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Losses, holding companies put
4

r i

William J. Dundas of the Wisconsin Electric Power Co.. Milwaukee, (left)
receives the 1969 James Cristy Award from William S. Mortimer, presi-
dent of the American Society of Insurance Management, at the Insurance
Institute of America's 60th anniversary awards luncheon in San Fran-
cisco. Mr. Dundas was honored with the Cristy Award for attaining the
highest average mark on the six examinations of the risk management
course co-sponsored by ASIM and IIA.

Air losses hit insurers
NEW YORK-A Mexicana Air-

lines jet, which crashed and broke

up 3,000 feet short of a runway at
Mexico City Sept. 21 killing more
than 40 persons and injuring at
feast 60 others, was reinsured to
a large extent through the Lon-
don market, according to informed
sources.

Meanwhile, it was learned, the
Allegheny Airline DC-9 that col-
lided with a light plane flown by

a student pilot Sept. 9 about 12
miles southwest of Indianapolis is
insured by USAIG. This was the
sixth major airline crash in the
past one-and-a-half years involv-
ing USAIG. There were no sur-
vivors in the Allegheny crash; 83
persons were killed.

Unlike the government-owned
Aeronaves De Mexico, Mexicana
is a privately held airline that in-

Continued on page 30

squeeze on insurance capacity
By THOMAS LUTZ

CHICAGO-Two factors-one

at home and the other at Lloyd's
-have conspired to further limit
an already hard-pressed commer-
cial insurance market, Business
Insurance has learned fronn risk

managers, brokers and insurers.
But, many contend, there could be
better days ahead in both mar-
kets.

At Lloyd's, more losses coupled
with higher rates is crippling the
world market capacity-both for

reinsurance and coverage placed
directly through Lloyd's corre-
spondents. Lloyd's recently re-
ported $44 million in losses for
the three years ending 1968.

On the home front, $1 billion in
underwriting surplus has been
transferred from insurance compa-
nies to holding companies, since
the start of the trend toward con-

glomerates. This, critics say, de-
creases the capacity of U.S. un-
derwriters by nearly twice that
sum, while backers of the insur-
ance holding companies argue
that, in the long run, the high
finance dealings will help under-
writers more than they can help
themselves.

THE CORPORATE insurance

buying community overwhelming-
ly contends that the situation at

Lloyd's is more grave than it's
ever been. The dealing on the
domestic market, they agree, may
hurt them in the short and long
run, but the Lloyd's problem
leaves them bewildered.

Here's how those contacted sum

up the situation:
As Lloyd's underwriters in-

crease rates, their capacity de-
creases and those risks that aren't

the best are quickly dumped or

have insurance limits cut, even
though the loss ratios on those

risks aren't unbearable.

For example, on many risks,
Lloyd's underwriters are jumping
rates. Recent reports of 50 % and
100 % increases are not uncom-
mon.

BECAUSE LLOYD'S under-

writers are limited to a specified
amount of premium they can col-

lect each year-and because rates
are being increased-the under-
writers are arriving at their
premium limits more quickly each

year, and, in fact, are consequent-
ly providing that much less ca-
pacity.

For example, if a Lloyd's un-
derwriter is limited to $1 million

in premiums and insures six risks
that provide that $1 million in

premiums during the first six
months of a year, he cannot un-
derwrite any more risks for the
remaining six months of the
year. If he increases his rates
across the board 20% the next

year, his capacity to underwrite
even those six risks has dimin-
ished by the same percentage.

Given such a hypothetical situ-

ation, one risk manager said, the
Lloyd's underwriter is most likely
to eliminate the worst of the six

risks completely.
The underwriting capacity of

the U.S. market operates almost
directly opposite of that of Lloyd's,
another risk manager pointed out.
In the U.S., as premium volume
increases, so too does capacity, be-
cause underwriting surpluses in-
crease.

BUT THE RAPID withdrawal

of underwriting surpluses and the
transfer of those funds to parent
holding companies decreases the

capacity of U.S. insurers. To what
extent this will affect insurance-

hungry corporations is not known
as yet.

The risk manager for one Chica -
Continued on page 30

Late news
Coal miners cover inadequate

LOUISVILLE-About 400 coal-mine operators have filed to meer

deadlines on obtaining insurance coverage for their employes, accord-

ing to the state attorney general's office here. An investigation by the
office showed that many mine operators did not have workmen's

compensation coverage that met state minimums. The state attorney
general's office has issued lists of violators to country attorneys and

urged them to enforce the law, which is backed by fines of $100 to
$500 for each day of violation.

Lloyd's negotiates on trapped ships
LONDON-Lloyd's of London and other British underwriters are

prepared to negotiate settlement on ships trapped in the Suez Canal.
Business Insurance was told. A Lloyd's source said: "In view of the
lapse of time since these vessels were trapped in the Suez Canal and

the continuing hardship to their owners and although no right oi
recovery under the war risk policies has been legally established, war
risk underwriters are nevertheless prepared to negotiate claims."

Kennedy indaw case settled for $700,000
By STEPHEN GILKENSON

NEW YORK-A life insurance ccmpany here has made

a $700,000 settlement to a U.S. corporation on the death
of one of its stockholders, a sister-in-law of Mrs. Ethel

Kennedy, who died in 1967 after choking on a piece of
steak, Business Insul·ance has learned.

The disclosure is one of several intriguing develop-

ments this magazine has uncovered during an investiga-
tion into a recent legal hassle that-had a bitter court

battle ensued-might have had ramifications in the 1968

, Presidential race.
Ironically, it was President Nixon's old law firm of

Nixon, Mudge, Rose, Guthrie, Alexander & Mitchell that

represented the defendant life insurance firm during the

final stages of litigation brought by Great Lakes Carbon
Corp., a company owned by Mrs. Kennedy and her

family, against Citizens Life Insurance Co. and its rein-

surers.

AT LEAST TWO key issues were brought to the

surface during the course of the hassle.

One was whether the insured, alleged by the insurance

company to be an acute alcoholic, had misrepresented

facts about her condition on the policy application. The

other was whether Great Lakes had an economic interest

in the continued life of the insured, a stockholder who

was bound by a stock redemption agreement.

The revelation was the admission by an insurance

company attorney that he and one of the reinsurers had

1 agreed to reject the claim on the basis that the family-

owned corporation might settle for a lesser amount
because of the embarrassment court litigation might

bring one of its stockholders-namely Mrs. Kennedy,
whose husband was being mentioned as a possible Demo-
cratic Presidential nominee at the time.

THE HEART of the case as far as corporation insur-

ance buying is concerned was Citizens' secondary de-

fense, that of Great Lakes having no insurable interest in
the continued life of the insured.

In its defense, Citizens maintained that the Skakel

family, including Patricia Skakel and Mrs. Ethel Kenne-

dy, owned 75 % of Great Lakes Carbon. Twenty-fiye
percent was held by other interests. Mrs. Skakel's share

was 4.5% or 14,370 or 329,062 common shares. Citizens
contended this relatively small amount did not represent
sufficient economic interest to insure a shareholder for

$800,000.

Great Lakes, however, maintained that it made a

practice of insuring the lives of its shareholders. The com-

pany stated it determined the face amount of the policy

"by determining the amount of estate taxes, death taxes,

to be payable in the event of the death of any of the
shareholders."

The taxes on Mrs. Skakel's estate, Great Lakes had

computed, were to be $1.2 million. The company revealed

it had intended to get other policies in the amount of

$400,000 to complete its estate planning on Mrs. Skakel,
but that she had died before these could be obtained. The

company contended that, in the event of Mrs. Skakel's
death, the policy would be used to pay estate taxes so
that her children would not be forced to sell Great Lakes

shares to outsiders.

HOWEVER, the Skakel interests were protected by a

stock redemption agreement signed by all family share-
holders. The restriction requires that in the event of an

offer to purchase from a third party during the lifetime
of a shareholder or with regard to the shareholder's

estate upon his death, the stock must first be offered to
other members of the family who are given an option to
purchase at book value. If the family members refuse to

exercise the option, then the corporation is given an

option to purchase the stock at book value.

Stock redemption agreements have generally been held
by lower courts to constitute "sufficient economic inter-
est" in a shareholder's life. "It is doubtful that the Skakel

family would have wanted to raise $1.2 million to pay

the taxes, and had the option been passed on to the
corporation they might not have been prepared to dip
into working capital to raise the sum."

He added that, while this has been the option of lower

courts, the question has never been decided at the
appellate level, and it is likely that by settlement for the

$700,000 Great Lakes "avoided going to the court of

appeals where they might have ended up. They probably

didn't want to take the chance," he said.

Continued on page 18
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American Bar Assn. recommends

relaxing rules against class actions
WASHINGTON-A commission

of the American Bar Assn. has
recommended that there be cre-

ated a type of consumer action
that would require either more
permissiveness toward class ac-
tion suits or the lowering or elim-
ination of jurisdictional amounts
so that such grouping of claims
would not be necessary.

The recommendation was made

in a 188-page critique of the Fed-
eral Trade Commission carried

out by the ABA commission at
the request of President Nixon.
The report has been submitted to
the ABA board of governors for

approval prior to being sent to
Mr. Nixon.

In addition to endorsing the
principle behind class action suits,

the report urges the Administra-
tion to pursue "with vigor" legis-
lation that would establish private
rights of action for damages and
injunctive relief for consumers
who are injured by unfair and

deceptive practices in violation of
Section 5 of the Federal Trade

Commission Act.

SUCH ACTIONS could be

brought in Federal court, and the
state courts could be given con-
current jurisdiction, the report
states. But, wherever the action is
brought, it continues, "the private
party might rely for his right of
recovery simply on violation of
Section 5 to his injury."

This proposed new private right
of recovery through the use of

Section 5 would "multiply the
effectiveness of the enforcement

mechanism (of FPC) and the se-
riousness of the sanc:ion against

violation, particularly to the ex-
tent that it does not .depend upon
the utilization of FTC resources,"

the report says.
"A whole range cf questions

wol-ld need to be answered in

defining the nature of the private
right, but we do not regard the
solution to these questions as
within )ur jurisdicticn," the re-

port states. Among the questions
it rrientions are:

• Should automatic or discre-

tionary trebling of damages be
permitted?
• Should the existence of an

FTC cease-and-desist order con-

stitute a prima facie case for the
private party against the respond-
ent subject to the cease-and-de-
sist order?

• Should the private right arise
only upon, and pursuant to, a find-
ing of a violation by the FTC?
• Should the right accrue, not

directly to individual consumers,
but instead for their benefit, to
some public authority like the
FTC as parens patriae to collect
amounts of -which consumers have

been defrauded, either to hold in
the public fisc or to distribute

among the defrauded private par-
ties to the extent that they can be
identified?

• Should successful plaintiffs
be awarded attorneys fees, as in

Sherman Act, truth in lending
and civil rights suits? And, if so,
how much?

• Are safeguards on such ac-

tions required to avoid the filing
of frivolous or nuisance cases?

PRESIDENT Nixon's reaction

The insurance squeeze
It can also pinch
your profits.

Curren. corporate expansion is putting the in-
surance industry's underwriting capacity under
the mcst severe s-rain since World War 11. Add to

this supertankers ten times the size of the largest
tanker then; and row jumbo jets twice as large as
any before.

Because insurance companjes are being
asked to cover such an unprecedented volume at
a time of heavy losses and limited new capitaliza-
tion, bisinesses are finding it harder and harder to
get adequate insurance protection. Inadequate
coverage endangers your profits.

In this kind of market, the J&H approach
is the best way to protect your profitability. We
help in a number of ways.

We help you reduce losses (which helps
reduce premiums) by providing you the services
of cur staff of experts on safety, property loss con-
trol and containerization, to name just a few of the
regular services included in the J&H approach.

We also offer our knowledge of world
insurarce markets. If the coverage you need is
ava lab e, we'll find it for you.

We steer you clear of overinsurance, or
eve i more costly underinsurance.

Our approach as insurance brokers and
employee benefit consultants has one aim -- pro-
tecting your profits

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

to the proposed new right of ac-
tion is difficult to predict. He has,
however, said that proposed legis-
lation would be sent to Capital
Hill soon that would allow class

action suits in Federal courts.

In the area of deferred compen-
sation, the House-passed bill pro-
vides for a minimum tax on all

payments exceeding $10,000. This
tax would be based, in effect, on
the individual's rate of tax in the

years in which such payments are
deemed to have been earned.

The White House has specifical-
ly requested that this portion of
the bill be deleted.

"From a conceptual standpoint,
this provision modifies in certain
respects both the cash method of
accounting and the annual ac-

counting period," assistant secre-
tary of the treasury for tax poli-
cy, Edwin S. Cohen, told the fi-
nance committee.

"The annual accounting concept
underlies our entire tax system,"
he said. "While the cash method

of accounting may not lead to
perfect results in some cases, the
imperfections extend to many
areas other than deferred com-

pensation. We believe that with
further study of this problem in
the context of the tax treatment

of all deferred compensation, in-
cluding amounts paid under both
qualified pension and profit-shar-
ing plans and nonqualified plans,
a better solution in principle can
be developed." •

List new
hazardous

occupations
NEW YORK-Astronauts, aqua-

nauts, jockeys, and helicopter

traffic spotters are among a list of
new occupations that present a
substantial hazard, according to
statisticians at Metropolitan Life
Insurance Co.

Data indicates that accidental
death occurs to two jockeys per
1,000, 26 having died from racing
accidents since 1959.

Seven astronauts have suffered

fatalities resulting from accidents
during training or simulation pe-
riods, and at least one aquanaut
perished at ocean bottom while
involved in underwater naval re-
search.

A relatively small occupation,
helicopter traffic spotting, has
claimed the lives of at least ten

men during the last decade.
Traffic spotting is maintained in
only about 13 major cities.

Insurance sources clairn the

high fatality rate indicates the
need for increased safety meas-
ures in the new high-risk occupa-
tions.
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3 M' s fire prevention program keeps *
property insurer' s fire loss ratio low .

By ROBIN MENZ SUHRBIER ]ust what should be done in each ing would have already begun ,

case and this could mean the differ- 4

ST PAUI-A highly sophisti- "After we have completed these ence between a minor and ma]or
cated fire emergency program evaluations with the fire depart- fire loss The first five minutes
oatterned after a typical fire de- ments, we rate each plant in are the most important in any fire
partment setup has helped the 3M terms of hazards, building protec- fighting situation
Co maintain a low fire loss ratio tion, local fire protection avai-lable Fire training for the employes

W S Anderson, supervisor of and plant equipment on hand to is divided into several classes All

safety engineering, reports that
fight fires," George B Dyball, di- production employes and many
vision safety engineer for the 3M clerical personnel receive portable

3M's loss prevention engineering
*N

electrical products group, said extinguisher training Then, de-
and training programs have been

Based upon this rating, emer- pending on the plant classifica-
well established and successful as

gency squads are set up and tion, the emergency squads are
evidenced by the fact that proper- equipment is purchased Because organized-headed by a captain
ty damage losses over a period of many of 3M's plants are located and heutenant-and made up of iL
more than ten years total just a in rural areas or sinall towns, plant personnel
fraction of one percent of total self-rehant fire protection is a The men that are assigned to 8.

values insured During this period must The volunteer fire depart- these squads are quite thoroughly 0

of time 3M has had no significant ments, according to Mr Anderson, trained by the 3M safety engi-
business interruption loss Insur- .are most competent but the long- neering department in fire fight-
ance on all major U S properbes er time needed to respond to a ing and rescue procedures
ts wlth Factory Insurance Assn call makes it necessary for our Squad captains are required to

The company's fire safety pro- plants to get fire fighting pro- attend a three-day comprehensive
gram begins with an evaluation of cedures underway with the mini- fire training course put on by the
each plant in terms of exposure to mum loss of time " company plus a one-week fire
fire and local fire fighting prote- Fire emergency vehicles are course at either Texas A&M or
tion available The intricacies of purchased for 3M plants wherever the Navy Damage Control School
each plant's fire fighting setup an extended time lapse is antici- located in Philadelphia or San , f

depends on this evaluation pated before the arnval of munic- Diego
MR. ANDERSON emphasized ipal fire trucks Mr Anderson Burlap bag "Bertha" has seen many a rescue in her day Here two

that 3M works closely with the mentioned that the volunteer fire 3M employes bring her out of a burning smoke filled building whileLIKEWISE THE lieutenants re-

local fire departments Officials of departments encourage location of ceive the three-day training pro- a 3M instructor supervises The employes are attending a fire safety
the fire departments come in to emergency vehicles at plant sites gram A condensed versicn of the program conducted by the 3M safety engineering department

inspect fire hazards, location of "They feel it'S the way to go in fire 3M program, one day, lS offered ants have completed their kam- Several of the captains and lieu-

exits, evacuation procedures, fire fighting," he said. to engineering personnel, labora_ ing, they then return to their tenants are members of volunteer
fighting equipment at plant site, tory employes, administrative squads and train the members fire departments, which means
etc, and evaluate all this in terms T HE EMERGENCY vehicles staff and "we even encourage our Squad member trainmg must be they are already pretty well

of their capabilities to handle all are located right at the plant site president, vps and others to attend at least 60 minutes a month per versed in fire fighting procedures
possible situations The fire de- and can be run by one man By the one-day session," Mr Ander- member This training is done in and are a great asset to 3M's fire

consultation with the engineering safety programpartment officials also go over the time the volunteer fire de- son said
specific fire situations outlining partment could arrive, fire fight- Once the captains and lieuten- department Continued on page 34

21 states increase Sees bonds
Illinois Bell union local

unemployment pay yielding 5%
NEW YORK-Edward D buys payroll auto cover

Zinbarg, vp and chief econo-
WASHINGTON-So far this New Mexico: Raised the maxi- mist at Prudential Insurance CHICAGO-Negotiations have surers

year 21 states have upped weekly mum weekly benefit amount from Co of America, presented been completed to provide payroll Clyde C Boylls, Illinois Bell's
unemployment benefits, the De- $40 to 50,% of the state's average some figures on probable fu- deduction auto insurance for assistant vp in charge of labor
partment of Labor has reported weekly wage for insured work for ture yields on bonds and about 5,000 Illinois Bell Tele- relations, said that the cost to the

Further changes may be made tne year ending the previous June common stocks at the Nation- phone Co employes, it was an- telephone company of deducting
in states where legislatures re- 30, and set the minimum weekly al Foundation of Health, Wel- nounced here the premium for members of local
main in session or will be called benefit amount at 10% of the fare & Pension Plans confer- Those eligible are members of 165 "will not be anything to speak
back after summer recesses, the state average weekly wage ence here local 165 of the International of at all As far as we are con-

department said North Carolina: Raised the Using a "probability- Brotherhood of Electrical Work- cerned, lt'S union dues
In 17 of the states, maximum maximum weekly benefit amount weighted average," Mr Zin- ers, a local union at Illinois Bell Mr Boylls explained that mem-

weekly benefits were increased, from $42 to a figure computed barg said that high-grade The payroll deduction auto insur- bers who qualify for the plan will
and in four states the minimum annually at 50% of the statewide bonds could produce an aver- ance plan may also be offered to merely request that their union
weekly unemployment pay was average weekly wage members of other locals in the dues be increased the amountage rate of return of 5 % in
raised Two states reduced the States with fixed benefit amounts the next 20 years, that mid- IBEW System Council T-4, which neccesary to pay the premium of
rmnimum weekly benefit. Alabama: Raised the maximum dle-grade bonds and mort- is composed of 12,000 Bell em- the auto insurance The union

weekly benefit amount to $47, and gages could yield 6%; and that ployes then pays the insurer

TWO STATES changed their effective July 1, 1970 to $50 common stocks could give 9 % The progrann is basically a rnass As a prospect for future em-

benefit payments from a fixed Alaska: Raised the maximum rate of return merchandising plan underwritten ployer-paid benefits, Mr Boylls
amount to a flexible amount, weekly benefit amount from $55 by CNA/insurance Union mem- said, "It's just like anything else"Of course," Mr Zinbarg
based on the annually computed on a $5,000 base period wage to said, "any individual pension bers are individually rated and We expect that the union will be
average weekly wage in the state $60 on a $5,500 base period wage fund's investment managers pay for the entire cost of the plan asking for this some time in the

A third state, Massachusetts, raised and the augmented maximum from future Next year, we expect themight produce better or
its fixed payment amount this year, $80 to $85 weekly Raised the min- worse than average results, ROBERT A. Nickey, chairman union to ask for a dental insur-
but will shift to a flexible payment imurn weekly benefit amount from and this possibility would of System Council T-4, told Bust- ance plan "
in 1970 S10 on a $500 base period wage to ness Insurance that the negotiation The Ilhnois Bell labor relationshave to be taken into consid-

In addition two states increased 518 on a $750 base period wage of the payroll deduction idea grew assistant vp said that Ilhnois Belleration in selecting an ac-
their percentages of state average Georgia: Raised the maximum tuarial assumption out of talks during last year's lS not responsible for any errors in

weekly wage weekly benefit amount from $45 strike against Illinois Bell, which deducting the premiums This, he
Following is a state-by-state to $47 and the minimum weekly hit this city during the time that said, was made part of the ar-

rundown of 1969 unemployment benefit amount from $8 to $12 the Democratic national conven- rangement when the union nego-
changes passed by state legisla- effective July 1, 1969 In two to $47 and raised the maximum tion was held tiated the deduction plan .

tures and approved by mid-Sep- more steps, will raise the maxi- augmented weekly beneht amount Mr Nickey said that negotiating
tember mum weekly benefit amount to from $63 to $67 an employer-paid portion of the

States with flexible benefits S49 on July 1, 1970, and to $50 on New Hampshire: Raised the insurance "hasn't been discussed Kaiser risk
Colorado: Raised maximum July 1, 1971 maximum weekly benefit amount as yet "

weekly benefit from 50 % to 60% Maryland: Raised the maxlmum from $54 to $60 The union coordinates enroll-

of the statewide average weekly weekly benefit amount from $56 Oregon: Raised the maximum ment of ltS members The tele- post to Va/ovic
wage to $60 weekly benefit amount from $49 phone company lS cooperating by

Mame: Raised maximum week- Minnesota: Raised the man- to $55 deducting the cost of the auto OAKLAND, Cal -Stefan J Val-
ly benefit amounts from 50% to mum weekly benefit amount from Tennessee: Raised the man- insurance from the paychecks of ovic has been appointed man-
52% of statewide average weekly $50 to $57, and minimum weekly mum weekly benefit amount from participants, in installments ager of insurance for Kaiser Alu-

wage benefit amount from $13 to $15 $42 to $47 minum & Chemical Corp
Massachusetts: Raised maxi- Montana: Raised the maximum Vermont: Raised the minimum UP TO 15% savings over indi- Mr Valovic came to Kaiser Alu-

mum weekly benefit amount from weekly benefit amount from $34 weekly benefit amount from $10 vidually underwritten auto insur- minum's Insurance department in
$57 to $62 effective following Oct to $42 and lowered the minimum to $15 ance policies are expected 1966 from Standard 011 Co of
5 1969, and reduced minimum weekly benefit amount from $15 Puerto Rico: Benefit changes af- through the mass merchandising California He graduated from Il-
weekly benefit payment amount to $13 fected agricultural workers only, plan A 40-year-old man with two linois Institute of Technology in
from $12 to $10 Also, raised the Nebraska: Raised the maximum raising their maximum weekly late-model cars purchasing mini- 1952 with a degree in fire protec-
maximum weekly benefit amount weekly benefit amount from $44 benefit amount from $20 for an- mum liability, uninsured motor- tion and safety engineering, and
to a figure equal to 52 5 % of the to $48 (becomes effective three nual wages of $1,500 or more to ists insurance, plus comprehen- received a law degree from the
statewide average weekly wage months after the state legislature $26 for annual wages of $2,000 01 sive, $100 deductible, medical John Marshall Law School, Chi-
for the 52 weeks ending the pre- adj ourns) or more Decreased the agricultural payments and towing insurance cago, m 1960 He is a member of
vious March 31, to become effec- Nevada: Raised the maximum workers' minimum weekly benefit would pay $408 a year less than the California and Illinois Bar
tive Oct 4, 1970 weekly benefit amount from $43 amount from $7 to $4 • rates charged by most Illinois in- Assns .



Congressman wants crime coverage
liable through state FAIR plans

WASHINGTON-Rep. Frank tion of risk and territory, exclud- pliance in HUD to police the op-
Annunzio (D., Ill.), one of Capital ing surcharges and condition eration of the FAIR plan pro-
Hill's most vocal critics of the charges. gram.

insurance industry's handling of In addition, the bill would elim-
the 1968 Federal riot reinsurance inate discrimination in brokers' IN INTRODUCING thebill,
(FAIR plan) legislation, has in- and agents' commissions, thus en- Rep. Annunzio charged that while
troduced a bill that would re- couraging brokers and agents to the 1968 riot reinsurance act is

quire that the so-called crime sell the FAIR plan insurance; still valid in theory, it "has not
Lines-vandalism, malicious mis- provide Federal guaranties for worked out." For example, he
chief, burglary and theft-be of- performance bonds for small said, "in Chicago, we found that
[ered under the FAIR plans. The business construction contractors many companies were still refus-
bill also provides that the Federal and sub-contractors; provide rein- ing to write in inner-city areas;
government write coverage di- surance of losses that occur dur- that after the law was signed,
rectly if the rates for insurance ing the construction or rehabilita- many companies arbitrarily can-
through the FAIR plans exceed tion of habitatior-al pr o pe r t y; eeled policies and 'dumped' those
175 % of the "manual rate." eliminate state sharing in riot loss policies into the FAIR plans; that

Manual rate is defined as the payments, in order to encourage the FA[R plan rates were double
Lowest approved or advisory rate more states to participate in the and sometimes quadruple the nor-
filed by the principal rating or- FAIR plan program; and, provide mal rates for such policies; that
ganization for the same classifica- for an office of review and com- inner-city property owners had
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no knowledge of the availability
of FAIR plan insurance; that bro-
kers and agents were reluctant to

put policies in the FAIR plan be-
cause the commissions for such

policies were much lower than the
commissions paid by private in-
dustry and the inner-city proper-
ty owner, in most cases, was left
to the so-called high-risk writers."

