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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
coys of Prudential, Aetna,
TMvelers, 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 employe 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. L]

Court award
for lime burns

BUFFALO—A youth, burned
two years ago when he fell into a
pile #i unslaked lime behind a
c?ﬁ&nt 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-
ment 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 injured 48 others. Liability cov-
erage on the monorail is shared by two carriers and a team of adjusters at
the fair site is handling claims arising from the incident.
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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 frain
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.

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 and 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 construc-
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 wvisiting 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. =
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Pinpoint cost of risks
with systems analysis

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-
quests 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-
agers to 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

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.” ’

MR. TEARNEY SAID that his
department is currently conduct-
ing a study of whether to insure
business interruption losses,
which management formerly
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 anaiysis flow
chart study to determine busi-
ness interruption losses in every
department.

“The risk manager,” according
to A. Hunter Long, of Standard
Qil of New Jersey’s risk manage-
ment division and co-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
guantify them in terms of proba-
bility of size and frequency of
OCCUrrence.

“To the extent that risks are
guantified, 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&O 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 ecivil 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 hefore 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 costly 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 mnotified 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 insurars.

“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
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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 of Bard-Parker, the
sprinkler ‘went. off in the Bard-
Parker plant, which kept it from
having extensive losses. “Most of
tae 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. o

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 overseas

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 program 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 Ameggrican
International Groups of C%ﬁl
nies in offering coverage in Latin
America and the Far East. n

Borders new vp

M. W. Borders has been named
vp in charge of life, accident and
health insurance for Edwin G.
Imhaus Co. brokers.

-
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Urges early passage of federal
tiduciary, vesting-funding bills

(For other coverage of the 14th
annual educational conference
sponsored by the National Foun-
dation of Health, Welfare & Pen-
sion Plans, see stories on pages
4, 16, 24, 27, 29 and 41.)

SAN FRANCISCO—An Ad-
ministration spokesman made a
strong pitch for early passage of
fiduciary and vesting-funding
legislation currently before Con-
oress at the annual education
conference of the National Foun-
dation of Health, Welfare & Pen-
sion Plans.

The plea for passage came in
the wake of several presenta-
tions during the working ses-
sions of the conference which
predicted the death of the U.S.
private pension system if such
bills were passed.

Among those speaking out
against passage included Richard
Van Deuren, Milwaukee lawyer;
John Hill, Portland, Ore., law-
ver; and Steven Sherman, presi-
dent of United Administrators
Inc., Seattle, Wash. (See story on
page 16.)

MANY OF THE 4,800 who at-
tended the conference were
union leaders and were caught
on the horns of a dilemmma: their
usual support of Democratic par-
ty legislative moves and infor-

mation that contends this legisla- -

tion would doom union welfare

and pension funds.
Undersecretary of Labor,

James J. Reynolds, took up the

Administration’s cudgel, saying
that operation of pension plans
“with the tremendous impact
they have on the public sector, is
properly the concern of govern-
ment.”

He said two bills are of partic-
ular interest to the Labor De-
partment. “The purpose of the
first—a fiduciary bill—is to safe-
guard the assets of welfare, pen-
sion and profit-sharing plans, and
the purpose of the second, a vest-
ing-funding bill, is to give retire-
ment plan participants a better
chance to qualify for benefits and
greater assurance of receiving
the benefits for which they be-
come eligible.

“I suggest that both hills are
urgently needed, and the vesting-
funding bill—far from harming

- the private retirement system—

will help it fulfill its potential as
a vital supplement to the Social
Security system.”

MR. REYNOLDS contended
that the $3 billion paid out to
3,000,000 beneficiaries annually
falls considerably short of being
a vital supplement to the Social
Security system.

The prevalence of “unduly re- -

strictive eligibility’’ require-
ments and lack of sufficient
funds to pay promised benefits
are the chief stumbling blocks,
he said.

" “Establishment of a federal
standard of fiduciary responsibil-
ity would help preserve the as-
sets of welfare, pension and prof-
it-sharing funds for their proper

use—the payment of benefits to
qualified beneficiaries,” he said.

He urged that vesting stan-
dards (the federal bills usually
call for ten-year vesting after
age 25) and reciprocal agree-
ments be enacted to protect em-
ployes who get laid off in their
60s, even after 40 years service,
or those who get sick in their 50s
but do not have disability provi-
sions.

