ? Handling obiects August 12 editonal "Auto insur-
22.6% ance and buyers" are well taken

They are the same questions
The special risk market seems to be getting increased attention which we are seeking to answer

these days as both Insurance managers and underwriters realize that by conducting experiments with

more and more of their coverages are falling into this category All other
the Guaranteed Benefits plan

It is highly desirable to test
For instance, at an Amet ican Management Assn meeting last 26.1 % any maJor proposal for change in

month, one Insurance man said that his company is now including
Falls the present automobile Insur-

hospitals in the special risk classification He explained that organ
20.4%

ance system, under actual claims

transplants, sophisticated machinely and the like have greatly added conditions, so that these ques-

tions can be answered publicly
to hospitals' potential liability

and h ankly for all interested
Other institutions and businesses are in the same boat Gigantic parties, including risk managers

petiochemical installations, 011 rigs, supersonic planes-all are One need only to cite the run-

straining the special risk and catastrophe markets to theii outer
Vehicles away costs of the Medicaid pro-

7.1 %
limits Pooling of insurels' resoui ces, of course, helps to flush out gram in New York and else-

Struck by objects
where to illusti ate the problems

capacity, but still the strain persists
Machinery

that can alise from adoption
Another answer is for industry groups-such as the airlines-to 13.6% of untried benefit-distribution

get together to form captive insurance operations But as has been
10.2 % plans They Just don't always

pointed out elsewhere in this issue, aviation undei writers see the work out in practice the way
they were intended

move as a drain on capacity, although one insurance man said the Andre Maisonpierre
captive might not prove hai mful to the existing market if it only Vice President, American Mu-

covered excess risks of more than $100,000,000-a heady area where Nearly half of all work iniuries result from accidents involving the manual tual Insurance Alliance, Chica-

coverage is hard to come by anyway gohandling of oblects and falls Accidents involving machinery, while they
As we were mulling over all these possible solutions, we were account for only 102% of all work inturies, are responsible for 19% of Reprint inquiry

struck by the good sense of a suggestion by Graves D Hewitt, permanent iniuries The highest average cost ($1,150) is attributed to work To the Editor We would ap-
injuries involving vehicles Falls result it, the second highest average iniury

president of Carmeron & Colby m Boston Mr Hewitt said in effect preciate youi advising whetheIcost ($ 1,075) Risk manager and safety superintendents often improve
that Instead of companies in one industry-such as the aillines-get- safety records and reduce workmen's compensation costs by paying close reprints of articles in Business

ting together, corporations m various industries, all with the com- attention k the sources and costs of wo-k inlurles
Insui ance magazine ale avail-

able, paiticularly some of the
mon pi oblem of high lisks, might defy tradition and set up a multi- Source National Safety Council from state labor departments' reports

al ticles under Business Insur-

industry captive insurance piogram ance Perspective "

Mr Hewitt made the point that today s special risks cut across
buyer of insurance As Mr Hewitt pointed out, the tiaditional Thomas A. MeWilliams

industry lines The common denominator is that the loss potential is pattern of the insurance business is to lump together risks having a Account Executive, W T
similai nature, but that's not necessailly the best way for insurance Shackelfold & Co Inc, Balti-

so large that a one-industry insul ance facility would not have an
managers to do it more, Md

adequate spread of lisk to handle the operation
It would be much more convenient-and more functional-for Editot's note Business Insul-

If buyers decide to go ahead with the idea of starting their own
buyers to place all their high-loss coverages at one insurance facility, ance does not regularly , eprint

underwriting groups to augment pi esent market capacity-and we articles from its Perspective 01

get the idea that Mr Hewitt wasn't exactly advocating such a course and the diversity of i isks represented would hopefully generate news sections However, Mr Mc

of action-they might want to include risks "which from the nature
enough sfread of risk to survive a catastrophe or two Williams and other readers are

At any rate, we think the multi-industry captive idea presents a mvited to order reprints of artiof their exposui es ai e hetei ogeneous but which from the standpoints
viable alternative to the traditional single-industry facility Who

of size of loss potential and loss frequently become homogeneous," the
cles that may be useful to them
We will gladly supply the pi ice

insurance executive stated
knows, it might even succeed in taking some of the pressure off the of repi ints of articles in vanous

We like Mr Hewitt's proposal for several reasons Fiist, because go-for-b: oke special risk maiket, of which the insurers are becoming quantities
more and more wary

we tend to agree with most of the experts, who contend that single Compulsory gun
industry insurance facilities have had a difficult time of it because

coverage opposed
they haven't been able to generate enough money to finance the A poser for life insurers To the Editor Youi editorial
operation-or to covei huge losses This we think would be especial- supporting compulsory liability
ly true in the airline industry, where the lines ai e cut rently faced Perhaps it's still too much a part of science fiction to think very insurance for gun owners dis-

with the problem of financing a whole new generation of ali craft- seriously about, but we'le intrigued by the move afoot to freeze tresses rne Most responsible per-
which presumably will get first pi iority on their funds bodies immediately aftei "death" until a cute for the disease that sons carry personal liability cov-

But a more basic reason for supporting the multi-industly propo_ killed persons who were frozen is found Yet, Just as with organ erage in excess of the limits sug-
gested

sal is that it is more closely talloted to the needs of the corporate transplants, the possibility of such a medical miracle poses sorne Compulsory insurance
unpoitan: insurance questions schemes ai e usually an attempt

The question that comes into oui mind is this If the freezing to avoid social responsibility

business insurance process becomes widespread will life insurers hold off paying bene- The problem isn't uninsured
guns or cars, it is impropmly

fits on the assumption that the policyholder is not really "dead" but
used guns and cai s Criminal

for buyers of emplove, property and Itability protectwn 8 in a state of suspended animation and might be levived years negligence should not be excused

RANCE CRAIN, Editor RICHARD C BJORKLUND, Mawging Ed,tor
later' by payment of sums of money

Se mor Editon New York-GEORGE YOUNG Chicago-LOUIS HAUGH We're suie insurers haven't called any high level meetings to What ever became of the ' objectA,cotiotes New YorA-ROBIN MENZ Chicago-TERESA NORTON
lesson to wrongdoers" concept ofSan Franctsco-KENNETH R MACDONALD Co.expondents m all pnncipal attes discuss this space age phenomenon But we've always worked on the

BURTON ROVENS, art director criminal Justicep
theory that nothing is as certain as death and taxes, and nOW lt Ross Dodson

Contnbuting Editors DONALD BERRY, Insurance manager, Borden Co, New York appeals That we can't even be ceitain of deathJOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVINSON, in- Von Deck-Dodson Agency,
surance manager, Port of New York Authorit>, ELLIOT BEIER, manager of penzon Springfield, Va
and profit-sharing servlies, Nuveen Corp, New York J E BENOIT, vice president, Harry
Price, Hilborn In„rance Ltd , Montreal CARL J VOGT, +upervisor of workmen's compen-
sation, General Tire & Rubber Co, Akron H CHARLES KWASHA, partner, Kwa,ha Keeping up with the times 'It's heartening'
Lipton Co, Englewod Cliffs, N J HOWARD L PECK, partner, Hewitt Assciates, Liberty- To the Editor Congratula-ville, 111 BION H FRANCIS, corporate director of employe beneSts, Crucible Steel.
Pittsburgh J P OLSEN, insurance manager, Ingersoll-Rand Co, New York NED Woikmen's compensation administrators from U S states and Ca- tions on your editorial for con-
MILLER, partner, Romm, Miller & La7arus, New York nadian provinces are meeting this week m Milwaukee at the annual trolling firearms It's heartening

MYRON A HARTENFELD, publishing director gathering of the International Assn of Industrial Accident Boaids
to see a national publication tak-

ALFRED MALECKI adverticing director ing a responsible attitude upon
THOMAS J DELLAMARIA, production manager

District managers New York-CHARLES A HORVATH
and Commissions (IAIABC) Business Insurance staff writers will something so vital for the gen-

Chicago-LAMAR R LEAHY cover the convention m detail because of its importance to corporate eral welfare and safety of all of
Southern representative-WILLIAM B CARR,
2500 N E 48 Lane. Fort Lauderdale. Fla 33308 risk managers Those responsible for workmen's compensation pro_ us even though it is not directly

Assistants BERNICE STELTER, ANN SPADONE in line with your particular bust-
grams must realize that keeping up with the times may call for some

ness, except insofar, as you have
Published by Advertising Pubheations, Inc, Chicago, publisher of Advertumg Age, increases in the cost of this vital coverage
Industrial Mari<eting, Advertising & Sales Prom:)tion, Marketing Insights pointed out, that the matter of
C D CRAIN, JR , chairman S R BERNSTEIN, presldent IAIABC conventions consider pressing questions regarding the violence, lawlessness and con-
M A HARTENFELD, oice-president and bustness manager G D LEWIS, Nce-pres:dent.
sales 1 1 GRAHAM, J V O'GARA, S E COHEN, D I CLEARY, JR, mee-pres,dents upgiading and updating of woikmen's compensation laws and their tempt for the operation of the
G R CRAIN, secretary and treasurer. J H TERRY, ass:stant secretary and ass,stant social structure is a matter for
treasurer administration Yet IAIABC recommendations depend upon public

the insurance IndustryCable address ADAGEAPI sum)oit to gain passage and implementation It is up to businesses, Your publication reaches the
Published at 740 Rush St, Chicago 60611 ( 337-5200). OfGces at 630 Third Ave, New labor unions and workmen's compensation insurers to support sen- kind of person who helps moldYork 10017 ( YU 6-5050), National Press Bldg, Washington, D C 20004 ( RE 7-7659)
1018 Fisher Bldg. Detroit 48202 (TR 2-7211), 6404 Wilshire Blvd. Los Angeles 9004i sible rekisions of workmen's compensation statutes to keep the state the opinion of his community
COLive 1-3710), San Francisco (GR 4-8532) Fort Lauderdale (564-1850) Keep up the good work35 cents a copy, 38 a year m US, Canada and Pan Amenca Elsewhere $4 a year extra system of workmen's compensation in tune with current technology
WILLIAM STRONG, circulation director Foir weeks' notice required for change of Deane Weinberg, Jr.
address Address all subscription correspondence to EL()ISA D'OVIDIO, circulatton and price levels Business Insurance rei)oi ts of IAIABC proceedings
services manager

Deane Weinberg & Co, Los
4*0 will indicate what advances are consideted most urgent by work- Angeles

r=ma Member of Business Publications Audit of Circulation men's compensation administrators Cont:nued on page 26



How long can any employer pay two men-one
disabled, one his replacement-to do the same job?
Not very long. Consider good old Charlie. Great guy, Good worker.
Well liked by everyone at the office.
They didn't think he'd be out long. "Just a couple of months," the doctor said.

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

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

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

• Provides Monthly Cash Benefits Up to $1500
• Benefits Continue to Age 65
• Includes Mental Disorders When Hospitalized
• Benefits Paid for Recurring Sickness
• Benefits are UsuallyTax-Free

• Supplements Social Security
• Premium Waiver After Six Months' Disability
• Few Exclusions

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

THE MUTUAL BENEFIT LIFE INSURANCE COMPANY
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Tugboats...
Continued from page 10

cause millions of dollars in prop-
erty and personal liability
clairns.

For example, if a tugboat
caused a large passenger liner to
ram the side of a pier, it might go
largely unnoticed by the average
spectator, but insurance under-
writers know it means another

expensive damage suit.

SUCH INCIDENTS ARE rare,
according to the pilot, who indi-
cated a tugboat skipper's skill
goes a long way toward reducing
major harbor accidents.

In the case of the freighter
Ocean Eagle, which caused an
estimated $2,000,000 in damages
after it ran aground in San Juan
harbor, the U.S. Coast Guard
said that the vessel was still
under the command of its cap-
tain who was operating without

tugboats-thus liability could
rest with the shipowner, accord-
ing to underwriters.

While shipping companies rely
on tugboats to prevent accidents,
a marine underwriter pointed
out that tugboats have a large
claims frequency measured in
part by the nature of their op-
eration.

CHARLES A. FEELY, under-
writer for the Tugboat Under-
writing Syndicate, said "fre-
quent though not severe proper-
ty and liability suits have made
the tugboat business one of the
least profitable for marine in-
surers."

He pointed out that a large
number of small claims against
tugboats-at least 65 % -occur
from working with "dumb

equipment" vessels such as
barges and scows which rely
completely on the power of a
tugboat for movement.

According to Mr. Feely, whose

syndicate underwrites many

fieets, the liability for accidents
caused while moving "dumb
equipment" usually rests with
the tugboat owner. In the case of
a self-powered ocean liner, he
said the responsibility belongs to
the shipowner.

MR. FEELY explained that
tugboat companies can protect
themselves from large suits by
limiting their liability to the val-
ue of the tugboat.

Insurance elajm cases from

damages caused by ocean vessels
assisted by tugboats can run sev-
eral courses, according to Mr.
Feely. With tongue-in-cheek he
used an example of a vessel in a
pier accident where pier, ship,
and tugboat owner initiated a
cross current of liability claims
while insurance companies em-
ployed lawyers to sue every-
body.

The size of tugboats and their
liability has changed consider-

--r-

Versatility of tugboat operations is displayed by a McAllister Brothers
tugboat towing a replica of an old clipper ship down the East River in
New York past the United Nations and Chrysler buildings.

ably since World War II, accord-
ing to Mr. Feely. "It took 12 tug-
boats to dock a large ocean liner
20 years ago, but it takes only
three or four of today's diesel-
powered tugboats to do the same

Don't gamble with your companfs
insurance protection!

Your company faces enough risks just

competing in the business world. Why add
to your problems by worrying about business

insurance, too? Kemper Insurance has the
facilities to coordinate a business insurance

program for qualified accounts.
We call this comprehensive program risk

responsibility. Each exposure is analyzed

and a coverage designed to fit your particular

requirements. Account underwriting frequently
reduces insurance costs, too.

Cost is also based on loss control. Our

engineers will direct and implement your

safety program to help you keep losses at

a minimum further reducing your
insurance costs. When losses do occur,

risk responsibility means you can

count on Kemper care.

Instead of gambling with

your company's insurance

protection, enjoy the

security that comes with

risk responsibility from
Kemper Insurance. For

information, see the OEIVEFW-
Yellow Pages listing of

your local independent

Kemper Insurance Agent.
Or, write Walter White,

Vice-President,

 Kemper Insurance,
Ir..1#,T.I 4750 Sheridan Road,
--- Chicago, Illinois 60640

 Kemper InsuranceYou can count on Kemper care

job," he said.

FOR EXAMPLE, a spokesman
for McAllister Brothers, a lead-

ing international tugboat com-
pany, said the company is plan-
ning a new series of diesel-pow-
ered tugboats valued in excess of
$1,000,000 each and capable of
generating approximately 4,000
horsepower, compared with a
value of $150,000 for 750 to 1,000
horsepower tugboats con-
structed during the 1940s.

While the new McAllister tug-
boats will be used mostly for
docking large ships, they will al-
so be used for long ocean hauls,
the company said.

A harbor official maintained

that the loss potential is greater
for tugboat owners today be-
cause shippers apply pressure to
move freighters and barges at
any stage of current or weather
-two of the greatest hazards in
harbor transport.

THIS POINT WAS disputed
by the McAllister spokesman,
who maintained that the loss po-
tential is less because high-pow-
ered all-steel vessels, plus other
technical improvements in con-
trol 'and navigation equipment,
have provided a margin of safety
when tugboats are handling
either ships or "dumb equip-
ment."

Navigating in the port of New
York is becoming increasingly
dangerous, according to the har-
bor official, who cited the follow-
ing perils as a threat to harbor
safety:

Small-span bridges built years
ago which are too small for to-
day's larger tugboats, barges and
transport vessels.

Narrow channels and few im-

mediate plans for dredging,
threatening supertankers loaded
with explosive fuels and com-
bustible materials.

Aged piers, built mostly in the
late 1800s, which are weak and
unable to withstand the slightest
pressure from a heavily laden
vessel.

THE OFFICIAL URGED port
authorities to start mass dredg-
ing and construction operations
to meet the needs of a rapidly
expanding marine market.

Because of the perils of harbor
transport and the high claims
frequency for tugboats, insur-
ance rates are expected to rise
for tugboat owners, according to
underwriters.

Mr. Feely said rates on tugboat
fteets are not standard and range
betwen 2% and 27% of hull value

depending on size of the tugboat,
area of operation, past record,
value, age and condition. •

New advisory firm
Management Insurance Ad-

visors, a new insurance advisory
firm has opened offices in Birm-
ingham, Mich., to consult on cor-
porate risk and insurance pro-
grams. Adolph E. Baron, admin-
istrator, has had 35 years' expe-

rience in the insurance industry.



GM general counsel 1
reviews 'farfetched'

WHITE SULPHUR SPRINGS,
W. Va.-An automotive industry
executive at the International
Assn. of Insurance Counsel an-

nual meeting here, pulled court
files on a number of liability
cases to illustrate the "far-

fetched attempts to impose lia-
bility upon the auto manufactur-
ers for alleged design defects."

A case just filed against Gen-
eral Motors involves a 1968

Buick which collided with the
rear of a 1967 Ford with such

force that the gasoline tank of
the Ford ruptured. The claim
against GM is that the front end
of the car was negligently de-
signed and that the rear end of
the Ford was negligently de-
signed.

From t h e manufacturer's

standpoint, in 1967 or even five
years before that, "this would
have been regarded as simply
another unfortunate rear-end

collision," said Ross L. Malone,
vp and general counsel of GM.

But there is an increasing
trend on the part of plaintiffs'
counsel to allege that negligent
design of a vehicle caused or
contributed to the injuries sus-
tained in an accident, he added.

ANOTHER case he pointed to
involved a rear seat passenger in
a 1960 Buick who tripped in get-
ting out of the car. The passen-
ger included GM as a defendant,
alleging that the floor well as de-
signed was too deep.

In referring to GM's liability
coverage, Mr. Malone said that
an insurer's national claim ser-

vice, with trained adjusters

available when a product liabil-
ity claim may arise, is very.im-
portant in the effective investi-
gation, preparation and trial of
all such claims.

However, with cases in which
product design is a substantial
issue, control of these cases is
transferred from the insurance

company to the GM legal staff. In
such cases the legal staff, he said,
undertakes direction of the case,

although its handling is contin-
ued through the insurance car-
rier.

He pointed out that in defec-
tive design allegations, cases fall
into two categories-the acci-
dents in which injury sustained
was the fault of the alleged de-
fective design, and accidents in

which design deficiency had no
relation to the cause of the acci-

dent but caused or contributed to

additional injuries sustained in
the so-called "second collision."

MR. MALONE reviewed cases
which have led to the current

court interpretation of the "in-
tended use" doctrine which now

includes any occurrence that is

"readily foreseeable as an inci-
dent to the normal and expected
use of an auto."

A major problem inherent in
the manufacturer's presence as
an additional defendant, he said,
is the resulting necessity that the
jury separate the injuries into

Krogh loins Mastin
Dr. Harold C. Krogh, CPCU,

has joined Mastin Insurance

Group Inc., Kansas City, as a
member of the advisory board
and consultant on marketing,

product development and fi-
nance. Dr. Krogh is professor of
business administration at the

University of Kansas.

two categories-those proxi-
mately caused by the negligence
resulting in the initial collision
and tHose caused by the so-called
second collision.

Mr. Malone reaffirmed his be-

liefs by quoting Dr. Donald F.
Huelke, an acknowledged prod-
ucts liability expert, as saying,
"In my opinion it would be very
difficult for a jury to be able to
say one concept or design is bet-
ter than another. Further I ques-
tion that a jury would be able to
determine the details of the sec-

ond collision and to make an ap-
portionment of the injuries re-
lated to car design." •

DIRECTORS and

OFFICERS

LIABILITY

INSURANCE
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Our new brochure contains the most up to date in formation
including the new, important Delaware law.

It answers the ten questions most frequently asked
and contains specimens of our policies and application
forms.

We have received almost a thousand requests for the
brochure.

We suggest you ask your insurance broker to contact
us for your copy.

Stewart, Smith

116 JOHN STREET

NEW YORK, N. Y. 10038

141 WEST JACKSON BLVD.

CHICAGO, ILLINOIS 60604

164 NEWBURY STREET

BOSTON. MASS. 02116

PUBLIC LEDGER BLDG.

PHILADELPHIA, PA. 19106

3200 WILSHIRE BLVD.

LOS ANGELES, CAL. 90005

Johnson & Higgins specializes in creating programs
that plug either of these profits leaks. Helps you
reduce premiums by reducing risks. And buys the
precise coverage you need, at realistic prices.

Good insurance is notsimplyanother expense
item. It is a system, designed to protect your profits. It
must be custom made for you, so meticulously fitted to
your special needs that it safeguards your corporate
assets and profits against accidental losses that could
play havoc with your P&L statement.

A Johnson & Higgins-designed system meets
your exact insurance needs- no more, no less.We work
with the Risk Manager and get to know your business
as well as we know our own before designing your
program.

Our staff of property loss analysts, safety con-
trol specialists and experts in packaging and container-
ization -just to mention a few- examine every risk
area in your operati6n.

We use our knowledge of the market to see
that you get the most attractive balance of protection,
service and cost.

Then, through continuing periodic reviews,
we make sure your coverage keeps pace with changes
in your business.
Here are some of the extra advantages you get from
johnson & Higgins.

Employee Benefits Plans pay off better for
you through Johnson & Higgins. Using us as consulting
actuaries to develop or revise your program, you get

maximum value for this cor-

porate expenditure. We set
up a program that ends

abuses, works smoothly and is attractive to employees.
Worldwide insurance and benefits _proglarrj

from a central control. Johnson & Higgins, through our
International Department of more than 75 offices and

affiliates in 30 foreign countries, translates the require-
ments and customs of any country in the light of Ameri-

can and foreign needs.

As brokers, we are on your staff, but not gn
Ygur_payroll. As your advisor as well as your insurance
buyer, Johnson & Higgins accepts a depth of responsi-
bility that is unique among brokers. We're concerned
about your insurance and how it affects your profits.
Our many services are yours at no extra cost, and are
offered in just this spirit.

If you are not getting this sort of expertise
and service now, it will surely pay you to get in touch
with Seth S. Faison, Vice President, Johnson & Higgins,
New York. Or with the President of the Johnson &

Higgins subsidiary nearest you. There are seventeen
locations in the United States, five in Canada and fifteen
in other parts of the world.