The bill is Rep. Annunzio's sec-
ond proposed solution thjs year to
the problem of getting crime lines
coverage to the inner-city busi-
nessman. In May, he introduced a

proposal that would provide for
the direct writing of crime insur-
ance of small businesses by the
Small Business Administration.

Under that bill, SBA would estab-
lish a schedule of insurance pre-
miums based on the needs of the

small businessman and the type of
risk to be covered.

His new proposal would set the
rate for Federally written insur-
ance at 175 % of the "manual

1
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rate."

The 1968 riot reinsurance legis-
lation would allow the HUD sec-
retary to require that FAIR plans
offer crime insurance if he had
approval of his 19-member nation-

represent state and Federal gov-

and the general public.
Insiders at HUD's Federal Insur-

ance Administration-which ad-

cities.

At the present, they hold, such
a move would probably wreck the
entire program.

filed a report to Congress by July

resinsurance and other means to
help assure the availability in in-
ner-city areas of crime insurance.
HUD Secretary George Romney
has asked Congress for an exten-
sion of time until June 30, 1970 to
file the report, but Congress is
likely to give him only until De-
cember 31. I

California
bill meets

insolvency
SAN FRANCISCO-Gov. Ron-

ald Reagan is expected to sign
into law a measure adopted by
the state legislature at the session
just ended that calls for creation
of a new California Insurance
Guarantee Assn.

All insurance companies doing
business within California must

belong to the new association,
which is designed to protect in-
surance buyers against future in-
surance company failures.

The new association will have
the power to assess each member
to provide funds to pay the claims
of an insolvent insurer if an in-

surance company should go broke
and be unable to pay claims.

BECAUSE THE Legislature
gave the measure an "urgency"
rating, it will become effective as
soon as it is signed by the Gover-
nor.

The new law covers all lines of
insurance except for title insur-
ance.

Charles A. Brown, manager of
the American Mutual Insurance
Alliance, points out that "there
have been only about 25 insurance
company failures of one kind or
another in the past 20 years.

"Losses suffered by people in-
sured," Mr. Brown added, "were
comparatively slight in compari-
son to the volume of insurance
written."

THE ASSOCIATION will be

managed by a nine member in-
surance industry committee, which
will be appointed by State Insur-
ance Commissioner Richard D.

Barger.
The committee will have au-

thority to submit reports and to
make recommendations to the In-
surance Commission regarding the
financial status of a member in-

surance firm.

A somewhat similar proposed
Federal "insolvency fund" now
before the U. S. Congress would
impose a "premium tax" on in-
surance buyers to create a $36

million a year fund to defray
costs of a Federal Insurance Com-

pany Guaranty Corp. •

Eager ioins broker
Robert W. Eager, formerly as-

sistant regional manager of the
Employers-Commerical Union
Group, has joined Bayly, Martin
& Fay, New York insurance bro-
ker, as vp-marketing.



The revolt
of Saul LeVine

Maybe he won't go down in
history with the Boston Tea
Party or Shays' Rebellion, but
Saul LeVine is a hero.

To all who have ever waited

longer for their luggage than
their first offspring, Saul is
golden.

To all air passengers who
have been told in their wander

ings that 6 6 Gate 5 is just ahead"
and are still walking, take
heart! Saul is coming!

Saul's company, Stearns
Manufacturing, Flat Rock,
Michigan, makes Transi-
Tread Conveyor Systems for
speeding people, luggage,
materials and cargo through
air terminals.

It all finally got to Saul.
The waiting. The walking.

He fought back with a com-
pany that now has equipment
throughout the United States
and in Europe. And the future
plans include the entire world.

Now all over the country,
people are standing their ground
and moving, with luggage-
along conveyors that Stearns
has produced.

Saul LeVine used creativity
in his revolt against travelers'
annoyances, and he has asked

us to apply our creativity in
servicing his company's in-

surance needs.

Anything less from the
business insurance ex-

perts would be revolting.
Insurance ought to

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

Employers Insurance of Wausau.
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Federal takeover of work comp
1. F

imminent, business, state reps told
NEW YORK-"Where is work-

men's compensation going after a
half century of state control?"
was the question pondered here
the other day by a group of Fed-
eral officials, a representative of
the system at the state level and

some insurance people.
If any conclusion was reached

at the all-day session held at the
Pla7a Hotel, it was the realization

by the seven panelists and 75 rep-
resentatives of business and in-

surance in the audience that re-

cent legislation introduced in both
the House of Representatives and

Senate poses a "definite

threat" to the state workmen's

compensation system.
A key Congressional aide star-

tled the audience when he de-

c.ared that he sees "no hope" of
the states improving their com-
pensation Trograms "in the fore-
se€able future." Another Wash-

ington insider said he tho-ight it
was "doubtful" whether the states

could head off Federal interven-

tion, and a state industrial com-
missione. conceded Federal take-

over was " imminent."

WHAT WAS DESCRIBED by
one speaker as "a direct invasion
of the sta=e workmen's comperisa-
:ion sys-.em" were recent moves
by Rep. Carl Perkins and Sen.
Jacob J:vits. Rep. Perkins, on the
one hand, has introduced a bill in
the House that would allow the

Federal government to se: cover-

age and benefit standards, take
over claims procedure in some in-
stances and also prouide Federal
gr E nts for aciditional cosi cal_sed

by "improved admin_strasion" of
a state's workmen's compensation
laws.

Sen. Javits, on the other hand,
has introduced a bill that would

establish a national con--mis sion

on state workmen's compensation
laws to undertake & comprehen-
sive study and evaluation if
them. Although the purpose of his
biL is not to Federalize the state

warlanen's compensation sys:em,
it is believel its ultimate effect

could have that result

Sen. Javits was to have teen a

speaker at the conference, but he
was f)reed to cancel at the last

moment. Speaking for him on
some of the issues was Eugene
Mittelman, counsel for the Re-
publiean minority on the Senate

comm-ttee on labor and public
welfar e.

MR MITTELMAN expressed
his and Sen. Javits' concern that

the system is not now fulfilling
the pirpose it was intended to
when first begun in 1919. He not-
ed that then the system's basic
purpose was to replace between
50% End 662,5% of a person's in-
come if he were to become dis-

abled as a result of an accident on

the job.

In tne period between 1940 atid

1966, when the cost of living rose
sharpBy, Mr. Mittelman said,
worknen's compensation benefits

declined drastically. In 1966, he
cited 30 states were paying bene-
fits below 50% and seven of them

Straight talk from men whc know the Atlantic Companies:

Atlantic brings you in at top
management level" i.. BL- OmahE. NebraskaMr. Arthur W. Pinkerton, President,

"The President of Atlantic tales two days of his time
to listen to you at Council meetings. It is the most
impressive Councill have ever beer associated with.
There is great sincerity and genuine interest."

Mr. Pinkerton represents 30 insurance companies.
During his nine-yeaf associdion with Atlantic his

 firm has experienced- a majo- expansion. He was a
member of Atlantic's Regional and National Agents
Advisory Council in 1956, 1967 and 1968.

"This is the greatest age of tir-rroil the industry has
ever known. Personal} relationships are disappearing.
The computer is taking over. But Atlantic is the

* shining exception."

Atlantic believes, as it always hass that people are
important and that person to person contacts be-
tween producer and -Orrpany at all levels are more
important now than ever before.

"Atlantic has outstanding field meri. Their morale is
high. And they are imaginative.'

4

4 ft

That's because Atlantic's field men are confident in

their jobs. They are encourazed to think for them-
se'ves, to suggest new ideas and to corsider new
ideas fro-n Atlantic agents.

"i like Atlantic's quality standairds in selecting new
agents. We don't bump heads with other Atlantic
agents in Omaha. Tils helfs wien an account calls
in more than one agent."

At antic's quality standards heve been maintained
for 127 Years. Atlantic's solid. growth record was en-
hanced last year by new highs in written premiums,
assets and policyholders jurplus.

Quite likely, Atlantic's basic stability, personal out-
look and exchange of ideds can be good for your
agency. Tafind out more, *ritesArthur W. Pinkerton,
Pihkerton-Madden-Burforc, -7101 Me cy Road,
Omaha, Nebraska 681061 08:Mr. David A. Floreen,
President,]The Atleitic <Companies, 45 Wall Street,
New York, N. Y. 10005.

The Atlantic- Companies
A-LANTIC MUTUAL INSURANCE COMPANY

CENTENNIAL INSURANCE COMPANY
f Home office: 45 Wall.Sheet, New York, N. Y. 10005

Multiple Llns Compa,le Writing

w- viv  Marine, Firr and.CasSa ty Insurance
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-Alabama, Georgia, Indiana,
Louisiana, New Jersey, Oklahoma
and Texas-were even below the
40% mark.

"My personal view, while cer-

tainly not Sen. Javits', is that
there is no hope that the states
will improve their workmen's
compensation programs in the
foreseeable future," Mr. Mittleman
declared. He added that there is

an increasing sentiment in Con-
gressional circles that "direct ac-
tion" by the Federal governmnet
is the only answer, but predicted
that Congress is more apt to em-
brace the commission idea ad-

vanced by the New York senator
rather than the more overt meas-

ures of Rep. Perkins' bill.

SPEAKING ON BEHALF of

the proposed Perkins legislation,
Donald Baker, associate general
counsel for the House committee

on education and labor, said that
the "frontal assault on the system,
while not the first, reflects a
growing concern that private in-
surance systems administered by
the states are not as effective as

they should be.

"The system remains inade-
quate although the fact that

growing amounts in terms of total
benefits-now over $2.25 billion
annually-is admirable/' Mr.

Baker said. Among other inade-
quacies, he cited the fact that
20% of the work force is still

unprotected by workmen's com-
pensation.

"Unfortunately," Mr. Baker
said, "these are those least able to
care for themselves. It would ap-
pear," he added, "that minimum
standards are going to be need-
ed." Asked if it is possible the
states will improve their systems
sufficiently so that Federal gov-
ernment controls may be obviat-
ed, Mr. Baker replied: "On the
basis of experience, I think that is
doubtful. State A who competes

with State B for industry is not
likely to add to an industry's bur-
den by increasing workmen's
compensation costs," he said.

DONALD L. REAM, a Labor
Department expert on workmen's
compensation, said that his de-
partment supports Sen. Javits'
approach.

"The Department of Labor feels
that the problem can be solved by
the states," Mr. Ream said. "It
does feel, however, that basic
laws should be uniform between
the states.

"A thumb is worth more than

an arm in some states," Mr. Ream
told the gathering. "'I'his isret
right. This isn't right at all.

"The Department of Labor cer-
tainly welcomes an inquiry such
as that proposed by Sen. Javits'
bill," he added. However, when
questioned he said that the Sena-
tor's proposed commission should
not concern itself with statute

language. "The facts should be
made available by the commission
and from that legislation should
be drafted," he said.

(AN INFORMED source at the
conference told Business Insurance

that President Nixon himself may
make a major address on the sub-
ject in the near future.)

The views of the states on the

proposed legislation were ex-
pressed by Harry W. Dahl, secre-
tary of the International Assn. of
Industrial Accident Boards and

Commissioners and the Iowa in-

dustrial commissioner.

Mr. Dahl, an articulate spokes-
man for the opposition, said that
the IAIABC is "concerned with

the present workmen's compensa-
tion system.

"We agree," he said, -there are
areas that must be broadened and

areas where administrative pro-
cedures should be streamlined. To

be sure, workmen's compensation
Continued on page 32



iliiiiwashington watch
Expect U.S. approval of employer
funds for care centers, scholarships

WASHINGTON-The Taft-

Hartley Act is certain now to be
amended to permit employer con-
tributions to jointly administered
trust funds established to provide
employes, their families and de-
pendents with educational schol-
arships and to establish child care
centers for preschool as well as
school-age dependents. The Sen-
ate passed such a bill September
12 and the House-which passed
the proposal in the 89th Congress
-will be voting on it soon.

It is likely that Taft-Hartley
will be further amended some time

this Congress to allow employer
contributions to trust funds estab-

lished for joint industry promotion
and research and development 6f
products in the construction trade
and for joint committees or boards
to interpret provisions of collec-
tive bargaining agreements. This
amendment, however, is somewhat
more controversial than the schol-

arship day care proposal. Both Sen-
ate and House labor committees

have begun hearings on the mea-
sure. The House passed it last Con-
gress.

The section of the Taft-Hartley

Act that would be amended by
the two proposals is 302. This sec-
tion flatly prohibits payments by
employers of money, or anything
else of value, to employe repre-
sentatives, except in very limited,
and carefully defined situations.

Primary among these exceptions
are payments to jointly adminis-
tered trust funds set up for the
purpose of providing specifically
outlined benefits.

THESE BENEFITS include

medical and hospital care, pen-
sions, compensation for occupa-
tional injuries and illnesses, and
insurance to provide any of these.

Also, trusts may provide unem-
ployment benefits, and life, disa-
bility, sickness and accident in-
surance.

Section 302 was amended in

1959 to include payments to trust
funds for pooling vacation, holi-
day, severence and similar bene-
fits and to defray the costs of
apprenticeship and other training
programs.

Both of the proposed new
amendments to the section are os-

tensibly voluntary-like the origi-
nal exceptions. That is, if man-
agement does not want to bargain
with the union on these trust

funds, it can refuse without it

Police unit

adopts group
auto plan

HARTFORD-The Hartford In-

surance Group, which recently
moved into the mass merchan-

dised auto insurance field when it

signed a contract with a UAW
local at the General Motors Buick

division in Flint, Mich., has made
the plan available to a second

group.

The 1,200 members of the Mich-
igan State Police Troopers Assn.
are now eligible for coverage un-
der the concept. Details were
worked out with Hartford by the
association and Campeau, Mullal-

ly & Meier Inc., a Muskegon,
Mich., insurance agency. Prem-
iums will be paid via payroll de-
ductions deposited in the State
Employes Credit Union. •

being an unfair labor practice.
From a practical standpoint,

however, some observers feel that
this management "out" clause is
almost meaningless. It is no secret
that during the heat of contract
negotiations any item that labor
wants to discuss is seldom ignored
by management if there is hope
that this discussion will break an

actual, or potential, impasse.
WHILE CONGRESS is moving

to broaden the benefits that can

be provided by jointly adminis-
tered trust funds, the Internal
Revenue Service has moved to

narrow the scope of these and
other employes' beneficiary asso-
ciation funds.

This was done in January when

the IRS issued proposed regula-
tions defining the types of em-
ployes' beneficiary associations
that are exempt under the tax
laws as those that provide life,
sickness, accident and "other ben-

efits" that are "intended to safe-

guard or improve the health of
the employe or to protect against
a contingency that interrupts earn-
ing power.

Pension plans are not affected
by the regulations because the
IRS policy regarding them in
covered by another section of the
code.

Thus, the IRS said, "other ben-
efits" include such things as vaca-
tions, subsidizing recreational ac-
tivities, providing vacation facili-
ties and severance payments or
supplemental unemployment com-
pensation benefits made because of
a reduction in force or temporary
layoff.

BUT, IT DOES not include such
things as the furnishing of schol-
arships to the members' depend-
ents, or of providing automobile
and fire insurance, the agency
said. It presumably also would not
include day care centers, appren-
ticeship programs, and certain

quick! how much would it cost
to replace your business property?

The time it takes you to answer this question can make
all the difference in the world to your company. Today's
fast pace of change makes it easy for insurance coverage
to become obsolete... virtually overnight.
Experienced valuation counsel is the key to determining
insurance placement and keeping coverage current-
measuring and recording the impact of inflation,
property changes and depreciation.

Assisting corporate decision-makers is our business.

ULLII,(566 *ikuiu,(te, Oeplenluer ZO, 1303/ 4

unemployment benefits.
The proposed regulations have

caused a loud outcry from labor
unions. The AFL-CIO has

charged that they would destroy
some funds, eliminate benefits
under others and disrupt collec-
tive bargaining.

Actual promulgation of the reg-
ulations is not likely to take place
for some time-if ever. Treasury
personnel are up to their ears in
work on the new tax bill, an offi-
cial told Business Insurance, so it

is unlikely they will be working
on the regulations at all within
the next few months.

In addition, he said, the tax bill
itself deals with other tax consid-
erations concerning employes'
beneficiary associations, which
were also taken up in the pro-
posed regulations. Because of this,
the treasury will probably not
move on the regulations, even if it
gets ready, until it sees the final
form of the tax bill. •
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FCIA Export Credit Insurance is a
Info for Buyers offers ma- free brochure explaining the serv-

JAMES C. GREENE COMPANY
believes will be of value to Insurance Assn and what FCIA

GENERAL INSURANCE ADJUSTERS its readers The complete insurance covers Also included is
name and address of each sup- a bi ief discussion of recent pro-Home Office: 323 W. Morgan St., Raleigh, N. C. 27603. Hot line 919 832 6614 plier of information is listed gram innovations To obtain a
so that readers can write di-

29 offices in North Carolina  15 offices in South Carolina copy, wi ite the association at 250
rectly to the publisher, simply Broadway, New York, N Y 10007
saying that they saw the item

rNATIONA[nt in Business Insurance. • The Machinery and Allied
More offices 11 ASSOCIArION il

< INDEPENDENT f More sipervision Readers are invited to sub- Products Institute has published
9 INSURANCE f mit items for inclusion in this Directors' and Officers' Liability

More adusters AADJUSTIRS#

1\U 1/1 More specialized service column A sample of the lit- Insurance ... Some Management
*6616# erature should be sent to Considerations. The item reviews

Info for Buyers, Bunness In- m general terms the source and
IT'S 'GREENE' IN THE CAROLINAS sur(mee, 740 Rush Street, Chi- nature of the habihties of corpo-

cago 60611 rate directots and officers, corpo-
rate mdemnification arrangements,

write for brochire some pertinent pubhc policy con-
• An illustrated 16-page booklet siderations and available liability
has been released by the sprinkler insurance The publication is
division of "Automatic" Sprinkler available to MAPI member com-
Corp of America The High Cost pames at $1 and to nonmember
of Burnmg describes, through sta- companies at $2 by writing MAPI
tistics and specific examples, how at 1200 Eighteenth St, NW
sprinkler systems can pay for Washington, D C 20036
themselves through reduced in-

444 surance premiums The item also • Corporate Policyholders Coun-
examines the possible advantages

4, sel has released a brochure de-
to companies of leasing fire pro- scribing group benefits as well as
tection systems Methods of ana- dealing with all aspects of riskAZ#**»I lyzing and protecting against spe- management Your Insurance Pro-
cial hazards are also desci ibed

gram: An Impartial View explains
Address requests to John P Don-

reasons for using an insurance con-

'ti» p nelly, director of corporate corn-
sultant and presents the ob]ectives

kler Corp of America, 722 Illumi-
mg a property and liability pro-

nated Bldg , 55 Public Sq, Cleve- gram For a free copy contact the
land, 0 44113

independent insurance consultants
through Robert J O'Meara, em-

• Honeywell Inc has compiled
' :42*4 '

ploye benefits manager, 20 Wack-
«%,S information on the use of comput- er Dr, Chicago, Ill 60606

. ers m transportation m a booklet
/.

.,4/ d concerning a railyard switching 0 What should the safety engi-, St» SSY system built by Wabco There is neer dealing with problems of in-

system helps reduce accidents in spiratory protective equipment"
the possibility that the switching dustrial hygiene know about re-
the yard, although there are no An eight-page item compiled bykid/ 5 - statistics available To obtain the

D E Albert, Mine Safety Applt-
booklet, contact Honeywell's com- ance Co, Pittsburgh, Pa, and re-
puter control division at Old Con- leased through the National

4»r necticut Path, Framingham, Mass Safety Council covers the subject

1
A 01701

The Illustrated pamphlet is titled
Respiratory Protective Equipment

. Exploring New Insurance Ho- and is accompanied by revision
rizons... presents the history Data Sheet 444, also illustrated11 ..,· ,

2; t

firm 1-sts case-history type sum- National Safety News, 425 N
maries of work completed for Michigan Ave, Chicago, Ill 60611
various kinds of companies For a Please indicate stock numbers
free copy write the company, in 111 17-29 and 123 04-444 for the
care of David L Glueck, vp, 175 two items

.2., yi¢ar
» 6,4 - W Jackson Blvd, Chicago, Ill

60604

f . If You Don't Believe in Astrol-

ogy...isa fold-out brochure
• The Mutual Benefit Life In- published by State Farm Insur-

.f surance Co , 520 Broad St, New- ance Cos Based on a zodiac
ark, N J 07101, has released a theme, the item would make an
12-page booklet free to col porate Interesting and Informative em-
insurance buyers, employe benefit ploye handout because lt deals

. 9. 9. 4.. plan managers, insurance brokers with fire prevention safety tips
and consultants Developing the for members of the household It
Company's Retirement Plan ex- is available through any of State
plains in non-technical terms the Farm s 22 regional offices or the
essential elements involved in es- main office in Bloomington Ill
tablishing a corporate pension plan 61701
It covers tax advantages from the

1- 3f».t

and the employe, standard and Standard for Explosives Motor

Keeping yourfingers crossed optional provisions that can be Vehicle Terminals, is available for
included, factors responsible for 75¢ from the National Fire Pro-
short- and long-term costs, and tection Assn, 60 Batterymarch St,
the different contracts and serv- Boston, Mass 02110 The material,is apoor substitute for insuring ices provided by a life insurance which discusses terminals defined
company for underwriting the as "interchange lots" where ex-
plan Several auxiliary pamphlets plosives vehicles are parked, "less-

your boilers and machinery are included Write the director of than-truck-load lots" for unloading
group pension sales at the com- and reloading partial loads, and
pany on your letterhead vehicle maintenance shops, and/

or driver rest facilities The ma-

with Fairfield & Ellis*4<51 • The Industrial Policy is an terial iS being submitted for offi-
illustrated brochure from the cial adoption by the association
Home Insurance Co , 59 Maiden The item is NFPA number 498-T
Ln, New York, N Y 10008 The
literature disects the policy in • Information on two oscillating
terms of property damage, bum- cameras designed for the preven-
ness interruption, automobile lia- tion of shoplifting, employe theft,
bility, crime and fidelity, excess holdups and bad checks is avail-
and catastrophe coverage, work- able from the manufacturer of
mens compensation and ocean ma- Photo-Scope Model E and Photo-

State Street Bank Building, 225 Franklin Street, Boston. rine insurance Scope Model Z, Security Elec-
tionics, Inc, 1503 Howard St,

New York. Montreal. • U.S. Trade Expansion through Omaha, Neb 68102



• The second edition of Profit

Sharing in Perspective, by B. L.

Metzger, has been published by
the Profi t-s haring Research
Foundation. The up-dated infor-
mation places primary emphasis

on: unionized profit-sharing com-
panies; problem-solving through
profit sharing; profit improvement
tied to profit sharing: incentive
methods, today and in the future;
cash-deferred options in profit-

sharing plans; and increased pro-
ductivity through joint participa-
lion. The study costs $8.50 and is

available by writing the founda-
tion at 1718 Sherman Ave., Evan-
ton. Ill. 60201.

. Contelco-Guard, an alarm unit
designed by Continental Tele-
phone Supply Co. Inc.,17 W. 46th
St., New York, N. Y. 10036, offers
three-dimensional protection
against fire and break-ins. An op-
tional emergency dialer silently
dials the proper authorities with
pre-recorded emergency messages.
For more information on the de-

vice contact the company.

. Comparing and Appraising In-
vestment Performance of Pension

Funds is an 80-page book offered
by the National Foundation of
Health, Welfare & Pension Plans.
It is the sequel to Measuring and
Reporting Investment Perfor-
mance of Pension Funds and at-

tempts to correct the fact that
often. invalid and/or inappro-

priate measurements are made
and used for purposes of compari-
son. This research study explains
how to reach valid conclusions

drawn from valid comparisons.
Single copies are $1.25, five or
more are 75¢ by writing Mr. Lee
R. Polacheck, President, P. O. Box
898, Elm Grove, Wis. 53122.

• The American Society of Pen-
sion Actuaries has released a new

instruction manual, Actuarial Cal-
culations of the Auxiliary Fund
in Pension Plans Utilizing Whole
Life Insurance. The manual is

written to enable the layman to

compute the annual costs of any
combination plan using simple
arithmetic and is supplied free of
charge to ASPA members. Single
copies may be purchased for $12
by writing: American Society of
Pension Actuaries, 304 Sinclair
Building. Fort Worth. Tex. 76102.

• Johnson Service Co., P,O. Box

456, Carrollton, Tex. 75006, has
released several pieces of infor-
ination on its G-1 Microwave Mo-
tion Detector, and associated corn-

ponents. The manufacturer states
that the detector is not affected

by noise, air motion or tempera-
lure variations and that the alarm

relay connection can be made to a
local alarm device or to a tele-

phone line for remote monitoring.

• Information on the Sonitrol

Security System is available by
writing Sonitrol Corp., Daleville.
Ind. 47334. One of the features of

the system is that every sound in
a building is picked up, processed,
and sent to a central monitoring
point so that entry cannot be
gained through walls or roof. In
case of line breakage or deliberate
jamming attempts a signal is giv-
en to notify the operator. No warn-
ing is given to scare burglars
away, aiding convictions. Equip-
ment is completely automatic and
each unit is fully interchangeable
and self-contained.