“IN.ALL too many cases, the
pension promise shrinks to this:
If you remain in good health and
stay with the company until you
are 65 years old, and if the com-
pany is still in business, and if
your department has not been
abolished, and if you haven't
been laid off for too long a period
—or fired at the last minute, and
if there’s enough money in the
fund, and that money has been
prudently handled, then, you
will get a pension,” Mr. Reynolds
said.

He contended that the current
legislation would go a long way
to end this “indefensible laby-
rinth of if's, and’s- and but’s, not
to mention maybe’s.”

“The assets of welfare and
pension plans are probably 50
times greater than the assets of
all the labor organizations in the
U.S., yet currently there is more
federal protection for union as-
sets than for the assets of wel-
fare and pension funds. The fidu-
ciary bill is aimed simply at the
rotten apples in the barrel,” Mr.
Reynolds said. .

Asks pension pay ‘chiseling’ curbs

SAN FRANCISCO—A pension
and welfare consultant has
urged pension fund administra-
tors to make spot checks of pay-
roll reports, a system of fines and
penalties and work stoppages to
prevent employers from ‘“‘chisel-
ing”’ on contributions to pension
funds.

Addressing a workshop of the
annual education conference of
the Health, Welfare & Pension
Plans, Mario E. Impellizeri, ad-
ministrative consultant for the
Painting Industry Insurance
Fund of New York City, said that
when some employers do. not
make proper contributions to
pension funds, it can affect other
employers contributing to the
fund and could even affect profit
and loss statements for all con-
cerned.

For example, if a contractor
fails to estimate the required
pension fund contributions on a
municipal bid job, Mr. Impelli-
zeri observed, the contractor
might submit the low bid and

@
City buys
L] “or
riot cover
NEW BRITAIN, Conn.—This
city has agreed to purchase a

separate riot and civil distur-
bances insurance policy from the

Aetna Casualty & Surety Co,;

Hartford, for annual premium of
$13,000.

Cost of the new policy for the
city for the balance of the year
will be $8,905. :

The New Britain Board of Fi-
nance is being asked to supply
the funds. =

end up bankrupt.

“A SPOT CHECK of payroll
reports often uncovers discrep-
ancies, particularly the first time
it’s done and when overtime 1s
involved,” he said. He uged that
the bargaining contract autho-
rize periodic audit of employers
and establish a hearing commit-
tee for employer rebuttal.

He said that late filing penal-
ties, of as much as 10%, periodic
lists of late filings for fund ad-
ministrators and union officials
and fines for employers can re-
duce tardy payments into the
fund. .

He said that fund trustees
should ask for an employer to
post a performance bond of a
percentage of its gross contribu-
tion and that annual statements
be furnished so that employes
may check this information
against withholding statements
to insure appropriate contribu-
tions to pension funds.

Thomas Reynolds, assistant vp
in the Lansing, Mich., office of
Russell M. Tolley & Associates,
outlined the results of a 12,000
member craft union that self in-
sured its pension fund. *

THE FUND WAS set up in
1953, he said, with one insurance
company as administrator for 13
years and experienced one “bad”
year out of the 13.

The trustees have estimated
that the fund has saved $45,000 to
$50,000- annually since going self
insured two years ago. In the sec-
ond year, he said, the fund’s
equity has gone up $450,000 and
the investment income has risen
12%.

He said that the fund’s admin-
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- istrators feel that it has been a
wise move but he felt that it
would not be wise to begin a
fund on a self-insured basis.

He urged that the fund have
several years claim experience
under its belt and that a large
number of lives, say 2,000 or
more with annual contributions
of more than 51,000,000, be in the
fund.

He recommended that those
funds with “peaks and valleys”
in claims avoid becoming self
insured.

4,800 jam-
conference

SAN FRANCISCO—More
than 4,800 trustees and admin-
istrators of health, welfare
and pension funds across the
U.S. jammed into this city’s
Hilton Hotel to attend the
conference of National Foun-
dation of Health, Welfare &
Pensions Plans.

Delegates attended 32 work-
shop sessions, plus special in-
dustry, leadership and com-
munications skills sessions.

The proceedings of the con-
ference with the complete text
of all formal presentations
will be mailed to all regis-
trants and dues-paying foun-
dation members early next
year. Additional copies at $10
for members and $12.50 for
nonmembers may be pur-
chased from the foundation
Box 898, Elm Grove, Wis.
53122.

