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Washington, D.C., was a fitting venue for risk and employee benefits managers to examine legislative issues
during the 26th annual Risk & Insurance Management Society conference last week. Reports on benefit
sessions begin on page 3. Reports on risk management sessions begin on page 38 and will continue next week.

AnNtitrust suit

Litigation puts focus on

The Risk & Insurance Afanagement Society Inc. last week
issued the foltowing response to the massive antitrust liti-
gation filed against the property/casualty insurance indus-
try by eight state attorneys general last month in U.S.
District Court in San Francisco:

In late March, eight attorneys general filed an antitrust
suit against a number of insurers and reinsurers, trade as-
sociations and brokers.

Regardless of the eventual outcome of the suit, the litiga-
tion will raise public policy questions of great importance
to the membership of RIMS.

It is these public policy issues, and not the merits of the
allegations, that RIMS addresses.

There are individuals who see the filing of this suit as an
opportunity to undermine necessary civil justice reform. To
those individuals RIMS unequivocally states that the prob-
lems of our present tort system-inequity, unpredictability
and huge transaction costs-exist regardless of the conduct
of the insurance industry.

We urge our state and federal legislators not to permit the
filing of this suit to thwart tort reform initiatives.

There are other groups which will attempt to use the fil-
ing to modify or repeal the McCarran-Ferguson Act. To
such groups RIMS suggests that repealing or modifying this
act would not have prevented the last- market crunch and
will not moderate future market cycles.

On the other hand, RIMS recognizes that Congress gave
insurance companies a limited antitrust exemption under
the act to develop common policy forms so that the public
good would be served. As risk managers and consumers we
are acutely aware that common coverage policy forms pro-
vide benchmarks that enable insurance buyers and regula-

Court ruling could widen
reach of OSHA investigators
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state regulations: RIMS

tors to compare coverage among insurers.

Without such forms, securing excess and umbrella liabil-
ity coverage would be exceedingly difficult. A wide variety
of forms would produce more litigation, more conflicting
judicial interpretations and lead to more confusion in the
marketplace.

However, we also recognized, long before this suit was
filed, that the development of these common forms is
largely controlled by an organization totally funded by the
insurance industry. The policy formm development process
must not be allowed to deteriorate into a one-way street
where coverages are narrowed and required to be bought
back in the form of expensive endorsements. Strict state
regulatory scrutiny of common policy formm development
and filing is an absolutely essential counterbalance to en-
sure the public good is being served.

For example, due to the efforts of several state regulators,
the National Assn. of Insurance Commissioners succeeded
in moderating some of the anti-consumer features of ISO's
(The Insurance Services Office's) initial claims-made com-
mercial general liability (CGL) form filings.

RIMS believes that any public debate surrounding the
filing of this suit would most productively be directed to-
ward enhancing state regulatory scrutiny in the develop-
ment and approval of common policy forms.

Our state insurance departments must be properly funded
to provide meaningful scrutiny and to adequately monitor
the solvency of insurance companies. As risk managers and
citizens we must convince our state governments that a sig-
nificant portion of the millions of dollars in premium taxes
we pay should go toward funding insurance departments so
they can do their jobs effectively.

Illinois moves to liquidate

two unauthorized insurers
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Outhwaite to pay $49.3 million

to settle with Lloyd's syndicate

LONDON-LIoyd's of London un-
derwriter Richard Outhwaite will pay
$49.3 million to settle a dispute con-
cerning runoff reinsurance ceded by fel-
low Lloyd's underwriter David Beau-

mont.

In return, Mr. Beaumont will re-as-
sume all future liabilities stemming
from the business reinsured by Mr.
Outhwaite's syndicate.

The sum covers "more than $40 mil-

lion of reported losses,” plus some in-
Continued on nezt page

Mentor suit

may be tried
iINn Bermuda

By ROGER SCOTTON

NEVV ORLEANS-The massive fraud lawsuit filed
against the parent and officers of the failed Mentor Insur-
ance Ltd. by Mentor's liquidators may be headed to a
Bermuda court following its dismissal by a New Orleans
federal judge.

U.S. District Judge Marcel Livaudais Jr. earlier this
month dismissed the liquidators' lawsuit against Ocean
Drilling & Exploration Co.-Mentor's ultimate parent-
and 10 other defendants on the grounds that the Bermuda
Supreme Court-which appointed Mentor's liquidators in
June 1985-would be the more convenient forum for the
25-month-old litigation.

In a 17-page decision released April 15, Judge Livaudais
granted a motion to dismiss the action, filed jointly last
September by all 11 defendants named in the lawsuit, on
several conditions, including:

= The dismissal order is subject to a six-month stay to
allow all parties to complete discovery in the United
States rather than in Bermuda, where discovery rules
are Inore restrictive.

» The defendants stipulate to the court by May 16 that
they will st*mit to the jurisdiction of a Bermuda court if
Mentor's li*lidators re-assert their claims there.

Judge Livaudais rejected several arguments against dis-
missal offered by Mentor's liquidators, including that the
liquidators would be unable to press treble damage claims

Continued on page 55

Benefit managers
scrutinize HMOs

By DONNA DiBLASE

Employers' war against escalating health care costs is
shifting to a new front as more employers implement a
variety of measures to control the premiums they pay to
health maintenance organizations, benefit experts say.

As HMOs become the health plan of choice for greater
portions of most employee populations, and employers re-
alize how much flexibility they have under federal law to
control HMO costs (see story, page 12), employers are
turning to such cost-containment measures as:

* Reducing the number of HMOs offered. For example,
Morristown, N.J.-based Allied-Signal Inc. replaced all of
its many HMO and indemnity plans with a single national
managed health care program under which all of Allied-
Signal employees will be enrolled in a single HMO net-
work. The plan administrator, CIGNA Corp. of Hartford,
Conn., guarantees to contain the conglomerate's health
care costs dver the next three years (Bl, Feb. 22).

* Negotiating HMO premiums.

- Demanding group-specific health care utilization
data from HMOs to use in negotiating HMO premiums and
as a basis for reducing employer contributions to HMO
costs.

These actions by employers will become more common
for several reasons, according to benefit consultants.

"One of the things employers have discovered is that
they now have to manage their HMO costs,"” said
Lawrence B. Leisure, principal and national practice
leader for group benefits in the New York office of
TPF&C, a division of Towers, Perrin, Forster & Crosby
Inc.

"They've never had to do that, but now most employers
have a greater employee population enrolled in HMOs
than in indemnity plans,” he said. And, "some employers
are seeing that the cost for employees enrolled in HMOs
on a per-employee basis seems to be out of sync with



2 / Business Insurance, Apn125,1988

Update

Runoff policy liability capped
Continued frompremous page
curred-but-not-reported losses, Mr Beaumont said

Under the terms of the agreement, reached last week, syndicate
661, managed by RHM Outhwaite (Underwriting Agencies) Ltd
will pay 10% of the settlement immediately to syndicate 660, man-
aged by Wellington Underwriting Agencies Ltd The remaining
90% will be paid before the end of July

In return, Mr Beaumont has agreed to re-assume all future liabi-
lities related to the book of business, effectively canceling an un-
limited liability runoff policy he ceded to Mr Outhwaite in 1982 for
the underwriting years 1954 through 1978

The Outhwaite agency now hopes other underwriters will agree
to cap unlimited liability runoff policies ceded to syndicate 661 to
settle "at least 13 disputes" over run-off policies Mr Outhwaite
wrote in the early 19805 (BI, April 18)

Last year, Mr Outhwaite agreed to pay claims filed by Lloyd's
syndicate 219, managed by Edwards & Payne (Underwriting Agen-
cies),on a runoff reinsurance policy in return for an additional
premium (BI, Sept 14, 1987) However, the unlimited liability run-
off policy was not capped, sources say

Hall's Corde joins RBH

CHICAGO-George E Corde, former executive vp at Frank B
Hall & Co Inc, has joined Chicago-based Rollins Burdick Hunter
Co as an executive vp, overseeing the broker's national property/
casualty accounts and market relationships

Mr Corde, who had been with Hall for 25 years, joins former Hall
executives Thomas McCaffrey and William McCaffrey at RBH For-
mer Hall Chairman John F McCaffrey also has become a senior vp
at Chicago-based Aon Corp, RBH's parent company The McCaf-
freys left Hall in March (Bl, March 7)

Mr Corde described the switch as a "personal move," calling
RBH "a company that's growing But, | wish Frank B Hall all the
very best "

California clears IIE syndicates

CHICAGO-Three lllinois Insurance Exchange syndicates can
again write surplus lines risks in California following five months
of negotiations with California insurance officials over their eligi-
bility, according to IIE President James M Skelton

The California Insurance Department temporallly has "su-
spended its ob]ections" against the three syndicates LUI Insurance
Syndicate Inc, Britamco Underwriters Inc and First Oak Brook
Corp , an IIE statement said (BI, Nov 30, 1987, Nov 23, 1987)

"The department suspended ItS Judgment until the end of 1988
after the IIE arranged to have the lllinois Insurance Department
conduct exams of all member syndicates and agreed to file actuar-
ial opinions of loss reserve adequacy for 1987 annual statements,
the IIE's statement said (B|, Jan 25)

The IIE also will make certain that only syndicates meeting Call-
fornia's capitalization standards of $2 8 million in capital, reduced
from $3 million, will do business m the state, Mr Skelton said

Welfare fund trustees settle suit

WASHINGTON-The trustees, benefit plan administrator and
others involved with a union welfare fund's dental plans will pay
restitution of $3 85 million to settle federal charges that they
caused union workers to be overcharged for dental benefits

The money will be returned to the Hotel Employees and Restau-
rant Employees International Union Welfare Fund by current and
former trustees of the fund, William L Meyers Inc of Naperville,
Ill, administrator of the union's benefit plans, and several other
service providers A unit of CNA Financial Corp will pay about
$2 8 miillion on behalf of the union trustees and William U Meyers,
according to a Department of Justice spokeswoman, who did not
know the types of coverage CNA provided

The payments will settle two Justice Department lawsuits filed in
federal district court in Camden,NJ,m 1985, and Las Vegas, Nev,
m 1986 charging that the defendants violated the Employee Retire-
ment Income Security Act

Smelter protests OSHA citation

NEW YORK-ASARCO Inc plans to challenge the $1 6 million in
fines proposed by the Occupational Safety and Health Administra-
tion last week for more than 200 alleged safety violations

OSHA alleges that the New York-based company's lead smelter
in East Helena, Mont, is gUIIty of repeated "egregious (and) will-
ful" lead and arsenic violations as well as failing to correct pre-
viously cited hazards, according to a statement

OSHA says the smelter's most serious violations include expos-
ing employees to excessively high levels of lead and arsenic

Smelter Manager J Bryan Davis called OSHA's position "unnec-
essarily rigid" and its proposed solutions impractical "

Tobacco maker cover-up eyed

NEWARK, N J -A New Jersey federal judge has refused to dis-
miss a claim in product liability litigation against three tobacco
manufacturers that the companies illegally conspired to misrepre-
sent facts about the health risks of smoking

However, U S District Court Judge H Lee Sarokin last week
dismissed charges that the companies-Liggett Group Inc, Philip
Morris Inc and Loews Corp 's Lorillard Inc unit-should have
marketed less dangerous cigarettes, according to an assistant to
plaintiff's attorney Marc Z Edell of Short Hills, N J

The charges were in a suit brought by the family of Rose Cipol-
lone, who died of lung cancer in 1984 after smoking for 40 years

Judge Sarokin also dismissed a claim that Philip Morris and

Continued on page 56

Court ruling could widen
OSHA investigators' reach

In light of the 4th Circuit's decision, OSHA could
decide to maintain its current policy nationwide or
RICHMOND, Va -Employers in five Eastern states adopt the 4th Circuity anti-warrant approach in the
may be more vulnerable to document requests from states within that court's jurisdiction, Mr Elliott said
Occupational Safety and Health Administration inves- Those states are Virginia, West Virginia, Maryland,
tigators in the wake of a recent federal appeals court North Carolina and South Carolina
decision OSHA officials have some options in the matter be-
The 4th U S Circuit Court of Appeals in Richmond, cause the appellate courts issued conflicting decisions,

By MEG FLETCHER

Va , upheld an OSHA investigator's authority to re- Mr Elliott said Had the courts' decisions been uni-
quire an employer to provide OSHA-mandated inlury form, they would have had "a major impact" on the
and illness records without obtaining a search warrant agency, because OSHA would have changed its pol-
or administrative subpoena icy to conform with the decisions, he explained
The March 23 decision stems from a 1984 Incident in The Labor Department IS litigating the access issue
which an A B Chance Co manager in Parkersburg, in a third, unrelated test case that was argued last
W Va , refused to show an OSHA investigator two month before the 6th Circuit Court of Appeals in Cin-
agency-required forms that listed workplace injuries cinnati, pointed out Ellen Beard, an attorney with the
and illnesses and provided supplemental information U S Department of Labor, which oversees OSHA
However, the 4th Circuit's decision conflicts with a No decision has been announced in that case
late 1987 decision by the 1Ith U S Circuit Court of The 6th Circuit covers Kentucky, Michigan, Ohio
Appeals in Atlanta that a company related to A B and Tennessee
Chance could refuse to provide those same records to A B Chance, which manufactures electronic trans-
an OSHA investigator who did not have a warrant (Bl, mission and distribution equipment from ItS head-
Feb 1) quarters in Centralia, Mo, IS asking the *th Circuit
OSHA officials are reviewing the 4th Circuit's deci- Court to rehear the decision, said William Weidle Jr,
sion and are expected to decide within 30 to 60 days to an attorney in St Louis who represented A B Chance
what extent, if any, the decision will affect field pro- However, because the federal appeals courts ren-
cedures nationwide, said Stanley Elliott, OSHA's dep- dered conflicting decisions, it Will probably take a
uty field coordinator U S Supreme Court decision to resolve the issue, he
Currently, OSHA's general policy requires an inves- said
tigator to obtain a search warrant or administrative The A B Chance case stems from an April 1984 visit
subpoena when an employer prohibits an inspector by an OSHA investigator to the company's ceramic
from entering a plant or balks at producing records, electrical insulator facility in Parkersburg, W Va

Mr Elliott said Continued on page 56

Asbestos firm to test scope
of property damage cove r

By STACY ADLER bestos is the equivalent of a hazardous waste generator
under the Comprehensive Environmental Respons<
CHICAGO-IINn one of the most comprehensive as- Compensation and Liability Act, better known as the
bestos coverage cases to date, a federal court will Superfund Act, insurable outside of the property dam-

decide whether third-party asbestos property damage age provisions of UNR's insurance?
claims can be covered under property damage, bodily "This is the most expansive asbestos property dam-
injury or other provisions of an asbestos producer's age case ever filed,"” said UNR attorney Kirk Pa-
comprehensive general liability insurance sich, a partner with Paul, Hastings, Janofsky & Walker
The case involves Chicago-based asbestos manufac- in Los Angeles
turer UNR Industries Inc, which is seeking a ludg- The suit originally was filed in state court and later
ment in U S Bankruptcy Court that its primary and consolidated with UNR's bankruptcy proceedings
excess liability insurers have a duty to defend and in- "We developed these theories, and it is the first time
demnify the company against mounting third-party a Judge will address all these theories,” Mr Pasich
asbestos property damage claims said
Judge David H Coar will begin hearing testimony Robert Sayler, an attorney with Covington & Burling
today on a variety of issues involving asbestos prop- in Washington, DC, who represents asbestos manu-
erty damage-some of which have never been ad- facturer Armstrong World Industries Inc, agreed He
dressed by a court-including said UNR IS trying to claim coverage in ways that
- Does asbestos in buildings constitute property never have been litigated
damage under CGL policies? In fact, Mr Sayler thought UNR's arguments had
- If it does, is insurance coverage triggered at the enough merit that he tried to amend Armstrong's case,
time a building owner is aware of the hazards of which is part of the coordinated asbestos coverage pro-
asbestos or at the time it was installed? ceedings in San Francisco (Bl, June 1, 1987), to include
= Do the standard CGL exclusions-including the some of the arguments
owned property exclusion, the loss of use exclusion, However, California State Superior Court Judge Ira
the sistership exclusion, the pollution exclusion or the A Brown Jr, who is hearing the case, ruled it was too
asbestosis exclusion-bar recovery for third-party as- late m the trial for such a move
bestos property damage claims? Chicago-based UNR, which filed for reorganization
O Can asbestos in buildings be considered trespass under Chapter 11 of the U S Bankruptcy Code in
and nuisance claims, which are insurable under the 1982, stopped manufacturing asbestos-containing m-
bodily indury provisions of UNR's CGL coverage?
- Are claims alleging that the manufacturer of as-

sulation products in March 1970

Contznued on page 54
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RIMS benefit report

Cove rage mandate debate rages on d

By JERRY GEISEL e e
et

WASHINGTON-Requiring all employers to offer health care
coverage is bad medicine for employers and employees, says the
Senate's chief opponent of a federal benefit mandate.

But another key congressman says it is a disgrace that 35
million Americans lack group health care coverage.

Sen. Orrin G. Hatch, R-Utah, who opposes federally man-

dated health care coverage, and Rep. Fortney (Pete) Stark, D-
Calif., chairman of the House Ways and Means Health Subcom-
mittee, who supports the concept, outlined their respective po-
sitions on the highly charged subject iast week at the 26th
annual Risk & Insurance Management Society conference.

"Trying to impose the same program on every employer will
not work," Sen. Hatch asserted.

A federal benefit mandate could inflate employers' costs be-
tween $39 billion and $100 billion a year, and the economic
consequences of that huge cost increase would be even more
disastrous, according to Sen. Hatch.

Enactment of a federal health care mandate would lead to the
loss of hundreds of thousands of jobs and higher inflation, he
predicted.

Mandating coverage is "back-door national health insurance.

It is too big, too costly and it will certainly be ineffective. It is a
typical liberal solution," he said.

"Surely, we can develop a program that does not cost $39
billion to $100 billion a year."

But, Rep. Stark noted that "outside the Third World, no in- —
dustrialized country has a lower percentage of people covered
by health care programs" than the United States.

Logically, employers already providing health care coverage
should be backing universal health care coverage as economic
good sense, Rep. Stark said.

Those companies, in a sense, are subsidizing employers that
refuse to provide coverage. That subsidy occurs when hospitals
pass along the cost of uncompensated charity in the form of
higher charges to insured patients. Presumably, if everyone
were covered by a group health care program, this cost-shifting
problem would be reduced, he said.

"There is no free lunch in the medical care delivery system,"
Rep. Stark said. "You pay more for insurance or self-insurance
to cover the uncompensated.”

Although the RIMS session was planned as a debate between
Sen. Hatch and Rep. Stark, a Senate roll call vote forced Sen.
Hatch to leave early, so the two congressmen delivered their
remarks separately.

While a face-to-face debate between the very conservative
Sen. Hatch and the liberal Rep. Stark was not possible, their
presentations showed how far apart some members of Congress
are on the issue of access to health care.

Interest in improving health care coverage for both employees
and the elderly has intensified during the current congressional

For example, the Senate Labor and Human Resources Com-
mittee in February approved legislation, S. 1265, backed by

Continued on page 48

Case management prescribed for AIDS

17

By DONNA DiBLASE

WASHINGTON-Case management is essential
for employers to control the cost and quality of
care delivered to employees with AIDS, health care
and benefits experts say.

These cost containment programs also are the
most effective way to manage psychiatric and sub-
stance abuse cases, experts say.

However, case management programs 1
require an organized, cooperative ap-
proach on the part of the ennployer,
health insurer and case manager, accord-
ing to speakers at the 26th annual Risk &
Insurance Management Society confer-
ence last week.

Case management is particularly important in
acquired immune deficiency syndrome cases be-
cause the number of persons afflicted with the
deadly disease is increasing and the illnesses and
infections associated with AIDS are increasing in
number and severity, said Dr. Scott R. Strickland,

an AIDS specialist in the department of internal
medicine at Park Nicollet Medical Center in Min-
neapolis.

AIDS is a breakdown in the human immune sys-
tem caused by the human immunodeficiency virus.
This leaves the body susceptible to many unusual
infections and tumors that would not usually af-
feet a person with a healthy immune system, he
explained.

"The future of AIDS is that it will con-

tinue down the route we see now. How-

ever, we are expecting a slight shift in
the epidemic, in terms of the most fre-
quent and the the most debilitating ill-
nesses associated with the syndrome,"” he
said.

For example, "there recently has been a shift to
HIV damage to the brain and nervous system, in-
dependent of the damage to the immune system.
With this, the AIDS patient develops a slow
progressive dementia, similar to what happens in
people with Alzheimer's disease,”" Dr. Strickland

explained.

"This is a very difficult to handle long-term af-
fliction because some patients with AIDS-related
dementia require 24-hour home care to help them
get their nutrition, bathe, etc. These patients may
be looking at years of their lives like this," he
commented.

"We've also seen an auto-immune phenomenon
in which the immune system attacks the body. This

can become a very confusing disease to deal with,"
he added.

Unless custodial and medical home health care is
coordinated for AIDS patients, they can remain in
the hospital for long periods of time, which is the
costliest and perhaps most dangerous for the pa-
tient, he said.

While the Centers for Disease Control in Atlanta
estimate that there currently are 60,000 AIDS
cases in the United States, "that represents at least
a 10% underestimate. But, regardless of the esti-
mates you look at, we're going to see a lot of AIDS

Continued on page 57
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Broken promise hurts Kennedy bill: Beadle

By JERRY GEISEL

WASHINGTON-Massachusetts

Sen. Edward Kennedy "shot himself
in the foot" by expanding legislation
that would require all employers to
offer health care coverage that meets
minimum federal standards, a coh-
sultant says.

Had the Democratic chairman of
the Senate Labor and Human Re-
sources Committee stuck to his prom-
ise that he would not seek to enrich
the basic health care package that he
wants employers to offer, his legisla-
tion would have gained more busi-
ness support, said Carson Beadle, a
managing director with William M.
Mercer-Meidinger-Hansen Inc. in
New York.

After promising he would not add
new benefits to the package, Sen.

Kennedy proposed and convinced the
Labor and Human Resources Com-
mittee to accept a revised bill tha:
adds mental health care coverage as a
mandated benefit (Bl, Feb. 22)

Mr. Beadle, speaking last week ar
the 26th annual Risk & Insurance
Management Society conference. said
Sen. Kennedy probably succumbed
to pressure from mental health pro-
vider special interest groups in ad-
ding mental health as a cz,vered ben-
efit

That decision has been costly.
Aside Zrom possibly losing business
suppor. for the proposal, the mental
health amendment is arousing con-
cern even among the most outspoken
advocates of mandated health care
coverage

"Mental health makes it more than

a minimum bill, We do have some

concerns," said Karen Ignagni, asso-
ciate director at the AFL-CIO's De-
partment of Occupational Safety,
Health and Social Security in Wash-
ington.

While the Kennedy bill has no
chance of gaining congressional ap-
proval this year, employers should
not kid themselves that legislative ef-
forts to mandate employer-provider
health care coverage will disappear
from the Congressional agenda, an-
other speaker said.

"You do have to watch the Ken-
nedy bill. That bill addresses an issue
-increasing access to coverage to the
uninsured-that will not go away,"”
said Howard Greene, RIMS' associate
legislative director for governmental
affairs in New York.

Mr. Beadle, checking off a list of
major pieces of legislation, such as

Internal Revenue Code Section 89
non-discrimination rules for weHare-
type plans and the health care con-
tinuation rules in the Consolidated
Omnibus Budget Reconciliation Act
of 1985, said employers have too
much at stake to stay out of the legis-
lative benefit arena.

When benefit proposals are intro-
duced, employers should take the ini-
tiative and suggest alternatives if
they do not like the proposals, rather
than simply opposing them, Mr. Bea-
dle said.

Turning tc the future, Mr. Beadle
said employers can expect Congress
to continue to turn to the private sec-
tor to expand benefit coverage for
workers.

<'Employers can be cast as the ideal
private sector vehicle for reaching
millions of Americans without having

GCHUL,.

to increase government spending and
without having to administer them,"

he said.

For example, after passing COBRA
to ensure that workers can continue
health care coverage with their for-
mer employers after leaving, some
members of Congress now want to
increase employers' commitment to

employees.
Mr. Beadle said an amendment to

the Technical Corrections Act of 1988
would amend COBRA so that em-

ployees could keep COBRA coverage
even when they become covered
under a new employer's health care
plan (BI, April 11).

"Because some people may be
leaving companies with more gen-
erous benefits or may have contin-
uing health conditions covered under
the old plan, employers are now
being asked in a new proposal to
make coverage available under both
the old and new plan," he said.