• Advance Data Systems Corp.,

336 N. Foothill Blvd., Beverly
Hills, Cal. 90213, has released a
four-page brochure, Access. Illus-
trated with photographs and a ta-
ble, the item discusses automatic
card control entrance security

systems and compares the critical
security system ( which codes up
to 16 areas) to the general securi -
ty system ( which codes up to four
areas).

States get another year to ask riot cover
WASHINGTON-States are

certain now to get another year in
which to enac. legislation provid-

ing the state layer of reinsurance

that is necessary to participate in
the Federal riot reinsurance pro-
gram.

The cutoff date for such legisla-

tion was August 1, 1969, but
Housing and Urban Development
Secretary George Romney has
asked Congress to extend the date
until August 1, next year. and his

request will be granted.

Of the 31 states that adopted
FAIR-Fair Access to Insurance

Requirements-plans, as the fii·st

step in participating in the 1968
Federal riot reinsurance program,
26 took the second required step
and obtained approval of the state
reinsurance layer from their leg-

islature by the August 1 cutoff.

SECRETARY Romney won't,

however, get Congressional ap-
proval of his request for an 11
month extension of time for

HUD's Federal Insurance Admin-

istration to file a report on feasa-

bility studies regarding reinsur-

ance and other means zo help as-
sure the availability in inner-city
areas of burglary and theft insur-

ance.

The report was due July 31,
and Congress will probably give
HUD only until December 31 to

get it prepared, despite Secretary
Romney's protests.

While only 26 of the 50 states
are actively participating in the

Federal riot reinsurance program,
sorne 75 % of all insured property

in the nation is located in these 26

states and is now covered by Fed-
eral reinsurance against riot
losses, according to the Federal
Insurance Administration esti-

mates. And, the FIA contends that
over 90% of the nation's insur-

ance business is reinsured under

its program.

From the start of the program
August 1, 1968, to June 30, 1969, it
had taken in $33 million in in-
come and spent only $1.3 million.
of which $800,000 went for claims.

About $400,000 of the claims were
paid in connection with a fire in

Des Moines. Iowa.

The program had about 290.000

requests for reinsurance through

the FAIR plans during the 11
months. Some 235,000 premium
quotes were made; 19,000 requests

for 1·einsurance were declined-

most conditionally-and 162,000

policies were written.

Property valued at around $4
billion was reinsured with an av-

erage premium of 5200 and an ar-
erage property value of $23,500. •

Police sign contract
For the fii·st time in the town'E

history, a formal contract agree-

ment has been signed with the
Plainville (Conn.) Police Union.

Local 1706, Council 15, AFL-CIO

It iiicludes provision of Blue
Cross and Connecticut Medical

Service without cost. Also provid-
ed is a major medical insurance

policy for 510.000. Negotiations on

pensions will begin in October.
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Nixon tax plan wants status quo
for deferred compensation setups

are workable and carefully
thought out.

WASHINGTON-The battle

lines have been drawn.

The House passed its version of
tax reforms back in August. The
White House then came to the

front with its views. Now the

Senate finance committee is lis-

tening to the public-Wall Street,

business and the professional
community.

In the end, there will probably
be some changes made, perhaps
not all this year-the dividing

points may be too sharp; the fight
in Congress could be rough. But
some decisions will have to be

made-sooner or later.

IN THE MEANTIME, here's
how the Nixon Administration re-

sponds to some of the contemplat-

ed changes as passed ty the
House.

Executive compensation: The
Administration goes alcng wili
the House proposal to set 2 50 %
ceiling in rates on income E:rn€ d

on a job. But the White House
disagrees with the present bill
that would tax deferred ecrr.Ken-
sation when earned-instead of
later. Nixon wants dderred com-

pensation to be taxed Eis always.
Perhaps the excuse for tze Ad-

ministration's hands-off pcliD: if
deferred compensation is t:s:t the
treasury is now engaged in an
in-depth research prcject o.' such
plans together with a stly of
qualified pension and profit-shar-
ing plans. It wants tc recommend
separate legislative changes th at

Thetyphoonstruck Guamat9:15
AM. Within minutes, buildings and
lives crumbled. Guam was in a sham-

bles. The local AIU representative's
office in Guam was hit and hit hard. An

employeelaterdescribedthescenethis
way: "The first thing we did was make
sure we were all alive. Then we started

assessing the disaster. Requests went
out for AIU adjusters to Tokyo, Manila,
NewYork, Hong Kongand Paris.Within
hours they arrived, and for countless

PENSION PLANS: Small cor-

porations utiliz.ng Subchapter S
of the tax law can now have their

cake and eat it In other words,
they can elect nit to be taxed as a
crporation-and still have the
advantage of a qualified pension
for their stcckholder-employes.
But the House proposes to do
away with this. It wants to limit
pension contribitions for princi-
pals to the 10% -$2,500 annual
ceiling now allowed self-ern-

Floyed individuals under the

Keogh Law.

President Ni>on wants to keep
i-: the way it is-at least for the
t.me being. His reason: The treas-

days and -igh-s wi:hout sleep. we
processed =la ms and issued checks.
$3,00),OOC in checks were written in
that little st=rm rackedoffice in Gua-n."

Guarr is a small island in rhe

Pacific. But. tte American Interna-
tional Und Erwriters was there w thin
hours after disester struck. This kind

of insurance sen/ic=. is not unusual

for AIU. We have offices and agencies
in over 100 coun.ries throughout the
world. Ourpeofle speak the local lan-

ury thinks changes affecting Sub-
chapter S pension plans should
await later consideration as part
of its overall review of deferred

compensation and qualified pen-
sion and profit-sharing plans.

MOVING FAMILIES: Both the
House and the Administration of-

fer tax relief for employes in :he
form of generous deductions for
moving expenses. The House

wants an employe to mov- at
least 50 miles before he's entitled

to the tax deduction. Nixon says
20 miles will do.

Capital gains: The House wants

to change the holding period to 12
months for long-term capital gain
treatment. The President would

not change the holding period be-
yond the present six menths.
What's more, Nixon would not
end the 25% maximum tax on
capital gains but would ins-ead
limit its use to a maximum

amount in any tax year.
The House would raise the ceil-

guage. They know the local laws, cus-
toms and business methods. They are
at home anywhere.

American International Under-
writers have met the insurance needs

of individuals and industry for nearly
50 years. Whether it be Guam, Paris,
Tripoli or Buenos Aires, a representa-
tive of the American International

Underwriters is ready to provide com-
plete insurance coverage for industry
and the individual.

American International Underwriters
102 Maiden _87€, New York, N.Y. 10005

When a typhoon hit Guam,
this little room

suffered $3,000,000 in damages.
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ing to a maximum of 35 % for
persons above .the 50% income
tax bracket.

CORPORATIONS: Many stiff
new rules are planned, such as a
cut in depletion allowances, added
levies for utility companies, and
banks and other financial institu-

tions would be hit with additional

taxes under both proposals-less
under the Administration plan,
however.

The Administration proposes

these corporate tax rates: 21%on
the first $25,000 of taxable income
by 1972; 46 % on the excess-a

2 % reduction of present corporate
rates.

Gasoline tax: The President

would wipe out deductions for
state and local gasoline taxes. No
such provision is in the House
bill.

Foundations: The House pro-
posed a 7.5 % tax on investment
income frorn foundations. The

treasury did not go along with the
House idea that private founda-
tions should pay their fair share
cd the tax load. The Administra-

tion feels a 2% tax is adequate.
Single People: The White House

does not go along with the exten-
sion of head-of-household rates to

single folks over age 35. Instead,
it would establish a new tax rate

schedule for single people that
would reduce the spread between
jojnt rates and individual rates.

The treasury also rejected the
joint return rates for widows and
widowers with dependent chil-
dren-it would delete this provi-
sion from the House bill.

There were many other propos-
als in the Tax Reform Bill, such
as raising the standard deduction
for individuals. However, the

above seemed of widest interest to
Business Insurance readers. ,

Pipe rupture
destroys 15
Texas homes

HOUSTON-A 40-foot section

of pjpe ruptured here destroying
15 homes and damaging 11 others.
The 26 residences were about six
months old.

Cause of the pipeline rupture
and explosion, which occured in a
Mobil Pipeline Co. line in Green-
ride North subdivision, was not
immediately determined.

The pipe was laid in the early
1940s and might have become fa-
tigued under high pressure.

No damage estimate has been
announced. •

Find Florida
bridges sate

MIAMI-A statewide check by
Florida authorities has turned up
only one bridge deemed potential-
ly hazardous.

The study was undertaken after
a bridge at Clearwater collapsed
in December, taking the life of
one motorist.

State Road Department crews
inspected every bridge in the
state for defects or corrosion after
the collapsed bridge over the An-
clote River on U.S. 19 was found
to have salt-corroded steel pilings.

Jim Candler, SRD district main-
tenance engineer in Ft. Lauder-
dale, said the only bridge found to
be in dubious condition was the
causeway spanning Lake Worth in
Palm Beach County. •

LTV, Prudential huddle
LTV Aerospace Corp., Dallas,

said discussions are under way
with Prudential Insurance Co. of

America, Newark, for the sale of
LTV's 71 % interest in Computer
Technology Inc.



"Is there a quote here from Mutual Benefit?"

66Right on top. In nlore ways than one. They've increased executive
coverage. And by consolidating several group life plans, they've cut
adIninistrative costs, too."

Anybody can hand you a packaged group life
proposal. And sadly enough, many do.

But not Mutual Benefit. Imagination and creativity
characterize every quote we submit.

You don't need 120 years of insurance experience or
over 11 billion insurance dollars in force (as we have)
to know that each customer's requirements are unique.

That's why we start fresh from the standpoint of
the client's needs and what he can afford to spend,
and build from there.

As a result, maybe·we'll find a way to increase
group life benefits, yet lower the cost.

Then, with the money saved, we may be able to
set up a long-term disability plan. Or improve major
medical benefits. Or fatten up a group pension plan.

Like all of us at Mutual Benefit, our home office
experts and group specialists across the country have the
quaint idea that the easy way (the canned plan)
is rarely the right way.

So we fuss. And strain. And figure and refigure
to give you the plan you need. At our expense, not yours.

MUTUAL BENEFIT LIFE
THE MUTUAL BENEFIT LIFE INSURANCE COMPANY/NEWARK, N. J./SINCE 1845
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MEDICAL CARE COSTS

opinions RISE UNDER MEDICARE letters
100

000 Campus damage
110

0000 To the Editor Even before I

0 received my copy of Business In-
120 0 surance for June 23, I received a

I t didn't sui prise us to learn that most corporate risk and safety 0
call from the university s insur-

managers have considerable misgiving about the Nixon Adminis-
0

ance brokers who had in turn re-

tation's occupational safety and health proposal 130
ceived a call from the underwrit-

As indicated in a Business Insurance opinion round-up, most risk ers of our property coverage ques-

and safety managers don't like a plan that would potentially put too T40 tionlng a story on page 50 with a

much power in the hands of too few people And that point lS difficult headline, "List $60,000,000 Cam-

to dispute
pus Losses Insurers Upset " When

150 I read this story I was shocked
The five-man safety board, which would have the power to set by its content

safety standards for laggard states, could become the safety Politburo, 160 My investigation proves that the
iust as the secretary of labor would have become a saiety czar under a 1966 1967 1968 1969 story was erroneous It was unfair
proposal by former President Johnson m the impressions it left about

As one safety manager pointed out, "the cost of the five-man board I Consumer price index Call services less medical) university property risks and
losses This concerns me and allis going to be fantastic " The chairman of the board, 11 was disclosed, =-- Medical care
university insurance managerswould be paid $42,000 a year and the four other boatd members would

get $38,000 a yeai "In addition, the board would have to have Price indexes for all services and medical care services for the q.larters
Your article dealt with a statis-

tic allegedly published by the
secretaries, hearing examiners and investigators," the safety manager ending in June of each year show that medical care costs have ri sen American Insurance Assn to the

added And with such a bureau in the making, there's no telhng what faster than other services In the economy since the Medicare program
began on July 1, 1966 Based on a 1957-59 bose figure of 100, medical

effect that "student disruptions
inspection costs would total during 1968 caused nearly $60,-

care service in the quarter ended last June cost 155 2, 16 index points
There is a stiong opinion among some insurance industry spokesmen 000,000 in insured losses " To

more thcn other services This rise in medical care costs has an impact
that Federal intervention m work safety is not needed Advocates of make matters worse, the second

on the cost of group heolth insurance coverage purchased by employe
continued state contiol of occupational health and safety cite figures paragraph of the article went on

benefits administrators
that show that in the decade from 1957 to 1967 deaths from work ac- to indicate that final damage fig-

Source Social Security Administration,
ures,

.

cidents increased only slightly from 14,200 to 14,300 while disabling are expected to add
U S Department of Health, Education, and Welfare

injuries climbed from 1,900,000 in 1957 to 2,200,000 in 1967 In the
another $20,000,000 to the AIA
preliminary estimate

same pei tod, the nation's work force grew substantially from about 67 Recently our country has for a
million to about 77 million Idea for benefits men good many reasons been beset

Woikmen's compensation insurers and responsible self-insured com- with violence and unrest A few

panies properly cite this relatively level number of work deaths and e gave strong editorial endorsement in our last issue to the colleges have felt these effects

injuties as an achievement of their safety programs They compare the V V planned series of meetings between members of the American The extent of campus property
work injury record, with, for example, the sharply rising toll of high- Society of Insurance Management and top executives of property-lia- damage alluded to in the article is

way accidents bility insurers The pilot meeting between ASIMers and an executive
a gross distortion, accidental I am
sure, but patently unfair to col-

Those who praise the work safety record of industry, however, miss team from Employers Insurance of Wausau indicated that such free leges
the point of those who advocate Federal standards Work accidents exchanges of views and ideas benefit both underwriters and their The $60,000,000 figure for 1968
are well under control in those companies that are well insured or have major insureds compiled by the American Insur-
a properly administered self-insurance program Many of 14,300 deaths If such a series of give-and-take sessions is good for risk manage- ance Assn refers to three serial
and 2,200,000 disabling injuries among workers in 1967 could have been ment, then similar meetings can also serve the interests of administra- catastrophes One is the general
prevented d safety had been the watchword of marginal employers, tors of employe benefits and the insurance companies that sell them vandalism and riot damage in our
those who have scant mterest in any safety program group life and health coverages cities throughout 1968, another is

But if the objections to the five-man safety board are valid to one Benefits managers anil insurance executives have much to talk over specific riot damage following DrKing's death in April of 1968 m
degree 01 another, so too is the suggestion that no one has proposed in the areas of policyholder service and rising costs of coverage

the ghettos in a number of our
anything that is any moxe agreeable Mutual understanding and cooperation could be fruitful in the area of larger cities, and the last is a

A quick reading through a digest of the positions taken by various rising health care costs, which might be held down through Joint specific disorder m July of 1968 in

groups testifying before the Senate and House committees on the efforts of health insurers and purchasers off group health insur ance Cleveland, Ohio Included in the
Johnson proposal indicates that about the only thing Congress could coverage first group are costs of property

become is confused as to what should be done The Council on Employee Benefits, which meets next month m New damage on campuses caused by

If Federal legislation iS needed to improve U S industry's loss York, ought to give serious consideration to setting up a series of student disorders They were not

prevention record-and such would seem the case since both Demo- straight-talk meetings between those who sell and those who buy, separated and considering the
cratic and Republican Administrations have proposed such legislation group life and health insurance And regional groups of benefits magnitude of the disorders in

April, 1968, alone, I dare say that
-then Congress should get some straight talk from those involved administrators should also consider setting up insurer-insured meet- the campus toll would be minute
about how the record can be improved ings after the pattern established by ASIM by comparison

The result is the goal, the means are really beside the point There is an obvious misunder-

standing on the part of your re-

A good answer porter or correspondent in evalu-

business insurance ating and using statistics that AIA

A recent issue of Xerox World, employe publication of Xerox Corp,
has assembled These records can

® Rochester, NY, carried an interesting exchange about benefits be-
be of benefit to the insurance in-

for buyers of emplove, property and Zzabihty protection dustry and the public only if
RANCE CRAIN, Editor RICU ARD C BJORKLUND, Managing Editor tween an employe who wr6te to the "Comment" column and the em-

properly understood and used ISTEPHEN D GILKENSON, Eastern Editor Associates Chicago-TERESA NOR- ploye benefits administratoi of the cornpany's business products group trust that you will take sorne stepsTON, THOMAS E LUTZ Washington-STANLEY E COHEN San Francisco--
KENNETH R MACDONALD Hartford-ALLEN M WIDEM Minneapolis-ROBIN Here is the comment and the answer' to clarify this point in your publi-
MENTZ SUHRBIER Correspondents m all pinclpal cities BURTON ROVENS, art

"COMMENT: Although Xerox claims that its benefits are among the cationdirector

Contributing Editors DONALD BERRY, vice president, C B Lilly Inc, East Or- best In the industry, in reality these benefits hardly exist Since I was Stanley R. Tarr
ange, N J JOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVIN- told ( in another Comment) that 'You and Xerox' is not a contract Insurance Manager, Rutgers, the
SON, insurance manager, Port of New York Authority ELLIOT BEIER manager of
pension and profit-sharing services, Nuveen Corp, New York J E BENOIT, J E and iS therefore not legally binding and since corporate policies and State University, New Bruns-
Benoit & Assoc, St Leonard, Quebec CARL J VOGT. supervisoi of woi kmen's
compensation, General Tire & Rubber Co, Akron, HOWARD L PECK, proceduies are deliberatelb not made available to employes, Xerox is

wick, N J

partner, Hewitt Associates Libertyville, Ill BION H FRANCIS, manager of under no legal obligation to provide any particula benefit to its em- Editor's note Mr Tarr ts col'-benefits planning, Colt Industries New York J P OLSEN, insurance manager,
Ingersnll-Rand Co. New York NED MILLER, partner, Romm, Miller & Lazarus, ployes If I were to become disabled, Xerox could refuse all benefits rect in challenging the misinter-
New York JAMES J ANDERSEN, insurance manager, Squibb Beech-Nut Inc,
New York HAROLD A CLARK. msnaaer-planning, employe benefits, Sperry and be completely within its legal right pretatzon of AIA figures Business

Rand Corp. New York JOSEPH GULLO vice president of insurance, D H "ANSWER: (from William B Walker, vp, personnel, Business Plod_ Insurance on March 17 presented
Overmyer Co , New York PAUL C JOHNSON, insurance manager, Sea-Land
Service Inc, Elizabeth N J M REX PEARSON, insurance manager Signal Cos, ucts Group) Your Xerox employe benefits program is not part of a a survey of campus not losses

Los Angeles ROBERT ABRAHAMSON, insurance manager, Control Data Corp, which our staff estimated at mote
Minneapolis WILLAM J JONES, assistant treasurer, overseas chemical division, legally binding contract between Xerox and its salaried employes You
W R Grace & Co, New York

than $4 million, a ftgure close to
are quite right in that assumption

MYRON A HARTENFELD, publtshing director
the $45 million later est:mated bv

ALFRED MALECKI advertising director
"But I hope you would agree that the force of law is not essential the American Insurance Assn

RONALD R WALINDER. production manager to all relationships in our society today If it were, we would indeed
District managers New York-CHARLES A HORVATH. THOMAS J O'MARA

Chicago-LAMAR R LEAHY be in serious trouble as a society Most of our relationships are based #
Southern representative--WILLIAM B CARR,

Credit life'
on the belief that we can trust one another to do the right and honor-

2500 N E 48 Lane, Fort Lauderdale, Fla 33308
Assistants BERNICE STELTER, MARCY GARESCHER able thing in OUI mutual dealings

To the Editoi On page 18 of

your Aug 18 edition of Business
Published by Crain Communications Inc, Chicago, publisher of Advertising Age, "A good example is el edit Millions of dollars worth of goods and
Industrial Marketing, Advertising & Sales Promotion, Marketmg Insights Insurance, youi headline refers to
G D CRAIN JR , chairmin S R BERNSTEIN, president services are exchanged every day on the basis of little rnore than "credit msurance " On reading the
M A HARTENFELD, execliteve ulee-president, RANCE CRAIN, KEITH CRAIN, someone's promise to pay context of the report it is revealedJ J GRAHAM. J V O'GARA, S E COHEN, D J CLEARY, JR, mee-presldents
G R CRAIN, secretary and treasurer J H TERRY, assistant secretary and asst-st- "Your Xerox benefits are essentially the same Xerox has given its you are actually referring to
ant treasrer Cable address ADAGEAPI

word to you and all other Xerox people that you will be given certain credit life insurance "

Published at 740 Rush St . Chicago 60611 (337-5200) Offices at 630 Third Ave, New
York 10017 ( YU 6-5050), National Press Bldg, Washington. D C 20004 ( RE 7-7659),

kinds of assistance under a defined set of circumstances Rest assured There is a very big difference

1018 Fisher Bldg, Detroit 48202 (TR 2-7211), 6404 Wilshire Blvd , Los Angeles that that promise is fully as binding as any ironclad contract between the two My company,
90048 (OLive 1-3710) , San Francisco (GR 4-8532), Fort Lauderdale (564-1850) the American Credit Indemnity
45 cents a copy, $10 a year in US. Canada and Pan America Elsewhere $4 a year "Aside from the practical reasons for maintammg a complete and
extra WILLIAM STRONG, circulation director Four weeks' notice required for Co of New York, specializes in
change of address Address all subscription correspondence to ELOISA D'OVIDIO, generous benefits program-namely to attract and hold capable people

credit insurance-which protects
circulation services manager -there is the important matter of Xerox' often stated concern for the manufacturers, ]obbers, wholesal-

Member of Business Publications Audit of Circulation 4*0 dignity and welfare of each individual in the organization It is that ers and service companies such as
AB traditional concern which is your guarantee, your 'contract,' if you will Contmued on page 16
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Why does Parke- Davis insure with AFIA?

AFIA

Because Parke-Davis and its brokers

need to be certain their international

underwriter has the experience, knowl-
edge, and the local offices abroad to

meet any insurance problem that may
arise.

Parke-Davis is typical of companies
doing international businessloday. It has
complex insurance requirements which
can only be met by an organization with
resources to match the insured's global
commitments. AFIA, with its more than
200 branch offices and 3,000 people in

80 countries, is the leading foreign under-
writer capable of providing the kind of

service that insureds like Parke-Davis

expect.

AFIA also has seven offices in the

United States. Each is staffed by knowl-
edgeable insurance people who can help
you plan your international insurance

programs, using the latest available for-
eign information.Ourworld headquarters
in New York is the industry's leading
source for insurance information over-

seas.