A summary of pension and
welfare bills before Congress
is available from the Assn. of
Private Pension & Welfare
Plans, Box 1920, Washmgton,
D.C. 20013.

CH{SIPUK{ NATIONAL
N BANK

Salimg across the wide blue yonder is ?he Chesapeake MNational Bank "boa1

‘n bank,”

the nation’s first floating branch bank. Normal marine coverage

on its hull and a property and indemnity policy give the boat adequate

marine profection.

'30-knot’ bank carries
‘watertight’ coverage

WEEMS, Va.—The nation’s
first mobile waterborne bank of-
fice, launched here last week,
had “no real difficulties” in plac-
ing its marine coverage,

Officials of the Chesapeake Na-
tional Bank said that the house-

.boat bank has all the normal se-

curity features of a land bank
office, " including security cam-
eras, guards, alarms, ship-to-
shore telephone and radios. Ac-
tually, one bank official said, “It
probably would be more difficult
to pull off a robbery on the
houseboat than on land.”

The marine insurance cover-
age for the “boat 'n bank” was
placed by Hubbard Insurance
Agency, Kilmarnock, with the
Home Insurance Co. The new
branch bank is adequately cov-
ered under a hull policy and a
property and idemnity liability
policy.

A MEMBER OF the Hubbard

agency contended that there are
no particular hazards as far as

UAW local

marine coverage is concerned.
Possibly, he said, there may have
been more of a problem in ob-
taining bank bonds for the mon-
eys and securities on board.

A bank official explained that
during the nights the boat will
be tied up at a marina and dur-
ing the day it will divide its time
between two pier loeations on
Carter’s Creek, a tributary of the
Rappahannock, just off Chesa-
peake Bay. A third location will
be inaugurated next spring.

Since, according to *he bank,
“a great many of our customers
are water oriented, earning their
livelihoods as commercial fisher-
man or oyster tongers, and need-
ed a bank close at hand, we de-
cided to take a branch to them.”
. The floating bank will be tra-
versing in territory once favored
by pirates. But should anyone
sail close flying a Jolly Roger to-
day, the bank’s cash, according to
an official, could be flung over-
board in lead-weighted sacks and
retrieved later by divers. L

yearns

for group-type plan

ANDERSON, Ind.—Local #662
of the United Auto Workers of
America is a union in search of
group-type auto insurance.

Russell Brown, vp of the local
representing 12,246 workers at
the Delco-Remy Division of Gen-
eral Motors Corp. here said, “If
we can get what we want for our
people, we’ll initiate group auto
insurance right away.”

Meanwhile, officials of the
UAW international union in De-
troit said they are seriously
studying group auto insurance as
a fringe benefit to be negotiated
in future UAW contracts. While
they have no direct connection
with the efforts of the Anderson
local to establish a plan, the De-
troit UAW officials will be care-

fully watching the response and:

results.

Mr. Brown explained his local
is seeking to put its members un-
der a group-type auto insurance
program because the coverage
would be noncancellable and be-
cause it would be obtainable at
rates lower than individual cov-
erage.

“ONCE WE GET this going
here,” Mr. Brown predicted,
“nearly all of the workers we
bargain for would sign up.” He
added that the success of the
plan would depend upon the
willingness of Delco-Remy to
make payroll deductions of pre-
miums as a service to union
members.

“We envision a program that
would provide the union with
one master policy and certif-
icates of insurance for all those

whn cign 177v far tha miarn 22 Al»

Brown told Business Insurance.

In Detroit an official of the
UAW international headgquarters
told Bwusiness Insurance that
many UAW locals are looking in-
to group-type auto insurance.
Some locals are seeking to ad-
minister group-type auto insur-
ance through their credit unions.

UAW OFFICIALS say they
are "again considering negotiat-
ing for group-type auto insur-
ance as a fringe benefit. A UAW
spokesman said that his union
listed group-type auto insurance
as a benefit demand in negotia-
tions with Ford Motor Co. sev-
eral years ago but “it slipped off
the bargaining table,” as he put
iy ©
~ UAW, however, is still stongly
considering asking for group-
type auto insurance as a fringe
benefit with an employer con-
tribution. “An employer con-
tribution is needed,” according to
the spokesman, “because that is
the factor that would reduce
premiums for our members.
Otherwise, good risks would pay
more to subsidize bad risks.”