While congressional initiatives will
shape benefit plans, demographic
changes also will influence benefit
programs (see stoly, page 53)

Mr. Greene noted that by the year
2000 women will comprise half of the
work force, and more women will be
holding senior management responsi-
bilities.

As a result, women will press com-
panies for such programs as parental
leave and child care benefits, Mr.
Greene said.

At the same time, an aging work
force also will affect benefit plans
and costs. With a growing pool of
retirees and a smaller number of
workers, Social Security taxes will
have to be increased or benefits cut,
Mr. Greene said.

"Something has to give,” Mr.
Greene said.

At the same time, with retirees over
age 65 comprising as much as 20% of
the population by the year 2020, re-
tiree health care coverage will be-
come a much bigger issue at com-
panies and in Congress, he said.

Workers in the future are likely
to retire at earlier ages but live
longer, putting new financial

pressures on pension plans, Mr.
Greene said.

"Those retirees will collect retire-
ment income over a longer period of
time, and that will affect your pen-
sion plans financially," Mr. Greene
said.

Ms. Ignagni said that in the fu-
ture white collar workers retiring at
earlier ages nnay later seek to re-
turn to their former ennployers or
seek new careers elsewhere.

But, she doubts whether blue collar
workers will want to rejoin the
workforce after retirement.

"They tend to be burned out after
workmg on assembly lines for 20 or
30 years," she said.

In addition, as the "baby bust”
generation enters the workforce,
there may be a shortage of work-
ers, and employers may have to offer
financial incentives to attract the
best talent, Mr. Greene said.

One possible financial incentive
could be offering to pay a student's
college tuition in exchange for the
student agreeing to work for the
company for a certain number of
yeans after graduation.

Ms. Ignagni said that Congress
eventually will pass legislation to re-
quire vesting of retiree health care
plans. To sweeten that requirement,
some kind of tax incentive will be
given to encourage prefunding of
health care benefits.

In response to Skyrocketing health
care costs, Ms. Ignagni expects em-
ployers to expand their efforts to
control claims costs, like those asso-
ciated with acquired immune defi-
ciency syndrome, through case man-
agement

The session was moderated by
Steve Rades, vp and corporate risk
manager for BankAmerica Corp. in
Sarmn Framcisco. |



MOST CEO'S ARE

SUFFERING FROM A SERIOUS

HEALTH PROBLEM.

December 31, 1987

87, OPERATING EXPENS

Salaries

Health Care Benefits

Insurance

Depreciation _74
AlLrofessional Services
/Fent -
utilza/

& arkdtin
avel &Enter -
Advertising
Other
Other Admini tive

TOTAL

INCOME FROM OP TIONS

T EXPENSES

TAXES

8 4.400."DO '

750,0DO

450,000

500,000

750.000

300,000

1,500,000

400,000

There's an epidemic sweeping
the country that is causing consider-
able pain to upper management.

It's called Rising Employee

Health Benefits Costs.

This year alone, nhany com-
mercial health insurers are slated to
hike their premiums. This, after the
many record increases of last year.

At NWNL Group, we're doing
everything we can to help remedy
this situation by working closely
with our clients.

You see, we look at your com-
pany's insurance needs differently,

so we find solutions others may not

have seen before.

Our Health Information Con-
sulting Services (HICS) for example,
combines our extensive national

healthcare database with detailed

analysis of your employees' treat-
ment patterns and provider usage.

With this information we're able
to provide a sophisticated manage-
ment tool that targets cost control
efforts for the greatest impact.

If you're feeling the effects of ris-
ing employee benefits costs, remem-
ber that NWNL Group can do a lot
to make you feel better.

For our special booklet "10
Ways To Cut Benefits Costs, call or
write Ginny Patrick, NWNL Group,
Box 20, Minneapolis, MN 55440,
(612) 372-5784.

@NWNLGROUP
We look at things differentlg

A division of Northwestern National Lifd Insurance Company, Minneapolis, MN (not admitted in the State of New bl:). T-e Nor:h Adantic Lik Insurance Corpany of America, Jericho, NY (a memberof the NWNL Companies).
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Lifestyle tied to health care costs: Study

By MICHAEL BRADFORD

WASHINGTON-Helping employ-
ees change their lifestyles could help
slash health care costs, according to a
panel of experts.

Conventional health care cost-con-
tainment methods have not been ef-
fective, agreed membens of a panel at
the 26th annual Risk & Insurance
Management Society's conference
last week.

However, the panelists pointed to
evidence they say indicates that if

BLUECROSS

workers can be pe'rsuaded to take up
healthier habits, benefit costs will
decline.

Changing lifestyles "has the po-
tential to be a major breakthrough"
in the effort to control health care
costs, said Stephen D. Brink, an actu-
ary with consultants Milliman & Ro-
bertson Inc. in Brookfield, Wis.

Mr. Brink said that available data
indicates that "if everybody were to
practice a healthy lifestyle, the over-
all (health care) costs would be re-
duced 50%. That's a big number."

BLUE SHIELD ,
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Milliman & Robertson conducted
a study with Control Data Corp. of
Bloomington, Minn., that showed
that Control Data employees who did
not have healthy lifestyles were re-
sponsible for the bulk of the com-
pany's health care costs.

The study of Control Data employ-
ees at 27 locations examined seven
lifestyle factors: exercise, weight,
smoking, hypertension, alcohol use,
cholesterol and seat belt use. The
findings showed that:

« Employees who smoke a pack

UNCOLN

NATIONAL ,- -
14..

-, SEM'S*r

or more of cigarettes per day had
health care costs that are 18%
higher than the health care costs of
non-smoking workers.

» Overweight employees gen-
erated 48% more claims larger than
$5,000 than their more svelte
counterparts.

« Workers with high cholesterol
levels produced 24% more claims
larger than $5,000 than employees
with lower levels.

- Employees who do not wear
seat belts when driving had an-
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You'd expect us to have a high regard
for our own flexible benefits admini-
stration system. After all, we spent
over 60 programmer years develop-
ing it. But we're not alone. A recent
independent survey has shown that
more insurance companies have
chosenmn FLEXTIRAEK™WMT

El Yes. please send more information on FLEXTRAK. Our

to administer flexible

benefits than any other

system available ,

operating system is:

El IBM® Mainframe

THE RIGHT SYSTEM, EI Send Survey

No matter, how , |
many plans you have ,
or how complex they ,

are, FLEXTRAK can
likely handle all your
company's benefit

needs or your entire City St
hook of busipesq g,

L

Company
| Address

FLEXTRAK is a total system. It
administers a wide range of plans
and benefit types such as medical
insurance, life and health insurance,
savings and investment products,
and vacation trades FLEXTRAK's

management reports will even help

E] Other

you customize plans to meet your
unique company or client needa And
FLEXTRAK is available r/ght now. At
a fraction of the cost of developing
your own system in-house

THE RIGHT SOURCE

, is right for you, we hope
I you like lots of attention.

If you think FLEXTRAK

1 Because our clients get
| complete installation
| assistance and after-

sale support From pro-—

, fessionals who know

- — Il —-— —_—

flexible benefits and
software inside and out.

Call or write today for

alghor‘ne ) -

e eenrmrollrrrenr t

to flexible.spanding | Dyer, PA/130US 81 ASSOCE(EfeS

The Right Solutions. For TO Years Running.

2251 Lake Park Drive, Smyrna, GA 30080 (404) 432-5888 1 ASH™

more information. We've
got some of the most
impressive references in

the industry So you'll be
| in good company.
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Nnual health care costs that were
13% higher than the health care
costs of people who buckle up.
And, those who do not wear seat
belts spent 54% more days in the
hospital than those who did wear
the belts, according to the study.

"There is a lot of money tied into
lifestyle,” pointed out David R.
Anderson, manager of research and
development at Control Data.

He estimated that health care
costs can be cut in half by chang-
ing the living habits of workers.

Mr. Anderson said the joint
study with Milliman & Robertson
led Control Data to implement its
Stay Well wellness program, which
offers workers an incentive to
change their bad habits by lower-
ing the health care contribution for
employees with healthier life-
styles.

He pointed out that the study
showed that "the best way to man-
age costs in an organization is to
control or eliminate the risks that
are causing them, before the fact as
opposed to after the fact."

The study also led to a business
opportunity for the Minnesota
company. Once Control Data deve-
loped Stay Well, it began offer-
ing the system to other businesses,
Mr. Anderson explained.

"We saw it as something we
could do for other organizations as
well," Mr. Anderson he said.

Another panelist pointed out
that the effort to lower health care
costs by encouraging healthy life-
styles is not limited to the private
sector.

Marianne M. Chillas, ratings an-
alyst with the Delaware Insurance
Department, said the department
is considering regulations that
would allow insurers to award pre-
mium discounts or cash bonuses to
policyholders with healthy life-
styles.

Ms. Chillas explained that Dela-
ware Commissioner of Insurance
David Levinson was responsible
for developing the model regula-
tion, which lists several criteria a
policyholder would have to meet to
be eligible for a discount or cash
payment. After a task force as-
signed to study the problem re-
ported that incentives to promote
healthier lifestyles probably would
help lower health care costs, Mr.

Levinson proposed a program, Ms.
Chillas said.

"Commissioner Levinson is a
businessman," she pointed out.
"He's a liberal, but he's also a
businessman. And he thought that
the best way, the most effective
way, to encourage the adoption of
healthy lifestyle behaviors was to
use an incentive: money."

That philosophy has been trans-
lated into the model regulation
that would allow insurers to re-
ward policyholders if they:

« Do not use tobacco products.

- Exercise regularly.

- Consume only moderate
amounts of alcohol.

- Maintain proper blood
pressure.

= Control their weight.

« Do not abuse drugs.

« Use seat belts while driving.

Although Ms. Chillas acknow-
ledged that policyholders would be
bound only by their own honor in
answering the lifestyle questions,
she said she believed most would

be truthful.

She pointed out that penalties
would be assessed if a policyholder
were found to have lied to gain a
premium discount or bonus under
the program.

Penalties could include forfei-
ture of benefits or a fine in the
amount of the discount or cash re-
ceived, Ms. Chillas said.

"l just don't think most people

are going to take that chance,"” she
_—————a E ——m _ -



HERE'SWHYYOUR
TOP MANAGEMENT
WILLWANT

PARAGON'S GROUP
UNIVERSAL

LIFE PLAN.

As a benefits manager, you already know about the increasing
costs of post-retirement benefits . . . employees who have to take
unwanted or unneeded standard benefits... top management
losing benefits because of Section 79 or Section 89 Discrimination
Rules. . . limitations on contributions to 401K plans . . . restric-
tions on IRA contributions and on and on.

A group universal life insurance plan can be a solution to
these problems and more. A group universal life plan offers low
cost insurance, which your employees will appreciate... and the
ability to shelter and earn income on a tax-deferred basis, which
your top management will appreciate even more. For the first
time, there's a quality group permanent life contract that's avail-
able only to the employees of a large firm such as yours. A life
insurance value that most of your firm's employees will find
impossible to beat.

And Paragon's Group Universal Life plan is a benefit your
top management will want. Unlike other plans, Paragon's plan
offers the advantages of group buying power but has the guaran-
tees normally found in individual policies. This is why our sales
of Group Universal Life were up over 1000% in 1987 alone.

Paragon is dedicated to marketing special products to large
companies through a selective distribution system. We take care
of all administration, management and employee questions. And
our track record with a growing number of the nation's top 1000
corporations has earned us a glowing reputation. Best of all,
Paragon's Group Universal Life plan requires no direct contri-
bution from your firm.

Call your insurance advisor or Jennifer Holliday at
1-800-727-0124 today Either will be happy to show you why
Paragon's Group Universal Life plan is a plan your employees will
value and your top management will welcome.

' Paragon's Group Universal Life plan is
consumer-driven. We're able to offer solid
values for your employees and management
through the efficiencies of a unique, low-
margin, mass-marketed program. Call u#
for the proof."

Carl H. "Andy" Anderson, ChFC, CLU
President & Chief Executive Officer

Hii
PARAG

LIFE INSURANCE COMPANY
101 South Hanley, St. Louis, MO 63105, 1400-727-0124

A wholly-owned subsidiary of the General American Life Insurance Company
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Opinions

B/ lauds communication effo rts

IJAS YOUR EMPLOYEE benefits department
11been working overtime on a new employee
benefits communications program?

Don't let that burning of the midnight oil go
without recognition.

Enter the 1988 Business Insurance Employee
Benefits Communication Awards competition.

Each year we recognize leaders in the field of
employee benefits communications. This year we
have added two new categories to the competition
to showcase your work.

In addition to booklets, personalized correspon-
dence, audio-visual presentations and total benefit
communication programs, we have added the cate-
gories of multi-media programs and special
projects.

The multi-media category is designed to recog-
nize a diverse campaign on a single benefits pro-
gram-such as using audio-visual and print ma-
terial to announce a single new benefit or a change
in an existing benefits package.

Our new special projects category will judge
creative solutions to traditional problems, includ-
ing avenues of communication not included in
other categories.

The EBC Awards were launched in 1972 by Busi-
ness Insurance to recognize the importance of bet-
ter communication between employers and em-
ployees.

Programs are judged on the effectiveness of the
communication effort, not the value of the benefits
offered.

All companies in the United States and Canada
are eligible to enter their own benefits communica-

HIE @rea -805/WS-5 <MsuRaNCE ©fit
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expensive.

Consulting firms also are invited to submit pro-
grams on behalf of their clients when accompanied
by a client release. However, N6 generic programs
are accepted.

The judging panel includes executives know-
ledgeable in various aspects of communications,
including directors of corporate communications,
advertising and graphic arts professionals and em-
ployee benefits communication managers.

Awards will be presented to the employer and
consultant, when a consultant is involved.

tion programs.

Employers of all sizes and with varying commu-
nications budgets may enter. The most effective
communication program is not necessarily the most

Letters

Critics of IRIS program
don't understand tests

To the editor: | have read yet another
article critical of the Insurance Regula-
tory Information System. Why is it that
Thomas S. Bloom (BIl, March 21) and
other critics of IRIS never seem to ade-
quately explain how the system works or
what it is intended to accomplish?

First, Mr. Bloom is inaccurate in say-
ing, "Any company failing four or more
of the tests in any one year becomes a
candidate for immediate examination.”
Many years ago IRIS worked that way,
but no longer.

For some time now the most important
element of IRIS has been the examiner
team review. A group of experienced
state financial examiners gathers each
spring to analyze IRIS results and the an-
nual statements of those companies hau-
ing unusual test scores. At this point, the
examiner team certainly looks at the
makeup of an insurer's business, the
quality of its reinsurance, its cash flow
and many other financial features. The
analysis is written up and sent to every
insurance department, and two lists are
compiled, one for companies "targeted"
for examination and one for companies
needing "immediate attention.” Nothing
happens automatically when an insurer is

outside the normal range on a given num-
ber of IRIS tests.

Business Insurance welcomes let-
ten from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St.. Chicago, lll., 60611:

The deadline for entering the competition is May

Obviously, no set of criteria perfectly
identifies all the companies that are fi-
nancially troubled-or all companies that
are not financially troubled. IRIS is a tool
to get the examiner team started. | might
add the IRIS tests have been modified
through the years, and the National Assn.
of Insurance Commissioners' Property
and Liability Financial Ratios and Prof-
itability (EX4) Working Group is con-
stantly monitoring them and considering
what changes might be appropriate.

It really has not been difficult to obtain
IRIS test results. Several services have
applied the formulas and made them
available. It is absolutely essential, how-
ever, that the examiner team's analyses
be kept from public distribution. The ex-
aminers must be allowed to candidly set
forth their conclusions-and even their
suspicions-without the threat of possi-
ble litigation.

It has been my perception that most of
those publicly condemning IRIS rarely
explain how the system really works.
Perhaps the NAIC should provide addi-
tional public relations in support of one
of its finest products.

Richard P. Hefferan
Associate Vp and
General Attorney-Tax and Finance

Alliance of American Insurers

Schaumburg, lll.

Impact of EC directive
will be less than feared

To the editor: While welcoming Jerry
Karter's update on the European Com-
munity directive, "EC Developments: Di-
rective Will Trigger Improvements in
product Safety" (BIl, April 4), it is per-
haps misleading in certain aspects.

First, it is most unlikely any premium
increases will be directly attributable to
the directive and certainly not in the area
of pharmaceuticals, when the directive goes

6. To request a nominating form, write or call Bar-
bara Dalton, Registrar, Business Insurance, 220 E.
42nd St., New York, N.Y., 10017; 212-210-0780.

some way to limiting damages per person
and capping the long-tail liability.
Secondly, it is not the directive that
will induce U.S. multinationals to pro-
vide better and safer products. They al-
ready face far more stringent duties of
care in the United States, and product
safety and design are integral to most mul-
tinationals' business strategy.
Third, the EC directive does not replace
a mass of existing national codes and legal
precedent, all of which will ensure a com-
plex and confused picture until at least the
turn of the century. There is no concern by
corporations in Western Europe that the
directive will bring more onerous burdens
than they generally face today.
R. Patrick Thomas
Vp/Manager, Multinational

Business Development
Alexander & Alexander

International Inc.

New York

Attorneys general's suits:
Are they a conspiracy?

To the editor: | have read with interest
your report "Lawsuits Rock Industry”
(Bl, March 28). You say, "Seven largely
identical lawsuits were brought by attor-
neys general from Alabama, California,
Massachusetts, Minnesota, New York,
West Virginia and Wisconsin."

Seems everybody's conspiring against
everybody somewhere in this country.

Is there an antitrust law protecting the
insurers against this conspiracy of the at-
torneys general? Probably not, because
each attorney general is only in one state
and not subject to interstate commerce.

| am sure several lawyers will make a
lot of money out of all this foolishness.

Kenneth E. Newburger
Chairman
Corroon & Black of Louisiana Inc.

New Orleans
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Especially when trying to touch down
on a dry spot in the middle of the ocean.
One that's moving at close to 30 knots.

In the world of naval fighter pilots,
only a select few make it into the cockpit.
But no matter how talented a pilot is, no
matter how quick his reflexes, he must rely
on shipboard support.

Businesses must operate under a
similar set of rules. The vision of manage-
ment has to be focused by the experience

and support of others.
That's the essence of what Scott Wetzel

Services provides. We offer self-insured and
insured companies expert guidance in an
area that is unclear to all but a very few-
risk management planning and support.
Claims service is one of the areas in
which we excel. Well develop a claim
administration program unique to your busi-
ness objectives. We back your program with
superior technical expertise and communi-
cations systems which insure your con-
tinued involvement. With SWS's complete
program ofclaims administration, loss con-
trol and information systems, you'll end up

41

with aguidance system for the future.
Find out more by calling our local rep-
resentative. Or contact our home office at

1-800-426-5990. (In Washington, call
206-479-0200.) Ask for our president, John
Harrold. He'll show you how our support
makes it easy to hit the mark.

EXPERIENCE WITH VISION.
SCOTIWEIZEL

SERVICES, INC.

Risk Management Planning and Support






Will the health care develop-
ments of the future have more to
do with saving money than with
saving lives?

At the rate medical costs are
rising, there's no telling how far
a company will have to go to
save money.

That's why CIGNA is doing
something different. At the
CIGNA companies, we firmly
believe that the quality of
health care must not be re-
duced along with costs. Last
yea r, we saved our clients over
$600 million through our medical
cost containment programs. And
that's in a year when national
health spending increased
dramatically.

Yet we demonstrated that
we're equally committed to pro-
viding high quality care. Our
case management approach,
for example, not only reduces
costs, but can actually improve
the quality of care. We may rec-
ommend transferring a patient
to a special facility that costs
more on a daily basis, but be-
cause that patient is receiving
more appropriate care, the stay

is shorter and the net cost is less.

While a Unew" concept to most
companies, case management
has been in practice at the CIGNA
companies for over 17 years. In
fact, we're the top provider in the
U.S. for medical management
and rehabilitation services.

And since we're a single source
for a full spectrum of medical
care and dental options, we
can help companies plan very
cost-efficient programs. Programs
ranging from HMOs to group
indemnity coverages to plans

that combine the advantages
of both.

At CIGNA, we're as concerned

about the right care as we are
about the bottom line. And we
can help you with both. \A#ite the
CIGNA Companies, Dept. R15,
One Logan Square, Philadelphia,
PA 19103.

Striking the right balance be-
tween managing costs and main-
taining high quality health care.

It's one more example of CIGNA's
commitment

to personalized
service to C I G NA

busiIiness.
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Spolight report

Employers told to monitor HMO plans

By DONNA DiBLASE For example, only 39% of 2,000 "Cont::butions based on com- Mr Proffitt said by Sen Dan Quayle, R -Ind , or
employers surveyed by A Foster pany averages may not be appro- However, "when the HMOs have not taken a stance
WASHINGTON-Employers must Higgins HealthGroup Inc said priate Tl-ese amounts can be too found out that this was what we In addition, while the ability of

actively manage the cost and qual- they thought the HMOs they of- high if HMOs are receiving the fa- Intended to do. the> reduced their federally qualified HMOs to re-
tty of the health maintenance orga- fered were effective in controlling vorable r sks or if the HMOs are premt ims to $170," so that their quire companies to o ffer their
nizations they offer to their em- health care costs, he said And, located in low cost commun_ties plans would still be as attractive to plans is the biggest complaint of
ployees, benefits managers say 46% said they thought the HMO relasive to the employer's average emplogees as the Indemnity cover- employers, most are inactive on
"Gone are the days when an em- rates were too high for the risks costs," Mir Becker said age he said Employees were re- measures to repeal the mandate
ployer could purchase services assumed by the HMOs, while more Finall/ shadow pricing ocurs qui=ed to contribute the $748 dif- And, while the HMO industry
from an HMO, PPO, insurer, etc, than 50% said HMOs attract better when HMOs price their plans for fer en ze toward the HMO and notes that most HMOs no longer
and then think these will provide risks, creating adverse selection an emplorer at a rate that is equal $10 40 toward the indemnity plan impose this mandate, it opposes
benefits without any supervision against their indemnity plans or almost equal to the employer's Along with adjusting their HMO repeal of the mandate
from the employer,” said James However, HMO premiums in- indemnity plan premium, even if premiums, employers also must be- Along with playing a role in
Proffitt, director of health care for creased an average of 4 5% in 1986 the cost experience of the em- come familiar with and active in shaping legislation, employers also
St Louis-based McDonnell for the 2,000 employers surveyed, plo>er's HMO enrollees is better legislative issues concerning should shift the risk for providing
Douglas Corp compared with a 77% increase in than tha- of the indemnity plan HMOs, said Kevin E Moley, direc- cost-effective health care to insur-
Employers can adjust their pre- indemnity plan premiums, Mr participants, he said tor of the U S Department of ers, similar to the action recently
mium contributions to HMOs to Becker noted To acdress these concerns, Health and Human Services' Office taken by Morristown, N J -based
better reflect their employees' ex- "Employers' concerns about McDonr_ell Douglas studied the of Prepaid Health Care, which Allied-Signal Inc, Mr Moley said
perience, work to obtain group- HMO pricing include issues such as health care costs of each sex and oversees federally qualified HMOs (see story, page 1)
specific data fromm HMOs and get adverse selection, the equal pre- age gr0O4 in its employee popula- "Err ployers, as the entities that The company recently entered
more involved in legislation re- mium contribution to HMOs and hon under ItS indemnity plan Mr deliver health care as part of bene- into a contract with Hartford,
garding HMOs, experts told a ses- indemnity plans and shadow pric- Prolfitt said fits packages, are the least-repre- Conn -based CIGNA Corp under
sion last week at the 26th annual ing"” he noted The a rospace company offers sentec group in Congress They are which the insurer will administer a
Risk & Insurance Management So- Employers are concerned that 100 HMOs and has 56,300 emfloy- well-represented as manufacturers managed care plan that guarantees
ciety conference they sometimes pay an HMO pre- ees--or 43% of its population-en- of wicgets or cars, but not as pro- that Allied-Signal's costs will not
"The number of employers offer- mium that is too high and does not rolled in HMOs The average age of viders of these benefits and payers increase more than a specified
ing HMOs, as well as the number of accurately reflect the health care employees enrolled in HMOs is be- of F ealth care," he said amount over the three years of the
employees enrolling in HMOs is in- utilization experience of the youn- tween 36 and 45, he said "Just look at the federal HMO contract (Bl, Feb 22)
creasing However, employers have ger, healthier employees enrolled The company then developed Act What other relationship exists "More and more insurers are get-
mixed reactions as to whether in HMOs, he explained HM) premium contributions based out there like this, where an orga- ting involved in the health care de-
HMOSs are able to effectively man- In addition, employers are con- on the cost of health care under the nization-the HMO-can go to the livery system by offering HMOs
age health care costs," explained cerned that the equal contributions indemnit, plan for each age and emplcyer and say, 'You have to and PPOs, and it'S time to make in-
Dennis J Becker, vp of MEDSTAT they are required by the federal sex group offer me and you have to pay me surers begin to assume the risk
Systems Inc in Ann Arbor, Mich HMO Act of 1973 to make to HMOs The conpany told ItS HMOs that the same amount as you pay your again,” Mr Moley explained
MEDSTAT offers employers an on- and indemnity plans may cause for ine age and sex group, for ex- Indemnity plan because I'm a fe- Most importantly, "It is crucial
line health care claims data base adverse selection ample, 4 we anticipated the 1ndem- derally qualified HMO,' " Mr to continue to assess HMOs be-
nity premium for employees in that Moley 3aid cause thislS an area that can be
group to be $162 52 a month We Ee noted a proposal that would managed,"” said Robert F Rasmus-
. planned to contribute that amount repeal the HMO Act within a few sen, president and chief executive
———wi Vermont Insurance to the irdemnity plan and that years after the proposed legislation officer of Prime Health, a Kansas
much tcward the HMO premium. would be passed However, he said City, Mo -based HMO
which totaled $180 11, with the malor employer groups are either Mr Proffitt of McecbDonnell
Management employee paying the difference,’ opposed to this proposal, offered Douglas moderated the panel |
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Reporting * Reinsurance « Outstanding Service to Indepen- D Motz, vp-group insurance at tor has ever been, and that sug-

dent Agents. Brokers. Consultants, Sophisticated Risk Managers, -WASHINGTON-The fact that Great-West Life Assurance Co in gests that managed care is not
Associations, Managing General Agents emEloyer:' health care costs zon- Englez ood, Colo quoting a March working "