If you spend
15% too much or 15% too little

for insurance-your
profits may still
be vulnerable.

johnson & Higgins
63 Wall Street, New York, N.Y. 10005

Telephone: (212) 944-3160
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Pension bill: First bullet' into private system
SAN FRANCISCO-Pending

federal pension legislation, if en-
acted, will be the "first bullet in-
to the now healthy body of the

private pension system," Richard
Van Deuren, a Milwaukee
lawyer, told the 14th annual edu-
cational conference of the Na-

tional Foundation of Health,
Welfare and Pension Plans.

Mr. Van Deuren was refer-

ring primarily to the Pension
Benefit Seeurity bill introduced

by Sen. Ralph Yarborough (D.,
Tex.), which has the endorse-
ment of the Departments of
Labor and Treasury. It is one of
the bills on President Johnson's

priority list for passage before
the end of the current session of

Congress.
However, Joseph Leary,

executive secretary of the newly
formed Assn. of Private Pension

& Welfare Plans, a lobby group
for both union and management
pension fund administrators,
told the conference he felt Con-

gress is only "interested" in the

current bill as a "flag raiser"
and that real inquiry and legisla-
tive action would come in the

next session of Congress. He said
that Congress has scheduled no
hearings on the bill for the re-
maining portion of the session.

MR. VAN DEUREN said that

the Yarborough bill attempts to
set up "federally dictated vesting
regulations so that private pen-
sions can serve a broad social

purpose to justify their broad

favored tax status," based on the

following assumptions by the
drafters of the bill:

• "Mandatory federally con-

trolled funding is necessary to

prevent unfulfilled or partially
fulfilled pensions;
• "Federal insurance is neces-

sary to protect those whose plans
terminate prior to their retire-
ment; and
• "Federal standards must be

established to regulate the con-

duet of trustees of private pen-
sion plans and additional report-
ing must be obtained from
trustees to insure compliance
with established standards."

Mr. Van Deuren maintained

that the current bill would rob

pension administrators of a

choice in decisions on funding,
vesting and reinsurance matters.

In addition, he said the bill

would add to the cost of pension

plans. For example, he estimated

that the reinsurance costs as pro-

posed in the bill would be more
than $1,500,000 in premiums over
three years for a plan involving
30,000 persons.

The bill would set up a new
federal corporation called the
Pension Benefit Insurance Corp.
with assets invested in U.S. gov-
ernment obligations and with
uniform premiums not to exceed
.6% of the amount insured dur-

ing the. first three years of the
act.

OTHER PROVISIONS of the

act were outlined by John W.

Hill, a Portland, Ore., lawyer.
Some of the key provisions are
outlined below:

Coverage would be for all

employers engaged in interstate
commerce individually or to-
gether with employe organiza-

Girl Friday. Saturday. Sunday.Monday.Tuesday.Wednesday.
Thursday.

*" E
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INA rehabilitation nurses are relied upon for so many
things by so many patients-and their families-that it's easy to
think of them as Girl Fridays.

They're nurses, psychologists, friends, counselors-
and insurance women. They're an important part of the reason
why the MEND rehabilitation program from INA is pacing
the industry today.

MEND's imaginative approach returns disabled workers to
productive and financial independence as quickly as possible,
benefiting both the worker and his employer. In addition, you
get INA safety engineering that helps reduce accident losses,
plus a sense of confidence that comes from dealing
with a company that's pioneered sound insurance coverage
for 176 years running.

Insurance Company of North America
16th and Parkway, Philadelphia

tions for both pension and de-
ferred profit-sharing plans.

Excluded from the bill are

federal, state or local govern-
ment plans, plans established for
non-U.S. citizens outside the U.S.

and self-employed plans, such as
under the Keogh Act.

The Effective Date would be

two years after enactment, but
collective bargaining plans could
delay until renewed but not
more than three years after en-
actment.

Eligibility for plan par-

ticipation would be age 25 and

three years service. For plans al-
ready in existence, eligibility
would be waived until the plan is

amended to provide increased
benefits or within ten years of
enactment.

Plans in effect prior to enact-
ment would have three choices

in Vesting.

• After ten years' of service
full vesting on that part of the
benefit earned after the effective

date of the act;
• After ten years' of service,

graduated vesting of the entire

benefit at 10% a year, so that 11
years after enactment, an em-
ploye would be 100% vested;

• After 20 years' service, full
vesting of the entire benefit with
the period reduced each year so
that full vesting would be re-
quired after ten years' service.

For those plans set up after
enactment, full vesting would be

required after 15 years' service
and would be cut back to 10-year
full vesting after five years; or
after ten years, 50% vesting in

the sixth year, increasing 10%
each year for five years.

The Secretary of Labor could
grant variations in vesting for

certain multi-employer plans.
Funding under the Yar-

borough bill would have three re-
quirements:
• Current service costs must

be met in full;
• Interest must be met on the

unfunded past service costs; and
• A ratio of assets-to-vested-

liabilities must be met for plans
five or more years old beginning

Continued on page 30

Settle old

damage suit
MONTREAL-A 13-year-old

damage suit has been resolved
with an award of $189,729 against
a builder, an architect and an en-
gineer.

The suit arose from building
defects which caused serious col-

lapse of a boiler room and un-
even settlement of the ground
floor. Later, a second story brick
facade section collapsed, injuring
several employes.

The award was made in favor

of St. Michel Realties Inc.

against Louis Donolo Inc., Max
W. Roth and Irving Backler.

THE SUPREME court justice

said that a report from the com-
mission studying the case held
that "the building has not been
designed in accordance with the
standard and customary prac-

tices existing in 1949 and in ac-
cordance with the rules of the

art; the foundations had been
overloaded and overstressed; the

beams had not been adequately
reinforced and the design of the

brick-work was inadequate."
He said that the commission

found that the engineering plans
were not in accordance with

standard practices and they crit-

icized the supervisor of the con-

tract. •
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Richardson-Merrell secretive on Mer/29 cover
brought against the company but it is known that between 25 name has been closely guarded. signed to a particular year's cov-
asking an aggregate $58,795,000. and 50 of them were settled for It is known that Hartford was erage according to the time

Only 11 MER/29 cases have between $125,000 and $150,000 the underwriter for the basic when injury was first experi-
been tried to a jury verdict, two and that nearly $15.000.000 in in- coverage-which ran out quickly enced.

more resulted in hung juries surance coverage has been ex- -and that Lloyd's and Insurance The insurance was written for

and six others were settled dur- pended. Co. of North America carried the a relatively small amount of
ing a jury trial. firm's excess coverage. primary coverage and several

Some 95% of the MER/29 suits RICHARDSON-MERRELL has Richardson-Merrell was in- layers of excess coverage. This
have been settled out of court. It been naturally quite secretive sured for all its Wm. S. Merrell reportedly amounted to about
is impossible even to estimate about the extent of its insurance products on an annual basis. $5,000,000 a year, or a pool of
the total amount of settlements, coverage. Even the carrier's That is, a claim would be as- Continned on page 18

WASHINGTON-Last May a
woman in the midwest filed a

$55,000,000 suit against Richard-
son-Merrell for damages alleged-
ly sustained from using MER/29.
Of the total, $49,500,000 was for
punitive damages.

The suit was the largest ever
brought in an MER/29 case and

most MER/29 experts on both
sides of the fence agree that the
total damages sought were ab-

surdly high, even for a product
liability case where alleged dam-
ages are always far in excess of
the amount even hoped for by i
the plaintiff. The suit was dis-
missed in July.

Regardless of the actual signif-
icance-or lack of it-of that

particular suit, the size of it 1

alone sharply highlights the
dranna that has surrounded 

MER/29 suits since the first one

was filed in 1961.

The first three parts of this
Bu.,iness Insurance series on

Richardson-Merrell's ill-fated

MER/29 traced the development

and marketing of the anticholes-
terol drug, the subsequent crim-

inal suit brought against the
company and three of its officers,

the hundreds of civil product lia-
bility suits that followed and the

unprecedented banding together
of the lawyers of many plaintiffs
in these civil suits.

THROUGHOUT THIS series

we have tried not just to recount
facts and events, but also to point
out the lessons that the story
holds for risk managers in all

segments of American industry.

Last of a series

The first article in this series

stated that there are three pri-
mary reasons why risk managers

should study the MER/29 story.
First, it is an excellent example
of how an unsafe product can
reach the market despite knowl-

edge by one or more of the
management droup that it may
be hazardous. This, in turn, we
said, points up the hard fact that
somewhere along the line in any

firm's management hierarchy
checks must be provided on the
individual judgments of the var-
ious persons involved.

Second, we said the MER/29

story is important because it
points up ·the growing signif-
icance of the increasingly prev-
alent banding together of plain-

tiff's attorneys in multicase prod-
uct liability situations.

This final article in the series

will take up the third reason
why Business Insurance feels
that the MER/29 saga deserves
careful study by risk managers;
that is, because it tragically high-
lights the phenomenal amount of
liability which can be invol*ed in
a relatively short time with just
one product in an econorny
geared to mass merchandising.

DURING THE two years

MER/29 was on the market it

was prescribed to an estimated
418,000 people. Richardson-Mer-
rell claims that "substantially
less than 1 %," or 4,180 were in-
jured by the drug. Others close to
the litigation, however, have es-
timated that the number is well

over 5,000.
It is estimated that since 1961

more than 1,000 civil suits have
been brought against Richardson-
Merrell for damages allegedly
sustained from the use of MER/
29. Total damages sought in
these suits are thought to run be-
tween $500,000,000 and $1,000,-
000,000. During a single month in
1964, 54 separate actions were

The case of the 5 story sludge pile.
And other incredible things.

Sludge. Dirty, black, quivering sludge.
Creeping to an incredible, shaky height of five stories. Crawling

to the unheard-of width of thirty-three acres.
And then one day it escaped all barriers. And sludge oozed,

and slipped, lava-like all over a nearby plant and other buildings
causing, believe it or not, two million dollars worth of damage.

An incredible story you say?
Well, what about the grain elevator which suddenly split

its sides without any known reason, and knocked over one
automobile and two people?

It happened, and so do other incredible disasters.
Luckily for him, the grain elevator owner was insured

under American Home's Difference in Conditions policy.
Unhappily, the plant owner wasn't, but he is now. ( Our
Difference in Conditions policy provides the necessary
catastrophe coverage for commercial and industrial
property against hazards not usually covered by
standard policies.)

American Home is one of the leading writers
of Difference in Conditions.

Ask your agent or broker to send
his business card to American Home

Assurance Company, Department
A-14, 102 Maiden Lane, New York,
New York 10005, and we'll send him
a sample of 6ur DIC policy (to show
you how you can be covered for
all kinds of incredible things).
American Home Assurance Company
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Mer/ 29...
Continued from page 17

roughly $15,000,000 to cover the
years of injury.

In a rare statement about its

insurance, Richardson - Merrell
said that in addition to this there

is a layer of coverage which will
take effect only after the com-
pany has paid a certain amount
out of its own funds.

Because the insurance covers

all Merrell products, some of the
coverage undoubtedly has gone
Eor settlements of thalidomide

:ases filed during the period.
Thalidomide is a tranquilizer,
sold by Richardson-Merrell in
Canada and tested on patients in
the U.S., which when taken in
the early stages of pregnancy
caused severe birth defects.

While there have been only a
small number of thalidomide

cases filed against Richardson-
Merrell, potential damages are
large. None of the suits has yet
been tried, but a number have

been settled, including one re-
cently involving ten Ontario,
Canada, families with thalido-

mide babies asking $10,000,000.

RICHARDSON - MERRELL'S

insurance coverage for the two
years from July 1, 1960, to June
30, 1962--the period during

which substantially all the al-
leged injuries occurred-was
used up in February 1967, the
company reported, except for a
"substantial amount... covering
a part of this period," which
''will become operative only af-
ter the company has paid a eer-
tain amount of its own funds in

disposing of claims applicable to
that period."

From February to December,
1967, Richardson-Merrell paid
out an estimated $12,436,000 of its
Dwn funds for settlement costs

and related expenses. During
that period the company settled
some 400 suits asking total dam-
ages of over $200,000.

The money is being charged
against earned surplus rather
than against current earnings.
As of June 30, 1967, Richardson-
Merrell's earned surplus totaled
$192,321,900. Its total assets were
$255,761,300, of which cash, time
deposits and marketable secur-
[ties totaled $22,996,350. The
Dompany's sales in the year

ended June 30, 1967, were $269,-
029,330. Profits were $25,050,370.

Two of the 11 cases which

were tried to a jury verdict were
settled after trial. One in which

the company was ordered to pay
Bl,200,000 damages was settled
for $235,000-the largest settle-
ment yet. The $1,200,000 included
F100,000 punitive damages. The
settlement however was denom-

mated entirely compensatory

THE SECOND CASE involved
9 $150,000 jury verdict and was
settled for $125,000.

Four of the 11 cases were de'

aided in favor of the company.

One of these is on appeal, two
have been affirmed and in one no
appeal was ever made.

Three of the 11 cases involving
verdicts of $45,000, $20,000 and
820,000 were satisfied. Another

involving a $675,000 judgment
was satisfied with costs and in-

terests of $501,360, of which
$250,000 was for punitive dam-
ages. Another involving a trial
court verdict of $117,000 was re-
versed in part by the circuit
court. The circuit court affirmed

the $17,000 compensatory verdict
but reversed the $100,000 puni-
tive award on the basis that mul-

tiple punitive damages were un-

fair and could destroy the cof ipany.

,.- london line
54/AV

A/coho/ic problem fails to excite
British industry and life insurers

By JOHN GARRATT

LONDON-British industry
and life insurance companies re-
gard alcoholism, the country's
"hidden disease," with a splendid
calm at variance with the con-

cern felt by some doctors special-
izing in the subject.

Their general attitude is quite
out of touch with reality, accord-
ing to Dr. Lincoln Williams, one
of England's leading experts.

He finds it incredible that a

practicing alcoholic can get in-
surance cover merely by stating
that he is a moderate drinker,
whereas a recovered one is sus-

pect even though he declares
himself a teetotaler.

ONE BUGBEAR IS that it
seems to have become gospel to
call alcoholism a relapsing dis-
ease. Dr. Williams alone has had
hundreds of alcoholics under his

care who have never relapsed,
although many others do.

He pleads for insurance corn-
panies to understand that medi-
cine's recognition of alcoholism
as a disease and the ability to
detect it in the earlier stages can
save endless later expense since
alcoholism is a "disease-generat-
ing disease."

Against a background of the
diminishing importance of the
medical report in life insurance
-many firms offer policies that
need only the client's word that
he is fit-and the prevalence of

You manage labor costs,

'r- I

raw material costs

employe pension schemes, brok-
ers tend to see the problems of
the detection of alcoholism as a
small matter.

AS ONE LLOYD'S reinsur-

ance broker put it: "We are
rather kinder to the alcoholic

than the doctors are. They say
three years of abstinence im-
prove prognosis, but we look
on one year as a workable
period."

The World Health Organiza-
tion estimates that the United

Kingdom has between 3 and 4
alcoholics in every 1,000 inhabi-
tants, a probable total of some
300,000 to 500,000.

Dr. R. C. D. Brackenridge in

his "Medical Aspects of Life In-
surance" says that of all habits
the use of alcohol is the one that

underwriters have to consider

most often.

UNFORTUNATELY, the an-

Continued on page 20

and sales costs beautifully
You know exactly where you stand.

Congratulations.



If you've ignored corporate
insurance cost analysis, we un-

derstand why. Who wants to sort
through a mess of gobbledy-
gook?

So we did something about it.
We came up with a system

called IRIS* that makes the gob-
bledy-gook plain talk.

In other words, IRIS translates
complicated numerical data into
understandable information.

IRIS answers questions: What
is your loss frequency by location?
The average claim age? What lo-
cation has the highest loss record?
The lowest? Why? Are there any
patterns, trends, relationships be-
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Letters

Royal-Globe responds to our Mr. Levinson
The following letter was Te-

ceived from Wiliam C. Simpson,
senior up of Royal-Globe Insur-
ance Co., New York. In the letter
MT. Simpson takes ezeeption to
some comments of Business
Insurance Contributing Editor
Charles Levinson, insurance
manager of Port of New York
Authoritv, on the insurance com-
panv's pultback of propertv COU-
erage in ghetto areas.

To the Editor: The article in
your August 12 issue with the
long caption "now that some bad
risks have been canceled, will
lines on business with good ex-
perience be increased?" by our
good friend Charles F. Levinson,
insurance manager, Port of New

York Authority, featured Royal-
Globe. Since it appeared to leave
a question, we feel the need to
answer the points Mr. Levinson
raises.

First of all let us say that
we've a high regard for your
comparatively new publication
and believe that it performs a
useful service, not only to the
buyers and managers of insur-
ance, but to the industry as a
whole. Secondly, as most of your
regular readers know, Royal-
Globe is privileged to be a good
friend of ASIM.

If one major carrier has pro-
moted the total account concept
for corporate insurance, Royal-
Globe has. The principal reason
is selfish; we have more facilities

William C. Simpson

available worldwide within the
Royal-Globe family than proba-
bly any other carrier or even

composite of carriers and, more
importantly, the ability to make
these total facilities work effec-
tively.

WE MENTION THESE points,
not so much to be self-serving
but as a platform of respect from
which to present two criticisms.
The first, a gross inaccuracy on
the front page of your issue of
July 15, we would have ignored
except that the need now to re-
ply to Mr. Levinson's questions
gives us the opportunity to cor-
rect your prior error.

In the wake of the wave of
publicity on riot area insurance,
triggered by the Slanted CBS-
TV news feature which singled
out Royal-Globe, it was only nat-
ural for your publication as

tween one claim and another?
Where? Why?

IRIS tells you when and where
your insurance costs are out of
line, in language you understand,
in time to do something about it.

Simple, isn't it?
It could be IRIS is exactly what

you need to manage insurance
costs as efficientlyasyou manage
other corporate expenditures.

Another thing: We can inte-
grate IRIS into your present cost
analysis system, so you can see
a relationship between insurance
costs and other business factors.

If you d like more information
about IRIS, call your insurance
agent or drop us a note.

Well help you find out where
your insurance money is going.
And, most important, why.

*Industrial Risk Information System

Now what about insurance costs?

*= CONTINENTEIL NATIONAL AMERIGAN GROUP
Dept. 1€WX, Continental Center, 310 S. Michigan Ave., Chicago, Illinois 60604

Continentol Casualty Co., American Casualty Co. of Reading, Pa.; National Fire insurance Co. of Hartford;
Transcontinent,11 Insurance Co.; Transportation Insurance Co.; Valley Forge Insurance Co.; Valley Forge life insurance Co.

well as others to report on this.
Unfortunately, however, on your
front page you reported as fol-
lows: "Th@ wave of cancellations
was brought to light when Royal-
Globe insurance greup canceled
a reputed $40,000,000 worth of
business across the U.S., primar-
ily in riot areas, under pressure
from its reinsurers to cut this
exposure down to a total of
$120,000,000."

If our riot-prone core area lia-
bilities had been as insignificant
as a mere $160.000,000 to begin
with, we would have been totally
unconcerned and in fact might
have felt that we were in the
cozy camp of those companies
who over the years avoided tak-
ing their fair share of this busi-
ness.

TO THE CONTRARY, if you
were to multiply your stated fig-
ure of $120,000,000 by ten times,
you would still be far short of
our remaining liabilities today in
purely riot-prone areas of our
major cities across the country.

In relation to our total in-
volvennent in these areas, our
curtailment program, while log-
ically aimed at the most sensitive
risks from a riot standpoint in
particular areas of substantial
over-commitment, represented a
very small percentage. Royal-
Globe is still today most heavily
committed in riot-prone areas.
The figure of $120,000,000 repre-
sents no more than our liabilities
in New York's Harlem and Bed-
ford-Stuyvesant areas alone. In-
cidentally, no pressure from re-
insurers was involved in our ac-
tion.

Following vacation, catching
up with industry reading
brought us to Mr. Levinson's ar-
ticle in your issue of August 12.
While he had undoubtedly no
thought of being uncomplimen-
tary, nevertheless his opening
statement again suggests that
Royal-Globe was involved in a
major withdrawal. Our state-
ments above will, we hope, set
the record straight on this.

NOW, AS TO Mr. Levinson's
principal question, ". . - will lines
of business with good experience
be increased?" His purposeful in-
tent is both constructive and
timely, but we feel obliged to
take issue with the general im-
pression he leaves, which is that
Royal-Globe does not put its ca-
pacity on the line. Mr. Levinson

Continued on page 26

Howlong
must you keep
important
papers?
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Write for free booklet, 81-923
RECORD RETENTION
TIMETABLE, describing
Retention Periods as allowed
by government authorities,
and how to dispose
of them safely without
loss or worry !

W ELECTRIC WASTEBASKET co
145 West 45th St, New York, 10036
Selected dealers all over tie United States.
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A/coho/ics ...
Continued from page 18
swers obtained from examina-

tion forms in these cases are

sometimes very misleading if not
downright untruthful.

Many alcoholics, perhaps the
majority, go unrecognized; the
accepted pattern of social drink-
ing provides an excellent camou-
flage.

In England, the underwriting
practice is to be wary of the daily
drinkers whose drinking is open
to mild criticism. They probably
show slight to moderate extra
mortality, but since they are a
borderline group, some life of-
fices might perhaps not make a
debit in individual cases if a life
is perfectly acceptable in other

, respects.

BUT IF CRITICISM is more
than slight, group mortality

might rise as high as 100% above
average.

Drinkers who have short bouts
of intoxication several times a

year, and those whose bouts last
days or weeks at a time are much
worse risks, up to 250% above
average.

Alcoholics who have become
total abstainers fall into two

groups from the underwriter's
point of view: those who did so
voluntarily and without medical
help, and those who sought and
received medical treatment.

Members of AA would generally
fall into the second group.

MORTALITY IN THE first

group would still be above aver-
age up to the fifth year after ab-
stinence, but standard in the fifth
to tenth years.

The second group would have
a higher mortality rate.

In England, alcoholism is slow-
ly becoming acknowledged as a
serious drain on the country's

productivity. British industry
loses an estimated $70,000,000 to
$95,000,000 a year because of it in
lost man-hours, reduced efficien-
cy, faulty work and avoidable
accidents to employes and ma-
chinery.