Last December, the UAW in-
surance expert said, the union
conferred in Detroit with repre-
sentatives of ten “very large” in-
surance companies to study the
possibilities in various group and
group-type auto insurance pro-
grams.

Until group insurance is, in-
cluded as a negotiated fringe
benefit in UAW contracts, the
spokesman said, the interna-
tional union will watech with
keen attention the results of
local group-type auto plans such

PRI RO, St ESTIRET D [ny  e e m
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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-

‘incentive

- We like to work

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
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,”

in groups.

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 Ztna than with any other company.

Nothing succeeds like success. In your business.

And ours.
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Mr. Ehrenreich said, “and there
is little relationship between
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-
ucts 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 of
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. L

Pennsylvania
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 development 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 increasess 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
reflected. L



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.”

MYALNS AL

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 football, 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 afternocon
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 yaar 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-

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 program but for a
school such as UNC, which has

to pay one big
Insurance

year.

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

An Afco budget plan offers you

Doyou like

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.

credit.

an extra line of credit without
disturbing existing lines of bank

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 afford 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.

_AFCo-

NEW YORK: 108 JOHN STREET, NEW YORK 10038 =

ATLANTA BALTIMORE BOSTON
CHICAGO KANSAS CITY LOS ANGELES

MIAMI

SAN FRANCISCO SEATTLE

its own hospital, arrangements
are made with the hospital tc
care for injured players.

The NCAA programs are
available to member colleges
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% of medical 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
employes get

‘group life plan

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. "



_ Green Light.What's in it for you?

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 years. 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.

' Phoenix

' |NSURANCE COMPANIES / HARTFORD, CONN. 06115
Green Light insurance: it helps keep you going
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Here's the key to home security-

and family peace of mind

An ADT residential burglar alarm system
“sensitizes” a home against intruders. If entry
is attempted, the system triggers an outside
alarm, or silently signals an ADT central sta-
tion or police headquarters, Occupants can
summon police secretly with emergency call
devices. ADT, long a leader in supplying pro-
tection services to business and industry,
designed this new protection system specifi-
cally for home requirements. Regular main-
tenance is included in the low monthly service
fee. For further details or free survey, phone
your nearest ADT representative listed in the
Yellow Pages under “‘Burglar Alarms” — or, for
brochure, send coupon to:

Residential Protection
DF Dept. E
A 155 Sixth Avenue
New York, N. Y. 10013

i
1
1
i
1
: Please send free brochure —
1 “Will Your Home Be Next?”’
|

Name
Address

City

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the li-
terature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

Symbol

of security

It’s called a firemark. Tkis one, on
Philadelphia’s Independence Hall, told

the old company-operated fire
brigades that we insurec it.

Today, the familiar Reliance hose-and-
hydrant still identifies the best in
property, casualty and life insurance.
Get to know us. We're the people

with the firemark.*

*Like a firemark paperwe.g*t for your

office? Just write to:

Communications Dept.
Section M

Reliance Insurance Companies

4 Penn Center
Philadelphia, Pa. 19103 ‘5;’

¢ How to Reduce Embezzlement
Losses is a 52-page, illustrated
book released by Royal-Gloke
Insurance Cos. It organizes ma-
terials familiar to accountants
and others in the field in such a
manner that those involved in
establishment of internal con-
trols can check current systems
against safeguards presented :in
the book. The book stresses sep-
aration of duties and periodic re-
view to ensure that the system
remains effective, along with
surprise audits as an embezzle-
ment deterrent. The guide is
available for $1 by writing Miss
M. Jordan, Fidelity-Burglary
Dept., Royal-Globe Insurance
Cos., 150 William St., New York
10038.

e The St. Paul Insurance Cos.
have published a booklet entitled
The St. Paul’s Umbrella Excess
Liability Protection. The bro-
chure explains the protection
and is illustrated with a chart. It
is free by writing Mr. Arne V.
Brogger, Sales Promotion Asst.,
The St. Paul Insurance Com-
panies, 385 Washington St., St.
Paul, Minn. 55102.

e A free collection of pamphlets
is offered by the Phoenix Mutual
Life Insurance Co. Facts You
Should Know to Help Your
Growing Business contains seven
pamphlets dealing with partner-
ship, key executives, pensicns,
HR-10, the sole proprietor, and
profit sharing. They are free by
writing the company’s public re-
lations department at One Amer-
ican Row, Hartford, Conn. 06.15.