Free brochure Contact John J Middleton tint.e to r se suggests that managed surve> by CNA Insurance Cos of John J Mahoney, vp-health stra-

Chief Operating Officer or H Lincoln Miller, CEO care pro :rams designed to curb Chicago CNA surveyed 25 leading tegies group of Alexander & Alex-

PO Box 306 Montpelier Vt 05602 costs may not be working, ar__ in- group insurers and asked them to ander Services Inc in Westport,

surance cimpany official says predict future health care costs Conn, also forecast escalating em-

Call TOLL FREE 800-USA-RISK ‘Heal:h care costs will increase Mr Motz said the 17% to 22% es- ployer health care costs

Based on 1985 data from the U S

Department of Commerce, he said,
"employers' contributions to

health care benefits will double

every five years "

Workers * Compensation Mtyoe e

9 7 e Managed Care Working for You?"
during a session at last week's 26th

annual Risk & Insurance Manage-

ni 1 1 t Societ fi
An injured worker is entitled to adequate and ., mentSociety conference

r Motz said benefit managers
appropriate compensation for a work-related injurs seeking to Judge whether a com-
But if you don't know what is adequate and appro- pany’'s managed program is work-
priate for each case you administrate, you may be ing should conduct detailed studies
) of the cost and utilization rate of

overcompensatlng . a each health care service provided
Cost Care's Workers' Compensation Case Man-- - He performed such a study of
agemdnt program is auni4ue c6mbination of Great-West policyholders, which
proven programs designed.to reduce overall- _. - . included 1,400 employers with 15
o . o - to 150 employees whose indemnity
C6mp costs by up to 25% while reducintindems plans included utilization review
nity costs and litigation at the same time. o — - Mr Motz found, for example, that
Caircost Caret6—day and find mb#bout -- --0 - while the number of days employ-
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v O* - tween 1986 and 1987
Mr Motz said this study led his
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Scholarship fund gains
as J&H tightens belt

By MARK A. HOFMANN

WASHINGTON-A scholarship
fund for students who plan careers
in risk management was beefed up
as a result of a pared-down hos-
pitality suite for Johnson & Hig-
gins at last week's 26th annual
Risk & Insurance Management So-
ciety conference.

J&H saved $30,000 by hosting a
.'ess lavish hospitality suite this
year than it has at past RIMS con-
ferences, and donated the savings
to the Robert S. Spencer Memorial
Foundation inc., an educational
assistance program sponsored by
RIMS.

The broker also is giving the
foundation an additional $29,500
as part of its employee gift-match-
;ng program, J&H Chairman Ro-

*rt V. Hatcher Jr. announced at
*the Spencer "beach party" on
April 17 at the Washington Hilton
and Towers.

The gifts will be used to provide
college scholarships to students
studying risk management, insur-
ance and employee benefits, Mr.
Hatcher said.

"This year, Johnson and Higgins
decided to do something unusual to
help rekindle enthusiasm and sup-
port from everyone here-risk
managers, underwriters and bro-
kers-because we all depend on the
quality of the young men and
women entering our field.

"We call our effort 'Food for
Thought' because we've taken
funds that would ordinarily go for
food at our J&H hospitality suite-
that's $30,000-and are donating
that money to the Spencer Foun-
dation scholarship fund,"” Mr.
Hatcher said.

The gifts were meant to under-
score the fact that the annual
RIMS conference is an educational
meeting and not an occasion for
"overly luxurious hospitality
suites," pointed out Seth S. Faison,
J&H vp.

Education is the "lifeblood of
our industry,"” Mr. Hatcher said.
The scholarships made possible by
the gifts will go to the "best and
brightest students interested in be-
coming risk management profes-
sionals" in an effort to "pass the
torch to a younger generation."

Mr. Hatcher said that "by mak-
ing this gesture, we're trying to en-
sure that the Spencer Foundation
scholarship program endures."

In addition to the J&H gifts,
more than $85,000 has been raised
this year by the Spencer Founda-
tion's fund-raising committee,
which is chaired by Business In-
surance Publisher Alfred Malecki.
The foundation awarded five
$2,500 scholarships this year.

In addition to the money raised
by not providing what Mr. Hatcher
called "tables overflowing with
lavish hors d'oeuvres," every J&H
director, branch manager as well
as many employees made personal
donations to the educational orga-
nization, he said.

J&H matched the money raised
through individual donations on a
2-for-1 basis, bringing the per-
sonal gifts total to $29,650.

Mr. Faison explained after the
award announcement that the 2-
for-1 matching gift program ap-
plies to all donations of up to $500
made to accredited colleges by
J&H employees.

The announcement of the gifts

was made amid a scene more re-

miniscent of an early 1960s beach
weekend than that of a cloistered
university, but it was still in keep-
ing with the emphasis on youth
made by Mr. Hatcher in his brief

address.-

Although neither Annette Funi-

cello nor Frankie Avalon made an

appearance, the dress of many in
attendance was definitely more
Beach Boys than Brooks Brothers,
and their mood was more Myrtle
Beach than Connecticut Avenue.

Amid Boardwalk-like game
booths, partygoers munched beach
fare such as foot-long hotdogs and
soft pretzels, while a band blasted
out summertime hits such as
Tommy James and the Shondells’
"Mony, Mony."

After Mr. Hatcher's announce-
ment, beach balls filled the air over
the crowded dance floor.

Spencer Foundation Chairman
James C. Newton Jr. called the
event "one of the benchmarks in

the history of the Spencer Founda-

tion.”
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Spotlight report

Exhibits offer ove rvi ew of benefit options

By DONNA DiBLASE

WASHINGTON-Risk and bene-
fits managers will find themselves
better armed to fight rising health
care costs after touring a benefit
management exhibit last week.

Everything from wellness pro-
grams and health risk appraisals to
utilization review and prescription
drug cost containment programs
were displayed at the 26th annual
Risk & Insurance Management So-
ciety conference.

Vendors lured benefit managers

to their booths in the exhibition

hall with attractions ranging from
wildlife and roses to interactive
video kiosks and pill bottles filled
with candy.

Omaha, Neb.-based Mutual of
Omaha Cos. entertained booth visi-
tors with a menagerie that in-
cluded an eagle, a bear cub and
an owl, reinforcing the insurer's
reputation as sponsor of the televi-
sion series "The Wild Kingdom."

Mutual of Omaha also offered
advice and information to benefit
managers on its group health and
employee benefit services.

Control Data Healthcare Ser-
vices of Richardson, Texas, which
offers a variety of health care cost
containment services, offered visi-
tors silk roses and candy.

Control Data Healthcare, a divi-
sion of Minneapolis-based Control
Data Corp., offers benefits claims
administration complete with cost
management reports, financial
analysis reports and special dental
cost and savings reports, according
to Alan S. Jones, executive director
of benefit services.

The company also offers utiliza-
tion review services and a health
promotion program called
StayWell. In addition, an employee
assistance program known as
EAR-a voluntary confidential
counseling and referral program-
is available from the company.

The Travelers Corp. of Hartford,
Conn., unveiled its HealthTouch
health promotion interactive video
at the meeting.

The kiosk features a touch-sensi-
tive video screen that takes partic-
ipants through a series of short
video sequences on subjects such
as managing stress, losing weight,
dieting and exercise.

"The application of HealthTouch
will be for fithess centers and em-
ployers with corporate wellness
centers," explained Craig S. Rus-
sell, national marketing director
for the Center for Corporate
Health Promotion, a unit of Tra-
velers.

Travelers also offered benefit
managers a health risk appraisal.
An interactive personal computer
program included questions about
weight, diet, stress and chronic ill-
nesses, and then informed the user
of his or her overall health status.

Visitors to a booth sponsored by
Thrift Drug Co. could enjoy a
"dose" of M&M chocolate candies
as they used a computer program
to project savings under a mail-
order prescription drug program.

The company, a division of New
York-based J.C. Penney Co., offers
a program under which employees
who use maintenance drugs-such
as insulin or high blood pressure
medication-can order a 90-day
supply of the drug by mail. The
mail-order program, called
Express Pharmacy Services, saves
the employee and the employer
pharmacy dispensing costs because
the drug is ordered in bulk.

In addition, money-saving ge-
neric drugs are substituted for
name-brand drugs in most cases.

Employers save on prescription
drug costs under the program be-
cause employees order directly
from Thrift Drug, which charges
employers no start-up or adminis-

trative fees, according to Laurie L.
Archer, regional sales manager in
the Newport Beach, Calif., office.

The company's employer clients
include large emplc>ers, such as
San Francisco-based Chevron
Corp.

America's Pharmacy of Des
Moines, lowa, also privided infor-
mation on its mail-order prescrip-
tion program as we-1 as a kit in-
cluding throat lozenges, aspirin,
dental floss and Band-Aid brand
adhesive bandages.

"We dispense a 90- iay supply at
one time, so there are less claim
forms and only one d.spensing fee.
This is an importan: cost contain-
ment program because mainte-
nance prescriptions account for
about 10% of the average em-
ployer's health care dollar,” ex-

plained Wally Throndsen, regional
vp for the firm.

Benefit managers that adminis-
ter self-insured health plans
learned cf a new "niche" service

offered by Dallas-based Liaison
Inc.

The firm, which specializes in
workers compensation rehabilita-
tion services, now offers Liaison
Corporate Care. The new service
includes a cost containment audit,
which identifies an employer's cost
containinent needs.

Then, based on the findings of
the audit, Liaison offers its own
in-horse occupational health
nurses -0 work full-time on the em-
ployer's grounds. Under tha pro-
gram, the pmployer has the benefit
of having an in-house health care
coordinator for group heallh and

workers compensation eases witt-
out having to hire its own occup:-
tional nurse, explained Catherine
Marrs, Liaison president.

Employers pay from $25,000 to
$40,000 for the cost containmer.t
audit. A management contract,
which provides the employer with
an appropriate number of occupa-
tional nurses to coordinate care,
costs employers $120,000 and up
annually, she said.

Large group health insurers also
were on hand to discuss the.r
group health care offerings.

For example, Hartford, Conn.-
based CIGNA Corp. offered infor-
mation on its managed mental
health and substance abuse pro-
gram and its group universal life
insurance plans.

Benefit managers learned aboA
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these programs as they stepped
dcvn from CIGNA's golf prtting
green, which was complete with
gcli tournament sound effects like
"cohs" and "aahs" and applause.

CIGNA's managed mental health
c:re plan includes utilizaticn re-
view administered by its Wayne,
Pa.-based Intracorp unit and an
employee assistance program.

Intracorp offered benefit manag-
ers a comfortable place to sit and
review the variety of utilization re-
view and cost containment services
it provides.

The firm, which has provided in-
patient utilization review services
sinze the early 19805. is now devel-
oping outpatient review services,
according to Richard J. Calhoun,
vp of rehabilitation.

Continued on next page
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Continued from previous page
The Managed Health Services
division of Boston-based Johr
Hancock Mutual Life Insuranci
Co. offered information on its Pa-
tient Advocate Program, which in-
cludes a range of utilization review

ees with benefit questions.

Blue Cross and Blue Shield mar-
keting representatives were or
hand to discuss the non-profil
health insurer's HMO USA na-
tional network, as well as its othel
managed care services.

In addition, Equicor, the joinl
venture between New York-based
Equitable Life Assurance Societh
of the United States and Nashville
Tenn.-based Hospital Corp. oOj
America, offered literature on its
managed health care offerings.

Equicor currently is buildinE
HMO and PPO networks in several
states. The company also offers UB
services and publishes a variety 0j
surveys on health care trends anc
benefits concerns.

Utilization review vendors alsc
participated in the exhibition.

Minneapolis-based Health Risk
Management Inc. presented infor-
mation through both a video anc
brochures about its ReviewPlus
program and other services.

Representatives of Healthear€
COMPARE of Downers Grove, lll.
were on hand to discuss the com-
pany's venture into preferred pro-
vider organizations. The firm
which has provided UR services
since the early 1980s, is awaitinE
regulatory approval of a joint ven-
lure with Affordable Health Care
Concepts, a Sacramento, Calif.
I'PO contrading lirm.

Benefit managers also had a
chance to learn about the health
claims data base and information
systems of Ann Arbor, Mich.-based
MEDSTAT Systems Inc., which
targets employers with 15,00(1 01
more employees.

These employers supply MED-

claims information, which is
loaded into a computer data base.

Employers then can use a per-
sonal computer to access theil
health care cost information, as
well as normative data built from
the claims information of all the
employers participating in the data
base, explained Laurent Schor, re-
gional director for the firm's Bos-
ton office. MEDSTAT's data base
has information on more than 5C
million lives, he said.

Benefit managers also can use
the data base to do benefit plan
modeling, which is projecting the
cost effects of increasing deduct-
ibles or UR, he said.

The Alexander Consulting GrouT
Inc.,the benefit consulting division
of Alexander & Alexander Services
Inc., presented its interactive ben-
efits video. The touch-sensitive
video screen housed in a kiosk is
designed to help employers com-
municate benefit plans and work-
place safety programs, said
Thomas W. Hourihan, vp and man-
ager of special services marketing
in Baltimore.

The consulting firm displayed an
interactive video designed for De-
troit-based Chrysler Corp. The au-
tomobile manufacturer used the
video to communicate workplace
safety procedures.

The consulting firm also demon-
strated its personal computer pro-
gram for administering continua-
tion of benefits coverage. The
program helps employers to com-
ply with the reporting and notifi-
cation requirements of the health
care continuation provisions of the
Consolidated Omnibus Budget
Reconciliation Act of 1985.

The Alexander Consulting Group
also offers an ernployee research
consulting practice in conjunction
with the Gallup Organization Inc.
that helps employers to survey em-
ployees on benefits or workplace
changes so that the most effective
programs can be implemented. |
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Spotlight report

Benefits experts offer cost-cutting advice

By GLENN HUNTLEY

WASHINGTON-Benefit man-
agers should use every possible
weapon in the battle againsi end-
lessly risir.g health care costs, ac-
cording to a panel cf experts.

An effective benefit plan design
takes advantage of all available :1-
ternative health care delivery anc
administrative services, according
to speakens at a seminar held dur-

ing the 26th annual Risk & Insu--

anze Management Society confer-
ence last week.

In fact, one of the relatively few

areas in which employers can exer-
nse control over health care costs

.E .n rhe selection of a delivery sys-
tem, said Rik D. Lindahl, sen.or
manager of Peat Marwick Main &
Cc. in Dallas.

The panel also said :hat switch-
ind to a self-insured health care

1987 Results

A To»Protect Policyholded -

*

plan can reduce employers' health

For example Trammeil Crow Co.
saved $40000 the first year after
switching from an indemnity
health plan to a self-insurance
plan and purchasing stop-loss in-
surance over a $1.25 million reten-
rion, said Steven J. CE.taldo, risk
manager for tte Dallas company

In additicn. Rosewood Resources

Inc., which owns a hotel group,

saved about $200,000 annually by
self-insuring its health plan for its
1,500 employees, said Steve Wil-
lams: employee relations manager
fir the Dallas-based company.

But, the panelists stressed that
even under the most efficient ben-
efit plans, someone must pay the
bills.

And, cost-shifting to employees
through higher deductibles and co-
payments probably will continue
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as medical costs continue to soar,
Mr. Williams said. "I think most of
us are going to ask our ennployees
to share the burden in future
years."

The insurer or third-party ad-
ministrator selected to handle
claims also can have an influence
on the total benefit bill, the panel-
ists said.

However, employers too often
jump from one administrator to
another, searching for the most
cost-effective one, the panelists
said.

Letting competitive bids for ad-
ministrative services has been
"abused" by employers, Mr. Lin-
dahl asserted.

He explained that many employ-
ers have handled problems with
TPAs by repeatedly going out for
new bids.

But, companies that change ad-
ministrators frequently get a bad
reputation among TPAs and insur-
ers, he pointed out.

The panelists suggested that in-
stead of changing administrators
frequently, employers should make
sure they get the right help in the
first place.

For example, Mr. Cataldo said

Switching to a

self-insured health

care plan can reduce

employers' health

care costs.

his company set specific require-
ments for a TPA before asking for
bids.

Employers should look for qual-
ity claims handling, which in-
cludes more than just speedy pay-
ment, Mr. Williams said.

"If it's speed that you want,
there are some claims administra-
tors out there that who will pay as
fast as you want,” but it may not
be the most cost-effective TPA, Mr.
Williams said.

Mr. Lindahl also warned that
many TPAs and insurers can now
provide comprehensive data about
claims experience, but it will be of
little use to employers unless the
numbers provided are compared
with national norms and previous
experience.

"Data is not the same as infor-
mation,"” he said.

Performance standards can be
included in claims administration
contracts to assure that claims are
handled accurately and with a
close eye to possible overcharges,
the panelists said.

For example, in January, Rose-
wood Resources added imple-
mented claims handling standards
under which the administrator is
fined for errors in payments, Mr.
Williams said.

Audience members asked the
panel whether capping payment in
cases of acquired immune defi-
ciency syndrome could limit an
employer's exposure in these cases.

Mr. Williams said that such a
specific limit is almost certain to
bring a lawsuit.

"Sooner or later it's going to be
challenged,” Mr. Williams warned
the audience.

He added that despite frequent
stories about the high costs of
treating AIDS, the costs of each
of Rosewood Resources’ six AIDS-
related claims has been a relati-
vely modest $70,000 to $100,000
from diagnosis to death.

Len Vinsko, a consultant with
the Exeter Group in Richardson,
Texas, also was a speaker at the
session.

Mr. Cataldo moderated the dis-
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Fast incoming information about claims is a big
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service that helps multinationals maintain more
efficient management control. GMD also provides
you with local -language benefit booklets, marketing
and consulting support, and personalized on-site and
home office attention.

For more information, write The Group Manage-
ment Division, American International Group,
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Non-discrimination rules confusing for all

By JAMES M. BURCKE

WASHINGTON-Benefit man-
agers must begin preparations im-
mediately to comply with the
tough non-discrimination rules for
welfare plans that take effect Jan.
1, a benefit manager and a consul-
tant advise.

And, that preparation is likely to
be a tough job because of the reams
of data employers will need to de-
termine whether their plans are
discriminatory and because the
rules themselves are "in the realm
of the unintelligible,” explained P.
Joseph Walshe, with Coopers &
Lybrand partner in Washington.

"The more | read the rules, the
more confused | get,” said
Lawrence A. Cavanaugh, director
of employee benefits at United
Technologies Corp. in Hartford,
Conn. "Yesterday was not too early
to get started in regard to collect-
ing data,” he added.

Mr. Cavanaugh and Mr. Walshe
explained the welfare plan non-
discrimination rules contained in
the Tax Reform Act of 1986 at a
session during last week's 26th an-
nual Risk & Insurance Manage-
ment Society conference.

Members of the audience bom-
barded the two speakers with
queries about the provisions and
how their companies could comply
with the extremely complicated
rules. Many members of the audi-
ence moaned as Messrs. Cavanaugh
and Walshe detailed the rules.

"I don't know who thinks up

these things," said Mary Castro,
director of insurance and employee
benefits manager at IGA Inc. in
Chicago, who was skeptical of the
need for the tests. "Who's going to
benefit other than the government?
The employee isn't going to benefit
from these rules.”

A coalition of employers and in-
surers currently is lobbying Con-
gress to delay and simplify the
rules, whose purpose, according to
Mr. Walshe, is to "prevent discrim-
ination in favor of highly compen-
sated employees" (BI, April 18).

But, until the rules are changed,
employers must prepare for their
Jan. 1 compliance date, Mr. Walshe
and Mr. Cavanaugh agreed.

"There is one heck of a lot of
work to do before you can even
begin the tests,” Mr. Cavanaugh
pointed out.

"The biggest thing that employ-
ers can do now is to try to gather
the data,” Mr. Walshe said after
the session.

The non-discrimination rules
apply on a mandatory basis to em-
ployer-provided health care plans
-including dental plans-and to
group term life insurance plans.

According to Mr. Walshe, the
rules define highly compensated
employees as:

- Employees that own at least
5% of the company.

- Workers earning more than
$75,000 annually.

= Workers among the highest-
paid 20% of the workforce who
earn more than $50,000 annually.

- Corporate officers who earn
more than $45,000 annually.

The law subjects welfare plans to
three tests, according to Mr.
Walshe: The so-called 80% test,
which is also known as the alter-
native coverage test; the eligibility
test; and the benefits test.

The 80% test is the "easiest to
understand, but the hardest to
pass," he said. He also noted that if
a plan passes the 80% test, it does
not have to undergo the others.

Under the 80% test, a welfare
plan is considered non-discrimina-
tory if it covers at least 80% of the
company's non-highly compen-
sated ernployees.

It will be difficult for most com-

panies, especially those with cov-

erage options like health mainte-
nance orgarizaticns, to pass this
test because it is unlikely that one
plan would cover 80% of a corn-
pany's employees, he said. "When
you have more than one option, it
is almost impossible to pass the
80% test.”

In addition, he suggested that
employers probably would con-
sider individual coverage, coverage
for a worker and one dependent
and coverage for a worker and
more than ine dependent as three
different plans under the rules.

However, he noted that a corn-
pany can combine two plans under
the rules if the value of the plans
differs by 5 % or less. For examp_e,
an indemn.Ly plan and an HM.O
option rould be tested together if
the value of tho indemnity p_an

was set at $1,000 and the value of
the HMO was $950, he explained.

But when asked how a benefit
marager can determine the value
of a plan, Mr. Walshe replied:
"That's a good quest_on." He said
the Treasury Department has not
yet i.sued rules governing plan
valuation (BI, April 11).

Mr. Walshe also pointed out that
emplcyers must include part-time
emflcyees working more than 171,5

hours a week.

"That's ridiculous,” shouted one

member of the audience.

If a plan does not pass the 80%
test E must then undergo the eligi-
bility test. That test consists of
three parts, each of which must be
passed.

= The so-called 50% test. At

least 50% of those eligible for a

DO

plan must be non-highly compen-
sated employees.

- The so-called 90250 test. At
least 90% of non-highly compen-
sated employees must be eligible
for a plan whose value is at least
50% of that of the most generous
plan available to highly compen-
sated employees.

"This is going to be a problem
for your executive benefits plans,”
Mr. Cavanaugh said.

= The so-called non-discrimina-
tion provision or, as Mr. Cavan-
augh labeled i:, the "facts and cir-
cumstances" tfast. Und-.r this test,
an employer must pron that bene-
fits are not directed Et a limited
number of employees.

For example, a plan that covered
heart transplants only after it is
learned that the comT.any's chair-

*a

man needed such a procedure
could flunk this test, Mr. Walshe
explained. "I don't th nk many
plans will be hurt by this provi-
sion," he said.