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

WORLDWIDE INSURANCE World Headquarters: 110 William Street • New York, N. Y. 10038

U.S. branch offices: Chicago • Dallas • Houston • Los Angeles • San Francisco • Washington, D. C.
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following the hinds

AFL-CIO warns fund men about

failure to help solve social problems
NEW YORK-The director of erans Administration insured or responsibility of safety and yield

urban affairs of the AFL-CIO has guaranteed mortgages, offers "the to our members would simply be
voiced surprise to find "so little 1deal entry" into socially worth- to buy existing mortgages on the
articulated concern" about invest- while investment activities secondary market, bz.t we have
ing pension fund assets in socially The AFL-CIO mortgage invest- much greater aspirations than
useful actiK ities ment trust was organized as a that," Mr Evans asserfed

Speaking to the National Foun- service to its affiliated unions and "We feel that particularly in
dation of Health, Welfare & Pen- to qualified labor-management view of today's market and the Joint trust representatives attend one of 33 panel sessions at New York
mon Plans' annual educational pension and welfare funds, he ex- array of highly competitive ef_ educational conference sponsored by the National Foundation of Health,
conference here, John Evans said plained The trust is a pooled forts to round up union pension Welfare & Pension Plans
that the "seeming lack of social "mutual type" fund m which the fund money, we have to have a

that the union has made two live up to earlier predictions and
concern on our part would all be union sells certificates of paitici- lot more to offer than mere sec-

loans for rehabilitation projects in investment decisionsp In this time
somewhat more understandable if pation in minimums of $1,000 in ondary market participation

St Louis and Washington, and of Inflation does investment from
these socially necessary invest- increments of $500 The union lS .We are offering our investors has started construction loans m your massive funds simply bid up
ments would impair or endanger currently offering new inves- the opportunity to channel their New York and Pittsburgh a relatively reskicted market in
our fiduciary responsibilities or if tors estimated yields of 7%,Mr money into the low and moderate He made the point that the tra- stocks as opposed to possibly eas-
they should cause concern to our Evans said income housing fields where all ditional money manager might ing the pressure on mortgageold friend the 'prudent man ' "I emphasize 'new' investors our recent loans have been made not be "ideally equipped"-with- rates and a productive role m the

"But the fact is that there are since we sell our certificates at a We are creating jobs for mernbers out assistance-to channel funds expansion of our economyp" Mr
many investment programs that discount or a premium depending of our own Industries with our into such worthwhile activities Evans asked
would serve a useful social end on the difference between the own money, since our aim is to As we all know the evolution He contended that "we are

while providing assurance of good market price of one unit in our originate new mortgages for new of pension fund investment has going to have to broaden our de-
returns, a high degree of security, portfolio as against the $500 par projects," Mr Evans told the been toward common stocks They cision rnaking responsibility It is
an increase in employment and unit value so that our offermg is meetmg certainly have a place in any asking too much of some of our
would help provide a damper on competitive in yield on the cur- portfolio, but has the recent mar- money managers to be solely re-
inflationary forces at work in our rent market," Mr Evans stated THE UNION executive said that ket's descent without any de- sponsible for decisions affecting
economy " as an incentive the AFL-CIO al- crease in pension fund obligations our social ob]ectives The poor

THE AFL-CIO's SEC state- lows participating funds from a raised any questions about the ra- and lower income families in this
MR. EVANS said that most or- ment restricts the union to gov- specific locality the chance to ear- tio of equity versus fixed incomep country already suffer from a de-

ganizations will find-as the ernment insured or guaranteed mark their money for a specific plorable lack of representation in
AFL-CIO nas found-that mort- mortgages for long-terms invest- prol ect in their area, with FHA "HOW MUCH OF the success of councils on the allocation of re-
gage mvestment, particularly Fed- ment, he said .The easiest way of approval the maJor requirement pension funds on paper has been sources at all levels of govern-
eral Housing Authority and Vet- our carrying out our minimum Mr Evans said, fcr instance, the result of massive efforts to ment and financial planning " •

Pension trustee backs investing in own industry
NEW YORK-The practice of a "with safety" and the creation of additionally includes industrial consultant through normal chan- vestments by participating pen-

pension fund investing in its own Jobs within the construction in- buildings, apartment houses, con- nels-banks, mortgage companies, sion funds on a monthly basis
industry was vigorously defended dustry Mr Griffin is also exec vp valescent homes "and even a savings and loans, etc "The loans The pool lS then invested quarter-
here by a trustee of the Northern of Alpha Land Co. blood bank," Mr Griffin said are screened, measured against ly in specific mortgages offermg a
California Carpenters pension Mr Griffin said that the car- The results have been most our rigid set of standards and if specified rate of return, he said
trust fund, although he noted that penters pension fund has de- gratifying Yields have increased acceptable submitted to the in-
Washington was not especially veloped a method-the group steadily from 55% to 6% to over vestment committee for approval EVIDENCE of participation is a
enthusiastic about the Idea mortgage trust-for channeling 9% on today's wild market But or disapproval certificate issued to the pension

The official, John L Griffin, mortgage Investments into a Cen- remember, in construction availa- It's not unusual, Mr Griffin fund participant, it was explained
told the National Foundation of tral pool "that has the potential of billty of funds is more important told the conference, for the in- Distribution of principal and in-
Health, Welfare & Pension Plan's actually giving some stability to than rate and we have been vestment committee to make terest lS made as received to the
annual educational conference our mortgage market through sys- steady monthly mvestors in mort- loans of over $6 million m a two- certificate holder and the certifi-
here that he endorsed the idea of tematic monthly contributions on gages when the banks and insur- hour session "Certainly, we do cate returned to the group trust
building trades pension funds in- a large scale " ance companies have deserted the not feel safety has been sacrificed when the investment is liquidat-
vesting in mortgages for the NOTING THAT A little over $6 field," Mr Griffin stated Our total losses have not exceed- ed
two-fold Turpose of high yield billion is invested by pensions in THE SYSTEM used by the car- ed $1,000 on this large portfolio," "Obviously, in a fluctuating

mortgages (out of total pension as- penters fund in making mortgage he said market the rate of return might
CARMICHAEL sets of $110 billion), Mr Griffin investments "is not complicated," The "group trust" plan, as ex- vary from quarter to quarter with

admitted that mortgages have the Mr Griffin said Loans are sub- plainec by Mr Griffin, involves each new issuance of certificates,"

GURE, THEIR PENSION disadvantage of a fixed return in mitted to the fund's mortgage the pooling of pension fund in- Continued on page 22
a basically inflationary economy
Also, he said,
and counsel not readily avail-

they require advice Banker gives arguments for, against
,66 oN THE €ALARYf able from most investment c9un-

seling firms
"But more Important, they re- investing in employers' securities

quire a motivation other than Just

return on investrnent We have NEW YORK-A vp at Bank of portant that the trust consists en- "In this way those who direct
that motivation in the pension America discussed the pros and tirely of marketable investments a the investments could take the

1 funds of the construction indus- cons of investing pension and substantial number should be mar- pension money and buy heavily to
try jobs " profit sharing funds in employer ketable and all segments with support the price of a weak stock

Mr Griffin pointed out that the securities at an educational con- highly volatile market values Executives with big portfolios1 9<49 1 construction industry in Califor- ference of the National Founda- should be readily marketable," who know of the weakness could
nia is "far more important" than tion of Health, Welfare & Pension Mr Seibert noted than unload at the higher price
in many states, representing 13% Plans here The banker also warned that The losers would be the workers
of the building in the entire coun- The meeting was attended by apart from the likelihood that because the pension fund's cash lS
try "We feel a strong case can be some 4,600 union and manage- trust holdings-if su bstantial- depleted and the stock generally is

\*/ made for mortgage investments b ment pension and welfare trus- would constitute a large pei cent- shaky," Mr Seibert contended
some of the largest pension funds tees, plus assorted attorneys, ac- age of the outstanding stock, Proponents of investing in the
in our state," said Mr Griffin, tuaries and insurance people tending to reduce ltS marketabili- Industry represented by a fund,
such as the California State Bank of America executive ty, "there may be a reluctance to he said, begin their arguments by
Teachers Fund, the California Fred E Seibert said one major sell the securities of a contribut- pointing out that such invest-
State Employes Retirement Sys- argument against investing in em- ing employer on the basis of im- ments can give a fund "a gi eater
tem, the Pacific Gas & Electric ployer securities is that it could partial investment considera- stake in the over-all progIess of
fund and others lead to undue concentration of tions." contributing employei s and the

MR GRIFFIN'S own fund, the fund assets "The participant's re- Another argument against the Industry represented by the fund "
Northern California Carpenters tirement security as well as his buying of employer securities is
pension, was one of the first to Job security is put in jeopardy if that a possible conflict of interest ALSO, BACKERS say, this
invest in conventional loan port- the employer falls on hard times, may arise, Mr Seibert stated, form of investment provides capi-
folios of savings and loan institu- he said whether potential or actual tal for expanding companies
tions "so that these associations CALLING ATI'ENTION to the which w turn preserves existing
could pump the money back into ANOTHER REASON for avoid- possibility of stock manipulation, jobs and creates new Jobs "A
the industry." The fund was also ing the practice, he explained, iS he said this abuse could arise if further by-product is that in in-
"a leader," he said, in the invest- that the securities of some em- the stock of a contnbuting em- creanng employment in the in-
ment of pension money in shop- ployers are not very marketable ployer were bought by a trust to dustry, the membership rate in
ping centers "Those who pursue th_s argument support its price on the open mar- increased Continuous employ-

[=1Copyright 1969 Los Angeles Time,

The fund's $23 million portfolio say that although it is not im- ket Contvnued on page 16
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Giles on the law

Courts face problem of defining'mob'

By JOHN W. GILES
Attorney-at-law

WASHINGTON-How much in-

surance does a municipality need
to protect it against actions for
injury to an individual by a mob?
Is a municipality liable for such
injuries under the common law?

It is fairly clear that unless
there is a statutory provision re-
specting liability, there is no lia-
bility on the part of the munici-
pality. The common law does not
recognize any right of recovery.

But a number of states have
enacted mob violence and anti-
lynching statutes. These statutes
have been held to be constitution-

al and a valid exercise of the
police power. But they have been
strictly construed with relation to
the existing facts. Statutes relat-
ing to property damage do not
encompass actions for inj ury or
death and vice versa.

The difficult question for the
courts is what c9nstitutes a mob
or a riot. Persons who originally
come together for a lawful pur-
pose have been held to be a mob,
even though they originally intend-
ed no harm but had gathered to-
gether in good humor for amuse-
ment or sport, as celebrating a
holiday. The courts have said that
police officers who inj ure or kill
someone in the course of their law
enforcement do not constitute a

mob.

What is the minimum number

of persons necessary to form a
mob within the view of the courts

and these anti-mob statutes?

Some statutes prescribe a mini-
mum number of five persons.
When the statute does not men-

tion any minimum number, the
courts have fixed on three per-
sons. Respecting anti-lynching
statutes, you must show an intent
on the part of the mob to punish
the victim; otherwise, you have
no case. The courts have said that

a municipality is liable for a death
within its borders, inflicted by a
mob from outside.

Can the victim of personal iniu-
ries inflicted in a city, sue either

the city or the country under a
mob violence statute which au-

thorizes actions against the county
or city in which the injury is
inflicted? The answer in one case

is "no." Only the city is liable for

injury within the city limits.
While there are many recorded
suits against municipalities in this
area, the recoveries do not, in our
opinion, indicate the necessity of
carrying a great amount of insur-
ance to cover possible recoveries.

IF AN INSURED assigns his life
insurance policies to his wife, who
is the beneficiary, can the in-
sured's judgment creditor attach
the policies and compel the insur-
er to turn over its cash surrender

value?

In the case a judgment creditor
sought to compel the decedent in-
sured's wife, who was his benefi-
ciary, to surrender life insurance

policies to the insurers for their
cash value, and to turn over the
proceeds to the judgment creditor.

The facts are slightly complicat-
ed. The aunt of the insured loaned

him $16,000, for which he execut-
ed a promissory note. This note
was unpaid at the time of the
death of the aunt. Her executor

sued on the note and obtained a

judgment of some $20,000 against
the judgment debtors.

Two of the policies, which had
been assigned to the wife, named

her beneficiary and the other pol-
icy named the son of the insured
as beneficiary. The $20,000 judg-
ment was not paid and the execu-
tor instituted an action seeking to
satisfy the judgment out of the
cash surrender values of the poli-
eies.

The wife now owned the poli-
cies and the question was whether
those policies were exempt from
attachment by reasons of Sections
166 of the Insurance Law of N.Y.

Did these policies fall within the
protection of the statute? Under
Section 166 of the Insurance Law,
prior to transfer, the proceeds of
the policies would be exempt from

creditors cf tolh the insured and

his wife. She would have only the
interest of a beneficiary.

The court said ttat the inten-

tion of the insured was that his

wife should have the proceeds of
the policies on his death and the
act of assignment was in further-
ance of that objective. She could

be both owner and beneficiary of
the policies. Sedion 166 of the law
is an exemption statute, designed
to aid in preserving the home and
preventing p.zuperism. The assign-
ments here d-d not defeat the pur-
pose of the statute.

Kaufmcn t. New York Life Ins
Co. N.Y Sul:reme Ct. App. Divi-

sion Tort Dept. April 17 1969.

uaa(,%36 6,6,Urtince, Oepletlluel ZU, 1303/ 10

YOU MAY HAVE been per-
Flexed by the question of the
right c f : third per:c n to recover
contrit ution from a host driver

for in: uries or dea:h of a guest,
where the host is not li able to the

guest wider a guest s'.atute.
There are not many decisions,

but we would refer you to Shonka

v. Campbell, in which the supreme
court of Iowa has d -cided the

questior. (152 N.W. 2nd 242).
The .curt held that subjection

of a host driver to 1.ability by
way of contributicn for nothing
more than negligence would by
indirenion compel she host driver

to pa3 -he guest in contravention
of :h€ guest statu:e which pre-
cluded recovery from the host
driver unless he was guilty of in-
toxicatin or reckl€ssness, and the

host driver here was immune

Retirement

from liability for contribution,
since she had been neither intoxi-

cated nor guilty of operating her
automobile recklessly.

IF YOU ARE employed by d
state university and slug your su-
perior one day and attack the su-
perintendent of plant services the
next day, you cannot be fired un-
less you receive advance notice in
writing with the opportunity to
respond, either in writing or by
an informal appearance.

This must be done, says the

court in order to comply with the
14th Amendment. The plaintiff
had been with the university 14
years and was 59 years old. The
court thought his chances for
reemployment elsewhere were

minimal. (U.S.D.C. Minn. Olson v.
University of Minnesota Regents.
7/25/69.)

Continued on page 21

on a fixed income
is no picnic.

Because employees don't want to retire on just a fixed
income any more than you do, we're now offering a
Variable Annuity option* under Pacific Mutual Life
Deposit Administration contracts for certain group
retirement plans that cover twenty-five or more
employees.

It provides income that reflects the
experience of a pool of investments,

*Not available in all states.

J

primarily common stocks. Now we can take care of
employees who like to have the opportunity for
variable income along with their fixed income.

For ali the details, see your broker or agent, or one of
our group representatives. Or write Ivan D. Pierce,
Director, Pension Sales, Pacific Mutual Life Insur-

ance Company, Pacifc Mutual Building, Los Angeles,
California 90054

Pacific Mutual Life
The West's largest mutual lite insurance company
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Bonding firms make deal to provide
surety on goods crossing border

FORT WORTH, Tex.-A U. S.
insurer based here and a Mexican

bonding company based at Mon-
terrey have entered into an agree-
ment whereby surety bonds for
goods exchanged between the two
countries will be more readily
available.

Millers Mutual Fire Insurance

Co. and Fianzas Monterrey have

agreed that residents of the U. S.
needing a Mexican bond can ap-
ply to Millers, which then makes
underwriting determinations for
Fianzas, which issues the bond.
The premium is paid to Millers
and transferred to Fianzas. The

same procedure is worked in the
opposite direction for Mexican
residents needing a U. S. bond.

Bill H. Martin, bond vp for

Millers, told Business Insurance
that, at the moment, the two com-

panies are deeply involved in the
individual market for such trade

but that "ultimately the corporate
market will become extremely im-
portant as the exchange of goods
increases."

TRADE BETWEEN the U. S.
and Mexico is incresing, Mr. Mar-
tin said. A Federal program to
create jobs, designated Industrias
Fronterizes, has attracted many
U. S. industries along the 2,000-
mile border on the Mexican side,
where labor is less costly and reg-
ulated.

The laws of Mexico and the U. S.

regulating the flow of trade be-
tween the two countries are simi-

lar The posting of a surety bond
is required by the government of

each country any time either an
individual or corporation of the
other country brings specified goods
into the country of which they are
not a citizen.

For example, Mr. Martin said
that students who study in Mexi-

co, and want to bring a car or
some property temporarily into
Mexico must pay customs duty or
post a surety bond.

Two commercial bonding trans-
actions that the joint-bonding op-
eration plans to market are sup-
ply bonds and bonds that guaran-
tee the return of leased tools and

equipment. Supply bonds guaran-
tee the quantity, quality and date
of delivery of goods.

Mr. Martin observed that the

rating structures for bonds in the
two countries are not analogous.
Surety bonds in Mexico are al-
ways not less than 1 % but rnay be
greater according to the risk in-
volved. U. S. surety bonds are
rated by class, but Mr. Martin
feels that a more ideal arrange-
ment would be on a risk basis, as
in Mexico. •

Raytheon signs pact
Some 8,900 workers of the Ray-

theon Corp., Boston, have agreed
on a new two-year contract pro-
viding for wages increase up to 50¢
an hour over two years plus im-
provements in sick leave, pension
and accident and health insurance

programs. The con:ract covers

members of Local 1505, Interna-
tional Brotherhood of Electrical

Workers at Raytheon plants in 12
Massachusetts cities. The pact is
retroactive to Sept. 1.

Ask the boy who
runs electronically
-about AIEtna.

h

His heart is bad, but his spirits are good.
Because a remarkable electronic device helps him live

a normal boy's life. It stimulates and regulates his heart.
Safely. We know, because we insure it.

Whenever an extraordinary scientific advance poses an
extraordinary insurance problem, 2.tna finds the solution.
Our engineering and medical specialists continually evaluate
the insurance and safety aspects of many new ideas. Like
human organ banks. Electronic monitoring of intensive-care
patients. Laser surgery. And computerized diagnostic
systems for doctors.

We work on the frontiers of science and technology.
Sometimes with our clients. Sometimes a step ahead of
them. Isn't that what you'd expect from one of the world's
largest companies selling all kinds of insurance?

LI FE & CASUALIY

OUR CONCERN IS PEOPLE

Banker...
Continued from page 14

ating.

fund the chance to buy the secur-

employer investments are denied
to jointly trusteed pension funds,

potential for growth of the fund.
In summary, Mr. Seibert said

invest in the securities of con-

the fund. "If these forms of in-
vestments are marketable, pro-
vide desired diversification and

will not adversely affect the in-
vestment performance of a fund,
they should be considered," he
said. •

letters
Continued from page 12
advertising agencies, against large
unexpected commercial credit
losses. ACI does not write credit
life insurance.

I am disappointed to see that
you confuse the two in your head-
line and would appreciate it if you
would take care to make this dis-
tinction in your future stories.
This would help educate people in
the trade and would tend to re-
duce such confusion which ap-
pears to be fairly common.

A. 1 Dilworth

American Credit Indemnity
Co., Baltimore, Md.

More information
To the Editor: Mr. Herbert

Hauth's letter to the Editor, in-
quiring as to the address of Ed-
ward B. Howell (not Howard)
was only partially answered.

Edward B. Howell is the presi-
dent of Risk Analysis and Re-
search Corporation, located at
One Maritime Plaza, San Francis-
co, Cal. 94111. His telephone is
415-433-1676. R.A.R. is a subsid-
iary of Alexander & Alexander
specializing in professional liabili-
ty risk management problems. As
such, it has been retained by the
Consulting Engineers Council in
California to develop a new insur-
ance company, the Design Profes-
sional Insurance Co.

H. Felix Kloman

Assistant Vice President, Alex-
ander & Alexander, New York,
N.Y.

'Thought provoking'
To the Editor: Just a few lines

to let you know that while Busi-
ness Insurance has been arriving
late it is worth waiting for.

Your thought provoking articles
are invaluable in helping the av-
erage risk manager to keep at-
tuned to all areas of exposure,
and isn't that what insurance is

all about?

J. R. Gullo

VP and Director of Insurance,
The Overmyer Co., New York

Enioy current news
To the Editor: I find Business

Insurance informative and I enjoy
its reporting of current news items.

W. H. Miller Jr.

Owner, W. H. Miller Co., South-
field, Mich.



Insurer acted in bad faith by not
negotiating lower payment: court

In a dissent, Judge Inzer B. commencement of trial of the

Wyatt asserted that when the car- Flynn claim, her lawyer made a

rier "wrongfully refuses to defend 'demand' for $40,000 and the car-
against the claim and a judgment rier made no counter offer.

is taken against the insured for an "In my view, therefore, the
amount in excess of the policy plaintiffs failed to prove a case
limit, the carrier is liable if, but and a verdict for defendant

only if, there had been an offer of should have been directed," Judge
settlement within the policy limit Wyatt said.

"Whether my view that thereand a refusal by the carrier." was a failure of proof by plain-
BUT JUDGE WYATT said tiffs be correct or not, it was

"there was no evidence that the plainly for the jury to decide, un-
Flynn claim could have been set- der proper instructions, whether
tled for any amount except (pos- or not the Flynn claim could have
sibly) $40,000 (as against a poliey been settled for $20,000. The issue
limit of $20,000). The only evi- was not submitted to the j ury,
dence submitted for plaintiffs however, but was decided by the
were writings of the carrier trial court. This to me seems er-

showing that at or just before the ror." •

NEW YORK-The owners of a
bankrupt laundromat have been
awarded $70,330 by the U.S.
court of appeals here, which ruled
that an insurance company had
acted in bad faith by not telling
them about a settlement offer in a
negligence case-even though the
offer was above the policy limits.

The insurer, American Casualty
Co., Reading, Pa., was ordered to
pay the sum (which will become
an asset of the owners' bankrupt
estate and rnost of it paid out to
the injured party) for not fully
advising the policyholders of a
$40,000 settlement offer. Ameri-
can Casualty unilaterally rejected
the offer from the plaintiff's at-
torney and allowed the case to go
to trial.

Another issue is whether Amer-
ican Casualty should be held lia-
ble for the entire amount of the
award to Miss Margaret Flynn,
59, who slipped and fell on the
wet floor of the laundromat and
sustained severe injuries. Miss
Flynn, in a suit filed in the New
York supreme court, alleged neg-
ligence. She was subsequently
awarded a judgment of $90,330.25.

THE INSURER paid $20,000 of
the award-the amount of liability
coverage taken out by the two
owners of the York Laundromat,
Robert S. Quigley and Billy B.
Walker. An excess judgment for
the rest, $70,330, was entered
against Messrs. Quigley and

Walker, but because they couldn't
come up with the full amount, the
men filed voluntary bankruptcy
petitions.

Because the laundromat owners
are in bankruptcy and the Flynn
judgment has been cancelled of
record ( in accordance with the
New York Debtor and Creditor
Law), American Casualty con-
tended that the limit of its liabili-
ty should not exceed $7,278.61-
the amount actually paid by the
insureds to Miss Flynn.

Chief Judge J. Edward Lum-
bard, in a 2 to 1 decision, dis-
missed this part of American Cas-
ualty's argument. Judge Lum-
bard, quoting from a decision he
wrote in Harris v. Standard Acci-
dent & Insurance Co., stated that
"the only way to make the in-
sured whole, i.e., to place him in
a position where his net assets are
as great after as before payment
of the excess judgment, would be
to allow him to recover the entire
amount of that judgment."

TAKING UP the issue of bad
faith, Judge Lumbard contended
that "where an insurer receives an
offer of settlement in excess of
coverage of its policy, it acts in
bad faith if it fails to make any
attempt to engage the plaintiff's
counsel in discussions seeking a
reduction in the initial settlement
demand and if it fails to inform
its insured of the opportunity to
settle.

"The initial demand of plain-
tiff's counsel often will be as far
removed from the actual figure
acceptable in settlement as the ad
damnum in the compliant is re-
moved from the initial settlement
demand, especially in a personal
injury action. It is a matter of
common knowledge that it is a
rare case where exploration of the
possibilities of settlement, beyond
the mere receipt of the plaintiff's
demand, will not result in some
substantial reduction of the
amount."

Salmon ioins Harlan
Larmon Salmon, formerly a vp

of Marsh & MeLennan in New
Orleans, has joined Harlan Insur-
ance, Houston, as a partner and
senior underwriter.

How can a small company
rate the same high caliber
of insurance counsel
the giants do?

BROKERS .

iax12227

With Despard you get the very same
top-level men who apply their brains
and experience to the insurance re-
quirements of some of the largest
companies in the world.
Meet them and read about them in
our "Guide to Despard Services";
your request will bring a compli-
mentary copy by return mail.

The "persona/ service" insurance broker
161 William Street, New York, N.Y. 10038

Ph: 212·964-9100

WE'VIE UPPED
OUR LIMITS
These are the new maximum

benefits for Group Major Medical at
New England Life:

1. $50,000 standard limits for
groups of 501ives or more.

2.$30,000 standard limits for
groups of under 501ives.

In selected cases even higher
limits are available.

The new maximums can be

made a part of any existing Plan.
Now our healthy position in the

group health field is even healthier.
New
En and

Life
New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Mass.
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Kennedy...
Continued from page 1

THE DRAMA BEGAN April
26, 1967, when Great Lakes pur-
chased a life insurance policy on
Mrs. Patricia C. Skakel. The year

before Mrs. Skakel had inherited

4.5% of the company:s stock
when her husband, George C.
Skakel Jr., a brother of Ethel
Kennedy, was killed in a plane
crash.

The policy, in the amount of
$800,000, was written by Citizens
and two of its reinsurers, Busi-
ness Men's Assurance Co. of

America and Connecticut General

Life Insurance Co. It was deliv-

ered to Great Lakes May 12, 1967,
shortly after the New York-based
company paid the first year's
premium of $28,000.

Six days later-May 18, 1967

-Mrs. Skakel died in her Green-

wich, Conn., home after choking
on steak that lodged in her wind-
pipe during dinner. She was 39
years old.

GREAT LAKES Carbon filed a

suit against Citizens Life in Nov-
ember, 1967, claiming that the in-
surance company had not made

good on its policy. In its answer
to the complaint filed in supreme
court, County of New York, Citi-
zens Life contended, among other

defenses, that the policy was not
in effect at the time of death

because (1) Mrs. Skakel did not

make full disclosure of her physi-
cal condition in her application
for the policy, and (2) that Great
Lakes Carbon had no insurable

interest in the life of Mrs. Skakel

since the 4.5 % of stock she held

would not affect the ownership of
the family-owned company.

The case swung back and forth

in legal limbo for more than a

year after its initiation. Then, in
mid-February of this year, it fi-
nally came to trial in the New
York courts. However, after a
six-and-a-half day trial, a mis-
trial was declared when the jury
could not reach a verdict.

DURING THE COURSE of the

trial a major revela:ion was made
by Great Lakes Carbon's attor-
nies, White & Case, during the
examination of Citizens Life's

general counsel, Jules B. Levine.
Mr. Levine admitted under

oath that he had reviewed the

Citizens Life underwriting file on
Mrs. Skakel and had received the

report of a private investigator of
her health, habits and circum-
stances of her death.

Mr. Levine further admitted

that, on the basis of that review,
he recommended to the reinsurers

that they pay the plaintiff's claim
because no facts were discovered

by Citizens during its investiga-

tion subsequent to Mrs. Skakel's
death that were not known before

the policy was issued. Mr. Levine
told the court that one of the

reinsurers, Connecticut General,
had either agreed to or actually
paid Citizens on the policy, but
that Business Men's Assurance

had not.

IT WAS AT THAT point Mr.
Levine revealed that he met with

the president and general counsel
of. Business Men's in Kansas City
in September, 1967, where it was
decided to reject Great Lakes'
claim on the basis of the belief

that the company would be "co-

erced" to accept less than the -
amount owed because of the

fear of its principal shareholders,
including Mrs. Ethel Kennedy, of
the injurious publicity, which
might result from litigation.

At the time, Mrs. Kennedy's
late husband, Sen. Robert F. Ken-
nedy, was being mentioned as a

The three speeds of
Eastman Dillon.
Fast.Faster.Fastest.

As a professional money manager when you call for action,
you expect it fast. But often you ask for it even faster. And that's
when we move our fastest.