¢ You REALLY Don’t Have an
Employe Drinking Problem . . .
presents seven pertinent facts on
aleoholism and answers eight re-
vealing questions about the dis-
ease. It is free by writing Mr.
Duane D. Daggett, Mngr., Labor
Relations Dept., Illinois S:tate
Chamber of Commerce, 20 N.
Wacker Dr., Chicago 60606.

¢ The FIAC Taxicon is a ckeck
list to show an individual’s tax
liabilities in various pension and
profit sharing plans offered by
most employers. Prepared by
the First Investment Annuity Co.
of America, the brochure also
describes investment annuities
as an addition to pension plans.
The chart may be obtained from
FIAC, 1500 Chestnut St., Phila-
delphia, Pa. 19012,

e With the use and producticn of
plastics steadily increasing it is
necessary to understand their
fire hazards and how they react
in a fire. Plastics manufacturers
and converters emphasize the
harmlessness of their products
but more and more cases occur
which involve plastics, directly
or indirectly. Fire Insurance of
Plastics is a 26-page book pre-
pared by Swiss Reinsurance Co,,
Zurich, which discusses, with ex-
amples, these hazards and pre-
sents a classification of toxic-

ity, corrosiveness, combustibility
and smoking potential of the
most common plastics. Copies
are $1 each from the North
American Reinsurance Corp., 245
Park Ave.,, New York 10017.

® A 22-page book published by
Avocational Guidance Inc., In-
dustry’s Undeveloped Asset: The
Employe’s Non-working Hours,
discusses the relationship be-
tween satisfactory leisure time
and employe mental health and
on-the-job productivity. The com-
pany, a subsidiary of Computer
Research Inc., puts forth the lim-
its of traditional approaches to
non-working time activities in
comparison with the computer
and scientific method to develop-
ment of dormant talents and ap-
titude testing. The book may be
obtained by writing the company
at 122 E. 42nd St, New York
10017.

¢ Design Data is an information-
al booklet for safety managers
on fire resistance of gypsum
products. Material is presented
in chart form and fire protection
requirements for insurance are
explained. A flame spread rating
list is included. Single copies are
free by writing the Gypsum
Assn., 201 N. Wells St.;, Chicago
60606.

e Flood Emergency Action is a
five-minute color film which
demonstrates what steps to take
to survive and recover from a
flood. For a loan copy, contact
your local American Red Cross
office.

® The Insurance Information In-
stitute offers a pamphlet entitled
How to Save on Fire Insurance
Cost when You Build or Re-
model. A list of construction
mistakes and an explanation of
the fire insurance rating bureau
are included. The pamphlet is
free by writing the institute, 110
William St., New York 10038.

e A List of Worthwhile Life
and Health Insurance Books is
an 80-page booklet listing 473
book titles and 30 periodicals
dealing with all aspects of these
types of insurance. Sections of
the reference guide are devoted
to the use of life and health in-
surance by groups, businesses
and professional persons. Single
copies are available without
charge on request to either the
Institute of Life Insurance or the
Health Insurance Institute, both
at 277 Park Ave., New York
10017,

® Employers Insurance of Wau-
sau offers a pamphlet, Self-anal-
ysis of Services You Should Be
Receiving from Your Casualty
Insurance Carrier. It lists 16
questions prepared by the Asso-
ciated General Contractors of
America as a guide to services
contractors should get from a
casualty insurance carrier. It is
free by writing Miss Mary Bi-
wer, Adv. Dept., Employers In-
surance of Wausau, 2000 West-
wood Dr., Wausau, Wis. 54401.