If a plan passes all thrie eligibil-
ity tests, it still must p:ss the ben-
efits test before it is rul.,1 non-dis-
criminatory, Mr. Walshe said.

Under the benefits test the value
of the average benefit rovided to
non-highly compensated employ-
ees must be 759 of the value of the
average benefit provided to highly
compensated employees.

Mr. Walshe noted th:t it will be
difficult for employers to use the
eligibility and the benefits tests
until the Treasury releases guide-
lines on plan valuation.

"If the Treasury can'- 90 it, how
can employers?" he askec. |
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Treating mental iliness, drug abuse costly

By DEBORAH SHALOWITZ

WASHINGTON-The costs of
treating employee mental iliness
and substance abuse are only a
fraction of the price paid by em-
ployers, and employers must better
control those costs, benefit experts
say.

"The cost that we see in benefit
programs is often only a fraction of
the total cost to your corpora-
tions," said William Sharkey, vp of
health benefits marketing for
CIGNA Corp. in Hartford, Conn.

"Mental illness and substance
abuse are problems that cannot be
measured completely in dollars,”
agreed John D. Butler, general
directer of employee benefits for
Detroit-based General Motors

Corp. He pointed out that lower

productivity and lost work time
also are costs related to these
problems.

However, employee assistance
programs-commonly referred to
as EAPs-can help ' determine the
degree of illness" and control
costs, pointed out Charles S. Sapp,
assistant vp of the corporate em-
ployee assistance program for
CIGNA Corp.

And managed care approaches
can be used to cut costs, said Ed-
ward G. Meads, regional director
of marketing for the MCC Cos. Inc.,
a Minneapolis-based firm that
manages prepaid mental health
and substance abuse services for
health organizations and com-
panies.

The benefit experts, speaking at
the 26th annual Risk & Insurance

Management Society conference
last week, agreed that employee

benefit managers should pay at-
tention to the treatment of sub-

stance abuse and mental illness
because the incidence of these
problems is growing.

' The prevalence of these disor-
ders is increasing,”" said Mr. But-
ler. who moderated the session.

He noted that approximately 40
million people-about one of every

six people in the United States-
have mental disorders and that al-

coholism is the No. 3 cause of
death for adults.

Anc, about 10% to 20% of all
benefit dollars are spent to treat
mental illness and substance
abuse, Mr. Sharkey said.

Alr. Butler noted that General
Motors spent approximately $78

million to treat substance abuse
among its employees last year.

However, the real annual cost of
substance abuse to the company is
about $600 m.ilion, because of in-
creased accident rates, workers
compensation claims. absenteeism
and use of health care benefits, he
explained.

Thus "early identification (of
these problems) is of the utmost
importance,” Mr. Sharkey said.

One option for employers is ad-
ding an EAP to their benefit pro-
grams, he suggested.

Mr. Sapp of CIGNA said the pri-
mary purpose of an EAP "should
be to make it easier for the con-
sumer to access the system.”

Furthermore. an EAP-acting as
the "informal part" of the health
care system-ran educate people,

6, .1

improve morale and act as an om
budsman, he added.

After the session, Mr. Sapp ex-
plained that EAPs can be particu-
larly helpful in providing an objec-
tive assessment of a situation anc
sometimes can help to defuse em-
ployee anger-and prevent em-
ployee discrimination lawsuits.

He said that an internal EAF

organization with more than 3,00(
employees, while a smaller com-
pany probably should considei
hiring an outside EAP manager.

Mr. Meads of the NCC Cos. saic
there are two approaches to cut-
ting the costs of mental health anc
substance abuse programs.

First, employers can try adminis-
trative techniques, such as chang-
ing the design of their benefit pro-
grams, negotiating providei
agreements and instituting utiliza-
tion review programs.

Employers also can try to control
how care is provided to employees
he said.

For example, it is important tc
limit an employee's length of a stay
in the hospital, Mr. Meads empha-
sized. "The rate of admission is nol
nearly as critical as the length 01
stay.,” he maintained. Costs car
really skyrocket with long inpa-
tient hospital stays, he warned.

Also, whenever possible, employ-
ers should try to avoid inpatienl
care and choose outpatient care in-
stead, he suggested.

He noted that outpatient care is
much less intrusive and much less
expensive than inpatient care. "Wc
can do a lot of outpatient care foi
$300-which is probably about oni
day in a hospital.”

Mr. Meads predicted that 80% tc
85% of treatment for mental illness
and substance abuse eventuallb
will be provided in an outpatieni
setting.

Another "highly effective" anc
cost-efficient way to treat menta
illmess and substance abuse is
group therapy, Mr. Meads said.

Employers can "build in copay-
ments and deductibles" so employ-
ees have incentives to keep theh
treatment cost-effective, he added.

All of the speakers emphasized
that in addition to getting the righl
treatment in the first place, it is
important to keep the rate of re-
lapse down.

Mr. Butler said that GM requires
employees who have completed :
substance abuse treatment pro-
gram to participate in another pro-
gram to keep them from relapsing
There is a $500 penalty leviec
against those employees who dc
not complete the follow-up pro-
gram, he noted.

Collecting data on the effective-
ness of these cost-cutting ap-
proaches is difficult but important
the speakers agreed.

"The need for data is para-
mount,’” said Mr. Sharkey Oj
CIGNA. But "the data is difficult
to segregate.”

He also pointed out that costs re-
lated to substance abuse and men-
tal illness often are buried in other

health care benefit costs.

For example, some employees
might not want to admit to these
kinds of problems, so their treat-
ment is handled through the regu-
lar medical benefits package, Mr,
Sharkey said.

In any case, a company needs
good data to analyze the effective-
ness of its programs to treat mental
illmness and substance abuse, he
said.

Mr. Butler agreed that "data is
the key to this thing."

Marguerite A. Boslaugh, assis-
tant vp in the employee benefits
and health care group for Connect-
icut General Life Insurance Co., a
CIGNA unit in Hartford, coordin-
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Quick intervention key
to disability cost control

By GLENN HUNTLEY

WASHINGTON, D.C.-Long-
term disability programs designed
to encourage disabled employees to
return to work more quickly, as
well as diligent supervision by
management, can control LTD
plan costs, according to a panel of
benefit experts.

AN aging workforce and new
causes of disabilities, such as ac-
quired immune deficiency syn-
drome, have prompted an increas-
ing number of employers to
re-evaluate existing disability pro-
grams or offer new plans, said
James Crockett, manager of risk
and benefits for the Denver Board

of Water Commissioners.
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Some form of disability, includ-
ing back injuries, spinal cord dam-
age and arthritis, strikes about
17 % of the workforce annually, Mr.
Crockett said during a program at
the 26th annual Risk & Insurance
Management Society conference
last week.

And, disability payments from
state programs, Social Security,
workers compensation and em-
ployer programs have grown to
more than $160 billion annually,
said Richard H. Wille, executive vp
of Thomas L. Jacobs & Associates
Inc., a disability claims manage-
ment firm in Chicago.

But because long-term disability
benefits typically have amounted
to only 1% or 2%, of total payroll,
many employers have paid little
attention to their LTD programs
for years, Mr. Wille said.

However, employers can design
cost-effective disability plans that
still meet disabled employees’
needs, according to Mr. Wille.

He said those plans should in-
clude:

- Prompt rehabilitation. If re-
habilitation is not begun within six
months after a disability, there is
little chance of ever getting the
worker back to his job, he said.

Employers also should closely
monitor disabled workers, includ-
ing making occasional telephone
calls to check on their activities.

"The worst thing you can do is
wait two years and then try to do
something,” Mr. Wille said.

= Modified duty. Providing light
duty for injured workers who are
able to perform limited duties is an
effective method to get employees
back to work, he said.

Mr. Wille noted that a national
express mail company puts disa-
bled workers on light duty even if
it means moving them to another
city and paying the relocation
costs, Mr. Wille said.

- Aggressive pursuit of offset-
ting benefits. LTD plans should re-
quire employees to apply for Social
Security benefits against which the
employer's benefit payments can
be offset.

benials of Social Security bene-
fits should be appealed because de-
nials are reversed in some cases,
Mr. Wille added.

Also, some state disability pro-
grams offer extended benefits that
may overlap the employer's plan,
he pointed out.

- Limited benefits for disabili-
ties resulting from pre-existing
conditions. For example, some em-
ployers are limiting the amount of
LTD benefits they will pay new

employees who become disabled
because of AIDS.

Mr. Wille also stressed that while
LTD programs should be designed
to provide income for disabled em-
ployees, the benefit should not be a
disincentive to return to work.

For example, he said, some plans
provide benefits that amount to
120% of regular pay. "It's very
hard to get them back to work,"
Mr. Wille said.

LTD plans can generate immense
liabilities when younger workers
or high-paid executives become
disabled, he reminded the audi-
ence.

In one case, a 41-year-old execu-
tive claimed he was unable to
work, Mr. Wille said. The execu-
tive's $12,000 monthly LTD benefit
represents a lifetime liability of
more than $3 million to his em-
ployer.

However, employers should
promptly pay benefits to disabled
workers, Mr. Wille emphasized.
"Pay benefits due. No more, no less
and pay promptly,"” he said.

Mr. Crockett was session moder-
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Automated Jop Analysis Aids in Record Placements

From Minneapolis to Phoenix to
Portland, Maine, Crawford & Com-
pany Health and Rehabilitation
Services placed more than 5,200
disabled employees in jobs during
1987. Increased automation was a
major contributing factor to
Crawford's successful placements,
which increased professional
productivity and resulted in sub-
stantial return-to-work cost savings
for several employers.

Operational in all Crawford &
Company major Health and Rehab-
ilitation locations, the Crawford
Occupational System (COS) is an
indispensable resource to the com-
pany's 700 medical services and
vocational staff. Through COS,
rehabilitation counselors can access
a bank of over 12,300 job titles and
skills descriptions from the U.S.
Department of Labor's Dictionary
of Occupational Titles (DOT). Its
electronic skills transfer determina-
tion is a valuable tool for accurately
placing disabled workers.-

Since April 1985, the informa-
tion provided by CC S has also
helped employers to modify an
increasing number of jobs to
accommodate disabled workers,
according to Crawford Vice Presi-
dent G. Berk I¥nch, Ph.D.

Crawford's rehabilitation coun-
selors utilize COS through the
company's entire Return-to-Work
process. Through a series of

screens and menus, COS aids the

Crawford Health
& Rehabilitation

Introduces New

WCAudit System

A computer-based system pro-
viding audits of medical services
bills for Workers Compensation
cases is now available from
Crawford & Company Health and
Rehabilitation Services.

The provider audit program has
been designed to provide effective
cost containment for fees from all
health care professionals, including
physicians, chiropractors, physical
therapists, etc. The system exam-
ines patterns of care and adherence
to schedules (in WC schedule
states) or "reasonable and custom-
ary" norms in the non-schedule
states.

The system complements Craw-
ford's manual hosptial bill audit

program. i

counselor to enter and store the pations, such as isolating the highest The system tt —- produces a
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We dont just call it our
Return-to-Work System:M
We get results.

Not every disabled claimant can return to work in the same
job as before the disability. But Crawford & Company's
RETURN-TO-WORK SYSTEM assures you that many will
reenter the work force in jobs that suit their present sKkills.

The Crawbrd
Return-to-Work

System-

Our professionals in Health and Rehabilitation assess skills,
motivate people, and-most importantly-find jobs.

04 Weearn your confidence . . . oneassignmentatatime.

MORE INFORMATION
on Crawtord's money-saving

Return-to-Work System For more information, send coupon or write:

L. Patrick Norton

1 N.... Assistant Vice President
1 Title Crawford & Company
’ Company Health and Rehabilitation
Services
Address A 7;p 5620 Glenridge Drive C raW! El I I !
1 Phone P.O. Box 5047 RISK MANAGEMENT SERVICES

Atlanta, GA 30302

HEALTH ANO REHANUTARON
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Payers urged to stop doctor ove rcharging

By DEBORAH SHALOWITZ

WASHINGTON-Employers, in-
surers and claims administrators
must stop doctors from overcharg-
ing to control rising health care
costs, employee benefits experts
say.

While there are many reasons for
escalating physician costs, one of
the main factors is that many doc-
tors are deliberately overcharging
patients, the experts assert.

"Physicians are lining up at a
feeding trough with a no-holds-
barred attitude,” said Dr. Robert
K. Maddock Jr., medical director
of the Medical Review Institute of
America, a Salt Lake City-based
claims review consultant. -

"The biggest challenge" facing
health care consumers today "is to
eliminate the most prevalent medi-
cal procedure being practiced
today-the wallet biopsy,"” de-
clared Samuel X. Kaplan, chair-
man of the board of U.S. Adminis-
trators Inc., a Los Angeles-based
third-party claims administrator.

Speaking last week at the 26th
annual Risk & Insurance Manage-
ment Society conference, Dr. Mad-
dock, Mr. Kaplan and others told
employee benefits managers that
there are many ways physicians
overcharge patients.

The task for health care consum-
ers is to "try to discover the good
guys and the bad guys," Dr. Mad-
dock said.

To weed out the "bad guys,”
benefit managers need to look for
several warning signs, he noted.

For example, unbundling-
breaking down the components of
procedures and billing them se-
parately-can actually increase
costs, he said.

He advised employee benefits
managers to add up all the unbun-
dled charges on a bill to make sure
that the total does not exceed what
the procedure previously cost when

it was billed as one unit.

Also, doctors can change the
codes on their remittance forms so
that they are paid for services that
are more expensive than those that
were actually rendered.

"Upcoding .happens very fre-
quently,” Dr. Maddock asserted.

"You can't believe what physic-
ians send you on their codes," said
Dr. Robert D. Hertenstein, medical
director for group insurance at
Caterpillar Inc. of Peoria, lll.

Dr. Hertenstein said the com-
pany, which is self-insured and
administers its own claims, re-
classifies about 30% of the codes
doctors have marked on the forms.

Other problems to be aware of,
according to Dr. Maddock, include:
billing for services not rendered;
billing for unusual services and
unproven practices; billing for ex-
perimental procedures; billing for
treatment for pre-existing condi-
tions for which the beneficiary is
not entitled to coverage; billing for
any unusual costs; and a high level
of prescriptions.

"You need to track the practice
pattern of each physician,” Mr.
Kaplan said, advising benefits
managers to check the "mundane”
parts of a physician's bill, such as
the number of office visits per ben-
eficiary and the number of injec-
tions per beneficiary.

These can be clues to overcharg-
ing, he said.

Eventually, if physicians know
that an employer, insurer or claims
administrator is reviewing every
single charge on a bill, they proba-
bly will stop overcharging that
health care payer, Dr. Maddock
predicted.

However, if physicians do not
stop overcharging, they can be re-
ported to the local medical asso-
ciation or a criminal complaint can
be filed, he said.

Another way to lower physician
charges is to negotiate fees on a
group basis with local doctors that
do not usually practice together,
Dr. Hertenstein suggested. For ex-
ample, he said, a major employer .n
a town could get a group of doctors
together to come up with a reason-
able range of charges for specifiz
procedures.

"Consensus fees are far more
reasonable” than individual on€s,
he said.

Fees that are called "usual. cus-
tomary and reasonable"” often are
none of the three, noted Mr. K#-
plan.

With new or experimental proce-
dures, often "physicians don:t
know what to charge for things-
they just find out what someone
else charges,” Dr. Hertenstein

poinied out.

"You don't have to pay the most
to get the best quality,” asserted
Joe Charles, group director of em-
plo,.e benefits for Ryder System
Inc. .n Miami, which is self-insured
and administers its own claims.
Ryder has compiled a data base of
iniormation on more than 1,400
doctors and all of the hospitals in
Dade and Broward counties in
soutnern Florida, said Mr. Charles,
who moderated the session.

3>der's computerized Medfacts
system includes personal and pro-
fessional information, such as the
doctor's medical education, where
a residency was done, certification
status, the type of medical practice
and fees for certain standard pro-
eeil_res.

Medfacts also contains informa-

tion on the hospitals in the Miami
area, including how often a certain
medical procedure is performed at
different hospitals, the average
length of stay and the average cost
of various medical procedures.

The Medfacts information indi-
cates that physician and hospital
charges vary significantly-more
than 100% in some cases-for the
same procedures, Mr. Charles
noted. And, in many cases, physic-
ians who are not certified by the
state medical review board charge
more than those who are board
certified, he added.

To contain health care costs,
Ryder gives employees who request
Medfacts information on the five
least-expensive doctors or hospi-
tals listed by the computer for a
particular medical procedure.

Although getting a second or
third opinion from different doc-
tors before treatment is often ad-
vised to help health care consum-
ers avoid unnecessary procedures,
Dr. Maddock opined: "This is
rather futile because there's a
buddy system" among some phys-
icians to reinforce their judgments.

Caterpillar's Dr. Hertenstein ad-
vised the session attendees that
"anybody who has a sizable num-
ber of employees should administer
their own health plans,” claiming
that the savings do pay for the en-
tire cost of in-house administra-
tion of the health plan.

For example, last year at Cater-
pillar, physician fees dropped 1.6%
from the previous year and hospi-
tal fees dropped 1.8% from the pre-

vious year, he noted. -
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At Sun World, the only thing growing faster than its highly
rized, gourmet fruit and vegetables was the company itself.
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. accidents and injuries. And that could have affected
4 4.5 crops worth millions.
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would work with them to keep their employees productive.
And why they chose Argonaut for worker's compensation

coverage.

21212] 1150 f

f.a

7FT =S _:

1 »=F

144 . =aliT -7

o |



DUSEnNejb 1766-U-,UnCe, Apl-Il ZO, 1300 / OO

Deficit is changing benefit legislation

By JERRY GEISEL

WASHINGTON-Federal budget
deficits are forcing legislators to
chart a new course in drafting ben-
efits legislation, a congressional
staffer says.

Back in the 1960s, the easiest
way to address a social problem
was to propose a program involv-
ing federal dollars.

"It was easy. The (federal) dol-
lars were there," said G. Lawrence
Atkins, minority staff director for
the Senate Special Committee on
Aging.

For example, Medicare, the sec-
ond largest federal benefits pro-
gram after Social Security, was
enacted in 1965 when there was

little concern about federal budget

deficits.

But by the 1980s, with federal
deficits at unprecedented levels,
Congress turned to employers to
provide benefit programs that leg-
islators wanted but the federal
government could not support.

"If the federal government can't
do it, Congress will make the em-
ployer provide the benefit. That is
what is going on," Mr. Atkins said.

Mr. Atkins, speaking last week at
the 26th annual Risk & Insurance
Management Society conference,
said the federal budget crunch has
had a direct impact on several
pieces of benefits legislation en-
acted this decade.

For example, during the 1980s,
Congress passed legislation shift-
ing the health care costs of workers
staying on the job past age 65 from
Medicare to employer-provided

health care plans.

In addition, without using any
federal dollars, Congress tackled
the problem of helping people who
lost health care coverage when
they were laid off or because of a
death or divorce through the
health care continuation provi-
sions of the Consolidated Omnibus
Budget Reconciliation Act of 1985,
Mr. Atkins said.

Under COBRA, employers must
extend group health care coverage
for up to 36 months to employees’
widowed or divorced spouses and
up to 18 months for former em-
ployees who quit, are laid off or
fired, except for gross misconduct.

While employers can charge ben-
eficiaries a premium equal to 102%
of their costs, a COBRA premium
still costs the beneficiary a lot less

than what he or she would have to
pay for comparable coverage in the
personal lines market.

The federal budget crunch also is
affecting benefits legislation is
more subtle ways, Mr. Atkins said.

He pointed out that during the
19705, when the deficit had not yet
emerged as a major problem, legis-
lators passed a series of rneasures
giving tax breaks to encourage em-
ployers to offer new benefit pro-
grams.

For example, in 1978, Congress
added Section 125 to the Internal
Revenue Code to give employees
the opportunity to choose between
a menu of cash and non-taxable
benefits without incurring any ad-
verse tax consequences.

Also in 1978, Congress added
Section 401 (k) to the tax code,

We assisted SunWorld in assembling the best on-call medical
people available in a region where physicians are a scarce resource.
And we did so cost effectively

We also tailored the program to precisely fit SunWorld's

Kes

business operation. Premium payment
schedules, for example, were structured around

' the harvest. And claims were efficiently pro-
cessed to meet the needs of a non-English speaking, transitory

work force.

Still, what was most important for Sun World is the fact we listened.
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an insurance program that takes into account the exceptions, not just
the rule. In other words, the kind of coverage that Argonaut delivers.
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Ar onat
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which, after the publication of In-
ternal Revenue Service proposed
regulations in 1981, gave employ-
ees lush tax incentives to save for
retirement through salary reduc-
tion plans.

But, as deficits grew in the
19804 legislators wanted to be sure
that the rich tax breaks it gave to
benefit plans were really resulting
in improved coverage for a range of
employees, Mr. Atkins said.

"If tax breaks were offered, the
coverage had to be broad,” Mr.
Atkins said.

And, legislators took steps to cut
back tax breaks to the highly com-
pensated who may have -overben-
efited" from benefit plans, he said.

Congressional concern that
highly paid employees received a
disproportionate share of the ben-
efits resulted in the slashing-as
part of the Tax Equity and Fiscal
Responsibility Act of 1982-of
maximum pension benefits and
contributions.

Under TEFRA, the maximum
annual benefit that could be
funded through a defined benefit
pension plan was rolled back to
$90,000 from $136,425, while the
maximum annual per-employee
contribution that could be made to
a defined contribution plan was
cut to $30,000 from $45,475.

In the same vein, to promote
greater equity in benefit plans,
TEFRA also mandated that "top-
heavy" pension plans-those plans
in which at least 60% of benefits
went to key employees-would
have to offer rapid vesting sched-
ules.

This congressional desire to
broaden benefit coverage con-
tinues to shape more recent legisla-
tion, Mr. Atkins said.

For example, concerns of equity
were directly behind adding Sec-
tion 89 to the tax code in 1986.
Section 89 specifies what percent-
age of low-paid workers must be
covered or eligible to participate in
a welfare-type plan for the plan to
be considered non-discriminatory.

Section 89 was an effort to force
employers to provide equitable
benefits to the lower-paid half of
the workforce, Mr. Atkins said.

"Members want broad coverage
under benefit plans,” he said.

But some congressional efforts to
broaden coverage, however well-
intentioned, are going too far, Mr.
Atkins said.

For example, while Mr. Atkins
said he has no quarrel with Section
89's intent of broadening coverage,
he said legislators and their staffs
made the law much too complex.

"It was an attempt to deal with
every possible abuse" resulting in
a maze of complexity, he said.

While the budget deficit and eq-
uity concerns are driving benefits
legislation, employers are putting
up few roadblocks to try to de-
rail those proposals.

Indeed, Mr. Atkins labeled bene-
fits as a kind of "free fire zone” in
which legislators and staff have
been able launch attacks without
incurring any political repercus-
sions.

While benefit trade groups do
battle on Capitol Hill to defend
benefit programs, individual em-
ployers rarely focus on benefits in
their discussions with their repre-
sentatives.

"A CEO meeting with a member
(of Congress) would rarely discuss
a benefit issue. So, members say,

'Who cares?’ The fact is no one is

lobbying very hard,” Mr. Atkins
said.

As a result, when congressional
staffers come up with benefit pro-
posals, there often is little review
by congressmen, he said.

Indeed, as many benefit lob-
byists in Washington know firsl

Continued on nezt page
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C.O.B. AND COBRA SAVINGS

Nearly 30% of all group health claims involve duplicate coverage. Major insumrs inves.
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Benefit bills

Continued from previous page
hand, several major pieces of bene-
fits legislation, such as COBRA
and Internal Revenue Code Section
89, were drafted by congressional
and administrative staffers behind
closed doors with no input from
employers and little scrutiny from
congressmen.

However, when employers try to
be heard, their voices can make a
difference, says an insurer.

"One voice or two voices can't
solve a problem. They (legislators
and staff) have to hear from many
of you," said G. Robert O'Brien,
president of CIGNA Corp. s Em-
ployee Benefits & Health Care
Group in Hartford, Conn.

"With your active participation,
you can have an influence,"” Mr.
O'Brien added.

Indeed, Mr. Atkins said a wave
of employer protests late last year
convinced legislators to strip a
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provision from a House-passed
deficit reduction bill that would
have curbed the tax advantages of
flexible benefit plans.

Under that proposal, a $500 cap
would have been placed on the
amount of pretax salary that em-
ployees in flexible benefit plans
could contribute toward uncovered
benefit expenses.