IN THE U.S., the impact of al-
coholism involves directly 5,000,-
000 individuals. In so far as each
alcoholic cculd have an influence

on the daily lives of, say, 25 other
people, alcoholism might be in-
fluencing the lives of half the
population.

Using these figures at the 9th
international congress of life in-
surance medicine at Tel-Aviv,
Professor Albert Larson of the
Travelers Insurance Co. said that
it could be assumed from them

that the insurance industry
would know a great deal about
this subject. However, "precise
and accurate information is sad-

ly lacking.
"We agree with many other

authorities that alcoholism, di-
rectly or indirectly, might well
rank third in mortality tables af-
ter cardiovascular disease and
malignancies. It has been said
that most of its effect is out of
sight... like an iceberg.

"THE IMPACT OF the prob-
lem of alcoholism relates to the

underwriting of all lines of in-
surance; not only life insurance
but accident and health, group
insurance, automobile, work-
men's compensation and prop-
erty."

He concluded that business

and industrial managements

must accept a more positive role
along with the insurance and in-
dustrial medical worlds in bring-
ing the problem of alcoholism
out of the consulting room and
into the boardroom.

Nevertheless, Mr. Larson ad-
mitted that in his own company
of 23,000 employes where he
would expect at least 2% to have

THIS NEWS PHOTOGRAPH DOES NOT NECESSARILY DEPICT AN ACTUAL CLAIM BUT ONLY THE TYPE OF M[SHAP COVERED BY UTICA MUTUAL.
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,N.Yo---EXPLOSION SITE---The remaining walls and rubble of the
; executive office building of a major appliance manufacturing firm ripped apart ;
, . during an explosion are shown above. Fortunately the accident occured on a tr

9 Sunday when employees were at home.  (abk857/4251kp) 1968*

We hope you never have to see how good we can be.
We hope that disaster never strikes

your business. That you never have to
see how quickly we pay claims; how
far we go to get things back to normal.

We'd rather have you discover Utica
Mutual is the kind of company that
gives you the most attention when you

need it most. Before anything happens.
We'll provide a free safety and fire

prevention survey. And offer you
"Select-A-Pak," the new kind of pack-
age insurance for business. It lets you
select the protection you want in the
amounts you need. A policy made for

".1.. .:...Ul

you. Against tire, storms, robbery, leak- overlapping policies. And how our div-
ing pipes, exploding boilers. You name idends can reduce costs even further

it and we'll provide it. every year.

We'11 also show you how you can Give Utica Mutual a lot of thought,
save up to 20% on your whenever you think about
present insurance costs by your insurance.

eliminating duplicating or UTICA We'll give you a lot also.
MUTUAL INSURANCE THAT STARTS WITH YQ-*l.

drinking problems, only 60 have
been treated in five years.

Where, he asked, were the other
400?

ENGLAND IS EVEN more

backward in uncovering alcohol-
ics. It seems that neither indus-

try nor insurance companies ap-
preciate how many alcoholics
there are. Management is still ig-
norant of the fact that the aver-

age alcoholic is not a "down and
out" but is likely to be as out-
wardly respectable as one's fel-
low directors.

The great need today is for
"precise and accurate" informa-
tion on this hidden disease. Until

it is there, misunderstanding is
inevitable,

Third-party
suit filed in

iniury case
BUFFALO, N.Y.-One of five

companies named in a $300,000
injury suit stemming from the
burning of the Norwegian
steamship Thorstream here last
June has filed a third-party suit
against a sixth company in fed-
eral court.

Four people died in the fire.
Olin Mathieson Chemical

Corp„ Niagara Falls, N.Y., was
named in a suit brought by two
stevedores injured in the fire at
the Buffalo Port terminal. Olin

brought suit against Pittston
Stevedoring Corp.

The chemical concern de-

mands dismissal of the original
suit and says that if it is found
liable for any damages, all costs
should be paid by Pittston, em-
ployer of the two stevedores.

The original suit was filed last
Jan. 25 by Joseph Brasseur and
George O'Donnell, both of
Buffalo.

Mr. O'Donnell rescued Mr.
Brasseur. Each seeks $150,000 in-
jury damages from Olin Mathie-
son and these four defendants:

Odd, Ornen & Thorbold, Nor-
wegian owners of the Thor-
stream; Christian Canadian
African Lines Inc., world agent
for the ship; Kerr Steamship Co.,
state agent, and Lancaster
Steamship Agency Inc.

The stevedores' suit accuses
the agents of failing to furnish
them a seaworthy vessel and all
five defendants of negligence in
permitting an unsafe condition to
exist in the loading operation.

The Olin Mathieson suit ac-

cuses Pittston of negligence in
the supervision of its employes
in the loading. of drums of cal-
cium hypochlorite; and "failing
to warn against and permitting
the use of cigarets, cigars and
other sources of ignition in and
around the holds being loaded." •

NFPA fall conference

open to nonmembers
The National Fire Protection

Assn. will hold its 1968 fall con-
ference in Milwaukee, Wis., Nov.
19-21. Sessions will be open to
nonmembers.

Lectures, panel discussions,
open forums and films will cover
current developments and prob-
lems related to protection of
lives and property from fire and
explosion in industrial, residen-
tial and rural areas.

The Fire Marshals Assn. of
North America, an NFPA affili-
ate, will hold its annual confer-
ence in Milwaukee Nov. 18.

Arrangements for the NFPA
conference are being made by co-
chairmen Roger C. Krafft, man-
ager of the Fire Insurance Rat-
ing Bureau, Milwaukee, and
James R. Moher, chief of the
Milwaukee Fire Department.
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City by the bay' has $1,000,000 retention
SAN FRANCISCO-Insurance

by ordinance and bid is the pat-
tern for this city's protection
against liability rising from
whole spectrum of personal in-
juries resulting from accidents.
false arrest, libel, slander, def-
amation of character. wrongful

entry, or even invasion of pri-
vacy.

On June 1 of this year, San
Francisco became protected
against all liability hazards with
single limit excess umbrella li-

ability coverage of $24,000,000 in
excess of $1,000,000.

This sum excludes the city's
huge Public Utilities Commis-
sion, which has its own separate
$25,000,000 of coverage.

This program takes a great
many brokers, carriers, capacity
and packaging to achieve insur-
ance protection.

SAN FRANCISCO operates
both as a city and as a county,
with considerable overlapping
and intertwining of functions
and responsibilities.

The city is under the direc-
tion of Mayor Joseph L. Alioto
and the county under a board of
supervisors. A unified school dis-

trict uses many of the services of
the city and the county but is
independent of the mayor and
board.

However, its budget goes

through the city controller and
must be adopted by the board of
supervisors. As an autonomous

body, the school district arranges
its own insurance program apart
from that of the city and county.

With the exception of the

school system, the city's commis-
sions and departments, by and
large, are run by the mayor, with
certain controls exercized by the
board of supervisors, the chief
administrative officer, the con-
troller and deputized executives.

It is a complicated arrange-
ment. Mund, McLaurin & Co.. in-

surance analysts, have the re-
sponsibility of keeping track of
the coverages.

THE BOARD of supervisors,
by ordinance, establishes the in-
surance requirements for each of
the city's 27 departments, plus its
boards and commissions. The

controller, Nathan B. Cooper,
must approve all insurance poli-
cies and carriers.

The city purchaser, Frank
Conway, puts most insurance
policies out to bid every three
years. The Board of Supervisors
establishes the public utilities
commission policies with respect
to its money, securities and de-
partment use.

Blit the commission deter-

mines its own insurance needs

with respect to the international
airport, the Municipal Railway,
its revenue-producing vehicles
and the Hetch Hetchy water sys-
tem.

By ordinance basic liability in-
surance programs from the first
dollar of loss up to $1,000,000 are
authorized for a number of proj-
ects or structures, such as the
Farmers' Market, the Opera
House, special events such as
Chinese New Year celebrations

and even four portable bleachers
owned by the city.

City and county vehicles, other
than the Muni Railway's reve-

nue producers, emergency hospi-
tal ambulances and police and
fire department vehicles are in-
sured, also by ordinance, with
$100,000 limits for property dam-
age and bodily injuries.

State-owned vehicles operated
by the city and county are in-
sured with $100,000/$200.000 bod-
ily injury and $25,000 property

damage limits of liability. Non-
owned or hired vehicles carry
$100,000 limits.

ALL OF SAN Francisco's in-

surance policies have broad con-
tracts, have worldwide coverage
and are approved by the city at-
torney and the controller.

No carrier can bid unless it has

a policyholder surplus which is

at least ten times the amount be-
ing bid.

In many risks. San Francisco is
self-insured. The board of super-
visors each year appropriates a
claims fund from which minor

claims are paid, if approved.
This fund is allowed to ac-

cumulate. Claims resulting from
a runaway cable car accident
would be paid out of the exist-

ing self-insurance reserve.
Losses in recent years have,

fortunately, been comparatively
minor and have usually involved
fire losses to city-owned property
or claims approved against auto-
mobile accident.s.

THE PUBLIC Utility Commis-
sion has maintained a $25,000,-
000 limit for the International

Airport for several years, and

the city has decided to include
other operations, such as hospi-
tals, public exhibits and gather-
ings under the same limit.

Richard N. Goldman, one of
the number of broker s involved

in San Francisco's insurance pro-
gram, has "packaged" the um-
brella liability protection.

Continued on page 22



I -

./ 1

22/busmess insurance, September 23, 1968

ment When the policies are re- bility arising from "revenue- ganizations other than the city deductible of $50,000 per fire loss,
City ceived, they are again checked producing vehicles" up to $10,- and county which might become compared to the previous deduct-

...
by Mund, McLaurin 037,000, and the limit of $25,000,- involved in special events ible of $1,000 As a result, the

Continued front page 21 Insurance bids are not adver- 000 applies as excess over the At one time, special events district will not be Insured
tised However, they are listed amount of the self-insurance were covered as they arose by against fires where the loss lS be-

Other brokers for the city in- .,' at the counter" for inspection The city and county self-in- specific policy placements By in- low $50,000
clude Marsh & McLennan, John- by brokers and carriers Specifi- SUIes the liability arising out of corporating these into the per- Ass't Supt Wilber t Vestnys
son & Higgins, Clifton and Co, L cations ate available from the other operations of the Public manent program it was possible told the boaid the same condi-
R Carroll and Devoto-Lewis purchasing department Utilities Ccmmission to $25,000, to lower the cost and obtain tions prevail in city dlstI lets

The various departments initi- As a matter of practice, the with a $25,000,000 limit broader coverages, Mund, Mc- throughout California and the
ate requests for the purchase of purchasing department main- Liability arising from opera- Laurin contended The annual rest of the U S
insurance These go, by requisi- tains a list of brokers who have tion of such city activities as the cost of all insurance carried by "During the past 12 months,"
tion, to the purchasing depart-
ment

requested specifications Farmers' Mai ket and Opera San Francisco, exclusive of the he said, "fire insurance on Calt-
San Francisco's workmen's House, is insured for a single lim- cost of the self-insured work- fornia schools pI oduced an ad- .

Policy costs are charged to the compensation, by and large, is it of $2,000,000 for bodily inJur- men's compensation and any life, verse loss ratio, forcing insul -
individual departments and each self-insured One exception is a ies, personal injuries and prop- accident and health plans, lS ance companies to increase pr 0- c
department head must obtain workmen's compensation policy el ty damage $250,000 tection rates in all categor ies "
budget appropriations from the covering student nurses, carried A substantial increase in van- The new policy here was writ-
board of supervisors by Pacific Indemnity THE CATASTROPHE liabil- ten by Insurance Co of Northdalism and ln the destruction of

When the cost of insurance is ity policy has a $1,000,000 liabil- America through Richard N
more than $1,000, Mund, MeLau- public school property has

THE PUBLIC Utilities Com- ity and a catastrophe policy will Goldman & Co, insurance con-
rin explains, bids are called for proved costly for the San Fran- sultantsmission purchases two sets of cover any excess This retention
by the purchasing department, liability policies, both providing will, in effect, become self-insur. cisco Unified District School The renewed policy provides :
which prepares specifications limits of liability up to $25,000,- ance for those San Francisco de- Board in terms of its insurance $228,000,000 in coverage at an an-

Mund, McLaurin assists in the 000 One set covers the Airport partments not covered by pri- coverage nual premium of $76,500 This
preparation of specifications on and the other all PUC opera- mary insurance compares with pIevious terms of
all lines of insurance except life, tions other than the airport The primary policy, 1nciden- THE BOARD HAS just re- $186,000,000 insulance at an an-
accident and health San Francisco self-insures lia- tally, lS endorsed to include or- newed its policy, providing for a nual piemium of $61,000 .

BEFORE AWARDS are made,
proposals of carriers are sent to 7, 41 .the purchaser of supplies and are . * 1/E»*Ss.
reviewed by Mund, McLaurin

Final awaids are made subJect 41*i:,8., 040 ' '6•¥i ,¢t
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Industrial Indemnity Co here -
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Now pending in the legislature, 74
however, is a proposal to in-
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crease the maximum disability 4'
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the cost of workmen's insurance 1 es.
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stration of the California system, 4
effective efforts to reduce unnec-
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cident frequency and a period of
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record-high employment
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mendation was adopted in 1966,
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among others .
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Insurance maior behind-scenes
part of entertainment industry
By KENNETH R. MAC DONALD

 HOLLYWOOD-Show biz, as
9 everyone knows, is exciting,
t. glamorous and profitable.
' But at times it also is danger-

ous for life, limb and property.
' Losses, without the protection of

insurance, could become stag-
2 gering.
, As a result, entertainment in-
: surance has become big business,

with millions of premium dollars
spent annually.

,' Anticipating risks and plan-
ning liability coverage is an im-
portant "behind-the-scenes" part
of every big Broadway show,

, motion picture and television
, program.

In former days, as one version

has it, motion picture studio
executives here became fearful

that cross-eyed Ben Turpin
might suddenly start to see
straight - and no longer be
funny.

Others argue that producers
feared the flamboyant Douglas
Fairbanks (the first) would mar
his handsome face and an in-

valuable "property" would thus
be ruined.

For many years insurance

against this kind of hazard was a
press agent's dream-with stor-
ies of policies covering Durante's
nose, Dietrich's legs or Evelyn
West's treasure chest.

IN ALL HONESTY, a number
of publicity policies were written

just for their short-term "news"
value.

There was a time when Lloyds
would issue a $1,000,000 policy on
a starlet's legs or bosom, and the
insurance policy would be waved
before the press. Then the policy
would be quietly cancelled.

This kind of policy today is as
out-dated as the hand cranked

camera.

ENTERTAINMENT insurance,
as Vt is written today, covers
producers and directors as well
as principal actors. It protects
against plagiarism and copy-
right infringement lawsuits.

Policies are issued against
damage to props and sound stage
equipment and to defray extra

After 3 Million Touchdowns

This Team Knows the Score.

THE TEAM IS MENASCO-largest producer of aircraft landing gear. Their product has
scored over 3 million aircraft touchdowns without a fatalitv. Aircraft manufacturers look for
this kind of safety in numbers.

Some current Menasco programs include landing gear for

Boeing's 727, Lockheed's giant C 5A Galaxy, the world's largest
airplane, and General Dynamics/Grumman's superfighter
bomber, the F-111 series.

SIZE AND SPEED of modern aircraft place increasing
demands on landing gear systems, and raise new hazards in
production and testing. Clearly, a safe product and a safe
working environment require major team effort. Menasco
emphasizes "defense" in preventing injury-causing accidents.

bu:{11ess insurance, September 23, 1968/23

Safety engineer John D. Swanson of Fireman's FLnd checks catwalk sup-
ports over a sojnd stage at the 20tt Certury Fo> rrovie lot.

expenses that might arise from e
thousand different mishaps

Major underwriters in the en-
tertainment world include Fire-
man's Fund American Insurance

IN THE LINE UP as an Arg6naut assured for many years,
Menasco initiated a self-insurance program in 1961. However,

Landing gear for the F-111 gets a workout on ;he test stand.
four years of self-insurance proved highly uneconomical,
and Menasco decided to place their insurance once more.
Marsh and McLennan's Paul Schaffner and Frank Warner

again recommended Argonaut. In just one year, Menasco's safety record reflected considerable
improvement. Their loss ratio dropped to 42%. And claims were no longer a problem.

Mr. John Jackson, Menasco's Vice President-Finance, sums it up this way: "The service we've
received, and the safety record we have developed, has

-

been outstanding. Recently we renewed our insurance with
Argonaut. Incidentally, we've always enjoyed getting

* our dividend!"

IIr.*/C/
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Properly applied first aid often prevents a
minor injury from becoming serious.

ALONG THE SIDELINES. Give your large-sized workmen's
compensation clients this all-star insurance program:
service, effective safety engineering and coverage at lowest
net cost. Take the Argonaut approach.

Call us today.

@ Argonaut Insurance HOME OFFICE: MENLO PARK, CALIFORNIA

Principal Offices: SAN FRANCISCO • SACRAMENTO • FRESNO • LOS ANGELES
SAN DIEGO • PORTLAND • SPOKANE • BOISE • DALLAS • HOUSTON • NEW ORLEANS
MINNEAPOLIS • CHICAGO • KANSAS CITY • INDIANAPOLIS • NEWARK • ATLANTA

Cos; San Francisco and Pa ific
Indemnity.

IN A NORMAL produc:ion
year, cast insurance policies will
be written on as many as 70 pro-
ductions with other types of
policies wtitten to =over 200 or
more featurre films.

All prodictions of United Ar
tists Corp and Paramount Pie
tures Corp are insured by Fire-
man's Find. The company also
insures a considerable number of

independently produced films.

Last year the ccmpany's an -
nual premiums in the entertain

 ment industry, including general
liability and -workmen's compen -

 sation coverage, exceeded $3,250;
1 000.

OF THE MAJOR studios here.

only Werner Brothers does no*.
insure, choosing to absorb any
losses in the corpora te financia.
picture.

Most of the top studio execu ·
tives, however, insist that insur·
ance is an essential item in the

tudget of any film. With molti
million do [lar movies exgosed to
the risks if production, insur
ance hes become a necessary
business exfense simply to pro-
tect the studio's do-lar incest-
ment,

Insurane. cover: ge in bott
motion piiture and television
groductbr. is handled in three
major cate :cries. These are:
• Cast insurance, a very :pe-

dialized f-e!d which insures pro-
ducers against loss€s due to the
death or injury of a star or some
cther mishaN.

• The seccnd category is pro·
ducers ernrs and omission in

surance. This protects the pro
ducer of a ·movie cr a tv shou

against cla.ms when he might in·
adverterth-Infringe on or dam
age the rignts of others.

Examples of this kind of -isl,
Condnued on page 42

BUSINESS
INSURANCE

COMP.ETE PROTECTION

PROPERTY CASUALTY
MARINE

· Emplo,ee
Benefits

· Executive

3 Incentives

\-/1-71 . Pension
-_if Planning

L. J. GOLDSTEIN
& CO. INC.

INSURANCE SPECIALISTS
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OFFICES THROUGHOUT U.S. &
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Points to increasing demands
for pension survivor benefits

SAN FRANCISCO-A group
life specialist confidently pointed
to a growing demand for addi-
tional pension plan benefits for
survivors and a blurring of the
distinction of early retirement in
a speech to a pension session of
the annual educational confer-
ence of the National Founda-

tion of Health, Welfare & Pen-
sion Plans.

G. David Hurd, group secre-
tary of Bankers Life Co., com-
pared a 1960 U.S. Department of
Labor study on multi-employe
pension plans and a 1968 study
he made of 50 collectively bar-
gained, multi-employer plans
across the U.S. to establish a
trend of new directions in pen-
sion benefits.

The Labor Department study
showed 52 % of the pension plans
had monthly income benefits for
disabili:y and an additional 12%
retirement benefits. Mr. Hurd's
study showed that 92% now have
disability pension benefits.

HE PREDICTED that eligibil-
ity and amount payable will be
key factors in the future devel-
opment of this benefit and that
long-term disability part of the
health and welfare provisions of
new fringe benefit programs
and will be integrated with pen-
sion plan benefits and pension
credits so that they will build
until the LTD plan expires.

According to the Labor De-
partment study, for death bene-

fits after retirement 15 % in-
cluded lump some payments,
11% guaranteed a minimum
number of payments and 14%
had options for benefits for the
retiree and his dependents.

In 1968, Mr. Hurd's study
showed that 44% now had lump
sum or minimum payment guar-
antees.

He said that lifetime income
for surviving spouses was not
automatic in either 1960 or 1968
studies but that it was hinted as a
benefit for the future.

FOR EXAMPLE, a comparison
of the two studies showed that
lump sum death benefits before
retirement had grown from 17%
to 28% and that lifetime income

For fast relief ...

IFIREI «-*© %-.f - - 1/VINDJ

0/04 } 4<0

4 HAIL

All businesses have individual characteristics and special
requirements, including insurance protection against fire
and lightning, vandalism andmalicious mischief orbusiness
interruption.

Your Gulf Group Agent can "prescribe" a single multi-
peril protection package to fit your company's special
needs by combining basic and optional coverages.

Don't Wait ! Fill your prescription for fast relief now . . .
Call your Gulf Group Agent today!

GULF GROUP

GULF INSURANCE COMPANY
ATLANTIC INSURANCE COMPANY C '& -
SELECT INSURANCE COMPANY , voux

\*..0/.aINT /
GULF ATLANTIC LIFE INS. CO. . --I--I.

WESTERN SECURITY LIFE INS. CO.

for survivors had risen from less
than 1% to 6%· of the plans
studied.

He acknowledged that the
growth in death benefits before
retirement would be limited by
the group life offered by the em-
ployer and that a lifetime survi-
vor's benefit could be "extremely
costly."

He pointed out that the benefit
could be limited until the surviv-
or remarries, until Social Secu-
rity is begun or a specified num-
ber of years. In addition, the
payment may be a flat amount, a
percentage of the pension benefit
or percentage of the expected
pension benefit at age 65, he said.

"The spouse benefit is a rifle
approach to pinpoint dollar pay-
ments in an area where there is
great need," Mr. Hurd con-
cluded.