First, because we have large capital resources, we can take
a position in almost any stock you offer us. Fast.

Second, Eastman Dillon has experienced block traders adept
at bringing sellers and buyers together as quickly as anyone in the
business. Fast.

Third, our block traders include three partners and three
vice presidents who have authority to make instant decisions onbuy
and sell opportunities. And their orders are executed with dispatch.

Fourth, we have excellent
distribution facilities-33 offices,
coast-to-coast and more than 650

brokers in contact with thousands

of customers each day.

To top it off, Eastman
Dillon's Research Department,
one of the most authoritative /jil i f 4<411
in the business, backs up
our institutional group.

Whichever speed '
you need- come to
Eastman Dillon. 0

Eastman Dillon helps men with money invest intelligently.
Eastman Dillon, Union Securities & Co.

Members New York Stock Exchange, O One Chase Mo,hatton Plaza, New York, N.Y 10005

possible candidate for the Demo-
cratic Presidential nomination, al-
though he had notyet announced
his intention to run.

In an affidavit filed in support
of amending the complaint, John
M. Johnston, a member of the
White & Case law firm, who pros-
ecuted the case for Great Lakes

Carbon, said that the company
"intends to prove upon the second
trial that the defendant is guilty
of reprehensible, unconscionable

and morally culpable conduct in
that defendant refused to honor

plaintiff's just claim and in its
answer asserted knowingly false
defenses in order to induce plain-
tiff to accept less than the face
amount of the policy for fear of
publicity injurious to its share-
holders; such conduct is a viola-
tion of law."

MR. JOHNSTON also asserted

that "after learning the facts...

and undertaking further factual
and legal research plaintiff sub-
mits that the ends of justice, not
only for the plaintiff here, but
also for the insurance buying
community at large, will be

served by granting leave to amend
the complaint." In amending the
complaint, Great Lakes' attorney
sought exemplary damages in the
amount of $800,000 as well.

The second trial never got un-

der way, nor did Great Lakes
press for exemplary damages.
Both parties instead agreed to a
settlement late in May, with Citi-

zens Life paying $700,000 of the
original policy's face value of
$800,000.

THE SETTLEMENT came at a

time when the defense seemed to

be losing ground in its case, ac-
cording to sources close to the

legal action, and after Citizens
Life had amended its defensive

tack. Early in the legal proceed-
ings, the insurance company had
depended heavily on alleged mis-
representations Mrs. Skakel made

on her application for the policy,
and contended that between the

time she signed the application
and the date it was issued she

had in fact spent two weeks in

Greenwich Hospital "being treat-
ed for a chronic, incurable and
terminal disease."

In her application for the policy
dated March 15, 1967, about two
months before her death, Mrs.

Skakel answered several ques-
tions either incorrectly or incom-
pletely, the defense contended in
its answer to Great Lakes Car-

bon's original complaint.
During the course of the trial it

was brought out that Citizens did
have some knowledge of Mrs.
Skakel's physical condition and
habits before the firm issued the

policy and had in fact rated the
premium upward to compensate
for the substandard risk. Normal-

ly the annual premium would
have been $20,000 on the $800,000

policy. However, an extra prem-
ium of $10 per $1,000 was added
because of Mrs. Skakel's medical

history.

IT WAS ALSO revealed during
the trial that applications for in-

surance on Mrs. Skakel had pre-
viously been turned down by at
least two other insurance compa-
nies, Massachusetts Mutual and
Lincoln National. The Massachus-

setts Mutual agent who sought to
write the policy was Thomas Cor-
roon, a brother of Mrs. Skakel.
When he could not get the policy
on his sister's life, Mr. Corroon

and Merton Custer, a sub-agent
for Great Lakes Carbon, sought
other companies to write the poli-
cy and eventually succeeded in
having it underwritten by Citi-
zens. Both, according to legal doc-
uments, received a commission
for having the policy written.

Originally, the law firm of
Feuerstein & Underweiser had

defended the case for Citizens,

but in December, 1968, they were
replaced by the Nixon firm. •
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D&O, SEC liability covers unaffected by ruling
NEW YORK-Legal experts

think a decision denying a stock
underwriter indemnity from the
issuer of the stock will have little

if any effect on the validity of
either directors and officers lia-

bility or Securities & Exchange
Commission liability coverages.

Alfred S. Julien, attorney for
Defendant Law Research Service

Inc., told Business Insurance that
"I have a feeling no part of this
decision will ever be extended to

invalidate any insurance." Mr.
Julien explained that courts have
distinguished between indemnity
from the issuer of stock and in-

demnity from an insurer. "The
problem of insurance is separate
and distinct," according to Mr.
Julien.

Elten Diehlmann, assistant sec-
retary of Johnson & Higgins,
agreed with Mr. Julien's assess-

ment. As long as the indemnity
comes from a "separate and dis-
tinct fund," such as from an in-
surer, and not from the corpora-
tion, Mr. Diehlmann said, a com-
pany is on safe ground.

"AT MOST, this case might be
used as a springboard to say that

it might be safer to have officers
and directors pay a part of the

premiums" for d&0 insurance,
Mr. Diehlman stated. In this way,
the indemnity would be coming
from the insurer and not the cor-

poration.

The case involved, in addition
to the indemnification question, at
least one other issue of "great

importance," in the words of the
U.S. court of appeals decision-
whether punitive damages are
available in private actions based
on the Securities Act of 1933.

The ruling, written by Judge
Irving R. Kaufman, held that pu-
nitive damages may not be re-
covered and that a stock under-

writer can't be indemnified by a
corporation in such cases.

The plaintiffs, stockholders in
Law Research Services, initiated
the action against LRS, its presi-
dent, Ellias C. Hoppenfeld and the
underwriter of the firm's public
stock offering, Blair & Co., Gran-
berry Marache. They contended
that the defendants issued a mis-

leading prospectus in connection
with LSR's offer to sell 100,000
shares of its stock.

THE PROSPECTUS, they
charged, prominently featured an
"attractive" contract between LRS

and Sperry Rand Corp., but failed
to mention a dispute between the
two companies that had led Sperry
Rand to curtail some of its services
to LRS and in turn caused LRS to

file suit against Sperry Rand.
A district court jury returned a

verdict in favor of Blair, LRS and
Mr. Hoppenfeld on the common
law fraud claim but also decided
that all three had violated both
the Securities Act of 1933 and the

Ship /oss

fully covered
LONDON-Underwriters have

been hit with marine loss of $3.6
million.

The Paraguay Star, which was
completely destroyed by fire in
London docks early on the morn-
ing of Aug. 13, was insured by
Albion Insurance for that amount.

The 10,722-ton refrigeration ship
belonged to the Blue Star Line,
which insures its entire fleet with

Albion for over $1.2 billion. A
spokesman for the company said
that most of the $1.5 million loss
is reinsured with Lloyd's and
other insurance companies. I

Securites Exchange Act cf 1934.

The jury argarded compensazory
damages to all plaintiffs :ot: ling
$32,591 and punitive damages
against Mr. Hoppenfeld of $26,812
and Blair of $13,000.

Taking up the question of pini-
tive darnages, the court stated
that "against any marginal rieter-
r€nt wh:ch rnay result from add-

ing the weapon of punitive dam-
ages to this already well-slocked

aisenal, we must weigh the po-
tentially awesome injuries that
sLCh damages may -mpose.-

If a. 1 parties who read tne mis-

statements in the prospectus are
"permit:ed to iecover not only
compensatory damage but 'smart

money' as well, the sum of the
liabilities cculd well bankrupt an
otherwise honess underwriter or

issuer who egregiously erred in

one instance which affected

many, ' the court E tatel.

IN A FOOTNOrE :0 tte deci-

sion, Judge Kaufman worried

about the possible affects o: .over-

kill" inat pun: tive damages might

have.

Turning to the problem of in-
demnification, Judge Kaufman
wrote that although the 1933 Act
doesn't deal expressly with the

question, "provisions in the Act
confirm our conclusion that Blair

should not be entitled to indernni-

ty from LRS."

The SEC, said the court, has
announced its view that indemni-

fication of directors, officers and
controlling persons for liabilities
arising under the 1933 Act is
against the public policy of the

Act. "If we follow the syllogism
through to its conclusion, under-
writers should be treated equally
with controlling persons and

hence prohibited from obtaining
indemnification from the issuer."

The court asserted that under-

writers "who knew they could be

indemnified simply by showing
that the issuer was 'more liable'

than they ( a process not too diffi-
cult when the issuer is inevitably
closer to the facts) would have a
tendency to be lax in their inde-

pendent investigations." •

.

AN oper,tor respoiding to M clarm signal in
cne ct ADT-s mon :han 140 c.ntral stations.

..*

our concern

is your protection
ADT, the Concern that provides

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

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

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

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

Major industrial, commercial and institutional
properties throughoutthecountryare safeguarded
by ADT systems. For over 95 years, ADT hai been
a leader in the planning, installation and efficient
servicing of automatic protection systems.

ADT professional safety and security consultants
are available to you at any time. On request, a
qualified ADT protection expert will plan a system
specifically designed to fill your security require-
ments. No obligation. This is another ADT service.

For information. see Yellow Pages, or write:

55 Sixth Ave., New York, N.Y. 10013
. An International Organization

Risk managers with a sense of security specify ADT
. . . the protection Concern.
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2. Encouragement to offer

foreign buyers competitive
terms of payment.

3. Support in penetration of

high risk foreign markets with
due business prudence.

4. Assistance in securing
greater financial liquidity and

flexibility in the administration
of foreign receivables
portfolios.

In short, an FCIA policy
protects against any credit
loss not due to the fault of

the exporter.

Of course, we've only
highlighted some of the basics
of FCIA. It costs you Only a
stamp on an envelope or a
phone call to get in-depth
information. Write or phone to:

FCIA with them-well insured
' Legs-and what comes

AND

HOW IT PROTECTS

AND

EXPANDS

UNITED STATES

EXPORTS

If you're not depending on
FCIA coverage on your exports
-you may be doing business
in a very risky way indeed.
And perhaps not realizing the
full potential of your market.

Here's why we say this.
FCIA in cooperation with the
Export-Import Bank of the
United States, offers four
major classes of service

to exporters.

1. Protection against the
failure of the buyer to pay his
due date dollar obligation for
commercial or political
reasons.

FOREIGN CREDIT

INSURANCE ASSOCIATION

250 Broadway, New York, N.Y. 10007

Phone 212 349 2160; (TELEX 12-7887);
or contact our offices in Boston,

Cleveland, Houston, San Francisco.

Information also obtainable from
your insurance agent or broker. or any

Field Office of the United States
Department ol Commerce.

LONDON-Insuring beauty queens' legs has its natural haz-
ards. But to one major London insurance group, which has
covered balloonists and other unusual risks in its time, it
presents no problems.

When Du Pont UK Ltd., a subsidiary of the big Arnerican
industrial combine, asked for a $1 million cover on stocking
contest winner Lynda Goldstraw, the Sun Alliance group came
up with the answer.

It provided protection for the remarkably small premium of
$1,200 up to a maximum sum of $1.2 million for the r-ext 12
months for all her travels in Britain and Europe. She had won a

contest for the prettiest legs in Britain. -

THE RATE WAS based on the normal personal accident risk
policy for any British citizen, equal to 2.5¢,per $100, but was

uplifted to four times this rate, 10¢ per $100, for the special risks
and exceptional cover required.

So attractive Lynda Goldstraw, a Birmingham (England)

secretary, became known as the girl with the million-dollar legs,
and Du Pont cashed in on the attendant publicity for its sales

campaign for nylon stockings made from its trade-named
Cantrece fibre.

H. E. C. Grosstephan, personal accident underwriter fot Sun
Alliance, explained how the rate was arrived at, after emphasiz-

ing that although his firm was the leading risk carrier, it had
shared the risk in the end with three other British companies,
Commercial Union, Guardian, and Norwich Union.

Each accepted 25 % of the risk liability for bodily inj ury to

Lynda, causing amputation of either one or both of the stocking

contest winner's legs.

MR. GROSSTEPHAN said: "We have insured beauty queens

in the past, but only for normal personal liability, and not for a

special risk like this. We felt it essential to load the normal

prerniurn by a high percentage because we were dealing with a

target risk. This girl might get injured in crowds trampling

round her, or by other people because she was the center of

attention. We also had to take into account the large cover

required. We are not hidebound in our approach, and that is

probably why we were asked to accept the insurance in the first

place. We worked out the rate on a purely business basis."

But exemption conditions imposed in the contract are that

Lynda must not engage in hazardous sports, including aqualung
diving, boxing, climbing, flying (except air travel), football,

hunting, ice hockey, motor racing, polo, power boat racing, show
jumping, water-ski jumping tricks, and wrestling.

Mr. Grosstephan said: "These are the usual exceptions in our

personal accident policies, and so we included them, though we
don't expect Lynda to take up anything as unusual as foo-.ball or
boxing."

Business considerations entered into the insurance, since the
purpose of the contract is also to protect the firm against the
contingency of losing the girl's services in an extensive sales
promotion campaign which will tie in with her personal appear-
ances.

ROOFING AND FLOORING
MAINTENANCE

IS INEXPENSIVE, EFFECTIVE
SPRAY-ON

' ROOF SEALANT

SAVES MONEY

RANCO INDUSTRIAL

PRODUCTS CORP.

1327 Union Avenue

Cleveland, Ohio 44120

Your plant labor can spray
your roofs with low cost,
durable sealant. Reconditions

roofs for years of service. Write
on company letterhead for

FREE 40-page Ranco Roofing
and Maintenance Catalog.

FREE 2-GALLON SAMPLE

PROVES HARD, FAST SETTING

FLOOR PATCH

Fleet Patch® repairs floors
fast under all traffic conditions.

It is easy for your plant labor

to apply. Write on company
letterhead for FREE 2-Gal.

Sample, freight prepaid.

Risk rates

hiked for

N. Ireland
BELFAST-The British insur-

ance market reevaluated its risk
rates on goods and cargoes rnov-

ing in this riot-ridden area of
Northern Ireland and upped them.

The new strike, riot and civil
commotion risk rate on all goods
moving in the interior has been
raised by as much as 606 per $240
of valuation, according to reports
received by Business Insurance.

The new rates apply to goods
going by air, water or land and
have been imposed as well on
postal insurance.

The British Insurance Assn. has

not yet been able to give an ac-
curate estimate of insured damage
caused by the riots. However, most
insurers have always been very
cautious in their attitude toward
riot insurance in Northern Ireland.

The normal household policies
there, sources say, specifically ex-

elude this particular risk.
On commercial buildings Brit-

ish insurers have taken more of a

beating from the riots. for riot
coverage is more readily available
to businesses. But it's said most of

the new factory developments are
outside urban areas. •

h
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Management Consultants

Lynda Gold-

straw displays
her million-dol-

lar legs.
-Wide World

photo

COMMONWEALTH SERVICES INC.

NEWYORK, N. Y.
300 PARK AVE.

(212) 688-1800

JACKSON, MICHIGAN

WASHINGTON, D.C.

Insurance and Pensions:

insurance audits,

management of corporate insurance programs,

evaluation and planning coverage for specific application,

analysis of pension and employee benefits programs.

Commonwealth diversification helps
management solve complex problems.

Its strength is reinforced by its ability to

draw upon the resources of its various companies.

AA/\4
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SOUTHERN MARINE & AVIATION
UNDERWRITERS, INC.

610 POYDRAS STREET • TELEPHONE 524-4131 • NEW ORLEANS 70130

BRANCH OFFICES IN ATLANTA / HOUSTON j LOS ANGELES

Service available #hrough insurance agen#s ond brokers on/y.
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The following summarizes the full-time students The plan covers

benefit tax slants current benefit program awarded all types of medical care including
the players nurses, prescription drugs and am-

Pensions· A participant-start- bulance service. A new feature is
1ng at age 50-can receive $60 a the comprehensive dental care cov-
month for each year of major erage for both players and their

State law limitations can reduce league service up to ten years and families
there's an extra $20 a month for There is a ceiling of $25,000 in

each additional year through the benefits on an 80%-20% co-insur-

tax break on group insurance rates twentieth ance basis subject to a $50 de-

ductible However, the deductible

FOR EXAMPLE, a man who does not apply to hospital, ma-

By JOSEPH 6. ROBINSON age per employe was $40,000-the tion " Usually, this means any state played for eight years in the ma- ternity or surgical expenses
highest allowable group coverage in which the employer has an of- lors would receive $480 a month Maternity costs are fully paid

NEW YORK-«The group hfe permitted by State C fice (See Rev Rui 69-423). starting at age 50, a 10 year man for up to $500 Above that, 80% of
insurance tax break can be cut Held Since the terms and con- would get $600 a month and a expenses are covered for the next

*** fifteen year veteran could look $250 In other words, maternitydown by state limitations So says dihons of the group policy were
the Internal Revenue Service governed by State C's laws, the cost forward to $700 each month. expenses in excess of $750 must

Here's tlie stor·y of coverage up to $40,000 was tax MAJOR LEAGUE club owners Disability If a ballplayer lS pUt be borne by the players them-

The Federal tax rules allow exempt to the employes. What's have put together a package of out of action due to injury or selves.
companies to buy up to $50,000 more, it matters not that State A extra benefits for ballplayers and Illness, he can pick up as much as At retirement, the health insur-

of group term protection for em- (where the employer was incor- their families $700 a month in disability income ance plan is suspended But a

ployes on a tax-free basis. In other Porated) permitted only $30,000 A player must be on the roster The amount was formerly $500 a participant can elect to continue
words, only the cost of coverage maximum coverage of a club for at least 60 days in month. the coverage by assuming pay-

over $50,000 is taxed to the em- We might add this footnote order to participate in the health MaJor medical plan The health ment of the premiums, and he

ploye Any state in which an employer lS plan. If he serves four years m plan not only covers the players gets the same group rate that ap-
But what if a state law limits free to buy a group policy would the majors, he qualifies for retire- but includes wives and dependent plied while he was an active

employe group insurance-say to seem to be an "applicable jul·isdic- ment benefits children up to age 19-to age 23 if player .

$30,0009 Is the amount of cover-

age above the $30,000 ceiling tax-
able compensation to the em- ..

ploye? Yes, says the IRS. But it' s ' It . 4. - -t

also important to know which -

*2 i,
-state law applies in any particular

situation Reason' IRS has ruled
1, I .

that the law of the applicable Jur- sdhiNT.47#$frst.WS fs* t.2»Z Misdiction-1 e, the state whose laws - i
f M.-3.

govern the terms and corrditions of 14.27.::triffj,%*:il.fi'82?_55ell,F; ;.,9 , .-j '.,': 2 r -']']-' ' ,-,z lf- -.Er.Uit. Ch-.1 Li.i.z.-..: 32

the policy controls :'T,·* r?41,5-*:.5:.<*124:2.-1/':.1'w.':'%-* .-:".:...·-'Lu--.3--L-t-
'SeR,€z-u·,-,,....'.,r-103«,2 -*07-·fe»f*z,,*:igft#42,6, 4%6#Br 1,08:514.*3RU6·11e' s·', t, ' '4%

FOR INSTANCE: ,5:::.-**,.-:er-·tt'· , t:*-., i,'_*EkE,.55.£5443'>'43:A-,.,-**, .' Yd'R..3i345*;59,9,f41%2&2LK#AFMX:5)'i<..-,,+-24 .·-2. ·A corporation was formed in
State A but had its home office in 9 -- 2#,MT#=- , '7 - 17 ' - '4, =t*fftffi])' >YS,f-; „ > 4-.·siv-05 f'.;5-94#
State B The company purchased a 483 -1- 16-j_ :-:'-,24.4'f -3.QST:>e'%t.4(,2-,-*.',>-' Eff'-': n:22.,..:, ' ,-2*i,76,<**'62&.<340..' 2.lyt'{26:13 -
group term Policy from an insur- : ' 2=d 4-',-5 3,= ' ' 0*335ff::53.-cf -i,<f irs a brand new ball game as far as southern '.ance carrier licensed to do business I i lili - 1

L ' California's water shortage problems are concerned. -.·
m State C The maximum cover- DI - r 1- r ,%/a,i ' &279 '" ''

-r= I z, -,J'--lizz 'ttI-_4/,IL-V- 6 4 By 1971 water from the northern mountains will flow
- I 'rr .

41 -r to thirsty areas of the south via the 400 mile State p
'41'11 - ,LL

'.. -, a >7

-r 1.- - 41 ' · 2.,:* Water Project.
lilli- 1 -1+ 71 - -,, --d,bke: 52:,7 .4,92 Near Bakersfield the project will cross the Tchach- E46'-I-1,0 4!* , _ _ _f-, Z -k-Il'LI- -8 1, R.

Continued from page 15 api mountains. Here, 1,500,000 gallons of water per :
Did this employe have a consti- T '-1:'1- )-- < - -lidili - | 4., :. minute will be pumped over the mountains through ,-

4 1- 1-14 , , -t - . di ' u. T r 4485> 4,430 .

tutional right to slug his superi- 1 2 1. 1 41%': twin steel-lined tunnels 8000 feet long. The vertical :
ors') If he did, we do not know 1-1 1-- r I ..,9, ':. rise is 1,926 feet making this the highest pump-lift in L
about it -K_ the United States.

* * * 1,1 Perini Corporation is fteld manager for the r
rr- 7 --' * construction of the tunnels in a joint venture with

IF YOU ARE insuring your cit- J" )&&7/5*13 ,S,-725.<r. '  ,, tr·.5 two other firms. Perini, headquartered in Framing-rus crop and ycu underestimate ham, Mass., has been in the construction industry
its size, should you bear a portion

"
5 for over fifty years and is no rookie when it comes .

of the loss if lt lS later destroyed -or-, = 1\,rs ·,712.- I -Ui' ',
by a hurricanep 4 to tunneling. However,ground rules for theTehachapi {

At the time the insured applied :'' r ' r-, & :'3 project, begun in 1967, result in men and drilling .
-

for insurance, he had not estimat- ::2 b.88%4.44241 equipment tunneling on slopes of 55°. From the started the value of the crop Under- 1,1-d..A#W j .:.,.Ir : -:.. it was a real test of engineering skill and strict
standing that by the terms of the 'S.£*,63_--=.ris' 1--, + '«4'71>,fS' L-, ,.'.-*i•:fL#*.*14'%£9
co-insurance clause he was re-

safety control.

quired to cover 80% of the value -r-1' 476-- - 53<11- - 4 ---1 L.

Cal'* f*;1 ,4.3 A change in the lineUp occurred when Perini
' -11

of the crop, he was aware of the 4*2 -=-4,--4 4 - Y-:,-·gK··G;<?,1-1 64- 752.-p called on the prominent insurance brokerage firm 5
problem of determining how th:**'i'-4,4'f'--1 ''j,-4, 1.'-'--2?54., J ,- f *-hxy-- f:''4<f*3 of Miller & Ames -Corroon & Black of San Fran- ,3 - t/:4. i;zrz,much the insurance * coverage !Ht'**32,:r '91",r -, _ ,- n -':' >: -i. 2-'' : - ./s'Irss.4 cisco. Engineering problems on the project required t, 1.f

should be. 1-
»n -3'15}GS'fal;36'*t achange intheir workmen's compensation program. ff4- 1 -LI

The insurance agent, wishing to 4:se»Yf-Y<.35*<, *SNY They needed a comp carrier that specialized in r
bind the coverage,-1 suggested that fi»*B®kit-831}i,ckf 1*4- - - heavy construction. Henry Trainor of Miller & Ames 2
the size of the previous xear s t' 1170=,-'--F-- L -*«3 , -Corroon & Black recommended the services of W

r:

mate Then cover,agb could be
crop be used as a temporary esti- 8000 89- f '· * ' *-54-0*4« Argonaut Insurance Company. 64

bound, and after a subsequent 9,4/71<(_E-:*ri*>2 9%.- 4#2/ - ·b . : Argonaut developed a policy especially suited to >
survey of the grove to determine 1-I". OBCW ,' -73g5 - 2 47<Ed)F rS, the project. They also arranged for a continuing, >A

18,1the potential of the current crop, _, non-destructive testing program of all rigging, 
the premium could be ad]usted  gAILL,-I LI._. &: _t.:,_ ___I__ hoists, and other elements subiect to metal fatigue. 
accordingly ,_11,5 F *--4 f?* 1!liT -r

The production of the previous
4_ Lil,T - -- ' The strategy paid off for Perini and the joint M

year had an*Anted to 49,967 box- 11*ires* .a#01<kekid 4- 1 3 _34 venture companies. As Al Perini, executive vice pres- 
es-and at a valuation of $1 75 -- 1-/" 1.- -1- -7 'r- 46- 3-3

1--- 1 ident for Perini Corporation's western operations f:
11'' 1 7

per box, an adjusted figure of 4*butliem* 5 ---+ '. __, points out, "I've been very pleased with Argonaut's*'i'."rE; li*.Iss=&J,- 41.f
$69,953 80 was agreed on The 4 _ : progressive approach in engineering a safe project. :ie
coverage was written on this fig- , Et&.1 'r lifmmlimmic-_ -1---s  --2 Their suggestions and cooperation with our own „,
ure -/ I..1 T r safety engineer have gone a long way in helping us ,..