In addition, employees covered
by flexible benefit plans that offer
a choice between non-taxable ben-
efits and cash would have been
taxed on the amount of cash they
could have received over a $500
threshold, even if they rejected the
cash and selected additional tax-
free benefits (Bl, Nov. 9, 1987).

While the flex tax cap seemed
likely to be accepted by a confer-
ence committee after it sailed
through the House, the tide turned
when hundreds of employers began
to lobby against the proposal.

"It was stunning how many em-
ployers had flexible plans-not
just high-tech firms, but state and
local employers as well,” Mr.
Atkins said.

And, employer gripes about the
complexity of Section 89 non-dis-
crimination tests also are begin-
ning to sway congressional
staffers.

Mr. Atkins, for example, ac-
knowledges there is a potential for
a congressionally ordered delay of
the non-discrimination rules, as a
new employer/insurer coalition is
seeking (BIl, April 18).

In other areas, though, employer
lobbying has yet to sway congres-
sional thinking.

Despite lobbying efforts, Mr.
Atkins believes that it is likely
Congress will approve some ver-
sion of an amendment attached to
a Senate-passed bill to expand
Medicare that would require em-
ployers that cut back their retiree
health care plans-when benefits
are duplicated by the expanded
Medicare program-to pass any
cost savings onto retirees (BIl, Nov.
16,1987).

Under this amendment, proposed
by Sen. Donald Riegle, D-Mich.,
retirees would be entitled to addi-
tional cash or new benefits from
their former employer that equals
the "actuarial value" of any com-
pany-provided benefits employers
eliminate because they duplicate
Medicare benefits. Generally, these
savings would have to be passed on
for one year.

Mr. Atkins calls the Riegle
amendment "simple social jus-

tice," noting .retirees should re-
ceive some kind of rebate because
they will be paying for benefits
formerly provided to some extent
by their employers in health care
plans that supplemented Medicare.

However, Mr. Atkins believes
Congress will resist efforts to ex-
pand the original Riegle amend-
ment to require employers to pass
on cost savings each time Medicare
is expanded.

Mr. Atkins also said:

« While Congress is increasingly
concerned about improving access
to health care, legislation intro-
duced by Sen. Edward Kennedy,
D-Mass., requiring employers to
offer a "minimum” health care
plan is' unlikely to gain steam for
three or four more years.

= Congress has no plans to enact
legislation that would make em-
ployer-provided retiree health care
plans the primary payer of retirees'
health care bills.

The cost of such a change would
be unaffordable to employers and
companies would move to elimi-
nate their programs.

- If Congress gives tax breaks to
employers to prefund retiree
health care liabilities, legislators
also will lay down vesting and par-
ticipation standards for the pro-
grams.

The session moderator was C.S.
Rehm, manager of health care and

insurance at E.lI. du Pont de Ne-

mours & Co. of Wilmington, Del. |
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Cost-containment short of expectations

By MICHAEL BRADFORD

VWASHINGTON-Health care
cost containment methods have not
worked as promised, and the next
decade will see some changes in
those programs, experts say.

"There has been an enormous
disappointment with at least the
first round of cost containment
programs. And it is a disappoint-
ment that we might not be reach-
ing our goal,” David L. Rosenb-
loom, president of The Health Data
Institute in Lexington, Mass., told
a group at the 26th annual Risk &
Insurance Management Society
conference last week.

"Our goal after all was to get
better value for our medical care
expenditures and many people
were more blunt to say our goal
was to contain the rising cost of
health care,” he said. "And we
haven't, in fact, had material sue-
cess as a society in doing that.”

Health care costs, Mr. Rosenb-
loom pointed out, continue to out-

distance the rate of inflation.

"We were given outrageous pro-
mises as to what so-called cost
containment programs could do for
us. And now that that hasn't hap-
pened, we're unhappy," he re-
marked.

Unfortunately, "Most of us are
getting 18% to 60% increases in our
premiums or reserves for health
care costs in 1988 and, | can tell
you, you're probably going to see
similar numbers for 1989," he said.

Mr. Rosenbloom said he believes
that if costs continue to rise and
cannot be controlled by managed
care programs, the task of provid-
ing affordable health care is going
to fall into the lap of the federal
government.

"My prediction is that utilization
management, which is essentially a
private-sector attempt to define
and enforce medical standards of
practice, is perhaps the last-ditch

effort of the private sector," said
Mr. Rosenbloom.

"l think most of us feel that we
have shifted as much of the burden
as we can to our employees and our
families," he said, "and that if uti-
lization management does not sue-
ceed. . .then | think that most of us
are going to throw our hands up
and tell the government that it
should do it.

Mr. Rosenbloom pointed out that
legislation has been passed in Mas-
sachusetts to provide minimum
health care coverage for all resi-
dents in that state, and similar
mandates could be passed by other
states if current trends continue.

Carole L. Kennedy, senior vp of
managed care programs at ALTA
Health Strategies Inc. in Salt Lake
City, pointed to some trends she
sees emerging in the area of utili-
zation management in the 1990s.

There will be less freedom for
employees enrolled in managed
care programs to choose their
health care providers during the
next decade, she predicts.

"Exclusive provider organiza-
tions," in which "the providers in a
network are the only ones" that
can provide benefits under a plan,
will become more popular, Ms.
Kennedy said.

One advantageof such an ar-
rangement is that it allows more
aggressive negotiations for price
discounts from providers, she said.

In addition, there will be greater
controls placed on utilization of
medical services, Ms. Kennedy
noted. For example, outpatient
treatment expected to exceed a
certain cost threshold may have to
be pre-certified in future managed
care plans the way hospital visits
are pre-certified in today's plans,
she said.

Ms. Kennedy also believes there
will be more "specialty services

contracting” with providers during
the 19905.

Such specialty contracts would
provide "an area where you can
ensure not only some price dis-
counts, but you have quality con-
trol as well," she said.

There will be greater scrutiny of
providers in the years to come, she
said, particularly "where there is a
history of inefficient treatment” or
other difficulties.

And, surgery benefits in some
future plans may be allocated
based on the patient's ability to
pay, Ms. Kennedy predicted.

One area that has been deve-
loped in recent years to help offset
the cost of hospitalization has, in
some cases, itself produced dra-
matic health care bills: The cost of

home health care is getting too

high, Ms. Kennedy pointed out.
"I've encountered two cases re-
cently where it was less expensive
to keep the patient in an acute care
setting in a hospital” than to care
for the person in the home, she
said. Price discounts were later ne-
gotiated that brought the health
care costs low enough to move the
patient into the home, she added.
Jeffrey R. Weiner, executive vp
of U.S. Biosciences in Blue Bell,
Pa., said his company has deve-
loped a program that will make
home health care more affordable.
U.S. Home Hospital is "a system
that will bring hospital-level, hos-
pital-quality, specialized care into
the home," he said.
The program provides most hos-
pital medical services in the home
for a lower cost. But, he pointed

It's a war of wants.

Your employees want more benefits. You

want to contain costs. Still, if you say

"no," your best people may say "so long."

Now The Travelers introduces a new

kind of employee service. One that won't
tug at your company's purse strings.

It's called MoneyTracsm. A personal
money management service that can
immediately increase the value of your
employees' total compensation package.

out, U.S. Home cannot perform
rnajor surgical procedures or pro-
vide intensive care unit services or
radiation therapy.

He agreed with Ms. Kennedy

that in some cases "you can get so
overboard” with home health care

services that it costs more than
keeping a patient in a hospital, but
"not often. The vast majority of
times, the savings is two, three and
fourfold.”

U.S. Home Hospital brings back
a forgotten duty of the family phy-
sician, Mr. Weiner noted.

"We've basically gotten away
from house calls in medicine be-
cause the doctor is ill-equipped
within that little black bag to
bring anywhere near a semblance
of quality in today's medical en-
vironment into the home," he said.

However, hospital costs are so
high today that care can be
brought to the home cheaper if it is
done properly, he pointed out.

Mr. Weiner's company is design-
ing mobile vans that will be staffed
with doctors and nurses who will
travel to the patient's home and
perform such procedures as elec-
trocardiograms and laboratory
services.

In addition, Mr. Weiner says U.S.
Home Hospital will provide some
"not-so-typical"” services, such as
diet and medical advice for elderly
patients, a 24-hour patient hot line
and coordination of community
services that local physicians may
not know exist.

The seminar was moderated by

Shelli Williamson, vp of sales for
The Health Data Institute. |

By helping them save, spend, borrow,
invest and protect their money more intel-
ligently. No matter how much money they

make.

MoneyTrac is a package of money man-
agement services your employees will make
use of every day. Brought right to where
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Employers urged to gath

By DONNA DiBLASE

WASHINGTON-Employers
must compile claims information
from their retiree medical plans so
they can project their current and
future liabilities under the plans,
benefits experts say.

This information is especially
important in light of new retiree
medical plan accounting and dis-
closure requirements and in antici-
pation of congressional action on
the plans, they said.

These warnings were made in a
session on post-employment medi-
cal benefits during the 26th annual
Risk & Insurance Management So-
ciety conference last week.

"Our estimate of employers’ lia-
bilities for current retirees’' medi-

cal benefits is $80 billion. And

that's considered a low estimate,”
said Deborah Chollet, a senior re-
search associate with the Employee
Benefits Research Institute, a
Washington-based benefits think
tank.

According to a U.S. Census Bu-
reau survey of income and retiree
medical program participants,
some 80% of current retirees co-
vered by employer-sponsored med-
ical plans have a portion of that
coverage paid for by their former
employers, Ms. Chollet said.

Employer liabilities for these
plans will continue to grow as the
federal Medicare program con-
tinues to reduce the coverage it
provides to retirees age 65 and

over.
"A 2% reduction in Medicare

spending means billions of dollars

for employers," Ms. Chollet noted.

Since the federal Deficit Reduc-
tion Act of 1984 imposed restric-
tions on employers' ability to pre-
fund their retiree health care
plans, employers have adopted the
"pay-as-you-go" approach to
funding the plans.

Consequently, most employers
lack reporting and identification of
their liabilities under the plans,
the experts said.

To limit their liabilities to future
retirees, some employers-like
Minneapolis-based Pillsbury Co.-
have amended their retiree medical
plans, defining the dollar amount
they will contribute and requiring
more cost-sharing by retirees, the
experts noted (Bl, May 18, 1987).

Both Congress and the Financial
Accounting Standards Board, a

line onbenefits costs
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Stamford, Conn.-based non-profit
private sector accounting stan-
dards organization, are expected to
take action on the funding of and
accounting for these benefits.

In 1984, FASB released its State-
ment No. 81, which requires em-
ployers to disclose the benefits
provided and groups covered by
post-employment benefit plans
other than pension plans.

The statement also requires em-
ployers to state the cost of the
plans and their accounting and
funding policy, explained Diana
Scott, project manager of FASB's
post-employment benefits policy
group.

The group now is working on an
accounting method for calculating
future retiree health care costs, she

said.
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"The estimates we've seen of em-

ployers' future obligations for
these plans range from $125 billion
to $2 trillion. So, there are three
major issues we are examining:
whether there is an obligation that
meets the definition of a liability;
how this obligation should be mea-
sured and to what it can be attri-
buted; and how employers should
make the transition from pay-as-
you-go to pre-funding,” she ex-
plained.

The FASB policy group is exa-
mining accounting assumption
procedures for these costs such as
looking at the annual incurred-
claim costs and adjusting this cost
according to the overall health care
cost trend rate and according to
Medicare reimbursement, she said.

The group does not expect to
have a final accounting statement
prepared until the end of 1989, and
Ms. Scott added that provisions of
the statement probably would not
be effective until 1992,

In addition, Congress is consid-
ering several legislative measures
regarding post-employment medi-
cal benefits.

However, "there are three basic
issues Congress needs to considei
before legislative activity begins,
said Phyllis Borzi, counsel for pen-
sions for the U.S. House of Repre-
sentatives Subcommittee on Labor
and Management Relations.

Mainly, Congress needs to exam-
ine "what is the nature of the em-
ployer promise to provide retiree
medical benefits. After this, it
must consider what is the liability
of providing the benefits and then
whether these benefits should be

funded, and if so, how," she said.

Some of the proposals Congress
is considering include:

= A Reagan administration pro-
posal that recommends amending
the tax law to permit tax-free
transfers of an employer's pension
funds to retiree medical plans.

O A proposal to extend the
health care continuation provi-
sions of the Consolidated Omnibus
Budget Reconciliation Act of 1985
so that retirement would be con-
sidered a qualifying event How-
ever, instead of the normal contin-
uation right of 18 months, retirees
would be able to continue coverage
until age 65, when Medicare
begins.

= Various proposals relating to
pre-funding of retiree medical
plans, including H.R. 2860, intro-
duced by Rep. Rod Chandler, R-
Wash. This would establish "vol-
untary retiree health plans” that
would be designed like defined
contribution pension plans and be
subject to all tax and pension rules
applying to defined contribution
plans (Bl, May 4, 1987).

Under the plans, employers
would contribute the lower of: 25%
of an employee's compensation or
$1,500 for employees under age 50;
25% of compensation or $2,000 for
employees aged 50 to 60; or 25% of
compensation or $2,250 for em-
ployees over 60 (BI, July 6, 1987).

Employers need to adopt a plan
of action for their retiree medical
plans, said Adam Reese, an actuary
in the Washington office of benefit
consultant The Wyatt Co.

"Call your claims administrator
to collect the needed claims infor-
mation. Call your lawyer to deter-
mine your legal obligations under
your retiree medical plan. And call
your benefit consultant to design a
plan to meet the needs of employ-
ees, retirees and the company's fi-
nancial objectives," Mr. Reese sug-
gested.

Also sittihg on the panel were
Don Caton, a consultant in Wyatt's
Atlanta office, and moderator Ri-
chard D. Gapen, director of ben-
efits for Contel Corp., a communi-
cations company in Atlanta.
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Mergers impact work comp costs

By The Insurance institute
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4 R.M. exercises

Woodstock to reconsider more
carefully its full-retention position
Administratively, Woodstock needs

Thefollowing question and answer Oak, identify, and describe in detail, compensation exposures either more to bear in mind its employees'
are drawn from the curriculum for the three other critical considerations that or less attractive for Woodstock They attitudes toward Woodstock as a

Associate in Risk Management

Woodstock should consider in

would be more attractive if a larger claims administrator, remaining alert

to any signs of hostility or abuse of the

as Institute of Amenca They represent retention or adopt an alternative risk organization made aggregate claims system 8ecause of Woodstock's dual

the type Of question asked-and the

fmancing technique for work comp

possible answers-in one ofthe three exposures

examinations for the AR M
designation

&0 The decrease in Woodstock's

6,.. This month's exercise explores some liquidity probably would make
%™ of the ways merger activities affect

risk management deciszons through
their impact on the overall financial
condition of the surviving

organtzatzon

The Woodstock Lumber Mill has

Just purchased a smaller firm that
specializes in lumber used for

hardwood flooring This purchase has cash availability might make it more retention on this exposure
difficult for Woodstock to qualify as a

position of Woodstock In addition, the self-insurer for workers compensation merger, Woodstock should consider

significantly decreased the liquidity

new subsidiary, Pin Oak, has had a
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,# mother In March 1983, they rented a house in

high frequency of workers comp
claims in the past year.

retention of workers compensation

claims less attractive because the new variability of the amounts of

Woodstock would have less

cash-relative to its compensation
exposures-than did the former

more predictable and, therefore, more role as both employer and
easily budgeted for the new compensation payer
organization Moreover, if a work comp insurer
Higher claims frequency also could were to offer Woodstock loss control
make retention less attractive if the services that are technically superior
greater number of claims increased the to--or less costly than-those on
which Woodstock now relies, access to
individual claims and, thus, reduced
the predictability of Woodstock's

claim payments Furthermore, the

this improved insurer service may
prompt Woodstock to withdraw at
least partially from its current

organization Less cash would reduce greater claims frequency could make retention strategy

the new organization's ability to

endure fluctuations in compensation Woodstock to absorb in full, thus

total compensation cost too great for Regulatory changes also may lead

Woodstock to re-evaluate its position

loss experience Furthermore, reduced requiring it to reduce or eliminate its For example, if premium taxes on

under the applicable state statute(s).

Under some unusual circumstances, matters in deciding whether to

however, reduced liquidity might

Explain how each of the following make some workers compensation

could reasonably be expected to affect retention more, not less, attractive to exposures

Woodstock's decision to continue to

Woodstock. Rather than paying

fully retain its workers compensation insurance premiums before workers
compensation claims arise, Woodstock Insurance premium rates were to fall

exposure

4 The decrease in Woodstock's

liquidity

might find that it is able to control
larger amounts of cash over longer

7 The acquisition of a firm with a periods-improving its deficient
18- high frequency of workers

compensation claims

INn addition to the considerations

liquidity-by paying claims as

individual benefit payments fall due. attractive, the opportunity cost of
8,0 Increased claim frequency could workers compensation retention

associated with the acquisition of Pin make retention of workers

commercial coverages were to fall or if
Aside from factors related to the work comp self-insurers were to
become subJect to premium taxes as if
cost, administrative and regulatory they were insurers, Woodstock's
current retention strategy could
maintain or modify its current full appear less attractive The same result
retention of workers compensation could stem from regulators becoming
more stringent in supervising the
With respect to cost, full retention activities of self-insurers

would become less attractive if

The sample questions and answers
used in this column are taken from the
Associate in Rzsk Management desig-
nation curriculum of the HA. For more
informatzon on the content Of the
ARM program, tonte Dr G L Head,
Vp, Insurance Institute of Amenca,
P O Box 314, Mal-vern, Pa 19355

or if the cost of qualifying as a

self-insurer were to increase

Furthermore, if retention of other
exposures were to become more

would become greater, forcing

Death benefits awarded to estranged wife

A wife separated from her working husband

sought workers compensation benefits for the

wrongful death of the husband, who died from
inJuries sustained on the job The Supreme Court of to her mother's house, while Danny first went to live their poor economic circumstances and his physical

Tennessee ruled that her separation from him was
mvoluntary and, thus, she was entitled to death

benefits

Danny and Gaylon Stack were married on July 18, divorce, their relationship improved and she

Legal briefs

with his mother and then his cousin

separation from Danny was lustified and not
voluntary within the meaning of the state law The
court cited as reasons for the involuntary separation

abuse of her Thus, the court said it was presumed

Although they continued to see each other, Gaylon that she was wholly dependent upon Danny under

filed for divorce in November After Gaylon filed for the workers compensation law Stack us Sawmilt,

Supreme Court of Tennessee, Feb 9, 1987

1982, and for a few months lived with Mrs Stack's reported that Danny stopped physically abusmg her (BU02/J -$10)

bills, she charged In May 1983, when they could not compensation benefits.

pay the rent, they agreed to separate Gaylon moved

Technology

Conttnued from prev:ouspage
and accessed for claim,

« correspondence and payments

- processes.

Image processing provides the
opportunity to access archived

M information directly at the work

86>

station This information is required
by customer service, financial, audit
and claim processing functions in
daily activities. Advancements in

industry relate to the-

- Complexity and diversity of
product administration.

- Ability to measure product
performance and utilization.

The state Supreme Court found that Gaylon's

The weekend before Danny's fatal accident, they
Hornsby, Tenn While living there, Gaylon alleged were together On the following Monday, Danny
that Danny began to drink excessively, stay out late sustained fatal injuries at the sawmill where he

and hit her He also failed to pay the rent and other worked Gaylon filed for but was denied workers

These abstracts were prepared by Cases Unlimited
Inc Copies Of these dects:ons are avadable by
sending a $10 check payable to Cases Unlimited to
Busmess Insurance, 740 N Rush St, Chicago, Itt
60611-2590 List the number for each opinion

a health insurer must Integrate a wide
array of claim, customer, provider,

clinical and financial data

- Developing responsive real-time
systems capable of accessing a wide
array of data
The available mainframe and data 0 Focusing on critical business data w

base technology can adequately elements for reporting systems

* Productivity and decision-support support the linking of the core systems - Downloading mainframe data to

activities.

* Quality and accuracy of data used reporting systems.

by functional organizations and

custonners

- Accessibility for specialized

terminal design, voice mail, electronic support functions

filing, text processing and printing
technology combined with effective
application software presents an
opportunity for insurers to rethink
and streamline their work flows and
procedures

The growing information system
requirements in the health insurance

- Flexibility in management
reporting systems.

As insurers view their transaction
processing and back-end reporting
systems, the need to establish an

integrated system architecture is

critical

The informational data structures

to the back-end financial and end-user organizations.

- Leveraging data captured for

The increased processing power of automation of decision-support

activities
When approaching the development {88
or purchase of systems to support
and query languages provide the end business functions, the primary focus '
user with the tools necessary for must be integration Health insurers 5
ad hoc report writmg and data should develop a strategy to utilize
and integrate advanced technologies
Successful insurers have met these to effectively meet their current and
informational requirements by

microcomputers, emergence of
relational technology and
advancements in fourth-generation

analysis

future business objectives Integration

- Designing an integrated data base will help the insurer realize the full

of architecture. benefits of the investment.



REINSURANCE AND THE LONG VIEW

The difference between one reinsurance company and another can come
down to something as simple as how they see an opportunity.

Look at every deal uncritically through the rose-colored glasses of poten-
tial profit, and itb possible to get overexposed. Do this too often and before
long, when your clients need you, you could be out of business.

On the other hand, look at every deal through a glass, darkly, and you
could be blind to opportunity A specialist in narrow thinking. A rigid,
frustrating company to deal with.

4 —— I 1

At NAC Re, we take a clear-sighted view of the realities of risk. Our under-
writing policies are flexible, but tempered by solid experience. We seek a
sensible, creative solution to every reinsurance challenge - but we seek it
within a consistent framework of sound underwriting judgement.

This approach has made us a stable, secure company, service oriented

and quick to respond. NAC Re, a company that takes the long view.
Greenwich, Hartford and New York.

We'll be there when you need us.

* Treaty Reinsurance Written Through North American Company for Property and - . -
Interme diaries
Casualty Insurance

* Facultative Reinsurance Written Directly A Member 01 the NAC Re Group. / I
-



36 / Business Insurance, April 25, 1988

Spotlight report

Risk managers go unheralded: Heydinger

By DONNA DiBLASE

WASHINGTON-Risk managers'
solutions to the recent hard prop-
erty/casualty insurance market as
well as the explosion in tort litiga-
tion comprise the most significant
chapter in risk management his-
tory, says the new president of the
Risk & Insurance Management So-
ciety Inc.

"The crisis in the commercial

property and casualty industry has

been covered extensively by the
media. However, what has not been
covered is the fact that risk man-
agers, who were faced with near
catastrophe, have dealt well with
these crises. This is the greatest
story never told,” said RIMS Pres-
ident Richard C. Heydinger, who
also is risk management director

for Hallmark Cards Inc. in Kansas .

City, Mo.
As the insurance market tight-
ened, "RIMS and risk management

G. L. HODSON & SON, INC.
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San Francisco, CA
415-362-1987

K)DAY.

professionals began communicat-
ing with each other through a host
of media, including conferences
and seminars,"” Mr. Heydinger said
at the RIMS membership breakfast
during the 26th annual RIMS con-
ference held last week in Washing-
ton, D.C.
"We developed

several alterna- _..,._,.
tives, he said, j
referring to such |

policyholder- t*

A.C.E. Insurance

1.ry,

Co. Ltd. and

Tortuga Casualty Mr. Heydinger

Co., Bermuda-

based Corporate Officers & Direc-
tors Assurance Ltd. and Barbados-

based X.L. Insurance Co. Ltd.

In addition, RIMS has been active
on the regulatory front-particu-
larly in pushing for the amendments
to the federal Risk Retention Act
and working on drafting a model
directors and officers liability bill-
according to Arthur P. Bostwick,
1987 RIMS president and risk man-
ager for Stone Container Corp. in
Chicago.

He also pointed out RIMS' invol-
vement in state regulatory efforts,

such as the bill under review in the

New York Legislature that would

prohibit brokers from placing busi-
ness with insurance companies that
are under control of the broker (BI,
April 18}.

"l believe that the commercial in-
surance industry would be living
with stifling legislation if it weren't
for our efforts,"” Mr. Heydinger as-

serted.

"Over the 1970s and early 1980s,
RIMS defined and established the
risk management discipline. The se-
cret to our success is our approach,
and that is that we have enabled the
profession to become a necessary
and integral part of business and
management,” Mr. Heydinger con-
tinued.