Elliot Beier, manager of pen-
sion and profit-sharing services
of Nuveen Corp. and a contribut-
ing editor of Business Ins'urance,

told the session that so-called

and investment programs as a

fits because they provide a fairly
certain benefit and offer an infla-
tion hedge because they are
based on a diversified equity in-
vestment portfolio.

MR. BEIER said the 42 of the
largest industrial operations,
ranked by sales, had adopted
thrift plans in the past 15 years,
11 in the past four years. He said
that one out of nine of the For-
tune 500 list of the largest U.S.
companies had some form of em-
ploye savings plan.

He outlined a composite plan
which sets eligibility at one year,
employe contributions at 1 % to
6%, employer contributions at
50¢ for each employe's $1, 100%
vesting after five years and in-
vestment of the employer's por-
tion in its own stock with the
employe having a choice of three
funds.

Mr. Beier pointed out that al-
though salaried employes are
primarily involved with this
benefit now, hourly employes,
particularly in areospace indus-
tries, are beginning to opt for ft.
The eligibility requirements for
union members are worded to
include all employes except
those who do not want it as part
of the bargaining agreement, he
said.

At Lockheed, for example, 31,-
000 hourly employes (85% of
those eligible) have enrolled in a
thrift plan. Those with less than
three years service may contrib-
ute $104 or $208 annually and
those with more than three years
may contribute $104, $208 or $312
annually. Salaried employes con-
tribute 2%, 4% or 6% of salary.
Lockheed pays in 50% of the em-
ploye's contribution and em-
ployes can pick one of three
funds for their contributions.

Mr. Beier pointed out that
these voluntary employe invest-
ment plans are tax-sheltered,
even wben an employer does not
contribute. If it does not contrib-
ute, the employer must take
steps to sponsor the program and
make payroll deduction avail-
able.

Due to volume discounts. the
mutual fund charges can drop to
as low as 1 %, as compared with
the usual 8.5% charges most
funds charge, Mr. Beier said. •

American int'I

LP,/ names new

risk supervisor
CHICAGO-R. B. Sullivan Jr.

has been appointed insurance
supervisor for American Inter-
national Oil Co.

Mr. Sullivan, whose promo-
tion was effective Sept. 1, pre-
viously was· property insurance
supervisor for Standard Oil Co.
(Indiana), American Interna-
tional's parent company. He has

. been with the Indiana Standard
organization since 1953, when he
joined the company as an insur-
ance engineer. In 1958 he

achieved the Chartered Property
and Casualty Underwriter desig-
nation, and in 1960 served as
president of the Chicago chapter
of the Society of Fire Protection
Engineers.

No successor to Mr. Sullivan

has yet been named by Standard
Oil CO.

A resident of Flossmoor, Ill.,
Sullivan was graduated in 1948
from Illinois Institute of Tech-
nology and later studied at the
University of Chicago graduate
school of business. •



Urges air contro//er's retire after
straight 20 years at half pay

NEW YORK-Part of a

whole gamut of short- and long-

range proposals to improve the
plight 6f air traffic controllers is
a suggested change in retirement
to straight 20 years with half

Pay.
Some controllers maintain

they are past peak efficiency af-
ter 45, which is about the age at
which they have served 20 years.
Retirement is currently based on
30 years after age 55.

One controller at the New

York center said that after 40,

because of the strain of the job,
"you can't make a decision as
fast."

CURRENT CONDITIONS at

airports across the country, espe-
cially those in major metropoli-
tan areas, have brought to light
the needs of air traffic control-

lers. The proposals call on all
segments of the air transport in-
dustry to work together in alle-
viating the crowded airways and
airports and reducing delays.

Air traffic controllers are seek-

ing additional help, increased
salaries, better working condi-

tions and improved employe
benefits. It was explained that
retirement for airline pilots var-
ies from airline to airline, but in
general a pilot can retire at 45
with the consent of his airline.

Normal retirement is typically
between ages 50 and 60 with 20
years service.

The controllers are also sug-

gesting that if a man elects to
work 30 years he should retire at
80% of salary, and if he retires
with 20 and 30 years of service,
retirement pay should be pro-
rated.

Another controller described

his work as "nerve bending," and
said the most important thing at
the center is a "bottle of aspirin."
Controllers say they find their
work fascinating but that work-
ing conditions are poor. In a con-
trollers' contract there is no pro-
vision for lunch time or any
break at all, and the only time a

controller can leave his position
is during a slack period.

ONE CONTROLLER said he

has worked as many as six or
eight hours without a break to

go the rest-room.

Medical benefits for airline

controllers are provided by Blue
Cross, Aetna, Health Insurance
Plan and Greater Health Insur-

ance. One member who sub-

scribes to the Aetna pays $19 a
month for the program, which
picks up 80% of costs after a $50
deductible.

Controllers pay 250 per thou-
sand dollars of life insurance

coverage and coverage can go to
the top thousand in salary.

A New York controller

pointed out that all the benefits
including retirernent are on a
contributory basis. For retire-
ment the controllers contribute

6 h % of their salaries,

CONTROLLERS don't foresee

Form Lenz of Ohio

Charles A. Lenz Insurance

Inc., St. Petersburg, Fla., will
form Lenz of Ohio, Inc., an ex-
cess and surplus brokerage firm
with offices in Dayton, 0. The
manager will be Carl Johannes,

formerly with Continental Cas-
ualty Co. George R. O'Neal, now

vp and general manager of the
Lenz firm, will assist him.

much relief in the congestion at
airports. They complain that
'we've been pushed just as far as
possible and it's a real safety
hazard when we start pushing

too many planes into one area."
Control personnel in late June

started an intensive drive to fol-

low safety regulations down to
the fine line. The result has been

delays of up to six hours in the
New York area.

"What's needed is more men.

another airport and better
equipment plus more attractive
salaries and better benefits," one
controller contended.

The Federal Aviation Admin-

istration has funds appropriated
for a -crash"program of recruit-
ing an additional 1,200 traflic

controllers but the impact of ad-
ditional personnel won't be felt

for some two or three years, par-
tially because of the length of
the training program.

ONE CONTROLLER ques-

tioned, "can new employes be at-

tracted considering the working
conditions, salary and fringe
benefits?"

The FAA has also proposed i
major restrictions in flight oper- i
ations at New York, Newark,

Washington and Chicago. This
means cutting back on the num-
ber of commercial and private
flights. And in the New York

area, speculation has begun as to
where a fourth airport will be
constructed. m

0 .
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Tight-Knit commercial
, insurance

' PTogramts

for companies

, throughout Ohio

Let us pull all your protection needs together into one
economically tight package. Our size, experience and
heart-of-Ohio location make us a prime single source for
all types of commercial coverage. For our brochure-A
FAST LOOK AT ATKINSON-DAUKSCH-Clip this ad to your
letterhead and mail today.

1*lill Insurance and Surety Bonds

Atkinson-Dauksch Agencies, Inc.

40 W. Gay • Columbus, Ohio 43215 · (614)228-5841
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Roya/-G/obe ...
Continued from page 19

zarefully addressed his question
to "business with good experi-
ence"; if he had instead referred

to "business adequately priced,"
:he question would have an.
swered itself.

As all of us know, where im-
mense property values and lia-
bility exposures are concen
trated, the catastrophe risk is

ever present, even if a history of
good experience exists. At the
same time, we are the first to
agree that efficient risk manage-
ment and control do influence

over-all experience. In the mar-
keting of such unique and gigan-
tic coverages, good buying, good
brokering and good underwrit-
ing have their better tests, but if
the price is driven too low, the
wise underwriter will not be

tempted unless adequate collat-
eral reasons are present.

Mr. Levinson's only back-up
point seems to be what he calls
our "legal ability to write,"
which, based on our current sur-
plus, he figures to be "more than
$20,000,000 on any one risk."
Here we find it necessary to state
the obvious, namely that in
establishing and operating the
underwriting policy of any com-

pany, there is nothing more than
a technical relationship between
"legal ability to write" and the
practical, sound application of
capacity. Thus, his follow-
through criticism that Royal-
Globe's "participation in the
average large line subject to one
loss probably does not equal 10%
of its potential on any one risk"

is a non sequitur.

WHETHER MR. LEVINSON'S

broad comments on Royal-Globe
have been generalized from the

particular of his own sphere of
risk management, we prefer not
to speculate, and further com-
ment on this probability would

be inappropriate here. Yet we
feel constrained to be obvious

again to state that a limitation of
$2,000,000 (10% of Mr. Levin-
son's "legal ability" of $20,000,-
000) simply has no part whatso-
ever in Royal-Globe's underwrit-

ing policy. Fortunately, many of
your readers have good reason to
know this at first hand.

We are large risk writers, al-

ways have been and always will
be. Where the conditions are suf-

ficiently attractive, we are more

than delighted to make available
our full capacity. The current
market contraction in available

capacity is not only a complex
problem but is all the more seri-
ous at a time when greater ca-
pacity is in demand.

For its part, Royal-Globe in
the areas of large corporate, in-
stitutional and utility business is
consciously endeavoring to pro-
vide as much capacity as pru-
dence in these trying times will
permit. Purely as one proof of
this, one need look no further
than our continuing large partic-
ipation in such large risk writers
as FIA and OIA

William C. Simpson
Senior vp, Royal Globe Co.,
New York

Drug coverage studied
Blue Cross and Blue Shield of

Delaware is planning to test a
program this fall which will

include coverage of prescription
drugs. The experimental cover-
age would pay a major part of
the cost of such drugs if the pa-
tient were not hospitalized.
Members would pay the remain-
ing portion of each prescription
-perhaps the first $ 1 of the cost,
according to H. V. Maybee, man-
aging director.

letters
Worthwhile investment

To the Editor: Your Business

Insurance magazine has proven
to be a very interesting publica-
tion that I look forward to re-

ceiving. It has proven to be of
value to us as our operation
spans not only the continental

United States, but also Canada,
Alaska, Hawaii, and Puerto Rico.
It is always enlightening to find
out how various aspects of in-

surance are being handled in
these different localities.

Amway Corporation markets

nearly 200 different products for
home and personal care. Because

of this it would help me very
much to see more articles in

Business Insurance dealing with
the product liability field. Actual

case experiences and court deci-
sions involving these particular
cases lend themselves to a better

understanding of this area of in-
surance.

It is my feeling that subscrib-
ing to Business Insurance has
been a worthwhile investment.

Ray Olejniczak
Tax and Insurance Claims

Dept., Amway Corp., Ada,
Mich.

'Very timely'
To the Editor: Business InsuT-

ailce is very timely and interest-
ing. In this regard I call your
attention to the articles you
wrote about insurance cancella-

tion due to the heavy losses as a
result of riots.

Your news magazine is up to
date and informative and at the

sanne tirne helpful.
Charles Kahn

Executive Vice President, PA
Bergener & Co., Peoria, Ill.

We also

insure

Grace Jones'

camera

Not isolated

To the Editor: We try to read
Business Insurance regularly. We
find it very interesting, and it
is certainly most informative in
giving insurance trends. A good
many of the articles cover day-to-
day problems that we in the in-
surance field have to face. We

find that our insurance problem

is not necessarily isolated to our
company when we read sorne of
these, articles in Business Insur-

alice.

James J. Cullen

Manager, Insurance Depart-
ment, Beatrice Foods Co., Chi-
cago

Reid elected

Glen H. Reid has been elected

executive vp in charge of the San
Francisco office of Willcox, Bar-
inger & Co. Inc., reinsurance bro-
kers. He succeeds Jack V. Wat-

son who has retired.

Testimony on
work comp set

From its very inception the St.
Lawrence Seaway project staggered
the imagination. Stacks and stacks of

blueprints gave way to mountains of
bulldozers, dredges, instruments and
machines.

And everywhere, there were men...
thousands of men building dozens of

new piers and terminals, 11 bridges,

7 locks, 5 new major power and con-
trol dams. They even moved 6 towns.

t..

r.

OLYMPIA Wash.-Meetings
have been set up in ten state cit-

ies this fall to seek testimony
from employer and worker rep-
resentatives on the possibility of
providing state workmen's com-
pensation coverage for farm
workers.

Harold J. Petrie, labor and in-
dustries director, said the meet-
ings will be conducted by Duane
S. Stookey, supervisor of indus-
trial insurance for the depart-
ment, and will start Sept. 23 in
Mount Vernon and end Nov. 21

in Yakima.

The state labor council said

petitions seeking inclusion of
farm workers under the state's

industrial insurance law were

presented to Mr. Petrie by
Tomas Villanueva. •

1 f« 4

Everyone and everything along the
entire Seaway project needed protec-
tion from injury, loss and damage.

The authorities wanted more than

just insurance protection. To be sure,
they needed financial protection for
the mammoth risks. But, they also
wanted the services of a company

with knowledge and skills to prevent
loss and damage.

Is itanywonder, then,that MOAwas



Banker, insurance man present
their expertise as pension counse/

SAN FRANCISCO-A banker

and an insurance company rep-
resentative stoutly defended
their own industry as the best
investment counsel for pension
and welfare funds at the 14th
annual education conference of
the National Foundation of

Health, Welfare & Pension Plans.
However, in putting their best

foot forward, the pair cast an
anxious glance over their

shoulders at the increasing com-
petition for pension funds from
mutual funds, brokerage houses
and other investment counsel-

ors.

Speaking from what he con-
sidered a position of strength,
and the dominant one in pension
funds J. Parker Hall, assistant vp

4

of the Harris Trust & Savings
Bank, Chicago, said that insured
pension assets total $31.7 billion
and noninsured (bank) pension
assets are $71.8 billion.

HE SAID THAT the bank's

share of the pot is the largest and
that it has risen in both dollars

and growth at a faster rate than
any other method of pension
fund management since 1940.

George Bjurman, exec vp of
Occidental Life Insurance Co. of

California and president of
Transamerican Counselors, said
that pension fund administra-
tors had better look for a new
investment counsel if the com-

mon stock portions of their port-
folio did not average more than

chosen to underwrite a major portion
of this vast project? MOA has the larg-
est staff of marine engineers and sur-
veyors in the business. Behind them,
are comprehensive records and re-
search facilities. These enable MOA

underwriters to calculate the possi-
bilities and probabilities that might
occur in such a gigantic undertaking.

Even today, MOA is still very much
in the St. Lawrence Seaway picture.

15% growth over the last five
years.

Mr. Hall said that a 12%

growth on the equity portion of
a fund would be "a little better

than average and was certainly a
reasonable objective" for a pen-
sion fund. He said that total re-
turn on investment and income

over the last 100 years has been
between 9% and 10%, but that it
has been higher since World War
II.

MR. BJURMAN accused pen-
sion administrators of being will-
ing to accept "mediocrity" from
investment counsel on the rate of

return expected.
Mr. Hall pointed out that

equity ratios (common stock to

Besides providing marine protec-
tion for piers, locks, terminals, bridges
and dams, MOA insures a big portion
of the cargo and vessels travelling the
Seaway.

Not everybody (Grace Jones, for
example) needs that kind of insurance
coverage. MOA has exactly the right
kind of protection for her, too, be-
cause while we are big enough to un-
derwrite the St. Lawrence Seaway, we

fixed assets) among pension
funds managed by the Harris
range from a high of 98% for a
$20,000,000 fund to a low of 36%
for another large plan.

He said the stated purpose of a
bank's pension trustee depart-
ment is "to maximize the rate of
return within the constraints

established for each account by
individually established invest-
ment objectives."

Although unwilling to set a
minimum limit for a separate ac-
count managed by an insurance
company, Mr. Bjurman said that

' for practical purposes the annual
contribution for a separate in-
sured account should be $100,-
000.

IN RESPONSE to competition
for pension funds from mutuals
funds and brokerage house
(working either for a fee or for
placement commissions alone)
Mr. Hall said the primary advan-
tage banks have to offer is com-

are also geared to handle any size risk.
Why not find out more of the MOA

story? For more information, contact
Marine Office of America, 123 William
Street, New York, N. Y. 10038.

Our member companies are: The
Continental InsuranceCompanies; The
Glens Falls Group; The Hanover Insur-
ance Group; Phoenix of London Group.
Aviation insurance isavailable through
Associated Aviation Underwriters.

Marine Office of America moa
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petent investment leadership,
streamlined organizational
structure, decision-making by in-
vestment people and individual-
ized investment programs for
each customer.

Mr. Hall warned that a "mixed

bag of brews, that is,active use of
more than one investment coun-

sel, is likely to dilute the effec-
tiveness of a fund's results."

IN ADDITION, he illustrated
that on a $1,000,000 fund a 2% dif-
ference in return over a 35-year

' period can mean more than $7,-
000,000 difference in total assets,
but a difference in fees, matching
a standard fee and one-third off,
"cut rate" fee, can mean only $9,-
850 in the same time period. "In
other words," he said, "you get
what you pay for, and com-
pounding of interests can make
any fee adjustment look small."

Mr. Bjurman agreed that fees

should be a secondary considera-
tion for pension fund administra-
tors. "The best possible manage-
ment is the most important fae-
tor for a fund," he said, and
"more than one portfolio man-
ager on a large account is good.
also. Both tend to maximize re-

sults when directly compared,
and there is a fallout benefit of
information for the fund's ad-
ministrators who have two

sources of advice."

MR. BJURMAN offered some
"rules of thumb" for administra-
tors:

• Deal with highly reputable
and quality advisers;
• Select strong, aggressive man-
agers;

• Look for research capabilities;
• Forget book values on stocks
and look at the company's man-
agement;

• Buy quality growth stocks that
show 15% to 20% net increase in
annual earnings;
• Avoid stock tips;
• Have no halos around certain
stocks;

• Spread purchases over a pe-
riod of time;

• Be willing to admit you're
wrong (he quipped that he'd
written the original book of er-
rors);

• Cut off losses quickly; and
• Don't be too quick to take
profits. *

County puts
insurance in

one policy
NEW LEXINGTON, O.

-County officials believe they
have saved about $2,000 over a
period of three years by consoli-
dating insurance coverage on
county buildings and contents in
one policy.

The new arrangement allows
one check to pay the entire in-
surance bill "and will end writ-
ing vouchers and checks a num-
ber of times a year for insurance.
Some policies were for three
years, some yearly," according to
Mrs. Helen Tharp, commission-
ers' clerk.

The consolidated pact was
signed with Metzger Insurance
Agency here for coverage which
involves all county-owned build-
ings, contents and equipment ex-
cept those of the county highway
department, which will continue
to administer its own coverage.

The new policy carries a $100,-
000 deductible and costs $8,730
for three years. Metzger will
send each of 12 insurance firms

in the county its share of the
premium check. Total coverage
is $1,367,505.
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Floodlights, wire cages reduce
thefts for F/orida beer hand/er

. ST. PETERSBURG, Fla .-
Mercury floodlighting and a wire
cage have produced a cut in in-
surance premiums for the South-
land Distributing Co. here.

As a company wholesaling
Pabst, Carling and Blatz beer,
with an annual sales near $2,-
000,000, Southland experienced
the same problems of break-in
that plague many other distribu-
tors of beer and wine.

"You could almost count on
. having several break-ins every
year," said Sam Hardy, South-
land's manager. "There are the
small time thieves who aren't in-

terested in money, just beer."

THEN LIBERTY MUTUAL,
which writes all of Southland's
insurance, told Southland the
premiums could be reduced if
floodlighting was installed and
wire cage built to surround the
kegs of draft beer which occa-
sionally had to be stored out-
doors overnight.

"They told us to put floodlights
around the place so the outside
would be almost like daylight
and we'd find an end to break-
ins, and the premiums would
come down," Mr. Hardy said.
"This was done several months
ago and there have been no
break-ins since.

"Premiums came down some,
and they tell us that as experi-
ence shows the installations

work, they will come down even
more."

"WE HAVE TO MAKE sure

we have plenty of coverage for
our trucks," Mr, Hardy said. "In
this business, just let a beer
truck be in an accident and they
come down all over you."

Through Liberty the company
maintains $300,000 liability in-

Court awards

$30,000 for
bicycle iniury

. JERSEY CITY, N.J.-A wo-
man who said she was injured
when she tripped over a Western
Union messenger's bicycle has
accepted a $30,000 settlement in
her suit in superior court here.

Mrs. Maria Morgado, 47, of
West New York, N.J.. brought
her suit against Western Union
Telegraph Co., charging negli-
gence on the part of the messen-
ger.

Mrs. Morgado said she suffered
fractures of the left leg in 1965
when she tripped over the mes-
senger's bicycle at the doorstep
of her home.

According to the complaint,
Mrs. Morgado asked the messen-
ger for change of $10 to pay for
the telegram. When he told her
he had no money, she left the
house to get change at a corner
drug store.

Western Union reported it was
self-insured for liability claims. •

Penney's changes
Changes in the officers of J. C.

Penney Co.'s insurance subsid-
iaries include the election as

chairman of the board of J. C.

Penney Insurance Co. and J. C.
Penney Life Insurance Co. of

C. L. Wright, president of the
parent Penney Co. He is a direc-
tor of both subsidiaries. Murray
M. McColloch, a lawyer who

, joined the insurance firm earlier
in the year, has been elected sec-
retary.

surance for each accident. Mr.
Hardy said the cost is not exceed-
ingly high because the accident
experience of the company's
drivers has been good. Claims
have been few and mostly small,
he says.

Theft insurance, which in-
cludes possible theft from trucks
operated by driver salesmen,
covers the total amount of the

loss, less 50 cases. In other words,
the deductibles are measured not

in dollars but in case values,
since different beers are at dif-

ferent prices.
Southland maintains standard

coverage at full replacement
value for its warehouse, omces
and equipment, as well as mer-
chandise stored in the ware-
house. •

'No health insurance

premium, no work'
SOUTH CHARLESTON.

W. Va.-When the city failed
to pay its portion of health
insurance for the garbage
workers, they expressed their
feeling by walking off their
jobs,

The city council approved a
plan to pay $8 per man and his
family each paycheck com-
mencing July 1. However, the
strikers complained the city
hadn't done this.

Mayor L. 0. McIlwain said
the matter was a misunder-

standing and the city just
hadn't worked out a satisfac-

tory arrangement with the in-
surance company.

The mayor instructed the
payroll department to pay the
workers the $8 retroactive to

July 1. •

San Francisco public utilities
coverage down, costs lump

SAN FRANCISCO-Officials

af this city's public utilities,
which includes the Municipal
Railway, have discovered that
almost no one wants to provide
coverage for their multi-million
dollar department.