¢ A handy Emergency First Aid
Instruction sheet is offered by
the Mid-America Chapter of the
American Red Cross. The item,
which could be used as an em-
ploye handout or placed in cen-
trally located work areas, lists
emergency treatment for
wounds, burns, stoppage of
breathing, heart attack, heat ex-
haustion, shock and other acci-
dents and illnesses. The instruc-
tions are quickly read and easily
understood. For free copies write
the chapter at 43 E. Ohio St.,
Chicago 60611.
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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 technigues and foam stabili-
zers. Both are illustrated and
may be obtained by writing Car-
dox Divigion of Chemetron
Corp., Fire Equipment Dept., 840
N. Michigan Ave., Chicago.

o 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 low 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/Blusz Shield
program and complimentary
copies are available from Mr.
George L. Goodlett, VP Commu-
nication, Blue Cross/Blue Shield,

80 Lexington Ave., New York
100186.
e 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
Kirecht, Northwestern National
Life Insurance Co., Box 20, Min-
neapolis, Minn, 55444,

by GEORGE YOUNG

NEW YOREK—The mettle of
marine insurers 1S 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
Otean 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

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 Atlanfic.”

INA, WHICH 1S seeking sup-
port from other U.S. insurers to
participate in the offshore drill-
ing rig market, said oil compa-
nieg 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
underwriters 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
{0 sea are being studied by the
o1l 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.

Qil rig operators explore new areas

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.

SEISMIC OPERATIONS have
already been started by three oil
firms, and drilling is expected to
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

Consider a good

fire control system
while you still have

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-extinguishing devices, and are self-oper-
ating, easily installed, and extremely reliable. They come in

somethmg to put
it

either carbondioxide ordrychemical. 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 lic 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.
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Tugboats’ accident prevention role
warms marine insurers’ hearts

NEW YORK—Huffy, pufiy 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 taks 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.

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 usa harbor pilots to guide

Accident reduction is the reason for using this small tugboat, seen nudging
a passenger ship from its berth into New York's Hudson River. The vessel
is guided by a dozking pilot who issues orders by radio phone from the
ship’s bridge to *ha tugbcat skipper.

their vessels intc assigned docks.
The pilot, who inst-ucts the tug-
boats by radioc “hene from the
ship’s bridge, is technically an
employe of the shipowner after
he assumes command from the
vessel’s captain.

Under o-dina-y conditions a
pilot signs an agreement with
the shipowner chet siates any
damages sistainzd or ezused by
a self-powered chip, although it
results from tke pilot's negli-
gence, is tha2 resporsibility of the
shipowner.

An insurance underwriter
added, however, that gross neg-
ligence on the part of the pilot

cculd lezd to a liability suit in
ccurt azainst the tugboat com-
pany.

A NEW YORK HARBOR pilot
said that tugboats are the most
significe~t factor in reducing se-
rious loss exposure while a ship
is maneuvering in a narrow
channel or a dock already
crowded with loaded fuel
barges.

He pointed out that an acci-
dent resulting from a tugboat
skipper misinterpreting a signal
from tte docking pilot coulc

Continued on page 14

“Chris, what's the
Boston firm that
carries all your

®

Comprehensive catastrophe liability protection
as modern as the age we live in—that’s the
SATELLITE ...a Commercial Umbrellain-
surance policy that covers the widest possible
range of known exposures and even areas of poten-
tial liability where no other coverage of its kind
exists.

The @) SATELLITE's worldwide range offers
liability protection for U.S. commercial, industrial,

or institutional clients in limits of $1,000,000 to
$10,000,000. And when (@) SATELLITE cov-
erages are provided under a @ Dejenden
policy, broad legal defense provisions and on-the-
spot legal counsel are guaranteed.

SATELLITE and Depeuder

coverages are the most progressive Commercial
Umbrella insurance programs on the market today.

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

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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It can happen. Because every

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.

Alistate

BUSINESS INSURANCE
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A way out of the
high risk gamble?

The special risk market seems to be getting increased attention
these days as both insurance managers and underwriters realize that
more and more of their coverages are falling into this category.

For instance, at an American Management Assn. meeting last
month, one insurance man said that his company is now including
hospitals in the special risk classification. He explained that organ
transplants, sophisticated machinery and the like have greatly added
to hospitals’ potential liability.

Other institutions and businesses zre in the same boat. Gigantic
petrochemical installations, oil rigs, supersonic planes—all are
straining the special risk and catastrophe markets to their outer
limits. Pooling of insurers’ resources, of course, helps to flush out
capacity, but still the strain persists.

Another answer is for industry groups—such as the airlines—to
get together to form captive insurance operations. But as has been
pointed out elsewhere in this issue, aviation underwriters see the

move as a drain on capacity, although one insurance man said the

captive might not prove harmful to the existing market if it only
covered excess risks of more than $100,000,000—a heady area where
coverage is hard to come by anyway.