Twelve days after the policy establish an excellent safety record on a very tough :S
was written, a hurricane caused -ilii**0**fsn job.SelectingArgonautwas definitelythe rightmove." F
considerable damage to the crop ?Mp.-L 'li 1

C.Llt ' ' '41 I Il'L-
The loss was estimated at be- Coming up with the winning combination of F
tween 40,000 and 50,000 boxes 1 workmen's compensation coverage and safety engi- *
The insurance company claimed I neering know-how isn't luck. It's skill. The kind of ,4.-
the lower figure and the Insured '4.0 skill that comes from specializing in large-sized N

t/

the higher figure *f, 1, - h-* . 1- " risks, and from working closely with producers and @, oil A -t *L -

1 r .1 li '_ the industries they serve. If that's the kind of skill .
Unimark formed

CH zf_
1-Ir your comp clients are looking for, take the Argonaut r-

1

Charles Terrell, chairman, and H,4 approach. Call us today.
Max Christian, president, have

-.11.3--

4- [ 1!+it
formed Unimark Inc, Dallas, a ,

general insurance agency to serve
commercial businesses and asso-  Argonaut Insurance Companies HOME OFFICE MENLO PARK CALIFORNIAciations Messrs Chnshan and

Principal offices SAN FRANCISCO • SACRAMENTO · FRESNO • LOS ANGELES · SAN DIEGO • PORTLAND • SPOKANE • BOISE
Terrell were formerly with Blue DALLAS · HOUSTON · NEW ORLEANS • MINNEAPOLIS · CHICAGO • KANSAS CITY ·INDIANAPOLIS · NEWARK · ATLANTA
Cross-Blue Shield of Dallas
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AT

THIS MOMENT

YOU MAY

KNOW MORE

ABOUT

THE SURFACE

OF THE MOON

than you do about workmen's
compensation coverage in
Texas. Not a highly publi-
cized subject, maybe, but it
could have important impli-
cations for your company.
May we tell you what they
are?

E
Texas ErnpLoveRS'

insuRance AssociaTIon

P. 0. Box 2759 Dallas, Texas 75221

[*PLOTUS BUNCE Of 803: TUAS 0010¥£11$' INSURANCE ASSOCIA"ION
EMPSYERS NATIONAl INWRUCE COMPANY · IMPLOYINS CISUALI COMPUff

EMPLOTERS IMTIONAL USE INSURANCE COMPAIff

10.1/89
--4,-- london line
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British insurers worry
as home fires burn

LONDON-Insurance firms in
Britain have become alarmed be-

cause the country's fire loss dam-
age has soared so high that it now

tops $150 million for the first half
of the current year. This is the
worst loss ever recorded by the
British Insurance Association,

which points out that it represents
material liability claims, but does
not take into account loss of ex-

ports and disruption of business.

The figures had spiralled last
year to $250 million for the full
twelve months. Analysts predict
'that if the present dangerous
trend continues, Britain will lose
more than $600 million annually
through fire losses within the
next ten years.

The three threats to business protection
1) Underinsurance 2) Overinsurance
3) No insurance for major exposures
are eliminated in their entirety by
Pacific Indemnity's CMP-

Commercial Multi-Peril Policy.
The scope of this Pl coverage
is matched by its competitive cost.
Take a look!

*

PACIFIC
INDEMNITY

GROUP
Pacific Indemnity Co. Texas Pacific indemnity Co.
Northwestein Pacific Indemnity Co.

NOW
TRY

Affiliated with fEDERAL INSURANCE COMPANY through THE CHUBB CORPORATION

AUSTIN, ATLANTA, DALLAS, FORT WOR-H, HOUSTON, KANSAS CITY,

LOS ANGELES, OAKLAND. PORTLAND
ST. LOUIS. ST. PETERSBURG, SAN FRANCISCO, SEATTLE, SPOKANE

MULTIPLE

LINES

So as to combat this trend, the
Fire Protection Association in

London has founded a new centre
for information on safety factors

to which all firms can turn at any
time.

NATIONAL FIRE chief H. M.

Smith warns: "The increasing an-
nual incidence of fire loss has

become almost an expec:ed fea-
ture of industrial, commercial and
social life."

Hospitals have been ordered to
make an immediate review of

T rustee . . .
Continued from page 14
Mr. Griffin said.

The pension fund trustee said
that "we are almost ready to seek
partners for this venture." He

added that the carpenters fund's
board of trustees has okayed a
monthly commitment of $500,000
for the project.

MR. GRIFFIN said the group
trust idea, 'while it "in no way can
be presented as the answer to
pension fund investment," is nev-
ertheless "a very safe and profita-
ble means of promoting our in-

dustry. Perhaps 30 % of the total
assets of any fund would be the
maximum investment allowed."

Mr. Griffin contended that

through the group trust "it would
be possible to create a source of

$100 million per year from the
construction trades pension funds
alone. If the teachers, the state

employes and some large corpora-
tions also join the group, then the
potential is truly tremendous.

"In 1968 the savings and loans
in California invested a little over

$600 million in new single family
construction. If we can aid that

effort through a steady source of
regularly invested funds, we might
be able to avoid the violent ups
and downs of the past years," Mr..
Griffin said.

HE CALLED attention, how-
ever, to what he termed "a large
cloud on the horizon." Rep. John
H. Dent (D., Pa.) has introduced
two bills in the House and Sen.

Jacob Javits (R; N.Y.) has intro-
duced a similar bill in the Senate
which would forbid the invest-
ment of pension fund money di-

rectly or indirectly to a contribut-
ing employer.

"Obviously," said Mr. Griffin,
"it is almost impossible t) make a

mortgage loan in the State of Cal-
ifornia that does not in some way
involve a contributing employer."

The government, he main-
tained, "in its own inimitable
style is eliminating mortgage in-
vestments for construction trades

pension funds. In the Dent and
Javits bills, parochialism is no
longer a matter of discussion, it is
against the law.

"We can understand the gov-
ernment's concern about an in-

dustry that has reached the size

of the pension industry. It is in-
conceivable that they won't con-
trol our activities in one way or
another before much longer.
However, the two bills outlined
above go too far in that they try to
solve all the problems that arose

in the Studebaker case by paint-

ing the entire pension industry
with a black brush," Mr. Griffin
stated. •

their safety precautions so as to
protect their patients better.

7C

***

DEPARTMENT stores and small

shops in a country town in Surrey
(England) have been advised to
combat fraud by asking new cus-
tomers for their fingerprints.

Police chiefs in the town sug-
gested this scheme after a spate of
"bounced eheques" had hit the
local businessmen.

Tradesmen were urged to get
doubtful customers to put their
fingerprints on a piece of glass or
shiny material so that police could
check suspect deals.

***

NEW AIDS to safe landing at
fog-hit airports are being studied
in London by Plessey Radar,
which is researching on the use of
laser radar (LIDAR) as part of
automatic landing procedures.

The aim is to design instruments
that will best evaluate changes in
visibility on runways that are af-
fected by sudden "patchy" fogs.

***

INTERNATIONAL lawyers
have urged in London that bugging
of private conversations should be
made a penal offence, and busi-
nessmen who suffer loss through
the use of illicitly obtained mate-
rial ough: to be able to claim
damages through the courts.

The lawyers made their de-
mands at a conference of six

hundred delegates from thirty-
three countries to the Internation-

al Association of Lawyers.
They also reviewed the problem

of information about business em-

ployes being stored in a computer,
and suggested it should be subject
to special rules of secrecy, while
the employe should have the stat-
utory right to have any erroneous
details corrected.

***

AIRCRAFT rescue services at
British airports may be reviewed
after a government probe into an
emergency landing by a plane of
British Overseas Airways Corp.
last year.

Most passengers escaped when

the captain brought down the
plane, a Boeing 707, at London's
Heathrow airport after one engine
failed.

But five people were trapped in
the plane when it burst into
flames after landing. The safety
plans for dealing with big jets
when they come into trans-Atlan-
tic service will be analyzed in the
light of the inquiry into this dis-
aster, when the official report is
released this fall. •

Met writes key man
Metropolitan Life Insurance Co.,

New York has issued a $500,000
key man life policy to Moody
Enterprises on golf star Orville
Moody.

SARASOHN
AND COMPANY

PUBLIC ADJUSTERS

 CONVENIENTOFFICES

East Orange, New Jersey (Home Office)
85 S. Harrison Street (201) 6754400

New York, New York
347 5th Avenue (212) WH 4-3337

Bridgeport, Conn.
(Tri State Adjustment Service Co.)

27 Post Office Arcade (203) 333-5555

Newburgh, New York

231 Liberty Street

San Juan, Puerto Rico
1700 Ashford Avenue

No. Miami, Fla.
16924 N.E. 19th Ave.

(914) 562-9420

722-5977

(305) 945-6338

Memphis, Tenn.
(Roddy and Sarasohn, Inc.)

651 South Cooper St. (901) 274-2305

Scranton, Pa.

129 N. Washington Ave.

Kansas City, Mo.
10th & Walnut Streets

(717) 342-8230

(816) 421-7070
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The ultimate in perimeter security

A development of Space Age technology, the Devenco System
uses radar for the ultimate in security. Accurately beamed around
an object or installation, it creates an invisible fence. Any intrusion
interrupts the beam, thereby setting off an alert. The Devenco
Radar Fence gives constant 24-hour protection, regardless of
weather or situation.

Completely flexible, it can be installed permanently or transported
for on-the-spot use.

The Radar Fence is typical of the broad range of Devenco
Electronic Security Systems which can cut your costs by over 50%.
*patented

Research & Development Division
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Travelers challenges Connecticut
on mass merchandising measure

By ALLEN M. WIDEM -could mass merchandising be-
conne effective.

HARTFORD-T h e Travelers

Insurance Cos. have started a

statewide program to mass mer-
chandise group automobile insur-
ance, with an estimated 15 % re-
duction in premiums, in effect
challenging a new Connecticut
law designed to block effective
development of mass merchandis-
ing.

Travelers agents across the

state have been authorized to

start selling all personal lines of
insurance to factory workers, la-
bor unions, professional organiza-
tions and other groups seeking
savings of mass merchandised in-
surance.

The personal lines include cov-
erage for automobile, individual
life and health, homeowners and
others, the savings on marketing
costs and premium collections
through payroll deductions to be
passed on to the group.

IT IS NOTED that if the Trav-

elers is successful in bypassing
the new law, the independent and
mutual insurance agents will be
out-paced in their own endeavor.

The independent Mutual Agents

Assn. of New England, which
deals in mutual insurance compa-
ny lines, and the Connecticut

Assn. of Independent Insurance
Agents, which deals in investor-
owned company lines, proceeded
to lobby for passage of a state
legislature measure that would

markedly restrict Connecticut mass
merchandising.

The new law, primarily aimed
to prevent s6-called mass mer-
chandising abuses, explicitly says
that no group smaller than 700
may participate in mass merchan-
dising insurance programs-in ef-

feet ruling out hundreds of small
companies otherwise probably
willing to offer mass merchandis-
ing insurance as a fringe benefit.

It is also explicit in saying that
a mass merchandised group pro-
gram can not be in force unless
70% of its members are listed as
participants.

AS REPORTED during the last
legislative session in Business In-

surance, spokesmen for major in-
surance firnns contended that no

sales effort could reasonably as-

sure 70 % participation, particu-
larly in the light of the very new-
ness of mass merehandising.

Another requirement spelled
out in the bill is insurance compa-

Set top rate
for credit life

lines in Idaho
BOISE-The Idaho insurance

department has moved to curb
alleged "excess profits"' in credit
life and disability lines in the state
through establishment of a maxi-

mum rate of 60¢ annually for
each $100 of indebtedness, effec-
five Oct. 1.

Insurance Commissioner John R.

Blaine said investigation showed
at least one insurance company

was charging at a rate of $1.50
annually for each $100 owed.

The borrower shall be free to

shop for credit life and disability
insurance, which cover his in-
debtedness in the case of death or

total disablement, Mr. Blaine not-
ed.

The new regulation also will
assure full disclosure of details of

such a policy to borrowers. •

ny provision of a unified rate for
all participants in a group, despite
involved higher or lower risks.

It was argued during legislative
public hearings by insurance in-
dustry spokesmen that this would
serve to wipe out the implied sav-
ings of mass merchandising and
would attract high-risk peopld,
thus forcing up premiums. Low-
risk members of a group, it was
further charged, would find no
advantage in the group plan and
take their business to the inde-

pendent or mutual agent. The lat-
ter feared that mass merchandis-

ing would jeopardize their busi-
ness.

The industry spokesmen com-
mented that only by charging in-
dividual rates-based on liability

A TRAVELERS spokesman told
Business Insumnce that its legal
department has now interpreted
the state law as not applicable to
the Travelers-designed mass mer-
chandising plan.

Moreover, the company, in a
letter to state insurance commis-

sioner William R. Cotter, re-
marked that state public act 823

(the mass merchandising law) de-
fines "group insurance" in a way
markedly different from what is
proposed by Travelers.

The letter said, too: "The act
defines this as 'the marketing of
group fire and casualty insurance
by a licensed insurer engaged in

1Yow. /ony
IS

Ila farope?

Not quite enough to do the Job Neither ts half a financtal pro
gram Quite a few people are hanging around, these days, with
plans that tike them part of the Kay because their agents special
ized only m certain areas

But now with the Employti 9 Commercial Union Companies
Full Spictrum Fincme,al Sert,ier to back him up the agent can
spec„tlize the easy w,iy m all areds in hb selling approach
We handle many of the details give him all the facts and the
tools he needs and provide personal support fiom specialists iv
our m-my field offices m handhng tbe tough ones
Let us help you sell the whole man the whole plan

insuring independent risks for an
eligible group on a guaranteed
basis under a single .nsurance
program without individual un-
derwriting selection or individual
proof of insurability.'

"Our program is not group in-
surance within that derirition. We

are not offering uniform insur-
ance coverage at a uniform rate
to all members of a group.

"EACH POLICY is individually
purchased with the scope of cov-
erage which fits the policyholders'
needs and is individually under-
written and rated.

"Similar to the plans described

in the Jan. 21, 1969, opinion of the
(state) attorney general's of'ice,
our program is 'an individual au-
tomobile insurance plan utilizing
mass marketing as a new tech-
nique for the sale and solicitation
of individual automobile (and

homeowners) insurance policies.
"Such plans were ruled valid

by this opinion and do not rely

upon public act 823 for their
vali dity."

The state law defines mass

mercnandised insurance, the Tra-

to groups no smaller than 700 and
with minimum participation of
70%.

"Under our type of program,"
the letter continues, "where each
risk is individually underwritten
and rated, there is no legitimate
distinction between a group of
400, SOC, or 600 employes and one
of 700, or between 40%, 50%, or
60% participation, and the 70 %,
which the act calls for.

"The expense savings which
can be developed by mass mer-
chandising are in no way depend-
ent upon such arbitrary stand-
ards. Consequently, a denial of
the benefits to groups which do
not meet the statutory criteria
would be a capricious distinction
between groups of varying sizes
where size is not a material fae-
tor."

FULL SPECTRUM FINANCIAL SERVICE . . is the concept of the future.
Total. Comprehensive. All encompassing. It includes Life, Corporate and Emploiyels·Cummercial Union CompaniesPersonal Financial Planning - and virtually all other kinds of insurance. most
of which are available worldwide.

110 MILK STREET, BOSTON, MASSACHUSETTS 02107
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Who'd insure an elephant
riding on araft?

THE ST. PAUL

INSURANCE COMPANIES

DID.

Vou'd think a raft-riding ele-
A phant was too kooky for a
venerable company like us to
insure. (Venerable, we're practi-
cally Dickensian.)

But true to our reputation for
creative underwriting, we said
we'd try. (It seems elephants are
good swimmers, so it was a
good risk and we covered it.)

Q. Why did the elephant
people come to us
anyway?

A. Well because The St. Paul is

quietly notable for insuring
things never insured before.
(Electronic data processing
equipment, farm crops against

hail, fur coats against theft,
to name some.:

Q. Haven't you got an
elephant?

A. Don't fret. We also write

good Non-Elephant insur-
ance. (What do you want in-
sured: your house, your busi-
ness, your car, your health,
your life, your reputation?)

Q. Is the elephant
important?

A. No. Our broad-minded kind

of underwriting is. (You get
a lot more service out of an

insurance company with
imagination.)

The day you wart Creativity,
Solvency, and Derring-Do all in
one insurance company, you
probably want The St. Paul. We
don't know any other with a#
those lovable chara=teristics.

World's Quietest insurance

Company ? Maybe. because we
didn't advertise for about a

century. We're trying to
remedy that. though: and our
Agents will talk. Look in the
Yellow Pages.

THE ST. PAUL
INSURANCECOMPANIES

Serving you around the world... around the clock

St. Paul Fire and Marine Insurance Company
St. Paul, M nnesota 55102



business insurance/perspective

Help yourself to more responsibility
by Donald H. Moore, president,
Philadelphia Manufacturers Mutual
/nsurance Co.,

Philadelphia, Pa.

Donald H. Moore

T he risk manager is too often one of
the least effectively used members of
the management team.

I will be the first to admit that in many
cases this statement is inaccurate. I am

aware there are many corporations where
risk managers do play a key role in their
company's decisions; where their opinions
and recommendations are sought and
heeded.

But I've seen too many instances where
the risk manager just sits on the sidelines
and watches other members of manage-
ment make decisions in which he should

have been involved.

Not only is this bad for the risk manag-
er's morale, but it is a foolish practice for
companies to follow. It's like having a
controller then not paying any attention to
his recommendations on important finan-
cial matters. The results are often disas-

trous. Decisions too often occur that cost a

company far more than it should pay for
what it receives. And sometimes what it re-

ceives has a completely negative value. In
our industry, better utilization of the corpo-

rate insurance expert will go a long way
toward reversing the current unfavorable
loss trend. Large companies simply cannot
afford the luxury, if that's what it is, of

not getting the most out of their risk
manager.

IN TRYING TO GET at the reasons the

risk manager is sometimes not as influen-
tial as he should be, several explanations
seem to be valid.

One is the present emphasis on the prof-
it center system of operation. Under this
structural arrangement, the corporate in-
surance man, a staff man, finds himself
away from the center of the action. He

finds that many of the day-to-day line
decisions are made by people directly in-
volved. The risk manager too often waits
for an invitation that never comes.

But some of the other reasons are a little

harder on the insurance executive himself.

That is to say, in some cases the risk
manager hasn't earned the respect of top
management. For one reason or another,

these risk managers haven't made enough
of an impact to make themselves heard
through the corporate maze. Earning the
respect of top management is one of the
most important jobs the risk manager has.

What can he do? For one thing, he
should take it upon himself to become
more professional. The ever growing com-

plexity of American business demands that
its members have more knowledge of a
broader nature every year. It is my opin-
ion that more corporate insurance men
should make serious attempts to upgrade
the quality and quantity of knowledge
they have.

NOT ONLY SHOULD he strive to keep
fully abreast of developments within the

insurance industry, but he should broaden
his knowledge into other areas. To be truly

effective, today's risk manager should
have more than passing knowledge of fi-
nance, accounting, law, engineering and
plant processes. All these areas have a
bearing on how well he is able to carry out
his functions as an insurance expert.

Planned programs of self improvement
have another effect, too--they let top
management know that its risk manager is
trying to make himself better able to do
his job. A risk manager who in effect
"goes back to school" is bound to make a
favorable impression upon those men he
reports to. He shows them that he is con-
cerned with tomorrow-and that he wants

to be more important tomorrow than he is
today.

In other instances the corporate insur-
ance man is too specialized. He's an expert
in casualty, employe benefits or property
matters, but less than expert in other areas.
His past experience may lie in one of
these fields and he hasn't taken the time to

become sufficiently knowledgeable in the
other areas he should be. This is a short-

coming that an insurance man who wants
to be successful cannot afford.

Another area where many of us are
most lacking today, and the risk manager
is no exception, is in human relations. By
this I mean the ability to sell an idea. It
takes a heap of expertise to overcome a
lack in communications skills.

AS UNFORTUNATE as it may be, a
, good idea doesn't usually sell itself. Victor
Hugo said that "stronger than armies is an
idea whose time has come," but most of
the time that idea needs a push from its
creator. A man has to make himself heard,
and heard effectively, if he is to have an
idea adopted because so many members of
a corporation are fighting for the attention
of top management.

Sizable numbers of courses and semi-

nars are available today which can be of
great benefit to men who lack the ability
to persuasively express a viewpoint. Some
people have the innate ability to sell any-
thing. But most of us have to work at it a

Reading your standard

fire policy No. 1

by George L. Head,
Director of educational publications,
Insurance /nstitute of America

( This is the first of two articles.)

Reading straight through any insurancepolicy can be laborious and confusing.
Fortunately for the risk manager faced

with a long and complex policy document,
there are two fairly simple ways of ana-
lyzing an insurance policy-easy ways to
outline and to remember the scope of

coverage which any policy provides.
This two-part article explains these two

techniques of policy analysis, using the
1943 New York Standard Fire Policy as an

example. These techniques are equally
useful in studying any property, liability,
life, or health insurance policy.

Nearly every reader of Business Insur-
ance should have easy access to the 1943
New York policy. Statutes in 47 U. S.
jurisdictions, including the District of Col-

umia and Puerto Rico, spell out word for
word the terms of this policy to be used in

every fire and multiple-line commercial or
residential policy issued in those states.
Thus, every straight fire, special multi-
peril, industrial property, or homeowners
policy on properties in these states incor-

porates within it the 1943 New York
Standard Fire Policy.

HOWEVER, IT IS a mistake to think
that the New York policy is universally
used. There are 11 jurisdictions in which

the form of fire policy required by law

differs from New York's, although most of
the differences are minor. In six states-

California, Georgia, Indiana, Kansas, Mich-
igan, and Vermont-the phrasing of the

clause defining the perils insured against
differs frem the standard New York phras-

ing. The differences are not great, however
-everywhere property damaged by fire,
lightning, or removal is insured. Texas,

bit. This certainly is nothing to be
ashamed of and the man who can admit

this shortcoming,. then do something about
it, has half his battle won.

The point I have been trying to make is
that often the position of the risk manager
is not all it should be, and that there is
something he can do to change it. It is all
too easy to sit back and say that "I'm just

not appreciated." This is the kind of atti-
tude that invariably leads to further dete-
rioration of the situation.

What is needed now, in my opinion, is
for some strong, affirmative personal ac-
tion on the part of the insurance man who
knows he can be more effective than he is.

I've referred to this process as "profession-
alism" and it's probably as close as I can
come to pinpointing the need.

I am convinced that today's risk manag-
er is not powerless to lift himself up from
the position in which he too often finds
himself. Other members of management
have increased their stature in direct pro-
portion to the importance of their function;
risk managers can do the same. It is cer-

tainly not a position of unimportance from
which they work. Every year it becomes
more vital that> companies spend their in-
surance dollars wisely and create the kind
of atmosphere that produces effective loss
prevention programs; that the balance
sheet and operating statement be protect-
ed. An articulate, professional risk manag-
er is a company's surest way to achieve
these goals. i

Donald H. Moore, a native of Quincy,
Mass., graduated from Northeastern Univer-

sity with a B.S. degree in mechanical en-
gineering. He served in the U. S. Army Air
Force from early in 1943 to late 1945 pilot-
ing a B-24 in Italy. In 1948 he started his
present career with the engineering division

of the Factorv Mutual Fire Insurance Cos.

as engineer-trainee. Late in 1948, MT. Moore
joined the field force at Philadelphia Manu-
facturers Mutual Insurance CO. In March oj
1964 he was elected vp and field manager.
A year later he was elected m·esident.

Maine, Massachusetts, and Minnesota use

fire policies where the differences from the
New York contract, although slight, are
scattered throughout the policy. Only New
Hampshire law provides for a fire policy
substantially different from that of New
York.

Therefore, while all readers should real-
ize that this short article is not a complete
analysis of the standard fire policy ( a
complete analysis would require extensive
documentation of the judicial interpreta-
tion of nearly every word in the policy),
readers in these eleven jurisdictions

should be especially cautious in applying
this article to specific problems. Further-
more, the New York policy is only an
example. The main focus is on the
methods of policy analysis, methods which
work anywhere. These two methods are:
(1) the scope-of-coverage method and (2)
the functional method.