Mund, MeLaurin & Co., city
insurance consultants, report

only two bids have been received
from 23 brokers and insurance

companies requested for the
public utilities' insurance pro-
grarn.

THE BIDDERS, according to

Mund, MeLaurin, offered to
write insurance for the utilities

but with less coverage than pro-
vided in the last policy and at
nearly three times the cost.

In its last three-year policy,

the utilities got coverage for an
annual premium of $27,666, com-
pared to the new and current
bids of $74,500 and $75.481.

The coverage would vary for
the various departments oper-
ated by the public utilities. For
the railway. where most claims
originate, the insurance would
involve a $1,037,500 deductible.

For sums under that, the city
is, in effect, self-insured. Insur-
ance companies have not paid a
claim since 1959.

A fatal cable car accident last

year may have alarmed some of
the carriers, it is speculated. Wil-
liam J. Dwyer, director of ac-
counts for the public utilities,
said he may recommend that the
city insure itself "all the way"
and "forego paying premiums." •

workmen

me law ,

malces it , »<

emniyee
Denelit

The benefits of Workmen's Compen
sation to your employees are identical
no matter which company provides It

But the benefits to management

when Workmen's Compensation is
written byThe Homeareconsiderable

The Home has skilled specialists
to help you select the plan that's most
financially favorable to your company

The Home's safety representatives
help management establish accident

reducing working conditions

The Home's rehabilitation assistance

helps employees resume their
productive role quickly



Investment annuity: An
SAN FRANCISCO-A repre-

sentative of what he termed the

"smallest insurance company in
the U.S." described the "exciting
opportunities" of investment an-
nuity contracts for jointly trust-
eed pension plans.

Telling a workshop session of
the 14th annual educational con-

ference of the National Founda-
tion of Health, Welfare & Pen-

sion Plans Inc. of this relatively
new idea in employe fringe bene-
fits, John F. Bridges, senior vp of
First Investment Annuity Co. of
America, defined the difference
between an investment plan and
a variable annuity program.

"With an investment annuity,
the insurance company assumes
the risks of longevity just as
with a fixed or variable annuity,
but in an investment annuity the

insurance company does not in-
vest the money.

"ALL INVESTMENT deci-

sions are left to a joint board of

trustees or it may give this con-
trol to an individual member and

his chosen investment adviser.

Benefit payments will vary to re-
fleet investment results of the

personal annuity account estab-
lished for each member."

This is in sharp contrast to
fixed and variable annuities, in
which the insurance company in-
vests the funds in accordance

with its investment policy, Mr.
Bridges pointed out. "All the ma-
jor life insurance companies now
offer variable annuities, and they
all have similar investment poli-
cies," he contended.

The object of investment an-
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'exciting' new benefit
nuities, he said is "to produce in-
vestment results which will keep
pace with long-term changes in
the cost and standard of living,
as reflected by a widely diversi-
fied portfolio of stocks."

Mr. Bridges outlined the his-
tory of a hypothetical union
which adopted an investment
annuity program.

THIS UNION, he related,
which began its pension plan in
1950 with ten cents-an-hour con-

tribution and $75 a month bene-
fit, had by 1957 increased the
benefit to $150 monthly on con-
tributions of 20¢ per hour.

Union members then devel-

oped a schism, younger members
grumbling about seeing more of
their pay go to provide benefits
for older members, and old tim-

Comnensation

TIle Home
malces It

. a Denell!
top

management
100.

The Home's round-the-clock claims service

assures prompt, fair settlement.

The Home'sThico facility lets you budget
premiums monthly or quarterly,
annually or seasonally.

The Home's Workmen's Compensation-
combined with Home coverage
in areas of property, casualty, surety-
may very well give you a bottom-/ine saving
on overall insurance cost.

Get details. Get in touch with your
Home agent or broker today.

ers feeling that there wouldn't
be a union without their efforts
and that the benefits were still

inadequate.

The union then studied the op-
tions of investment annuity prin-
ciples.

ALL RETIREES would have

an option of $150 monthly for life
or to have the actuarial value of

this benefit used to establish an

investment annuity. The retirees
could elect that this · money be
invested in shares of a mutual

fund with a 1% sales charge but
could change the investment at
any time by converting to an in-
dividual policy (losing the rela-

tively low sales charge benefit).
Since 1958, the benefit has

grown to $308 monthly. How-
ever, for those who picked this

THE

HOME
INSUAANCE

COMPANY
59 Maiden Lane, New York, N. Y. 10008

Affiliates: The Home Indemnity Company
Peoples Home-Life Insurance Company of Indiana

option in 1962, the monthly bene-
fit dropped to $117 in 1962.

However, Mr. Bridges pointed
out, a controlled annuity rider
may be added to smooth out year-
to-year changes and to provide
benefit minimums and maxi-
mums.

The union then decided to al-
low a money-purchase with full
and immediate vesting for all but
the most transient union mem-
bers so that younger union mem-
bers could begin building per-
sonal accounts to supplement the
pension provided by the 20¢ an
hour contribution.

THIS SUPPLEMENTAL plan
set up in 1959 with a 10¢ an hour
contribution or $200 annually for
eight years built up to approxi-
mately $3,625, Mr. Bridges
showed. The contributions are

exempt from current income tax
and investments are allowed to
compound in a tax stfitered fund
which often can be more ad-

vantageous that direct cash in-
creases, he said.

In addition, the union devel-
oped a voluntary contribution
plan that qualified as a tax shel-
ter on the investment portfolio.
The plan had several alterna-
tives. For example, 8 union
member could buy varying
amounts of decreasing term in-
surance as part of the contribu-
tion, up to a 25% maximum.

In addition, the union member
may take out all or part of his
voluntary investment annuity to
pay off such things as a mort-
gage and he must pay capital
gains tax only on the net gain in
his account over the amount of
his contributions.

In conclusion, Mr. Bridges
said, "The pension trust already
represents the cornerstone of fi-
nancial security for most mem-
bers. Now it can become the
highly flexible source of addi-
tional benefits for personal fi-
nancial planning." u

Full cover plan
now offered by
Blue Shield

CHICAGO-Blue Shield
gained 2,500,000 policyholders in
1967, bringing the total number
covered by its plans to 62,500,000.
The bulk of this increase, 2,405,-
142 persons, was made in group
accounts, which numbered 1,-
212,975.

Blue Cross is switching to a
"full cover" plan among its
member associates.

A spokesman at Blue Shield
explained that two plans had
formerly been in effect: an in-
demnity plan, which paid a speci-
fic amount for a specific proce-
dure, and a service plan, which
paid bills in full for those people
whose incomes were below a

certain figure.

The income level of those peo-
ple under the service plan has
risen, the spokesman said, and
they are also receiving govern-
ment aid. "So with this develop-
ment," he continued, "it became
necessary for Blue Shield to
meet the demands of the market

and offer a program that would
pay services in full, without re-
gard to income level." He said
they have found that people will
switch to comprehensive health
care coverage with a slightly
higher premium.

A new, prepaid drug program
is also being developed by Blue
Shield and Blue Cross. •
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Pension bi// ...
Continued from page 16
at 20% and increasing 4% an-
nually up to 100%. Mr. Hill
pointed out that in some in-
stances the rate of increase of
graduated assets to vested lia-
bilities could be 3% annually.

REPORTS ON THE funding
status must be filed with the Sec-
retary of Labor within 150 days
after the end of the plans' first
fiscal year, every third year
thereafter or each year the plan
is amended to increase its vested
liabilities. In addition, copies of
this report must be made avail-
able to all plan participants who
have vested interests.

The Liability Insurance re-
quired must equal its vested lia-
bilities less the greater of (1)
90% of assets needed to meet the
required funding ratio or (2)
90% of actual assets.

Penalties provided for vio-
lations of the act, as enforced by
the Secretary of Labor, include
up to $10,000 in fines for individ-
uals, $200,000 for corporations
and up to five years imprison-
ment.

The Secretary of Labor may
also assess each plan to cover the
Cost of Administration of the
act, Mr. Hill said.

Mr. Van Deuren contended
that this bill, along with an In-
ternal Revenue Service proposal
that standard, rather than cus-
tom drawn, pension plans, be set
up raises the question, "What
further need do we have for
trustees anyway?"

Mr. Van Deuren said that the
authors of the proposed pension
legislation are suggesting "that
since Social Security provides a
basic work-related program, the
supplementary benefits present-
ly provided through private pen-
sion systems might be provided
better through a voluntary add

on to Social Security.

"THE REAL objective of some
of those proposing such legisla-
tion is to destroy our present sys-
tem of private employe benefit
plans and to force the assets of
these plans to be poured into the
Social Security system."

To illustrate what the private
pension system is doing, Mr. Van
Deuren previewed the results of
a pension research council study
by the Wyatt Co., an actuarial
firm.

The study covered plans
which, in 1966, had been in busi-
ness ten years or more with at
least 25 participants.

The study showed that for
plans 15 years old or older, assets
covered more than 93% of the
costs of aecrued benefits. In what
the study defined as the "benefit
security ratio," a ratio of market
value of assets to the cost to in-
sure all accrued benefits, plans in
effect from 10-14 years had a 74%

ratio; 15-19 years, 83%; 25-29
years, 95%; and for plans 35 or
more years, 100%, Mr. Van
Deuren pointed out.

THE STUDY showed that pri-
vate pension plans covered 26,-
600,000 persons, of whom 20,-
600,000 were in plans ten years
old or more.

The study revealed, Mr. Van
Deuren said, that 27.3% of the
plans have vesting in ten years
or less, 41.9% have full vesting in
11 to 20 years and 30.8% were
fully vested in 21 years or more.
The study also shows that rela-
tively fewer participants and
less dollar value of vested bene-
fits are in those late vesting
plans.

Mr. Van Deuren said that the
proposed legislation primarily
would hamper and restrict bene-
fit levels for more recently estab-
lished joint plans.

He said, "The death of the pri-
vate pension system may be clas-

GI insurance fortheunarmed forces.
Most insurance companies make it a policy to turn down

personal accident insurance on civilians who work in war-risk
areas.

AIU specializes in policies for them.
Not that other companies are heartless. The real problem

is that they're experience-less. And office-less. A staggering
problem when your policy-holders are scattered all over creation
and likely to get tied-up at the plant or construction site by a
wielded machete or an unwieldly monsoon.

The real reason AIU people aren't fazed is because we've
been in world-wide high-risk insurance for almost half a *
century. And we not only know where the dangers lie -
we've got them surrounded. We have offices in more than

200 cities, in more than 80 countries.
Anytime you're ready, any one of our 12 U.S. offices can

write the coverage your employee's specialty, assignment and
destination call for - even if your "employee" is a crew of Viet-
namese hired in the Mekong Delta or a dozen prize-winning.
salesmen week-ending in Paris.

Which means of course that we try to keep our finger on
more risks than you can imagine. That's why you'll even find an
AIU man at 11 Duong Nguyen Cong Tru, helping to.keep our

unimaginable risk file up to date.
0 For the latest information on our high-risk policies call

Saigon 21-203.
Or contact the AIU office nearest you.

CZ

WIU
AMERICAN INTERNATIONAL UNDERWRITERS

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

sified as suicide if after pension
managers by their own hand, as
part of the body of the private
pension system, learn the real
and full implications of the pro-
posed legislation, they do noth-
ing to affect its passage into
law." . I.

Study home
hea/th services

in Oregon
PORTLAND, Ore.-Blue

Cross of Oregon has disclosed it
is investigating home health ser-
vices to determine if this is a way
to cut the high cost of hospitali-
zation.

A pilot study in co-ordinated
home care is being conducted by
Blue Cross in co-operation with
Emanuel and Good Samaritan
Hospitals and the Visiting Nurse
Assn. of Portland.

"As hospitals.become more ab-
sorbed with the care of the
acutely ill patients, the welfare
of the convalescent patient is de-
emphasized, leading us to won-
der whether some patients
would not get well more rapidly
with the provision of nursing
care in their own homes," said F.
F. Dickson, executive director of
the health insurance firm.

HE EXPLAINED that the

growth of hospital prepayment
plans, along with a former sur-
plus of hospital beds. has re-
sulted in a movement of health
care from the patient's home and
the doctor's office to the hospital
center.

The "escalating" cost of hos-
pital services, as well as the
shdrtage of qualified personnel
to staff hospitals, now makes it
necessary to look for ways to
best utilize hospital beds.

"Medicare, through the devel-
opment of home health agencies
and the utilization of review re-
quirements, has influenced the
use of other than aci'te general
hospitals for health care," the of-
ficial stated.

It is feasible, therefore, he em-
phasized, to study the convales-
cent patient to see if it is possible
to care for him adequately in his
home.

Ontario fire
insurance law
effective Jan. 1

TORONTO-Amendments to

the insurance act passed by the
Ontario legislature last year,
have been proclaimed effective
Jan. 1 except for one which was
severely criticized by the two
opposition parties.

Purpose of the amendments
was to help est{ablish uniformity
of legislation across Canada and
to make the conditions for fire
insurance.

AN AMENDMENT that would
give the insurer the right to ter-
minate a contract with 15 days
notice, and the insured the right
to terminate on request, was not
proclaimed.

Opposition critics said the
amendment gives unfair advan-
tage to the insurance company
since it does not have to state
reasons for terminating a policy.
Leslie Rowntree, minister of fi-
nancial and commercial affairs,
said the amendment would not
be proclaimed law until he had
initiated discussions about it and



Describes insurer-insured link

in 'matrimonial-like' language
NEW YORK-A leading under-

writer described the relationship
of insurer and insured in almost

"matrimonial-like" terms at a

seminar on risk management on
special risks and markets here.

Harold E. Tornquist, president
of New Providence Corp., Provi-
dence, R.I., described what the

underwriter expects from the
buyer. He said that the partner-
ship formed is more harmonious

and beneficial if each partner
understands and respects the
other-his functions, his goals
and his needs.

"Shotgun arrangements (as-
signed risks), marriages of con-
venience (the underwriter didn't

know he was being had), or
whirlwind courtships (such as
some ill-starred beribboned

packages) have had less chance
for success than some teen-age

marriages," Mr. Tornquist said.
As to what the insurer needs

to know from the buyer, he
listed a whole range of subjects
such as what is management's

concept of risk assumption, what
is the corporate liquidity picture,
what is the policy with respect to
warehousing, is management de-
fensive or aggressive, where
does the insurance department
fit in, is management planning
ahead with new products, has
EDP affected the company, are
records duplicated, how are they
protected and so forth.

WITH ANSWERS TO ques-
tions, the underwriter can begin
to shape the contract determin-
ing the costs from his own true
knowledge, not from some politi-
cally inspired or bureaucratical-
ly produced rating method or
policy contract, Mr. Tornquist
said.

The buyer must keep the un-
derwriter informed about

changes in any area of the corpo-
ration and the buyer should help
the underwriter carry out the
loss prevention program.

He warned that the buyer and
the underwriter must work to-

gether as partners-not adver-
saries!

For the nondirect writing
companies, the broker is the
source from which the under-

writer can obtain a thorough
knowledge of the risks at hand,
said Marshall P. Larner, vp, Em-
ployers' Surplus Lines Insurance
Co., Boston. The broker, he
added, should have an intimate

picture of the financial structure
of his client, the hazards in-

volved in manufacture, the type
of raw materials composing the
product, the source of supply of
these raw materials.

"HE MUST ALSO know man-

agement's attitude towards such
things as safety engineering, em-
ployment practices and the eco-
nomic welfare of his commu-

nity," Mr. Larner advised. Plus,

as the insured's representative,
the broker must be able to give a
frank and realistic evaluation of

present day marketing condi-
tions and if adv@rse conditions

exist, the broker is well advised

to inform the insurance buyer
before the risk is marketed.

"It is better," he said, "to fore-
warn the insured of the possible

deficiency of coverage or the in-
creased cost than to spring it on
him at the last moment."

He suggested to brokers that
when a large line is being
placed, it is necessary that the
underwriter reserve the right to
be the sole market in order to

complete the line by virtue of
reinsurance. "It is senseless," Mr.

Larner said, "for two companies
or even a broker and a company
to approach the London market
on the same line."

In selecting markets, the bro-
ker should know them to the
point that he is cognizant of what

they can do for him. Most com-
panies have class restrictions of
one form or another' which us-

ually involve their treaty rein-
surance, he said.

MR. LARNER FURTHER ad-

vised that the initial submission

of a line to the underwriter by
the broker is ideally done by
mail followed by a visit in per-
son. Most brokers know what

they are looking for in respect to
premium coverage and "they
should state it."

The increased merger activity
in the insurance industry has
paramount effect on already
shrinking capacity, warned Ley-
ton B. Hunter, president, the
London Agency Inc., Atlanta. "I
suspect at least some of the
shrinkage of market stems, not

from the merger itself, but rath-
er from changes\in the reinsur-
ance set-up of the merged com-
panies coincidental with the

merger."
One factor he connected with

market shrinkage may be the

tendency on the part of the en-
larged company or group to take

a "larger bite" of retained liabil-
ity because of increased funds,

coupled with an effort to cut re-
insurance costs. m
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Does your group insurance help you
• ATTRACT GOOD MEN?

• IMPROVE MORALE?

• REDUCE TURNOVER?

/t can if your p/an 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

161 William Street. New York. N.Y. 10038
Ph: 212-964-9100
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You probably don't give a hoot whether some owls are wiser than others,
they alllook alike to you. Perhaps insurance companies look alike to you too.
After all, they do offer similar policies at similar prices, but right there
the similarity ends. The experience, the organization, the facilities, the
underwriting knowledge and the hundred-and-one extra services so vitally
important to you vary greatly. In serving the leaders of American commerce
and industry for almost a century we offer a unique combination of
business acumen and a flexible approach to underwriting problems, both
here and abroad-a large plus, yet Chubb service costs no more.

Subsidiary of THE CHUBB CORPORATION

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

UNDERWRITERS

Manager FEDERAL INSURANCE COMPANY • VIGILANT INSURANCE COMPANY

GREAT NORTHERN INSURANCE COMPANY • THE SEA INSURANCE CO., LTD.

THE LONDON ASSURANCE • ALLIANCE ASSURANCE CO., LTD. • SUN INSURANCE OFFICE, LTD.

Affiliated with PACIFIC INDEMNITY GROUP through THE CHUBB CORPORATION
Life, Personal Health, Group Insurance, Pension and Profit Sharing Plans through
THE COLONIAL LIFE INSURANCE COMPANY OF AMERICA
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Spiraling costs have made group life insurance and health coveages,
once called fringe benefits, of primary concern to corporate manage-
ment at all levels. In addition, today's more sophisticated employes,
before joining a company or relocating to another part of the country,
usually want to know the extent of these benefits.

However, the whole subject has become so complex, and involves so many new
trends, that corporate executives responsible for employe benefits often wonder if
they're on the right track when setting up or renewing their prog-ams. This is espe-
cially true when a company is located in an area where it's harder to meet similar
executives and thrash things out.

With these factors in mind, Business Insurance \s bringing out an edition November
18, which will place special emphasis on what's happening on a region-by-region
and industry-wide basis.

B/will run selected profiles of corporate group life and health pials and discuss new
trends in these areas, such as prepaid drug schemes, psychiatric benefits, rehabilita-
tion services, survivor's benefits and levels of life insurance and hospital coverage
for retired employes.

At the same time, 8/ will point out variations in health costs and benefits in various
states, and discuss methods of bringing these into line. Attention will also focus on
effective methods of claims control.

With union pressures for broader life and health benefits continually being felt, 8/
also olans to intErview key union executives to uncover their thinking on upcoming
benefit demands.

Key-man life insurance-while not strictly group ins-Irance-will also get scrutiny
from Business Insurance reporters. B/ plans to give coverage to current key-man
programs installed at corporations across the counsry, with emphasis on smaller
firms (200 to 1,000 employes) which are mos: vulnerab e to the loss of key executives.

Running through a!1 these stories ,vill be the crucial problem of how to hold down
the escalating costs of employe Drotection-and also how much protection em-
ployers should continue to give to retired employes.

With this special November 18th issue, 8/ hopes to provide its 35,000 plus readers
with some of the trends which will be shaping the groJp life and health field in years
to come, and aiso to present a picture of current practices in this turbulent area.

If you sell business insurance, financial/banking services or offer any products or
serv ces that reduce risks and protect people/property/assets-you should be
comminicating regularly in Business Insurance's unque editorial -isk protection"
climate to your cest customers and prospects-the 12,500 leading US. corporations
who hire almost :30.000,000 direct workers (almost 40% of the total U.S. labor force !).
Start your campaign in thespecial November 18th iss le!

Sales Offices. Alfred Malecki Myron A. Hartenfeld
Advertising Director Publishing Director Publishing: November 18,1968
630 Third Avenue 740 Rush Street

4£ - New York City, 10017 Chicago, 60611 Ad C/osing: November 6, 1968
Phone: 212-986-5050 Phone: 312-337-5200

business insurance
tn niVA Voll ACCARS AVArv-other-Mondav to the maior buvers of emolove. DroDertv and liability Drotection
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business insurance/perspective
What happens to fringes in a merger?
by Ned Miller, partner
Romm, Miller & Lazarus
New York

Ned Miller

.L

rn HIS IS THE age of the merger. Some4,000 mergers are expected to take
place this year. They will come about

for many reasons-accelerated growth,
stock appreciation, expanded sales, sav-
ings and warding off industry declines
through diversification.

These are some of the considerations

leading to merger on the part of the deci-
sion makers. What about the employes?
How do they feel? What is their attitude
about the merger? What does the merger
do to their feeling of security? Of senior-
ity? Of vested interest?

No small num6er of the employes will
find themselves out of jobs as the result
of the merger. This happens with all
mergers. In fact, it's one of the many
reasons for merger-resulting economies
in manpower. But the larger number of
employes remain. No two companies
merge and wind up with fewer employes
than each had before the merger. The
total number of employes may be dimin-
ished. But the combined operations em-
ploy more persons than either did pre-
viously as separate companies.

GENERALLY THE SCALE of pay re-
mains the same. What may just possibly
change most drastically is that particular
form of emolument referred to as

"fringes"-the various employe benefits

companies put in to reward tenure
and/or performance over and above sal-
ary. When two companies merge-usu-
ally on a statutory basis, with the ex-
change of the stock of one company for
the stock of the other, to avoid the im-
mediate payment of taxes-the fringes of
the company being merged into the other
are dropped, and the fringes of the sur-
viving corporation adopted. As a conse-
quence, there is bound to be some con-
cern on the part of the employes of the
company surrendering its identity about
the fringes they have enjoyed and are
about to exchange.