RIMS must continue its progress
by becoming "more anticipatory,”
according to Mr. Heydinger. "The
time to really enhance RIMS' par-
ticipation and action is in the soft
insurance market. We ask that you
give of your talent and time so that
the efforts of the risk management
profession will become the greatest
story ever told."”

Besides Mr. Heydinger, members
of the RIMS executive committee

are:

- Hal Johnson, vp-business and
industry liaison. Mr. Johnson is
director of risk management for
State Farm Insurance Co. in Bloo-
mington, Ill.

« Justin A. Murphy, vp-commu-
nications, and director of insur-

ance for Nestle Foods Corp. in
Purchase, N.Y.

- Robert W. Esenberg, vp-con-
ference planning. Mr. Esenberg is
risk management administrator for
the city of Virginia Beach, Va.

= Denis A. Julien, vp-education.
Mr. Julien is director of risk man-
agement for Florida Progress Corp.
in St. Petersburg, Fla.

= Cheri J. Hawkins, vp-finance
and treasurer. She is assistant
director of insurance for Weyer-
haeuser Co. in Tacoma, Wash.

» Ron Stasch, vp-governmental
affairs. Mr. Stasch is corporate
risk manager for Federal-Mogul
Corp. in Detroit.

- J.A. Bridger, vp-member af-
fairs and secretary. He is risk and
insurance manager for Canada
Packers Inc. in Toronto, Ontario.

- Barbara Fein, vp-research.
Ms. Fein is vp of risk management
at Nu-Med Inc. in Encino, Calif.

- H. Jay VVarner, first vp, and
director of risk management for
Hillenbrand Industries in Bates-
ville, Ind.

- Margaret P. Layne, chair of
the insurance committee. Ms.
Layne is risk manager for the Cali-
fornia & Hawaiian Sugar Co. in
Concord, Calif.

= Executive Director Ron Judd.

Also attending the breakfast was

Sen. Ernest (Fritz) Hollings, D-
sicC.

TOMORROW.

Z>ZZE»

At Hilb, Rogal and Hamilton, we believe that a good insurance sales
executive is persistent before the sale-but a great one is persistent
afterwards. Most of our executives have been with us between 10 and
20 years, making new sales...and keeping the good dients we have.
So, when an HRH executive sells you a program-he may be the last
insurance agent you'll see. But you won't have seen the last of him.

Hilb,RORaland
HamiltonCompany
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Custodial care costs concern experts

By MARK A. HOFMANN anticipate needs, sich as deter- tim's family will be able to handle the patient years of experience in their diea of
mining well in advance of the pa- the situation botb psychologically "It's really impoitant to look at expertise, she said They also must
WASHINGTON-The cost and tient's return home whether the and financially, Ms Sweene> ad- the whole picture" when handling have outstanding communications
handling of catastrophic injuries house needs major physical modifi- vised tte case of a catastrophically in- skills, because case managers act
and iliness and subsequent custo- cations to accommodate them The panelists also stressed the jured patient, stressed Ms as both the agent of the funding
dial care will be among the major If that determination IS delayed, need for family involvement in the Sweeney in an interview following source and as an advocate for the
health care issues of the 19905, an Dr Carle said, the Latient may be rehabilitation process and for the the session patient, said Ms Sweeney
expert predicts forced to remain unnecessarily in case manager to recognize when She added that nurses are often However, "the case manager is
Custodial care is a dollar the hospital for months driving the situation becomes too stressful the most cost-effective case man- there to do a Job, not to adopt the
issue," said Joseph L Romano, au- the cost of care even higher Dr Carle advocated a team ap- agers, because theb have received family,” she stressed
thor of "The Legal Rights of the To keep rehabilitation costs in proach to care for catastrophic in- what she termed a "holistic" edu- Lisa Budnick, manager-group
Catastrophically Injured,” bran- check, the person authorizing pay- jury, pulling together the phys- cation in behavior and medicine claims for the Guardian Life Insur-
dishing a wad of dollar bills to ment for modifications to a house ician, case manager, rehabilitation Effective clinical case managers ance Co of America m Philadel-
emphasize his point should make certain that the vic- specialist and family to work with should have at least four to six phia, moderated the session -
Mr Romano, an attorney with
Rosenstein & Romano in Norris-
town, Pa, cited two reasons for a
heightened emphasis on custodial
care improved health care, which
16 allowing the severely injured to
live much longer, and difficulty in
obtaining government funding for
custodial care
"Ronald Reagan's program>
don't want to pay for custodial
care," Mr Romano said during a o _ o
session at last week's 26th annual
Risk & Insurance Management So-

- 1+
ciety conference s o - ° A

INn addition, the breakdown in Iy
the traditional family Atructure has
forced many people who would <--
have been cared for by their fami- - - . - . -
lies in the past to seek care from
others, exacerbating the need for
custodial care, Mr Romano said in ' i 5'_ . ’4 5

. ===

an interview following the session
Catastrophic injuries and 111-
nesses are particularly costly be-
cause they often involve multiple
traumas, stressed Mr Romano and
other panelists
For example, 56% of all spinal v 41,
cord injuries are accompanied by . '
brain induries, said Dr Terry VV
Carie, president of Englewood, 14
Colo -based m-RES Inc , a medical 81 r
rehabilitation evaluation service
He also noted that there are 11
about 10,000 severe spinal cord in-
juries-those rendering their vic- s
tims paraplegic or quadraplegic-
each year And, roughly 250,000 of
these patients are currently living,
requiring "several hundreds of 1 *a 22

thousands of dollars in care per . . ay, i
life,” he said j,, Li=441 . .
In addition, most spinal cord in- m
Jury victims are men between the
ages of 18 and 25, who are disabled
at the start of their careers, Dr
Carle pointed out "They will need >»— |
care throughout their lives " r.r
"You have to accept that you
have a disabled person, that it will an 4. R -
be expensive and that you wiill -', 2 ’1 ' f|Sff’
need cost containment,” he said

4\

Brain injuries, which occur more 11 i’ v . 1114+
frequently than spinal cord in- - = Plal 4.14
Juries, are even more difficult to
treat because they are diffused . t ' 6*' ':422,3"f, eS* I =
rather than localized, according to /194*|jﬁ':1
Barbara A Marte, a vp at Rehabili- a7
tation Network Corp , a cata-

A 2« 0

strophic case management firm in r 43
Paoli, Pa 11
Ms Marte, who has developed a '241"
home-based rehabilitation pro- 415 1.YS %
gram for brain inlury victims, said - - iTS’ '
"Z+a, | TN Igh14
that one out of every 500 people v -3: 5%t 1 1, +4
sustains a head injury each year

The key to containing costs is €| _'_ f
planning, Dr Carle stressed —t
"Planning, including planning for
rehabilitation, may begin in the
emergency room," he added As the
patient progresses, the case man-
ager also must plan preventive
care, including regular check-ups,
blood tests and assessment of reha-

I%1<'91 1.

bilitation efforts, Dr Carle said
Case managers must remember
that by controlling costs of care,
they also often improve quality of - - -
care, said Marilyn F Sweeney, ex- © -
ecutive director of Rehabilitation
Network Corp = —
For example, making sure that
the patient is not being dragged
repeatedly from his or her house to
undergo unnecessary tests and
procedures results in both reduced
costs and greater patient care
And, the case manager should
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Dispute resolut

By JERRY GEISEL

WASHINGTON-AIlternative
dispute resolution procedures,
such as mediation and arbitration,
often can settle legal controversies
more effectively than long, drawn-
out trials, a panel of experts says.

"Alternative dispute resolution
is a better way of trying to recon-
cile competing interests and view-
points," said Jonathan B. Marks,
president of ENDISPUTE Inc,, a
Washington, D.C.-based firm that
specializes in assisting opposing
parties settle disputes outside of
the courtroom.

"Companies often don't consider
alternatives (to trials) which can
yield better results in a more cost-
effective manner,” Mr. Marks said
at the 26th annual Risk & Insur-

ance Management Society confer-
ence last week.

Alternative dispute resolution,
cr ADR, censists cf a wide range of
tools that help resolve disputes in a
cost-effective way.

In nearly every instance, the par-
ties in dispute select a neutral
third party, such as a retired judge,
to help resolve the dispute.

"Only your imagination limits
the use of ADR," said Daniel J.
Kelly, an a'.torney with law firm
Walkup, Shelby, Bastian, Melod:a,
Kelly, Ehcheverria & Link in San
Francisco.

According to MF. Kelly, ADR
may be appropriate when, for ex-
ample:

- There is a wide difference in
settlement offers between a claim-

ant and a defendant

e > < > x e —

iIon can cut trial time

- Both parties know that trans-
action costs, which include legal
charges and fees for expert wit-
nesses, are going to be substantial.

"ADR can avoid situations
where depositions are taken right
and left, a cost you ultimately pay
for,"” Mr. Kelly said.

= There is a neutral third party
that both sides can agree upon to
help resolve the dispute.

In the case where both a claim-
ant and a defendant favor a settle-
ment but they are far apart on
terms, a third party could decide
the amount of settlement through a
procedure known as a "high and
low" conference.

For example, a claimant may
seek $23,000 for an injury caused
by a defective product. while the
defendant may be willing to pay

only $10,000.

Prior to the conference with the
neutral third party, both the claim-
ant and the defendan: agree that
the third party can award no less
than $10,000 and no more than
$25,000.

Both sides then present their
cases, and the outside party selects
a figure that is closest to his or her
value of the case.

The advantage to the defendant
of such a procedure is knowing
that its liability will be capped,
Mr. Kelly said.

In some cases, ADR can expedite
a settlement when a defendant is
having internal battles deciding
how much it should offer to settle a

case.

In illustrating how ADR can re-
solve such internal battles, Mr.

SHIFTING

INTO

OVERDRIVE.

For nearly 25 years Combined has

been a leader in providing for the Group
LTD reinsurance needs of successful

companies. Now it's YOUR turn to prof-

it from our expertise, top sales support
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much more.
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Get the Combined Difference
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NSURANCE DIVISION

COMBINED INSURANCE COMPANY OF AMERICA

Kelly cites the case of an individ-
ual who lost his arm in a railroad
accident.

The worker was willing to settle
the case out of court for $600,000,
but the railroad president refused,
stating that no arm was worth that
much money.

Ultimately, when the case went
to trial, a jury awarded the acci-
dent victim $1 million.

Perhaps if ADR had been used
and an independent third party
placed a value on the injury, the
railroad president would have been
more inclined to settle the case,
Mr. Kelly observed.

"ADR can be effective as an edu-
cational tool.
the president thought he knew
more than the attorneys,” Mr.
Kelly said.

ADR techniques can be either
voluntary or binding.

One voluntary technique is
known as "shuttle diplomacy."
This technique is named after the
style of diplomacy of former Secre-
tary of State Henry Kissinger, who
shuttled between Israel, Syria and
Egypt to reach a truce after the
1973 Yom Kippur War.

As an ADR technique, shuttle di-

plomacy is used when all parties
want to reach a settlement but do

In the railroad case,

not trust each other.

The opposing parties tend to be
much more honest with the outside
expert.

Similarly, non-binding arbitra-
tion can be used when the plaintiff
gives one estimate of what it will
accept to settle, and the defendant
provides a much lower estimate of
the amount it will offer to settle.

The third party can give his or
her estimate of the "value” of the
case if it went to trial.

The third party might say:

This is my estimate.’ It provides
non-binding input to get the par-
ties moving again,” Mr. Kelly said.

Another form of a non-binding
ADR technique that is intended to
get two parties talking to one an-
other is mediation.

"A third party helps the oppos-
ing sides to communicate to each
other. It is intended to open up the
lines of communication,” said
Donald Farbstein, an attorney with
Farbstein Law Corp. in San Mateo,
Ccalif.

Mr. Farbstein cautioned, though,
that mediation, being voluntary,
should not be used as a "head-
banger." He said there should be
some goodwill between the two op-
posing parties at the start.

ADR also can be binding, such as
through binding arbitration, the
speakers noted.

For example, to avoid potentially
long drawn-out legal battles, a
contract may stipulate that in the

event of a dispute, binding arbitra-
tion must be used to resolve the

conflict.

"In binding arbitration, both
sides agree that they will abide by
a settlement proposal by a third
party,” Mr. Kelly said.

However, Mr. Kelly advised that
both parties agree in writing ahead
of time that any dispute be decided
through binding arbitration.

Failure to obtain a written
agreement can result in courts
throwing out a settlement if one
party later objects to the arbitra-
tor's decision, according to Mr.
Kelly.

Binding arbitration is helping to
keep personnel disputes out of the
courtroom.

Mr. Kelly noted that some major
employers are requiring employees
to sign statements that require
binding arbitration in the event of
a dispute.

The session was moderated by
Carol Harrington, risk manager at
Raychem Corp. in Menlo Park,

Calln o |



Continued from previous page
the project,” Mr. Driscoll said.

The manual also should discuss
the contractors' resnonsihilities for

in the event thdt an insurer or
policyholder decides to sever the

relationship, according to Mr. Dri-
Scoll.
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Impartial workplace drug testing urged

By JAMES M. BURCKE

WASHINGTON-Employers
must adopt fair and equitable drug
testing programs because no com-
pany's workers are drug-free, a
risk manager says.

"One of five employees abuses
drugs or alcohol on the job. Drug
abuse is in your company," warned
James E. Crockett, manager of risk
and benefits for the Denver Board
of Water Commissioners.

Drug abuse costs American in-
dustry $50 billion annually,
pointed out John C. Cruden, spe-
cial counsel to the U.S. Justice De-
partment's Civil Division in Wash-
ington, D.C., according to National
Institute on Drug Abuse figures.

However, legal challenges to
drug testing programs have hin-
dered employers' efforts to weed
out and rehabilitate drug users,
Mr. Crockett explained at a se-
minar during the 26th annual Risk
& Insurance Management Society
conference last week.

"The issue has changed from try-
ing to stop drug abuse to trying to
stop drug testing,"” he said.

Opponents have likened work-
place drug testing to "chemical
McCarthyism," he said.

But, employers must act to con-
trol the use of drugs, Mr. Crockett
emphasized, citing a litany of sta-
tistics from NIDA:

= Two-thirds of all people en-
tering the workforce have used il-
legal drugs at some time.

- Some 44% of those entering
the workforce have used illegal
drugs within the last year.

- Between 102 and 23% of
workers use drugs while on the
job.

When the Denver Water Depart-
ment first started its drug testing
program, it "didn't believe these
statistics,” Mr. Crockett said. But
now, he he said, he believes "drugs
are everywhere."

Drug use-whether on or off the
job-hits employers in the pocket
book, Mr. Crockett said, pointing
out that:

« Drug users are absent three
times more often than non-drug

= Drug users file five times as
many workers compensation
claims as their non-drug user
counterparts.

* Drug users are 31/2 times more
likely to have an accident on the
job.

= Drug users' health care costs
are three times as high as other
employees’'.

In addition, Mr. Crockett said,
drug use opens employers to three
types of liability:

- Liability for torts committed
by the employee who uses drugs.

- Liability for negligent hiring
Mr. Crockett explained that an em
ployer could be sued for negligent
hiring if an employee who has a
history of drug abuse injures an
other worker or a client while he or
she is under the influence of drugs

- Liability for negligent super
vision.

Following the session, Mr
- Crockett offered the following ex
ample of negligent supervision
when an employee who has been
told to leave the workplace be
cause he is under the influence of
drugs is involved in an automobile
accident on the way home in which
the other driver is Killed.

To reduce this exposure, employ
ers should arrange for transporta
tion for any worker sent home be
cause of drug abuse, he advised.

Employers can play an important
role in the fight against drug abuse
because "a job is the most impor
tant thing to a drug user,"” since a
drug user must have a steady

source of income to support the
habit.

"You have to have a policy if
you're going to make any head-
way" in ridding the workforce of
drug users, Mr. Crockett said.

However, he noted that employ-
ers must make sure their program
is considered fair.

However, he warned employers
that even if the program is fair,
they should anticipate that the
program will be challenged.

"If you go into a program, it will
be challenged, and you have to be
prepared to pay to defend it," Mr.

Crockett said.

He added that a business should
give its employees at least six
months' warning before a program
goes into effect to reduce workers'
"reasonable suspicion."

There are many times when drug
testing is appropriate, Mr. Crock-
ett said. These include:

- Pre-employment testing to
make sure new employees are not
drug users.

- Testing employees who have
tested positive for drug use pre-

viously to make sure they are fit
for duty.

- When there is "reasonable
suspicion” of drug use, such as
staggering, sleeping on the job and
glassy eyes.

- Following an on-the-job acci-
dent.

O -After an employee completes a
drug treatment program.

"We have yet to have a sue-
cessful treatment program with a
cocaine user," Mr. Crockett said,
referring to the Denver Water De-

partment's testing and rehabilita-
tion program. "There has been a
relapse in every case."

Mr. Crockett noted that while
some companies believe they have
the right to require random drug
testing, "that could get you into a
lot of problems"” because of em-
ployee opposition.

In his remarks, Mr. Cruden also
explained how the federal govern-
ment's drug testing program wiill
operate when it is fully imple-
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Hems What |Ib Lo ok For
In Apical Emhezzler.

Short ortall. Old or

young. Male or female.
Try to draw a portrait of
the typical embezzler
and you'll probably draw

ablank Because itcould

be anyone.

And experienced
business people know
that the only thing
harder than spotting an
embezzler is repairing
the damage he's done.

That'swhy they rely
on Honesty Insurance

from F&D.

Shouldn't you find
out why F&D's Honesty
Insurance is your best
policy? Ask your agent
or broker, or write: F&D,
A Macdonald Rees,

Marketing P.O. Box 1227,
Baltimore, MD 21203.
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Spotlight report

n R

Photo: Michael Bradford

Despite the efforts of Bob Nason (left), Peter King and Peter Bost-
wick, Team USA bowed 5-3 to their Canadian counterparts.

Claimfacts-The Health Claims Management System

How a mid-sized insurance company
landed a%$22 million account.

When this mid-sized insurance

company went after the claims ad-
ministration business of a company
with 15,000 employees, plus retirees
and dependents, its business strat-
egy was basic. Provide the best

customer service at a cost that's
hard to beat.

With the help of ClaimFacts
from Erisco, it got the business,
the premium equivalent of $22
million. Nine contracts, including
major medical, dental, long-term
disability, employee and depend-
ent life, director's life and grand-
fathered plans for retirees. What's
more, the new customer had merged
from two organizations in two

Private Psychiatric Hospitals

states, each with unique, noncom-
municating human resources and
benefits systems.

Just five months after the first
implementation meeting, all the
new members and plans had been
loaded on ClaimFacts and claims
were being processed. While the
contract promised four days turn-
around, most claims are processed
in three days or less. From receipt
of tapes for employees and hard
copy for retirees to mailing out
checks and explanations of benefits.

Only an online system as ver-
satile as ClaimFacts can handle
such diverse demands. The easy-
to-learn system uses one screen

Canadian goalie leads assault
to seize coveted golden skate

By MICHAEL BRADFORD

WASHINGTON-Strong defense
from goalie Steve Patenaude
helped Team Canada to a 5-3 win
over Team USA in the Risk & In-
surance Management Society's
"All Star" hockey game.

In the game, played on April 17,
the first day of the 26th annual
conference, "old-timer" hockey
players from the United States and
Canada faced off at the Fort Du-
pont Ice Arena in Washington.

When the game was over, Team
Canada possessed the coveted
golden skate trophy.

The trophy, a once-discarded

Canadian goalie Steve Patenaude 'was the critical

difference,' according to Team USA captain Dick

Pierpont, a vp at Johnson & Higgins in Stamford,

Conn.'"He made (saves) high and low, sometimes

without even looking.'

timer's closet and painted gold,
had rested with the American

squad since the two teams battled
to a 5-5 tie at the 1986 RIMS meet-
ing in Toronto (BI, April 21, 1986).

In that first game, the American
skaters battled back to tie the con-

hockey skate salvaged from an old-

for automated adjudicatior.. It in-
creases speed and accuracy with
automatic eligibility and benefit
determinations. And Clairr-Facts'
flexibility makes it easy to add
new benefits or change a p.an
without restructuring the entire
plan or duplicating records.

Ifyou are an insurance company
or TPA, ClaimFacts can enhance
your competitive position, profit-
ability and business growth. If
you're a self-insured corporation,
ClaimFacts can help administer
your health claims and managed
care program. Just like it does for

over 90 organizations in the
U.S.A. and Canada.
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test in the final three minutes.

And now, all the advantages of
Erisco's proven mainframe soft-
ware are also available with the
IBM®9370 mid-range computer.

To learn more about ClaimFacts
or other Erisco software, call or
write Nanette Hartley, VP Sales
and Marketing, Erisco, 1700
Broadway, N.Y., NY 10019,

(212) 765-8500.

CLAIMFACTS

Erisco-The bendits of information

Ensco

nn acompanyof
1a» Theoun&Bradstreetcorporation
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Although there was no winner in
the 1986 game, the visiting Ameri-
cans were given the trophy as a
goodwill gesture. There was no
match at the 1987 RIMS confer-
ence, held in Las Vegas, Nev., be-
cause of a lack of facilities.

Both the 1986 matchup and this

year's tilt were held at the opening
of the RIMS conference. The event

raises funds for the Robert S.
Spencer Memorial Foundation,
which awards scholarships to stu-
dents of risk management, insur-
ance and employee benefits.

Mr. Patenaude, the Canadian
squad's captain and senior account
representative for Arkwright Mu-
tual Insurance Co. in Montreal,
drew praise from Team USA after
the game for his play in the net.

"He made exceptional saves
from all corners of the goal,” said
Team USA Captain Dick Pierpont,
a vp at Johnson & Higgins in
Stamford, Conn.

"He made them high and low,
sometimes without even looking.
He was the critical difference,” Mr.
Pierpont said.

Mr. Pierpont also said his team's
hard work the evening before the
game contributed to the loss. "Our
training session at the bar proved
too extensive,” he remarked.

Mr. Patenaude said the Ameri-
cans "played a tough game. They
had us on the ropes in the second
period.”

It was the Canadians, however,
who took an early lead. With about
eight minutes remaining in the
first period, Doug Bennett of Mor-
ris & Mackenzie Ltd. in Toronto
missed his first shot at the goal but
then slammed in the first goal of
the day with an assist from Costa
Saviolibis of Grilli Corp. in Mon-
treal.

The Canadian lead lasted until
late in the period, when the Ameri-
cans produced a flurry of scoring.

At the 17:31 mark, David Wag-
staff of The Equitable Life Assur-
ance Society of the United States
in New York missed a shot when
Mr. Patenaude left the net partially
unguarded.

But seconds later, Joseph Tarbell
of Corroon & Black in Boston took
a pass from Mr. Wagstaff and
slapped in the tying goal.

The Americans controlled the
puck at the ensuing face off and at
17:48 into the period, Felix Klo-
man of the Tillinghast division of
Towers, Perrin, Forster & Crosby
Inc. in Darien, Conn., gave Team
USA a 2-1 lead with another assist
from Mr. Wagstaff.

However, Team Canada roared
back following the face off. Ron
Williams of CSP Foods Ltd. in
Saskatoon, Saskatchewan, tied the
score at 2-2 when he jammed the
puck home on an assist from Mr.
Bennett.

The Americans battled back in
the second period, reclaiming the
lead with 13:26 left in the period.

Mr. Kloman scored his second
goal of the day with an assist from
Terry Higgins of Garlington Insur-
ance Brokers in Mountain View,
Calif.

Team USA missed an opportu-
nity to score minutes later in a
power play that developed when
the penalty box began filling up

Continued on next page

Also in the procedures manual,
"each of the major parties involved
should be named, with the sub-
contractors named by description
of their contractual relationship to

Continued on nert page
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Continued from previous page
with Canadian players.

After a penalty-free first period,
Mr. Bennett was the first to draw a
foul and referees sent him off the
ice.

“They called me on interference,
but the puck was right there,”” Mr.
Bennett complained.

Although Team Canada’s Mr.
Saviolibis soon joined Mr. Bennett
in the penalty , Team Canada’s
defense stiffen and the Ameri-
cans could not score a power-play
goal.

Just past the halfway mark in
the period, the Canadians tied the
score at 3-3.

Jean Pichette of Donohue Paper
in Quebec City brought Team Can-
ada even when he scored on an as- 7 R ! ! 1 i 2 .
sist from Brian Matthews of Dom- by , : b S AP : ~dems SR Team Canada goalie Steve Pa
LabTne Mooieeal iy ool ¢ : tenaude, surrounded by his

And, three minutes later, Team | 4 : . o : teammates, holds the Golde
Canada went out front to stay : Skate award following their wi

The go-ahead goal came on a | s ; over Team USA. (Photo: Michae
shot by Mr. Matthews, who scored & ‘ A ; | | i Bradford)
with an assist from teammate and
co-worker Daniel Desjardins of
Domtar.