A slight extension of a framework de-
veloped by Professors Mehr and Cammack
of the University of Illinois insurance fae-

ulty provides an 11-question sequence for
Continued on following page



Continued from preceding page ard Fire Policy, the insurer is identified tering the china in the fall, the standard chain, between the lightning and the spoil-
deterrmning the scope of coverage under at the top of the first page and the other fire policy covers the loss of the tea set age
any Insurance contract Almost every declarations are typed in the blanks pro- degite the fact that breakage is not men- THE PROPERTY COVERED by the
clause in any insurance contract is an vided on the upper portion of that page tioned in the policy as an insured peril standard fire policy is the property des-
answer to one or more of these questions. The Insuring agreement appears toward However, if this homeowner successfully cribed in the typewritten declarations on
Of course, it may take several provisions the bottom of the first page The signatures removes the china from the house and the first page of the policy
in an insurance policy to provide the com- of the insurer's officers and its agent at- places it safely on the sidewalk, but the tea Often these declarations describe the

plete answer to each of these questions. testing to this insurng agreement usually set ts then stolen by a passing thief, the property only in general terms, such as
are at the bottom of the second page. The theft loss lS not covered. This lS because a building and its contents located at speci-

THESE ELEVEN QUESTIONS are' excIumons and conditions of the standard an exclusion on the second page of the fied address To more clearly define the
1 What perils are coveredp fire policy are embodied in the 165 lines standard fire policy excuses the insurer scope of coverage, the policy excludes haz-
2 What losses are covered 9 on the policy's second page from paying any losses caused by theft ardous types of property which the insurer
3 What property is covered 9 Within the context of these two systems either does not want to insure under any
4 What locations are covered 9 of pollcy analysis, let us now glance brief- HILE THE STANDARD fire policy circumstances or which it will insure only
5 What persons (i e, the interests of ly at the highlights of the standard fire covers only losses caused by fire, hghtning, if the property is specifically defined in

of what persons) are covered' policy or removal, the policy does not cover all the declarations and the insured pays an
6. What ttme penod lS covered 9 losses which are in any way attributable to extra premium These types of property are
7. What hazards exclude or suspend cov- A PERIL IS a cause of loss The Insuring these perils Specifically, the insuring agree- listed on hnes seven through 10 of page

erage, agreement on the first page of the standard ment covers only "direct loss" a phrase two of the standard policy accounts, bills,
8 What lS the amount of ©overagep fire policy provides coverage for only those which courts have held to exclude conse- bullion, currency, deeds, evidences of debt,
9. After a loss, what are the insured's losses caused by fire or lightning or by quential losses or losses only remotely manuscripts, money, and securities

nghtsp removal from immediate danger from fire linked to fire or hghtning The property insured under the standard
10 After a loss, what are the insured's or hghtening A cornmon type of consequential loss, fire policy is covered m only two locations

duties? For insurance purposes courts have de- not covered by the standard fire policy, (1) the location indicated in the descrip-
11 What are the znsurer's options in settl- fined "fire" as a process of oxidation suf- IS l)ss of revenue for a business whose tion of the property as part of the declara-

ins: a loss? ficiently rapid to produce a hostile flame premises are made unusable by the fire tions and (2) at any safe location to which
A later part of this article gives the major or glow-"hostile" implying a flame or or lightning, Loss of business revenue is the property is moved to protect it from

answers to these questions for the 1943 the imminent threat of fire or lightnmg.
New York Standard Fire Pollcy But to HOWEVER, THE COVERAGE at any
show how the scope-of-coverage method such safe location is sublect to two very&

The peril of removal includes any physical damage done toties in with the functional method, the vital restrictions First, the coverage at any

functional method needs to be expialned tangible property while it is being moved to safety from... such location lasts for only five days, nor-
briefly damage by fire or lightning. , mally time enough for the insured to ob-

tam separate specific coverage at that loca-
THE FUNCTIONAL METHOD of insur- tion Second, only a pro rata portion of the

ance policy analysis rests on the fact that total insurance applies at each safe loca-
every provision in an insurance policy per- glow which has, escaped beyond its custom- insurable, but only through one of the sev- tion For example, if an insured moves
forms at least one of four functions Every ary or intended location For example, eral types of busmess interruption policies 25% of the total value of the property in-
clause either· walls scorched by heat radiating from an An example of a loss that is only re- sured to a new location, 25 % of the insur-

1 Identiftes the subject insured or the overheating stove are not covered by the motely connected with an insured peril ance moves with that property, but only for
insurer, l e., is a declaratton, standard fire pollcy because the flame or and therefore, excluded from standard fire the five-day limit. This pro rata provision

2. Obhgates the insurer to provide indem- glow has remained in its customary place coverage by Judicial interpretation, is pro- blocks the insured from doubling or tripl-
nity of certain losses, 1.e, is an Znsur- m the stove However, should the walls vided by the case of a cold storage plant mg his insurance simply by distributing his
ing agreement; burst into flame from exposure to this heat, where refrigeration lS knocked out by a property among two or three locations

3. Excuses the insurer from providing damage to the walls would be Insured ligh'ming bolt hitting an electric power when fire threatens
mdemnity for certain losses, ie,isan Very few problems have arisen with stat-on some distance from the plant With- Note that the standard fire policy does
exclumon; or respect to defining the peril of lightning out refrigeration food in the cold storage not cover property while lt lS temporarily

4. Defines procedures which the insured in the relatively rare incidents of such plant will spoll, but the standard fire pohcy removed from the described location for
must follow in collecting indemnity for losses will not pay for this spollage The courts reasons other than protection from imminent
a loss, le,isa conditton The peril of removal Includes any physi- reason that such spoilage is caused more loss Thus, personal property, whi ch could

Any of the numerous endorsements that cal damage done to tangible property while diretly by the failure of the owner of the be covered as contents of an Insured prem-
may be added to an insurance pollcy can it 15 belng moved to safety from the lin- cold storage plant to find substitute re- ises normally, is not Insured under the
perform the function of a declaration, an minent threat of damage by fire or lightn- frigeration facilities than by the more re- standard fire policy when away from those
insurlng agreement, an exclusion, or a con- ing Thus, if a man runs from his burnmg mote lightning. This failure by the owner premises Of course, the standard policy
ditlon. home carrying his wife's fine china tea set usually is construed as the direct cause of could be endorsed to provide this off-prem-

On the two-page 1943 New York Stand- and trips on the edge of the sidewalk, shat- loss which intervened, or broke the casual ises protection .

One means to this end would be to issue

Rjsk management notes every policy with no endorsements If
some standard wording lS to be supersed-

ed, it should not appear in the finished
product-it should be superseded-re-
placed by the desired wording With mod-

Prepared by Warren, McVeigh & Assoc, ministrative costs of handling claims terms Most umbrellas s:111 have personal ern printing and reproduction processes,
(rarely quantified), cash flow (more im- inJury coverage subject to these restric- this is simply a mechanical matter StateSan Francisco, California

Deductibles portant now than ever) and other man- tions, so they are in this sense narrower laws requiring certain forms or wording
agernent factors than the prirnary For those of you with are not an insuperable stumbling block-

Do you present claims for insured losses this common type of umbrella policy, an and in extreme cases, the laws should be
more often than once in several years, Umbrella liability endorsement should be requested to the changed The cause is certainly a worthy

If so, your deductible may be too low This Without a doubt, the most important effect that umbrella coverage applles to one which should be supported by state
Beemingly radical statement will cause a pollcy in your portfolio is the umbrella, or any claim payable under primary con- Insurance commlssloners and Insurance
number of worthy people to shake their excess liability, policy. It is also, because it tracts consumers

heads and mutter -nice theory but im- lS so seldom involved in a claim, the most Policy language
practical" or "rate credits are not in line" neglected with respect to analytical evalu- One of the more ridiculous aspects of Aircraft liability
or something of the sort. There is, of ation of its terms Because there are no the insurance business is the haphazard With the Increased use of chartered and

course, much of a practical nature to sup- standard forms, each policy must be gone manner in which insurance companies leased aircraft by corporate executives,
port their negativism, but in a total risk over with the traditional fine-toothed throw their policies together Endorse- risk managers should carefully analyze
management context, they see only part of comb before acceptance Because this is ments are piled upon standard forms in a risk control policy with regard to this
the picture Actually, it'S not a radical not often done, you would be well advised wa> that makes lt absolutely 1-ncompre- exposure In addition to the obvious liabil-
statement at all because it is supported in to pull it off the shelf right now and read hensible to an intelhgent layman and of- ity exposure, a potential non-owned hull
theory by almost everyone it carefully, looking for restrictions of cov- ten difficult for a professional Yet insur- exposure should also be considered

It is a never-ending source of wonder, erage. Check the insuring agreement, the ers have the effrontery to request their Wording of contracts with aircraft les-
however, to read statements by insurance exclusions (question all but the war and polleyholders to "read their policies " This sors should be coordinated with your com-
managers to the effect that they don't nuclear exclusions) and the conditions If is in spite of the many court cases where pany's risk management program General
insure small losses, don't "trade dollars you don't hke some of the terms, check the Judges have, in effect, thrown up their corporate policy when leasing aircraft
with the underwriters," and insure only terms of other companies-and don't hesi- hands in hortr at the complexity and should include the risk manager's partici-
catastrophic losses-then to hear them go tate to pay more for the broader coverage ambiguity of it all and awarded the case pation Most aircraft lessors will lease
on to say they carry a $500 deductible or In the words of gurus Mehr and Hedges, to the policyholder The New Jersey su- with or without operators and/or mainte-
$5,000 deductible or something far out of "Don't risk a lot for a little." preme court even threw out a usually nance-needless to say, these options slg-
proportion to their loss-absorbing capabil- One important feature needed in an um- valid workmen's compensation exclusion nificantly involve risk treatment alterna-
ities It's as though they don't comprehend brella policy is that it be no more restric- in a homeowner's policy partly because it tives One of these alternatives concerns
the relation of words to reality This is tive than the primary policies-yet few was buried in a mass of policy language the wording of the lease contract itself-
not, of course, to imply that everyone umbrellas have this feature A good exam- Clarity and simplicity are not unattaina- who is responsible for losst' What kind of
should carry Jumbo deductibles No gen- ple of this need lies in "personal injury ble Some companies-Farmers and All- loss-i e, hull, third-party habillty or
eral statement is applicable to all situa- (libel, false arrest, etc ) coverage Primary state, for example-have made commend- passenger liability, Under what kind of
tions. But what the overly-insurance-ori- liability policies write this as an endorse- able moves in this direction, but much circumstances9 Because of a restrictive
ented should consider more carefully are ment to the main policy where lt has a remains to be done An insurance policy is aircraft insurance market, it may be less
the factors of loss prevention (psychologi- separate insuring agreement, using the an important legal document, which costly to place primary risk responsibihty
cal factors are primary), claims adjusting word offense instead of accident cr occur- should delineate the obligations of both on the lessor because of his market posi-
(company adjusters may be neither the renee It is therefore not sub]ect to the parties in a straightforward, understanda- tion Even if this is possible, a contingent
most competent or most objective), ad- restrictive definitions applicable to these ble manner exposure stlll exists
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Announcing the fringe benefits that make
a company look good to employees.

In 1939 it
didn'ttake
much talent

to make a corporation
look good to employees.
A dull name on a dull check was attractive.
But this is 1969 when American Corpora-
tions' most attractive features are hidden
incomes: the fringes.
And making employee benefit fringes at-
tractive takes talent.

Paid holidays, paid vacations, Group Hos-
pital Insurance and Group Life Insurance
don't dazzle anyone today. They're ex-
pected.
If a corporation wants its hidden incomes
to dazzle, they had better look more like

this: 24 hour Accidental Death. Long Term
Disability. Non-Contributory Group Life.
Policies that have been standards with us
for years.
We're CNA. And we're constantly working
on new fringes for companies. Fringes that
an employer contributes to only if he
chooses.

Payroll Deductible Fringes.
Attractive employee benefits that cost your
corporation little or nothing.
CNA has even developed new programs

1

like Auto and
Homeowners for

your employees. And
we will continue to develop

more. Lots more.

Talk to us about your hidden incomes. For
practically nothing, we'll help make you
attrgctive to your most important asset.
Your people.

Contact your agent. Or write to us.
We'll lower your whole cost of doing busi-
ness Again.

a>CNAlinsuranceservice
DEPT IWZ • 310 S MICHGIN AVE • CHCAGO. IL 60604 • CONTINENTAL CASUALlY CO.
AMERICIN CASUALTY COMPANY • NATIONAL FIRE INSURANCE COMPANY OF HARTFORD
TRANSCONTINENTAL INSURANCE COMPANY · TRANSPORTATION INSURANCE COMPANY
VALLEY FORGE INSURANCE COMPANY • VALLEY FORGE LIFE INSURANCE CO · ONA
INVESTOR SERVICES. INCORPORATED •CMAF/NANOwl CORPORATION



Oil firms' fire loss ratio dips in '68
WASHINGTON-The American

petroleum industry has repor-ed a
lower overall fire-loss ratio to in-

surable values in 1968 than in the

previous year.
A study by the American Pe-

troleum Institute based on the

fire experience record of 31 oil

companies, together with their
subsidiaries, concludes that for

the group as a whole overall ratio
to the fire losses decreased about

4% cents per $100 of insurable

values as compared with the 1967
loss ratio.

According to the report, the in-
surable value· of $12,050,646,527
reported for 1968 was 5.6% lower
than reported for the preceding
year, while reported fire losses
totaled $8,289,271, a decrease 6f
44.11% from the 1967 loss figure.
The fire-loss ratio for 1968 of 6.9

cents per $100 of insurable value
compares with 11.6 cents for the

previous year.

ALSO REPORTED to have de-

creased for the year were the

number of petroleum fires. In 1968
407 were reported, a decrease of
19% from 1967.

One of the biggest savings re-
ported by the industry was in the
fire-loss of oil stocks within refin-

eries. In 1967 there was an insur-

able value of $837,453,963 in oil
stocks with a 1css reported of
$1,191,551. Last year an insurable

value of $717,160,421 was reported
with only $9,241 lost from refin-
ery fires. The fire-loss ratio was
14.2 cents per $100 in the former,
while only .1 cents per $100 in the
latter.

However, oil fire losses were

%4
Some A

pitchers
throw

nothing
but
curves

A

greater last year than in 1967 in
which transportation was in-

volved. In 1967, for example, tank
truck fires totaled losses of $3,819
for $94,243,720 of valiation. Last
year losses totaled $124,464 for an
insured $88,529,480. The compari-
son represents a jump from .4
cents per $100 in 1967 to 14.1
cents per $100 in 1968.

Similarly, tankers and barges
sustained more fire losses in 1968

than they did in 1967. In the lat-
ter insured losses amounted to

$15,000, while in the former they
were $40,821.

Also showing substantial loss in-
creases were fires at pipeline sta-

tions. In 1967 $76,199 worth of
property was destroyed at these.
Last year that figure rose to
$249,262. m

..il

*You've heard the pitch -"highest new money rate"... lowest annuity rate
guarantee"..."highest interest rate guarantee." But when you're expecting
the straight pitch, you may see nothing but curves.
That's why Northwestern National's new "Balanced Package" Deposit Ad-
ministration Program scores with employers. It serves up a well-rounded
retirement program based on fundamentally sound values and outlooks. Bats
1.000 in compensating the pension broker, too.
Our Group Managers will be around to show you our balanced lineup. If you're
in a hurry to play ball, call (612) 372-5421 or write Darrel Walker, Manager,
Group Pension Sales. Our team throws everything straight!

A BALANCED PACKAGE

DEPOSIT ADMINISTRATION

PROGRAM  NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

BOX 20 • MINNEAPOLIS. MINNESOTA 55440

dates for buyers
Oct. 2-Twelfth annual insurance conference, Delaware Valley

Chapter, American Society of Insurance Management, Sheraton Hotel,
Philadelphia, Pa.

04 13-17, American Management Assn., Principles and practices
of insurance buying, American Management Assn. Bldg., 135 W. 50th
St., New York, N. Y.

Oct. 16-17, Council on Employee Benefits, New York Hilton Hotel,
New York, N. Y.

Oct. 17, Northern California Chapter of the Society of Chartered
Proper:y and Casualty Underwriters, All-industry day, Hilton Hotel,
San Francisco, Cal.

Oct. 20-22. American Management Assn, Modernizing the pension
plan, American Management Assn. Bldg., 135 W. 50th St., New
York N. Y.

Ocl,. 22-24, American Management Assn., Modernizing the group
insurance plan, American Management Assn. Bldg., 135 W. 50th St.,
New York, N. Y.

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

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

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

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

insurer sues Lockheed
DALLAS-The Transport In-

surance Co., compensation carrier
for Braniff International, has
filed a Federal suit against Lock-
heed Aircraft Co., claiming a 1968
plane crash near here that killed
85 persons was the result of
defective workmanship.

In essence, the suit attempts to
shift the blame for the crash to

the manufacturer, Lockheed. Ear-
lier a National Transportation

Board report cited pilot error as
the cause of the crash.

Although the airline is not a
party tc the suit, Braniff has em-
phatically disagreed with the
NTSB ruling, which contends that
a pilo:'s decision to fly into severe
weather after an air traffic con-

troller had warned against it led
to the crash near Dawson, Tex.

The insurance firm is demand-

ing payment of $46,597 as reim-
bursement for workmen's com-

pensa:kn claims it paid on four
Braniff employes who died in the
crash. The employes' beneficiaries
received average settlements of
$11,600. The company alleges that
a structural defect caused a wing
to fall off the Electra prop-jet,
resulting in the crash, and denies
that turbulence was a factor in

the failure of the wing.

IN ITS SUIT, the insurance
company has pointed out that, be-
fore the crash, similar wing de-

fects had been found in two other

Braniff planes purchased from
Lockheed. As a result, Lockheed
recalled all Electras and, after
testing, claimed that the structur-
al defect had been corrected,

However, Transport Insurance Co.
maintains that Lockheed "did not

properly remedy the original de-
sign defects... and by modifica-
tion which caused or alternatively
contributed to the crash. . . ."

Braniff, in the meantime, has
settled a claim by the family of at

least one passenger on the ill-fat-
ed flight from Houston to Dallas
May 3, 1968. The airline will pay

$285,000 to the widow and family
of a Dallas man. The suit, origi-
nally for $750,000, alleged the air-
line failed "to exercise the highest
degree of foresight" for its pas-
sengers.

In another suit involving Bran-
iff, an 80-year-old Missouri wid-
ow is suing the airline here for
$261,837.41, alleging she was
tossed from her seat during a
rough flight on a Braniff plane in
November, 1968.

Mrs. Minnie E. Smith of Kansas

City said she was thrown from
her seat when the airplane
lurched violently as it neared
Dallas. She has accused airline

employes of neglecting to adjust
her seat belt and providing her
with a defective belt. She said she
suffered various back injuries. •

hY
tie up
your cash?

'1

SELF INSURANCE frees up to 75% of your premiums
for reinvestment or working capital. Robert F. Coleman, Inc.
can advise you on this timely and vital method of insurance
pritection.

For consultation and complete service have your Insurance
Br,ker or Insurance Manager contact

ROIBERT F. COLEMAIV,
/43.

• Workmen's Compensation 0 Public Liability
• Accident Control Specialists since 1923

Send for our 6rochure.

120 East 23rd Street • New York, N. Y. 10010 • 212 777-4210
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Fireman' s Fund man 'isrit satishea

NEW YORK-"We're not at all

satisfied with the initial reaction

to products recall insurance" is
the word from one insurance man

here, who added that his company
[s also disturbed by the fact that

the New York insurance depart-
Tent has not yet approved this
type of coverage.

Ross C. Cowan, resident secre-
tary of the Fireman's Fund Amer-
ican in New York, made the
statement at a seminar on liability
problems sponsored by John Lin-

er Letter-Insurors Press and pre-
sented by Management Seminars

According to Mr. Cowan, who
has ridden herd on products recall
insurance since Fireman's Fund

began offering the coverage late
[n 1968, the coverage has not ex-
actly been selling like tickets to a
Mets game in September.

"COUNTRYWIDE I don't think

we've written a huridr@d of them,"
he told Business Insurance with the

look of a man who believes in

what he is selling but troubled by
the difficulty of convincing others.

Among those that Fireman's has
not yet convinced is the New
York state insurance department.
Others-in addition to Fireman's

Fund, at least three other major
insurance companies are writing
products recall in this country,
the Kemper Insurance Group, In-
surance Co. of North America and

Lloyd's-have also met with re-
sistance in New York.

"The New York department has
said it's an illegal coverage in that
it's not sufficiently similar to any
of the recognized forms of insur-
ance contained in the statutes,"
Mr. Cowan said.

"WE UNDERSTAND their posi-
tion is influenced by questioning
the theory of insuring expenses
incurred relative to one's own er-

rors. In other words," he ex-
plained, "the question is whether
or not you should be able to buy
insurance to cover expenses when
someone makes a mistake." Mr.

Cowan said he had met with offi-

cials in the insurance department
and had argued the point with
them.

"I asked about the guy who
leaves a safe door opened and is
burglarized? Is it illegal for him
to have insurance to cover the

mistake and ensuing burglary?
"I didn't get anywhere with the

argument," Mr. Cowan shrugged.
Although Fireman's Fund has

written close to 100 products with-
drawal policies to date, claims ex-
perience "was virtually nil until
the other day," Mr. Cowan said.
He cited a Fireman's Fund policy-
holder who was told by the Food
& Drug Administration to get a
product off the market because of
a danger in its use.

"HE DIDN'T WANT to comply
with the order at first, but even-
tually started to comply. The guy
had all sorts of trouble finding
where his stuff was put," Mr. Co-
wan said.

Although Mr. Cowan seemed to
be of the mind that not enough

manufacturers are seeking prod-
ucts withdrawal insurance, at
least one other speaker at the
seminar cited difficulties in ob-

taining the coverage.
Thomas Cath, executive vp of

Illinois R. B. Jones, a Chicago
broker, said:

"It's extremely difficult cover-
age to market. There is a limited
market for products recall insur-
ance and the markets are very
selective in what they underwrite.
It's like the old banker's story-'if
you don't need money, it's easy to

get it; if you do need it, you can't
get it:

"I CAN'T REALLY blame in-

surance companies today," Mr.
Cath went on. "It seems there is a

definite lack of pride in work-

manship on the part of manufac-
turers today. Quantity is becom-
ing more important than quality.
"But," he added, "this will change
with so many advocates for
greater consumer protection-
Ralph Nader proved this point-
and the government ready to
pounce on those who don't give
the public the greatest possible

protection from products they
buy."

The Fireman's Fund recall poli-
cy, Mr. Cowan explained, covers

the insured when either he .or a

proper governnnent agency deter-

mines a product to be dangerous,
requiring its withdrawal. The lan-
guage of the policy is rather
broad in its determination of who

may decide to withdraw a product
and might even make it possible
for a manufacturer to take some-
thing off the market simply be-
cause it wasn't selling, Mr. Cowan
admitted. However, he finds it
unlikely that an insured would do
this.

Mr. Cowan further explained
that Fireman's Fund had turned
down at least 17 applications for
recall insurance, but that most of

these were because the applying
manufacturers had no effective

plan for withdrawal of an item.

WE'RE

SO WHAT

Only one, he said, was rejected
because it was considered a poor
risk.

AN EFFECTIVE withdrawal

plan is very important to the con-
ditions of a policy, he said.
"We've asked this question on

many applications and found very
few had anything that could be
called a plan. One very large
manufacturer said it had no with-

drawal plan because it had no
prior incident requiring recall. I
hope they don't have the same
philosophy in their plant safety
program," Mr. Cowan said.

"Naturally," he added, "a ready
plan would speed the procedure
for more complete and faster re-

call. It would also keep the costs
down because a makeshift last

minute method will surely be
more costly." His company, and
others, Mr. Cowan said, gives pol-
icyholders premium credit if a
good plan exists.

& ortieth anniversaries are some-

thing to shout about when you have

nothing else to say. That's why we

belittle ours. We've been insuring

planes since the beginning of com-
mercial aviation and we've learned

how to deliver extra values at com-

petitive prices. Some of the values

stem from our pioneer spirit which
we have never lost - others from

our extensive underwriting knowl-

edge. Equally important are the

service improvements made as a

result of operating experience.

With this background, we know

you won't find an aviation under-
writer with more know-how to

take care of your clients. That's

why we "so what" our birthday -
we're more interested in the 40

years ahead and helping you with

your aviation problems.

ASSOCIATED
AVIATION

UNDERWRITERS

90 JOHN STREET, NEW YORK, N.Y. 10038

The Fireman's Fund recall poli-
cy essentially covers costs re-
quired to keep dangerous prod-
ucts from injuring people. Such
costs, Mr. Cowan explained, in-
clude expenses for communicating
recall notices and special destruc-
tion costs if destroying an item is
required. Coverage, however, ap-
plies only to errors and omissions
on the part of the manufacturer.

It does not apply to a product
which was "improperly conceived
or formulated" and it specifically
excludes deterioration of chemical
structure unless it results from
error or omission.

THE COST OF products recall
insurance varies greatly, Mr.
Cowan noted. "It is an expense
coverage linked to a liability
cause, so we use products liability
rates as a base and modify them

by individual expense exposures,"
he added. . •
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Lloyd' s drops small cover for Pill
NEW YORK-The Upjohn Co.,

a Kalamazoo, Mich., pharmaceuti-
cal firm that manufactures an

oral contraceptive, has had a small
part of its excess insurance cover
dropped by a Lloyd's syndicate as

a result of a suit filed by a woman
here who claimed use of "the Pill"

caused her to suffer a stroke.

The day after a story hit the
daily newspapers that a Bronx
woman had filed for $4.5 million
in damages, Upjohn was notified
by the Lloyd's syndicate that it
was dropping its relatively small
portion of Upjohn's excess cover as
of November, a source close to the

drug company told Business In-
surance.

Upjohn carries $2 million in
primary coverage and "shoots for
$100 million" in excess. The latter
is written in five layers. The
Lloyd's syndicate covers $200,000

in the first layer and $800,000

in the second. It is that amount

Upj ohn must replace by Novem-

ber and, according to the source,
its brokers (Marsh & MeLennan)
are currently "working their tails
off" trying to get it.

Other Lloyd's syndicates con-
tinue to participate in a major
way on Upjohn's excess coverage
and are represented on every lay-
er, it was learned.

THE PROBLEM of shrinking
capacity is not unique to the
pharmaceutical industry, of course,
although several in the business
will argue that they have had
more than their share of trouble

getting coverage. The Upjohn sit-
uation, however, is believed to be
the first instance where an insurer

has dropped coverage as a result of
a specific claim involving the Pill.

"I don't understand their

(Lloyd's) thinking, dropping cov-
erage the day after the story in

the press when no nnedical facts
supporting the claim have been
submitted. One wonders whether

or not sorne Lloyd's syndicates are
looking for an excuse to beg off
pharmaceutical coverage " an ob-
server complained.

Others questioned in the field
have noted a sharp decline of par-
ticipation on the part of Lloyd's in
pharmaceutical coverage

A SOURCE AT Eli Lilly & Co.,
Indianapolis, another major drug
llc,use, spoke of the shrinkage in
capacity.

"We don't have the limits today
we had three years ago," he said.
«A.3 contracts have come up there
have be€n cutbacks. In July of
1568, for example, our $100 mil-
lion umbrella policy came up for
renewal. Most of it," he added,
"was placed with Lloyd's. We're
now at $75 million or $80 million.
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and most of the cutbacks have

been from underwriters at Lloyd's.
„ We've also been led to believe

from brokers that we're going to
see a lot more reductions from

Lloyd's. Capacity may even go as
low as $10 million. We're hearing
this from people like Marsh &
McLennan," he added.