It is at this point that communication
between management and employed be-
comes of paramount importance. It is pos-
sible that no type of business is more
communication-minded than advertis-

ing-unless it be public relations-and
one of the really outstanding examples
of management-employe communication
during merger that we have heard of
took place during the recent merger of
the two advertising agencies West, Weir
& Bartel and MacManus, John & Adams.

Both agencies had long backgrounds
and each had previous merger or acquisi-
tion experience. Together they now com-
prise the 15th largest advertising agency
in the country, with such accounts as
Litton Industries, Pontiae and Cadillac,
ITT, Bendix, R. J. Reynolds Foods, the
Circus foods division of U.S. Tobacco,
Ciba and Sterling Drug.

IN THE PROCESS, West, Weir was
merged into MacManus, John & Adams
and the decision was made to retain the
name of the latter corporation. It was
also decided to adopt the fringe benefits
provided by MacManus. Both companies
had maintained policies of regular com-
munication among their many employes.
Under the terms of the merger, however,
it became apparent that West, Weir had
the major problem of communicating
change and all that the new order would
bring about.

Up to that time, West, Weir's president,
Walter Weir-a writer as well as an ad-
vertising executive-had pursued a com-
pletely open-door policy with his em-
ployes. Anyone was free at any time to
walk into the presidential quarters to
talk with the company's chief executive
officer-about any problems whatsoever,
business or family. Mr. Weir, in addition
met regularly with department heads to

Risk management
by George L. Head
direcfor of educational publications
Insurance Institute of America

Following is the Brst of a series of arti-
cles on the basics of risk management,
adapted from academic material prepared
by the Insurance Institute of America,
Bryn Mawr, Pa, The IIA conducts a
three-year national educational program
leading to the diploma in risk manage-
ment, one of the most widely recognized
marks of professiona competence for
corporate insurance buvers.

I N EIGHTEEN WORDS the purpose of
risk management is: To protect the
business firm from profitless risks so

that it can take full advantage of poten-
tially profitable ones.

Although the budding profession of
risk management is far too complex to be
wrapped up adequately in eighteen
words, one of the first principles of effec-
tively managing risks is to distinguish be-
tween potentially profitable risks, which
businessmen welcome, and profitless
risks, which they shun. To contribute
fully to the profitability of his company,
the risk manager must understand how
these types of risk are distinct and how,
by controlling unwelcome risks, he can
increase his firm's capacity to undertake
ventures in which the firm's management
foresees profit.

Businessmen seek out certain risks.
For example, a manufacturer of ethical
drugs devotes massive resources to de-
veloping a new medicine-willingly run-
ning the risk thal the research will be

keep them informed of company prog-
ress as well as problems so that they
could answer directly and informatively
any employe's question.

In addition, Mr. Weir sent personal
notes to every emp16ye and officer on his
or her birthday and made it a practice to
see everyone on his anniversary with the
company to discuss how he was doing,
how he felt about his job and to present
him with a bottle of champagne in cele-
bration of the event. The pattern of
communication, in other words, had been
well established and was, in fact, ex-
pected by West, Weir employes.

ANNOUNCING THE commencement
of merger talks, Mr. Weir next an-
nounced the impending merger and
the reasons for it and what it would
mean to the business. He then sent a
separate announcement to every em-
ploye specifically spelling out the differ-
ence between West, Weir fringes and
MacManus fringes, detailing exactly
what all employes could expect in the
way of fringes following the merger.

In terms of group life, for example, Mr.
Weir's memo explained that the con-
tribution formula would differ, but the
benefits would be greater. He announced
also that West, Weir employes would
gain a new accidental death and dis-
memberment benefit providing protec-
tion equivalent to the group life schedule
and at no cost. Employes were told that,
with the merger, they would have the
same salary continuation insurance but
that the waiting period would be con-
siderably shortened. They were informed
also that the new health program pro-
vided considerably greater benefits than
what they had previously enjoyed.

There was a difference in vacation
benefits. Instead of three weeks paid
vacation after five years, West, Weir em-
ployes would now have to wait seven
years; instead of four weeks after ten
years, they would have to wait 15 years.
However, Mr. Weir announced, for the
first summer former West, Weir employes
would vacation under the West, Weir
formula.

One of the major problems was profit-
sharing, which West, Weir had had for
many years. Ma(Manus had a totally
different plan for retirement, no less
generous but requiring an employe con-
tribution (matched by the company) and
with no increment from investment of

the funds. These facts were carefully
spelled out for West, Weir employes and,
in addition, they were told that the West,
Weir profit-sharing plan was being fro-
zen; that funds already in the plan would
continue being invested on a tax-free
basis for ultimate employe benefit; and
that everyone in the plan at the time
would be fully vested in proportion to the
funds already credited to him.

Following this careful program of
communication, a snag developed under
which legal merger of the two companies
was delayed a month and a half. Mean-
while, anticipating earlier merger, West,
Weir fringes had been cancelled and
West, Weir employes so notified. To avoid
confusion and concern, all West, Weir
employes were immediately notified of '
the merger delay and were assured that
management had reinstated all fringes
with the exception of Blue Cross/Blue
Shield, which could not be reinstated
once cancelled.

However, employes were told they had
30 days in which to pick up their Blue
Cross/Blue Shield Coverages on an indi-
vidual basis if they wished. West, Weir
management-when the 30-day period

not yet legally merged-decided to reim-
burse any employe with a hospitalization

point at which the MacManus major
medical program took over. Some em-
ployes subscribed individually but most

the as yet unmerged corporation.

merger and not always carried out so
carefully. However, as the management
of the now merged companies discover-
ed, the almost day-by-day appraisal of ,
the employes of the status of their fringe I
benefits paid off handsomely in the re-
tention of employe morale, a most vital
factor in any merger. •

Ned A. Miller, partner in Romm, Miller
and Lazarus, New York, has been in the
Aeld of instituting and communicating
fringe beneAt plans since 1955. He gradu-
ated from Bucknell University and at-
tended George Washington University
School of Business Administration and
New York University Law School. He is
participating in a personnet management
seminar at New York University.

a profit booster
fruitless or that a competitor will devel-
op a less expensive substitute. An appli-
ance dealer may be eager for a bank loan
to expand his inventory 50% when con-
sumer buying increases. He purposely
exposes himself to the risk of bankruptcy
if the economy sours, making him unable
to pay the loan. Finally, a businessman
who vies for a coveted license to operate
a cocktail lounge often is only too happy
to stake his livelihood against the chance
that the legislature may outlaw sale of
liquor by the drink.

BUSINESSMEN SEEK THESE risks
because, while losses are possible, the
probability of gain is larger or more al-
luring than the threat cif loss. While the
ethical drug manufacturer may see his
research budget go for naught, chances

are that the researchers will develop a
product on which the profits will be
greater than the costs of discovery and
production. The appliance dealer in debt
to the bank reasons that the potential for
added sales from his expanded inventory
is greater than the possibility of foreclo-
sure by the bank. And while it is possible
that the state lawmakers will put his
cocktail lounge out of business, the oper-
ator believes he will make large profits
from the lounge if they do not.

In contrast, all businessmen face some
risks which they dislike because there is
no legitimate way to profit from these
risks. The drug manufacturer cannot
gain from the disloyalty of a research
employe who sells secrets to a competi-
tor. To the appliance dealer, the bursting

Continued on following page
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perspective
Continued from preceding page a business venture generally are thought open a plant in the Middle East The human safety and bottlenecks to the flow
of a water main which floods the street m of as beyond the risk manager's respon- prospect of a facility near a large un- of production can be much more effective
front of his store and keeps customers sibility The traditional concept is that a tapped market was most attractive, but when incorporated early m the planning
away cannot be a source of profit-it can risk manager keeps his company safely the directors feared seizure of company process than when they are belatedly su-
only bring loss The cocktaill lounge oper- where 11 ls-he does not push ltS prOfitS property by an unstable government perimposed onto an existing facility or
ator can incur large losses, but no gains, ahead by taking speculative risks Only when the alert risk manager for operation For example, business inter-
if he is f6und liable under a liquor liabil- That is a dangerously myopic view of this firm was able to obtain an insurance ruption losses for a multiple-location
ity (dram shop) law By statute in 23 risk management It is true that risk man- cover against expropriation without firm can be reduced substantially if the
states, and by court decisions in others, agers do safeguard assets, and this func- proper compensation was the firm able to risk manager can convince his fellow ex-
one selling liquor may be held responsi- lion is essential to the continued profits move aggressively into a new foreign ecutives to build several plants which
ble for any injury or damage resulting of the firm But to make the split between market can operate independently rather than a

from the buyer's intoxication pure and speculative risks and to limit Risk managers have provided two series of interdependent facilities, where
Risks which offer only the possibility the risk manager strictly to pure risks spurs to wider use of radioactive mate- a stoppage in one closes down all

of loss but no chance of gain sometimes ignores a fundamental relationship be- rials, once apparently too hazardous for These examples are only a few illus

are called pure risks In the above exam- tween the two types of risks It iS this many firms to risk despite glowing profit trations of what a risk manager should
ples, espionage for the drug manufactur- relationship which is the key to risk possibilities First, they have encouraged be able to find within his own firm to
er, flood and business interruption for the management as a source of profit development of more nearly adequate convince top executives that risk man-
appliance dealer and adverse liability The relationship is this At any point property and liabillty insurance against agement can be a source of positive prof-
judgments against the operator of the in time, a particular firm has only a hm- perils presented by commercial nuclear its When senior executives come to view
cocktail lounge are instances of pure ited capacity to absorb losses-from ei- projects Second, risk managers for firms risk management as more than unpro-
risks ther pure or speculative risks-and still using radioactive materials have stressed ductive protection against disaster, the

survive The fewer or the less severe the mechanized handling of these materials risk manager should be able to obtain a
RISKS WHICH ALLOW FOR gains as pure risks it faces, the greater is the to reduce human exposure to radiation larger budget, or at least resist a budget

well as losses often are referred to as firm's freedom to undertake speculative It seems safe to presume that many of cut, for his department
speculative nsks In developing new risks for the profits they promise For the current uses of nuclear energy would One of the dangers of viewing risk

drugs the pharmaceutical house assumes example, the better ltS program for pre- have been forestalled or delayed without management as merely the safeguarding
the speculative risk of change in technol- venting and extinguishing warehcuse these actions by profit-minded risk man- of assets from catastrophe is that execu-
ogy The appliance dealer who expands fires, the greater the merchandise inven- agers tives in other departments may begin to

inventory undertakes a speculative risk tory management can, in good con- The many and varied methods by doubt the importance of risk manage-
of economic change The operator of the science, store in one warehouse Every which effective risk management can re- ment when many years pass without a
cocktail lounge takes some speculative activity businessmen undertake in quest duce operating expenses are chronicled serious loss ever striking the firm A risk
risk which is legislative m origin Be- of profit necessarily brings with it some in Business Insurance and other sources manager who is not "lucky" enough to be
cause changes in technology, m the econ- pure risks of loss But effective contrcl of Accident prevention, which reduces loss "blessed" with an occasional disaster
omy, and in laws can bring great profits these pure risks permits the firm to safe- of time and of other uninsurable re- from which he dramatically can rescue
or great losses, they are important ly commit more of its resources to a po- sources from mishaps, 15 widely recog- his firm may need to show his value in
sources of speculative, potentially profit- tentially profitable venture nized as a valuable risk management re- other ways The risk manager who can
able, risk Imaginative risk managers can in- sponsibility Instituting safety devices point to how he has generated profits by

The terms "pure" and "speculative" crease company profits in many ways, and techniques does involve an expense, removing barriers to potentially profit-
are merely convenient labels and do not most of which fall into one of two cate- but, in justifying this expense, the risk able ventures and by reducing costs of
carry any positive or negative value gories (1) removing deterrents to high- manager should not overlook the total current operations should encounter lit-
judgments Thus, undertaking a specula- ly profitable projects once thought too amount of premium credits which insur- tle difficulty in Justifying a budget suffiitive risk need not be foolhardy or un- dangerous to undertake and (2) reduc- ers may allow over a long period in rec- cient to carry out his responsibilities
wlse In certain circumstances accepting Ing costs, and hence increasing profit ognition of the one-time-only expense of
a speculative risk may be most prudent margins, on the firm's present activities installing a safety device This article w draum from material

As usually conceived, risk manage-
treated in greater depth m the Program

ment deals only with pure risks, the pro- ONE EXAMPLE OF REMOVING a IN THE SAME VEIN, a risk manager in Risk Management conducted through-
tection of the human and physical assets seemingly prohibitive deterrent to a prof- should seek to be Included in company out the U S by the Insurance Institute oj
of a firm against loss Any positive profits itable venture is a case of the manufac- planning sessions for any new facility or of America. 270 Brvn Mator Avenue, Brvn
generated from the use of these assets in turer whose board of directors wished to operation Steps to ellminate hazards to Mawr, Pa 19010

Giles on the law

Overevaluation of property can void policy
by John W. Giles
attorney-at-law
Washington, D.C.

of litigation involving overevaluation of Are the steps leading to the back held that accountants who carelessly
property in fire losses, and many fine of your office building in good re- prepared a financial statement for a debt-
lines have been drawn by the courts as to pair'; Don't bother to look now, but be or are liable to the creditor who relied
what is deception amounting to fraud sure they are so that the city policeman on the statement when he loaned money,

It is our suggestion that, instead of who climbs them to check your building even though the creditor and the ac-
sharpening your pencil and calling your for fire won't fall down and sue you countants were not in prlvity

accountants, you first call your lawyer The Vermont supreme court has ruled The court said, "An accountant should

and give him all the gruesome details that a city policeman, injured when the be liable in negligence for careless finan-
Fire insurance policies generally require steps leading to the back door of a busi- cial misrepresentations relied upon by
the insured, in case of loss, to give notice ness establishment, collapsed while he actually foreseen and limited classes oi

la' -/J- h.
to the insurer and furnish proof of loss was following his usual practice of look- persons "

ing for fires, iS entitled to recover from While we are not certain that all ac-

THE OBJECT OF THESE provisions is the person who controls the premises counting firms are duly insured, we hope

to give such notice to the insurer so as to The policeman, in the opinion of the that they may see these words for what
enable him pI omptly to make a survey of court, was a business visitor His entry they are worth
the insured property, determine the onto the steps was not to chase a thief or ***

amount of loss, and protect himself burglar, it noted If we are being a bit old-fashioned we

Your lawyer should assist you in filing It's nice to know that the police are will take the reprimand, but it seems to

the proof of loss This is a wise precau- always on business when they are look- us that the wise insurance buyer will do

tion against overevaluation If you have ing around your premises at night, but well not to trust his memory We believe
filed the proof of loss without consulting apparently sorneone has to worry about that there is no segment of a business
counsel, and it is erroneous, you put the the condition of the back steps Fortu- which requires more adequate records
burden on youi lawyer of showing to the nately, the court did not suggest a red than the insurance department

company that the valuation was an hon- carpet A record should be kept of evei y con-
.**

I est mistake, due to your inexperlence versation with your broker or agent--

with the policy terms and with such bum- Frankly, we are glad that we are asso- what he said and what you said-and this
ness rnatters ciated with the insurance business for one should be extended to every telephone

Why put the cart before the horse, important reason Never was there a conversation involving any claim that
John W. Giles Why not call your lawyer first It often time when the courts seem to be creating may be later referred to your insurer

happens that no account of stock was new situations of liability wherein the in- This procedure is of particular help to
taken previous to the fire and the books surance companies can usefully serve your insurance company in its investiga-

were consumed, so that no basis existed This thought is generated by a recent
tion of the claim Of course, you may

by which the amount of the loss could be decision by the U S district court holding
insist you are too busy to clutter up your

I F A FIRE OCCURS and you suffer checked with any degree of accuracy life with details, but there lS nothing

a loss, please do not sit down with the These are all matters which your law-
that privily is no longer a prerequisite to like "Sorry, my friend, but according to

attitude that here lS a chance to get yer can properly present to the company
hold a careless certified public accountant my records you did say that on Aug 11,

back all those premiums you have reluc-We wish you no fires, but we hope that hal:)le for economic loss Formerly, a 1967, you said this"
tantly paid over the years you will avoid the pitfall of overevalua- CPA was not liable for negligence absent Some of these old-fashioned remedies

FL-.*- 1. .=.r. 1--nn .-. f.. 1-:anAnne nvnnint t,An Tt hs:q vnlried manv a nolicv
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And besides the gold watch, Wilson, here's the $100,000
you won in your employee benefit law suit against us.

It could happen to your <<-
firm, you know. The legal
precedent was set 5 years
ago in a now-famous case
where a retired employee's *
widow wasawarded $73,000.
Why? Because the courts
said years before his employer had not properly
informed him of the benefits available through
the company's pension plan.

That's when a St. Paul agent called on us
and in a flash of business insight we invented-
you guessed it- Employee Benefit Programs
Liability Insurance. Obvious invention, may-
be, but still comforting. And still the only
policy of its kind ofTered, exceptas an endorse-
ment to regular liability policies. (Naturally,

we'll also sell it as an endorsement if you
wish. We'd hate to let exclusivity stand in
the way of a sale.)
Pertinent. Salient and other facts.
Employee benefits now amount to about
25 % of most payrolls...a hefty piece of
change to be responsible for in any com-

pany. Since the $73,000 precedent-setting case,
there have been even bigger claims. And, in this
age of acquisitions and mergers, the chances for
error are greatly magnified. Yet...

You re liable if you fail to advise an employee
as to what benefits are available.

You're liable jor incoTTect interpretation of a
benefit program.

You're liable for errors iT, handling *records.
You're LUCKY though. because Fjoll can pro-
tect your company against all these liabdities
inexpensively (i.e. cheap) 70:th our Employee
Benejit Programs Liability Insurance.
How inexpensively (i.e. cheap)? An agent
can probably tell you over the phone. We
are sure it will be much. cheaper than a
$100,000 retirement banquet.

THE ST. PAUL
INSURANCE COVIPANIES

// i m

Sewing you around the world... a-ound the clock
C * 0 t. ./.-----,-./.--
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Oi/ rigs...
Continued from page 9

for the next decade.

EBBING CAPACITY has been
caused mostly by heavy and total
rig losses, which have plagued
marine insurers since offshore
drilling became widespread in
the early 19505. Those two fae-
tors dimmed U.S. insurers' hopes
of getting an oil rig syndicate
started earlier this year.

Douglas Barlow, insurance
manager, Massey-Ferguson, pro-
posed a scheme whereby U.S.
industrial companies would
create their own capacity by be-
coming incorporated writers of
insurance.

By becoming insurance writ-
ers and reinsuring each other,
said Mr. Barlow, there would be
a relatively safe spread of risk
and the pressure would be taken
off established insurance writers

which are faced with' taking on
excessive catastrophic coverages.

FOR THE MOST part the bulk
of the offshore insurance market,
which is limited to about 200

drilling vessels, is expected to
remain in London, although U.S.
insurers like INA are expected to
muster -some domestic capacity.

Some marine underwriters say
the cycle of frequent and severe
losses has passed and they expect
a period of relative calm, a pre-
diction not entirely unrealistic in
view of sophisticated construe-
tion of some new rigs and the
early retirement of old drilling
vessels.

Safety has been a factor over-
looked by oil rig operators, ac-
cording to an insurance company
spokesman.

"Rigs come in all shapes and
sizes," he said, "and universal
safety procedures and equip-
ment should be incorporated
while the rigs are on the drawing

boards."

As the oil companies expand
into new regions, such as the At-
lantic Ocean and Irish Sea, he
continued, rig builders should
take into account that rigs
should be designed to withstand
perils peculiar to those areas.

FOR THE MOST PART old

rigs are usually retired after 15
years, and one insurance under-
writer said superior construction
of new rigs makes them a much
safer risk.

For example, the Offshore Co.
is building a new type mobile
drilling rig representing a signifi-
cant advance in exploratory
drilling technology.

Under construction in Scot-
land at a cost of $8,800,000, the
rig was designed with superior
stabilizing features, according to
a company spokesman.

ABLE TO CROSS the ocean

without the aid of tugs, the rig,

t

412**.*-1-r '552.
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Plans by the oil industry -to exploit new oil and gas fields in the hereto-
fore unexplored U.S. Atlintic coast and the Irish Sea mean construction
of high-valued offshore equipment such as the floating refinery above.

which can accommodate 72 peo- In the U.S. alone, estimated
ple, will have its own naviga- annual domestic expenditures
tional controls and equipment for the offshore drilling industry
comparable to regular ocean-go- reached about $1.36 billion in
ing ships. It will have a fuel 1967, according to Richard J.
range of 7,000 miles and a top Howe, general manager, Esso
speed of seven knots. Production Research.

While there are many prob-
From 1946 to 1967, the oil eom-

lems to be solved, both insurance
and operational, the offshore pany executive estimated that -
drilling market is expected to total domestic expenditure
move ahead. reached at least $8.7 billion. •

Report second rig /oss
NEW ORLEANS-A second

major ofTshore drilling rig loss
last month, causing an estimated
$2,000,000 in damages, is nof ex-
pected to dim a U.S. insurance
company's hcpes of f nding in-
surers willing to participate in
the offshore market.

The disaster occurred to the

"Little Bob," a rig owned by
Coral Drilling Co. and leased to
Gulf Oil Co., when eseaping gas
exploded and engulfed the rig in
flames.

An insurance source said it

was a total .oss caus.d by the
intense heat, which nelted the
superstructure and floor of the
rig, resulting in a derrick col-
lapse.

THE "LITTLE Bok" loss fol-
lowed in the wake of a loss to a

Crown Petro.eum Co. rig, which

7

sank causing total damages of
S732,000. Both losses occurred in
the Gulf of Mexico off the coast

of Louisiana and were insured in
the London market.

The two losses are not ex-

pected to slow down a scheme
spearheaded by Insurance Co. of
North America in which the firm
will invite domestic insurers to
participate in the rig business.

Basically the Philadelphia-
based insurer will write the issu-

ing policy and each participating
insurer will be required to take a
specific percentage of the risk.