The Canadians hung on to the 4-
3 lead through the period.

As the players left the ice for in-
termission, Mr. Patenaude offered
insight into the tenacity of the

American squad and the rigors of TO serve YOU better—EXpanded |IneS
old-timers hockey: “I'm dead- Of property and Casualty treaty

tired,” the goalie confessed.

The opening minutes of the third re|nsurance Expanded Ser\nces

period saw the Canadians and i
Americans swap the puck several Expanded CapaC|ty Rated A+ by
times, but neither side scored. i
Team Canada, however, added a | A M BeSt
goal with around 11:00 left in the
final period. Mr. Desjardins scored
i from Mr. Saviolibis and
of the Oshawa Group in

Toronto.

Mr. Patenaude and the Canadi-
ans kept the Americans from scor-
ing to preserve the 5-3 win and
gain the right to take home the
golden skate.

After the loss, Mr. Pierpont dis-
played a sense of sportsmanship.
“It was a great game,” he said. ‘A
lot of fun was had by all,” although
the scoreboard did reflect “‘disap-
pointing results.” -
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Carey named chairman at Allendale Mutual

John J. Carey has been elected
chairman of Allendale Mutual In-
surance Co. in Johnston, R.l., and
its subsidiaries.

Mr. Carey, who
remains presi-
dent and chief
executive officer,
succeeds George
R. West, who re-
tired as chair-
man but con-
tinues as a
director of Al-
lendale, a mem-
ber of the Fac- Mr. Carey
tory Mutual
System.

Mr. Carey, 59, joined Allendale
in 1979 as senior vp-administration.
In 1981 he was promoted to execu-
tive vp, and in 1982, he was named
president and chief operating offi-

Comings & goings: industry

cer. In 1985, he also was named
CEO.

In other insurer changes:

E.F. (Ted) Belton named vice
chairman and chief executive offi-
cer of Symons General Insurance
Co. and Pafco Insurance Co. Ltd. of
Toronto and Pafco General Insur-
ance Co. of Indianapolis, all umts
of Toronto-based Pafco Financial
Holdings Ltd.

In addition, Mr. Belton was
named executive vp of insurance
operations for Pafco Financial
Holdings.

Mr. Belton previously was presi-
dent and chief executive officer of
the Canadian Insurance Exchange,
which folded after government

funding was cut off before it began
operations (Bl, Nov. 30, 1987).

Edmond A.B. Garesche IlI
named president, chief executive of-
ficer and assistant treasurer of
Safety Mutual Casualty Corp. in St.
Louis. Mr. Garesehe, who jomed the
insurer in 1971 as corporate vp, pre-
v.ously was senior vp.

Also at Safety Mutual, C. Don-
ald Ainsworth named executive vp
and chief operating officer. Mr.
Ainsworth joined the company in
138 5 after serving as commissioner
of insurance for the state of Mis-

souri.

Dina W. Kennedy appointed vp/
director of portf,1120 surveillance in
the risk underwriting area at Bond

Investors Guaranty in New York.
Previously, Ms. Kennedy was man-
ager of general surveillance and as-
sistant vp at Municipal Bond Inves-
tors Assurance Corp.

The Credit Life Cos. Inc. in
Springfield, Ohio, promoted James
E. Hall to executive vp and chief
financial officer; Brian A. Silva to
executive vp for marketing and
planning; and Gary T. Fagg to ex-
ecutive vp and actuary. Previously,
all three were senior vps.

Agents/brokers

Rodney D. Day Il named presi-

dent of the New York division of
Johnson & Higgins. Mr. Day is a
senior vp of the parent corporation
and a member of its board of

directors.

Also at J&H: L. Edwin Gra-

landmairk Studies Conrm

What Hundmds of Companies
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Medco's Mail Service Can Reduce Drug Costs by 25%.

Dmg benefit costs are increasing faster than all other health benefit costs. That's probably not news to you.
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ziano Jr., currently senior vp of
the casualty department, named
executive vp of J&H of Virginia
Inc.; and F. Michael Crowley,
currently vp and manager of the
property and sales departments,
named deputy branch manager of
the Richmond, Va., office.

Thomas F. O'Connell ap-
pointed executive vp of Rollins
Burdick Hunter of lllinois Inc. in
Chicago, a unit of Rollins Burdick
Hunter Co. Previously, Mr. O'Con-
nell was head of RBH of lllinois’
risk management division.

Richard Bowers promoted to
senior vp at L.K. Lloyd & Associ-
ates in San Francisco, a subsidiary
of ABI Management Inc. Mr.
Bowers previously was vp of ABI
Management.

Raymond E. Carver named se-
nior vp and profit center manager
of Fred S. James & Co. Inc. in West
Palm Beach, Fla. Mr. Carver pre-

viously was vp of the West Palm
Beach office.

Reinsurers

David J. Vermeulen appointed
president and chief executive offi-
cer of Security Reinsurance Co. in
New York, a subsidiary of Orion
Capital Corp. Mr. Vermeulen will
continue as president of Security
Reinsurance Underwriters, the fa-
cultative insurance arm of the cor-
poration.

Also, Lawrence D. Nolen pro-
moted to president of Massachu-
setts Reinsurance Corp., Orion's
Boston-based treaty reinsurance
operation. Mr. Nolen will report to
Mr. Vermeulen.

Mr. Nolen replace Donald A.
Hoyt, who was promoted to vice

chairman for Security Reinsurance
Co. He will continue to be based in

Boston.

HMO/PPO

Dr. Michael R. Soper named as
senior vp and corporaternedical
director of CIGNA Healthplan Inc.
in Hartford, Conn. Dr. Soper had

been chief operating officer of AV-
MED Health Plan in Miami.

Excess/surplus

Steve S. Zeitman, promoted to
senior vp of the excess casualty
and specialty lines division of
United Capitol Insurance Co. in
Atlanta. Mr. Zeitman was vp of the
excess casualty division.

Robert J. Leggio named vp for
Stewart Smith West Inc., a bro-
kering and underwriting firm in
Los Angeles. Mr. Leggio will serve
as a wholesale producer/broker in
the casualty department. He pre-
viously was an account executive/
producer with American Market-
ing Center in New York.

Elizabeth A. Marston named
president of RISCO Inc. in Provi-
dence, R.l., which writes property,
casualty and special risk insur-
ance. Ms. Marston was formerly
the senior vp of Surplus Line Man-
ager Inc. in Nashua, N.H.

Other suppliers

Robert 0. McLaughlin named
president of Northamerican Phar-
maceutical Services Inc. in Phoe-
nix, Ariz., a wholly owned subsidi-
ary of National Vision Services Inc.
Mr. MeLaughlin previously was vp
of marketing.

At Booke & Co. in Winston-
Salem, N.C.: Roy K. Sinclair and
James A. Swain promoted to se-
nior vps of the employee benefits
division. Mr. Sinclair is a retire-
ment consultant specializing in the
design and administration of de-
fined benefit and contribution
plans. Mr. Swain is currently man-
ager of the data processing divi-
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Managed care

Continued from page 12

its UR program-to control both
the cost and utilization of health
care services, said Mr. Motz.

"With the right data and analy-
sis, benefit managers can pinpoint
areas for further managed care
programs,” said Mr. Motz.

Mr. Mahoney said that even after
a company has determined what
form of managed care it needs, the
selection of a managed care pro-
vider is critical.

He advised benefit managers to
determine the goals of their man-
aged care program, find a provider
that will meet those goals and then
carefully monitor that program.

Employers today have "an al-
phabet soup of approaches"-in-
cluding health maintenance orga-
nizations and PPOs-from which
they can choose to s6lve their
health care problems, he said.

"HMOs are like the magic black
box," said Mr. Mahoney. "You put
money in one end and hope you get
health care on the other.”

He also was critical of PPOs,
saying they control only the cost of
care, not utilization.

Mr. Mahoney did have some sug-
gestions to guide benefit managers
when purchasing these programs.

First, benefit managers must
look at the scope of services pro-
vided, he said. Make sure the plan
meets the goals and does not force
the company to buy services it
doesn't need, he advised.

It also is important to carefully
examine the management of
HMOs, PPOs and other managed
care programs, said Mr. Mahoney.
He advised benefit managers to
look at treatment protocols; make
sure there is an internal peer re-
view system in place; and make
sure the management has experi-
ence in the particular industry of
the benefit manager's company.

As in all purchasing decisions,
cost is an important factor, said
Mr. Mahoney. He stressed that
benefit managers should buy only
those services they need and avoid
getting stuck with package deals.

Employee access to the managed
care program also is important,
Mr. Mahoney said. He warned ben-
efit managers to beware when a
HMO or PPO says it is affiliated
with a large number of hospitals,
because often that simply means
the hospitals operate on a rotating
basis in which only a few hospitals
are available on a given day.

"It depends on what night the
employee gets sick as to how far he
has to drive,"” he said.

Once a benefit manager has-
identified his needs and purchased
a managed care program, he must
continue to evaluate the program,
Mr. Mahoney said, adding, "Health
care is an active, fluid, ever-
changing environment. You have to
constantly measure it."

In addition to studying the cost
and utilization of the managed
care services, Mr. Mahoney advised
benefit managers also to look at
employee satisfaction.

Benefit managers must hold the
vendors of managed care products
accountable, he said; thorough re-
ports of employee utilization from
the vendor are critical.

And, benefit managers should
seek similar employee utilization
data from other sources, such as
the claims payer, he advised.

C. Ray Gould, employee relations
manager for American Moulding &
Millwork Co. in Prineville, Ore.,
said he judges a managed care pro-
gram by five criteria:

- Does it have a toll-free num-
ber for employees to call for advice
about treatment plans?

- Are doctors available to an-
swer employees' health questions?

- Does it offer third and fourth
surgical opinions in addition to
second surgical opinions. Mr.
Gould said these medical reviews
can produce additional savings.

- Does it offer cost control dur-

ing and after treatment?

- Is it relatively easy for em-
ployees to access?

The speakers stressed the impor-
tance of communicating a managed
care plan to employees.

Mr. Gould said benefit managers
should consider: employee meet-
ings; supervisor meetings, to make
sure they understand the plan; and
preparing a pocket-size employee
handbook. He also suggested the
use of bulletin boards, newspapers
and letters to employees' homes to
further communicate the managed
CcCEare procgr=Sarva. —

"Managed care is an active pro-
cess," said Mr. Mahoney. "To the
extent you work at it, it will work
for you."

The program was moderated by
Linda G. Hellman, compensation
and benefits manager for Liebert
Corp. in Columbus, Ohio, and
coordinated by Donna C. Rozelle,
communications supervisor in the

group insurance division of Great-
NN et L _ife._ |
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Mandated benefits

Continued from page 3
Committee Chairman Edward
Kennedy, D-Mass., mandating that
employers offer a so-called mini-
mum heal=h care plan.

Under :hat plan, which would
have to be offered to all employees
working at least 17.5 hours a week,
the employer generally would have
to pay 809 of the premiums, while
annual individual and family de-
ductibles could not exceed $250
and $500, respectively. The maxi-
mum annual out-of-pocket ex-
pense would be limited to $3,000 a
year (Bl, Feb. 22).

In addition, a congressional con-
ference ccmmittee is trying to iron
out differences in House- and Sen-
ate-passed bills that would expand
the federal Medicare program to
give the elderly more protection

from catastrophic acute care medi-
cal bills.

Medicare conferees also are ex-
pected to consider a proposal Rep.
Stark adranced that would allow
states to set up employer-subsi-
dized pools to provide health care
coverage to high-risk uninsured
individuals.

As the ranking minority member
of the Labor and Human Resources
Committ€e, Sen. Hatch has made
clear his intense dislike of any leg-
islation that forces employers to
provide health care coverage.

For example, in February, as the
Labor and Human Resources Com-
mittee was preparing to vote on
Sen. Kennedy's bill, Sen. Hatch
described the legislation as "so-

cialism, pure and simple."

He warned then that enactment
of the Kennedy bill would force
employers that could not afford a

federal health care mandate to lay
off workers or shut down.

Sen. Hatch continues to lead the
charge against a federal health
care mandate in general and Sen.
Kennedy's bill in particular.

At the RIMS conference, Sen.
Hatch noted that the price tag of
the "minimum plan" Sen. Kennedy
wants employers to offer is far

higher than what the Massachu-
setts Democrat has estimated.

Sen. Hatch estimated individual
coverage would cost $1,700 per
year and family coverage would
cost $2,600 a year; an actuarial
study conducted for Sen. Kennedy
has put the cost at $708 per year
for individual coverage and $1,798
for family coverage.

And while Sen. Kennedy says the
annual cost of his health care man-
date to employers would be $15
billion, Sen. Hatch estimates those
costs actually could range between
$39 billion and $100 billion a year.

The Institute for Research on the
Economics of Taxation in Wash-
ington has estimated the Kennedy
plan would cost employees and em-
ployers $100 billion (Bl, Nov. 16,
1987).

Sen. Hatch acknowledges that
something must be done to reduce
the problem of hospitals shifting
the cost of the uninsured’'s health
care expenses to insured patients.

But the solution to an estimated

uncompensated care bill of $8
billion should not be a federal

With an outside

U/R firm, here's where
your money and reputation
could wind up.

Our free seminar will show you how to take your
U/R in-house and stop the waste.

When you use an outside Utilization Review
irm, you risk your hard-won reputation on
-heir performance. And they're making

more from your business than you are.

rhe better way to go is in-house. And
ZareReview will show you howto link U/R
with your present claims administration
orocess in just 60 days. The result is greater

zontrol and profitability.

health care mandate that could
boost employers' expenses by more
than $30 billion, he said.

"I cannot support a bill that is a
$39 billion solution to an $8 billion
problem," Sen. Hatch said.

There are several far less costly
steps that can be taken to improve
access to health care and cut the
cost of coverage, said the senator.

For example, Congress should
examine ways to expand the Med-
icaid program to increase coverage
to the poor, he said.

In addition, legislators should
consider a series of tort reforms to
cut the high cost of medical mal-
practice insurance, a factor boost-
ing health care bills, he said.

Needed tort reforms, according
to Sen. Hatch, include:

+ Placing a cap on awards for
non-economic damages.

= Placing caps on attorneys’
fees.

- Eliminating the collateral
source rule so damage awards
would be reduced automatically by
the amount of other benefits re-
ceived.

« Requiring periodic payments
for large damage awards.

But Rep. Stark wants to go much
further to increase access to health
care coverage.

He has backed a proposal-twice
rejected by Congress-to allow
states to set up employer-subsi-
dized health care pools.

Rep. Stark continues to support
the pool concept, describing it as a
fair way to spread the cost of the

uninsured.

While Rep. Stark believes Sen.
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Kennedy's bill is too complicated,
he endorses the concept of manda-
tory employer-provided health
care coverage.

"l would prefer a simpler ap-
proach. If 'Mom' can't understand
it, we're in trouble. Sen. Kennedy's
bill is more complicated than I'd
like. The simpler we keep it, the
better it would be," Rep. Stark
said.

One approach to mandating ben-
efit coverage could be to place a
cap-perhaps $2,000 a year-on an
employee's annual out-of-pocket
health care expenses, with the em-
ployer picking up the rest, Rep.
Stark said.

And, while Rep. Stark did not
discuss it at the RIMS session, he
has been circulating a copy of draft
legislation that would require em-
ployers to offer health care plans
that would pay expenses after a
$1,500 deductible. Employers
would have to pay 80% of the pre-
mium.

In addition, under a second part
of the proposal, known as the Em-
ployee Health Benefit Improve-
ment Act of 1988, state pools
would be established to cover those
not covered by employer plans.

If premiums paid by pool partici-
pants do not cover claims, the
pools could make up the difference
by charging employers special as-
sessments. The special assessment
would be in proportion to the em-
ployer's wages paid in the state.

Rep. Stark also urged Congress
to pass legislation now pending be-
fore a House-Senate conference
committee that would limit Medi-
care beneficiaries' annual out-of-
pocket expenses for acute care to
less than $2,000.

Currently, because of the high
coinsurance and deductible re-
quirements under Medicare, bene-
ficiaries can be liable for tens of
thousands of dollars in bills (BI,
March, 21; Nov. 16, 1987).

Rep. Stark described the Medi-
care expansion legislation as a
"damn good program. It seems
simple; it seems fair."

He said Medicare is an example
of a federal program at its best:
using 98% of the program's reve-

nue to pay benefits.

However, Medicare does need
some fine-tuning, Rep. Stark said.

The program has to do a better
job of controlling physician costs,
according to Rep. Stark. One pos-
sible way to do that would be to set
doctors fees in advance, just as
Medicare sets fixed rates for hospi-
tal procedures based on diagnosis,
Rep. Stark suggested.

Rep. Stark also noted that one of
the next benefit issues Congress
may address is giving employers
tax incentives to fund retiree
health care benefits. But in return
for tax breaks, Congress may insist
that employers do more to pay for
coverage for the uninsured.

"I will extract my pound of flesh.
That is the Stark prediction,” he
said.

Rep. Stark, who played a key
role in the passage of the health
care continuation provisions of the
Consolidated Omnibus Budget
Reconciliation Act of 1985, came
under fire at the session for the
way in which legislators enacted
COBRA.

The health care provisions never
received a public hearing and were
later tacked onto an unrelated
budget bill.

A member of the audience com-
plained that it was "sneaky" for
Congress to attach the health care
provisions to a budget bill.

Rep. Stark responded that there
was long-time public pressure for a
bill ike COBRA to fill gaps in cov-
erage and that legislators re-
sponded to that pressure.

However, Rep. Stark conceded
that COBRA could have been bet-
ter-drafted and apologized for the
drafting glitches.

He also advised employers to
take a more active role in the legis-
lative arena. Indeed, many com-
panies were not even aware of
COBRA's ramifications for health
care plans until it was enacted.

"Get into the tent with your ene-
mies. Generally, you will get better
legislation," he said.

The session was moderated by
Galt Grant, director of risk man-
agement at Polaroid Corp. in Bos-
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Improved market conditions

By JUDY GREENWALD

NEW YORK-Primary and ex-
cess insurance market conditions
improved overall in 1987, but
"non-specialized coverages" im-
proved more than "specialized
coverages," according to a survey
sponsored by the Risk & Insurance
Management Society Inc.

The survey of 1,178 risk manag-
ers reveals, for example, that the
improvement in market conditions
was better for umbrella/excess lia-
bility and property coverages than
for environmental impairment,
directors and officers and product
liability coverages.

"Notably, there were no lines
surveyed that reflected a demon-
strable deterioration of availabil-
ity or cost," the survey says.

However, it adds: "It appeared
that 'non-specialized' lines are
benefiting from a competitive en-
vironment, while insurers have not
competed as fiercely in other, more
'specialized’ lines."

For instance, 64% of the respon-
dents reported premium decreases
for property insurance, 65% re-
ported decreases for umbrella/ex-
cess liability insurance and 49% re-
ported decreases for primary
general liability coverages.

Among the specialty lines, 43%
of the risk managers buying prod-
uct liability coverage and D&O lia-
bility insurance said they paid less
in 1987 while only 10% of surety
bond buyers did so.

The EIL insurance market re-
mained tight in 1987, the survey
said. Some 55% of the risk manag-
ers reported the coverage was un-
available in 1987, and only 26%
who found the coverage reported
premium decreases. However,
those results are still an improve-
ment from 1986, when 70% of that
year's survey respondents reported
the coverage was unavailable.

Respondents to the 1988 Insur-
ance Availability Survey, which
was conducted with the assistance
of Tillinghast, a division of
Towers, Perrin, Forster & Crosby,
reflect a wide range of industry
groups from 49 states, the District
of Columbia and several Canadian
provinces. Some 84%, or about 990,
of the respondents had revenues of
between $100 million and $10
billion.

The survey solicited information
about 10 lines of commercial insur-
ance, focusing on availability, pre-
miums, coverage conditions, limits
and deductibles.

Survey highlights by line of cov-
erage include:

- Primary general liability.
Some 65% of the 989 respondents
who bought the coverage reported
it was "easy to purchase," com-
pared with 44% in 1986.

A total of 65% said there was no
change in coverage conditions,
while 20% of the respondents said
that coverage conditions had im-
proved. Only 15% said the coverage
was either somewhat or highly res-
tricted, compared with 40% in
1986.

- Umbrella/excess liability.
Only 8% of the 1,034 respondents
who bought this coverage said they
either had "much difficulty" find-
ing this coverage or were unable to
find it, compared with 45% in the
1986 survey.

Some 19% reported conditions
were either somewhat or highly
restricted, down from 54% in 1986.
Some 37% reported the limits of
their coverage had been increased.
And, 65% reported premium de-
creases, compared with 11% in the
previous survey.

= Property damage. Sixty-four
percent of the 1,080 respondents
reported premium decreases, com-

pared with 15% in the 1986 survey.

Some 34% reported improved
coverage conditions, compared
with 13% in 1986. And, 37% re-
ported higher limits in 1987.

= Product liability. Of the 82 re-
spondents, 34% said they found the
coverage easy to purchase. But,
37% said they had some difficulty
finding the coverage, 20% said they
had "much difficulty," and 7% said
the the coverage was unavailable.

A total of 18% reported coverage
conditions were somewhat or
highly restricted, compared with
56% in 1986. Only 13% reported
premium increases of more than
10%, compared with 47% in the
previous survey.