A SPOKESMAN at Charles

Pfizer & Co. in New York said

that the Upjohn experience was
the first cancellation in the indus-

try he had heard of as a direct

result of a "Pill" claim against a
drug company.

"We have no evidence of losing
insurance because of a claims in-

cidence," he said. "The whole in-

surance industry is suffering from
such a lack of capacity that it's

difficult to hold any insurance to-
gether."

Air crash...
Continued from page 1
sures through La Provencial Insur-
ance Co. in Mexico City. La Pro-
vencial reinsures throughout the
world.

ACCORDING to the Mexicana
airlines insurance broker in New

York, who was reluctant to be
identified, Lloyd's is involved. He
declined to say how heavily, but

said the "risk was spread through-
out the world insurance market
in the traditional method." USAIG

insures part of the hull but sources
at the aviation insurance company
said they believed they were in-

volved only "in a very minor way."
The Boeing 727 was enroute

from Chicago to Mexico City when
the crash occurred. Onboard were
60 American members of a vaca-

tion group from the Chicago area.
At least two aviation insurance

sources in New York said it was

safe to assume that the Montreal

agreement will apply to American
pasengers on the plane. The agree-

ment limits liability to $75,000
per seat.

The small plane that collided
with Allegheny DC-9 near India-
napolis was a single-engine Piper
Cherokee, registered to the Brook-
side Air Service at McCordsville,
Ind. According to informed air-
line sources, Brookside Air Service

had liability insurance coverage of
$100,000/$300,000. •
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Capacity . . .
Continued from page 1
go holding company-said, "While it
is a big industry question, it hasn't
hit me personally as yet." He ex-
plained that the problem for many
buyers of insurance is simply ac-
quiring an underwriter for high-
risk situations.

Objecting to the lack of selee-
tive underwriting by Lloyd's and
general classifications of what in-

dustries are good risks and what
ones aren't, another risk manager
charged that "logic at Lloyd's
seems almost not to exist."

THE INSURANCE manager of
another conglomerate said he too
was bewildered at what is going
on at Lloyd's. While negotiating
several layers of a general liabili-
ty coverage, he said, he was told

that premiums for the upper lim-
its of the liability layers would
cost more than the lower layers.

"It stands to reason," he said,
!that the farther removed an un-

derwriter is from the initial layer,
the less risk he is taking."

But, the insurance managei
complained, the Lloyd's under-
writer wouldn't listen. "He told
me that's what it is: Take it or

leave it," he said.
The insurance manager con-

tended that increasing the rates
on the third of fourth layer of the
coverage might have been justi-
fied if the risk were one that
could result in a total loss. "But

that isn't the case," he added.
Another corporate insurance

buyer held that Lloyd's has suf-
fered a series of huge losses
caused by single disasters-oil

slicks, hurricanes, and riots. While
these have happened, sophisticat-
ed risk managers have driven
gremiums down to such an extent
that the London market can no

longer sustain castastrophes, he
said.

This factor, coupled with the
ever-increasing size of the risks,
has put the Lloyd's market into a
downward tailspin.

However, the corporate execu-
tive contended, Lloyd's should be
able to sustain a certain amount

of the losses it has incurred. Be-

cause there have been so many of
them recently that have been so
costly, the market is bound to
swing back and become more
profitable for Lloyd's underwrit-
ers, he concluded.

are some

risk managers
better

managers?

We think so. These are the managers who are constantly
improving their company program... simplifying...
innovating... obtaining more real protection, yet doing it
economically.

The formula of success for many of these alert insurance I
managers has included an objective study by Corporate
Policyholders Counsel, Inc. We aren't a market, nor are ,

I we producers. We are a group of professional insurance 1
specialists who are well qualified to augment a company

| insurance staff... provide recommendations on questions
that relate to insurance... and to see thatthese approved

 recommendations are successfully carried out.Is it possible we could help you achieve better insurance
management? Let's talk it over. Corporate Policyholders
Counsel, Inc., 20 N. Wacker Drive, Chicago 60606, Phone
Area 312/FR 2-8225. Send for Brochure CP-68
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CHICAGO--Store and district

managers for the Walgreen Co.
find that their bonus checks grow
and shrink according to the cost
of accidents and number of fire
hazards in stores under their su-

pervision.
The incentive system is part of

a complex insurance-loss preven-
tion setup that underlies Walgreen's
basically uncomplicated risk man-
agement philosophy.

"What we've tried to do is limit

the amount of money (premiums,
deductibles and losses) that can
be charged against the operations
each year," Ed Nilsson, super-
visor of insurance and finance for

Walgreen Co., told Business In-
surance.

The company accomplishes that
objective by relying heavily on a
comprehensive loss prevention
program that, in addition to giv-
ing store and district managers
incentives to perform properly,
includes at least one annual

inspection by a casualty loss-con-
trol specialist and at least two fire
safety inspections of every Wal-
green location by an independent
engineering firm. The results are
that the company knows, gener-
ally and technically, what is going
on at each location.

IN ALL, Walgreen Co. operates

576 outlets for drugs, food and
department store goods. Besides
the famous Walgreen drug stores,
the company operates 16 Globe
self-service department stores, sev-
eral Super Centers (each with 20,-
000 square feet to 35,000 square
feet of floor space) and five Dan-
burg junior department stores. The
company is also into two rela-
tively new ventures: Corky's
drive-ins and Robin Hood restau-

rants. For the 12 months ended

June 30, sales totaled $661 million.
The chain store operation also

has some 2,000 independently-
owned agency outlets, which re-
tail Walgreen products.

For general liability (including
dram shop coverage in Illinois),
workmen's compensation and auto
insurance, the Walgreen Co. has
arranged a retrospective rating
plan through Johnson & Higgins
with Aetna Life & Casualty Co.

When you need
professional

appraisal serviee
for corporcition fincinee
Appraisals for property ledger
records... depreciation and
obsolescence studies... fixed

asset accounts... intangible
property valuations... contin-
uous and up-to-date property
records.

And you can rely on Lloyd-
Thomas appraisals for prop-
erty insurance valuation and
proof-of-loss.

For informative booklet

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

industria/ IW=111'mrl

cornrnir;tutional 
TE]E

1,]LOW/NTE©MAS
Recognized approisol authorities CO•

4411 Rovenswood Ave., Chicago, 111. 60640
Regiesentotives coast to coast

Ed Nilsson

The plan provides a total of
$500,000 coverage with a substan-
tial self-retention factor. An um-

brella cover over that first layer
provides excess limits.

To explain why Walgreen Co.
operates under a retrospective
rating plan, Mr. Nilsson simply

said, "Our loss experience is that
much better." A computer tab
print-out of what type of claim

and at which location, in addition
to safety violations observed dur-
ing engineering inspections, keeps
Walgreen's risk experience "that
much better."

The premium paid to Aetna
represents retrospective losses un-
der the liability, workmen's com-
pensation and auto insurance pack-
age plus all service charges. In
other words, claims, plus Aetna's

cost of handling, providing inspec-
tions and other services, plus taxes
and profit, make up the premium.
When the contract comes up for
renewal, the override costs are ne-

gotiated, Mr. Nilsson said.

Here's how to tie together
your International Risk Problems

3
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If One Company Can Serve You Best Both Here And Abroad, Doesn't It
Make Sense To Consolidate All Coverages-Domestic And Foreign-There?

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

CHUBB & SON INC. UNDERWRITERS
Subsidiary of The Chubb Corporation, 30 John Street, New York, N.Y. 10038

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

THUMBING through the most

recent settled and pending claims
print-out, the Walgreen executive
pointed out how one store had
probably not performed as well as

desired in keeping aisles clear.
There were two workmen's com-

pensation claims caused by trip-
ping.

Mr. Nilsson said that the store

manager, his district manager and
Walgreen's loss prevention depart-
ment were aware of the problem
and that undoubtedly corrective
action was being taken.

The store manager involved in
the two compensable tripping
claims will probably work hardest
to correct the problem. One factor
that will determine the amount of

his annual bonus is the amount of

claims charged against his store's
operation. Likewise, his immedi-

t

ate supervisor, the district man-
ager, will also want to eliminate
the hazards. The amount of claims

charged against his district partly
determines the size of his bonus

check.

And naturally Walgreen Co.

wants to eliminate the hazards,
because the company will eventu-
ally be charged for the accidents.
"Ultimately," Mr. Nilsson said,
"you're going to pay for your

losses. Therefore, we try to pre-
vent losses, which reduces costs."

BESIDES AETNA engineers
performing at least one inspection a
year, Schirmer Engineering Corp.,
a Niles, Illinois, loss prevention
firm, inspects each Walgreen loca-
tion twice a year and reports on

the fire prevention and safety pro-
Continued on page 33



statutory loss, however, of $18 3 million is the holding company for Re-

financial briefs milion, according to the company Maine's premium volume for serve Insurance Co and five

Investment income for the period the first six months of 1969 to- other related subsidiaries
totaled $13 6 million taled $2 6 million, an increase of The same holding company ear-

On an actual market value ba- $ 6 milhon for the comparable pe- lier made public that advances
sis, its $866 7 million in assets re- riod a J ear earlier over last year's first half were

Lincoln National gives flected a decrease of $6 4 million, LISCO is an insurance holding registered in both underwriting

and surplus to policyholders, at and management company with profits and investment income
$2328 million, showed a decrease subsidiaries licensed in 22 states Net income for the first half of

quarterly dividends of $48 8 million Principal subsidiaries, besides 1969 was $1 4 million, or $1 26 per

President H Clay Johnson stat. R(laine Insurance Co., are Maine shaie, compared with 91¢ per
ed that results continued to be National Life Insurance Co and share in the 1968 period The ad-

FORT WAYNE, Ind - A quart- York, and n€ads 22 AEP subsidi- adversely affected by inflation New York National Insurance Co vance came despite an increase m
erly dividend of 45¢ per share on aries

but that there was an improve- the average number of shares for
common stock of Linco.n Nat-onal William M Smish, senior vp of *

ment of nearly three points in the the period and a change in the
Corp was announced by Henry F Lincoln Na:ional Life, was named

loss ratio as compared with last method of calculating per-share
Rood, chairman of the board of to its board.

year
AMERICAN RESERVE Corp , figures, which resulted m more

directors od the corporation and Chicago, declared a regular shares being included in the cal-
the Lmcolr- National Life Insur- X

quarterly cash dividend of 10¢ per culation
ance Co A 75¢ per-share dividend

***

share to shareholders of record as Investment income before taxes
on the $3 cumulative convertible AN INCREASE in premiums of Sept 8, 1969 The corporation increased 22 9%, or $998,426 .

preferred stock, Series A, 01 the wri:ten for the first six months of THE ASSETS of Mame Insur-

corporation w111 also be paid 1969 was announced by Royal- ance Co, largest subsidiary of
Donald C Cook was elected to Glooe Cos, New York The $2465 Life Insurance Securities Corp SPEAKING ON behalf of insur-

the board of Lincoln Nat_onal million in premiums w-itten was (LISCO), Portland, Me, reached Work comp ance companies and self-insurers
...

Corp. He is president and chief an increase of $156 million over a record $41 milhon in the first at the conference were Andrew

executive officer of American the same period 1-1 19E8 Under- six months of 1969 Assets for the Kalmykow, counsel for the Assn

Electric Power Co Inc, New writing operations resulted in a same period in 1968 were $33 Continued from page 6 of Casualty and Surety Compa-
nies, James S Sickles, workmen's

is not perfect However, great compensation specialist for the
strides have been made and are

American Mutual Insurance Alli-
continually being made in most ance, and James Regan, secretary
states Uniformity for its own sake of the National Council of State
is childish," Mr Dahl said "Just Self-Insurers
because someone does not under-

Mr Kalmykow argued that the

Symbol
stand in New York what the law „

picture pamted by the Federal
is in Iowa doesn't mean that the

officials was not all that dark
laws are bad "

"So far this year, 31 states have
increased their benefits substan-

BUT MR. DAHL conceded, de- tially," he said "Sixteen states

of security spite the strides being taken even improved theirs last year In less
greater haste is needed than two years," he said, "47 states

"Federal takeover is imminent," have increased workmen's com-

he said "It can certainly happen pensation benefits susbstantially

It's called a firemark. This one on Z in the next several years if the I don't see how we can say the
I 2 state legislatures don't upgrade states aren't doing anything about

Philadelphia's Independence Hall, told 4 and improve their standards " He reforms Further increases 17
the old company-operated fire f called upon business and industry some states are desirable," he

brigades that we insured it to prod their state legislatures to added, "but certainly progress is
make improvements to avoid Fed- being made

Today, the familiar Reliance hose-and-
eral intervention "It's up to you The key to the whole question,
who pay the bill to see that your however, lS Stlll whether the

hydrant still identifies the best in state legislatures do this," he said states are acting quickly enough

property, casualty ansi life insurance In addition, he added that his as- to avoid Federalization of the sys-
sociation is working to promote tem Of this there was considera-

Get to know us We'te the people reforms and will shortly recom- ble doubt expressed by both pan-
with the firemark. mend priorities as to what states elists and those who attended the

need reforms the most conference, which was sponsored
"Some courageous workmen's by the Commerce & Industry

compensation administrators have Assn Institute
already strongly advocated re- "What it all bolls down to," one

Mr Dahl said "I say courageous Insurance, "is that the state legis-
forms where they are necessary," insurance executive told Business

because sonne of thern are no latures are impervious to law

- longer working there " In refer- making in this area They are re-
ring to any lag on the part of luctant to discourage Industry
insurers and employers he said from coming to their states be-
that he "doesn't know if there's cause of broader and more expen-
not so much opposition as there is sive workmen's compensation
inertia laws "
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Continued from page 33

grams observed.

All Walgreen warehouses,
are sprinklered, as are 25% of the
drug stores. According to Mr. Nils-
son, these store and warehouse

risks are considered superior and
are insured with substantial deduc-

tibles.

The unsprinklered Walgreen
drug stores present a much

greater risk, and following proper
fire prevention rules is therefore
a requisite.

In each of the unsprinklered drug
stores, Mr. Nilsson said, there are

at least two sprinkler heads-one
inside and another just outside-

the refuse disposal room of the
store. These are connected to the

domestic water supply. The small
expenditure involved in making
such installations has prevented
many burnouts, according to Mr.
Nilsson.

ENFORCING all fire preven-
tion rules is accomplished in the
same way that public liability and
workmen's compensation claims
are controlled, Each store that vi-

olates rules get demerits, which in
effect reduce the store and dis-

trict managers' annual bonuses.
Mr. Nilsson explained that all

newly constructed Walgreen stores

have sprinkler systems built into
them. The cost of sprinklering new
buildings runs about $40 per 100
square feet.

To install sprinklers in the
Walgreen stores that do not now
have such systems would cost at
least $75 per 100 square feet. "It's
impossible to justify this cost in
terms of insurance premium sav-
ings," the supervisor of insurance
and finance said.

Therefore, Walgreen Co. has ar-
ranged an annual aggregate stop-

loss policy for unsprinklered loca-
tions.

THE ANNUAL aggregate stop-

loss, according to Mr. Nilsson,
works this way: Walgreen Co. al-
ways has a $5,000 deductible per
occurrence. When a loss is suf-

fered, the amount in excess of
$5,000 is added to any other losses
that have been incurred during
the year until the annual aggre-
gate loss total is reached.

At that point, insurance re-
sponds and Walgreen is covered
for all unsprinklered locations.
However, there is always the
$5,000 self-retained portion for

United Fruit

hit by
Francelia

BOSTON-United Fruit Co. has

suffered lossess "in excess of $1
million" in its Honduras division

as a result of damage from -Hurri-
cane Francelia, Business Insurance
has learned.

"It's very premature to assess the
total damage, including the loss to
banana crops," a United Fruit
spokesman said, adding that it will
be several months before banana

production from the division is re-
stored to normal. About 25% of the

bananas grown by United Fruit
come from Honduras.

The crops themselves, the spokes-

man explained, are self-insured by
United Fruit, with some of the loss

being absorbed by an operating
fund.

"As far as the property is con-
cerned, we are in fairly good
shape," he added. "We have a
blanket all-risk policy with an an-
nual aggregate deductible which
had been exceeded by a warehouse

fire in California earlier this year,"
he said. •

each loss, but any deductible over
$5,000 suffered at a superior risk
-a location that is fully sprin-
klered-also applies to the annual
aggregate loss.

In addition, Walgreen Co. also
has placed difference of, condi-
tions insurance coverage on all
locations, superior risk as well as
ordinary risk.

OTHER LOSS prevention mea-
sures taken by Walgreen include
alarm systems. Heat detectors are
used in some unsprinklered build-
ings to promptly notify local fire
departments of possible fires in
progress.

In addition, Mr. Nilsson said,
Walgreen is now using a tele-
phone transmission system that
alerts fire and police departments
of possible blazes or thefts.

Depending upon the problem,
the phone devices dial and send
five messages. If there is a theft
in progress, the police receive
three recorded messages that give

the location of the store and the

warning that something unusual
is going on. The two other prere-
corded messages can be directed
to the store manager or the dis-
trict manager. A similar system is
installed in some sprinklered 10-
cations to monitor control valves

and water-flow in the system.
Walgreen Co. also has central

station systems installed in some

areas. Mr. Nilsson said, "Such
systems provide the ultimate in

protection, but they are expen-
sive."

When a fire or other loss does
occur, all efforts are made to get
the location back into operation as
quickly as possible. Damaged mer-
chandise is removed and sent to

salvage; the store is re-fixtured
where necessary and re-stocked. A
trained crew is immediately avail-
able for such emergencies.

Walgreen's goal, Mr. Nilsson
concluded, is to prevent losses,
but if they occur, minimize the
losses. •

I.

1,11

Sprinklered drug stores present no insurance problem to Walgreen Co.,
but unsprinklered drug stores call for strict fire prevention rules and an
aggregate stop loss fire insurance arrangement-an arrangement
whereby after a standard deductible of $5,000, each unsprinklered
loss is added to previous unsprinklered losses until the aggregate loss
figure for the year is reached.

Our Hearest Off8©e Ds

238=857 Miles Away
That is, of course, if you're on the moon.
From most places on earth, you can reach
us in minutes.

We've been going to new places and pio-
neering new ideas in risk management for
70 years. Our specialty is developing better

ways to protect assets and profits, arrd pro-
vide benefits for people, soundly and eco-
nomically-anywhere.

We' re not going to the moon but if you plan
to go, call A&A first.

ALEXANDER & ALEXANDER
INCORPORATED

INSURANCE BROKERS

Consulting Actuaries Average Adjusters
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ACTUARIES

MILLER, MASON & DICKENSON, INC.
Consultants and Actuaries

PHILADELPHIA:

21 E. School House Lane
NEW YORK: 66 Park Avenue

215-849-3700 or 212-689-8832

E. PAUL BARNHART, F.S.A.
Consulting Actuary

130 So. Bemiston Ave., Suite 400

St. Louis, Mo. 63105

Telephone: 314-727-8894

HUGGINS & COMPANY, INC.
Consulting Actuaries

1401 Walnut Street

Philadelphia, Pa. 19102
215-665-1401
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3 M safety ...
Continued frem page 3

"Nevertheless", said iVIr. Dyball,
"if a member doesn't know bears

about fire fighting techniques the

training we Eive him will make
him a pretty good fire fighter."

A TYPICAL three-day course

covers proper use and handling of
sprinklers, basic fire characteris-
ties, methods of extinguishing a
fire, care and use of fire hose,
coordination with the Zire depan-
ments, pre-fire planning, medical

aspects of emergencies and evacu-
ation. These topics are covered
through lectures, de-nonstraticn
and visual ails. The 37 medical

department cooperates by present-
ing sections dealing wish medica
emergencies.

Members of the safezy engineer-
ing department alternately conduct
the course in St. Paul from April
to September·

However, ":raining doesn't end
wish the classroom:" Mr. Dyball
sa.1. '-We take the men oat to our

fire training gr.·unds and actually
gus them through the real fire
fignting situat.ons, which make
them quickly realize the serious-
ness of this business. We build the

fires and they put them cut. '
The men are s€n: into a burn-

ing building wnere the smoke to-
tally obscures vis.bility, which
means they must feel their way
around in an attemptto rescue
Berth3, a burls-p bag. This prac-

tice gives the men an idea of how
to use the self-ccn-aned k reath-

ing apparatus and the ccrrezt pro-
c€dure for rescuing a body from a

burnir_g building.

FIEST AND firemost in any

ernergency situation is' to make
sure that all personnel are out
and accounted for. Each plant has
designated a procedure for evacu-
ation followed by I 011 call to ac-
count for all per:cnnel.

Once these men have experi-
enced the effects of feeling their
way around a hot burning build-
ing, they realize the necessity for
fast actions with a clear head.

They come out of that practice
run looking like chimney sweep-
ers, covered with soot from head
to toe and with much more seri-

.ousness in their expressions.
During the practice sessions,

each man has an oppcrtunity to
work with a fire hose and feel

the pressure and thrust produced.
'Ihis gives the trainees an idea of
how to handle the hoses and how

to get maximum control in ex-
tinguishing a fire.

There's also demonstration and

use of high expansion foam. 'Ihis
fcam, which is comparable to a

detergent, suffocates a fire by fill-
ing an area with millions of small
air bubbles. However, because of
its low water content, the foam
usually won't cause much damage
to the area or any stock in it.

ANOTHER NEW product on

Il-EE'

Managed by United States .Aviation Underwriters, Inc.,110 William St.·eet, New Yo-k N. Y. "0038 / Head o- Or.il e *1 righ- made especiay fer USAIG by sculptor Jack Gregory

the market is "Light Water"
brand concentrate. This is a syn-
thetic film forming concentrate
for flammable fuel fire preven-
tion and extinguishment. The
product generates a white, non-
toxic foam "with a remarkable se-

curing action, which prevents re-
flash of the fuel even when the

foam blanket is ruptured," Mr.
Anderson explained.

The securing characteristic of
"Light Water" was remarkably
demonstrated when several 3M

employes tried, and without much
success, to reignite a fire in a
large tank fueled with gasoline.

After a couple days of such
training, the squad captains and
lieutenants can handle j ust about
any situation that may arise, Mr.
Dyball said. The training 3M em-
ployes receive makes them much
more safety conscious and more
aware of fire prevention.

During the training program,
one fact is repeated a thousand
times: Work in teams. Decide who

does what, such as sending alarms,
getting portable extinguishers
working, etc.

ALL RESCUE situations at 3M

installations are to be made in

pairs. Two men make the rescue
and remain tegether at all times.

One employe back for his third
training session acknowledged
that he wanted to refresh his fire

fighting ability but added that
"it's nice to say we haven't had to
put our training to use very of-
ten."

3M's program has not only paid
off company-wide but also in the
home. "What we teach our em-

ployes applies to the home as well
as the plant," Mr. Anderson said.

Although there's no deliberately
organized off-the-j ob fire safety
program, what 3M employes learn
goes everywhere with them. They
become nnuch rnore fire safety
conscious in the home as well as

on-the-job.

"And they can keep their head
better in an emergency situation,"
Mr. Anderson added. •

Foam system
gets tryout at
food stores

OKLAHOMA CITY-The first

area-wide installation of a new

fire detection and fire-fighting sys-
tem that utilizes foam is under

way here and expected to be oper-
ational this week.

Developed by the Los Angeles-
based Loss Prevention Systems

Inc., a subsidiary of Great Repub-
lie Corp. in Dallas, the systems
are being installed in 17 affiliated
food stores throughout the state.

In test demonstrations, the
foam generating system complete-
ly filled the test areas with
blaze-smothering and srnoke-

trapping foam within 90 seconds
after initial combustion detection,
a LPS spokesman said.

TRIGGERED BY a sensor that

detects the presence of combus-
tion, the system also alerts-by
telephone-fire and police depart-
ments, insurance personnel and
store management. Each. combus-

tion-detecting sensor can monitor
up to 3,000 square feet of floor
space.

In the tests, food and fixtures
in the trial areas were spared ex-
tensive water and smoke damage,
the spokesman said. Shelved

goods suffered virtually no dam-
age and were only slightly damp
following complete submersion in
foam. Clothing, as well as furni-
ture in the building, was un-
harmed by the stainless, non-tox-
ic foam, he said. •



66 This $300 suit is going
to cost this hotel $300,000

beforeI'mthrough."
When a guest makes noises like that, you don't need an

insurance policy. You need an insurance company. And, preferably,
one with guts.

Consolidated is known as one of the tough, no-nonsense
companies. But with a difference. We've got guts enough to relax
and try a little tact.

For instance, our fashionable friend, here, became our
fast friend when presented with a generous gift certifcate from
an exclusive haberdashery.

So you'll find that getting everybody-including
outspoken claimants off the hook is usually our
approach to claims. And keeping everybody-including *
hotel engineering departments on their toes is our
approach to accident control.

A lot of the latter keeps us in fighting trim for the
former. And a lot of both keeps our loss ratios low.

Which means we're one of the few property and
casualty companies around with guts enough to
take you on even if your premiums turn out to
be peanuts.

We can afford to be a little generous.

But we'd rather you didn't spread it around.
It just might ruin our hard-nosed reputation.

345 Adams Street, Brooklyn, New York 
Whenyou needacompany. Not just apolicF
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business insurance
fom a

stranger?

tzil Certainly not.
You've got to talk to a man

to know how he thinks, before you
can trust him to think in your behalf.

That's why we'd like the chance
to sit down and talk over your business
insurance needs face to face.

One thing sure.You'll hear a new idea or two.
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.
Call us, won't you ?

Allste®
BUSINESS INSURANCE

Allstate Insurance Company