"The companies will have to
follow the fortunes of INA," said
John Armstrong, assistant vp.

ACCORDING TO Mr. Arm-
strong the plan is expected to
start in October and the exact

Continued on page 39

are some

risk managers
better

managers?

We think so. Trese are the managers who are constantly 1
improving the r company program... simplifying...
innova.ing... obtaining more real protection, yet doing it
econonically.

The formula cf success for many of these alert insurance
managers has ncluced an objective study by Corporate
Policyl-olders Counsel, Inc. We aren't a market, nor are

1 we producers. We are a group of professional insurance ,
specialists who are well qualified to augment a company ,
insurance staff... provide recommendations on questions
that reiate to insuranze... and to see that these approved

 recommendations are successfully carried out.Is it possible *ve could help you achieve better insurance
management? -et's talk it over. Corporate Policyholders
Counsel, Inc., 20 N. Wacker Drive, Chicago 60606, Phone
Area 312/FR 2-8225. Send for Brochure CP-68

# Pm/em#mms B#viv#EL. INB



To seek court re/ief

on 3% tax ho/douts
TRENTON-If corporations

which have plants and factories
located in New Jersey refuse to

pay a 3% tax on surplus lines
premiums paid to out-of-state in-
surers, the insurance department
will seek retribution in the

courts, according to Horace Bry-
ant, deputy commissioner of
banking and insurance.

The move by the state to col-
lect the tax stems from a case

decided last July in the state su-
preme court, in which Rosecliff
Realty Co. was ordered to pay
$15,000 for taxes owed the state
for insurance premiums paid to
Lloyd's of London from 1960 to
1963.

In Maryland, where a tax on
surplus lines insurance is in ef-
feet, Newton I. Steers, insurance
commissioner, said the New Jer-
sey case rekindles debate over
whether a corporation domiciled
out-of-state is required to pay
surplus lines tax for premiums
paid to insurers not licensed in
the state in which a plant or fac-
tory is located.

States such as Arkansas, Mich-
igan and Pennsylvania have
been more lenient toward corpo-
rate buyers by granting indus-
trial exemptions or special al-
lowances.

IF THE NEW JERSEY case is

upheld in higher courts, it would
come in conflict with the Todd

Shipyard case in Texas in which
the U.S. Supreme Court held
that a state tax on premiums
paid by Todd was unconstitu-
tional because the contract for

insurance was made outside the

state.

Celanese Corp., a New York-
based firm with operations in
New Jersey, said it doubts if the
state can legally collect the tax
because of the precedent-setting
T6dd case.

Other corporations, such as
Radio Corp. of America, General
Motors and Ford Motor Co.,
which have plants in New Jersey

but are domiciled elsewhere,
have not moved against the state
because there have been no at-

tempts made to collect the tax.
According to Mr. Bryant, any

No date set

on steel suit
WHEELING, W. Va.-No

date has been set for the pre-
trial hearing of Wheeling
Steel Corp.'s $5,400,000 suit
against its insurance agency,
Lee C. Paull Inc., and the
agency's chairman, Lee C.
Paull Jr.

The proposed rnerger of
Wheeling Steel and Pittsburgh
Steel is not expected to have
any effect on the suit, Bitsi-
ness Insurance was told. For-

mal merger agreements may
be concluded this month.

The Wheeling suit charges
that Mr. Paull and his father,

Lee C. Paull Sr., purchased
for Wheeling certain types of
insurance, including liability,
"far in excess of its needs and

at costs grossly disproportion-
ate to losses reasonably to
be anticipated based upon
Wheeling's own experience."

Both the Paulls served on
the board of directors of

Wheeling Steel, and during
the period complained of,
Wheeling didn't employ an
insurance manager. •

state which refuses to pay the
tax is stating in effect that "it
is above the law."

Out-of-state corporations, he
said, are receiving services from
New Jersey such as police and
fire protection. In addition, he
continued, the industry giants
have a public relations image in-
volved which would become tar-

nished if the individual taxpayer
learns he has to pay higher taxes
because of a "giant" corpora-
tion's reluctance to pay their
share.

Most corporations domiciled in
New Jersey, such as American
Cyanamid and Campbell Soup
indicated they have been paying
the tax all along, according to a
Business Insurance check. •
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Ohio approves group-type auto
COLUMBUS-The way was

cleared by Ohio insurance direc-
tor Eugene P. Brown for payroll
deduction automobile insurance

when he ruled that the rate filing
of Transportation Insurance Co.,
Chicago, a subsidiary of the
Continental National American

group, does not violate Ohio in-
surance laws.

The Chicago firm had proposed
to sell automobile insurance un-

der a "mass marketing" program
that includes collection of per-
sonal auto insurance premiums
from the employer through pay-
roll deductions.

Mr. Brown said he delayed rul-
ing on the proposal until he had
carefully analyzed the evidence,
which was presented at a hearing
June 26.

Several other companies,
including Columbus - headquar-

tered Nationwide Insurance,
have been studying the plan,
which has the advantage of pro-
viding cheaper coverages be-
cause of lower overhead, an in-
dustry spokesman said.

MR. BROWN SAID "a thor-

ough study of the filing itself, the
evidence submitted at the hear-

ing and the briefs filed" indicates
that the proposed sale of person-
al automobile insurance through
a payroll deduction program
"does not violate Ohio insurance

laws governing such filings." He
dismissed all charges originally
made.

In another ruling, Mr. Brown
canceled a hearing called by for-
mer insurance director William

Morris, in which 7% liability and
4% collision coverage rate boosts
by Allstate Insurance Co. were

challenged as excessive or un-
fairly discriminatory.

He said figures submitted
along with the filing indicated
that Allstate's business profits
for the previous five years were
6.7%.

FURTHER INFORMATION

provided by Allstate showed the
company had an average annual
profit of only about 2%.

Similar information was ob-

tained from rating technicians
within the Ohio department of
insurance, Mr. Brown also re-
ported.

fIe said there was no point in
conducting a hearing, inasmuch
as company earnings were low
and there was no basis for coun-

termanding the rate increases
which had been collected from

the filing date.

it takes all kinds

No One Specialist Can Cope with All
The Complexities Of Employee Benefits

aII

...

Alexander & Alexander has a coordinated team

of specialists that have been guiding many
companies through the maze of these con-
stantly changing problems year after year.

Our Personnel Coverages and Actuarial Divi.
sions can help you design and administer
superior employee benefit programs. We
also offer highly competent technical counsel
and service in these critical areas of benefit

planning...

Meshing Employee Benefit Programs

in Mergers and Acquisitions

Advance knowledge of unfunded liabilities and
conflicts between programs spells out the dan-
gor areas for you. A&A then helps you avoid
these, preventing expensive and damaging
miscalculations.

Foreign Employee Benefits

Alexander International can help you solve
benefit problems anywhere in the world. We
have special facilities and know-how also for
dealing with thetroublesome benefit problems
of third-country expatriates.

Employee Communications

The best program is not fully effective unless
people understand it. A&A pioneered in this
area through its subsidiary, Benefacts Inc.,
which offers computerized personal annual re-
ports to each employee.

Projections of Pension Fund Flows

Your management needs long-range projec-
tions of pension fund growth if it is to plan in-
vestment programs wisely. A&A consultants
can help you by making these projections.

&

...

Investment Performance Evaluation

Objective evaluation of fund performance is a
measure of efficiency. A&A can assist you in
making this critical test.

Labor Negotiations

Hard facts on the cost of benefits are keys to
good bargaining on benefits. A&A can give you
these facts in advance, and can assist you at
the bargaining table.

Coordination of Program Elements

Many benefit programs "just growed." Gov-
ernment benefit programs have been added
and expanded. A&A specialists can study your
plans and assist you in revising these into a
modern, efficient, streamlined program.

Cost Control of Health Care Programs

Professional, periodic study of how your ex-
pensive health care programs are designed
and are operating in practice can help control
costs without impairing the program.

Key Man Compensation

Selective benefits are vital to recruitment and

retention of good executives. A&A can assist
you in this sensitive area.

Key Man Insurance

This must be tailored to provide ample protec-
tion to your company against the death of top
management or key members, whose loss can
damage corporate progress.

If you are interested in more detailed informa-
tion on any of these critical areas, contact a
Personnel Coverages Division specialist atyour
nearest Alexander & Alexander office.

LEXANDER & ALEXANDER
incotporated

Consulting Actuaries Employee Benefit Consultants
Insurance Brokers Average Adjusters

ATLANTA · BALTIMORE · BOSTON.· CHICAGO · CLARKSBURG · LOS ANGELES · MIAMI · NEWARK

NEW ORLEANS · NEW YORK · PARIS · PHILADELPHIA · PITTSBURGH · SAN FRANCISCO

ST. LOUIS · TULSA · ASSOCIATED BROKERS THROUGHOUT THE FREE WORLD

ALEXANDER & ALEXANDER SERVICES LTD. · CALGARY · EDMONTON · MONTREAL · TORONTO · VANCOUVER

Affiliates: ALEXANDER & ASSOCIATES, DALLAS · HOUSTON

-
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Air France liability
on air crash muddled

NEW YORK-An Air France

twin-jet Caravelle which
crashed in the Mediterranean

Sea killing all 89 passengers and
a crew of six is estimated by U.S.
aviation insurance sources to

have hull and liability losses ex-
ceeding $4,500,000, most of which
was covered by the London mar-
ket.

The hull loss value of the Car-

avelle, which was in service for
only six months, was placed at
$3,500,000. The extent of the lia-
bility loss is still unknown be-
cause of modifications and confu-
sion over the Warsaw Convention

which originally limited liability
to $8,300 a passenger.

The Warsaw treaty was modi-
fied in the 1950's by another
treaty known as the Hague Pro-
tocol which raised the liability
limit to $16,600, but was never
approved by the U.S.

IN 1966 the Montreal Agree-
ment raised the limit to $75,000 a
passenger. Frederick B. Lacey, a
Philadelphia attorney, said the
Montreal Agreement is still
largely untested because of a
lack of court decisions.

International carriers flying
into the U.S. have agreed to a
limit of $75,000 a passenger.

To further complicate the
issue of an airline's liability,
many countries, whose citizens
are flying within the country on
board a local airline, restrict
coverage to $8,300 per passenger.
Most of the passengers on board
the Caravelle were said to be

French citizens returning from
vacations in Corsica, a French
island in the Mediterranean.

In the Caravelle crash, a

U.S. insurance source said, the

amount of liability claims to be
paid each passenger would de-
pend on how the person was
ticketed, namely the point of
origin and ultimate destination
as well as intervening stops. He
said most passengers were prob-
ably limited to $8,300.

MOST OF the Caravelle loss
was covered in·the London mar-

ket although Camat, a French in-
surance company, and U.S. insur-
ers were said to have shared

some of the loss either directly or
through reinsurance.

According to Air France, the
pilot was trying to make an
emergency landing after having
radioed the airport tower that an
engine was on fire. The plane
crashed ten minutes short of the

runway in Nice, Italy. •

Hike rates

on 0/d ships
NEW YORK-An insurance

penalty on cargo transported
aboard vessels built before 1953

has been established by British
underwriters, a charge that will
be borne by the shippers through
a readjustment of shipowners'
freight rates.

The penalty, which is expected
to become effective October 1,
was necessitated by a continuing
trend of major losses on older
vessels, according to London un-
derwriters.

Previously, a penalty was
charged on vessels when they
reached the age of 20 years-
which means the new adjust-
ment reduces the definition of an

old vessel by five years. •

Fender dents, retail store arson
face HoHman in new risk post
LOUISVILLE, Ky.-Norman

HofTman has taken on a risk

management challenge that ex-
tends from fender dents on

Memphis taxicabs to fires
touched off by arsonists at
Puerto Rican retail stores.

As newly appointed corporate
insurance director of National

Industries Inc. headquartered
here, Mr. Hoffman will oversee
the placement of property, liabil-
ity and employe benefits cover-
age for a complex of companies
with aggregate sales of more
than $300,000,000 and 18,000 em-
ployes. Insurance premiums for
National Industries total more

than $2,000,000 a year.
Under . Mr. Hoffman's risk

management wing are the di-
verse perils that confront Haw-
thorn-Mellody Dairy in Chicago,
Yellow Cab Cos. in Louisville

and Memphis, Cott Beverage Co.,
Columbus Stove Co., Kingwood
Oil Co., LaSalle National Insur-
ance Co. and Retail Centers of

America, among several others.
"YOU CAN CALL this job a

challenge," Mr. Hoffman said
modestly. "It will involve sur-
veying every single company and
the coverage it now has. We will
consolidate policies to get the
broadest possible -coverage con-
sistent with local service, and we
will use the size of our insurance

program to achieve a volume
discount.

"I should make it clear that

each subsidiary will retain its
safety engineering department
and personnel department cap-
able of administering the group
insurance programs. But every
insurance contract will be nego-
tiated here at the headquarters
of our relatively new company,"

WE TAKE PLEASURE IN ANNOUNCING THE MERGER OF

MILLER & AMES

(A CALIFORNIA CORPORATION)

into

CORROON S BLACK CORPORATION

The executives and staff of each organization will continue to operate from
their present locations, and the complete facilities of both firms are now
available to all clients.

Commencing immediately, the business will be conducted under the
names of -

IMILLER & AMES - CORROON & BLACK

255 California Street, San Francisco, California 94119

(415) 981-0600

3600 Wilshire Boulevard, Los Angeles, California 90005
( 213) 386-2360

CORROON & BLACK CORPORATION

150 William Street, New York, N. Y. 10038

(212) 732-4900
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Norman Hoffman

Mr. Hoffman added.

He said that National Indus

tries' transportation division is
already expert in handling its
fleet coverage and that· the oil
division in Oklahoma has experi-
ence with. the unique insurance
and loss prevention problems ·of
the oil business.

"I'M NOT GOING to upset their
applecarts until I know as much
about their coverage problems as
they do; anyway, I don't profess
to be an expert on the insurance
problems of all of our diverse
companies," Mr. Hoffman told
Business Insurance.

Prior to assuming his risk
management post with National
Industries, Mr. Hoffman was ad-
ministrative vp of Tobin & Tobin,

a commercial lines agency in
Miami, Fla., which serves a

number of major corporate ac-
counts. National Industries an-

nounced that his appointment is
"another step in the policy of
providing technical services to
its subsidiary companies on a
company-wide basis."

Mr. Hoffman, who started in
the insurance business in 1941 as

an office boy, has taught princi-
ples of insurance and CPCU
classes at the University of Mi-
ami and other colleges. •

Risk cost ...
Continued from page 1

which are subject to reduction
by the risk manager."

MR. LONG SAID that com-

puterized central information
systems offer "exciting possibil-
ities" for increasing efficiency
and lowering costs. He noted
that in addition to analysis po-
tential, identification of risk can
be enhanced by computer pro-
grams which determine potential
risks through trend projections
of prbperty values, actual losses
of unusual concentrations of ex-

penditures or sales.

Computerized risk manage-
ment information will also pro-

vide the basis for risk manage-
ment control of past decisions.
Mr. Long stated.

"The quality of quantitative
work done by the risk manager
three to five years from now will
depend on the quality of the
planning and date collection
being done now," according to
the Standard Oil executive.

Risk management today recog-
nizes that "hazard losses"-

whether arising from risks
which are "insurable" or "unin-

surable"-have the same nega-
tive effect on the financial status

of a capital investment, Mr. Long
explained. •

Faison named vp
Seth S. Faison, assistant vp of

the production and coordination
department of Johnson & Hit
gins, New York, has been elected
a vp. Prior to - joining J&H, Mr.
Faison was insurance division

manager of the American.Man-
agement Assn. and employe -ser-
vices manager for the National
Broadcasting Co.

D&0 ...
Continued from page 1

suit," according to John P. Olsen,
insurance manager of Ingersoll-
Rand and a Business Insurance

columnist. "In effect, the corpo-

ration would be paying the offi-
cer for the amount they had just
recovered from him," he said.

Under a new Delaware corpo-
ration law, however, the director

or officer can recover his legal
expense if he acted "reasonably

and honestly"-even if he loses
the derivative suit.

BUT THE GLEN Alden D&0

coverage would really come into
play to cover against third party
suits filed by disgruntled stock-
holders who would have liked to

be privy to the inside informa-
tion about Schenley, explained

one underwriter who specializes
in the coverage.

Directors' and officers' liability
insurance has two forms-one

protecting individual executives
if their corporation's bylaws
don't allow the company to in-

. demnify officers and directors,
and the other compensating the
firm itself for indemnifying· ex-
ecutives if bylaws permit.

Although there are several
major exclusions to the D&0 pol-
icy covering individual execu-
tives-including dishonesty and
unjust enrichment-the form in-
demnifying the corporation itself
has only a "prior insurance" ex-
clusion. Because it would be con-

trary to public policy, neither the
insurer nor the corporation can
indemnify officers and directors
for fines or penalties exacted by
the courts or the government.

THE BIG QUESTION in all
the "insider" cases, according to
insuranceunderwriters,is
whether the courts would inter-

pret the executives' actions in
giving out inside information to
some and not to others as dishon-

est or unjust enrichment-which
are both exclusions under the

D&0 form covering individual
pfficers and directors.

Up to now, no D&0 policy has
ever been taken into court for

interpretation, and, as one insur-
ance manager put it, "the spectre
that continues to hang over" the
D&0 situation is that the courts

have yet to decide what can be
covered and what can't.

The secretary of one big na-
tional variety chain store told
Business Insurance the frm's

board of directors has just
turned down D&0 coverage "be-
cause you don't know what
you're paying for."

Another hangup, say insur-
ance buyers, is the cost. The

price of the coverage has rnore
than trebled on new policies in
the past two or three years. One
broker said insurers are now get-
ting $200,000 for a D&O policy;
the sarne coverage could have

been bought for $40,000 to $50,000
two or three years ago.

ONE INSURANCE manager for
a major industrial firm said that

D&0 coverage would cost his
company more than it's paying
for umbrella liability coverage.

One of the biggest D&0 poli-
cies in the U.S. was taken out by
General Motors in November of

last year. The coverage, through
Lloyd's of London, is a single pol-
icy that covers the corporation's

liability under the indemnifica-
tion provisions of its bylaws, and
the officers and directors for in-

dividual liability which they
might incur.

The corporation does not pay

the premium for its officers and
directors liability portion, but
only for coverage on the corpo-
ration itself. The officers and di-

rectors pay for their own indi-
vidual policies and can decline
coverage if they choose. •



NEW YORK-Hamilton
Watch and Shell Oil companies
have begun campaigns to get
their dealers, jobbers and dis-
tributors to participate in in-
sured benefits programs.

The program developed by
Modern America Cos., Dallas,
and endorsed by Hamilton
Watch, Lancaster, Pa., offers the
independent businessman a re-
tirement plan "tailored to his
needs," said William G. Gass-
man, director of market develop-
ment for Hamilton Watch.

The Shell Oil program de-
veloped by Percy H. Goodwin
Co., San Diego, offers specially
designed medical insurance to
independent marketers, their

employes and dependents. The
program is tailored to meet vari-
ations in medical costs in various
parts of the country.

IN EACH CASE the parent
company acts as a catalytic
agent in getting its independent
businessmen to participate in an
insured benefits program; the
parent company helps set up the
initial contact in introducing the
program.

In the Shell Oil medical bene-
fits plan, the hospital semiprivate
room charge prevalent in the
participant's area determines
which one of the six different
room and board limits can be
purchased.

Depending on the region, the
program provides $2,000 life in-
surance, hospital room payments
from $20 to $45 a day, surgical
benefits of from $700 to $1,100,
and major medical coverage
from $10,000 to $15,000. Other
features of the plan include au-
tomatic coverage of spouse and
unmarried children from birth to
19 and to 24 if children are in
school:

It is recommended that Shell
dealers pay 50% of the cost of the
plan for employes but minimum
required contribution is much
less, according to the Goodwin
CO:

Oi/ rigs ...
Continued from page 36
amount INA will write on any
one rig will depend on the par
ticipation of domestic insurers.

Originally the firm set its
sights on $2,000,000 for each rig
based on an estimate of how
many companies could be ex
pected to join in writing the off
shore business.

Other schemes which failed to

get off the ground such as the
American Marine Drilling and
Exploration Insurance Assn. are
not expected to be revived, ac
cording to John Ricker, presi
dent of the Marine Office of
America.

Scoring self-insurance plans
and a captive insurance company
set up by Humble Oil Co., Hous
ton, Mr. Ricker said rig operators
and the oil companies don't seem
to understand the "spread of
risk" principle.

"THERE ARE only about 200
high-valued rigs in existence," he
said. "Moves toward self-insur
ance and captive companies only
diminish the spread of risk that
much more."

Mr. Ricker also pointed out
that most losses in the rig busi-
ness are total losses. Offshore
drilling rig companies will have
to realize they need a U.S. insur-
ance market willing to write the
business, he said.

In the western marketing
region the program will be of-
fered by Goodwin and in the
East, South and Midwest, by
Davenport-Dillard of Washing-
ton. Bankers Life Co., Des
Moines, will underwrite the plan.

The retirement plan offered
Hamilton's independent busi-
nessmen gives a participant a
choice between a guaranteed
dollar plan and a dual dollar
plan which divides the monthly

deposit between guaranteed and
variable dollars.

Continental Assurance under-
writes the guaranteed dollars in
both instances and Stein Roe &
Farnham Fund Inc. handles the
variable dollars.

The retirement program is of-
fered to Hamilton's 20,000 deal-
ers but those who are associated
with the large chains or depart-
ment stores may already be par-
ticipating in a retirement plan.

According to Mr. Gassman, his
company sensed a "real need to
offer a program to its dealers"
and this plan is designed for the
srnaller dealer.

THE PLAN IS offered only to
domestic dealers and in no way
affects Hamilton's existing retire-
ment plans for its own company
employes.

As with other such programs
already started in the automo-
tive industry and by American-
Standard Inc., Hamilton Watch
endorsed the retirement plan;
beyond that it has no legal or
financial involvement in the pro-
gram. The same is true with the
Shell plan; the company has ap-
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proved the medical benefits plan
and is recommending it to deal-
ers.