As we were mulling over all these possible solutions, we were
struck by the good sense of a suggestion by Graves D. Hewitt,
president of Carmeron & Colby in Boston Mr. Hewitt said in effect
that instead of companies in one industry—such as the airlines—get-
ting together, corporations in various industries, all with the com-
mon problem of high risks, might defy tradition and set up a multi-
industry captive insurance program.

Mr. Hewitt made the point that today's special risks cut across
industry lines. The common denominator is that the loss potential is
so large that a one-industry insurance facility would not have an
adequate spread of risk to handle the operation.

If buyers decide to go ahead with the idea of starting their own
underwriting groups to augment present market capacity—and we
get the idea that Mr. Hewitt wasn’t exactly advocating such a course
of action—they might want to include risks “which from the nature
of their exposures are heterogeneous but which from the standpoints
of size of loss potential and loss frequently become homogeneous,” the
insurance executive stated.

We like Mr. Hewitt's proposal for several reasons. First, because
we tend to agree with most of the experts, who contend that single
industry insurance facilities have had a difficult time of it because
they haven’t been able to generate enough money to finance the
operation—or to cover huge losses. This we think would be especial-
ly true in the airline industry, where the lines are currently faced
with the problem of financing a whele new generation of aircraft—
which presumably will get first priority on their funds.

But a more basic reason for supporting the multi-industry propo-
sal is that it is more closely tailored to the needs of the corporate

business insurance
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SOURCES OF COMPENSABLE WORK INJURIES

Handling objects
22.6%

All other
26.1%

Falls
20.4%

Vehicles
7.1%

Struck by objects
13.6%

Machinery
10.2%

. cost ($1,075).

Nearly half of all work injuries result from accidents involving the manual
handling of objects and falls. Accidents involving machinery, while they
account for only 10.2% of all work injuries, are responsible for 19% of
permanent injuries. The highest average cost ($1,150) is attributed to work
injuries involving vehicles. Falls result in the second highest average injury
Risk manager and safety superintendents often improve
safety records and reduce workmen's compensation costs by paying close
attention tc the sources and costs of work injuries,

Source: National Safety Council from state labor departments’ reports.

buyer of insurance. As Mr. Hewitt pointed out, the traditional
pattern of the insurance business is to lump together risks having a
similar nature, but that’s not necessarily the best way for insurance
managers to do it.

It would be much more convenient—and more functional—for
buyers to place all their high-loss coverages at one insurance facility,
and the diversity of risks represented would hopefully generate
enough spread of risk to survive a catastrophe or two.

At any rate, we think the multi-industry captive idea presents a
viable alternative to the traditional single-industry facility. Who
knows, it might even succeed in taking some of the pressure off the
go-for-broke special risk market, of which the insurers are becoming
more and more wary.

A poser for life insurers

Perhaps it's still too much a part of science fiction to think very
seriously about, but we're intrigued by the move afoot to freeze
bodies immediately after “death” until a cure for the disease that
killed persons who were frozen is found. Yet, just as with organ
transplants, the possibility of such a medical miracle poses some
importan: insurance questions.

The question that comes into our mind is this: If the freezing
process becomes widespread will life insurers hold off paying bene-
fits on the assumption that the policyholder is not really “dead” but
is in a state of suspended animation and might be revived years
later?

We're sure insurers haven’t called any high level meetings to
discuss this space age phenomenon. But we've always worked on the
theory tkhat nothing is as certain as death and taxes, and now it
appears that we can’t even be certain of death.

Keeping up with the times

Workmen’s compensation administrators from U.S. states and Ca-
nadian provinces are meeting this week in Milwaukee at the annual
gathering of the International Assn. of Industrial Accident Boards
and Commissions (IAIABC). Business Insurance staff writers will
cover the convention in detail because of its importance to corporate
risk managers. Those responsible for workmen’s compensation pro-
grams must realize that keeping up with the times may call for some
increases in the cost of this vital coverage.

IAIABC conventions consider pressing questions regarding the
upgrading and updating of workmen's compensation laws and their
administration. Yet IATABC recommendations depend upon public
support to gain passage and implementation. It is up to businesses,
labor unions and workmen’s compensation insurers to support sen-
sible revisions of workmen'’s compensation statutes to keep the state
system of workmen’s compensation in tune with current technology
and price levels. Business Insurance reports of IAIABC proceedings
will indicate what advances are considered most urgent by work-
men’s compensation administrators.
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For a full test

To the Editor: The penetrat-
ing questions you raise in your
August 12 editorial “Auto insur-
ance and buyers” are well taken.