Both Hamilton and Shell

agreed that such benefits pro-
grams will improve dealer rela-
tions and help reduce turnover,
According to Hal Parker, man-
ager of the Orange County in-
surance division of the Goodwin
firm, "Shell has found that mar-
ried men with families are the

most dependable employes, and
to keep these good employes, the
individual station operator finds
it necessary to offer a good,
workable medical insurance plan
comparable to various other in-
dustries." •

Consolidated can even protect
your building

against traffic accidents.
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Miliiiwashington Watch
Labor pushes for two new benefit
amendments to Taft-Hart/ey Act

WASHINGTON-The U. S.

Chamber of Commerce recently
estimated that aggregate em-

ploye benefits paid by U.S. em-
ployers this year will reach $100
billion, 25% of total payroll
costs. This', the Chamber points
oul, is up from $36 billion (17%)
in 1965 and $1.5 billion in 1929.

The various types of benefits
being provided are also growing,
Twith dental care, psychiatric
treatment, prescription drug and

bonus vacation pay taking their
places along with pensions, prof-

it-sharing plans, stock option
agreements, and health, acci-

dent, unemployment, life and
other corporate insurance pro-

grams as inalienable rights of
organized labor.

Of particular interest are the
number of entirely new benefits
being pushed for by the Wash-
ington labor lobby in the form of
two amendments to section 302

of the Taft-Hartley Act.
One of the bills would permit

employer contributions to trust
funds to provide employes, their
families and dependents with ed-
ucation al scholarships and to es-
tablish child care centers for

both preschool as well as school-

age dependents.

Announcing the merger of

Reed, Shaw & McNaught

THE OTHER would permit
employer contributions for joint
industry promotion and research

and development of products in
the construction industry and for
joint committees or boards to in-
terpret provisions of collective

bargaining agreements.
Both bills have passed the

House and the implications of
each deserve careful considera-

tion by employe benefit manag-
ers.

The Taft-Hartley Act was
passed by Congress in 1947 and is

Osler, Hammond and Nanton Insurance Limited,
and its associated companies

Cronyn, Pocock and Robinson Limited

Bringing together extensive Canadian resources

of knowledge, experience and purchasing skills

to provide a complete insurance service.

REED SHAW OSLER
Limited

I nsurance Brokers

Offices across Canada,
and international representatives.

described in basic texts covering
this subject as a "two-edged" la-
bor relations law that prescribes
standards of conduct for unions

and employers.
The specific function of section

302 of the act was to flatly pro-
hibit employer contributions to
trust funds except in very lim-
ited, and carefully defined, situa-
tions. These include medical or

hospital care, pensions on retire-
ment or death, compensation for
injuries or illness resulting from
occupational activity, unemploy-
ment benefits and life, disability,
sickness and accident insurance.

THE SECTION was amended

in 1959 to include payments to
trust funds for pooled vacation,
benefits or apprenticeship and
other training programs.

The purpose of section 302 was
to eliminate bribery, extortion,
shakedowns, "sweetheart con-
tracts," and other corrupt prac-
tices and to protect the interests
of beneficiaries of lawful em-

ployer-supported funds. It was

added partly in response to a
growing concern about the huge
sums of money being accumu-
lated in a fund over which a

union maintained almost com-

plete control.
Both of the new proposed

amendments to section 302 are

ostensibly voluntary-that is, if
management does not want to
bargain with the union on these
trust funds, it can refuse without
it being unfair labor practice.

From a practical standpoint,
however, some observers feel
that this management "out" is
almost meaningless. It is no sec-

ret that during the heat of
contract negotiations any item
which labor wants to discuss is

seldom ignored by management

if there is hope that this discus-
sion will break an actual, or po-
tential, impasse.

THE AMENDMENT concern-

ing scholarships and child care
centers passed the House viI'-
tually unopposed. This was, of
course, due to the recognition on
the part of almost all House
members of the growing need
for educational funds in our na-

tion today.
The amendment concerning

the construction industry and
collective bargaining boards met
stiff opposition.

A primary objection is that
jointly administered product
promotion funds will impede
technological promotion badly
needed today in the construction
industry.

One of the leading opponents
of the bill, Rep. John B. Ander-
son (R, Ill.) put it this way: "It
is not any secret that many of
these locals vigorously oppose
any kind of automation or pre-
site assembly that would cut
down on costs.

"What is their primary con-
cern in promoting products? It is
to make sure that the area of

their jurisdiction, of their craft
jurisdiction, is preserved for that
union, and that they have a right
to do that. I do not challenge the
right of any union to be inter-
ested in carving out for itself a
jurisdiction, an area of jurisdic-
tion which they want preserved
intact, but one witness before the
committee, I believe, put it very,
very succinctly when he said,
" . , one must concede the

union's right to oppose automa-
tion, or development of time-,
labor-, and money-saving de-
vices, but it requires a peculiar

Continued on page 41
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INSURANCE
KAISER ALUMINUM needs a recent

college graduate for home office posi-
tion in corporate insurance-risk man-
agement. An unusually good oppor-
tunity. Varied and challenging work
assignments due to Kaiser's world-wide
operations. No employee benefits work
involved.

Applicant should have a minimum of
four years' experience in production
and/or underwriting, Send resume to
Fred Gillette, Assistant Insurance Man-

ager, Kaiser Aluminum & Chemical
Corporation, 300 Lakeside Drive, Oak-
land, California 94604.

an equal opportunity employer

KAISER
ALUMINUM G CHEMICAL

CORPORATION
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New York welfare department
left without cover for forgery

insurance com-NEW YORK-A city welfare
department which paid out
approximately $750,000,000 in
checks last year was left with-
out forgery coverage when its
insurance carrier, plagued by
heavy losses, refused renewal
of its coverage.

The department of social ser-

vices, which issued about 10,000,-
000 checks last year, said it was

forced to begin its own program
of recovering losses when it was

unable to place the insurance
elsewhere.

A spokesman for the depart-
ment said American Casualty
Co., which wrote a depositors
forgery bond, found the account
to be "unprofitable" after it sus-
tained continued losses for sev-

eral years. The policy expired
last month.

It was reported that American

Casualty charged about $37,000
in premiums last year and paid
out about $200,000 in losses-an
amount which represented close
to 2,000 forged checks.

A SPOKESMAN for the in-

surer said the amount paid out to
the city was about $200,000, but
some of it was recovered frgm
the banks.

Under a new program of non-

insurance set up by the welfare
department, a bank is required
to pay the city directly if it
cashes a forged welfare check in-

Helo patrol
may fly; get
coverage bids

SAN FRANCISCO-This city's
police department helicopter pa-
trol, temporarily grounded be-
cause of inability to obtain lia-

bility insurance, may soon be fly-
ing.

Several bids have been offered

for insuring the patrol's two 13-

year-old helicopters, borrowed
from the Army. One reportedly
offers the $25,000,000 liability
coverage specified by the city to
protect itself against damage
claims.

F?reviously insurance carriers
indicated they were willing to

bid only on a $3,000,000 coverage.
Mund, MeLaurin & Co., insur-

ance coosultants for the city, in-
dicated the $25,000,000 bid would
have a premium of $36,637.80 for
three-years.

Police Chief Thomas Cahill al-

ready has named five officers to
the helicopter patrol. All of them
have had previous experience as
pilots. •

Wash Watch ...
Continued from page 40

type of thinking to legislatively
compel these very employers
against whom the unions will

. take those positions to contribut6
funds to support these unions'
p6sitions in the name of product
promotion.' "

Opposition to the second part
of the bill concerning jointly
administered funds for use in

resolving collective bargaining
agreements took the form of a
fear that the provision would in-
crease the number and length of
labor disputes. Currently man-
agement and labor generally
share the cost of resolving their
differences and under the pro-
posed bill the employer alone
must pay all the costs of an arbi-
tration proceeding. . I

stead of to the

pany.

According to the city, some
claims payments from the insur-
ance company were running two

years behind because of the ad-
ministrative work required to
prove the losses were forgeries.

An insurance source said the

city, with substantial deposits in
many banks, should find little
difficulty in collecting for forged
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checks cashed by the banks.
The city's public affairs de-

partment said 50,000 checks,
which were stolen last year, rep-
resented losses from recipients
in 37 welfare centers in New

York's five boroughs.
Most of the claims, he said, re-

suited from recipients who lost
their checks or were robbed.

This was the first step leading to
the forgeries.

strictly
top dravver

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

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

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

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

Sound interesting? The member near you will be glad to
give full details.
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Convicted of mans/aughter
of husband, wife co//ects

SANTA FE, N. Mex.-A wid-
ow convicted of voluntary man-
slaughter of her husband-not
murder-can collect from an in-

surance policy on his life, the
New Mexico supreme court

ruled.

THE DISTRICT court judge
had ruled that the wife was not

entitled to the proceeds of a $10,-
000 insurance policy on the life of
her husband.

The supreme court justice
pointed out that the New Mexico

legislature has specified that the
"acquiring, profiting or realizing
benefits from the commission of

a capital, first or second degree
felony is contrary to the public
policy of the state."

The judge said that the legisla-

ture by express and unambigu-
ous language has prohibited only
those convicted of murder from

profiting from their crime. •

A-C

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

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

San Francisco, Clifton & CompanyCANADA, British Columbia, Vancouver, Durham & Bates Agencies ltd.Manitoba, Winnipeg, Ryan Agency LimitedOntario, Toronto, Tomenson, Saunders LimitedQuebec, Montreal, E. A. Whitehead LimitedSaskatchewan, Regina, Oucketts Limited
COLORADO, Denver, Van Schaack & CompanyCONNECTICUT, Hartford, Goodwin, Loomis & Britton
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DISTRICT OF COLUMBIA, Washington, Howard & Hoffman incorporatedFLORIDA, Jacksonville, Donald A. Bolton & CompanyMiami, D. R. Mead & Company
GEORGIA, Atlanta, Dunlap and CompanySavannah, Palmer & Cay,

HAWAII. Honolulu, The Hawaiian insurance& Guaranty Company, Limited
IDAHO, Boise, Stein·McMurray Insurance inc.ILLINOIS, Chicago, Stewart-Keator-Kessberger & Lederer

, inc.INDIANA, indianapolis, Robert N. Bowen & Associates, Inc.IOWA, Des Moines, LaMair-Mulock-Condon Co. f K-N
KANSAS, Wichita, Wheeler Kelly Hagny Insurance, Inc.
KENTUCKY, Louisville, Nahm add Turner, Incorporated
LOUISIANA, New Orleans, Gillis, Hulse & Colcock, Inc.
MAINE, Portland, Morse, Payson & Noyes

MARYLAND, Baltimore, Riggs-Warfield-Roloson, Inc.
MASSACHUSETTS, Boston, Boit, Dalton & Church, Incorporated

Lowell, Fred, C. Church & CO.

MEXICO, Mexico, D.F., Kennedy & Hijo, A. 
MICHIGAN, Detroit, General Underwriters, Inc.
MINNESOTA, Minneapolis, Wirt Wilson & Company

MISSISSIPPI, Jackson, Fox Everett, Inc.
'MISSOURI, St. louis, Lawton-Byrne-Bruner Insurance Agency Co.

NEBRASKA, Lincoln, Weaver-Minier Company, Ltd.
Omaha, Jones-Weaver-Minier-Martland, Inc.

N-T
NEW YORK,

Buffalo, Laverack & Haines,New York, Despard & Co., inc. Inc.NORTH CAROLINA, Charlotte. james J. Harris & CompanyOHIO, Cincinnati, A. W Shell & CompanyCleveland, The W. F. Ryan CorporationOREGON, Portland, jewett, Barton, Leavy & KernPENNSYLVANIA, Philadelphia, 0-W & Criddle Associates,Pittsburgh, 0-W & Criddle Associates,
Inc.SOUTH CAROLINA, Columbia. Boyle-Vaughan AgencyTENNESSEE, Kingsport, Bennett & Edwards Agency,Memphis, E. H. Crump & Company
T-Z

Inc.

TEXAS, Dallas, Munger:Moore & Associates
Houston, Houstoun, Stevenson & Cummings

UTAH, Salt Lake City, Ed. 0. Smith & Sons
VIRGINIA, Richmond, Dejarnette & Paul

Roanoke, Chas. Lunsford Sons and Izard, Inc.

WASHINGTON, Seattle, LaBow, Haynes Company Inc.
WEST VIRGINIA, Charleston, McDonough:Caperton-Shepherd-Goldsmith
WISCONSIN, Milwaukee, Carney-Rutter Agency, Inc.
PUERTO RICO,San Juan, American Commonwealth Agency Corporation

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

INSURANCE SERVICE ASSOCIATES
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Behind scenes..
Continued from page 23

might be invasion of privacy or
slander; unauthorized use of a
story; or breach of an implied
contract.

• The third category is the
more generalized coverage.such
as workmen's compensation,
general liability or even simply
Meet coverage.

BOTH UNITED ARTISTS and

Paramount maintain blanket

policies. Individual films are then
"declared" as subjects of insur-

ance, when they actually go into
production.

Losses indemnified by enter-
tainment insurance cover a wide

range, although the basic policy
still remains cast insurance, in
which losses resulting from
death, injury or illness of a di-
rector or actor are paid.

This is the type of coverage
that cost Lloyd's the highest

known payment in the history of
the business, $2,500,000 for the
illness of Elizabeth Taylor dur-
ing filming of "Cleopatra"

SETTLEMENT OF A cast

policy can be complicated (as
witness the death of Bert Lahr,

Our C.1. A. man
in Lisbon

. . . can be your Corporate
Insurance Attache there or

throughout Free Europe. He's
your private expert on laws and

custom, advising you on

proper coverage, company

responsibilities, operating

conditions... even smoothing

the way for other corporate
activities or personnel.

Your C. 1. A. can also carry out
large underwriting of major
companies. Reliably, too, for he
works through an association
of established, owner-operated
brokerage firms staffed with

high-caliber professionals.
He's all "pro" himself...

and he's yours when you

specify Donnelly.

A SUPERIOR INSURANCE SERVICE n_ -.

 INSUR NC GNS ND BROKERS
24 Lackawanna PI., Millburn, New Jersey 07041 / Phone: 379-6000 / Cable Donbro.

Complete Brokerage Facilities in: Atlanta • Boston • Chicago • Cleveland • Dallas

• Detroit • Indianapolis • Jacksonville • Kansas City • Louisville-• Los Angeles

• Milwaukee • New York • Oakland • Philadelphia • Pittsburgh • Portland

• Saint Paul... and Foreign Affiliates In: Amsterdam • London • Milan • Paris
• Rome • Toronto • Zurich
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with negotiations still being
worked out).

When a principal of a movie is
lost to production, one of five al-
ternatives are available, depend-
ing on medical advice, produc-
tion schedule, script require-
ments, costs and other factors.

The alternative most favored,
when possible, is to "shoot
around" the disabled star by
filming all those scenes in which
he or she does not appear. Al-
though the least costly, this

choice can usually be made only
during the early stages of pro-
duction.

THE NEXT CHOICE is to sus-

pend production and film noth-
ing until the star can return to
work. With this alternative, sala-
ries and location costs usually
continueto rise.

The third alternative is to re-

write the script. With only minor

injuries, an actor can then go
through his scenes with a plaster
cast, crutch or bandage. The
fourth alternative is to replace
the ill or injured actor.

Tyrone Power suffered a fatal
heart attack 'while filming
"Solomon and Sheba" in 1958.

United Artists received more

than $1,000,000 in insurance to
cover the expenses of reshooting
those scenes in which Power had

already appeared.

A MORE RECENT example

occurred while filming "The Eye
of the Devil," when M-G-M had
to replace Kim Novak who had
suffered a back injury.

This loss was particularly ex-
pensive because the film was
nearly completed. Industry
sources estimate the London in-

surance market would eventual-

ly have to pay M-G-M as much as
two thirds of the movie's original
$3,000,000 budget on the cost of
reshooting the scenes in which
Miss Novak was involved.

The final and least desirable

alternative is to abandon the

film. Any opportuntiy to produce
a profit disappears, of course,
when a film is abandoned.

One of the more ironic insur-
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Perhaps you need
DIRECTORS' and OFFICERS'

liability insurance
Within the last few years, stockholders' liability suits have beel on
the increase. Whether or not a judgment is rendered against the in-
dividual, defense costs can be substantial. Whenever a corporate
Director or Officer makes a decision he becomes vulnerable to the

threat of legal action by disgruntled stockholders. m Underwriting
information required for a quotation is easy to obtain, the applica-
tion is streamlined and the premiums are substantial. Don't let your
competition get there first! Write or call for the facts and figures
required for a quotation.

EXCESS UNDERWRITERS
INCORPORATED

175 WEST JACKSON BLVD.  CHICAGO · ILLINOIS 60604
Phone (312) WE bster 9-5535 Telex Number: 25-4127

Althoug, the insurer probably shudders at the thought of it, in case
tkis sturt man misses the canvas below, the insurance policy will pay.

ance payments occurred a few
y.ars ago w_ken a western movie
was beng produced in Arizona.

The scrigt called for a man-
made flood to sweep into a dry
ravine. Stage hands spent an af-
ternoor. setting up sun reflectors,
c amera bocrns and props to be
ready for fi.ming the next morn-
1ng

Unfortunately, during the
night it rained and a flash flood
swept through the location, with
considerable damage to property
and equipment.

WHILE FREAK FLOODS

may be routne hazards, insuring
reople is never routine, especial-
11 "when w€ have to balance the

risks of the unknown against the
chance of a prior physical prob-
lam recurr. r.g," according to Ed-
ward E. Hamby, director of Fire-
man's Fun i s entertainment de-

partmEnt.
"The sola-.ion," Mr, Hamby de-

clares, "lies in an underwriting
f.exibility :hat recognizes all of
the risks before a film begins."

Mr. Hamty has written cover-
:ges for bo:h Peter Sellers and
Walter Ma'.Ehau after both actors
had sudered heart attacks.

"The problem in those cases,"
Mr. Hamty pointed out, "was
not so much the risk of an un-

predictable accident injuring ei-
ther actor, as it was simply in-
suring ag a.nst the risk of a
known hazard, another heart at-
:ack:'

Planning for risks and cover-
age means placement of insur-
ance well ahead of actual pro-
duction. This also means, in
many instances, separate poli-
zies, with Ae risks underwritten
differently.

Entertainment insurance, of
course, is r.ever limited to pro-

:ectior. of people alone. Supple-
mentary cwerages insure props,

miscenaneous equipment and li-

abili:> for the property of others.
Certain extra expenses also are
covered. Even negative film can
be insured, with cost of reshoot-

ing paid if illm is damaged.

Producers' liability protection
is also a major type of insurance

in entertainment.

This protects against libel and
slander, defamation of character,
plagiarism or breach of implied
contract resulting from alleged
submission of ideas.

This coverage includes legal
defense costs in the event that a

suit is filed.

The insurance perils of motion
picture producers are not exact-
ly the same as those of television
producers.

While both film and tv produc-
tion budgets can suffer from
schedule delays, the normal half
hour tv feature can be made in

six days instead of the six weeks
required for a routine film.

The single episode tv exposure
to accident, illness or injury of a
star is not so great. Thus, fewer
tv productions are now insured.

"Virtually any major devel-
opment here," I. A. Ruman, of
I. A. Ruman & Co., Los Angeles,
asserted, "could blow wide open
the market for insurance. Sub-

scription tv, for example, could
quadruple the demand for full
length films being broadcast.

"Even now," he added, "the

existing networks are expanding
motion picture programming.
The studios are producing more
films to meet this demand."

The sale of feature broadcast

rights and network episode pro-
ductions now account for a third

of the revenues of major Holly-
wood studios.

INSURANCE EXPERTS rea-

son that executives here will

protect their investment in the
television field, since the studios
have now become accustomed to

insuring film productions.

Blanket coverage is provided
for such programs as "Bonanza,"
"Rat Patrol," "The Fugitive" and
"Beverly Hillbillies."

Fireman's Fund covers al]

television productions from such
major companies as Desilu,
Filmways and Talent Associates
Ltd. Special policies are written
on Bing Crosby productions and
for Frank Sinatra, Jonathan
Winters, Jack Benny, Bob Hope



We've cracked the technical risk
insurance business.

Because somebody had to.
So C. V. Starr & Co. formed The Starr

Technical 'Risks Agency, Inc. Fifteen
companies have now joined with them in
this new pool, providing additional
capacity badly needed in the oil, petro-
chemical, natural gas and related process
industries.

As senior company of the American
International insurance groups, Starris
well known to oil and petro
chemical executives

and brokers

throughout
the world.

Starr

Tech is now

using this
world-wide

experience to
develop imag-
inative, flex-
ible insurance

programs for
properties in the
United States and 1

Canada. These are

individual programs, \ .«. 1

based on sound,

simple principles.

1. A more realistic underwriting
method - the "amount subject to loss"
rather than the "probable maximum loss"
which has proven totally inadequate in
recent major losses but remains the basis
for most technical risk

coverage.

C

2. A single source of responsibility
for brokers and insureds in protecting
both domestic and foreign installations.

3. A broad base of many insurance
companies backed by world-wide rein-
surance facilities to absorb the impact of
any loss and to assure the continued
strength and responsibility of the agency.

The credentials of the people respon-
sible for the management and adminis-
tration of Starr Tech are impressive -
even more so when combined with the

demonstrated record of strength and
service of C. V. Starr and AIU.

If you would like more information
on this new technical insurance pool,
ask your broker or agent to contact Mr.
Roy Williams, president of Starr Tech.

Starr Technical Risks

Agency, Inc.
102 Maiden Lane

New York, N.Y. 10005

(212) 344-9200
TELEX: ITT 420627, RCA 222019,
WU 62435



t

The problems always seem to land on yourdesk, don't
they? Like trying to find out what's eating into your
profits. Well, if it's the same in your company as in a
lot of others, the "worm in your apple" could be
the increasingly complex problem of insurance risk.
And managing insurance risk instead of just protecting
against it, is a job for professionals. We've developed
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Has one turned upon your desk?

:.. 1.25Cd

a new concept called All Risk Management. It's helped
a good many others. It could help you. Help you-
working with a team of our all-lines professionals,
to free up assets for more profitable use elsewhere
in your business. When that."worm in the apple"
is insurance risk, call us. We're in the Yellow Pages.
We'll get to the core ofyour problem... fast.

American Mutual,0,
INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

Workmen's Compensation ' Fire  Liability  Crime ' Group Insurance  Auto  Home Life* * Accidentand Health
*AAA 1 iff inqi,rance Cnmnanv