They are the same questions
which we are seeking to answer
by conducting experiments with
the Guaranteed Benefits plan.

It is highly desirable to test
any major proposal for change in
the present automobile insur-
ance system, under actual claims
conditions, so that these ques-
tions can be answered publicly
and frankly for all interested
parties, including risk managers.

One need only to cite the run-
away costs of the Medicaid pro-
gram in New York and else-
where to illustrate the problems
that can arise from adoption
of untried benefit-distribution
plans, They just don't always
work out in practice the way
they were intended.

Andre Maisonpierre

Vice. President, American Mu-

tual Insurance Alliance, Chica-

g0

Reprint inquiry

To the Editor: We would ap-
preciate your advising whether
reprints of articles in Business
Insurance magazine are avail-
able, particularly some of the
articles under “Business Insur-
ance Perspective.”

Thomas A. McWilliams
Account Executive, W. T.
Shackelford & Co. Inc., Balti-
more, Md.

Editor’s note: Business Insur-
ance does not regularly reprint
articles from its Perspective or
news sections. However, Mr. Mc-
Williams and other readers are
invited to order reprints of arti-
cles that may be useful to them.
We will gladly supply the price
of reprints of articles in various
quantities.

Compulsory gun

coverage opposed

To the Editor: Your editorial
supporting compulsory liability
insurance for gun owners dis-
tresses me. Most responsible per-
sons carry personal liability cov-
erage in excess of the limits sug-
gested.

Compulsory insurance
schemes are usually an attempt
to avoid social responsibility.

The problem isn’'t uninsured
guns or cars; it is improperly
used guns and cars. Criminal

negligence should not be excused
by payment of sums of money.
What ever became of the “object
lesson to wrongdoers” concept of
criminal justice?
Ross Dodson
Von Deck-Dodson Agency,
Springfield, Va.

‘It's heartening’

To the Editor: Congratula-
tions on your editorial for con-
trolling firearms. It's heartening
to see a national publication tak-
ing a responsible attitude upon
something so vital for the gen-
eral welfare and safety of all of
us even though it is not directly
in line with your particular busi-
ness, except insofar, as you have
pointed out, that the matter of
violence, lawlessness and con-
tempt for the operation of the
social structure is a matter for
the insurance industry.

Your publication reaches the
kind of person who helps mold
the opinion of his community.

Keep up the good work.

Deane Weinberg, Jr.

Deane Weinberg & Co., Los

Angeles

Continued 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 Usually Tax-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
claims.

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 tughboats 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
fleets, 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
tughoat companies can protect
themselves from large suits by
limiting their liability to the val-
ue of the tugboat.

Insurance claim 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 tughboat 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-

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 Mations 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 company’s
insurance protection!

Your company faces enough risks just

competing in the business world. Why add

to your problems by worrying about business

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

program for qualified accounts.

We call this comprehensive program risk

responsibility. Each exposure is analyzed

and a coverage designed to fit your particular

requirements. Account underwriting frequently

reduces insurance costs, too.

Cost is also based on loss control. OQur

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
Yellow Pages listing of
your- local independent
Kemper Insurance Agent.
Or, write Walter White,
Vice-President,

Kemper Insurance,
4750 Sheridan Road,

Kemper Insurance

You can count on Kemper care

Chicago, Illinois 60640.

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 MecAllister 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 tughoat owners, according to
underwriters.

Mr. Feely said rates on tugboat
fleets 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.
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GM general counsel
reviews ‘farfetched’
design liability suits

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 autec 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 the 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
trend on the part of plaintiffs’
counsel to allege that negligent
design of a wvehicle 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-
ned 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 joins 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 gquoting 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"

Stewart, Smith

Our new brochure contains the most up to date information
including the new, important Delaware law,

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

We have received almost a thousand requests for the
brochure.

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

increasing .

Johnson & nggms speclallzes in creatmg 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 not simply another 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-

If you spend

15% too much or 15% too littl

for insurance —your
profits may still
be vulnerable.

ization —just to mention a few—examine every risk
area in your operation.

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 programs
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 on

your 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