- Professional liability. A total

of 37% of the 225 respondents re-
ported premium increases of more
than 10%, compared with 67% of
the respondents who reported sim-
ilar premium increases in the 1986
survey. And, 12% reported deduct-
ible increases of more than 50%,
compared with 24% who reported
similar deductible increases in the
previous survey.
= D&O liability Only 16% of the
834 respondents said they had
"much difficulty ' finding D&O
coverage or could not get coverage
at all, compared with 42% jn 1986.
A total of 28% reported improved
conditions.
While 31% of the respondents re-
ported premium increases of more
Continued on next page
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RIMS survey

Continued from previous page
than 10%, 78% had reported similar increases in the surveyed that reflected a
1986 survey And, 43% reported premium decreases in demonstrable deterioration of
1987, compared with lust 7% in the 1986 A total of
26% reported higher limits

* EIL Some 55% of the 207 respondents said this the RIMS survey says.
line of coverage was unavailable, while 15% said it was
easy to purchase

 Bankers blanket bond Of the 251 respondents
purchasing this coverage, 15% reported premium in- and 22% of health care services firms did so
creases of more than 50%, compared with 36% in the A total of 8% said they loined or were considering

'Notably, there were no lines

availability or cost,’

lllinois acts to halt

2 offshore insurers

By DOUGLAS McLEOD on risks in Florida, New Jersey,

Utah, Missouri and Indiana, ac-
CHICAGO-The lllinois Insur- cording to the lllinois department

ance Department is moving to hqg- Some of the performance bonds
uidate two unauthorized offshore were issued to lllinois contractors

1986 survey Some 22% reported higher limits Joining a risk purchasing group for general liability insurers that have issued about 200 and protected the city of Chicago
« Surety Of the 593 respondents, 22% reported pre- coverage But this included 29% of agriculture and for- Policies and bonds on risks in llli- on various municipal construction

mium increases of more than 10%, compared with 31% estry firms, 23% of mining. 011 and gas exploration =~ "°'s @nd several other states projects, Mr Schnepper said

in 1986 firms and 22% of health care services firms The Insurance Department last The two insurers wrote a total of

* Flood/earthquake Only 10% Of the 403 respon- A total of 10% of the respondents reported they had
dents, 10% either had difficulty in obtaining cover- implemented formal self-insurance programs in 1987
age, compared with 29% in 1986 to cover their general liability exposures, including

Similarly, 12% said coverage conditions were some- 42% of government entities and 20% of health care ser-
what or highly restricted, down from 29% m 1986 A vices firms
total of 44% reported premium decreases, compared In addition, 8% of the respondents said they created
with 9% in the 1986 survey. formal self-insurance programs for their environmen-

The survey also found that the percentage of com- tal impatrment exposures, including 38% of govern-
panies that decided to Join risk financing alternatives ment entities
such as A.C E Insurance Co Ltd or X L Insurance And while only 7% of all respondents created formal
Co last year fell to 13% from 18% in 1987 self-insurance programs for professional liability

And, some industry segments were much more likely risks, 24% of the machinery manufacturing firms and
to join alternative risk financing facilities, the survey 22% the of government entities did so
found For instance, 32% of the electric utilities, 28% A total of 37% of government entities also formed a
of the water, gas and other utilities, and 26% of the formal self-insurance program for property coverages,
food and tobacco manufacturers said they joined such although only 6% of the respondents overall did.
facilities in 1987 But, o textiles and clothmg or ma- In addition, 10% of the respondents formed single-

week filed a petition in Cook about $250,000 in premiums in the
County Circuit Court to liquidate state, some of which went to Mr
Commercial Inland & Marine In- Saunders, Mr Schnepper said The
demnity Co Ltd and North insurers also have some assets in
American Fire & Casualty Co Ltd Chicago-area banks, he added
Both companies purportedly are About $150,000 of the premiums
domiciled in St Kitts, British West are still unaccounted for, and Illi-
In(lies, and are controlled by Jon- nois department officials are try-
athan P Saunders, an Englewood, ing to reconstruct records of the

Colo., businessman companies' transactions, Mr
However, a regulatory official in Schnepper said
St. Kitts said that Commercial In- After selzing books and records

land is not registered as an in- of the two insurers, the lllinois de-
surance company on the island and partment on April 11 obtained a
would not comment on the status court conservation order allowing
of North Amencan it to take control of the companies'

Neither insurer is admitted or el- affairs and to cancel its policies

chinery manufacturing firms did so parent captives that write directors and officers hat)il. igible as a surplus lines insurer and bonds

A total of 6% of the respondents overall said they ity insurance, including 36% of government entities = anywhere in the country, said Tris Last Monday, the department
either Joined a risk retention group for general h- and 20% of health care services firms Schnepper, supervising deputy asked the Cook County court to
ability coverage in 1987, or were considering joining or A total of 7% of the respondents overall formed sin-  Wwith the lllinois department order the liquidation of North

forming one in 1988 But, 16% of government entities gle-parent captives to write product hability insur-
said they had joined or were considering Joining a risk ance, including 30% of the government entities
retention group

And while only 5% of the overall respondents Joined Cop:es of the survey can be obtained for $25 from the
a risk retention group for D&O liability, 29% of en- Risk & Insurance Management Society, 205 E 42nd
gmeering, accounting and professional services firms St,New York,NY 10017
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A Cook County circuit judge ear- American Fire & Casualty and
her this month placed the two in- Commercial Inland on the grounds
surers m conservatorship and or- that they have operated without
dered cancellation of all the authorization in the state and that
insurers' policies and bid and per- their continued operation would be
formance bonds after lllinois de- hazardous to policyholders and
partment officials seized records other creditors
from the office of a Chicago-area Meanwhile, a Denver District
surplus lines agent representing Court judge issued a preliminary
the companies , inlunction April 11 against Com-
rance Department cur- mercial Inland and Mr Saunders,
tices to Commercial Inland and Howard
North American Fire & Casualty The Injunction bars Commercial
policyholders and bondholders Inland and Mr Saunders from un-

Mr Saunders, chairman and lawfully engaging in the insurance
chief executive of Saunders Fman- business in Colorado and from
cial Group Inc in Englewood, doing business in any other state
called the lllinois action a "politi- without a license or other authori-
cal maneuver" and said the Insur- zation, Mr Howard said
ance Department has no authority The Colorado Insurance Depart-
over the two insurers ment recently denied an applica-

"We are getting tired of people tion by Mr Saunders to form an
picking on us,” Mr Saunders said admitted subsidiary of Commercial

The lllinois department disco- Inland in the state, Mr Howard
vered that North American and said
Commercial Inland were operating The license application was den-
in the state after it was contacted ied in part because of false state-
by Pennsylvania Insurance De- ments by Mr Saunders In a bio-
partment officials about a Com- graphical affidavit, he said In the
mercial Inland binder that had affidavit, Mr Saunders said that
been issued by Peter Dietl, a 11- he “"had never been convicted of a
censed surplus lines agent based in felony when in fact he had," ac-
Brookfield, a Chicago suburb cording to the Insurance Depart-

After seizing the records from ment's petition for an injunction,
Mr Dietl, lllinois department offi- which does not describe the felony
cials found that North American conviction In an interview, Mr
and Commercial Inland had writ- Saunders denied that he is a con-
ten about 200 general liability po- victed felon
licies and bid and performance The actions by the lllinois and
bonds Colorado regulators are not the

North American Fire & Casualty first brushes Mr Saunders and
wrote about 125 risks before last North American Fire & Casualty
July, when the state surplus lines have had with regulators Both
association warned agents not to were hit with a civil fraud lawsuit
use the insurer, Mr Schnepper by the Texas attorney general last
said fall (Bl, Sept 7, 1987)

Subsequently, Commercial In- The suit, filed in District Court
land started Issuing bonds, writing of Travis County in Austin,
about 75 risks before the insurance charged that Mr Saunders misrep-
department shut the operation resented North American's finan-

down, he said cial condition and falsely claimed
The lllinois department has not that it was an authorized insurer
taken any action against Mr Dietl, In a default Judgment entered

who expressed surprise at the last September, North American
trouble North American Fire & and Mr Saunders were perman-
Casualty and Commercial Inland ently enloined from conducting in-
have encountered surance business in Texas, and Mr

Mr Dietl said he placed business Saunders was ordered to pay $ 1
with Commercial Inland after re- million in fines and penalties, ac-
viewing a financial statement that cording to Frank W Stenger, as-
showed substantial assets and that sistant attorney general

"looked good " Mr Saunders has not paid the
A financial statement prepared fines and penalties, he added
by Commercial Inland showed pol- Separately, Mr Saunders was

icyholder surplus of $32 6 million ordered to serve jail time on seven
as of Dec 31, 1987, according to counts of contempt of court after
Robert M Howard, assistant attor- he continued to operate the insurer

ney general in Colorado after being enjoined from doing so,
Most of the coverage was written Mr Stenger said
for lllinois policyholders, though Mr Saunders said he has not

policies or bonds also were issued served the jail time



By MEG FLETCHER

NEW YORK-Workers compen-
sation insurers should provide
leadership in promoting workplace
safety and containing medical
costs, instead of merely reacting to
these issues, state regulators urge.

"The industry must come
forward with accident prevention
programs," said Theodore Kulon-
goski, Oregon insurance commis-
sioner.

Insurers should promote safety
and health issues nationwide,
agreed Maine Insurance Superin-
tendent Joseph Edwards.

The insurance industry can make
"phenomenal" gains by moving

from a reactive
position to a pro-
active one, said
William Hager,

lowa insurance

3's

commissioner.
The three were

among regula-

tors who partici-

pated in panel
discussions at

the annual issues

Mr. Hager

symposium

sponsored by the National Council

on Compensation Insurance in New

York earlier this month (BI, April
11).

Most of the panelists agreed that
during recent years, insurers have
not played an active role in back-
ing legislation and devising incen-
tives to get employers interested in
workplace safety.

For example, although work comp
insurers in Oregon are required to
provide loss control services, that
generally is not being done, said Or-
egon state Rep. Robert Shiprack, D-
Beaver Creek.

The lack of adequate loss control
services contributes to high work
comp rates, because it drives up the
costs of claims, he said. And, many
employers in the state are reeling
from high work comp costs, Rep.
Shiprack said.

Frank Nutter, president of the Alliance of
American Insurers, argues that many states have
regulations that inhibit insurers' cost containment
efforts and make workers compensation 'the last

bastion of the medical blank check.’

"l would like your industry to be
part of the solution," Rep. Shiprack
told the insurers present.

U.S. Rep. James Florio, D-N.J.,
said insurers can play a "self-in-
terest and public interest role" by
promoting safety.

For example, insurers can refuse
to insure employers that do not im-
plement proper safety procedures.
And, insurers can lobby for legisla-
tion that would promote workplace
safety among employers, Rep. Florio
said.

"Safety is clearly in our own best
interest," agreed Robert Vagley,
president of the American Insurance
Assn. "We (insurers) need to align
ourselves with legitimate consumer
groups."

And, insurer representatives said
insurers for years have promoted
safety in the workplace by provid-
ing employers with loss control in-
formation and performing safety in-
spections.

But safety inspections can also
create a liability problem for in-
surers, said Grover Czech, AlA vp
for the mid-Atlantic region. An in-
surance company inspector who
overlooks a significant hazard could
later be sued in Mmost states for that
omission, he said.

Also, when employers purchase
their workers comp insurance
through an assigned risk plan, there
is a "disincentive"” for individual in-
surers to fund safety programs, be-
cause their responsibility for a risk
is limited to their share of the pool,
Mr. Vagley said.

In addition to promoting work-
place safety, the regulators urged
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insurers to do more to control rising
medical costs.

Oregon's Rep. Shiprack said in-
surers should take steps, including
curbing excessively expensive voca-
tional rehabilitation programs and
inadequate auditing of medical ser-
vices and costs.

Oregon's Mr. Kulongoski agreed
that insurers should control reha-
bilitation costs and should couple
that with support of more-aggres-
sive return-to-work programs.

lowa Commissioner Hager said he
is disappointed by insurers' "zero"
interest in information available

from his division on physician prac-

tice patterns and hospital charges.
But Frank Nutter, president of the

Alliance of American Insurers,
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countered that many states have
regulations that inhibit insurers'’
cost containment efforts and make

work comp "the last bastion of the
medical blank check.”

Regulators could help insurers
manage work comp benefit costs by
approving mechanisms like copay-
ment and de-
ductible require-
ments, the AlA's
Mr. Vagley said.

Many regula-
tors agreed that
it is important
for insurers to
take a positive ,
approach now,
especially in
light of the in-
creasingly politi-
cal nature of the ratemaking sys-

tem.

Mr. Nutter

"If you think it is bad now, you
haven't seen anything yet," said Or-
egon's Rep. Shiprack.

Insurance regulation has become
more politicized in part because of
insurers' efforts to promote tort re-

form at the state level.

In addition, adoption of insurer-

My clients wanted to know
where their lower cost benefits

were being under utilized.

Genelco had the answer:’

The answer was Genelco's
extraordinary Health Benefit
Management System. More than

promoted tort reformm measures
built up expectations, especially on
the part of small businesses, that
insurers would reduce rates in re-
turn, Rep. Florio said.

But many insurers adopted a
wait-and-see attitude, which legis-
lators and many others perceived as
"duplicitous,"” according to Rep
Florio.

In defense of the industry, Mr
Vagley emphasized that some of the
tort reform legislation included
sunset provisions that limited the
duration of the reforms.

And, Mr. Nutter pointed out thal
insurance companies did participate
in joint underwriting authorities for
difficult lines of coverage in some
states.

The industry had hoped to avoid
similar problems over proposed fed-
eral product liability legislation by
clearly stating that the legislation
will not lead to reduced rates, Mr.
Vagley said.

But, the bill has been stalled in
Congress and further action is un-
likely unless the industry promises
rates will go down if it is approved,

]
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process claims, this system
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A major Midwestern manufacturer
of communications equipment, for
example, wanted to know if
employees were under utilizing
lower costing benefit alternatives.
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more expensive alternatives were
being over used. With Genelco's
Health Benefit Management
System, the information was
available immediately, and steps
were taken to inform employees of
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you need to maximize control over
your health plan costs. Plus, each
report can be scheduled to appear
when it best suits your needs.

If you're looking for a compre-
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01988 Genelco.

1600 South Brentwood Boulevard - Suite 500
St. Louis, Missouri 63144 - 314-962-2040
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RATES AND CLOSING TIME:

Rates: Dplay cbssijied is $92 75 per column inch. minimum of one inch Straight class#d ts Closing: Published every Monday Copy must m typewritten form by noon Tuesday, 6
$750 per line, mmimum of 5 lines Count 34 characters per line (include each space and days preceding publishmg date No verbal phone copy accepted Prepayment required for
punctuation as a character) Addittonal $15.00 chmge for all blind box ads Only those reponses straight advertisements Mail ads to Margaret Htkido, Classifted Advertising, 740 N Rush

which flt mto a business se envelope m11 be foumded Responses are fowarded daily

HARVARO AIMES GROUP

Executive Search

CAROLYN DAVIS
ASSOCIATES, INC.

Risk Management, Benefits and
Insurance Professionals
6 Holcomb St PO Box 16006
West Haven. CT 06516
(203) 933-1976

STAFFING CONSULTANTS
TO THE INSURANCE INDUSTRY

701 Westchester Avenue
Suite 308wW
White Plains. M Y 10604
914-682-7040

BONDING AND
INSURANCE AGENCY

New Orleans area, specializing

RETAIL TRUCK
PRODUCERS
WANTED
in construction and financial m- Due to program expansion, we
stitutions, needs experienced are currently seeking expen-
person for marketing - servicing enced, licensed, retail truck
- risk analysis of large insurance producers to represent finan-
accounts Excellent salary - ben- cially strong insurance camers
efits program for candidate With for primary liability. physi-

L. ) cal damage and cargo m
growth potential in production of most U S States
new accounts

Please reply to
Box 2356
Business Insurance
740 Rush St.
Chicago. IL 60611-2590

Mayeaux & Larrowe, Inc.
P.O. Box 1130
Metairie, LA 70004-1130
(504) 834-5080

INSURANCE/RISK MANAGEMENT CONSULTANT

1 Entry Level
2 Experienced
Flor da based well established consulting firm has two openings m the property casualty nsk management
aivision
1 Entry level Positon Requirements.

A College graduate

8 Three to tive years property casualty insurance expenence

C A commitment WARM MCPCUdesignation

0 An ability tocommunicatevefbally and in writing

E Desire to work ina stimulating enwronment
2 Expenenced Level Position Requirements

A Collegegraduate

B Five to ten years property casual insurance expenence

C ARM or CPCU designation or law degree

0 High level 01 wntten and verbal communication skills

EO p in risk mar problem soling with large Insureds
St Petersburg Flondalocation Excellent salary bonus and profit shanng plan All benefits paid by firm
All resumes must be accompanied by a stngle page letter desaibing why the applicantis suited for the position
No telephone calls will be taken Please send youi letterand resume to

Ehaa W Siver. Pre:ident
Siver tn:Mrance m=gement Conullants
PO BOI 21343. St Pelenbiq. FL 33742

EMPLOYEE
BENEFITS
PLANS MANAGER

Carry your career forward
on our wave of momentum.

At Calco Insurance, a wholly-owned subsidiary of
California Casualty Management Co , you'll carry your
career forward on a wave of momentum that made 1987
our most successful year ever Currently, we're seeking
an Employee Benefits Plans Manager to supervise the
entire California operation

In this senior position, you will be responsible for
managing and training the Calco Employee Benefits
Marketing staff and sales force You will design and
evaluate benefit programs, direct staff activities, and
place new Insurance with appropriate carriers to
achieve sales and retention

The ideal candidate has a strong sales orientation and
at least 5 years' experience in sales and marketing, a
California State Life & Disability License and an in-
depth knowledge of insurance principles, regulations,
funding and underwriting concepts You must have ex-
cellent communication and managerial skills and the
ability to prepare, administer and adhere to budgets

If you have the sales-oriented outlook we're looking for,
apply for Employee Benefits Plans Manager Just send
your resume and salary history to Calco Insurance,
California Casualty Management Co , PO Box M, San
Mateo, CA 94402 Attn Michael Wiebracht, G-5

Equal Opportunity Employer

California Casualty Management Co._

ASSISTANT DIRECTOR IMMEDIATE NEED FOR:
RISK & INSURANCE

National organization seeks professional to

. . Commercial Accounts
administer corporate insurance needs (ca-

sualty & property), monitor & analyze loss- - Expenenced WE to service eX|st- ancing start-up, surplus lines Brokers/ Sood, PE,PO Bo

nsk claims, serve as liaison between Insur- Ing Risk Management Accounts

alice, GOmRaNY. Lrokers. anomeys & out— Account Representatlve expert- individual or team, ablé to develop an

d with Risk Management account on their own initiative but

recommend use 01 computerization back up
Director Requirements include broad expen-
ence in casualty & property insurance & re-
lated areas, communications & human rela-
tion skills Salary commensurate with
expenence, excellent benelits Including 3
weeks vacation Send resume with salary re-
quirements to
Personnel Officer, P O Box 1686
New York, NY 10150-1686
AA/EOE/M/F/H/N

Accounts

REPLY TO

Bob Cronin, ARM, SRV P
Marsh & Mclennan, Inc
P 0 Box 23705
Tampa, FL 33623-3705

NO RECRUITERS PLEASE

BENEFITS MANAGER

Large NORTHEAST corporation (non-coastal locale) seeks
experienced benefits manager with a minimum of 5 years
benefits management experience. Degree required plus solid
‘wntten and verbal communication skills Requires experience
In contract negotiations, plan design and interpretation, col-
lecting and consolidating data for plan evaluations, and tri
the preparation of plan communication materials Existing
corporate experience required. Contact NOW on this and
other superb opportunities throughout 1988
GILBERT -- HAFNER & CO.
Insurance Staffing Consultants

6060 N Central #470, Dallas, TX 75206, (214) 361-9341

EMPLOYEE WELFARE BENEFITS CONSULTANT

1 Entry Lmel
2 Experienced
Aorl¢la based, well established consultjng firm has No opentngs In the employee wellare benellt div,sion
1 Entry Lmt Posmon Requirements

A. College graduate

B Thmetollveyears group expeden®©a

C A commmnmt to CEBS or CLU designation

D An abilny to communicate verbally and in writing,

E Desire lo workina simulating environment
2 Experienced Level Position Requirements

A College graduate.

8 Five to ten years benelia consulting or large case group Insurance expenence

C CLU or CEBS designation or law degree,

D Highlevel of witten and verbal communicallon skils

E D in empi welfare benefits problem soving wrth large employers
St Petirsburg Florida location Excellent salary bonus and prom shal,ng plan All benefits paid by finn
All resumes must be accompanied by a single page letter descnbino wh, the applicant is suited for the posmon
No t81ephone calls w:11 be taken Please sand your letter and resume to

Editafd W Shor, Pre:id,It
81,er Im,amm "alaimn. Caa.lnmall
PO Box 21343. St P ter:b. FL 33742

REGIONAL ACCOUNT
EXECUTIVE

PARTNERS National Health Plans isoieof the 6th largest

- Experienced MARKETING MAN-
AGER for Risk Management and

St Chicago, IL 60611 For more information aill 312-649-5340

BUSINESS OPPORTUNITIES HELP WANTED

OPPORTUNITY MECHANICAL ENGINEER

Medium sized Ljoyd's Brokers without 25 years' Experience Will handle as-
re resentation in'North America are signments Inspection Reports, Loss

nierested in acquiring existing or fin- Control, Audits P&C Licensed Paul
277522, Riverdale,
MCLA'sm Boston, Washington or New IL 60627 312-748- 5300

RISK MANAGER
Risk Manager responsible for insur-

aggressive Lloyd's Broking House Re- ance, loss cpntrol f‘ clallrns f?r atdi/_
plies please to Box 2409, Business In- namic growing national real estate

surance, 740 Rush St, Chicago, IL owner/management flrm W|th lnterests
60611-2590 in various ptoperties with a specialty m
major shopping mails across the US
Desire a college graduate with a busi-
ness degree with 4-7 years of business
experience Seeking bright, articulate,
self starter who can assume other re-
spansibilities Located in Midtown
NYC at location convenient to Grand
Central Station Salary commensurate
with candidate's experience Box 2407,
Business Insurance, 740 Rush St, Chi-
cago, IL 60611-2590

with the benefits of being part of an

INSURANCE
ANALYSTS

Commercial

COMML AUTO/L H. TRUCK
UNDERWRITER
Want to live in the South west' Have ex-

perience handling commt auto and
L H trucks9 Understand forms and fil-

Lines

ings? Markets in place already - whole-
saler now needs right person to expand
formation services to the properly/ca- successful transportation department
sualty industry, seeks lnsurance) profes- For even further information reply to
sionals to research key insurance Box 2408, Business Insurance, 740
legislation, conduct studies, develop Rush St, Chicago, IL 60611-2590

rate, rule and policy form revisions, and
analyze reports for presentation to parti
apating companies

ISO, a nationwide leader providing in-

NOTICES

SILLS CUMMIS ZUCKERMAN RADIN

The analytical self-starters we seek TlSCHMAN ESPSTEIN & GROSS P A

will have 1-3 years of progeltx or ca- Jerse 07182 201) 643 3232 Attor-
sualty lines experience an ollege de- neys for Kenheth’'D Merin Commis-
gree CPCU exams a plus These post- sioner of insurance of The State of New
lions. located in New York Ctty's Wall Jersey, In his capacity as Liquidator of
Street area, provide an excellent salary Integrity laiurance Company, and MI-
and benefits package For consideration, chae! Miron, as Deputy quuldator of In-

forward your resume with salary histog SU SUﬁ‘EVFéTéR%éLJRT"C)gF NEW JERSEY,
to A ZIMBERG. H

uman Resdurce ANCERY DIVISION BER

partment COUNTY, GENERAL EQUITY F’ART,
Docket No - C-7022-86
IN THE MATTER OF THE LIQUIDATION
Insurance OF INTEGRITY INSURANCE COMPANY

Civil Action
ORDER TO SHOW CAUSE
The Honorable Kenneth D Merin m his
capacity as Liquidator of Integrity In-
surance Company and Michael Miron,
in his capacity as Deputy Liquidator of
Integrity Insurance Company, having
submitted the Certification of Special
Counsel, Steven S Radin, Esq, and it
appearing from the papers filed herein
that numerous proofs of claim havew
been filed in the offices of the Deputy
Liquidator, Guaranty Associates, or
Ancillary Receivers and that notifica-
tion to policyholders, claimants and
other interested parties of fugure pro-
ceedings in the liquidation of Integrity
Insurance Company is to be made as set
forth herein, And, it also appearing
from the papers filed herein, that an
Application for Ex Parte Orders has
been filed with this Court, IT IS on this
Min 5 years mono-line property under- 15th day of April, 1988, ORDERED,
writing exp to supervise 3 persons In- that all persons or entifies who have
tematl exp a plus Salafy to 5S filed proofs of claim on or before March
SENIOR EXCESS UNDERWR'TER 25, 1988 tn the offices of the Deputy
Liquidator, Guaranty Associations or
Ancillary Receivers and all other in-
asK terested parties show cause before the
Superior Court of New Jersey, Chan-
LOSS CONTROL MANAGER cery Division, Bergen County Court-
Home office position 3-5 yrs exp, house, Hackensack, New Jersey on the
heavy casualty bkgd preferred Loss 6rh day of May 1988 at 9 00 a m in the

Services
Office, Inc.

160 Water Street. NY, NY 10038
Equal opportunity employer M/F

Wells Financial Executive Search

25 E Washington, Suite 502, Chicago,

IL 60602-1703
CONTACT-mACY STONE
(312) 3464474

PROPERTY UNDERWRMNG
MANAGER:

5+ years expenence underwriting ex-
cess casualty and umbrellas Salary to

national health care companies, specializing in high
quality health care options including HMO's We are

prevention and training exp a plus Sal-
ary to 40K
SAFETY SPECIAUST

forenoon or as soon thereafter as coun-
sel may be heard, (a) why an Order
should not be entered providing that

a joint venture of Aetna Life Insurance Company, the
nation's largest private insurer and VHA (Voluntary
Hospitals of America).

Key responsibilities focus on making presentations to
CEO-level management of VHA hospitals and regional
healthcare systems, selling them on 3rd party claims
administration programs and coordinating with our

other products and ensuring their continuing
satisfaction

Ourselected applicantwillworkunderminimal super-
vision, monitorthetrown salesand report to PARTNERS
managementat regular intervals Requirements include
comprehensive knowledge of HMO's and PPO's, self-
funding claimsadministration, stop losscoverages and
basic underwriting, experience in selling to large groups
and PC user familiarity Excellent written, oral and
interpersonal skills are essential for success Extensive
travel is required, relocation can be considered

Ourcompensation plan includes competitivesalaryand
commission and fringebenefits Forpromptconsidera-
tion, send resume and salary history to PARTNERS

National Health Plans, Dept. AE, Corporate Recruiting,
P.O. Box 160789, Dallas, TX 75016.

We are an equal opportunity employer m/f
Principals only please

PARTNERS

Natic,nal Health Plans

notice of future proceedings in this

2 years exp and safety degree needed Liquidation be duly served only upon
lor local temtory No overnight travel those persons or entities who either ap-
Salary to 29K pear before this Court to be heard on
such return date or submit a written

statement requesting such notice of fu-

ture proceedings with the office of

Special Counsel representing the Lig-

1 uidator and Deputy Liquidator, Sills

Cummis Zuckerman Radin Tischman

Epstein & Gross, PA,33 Washington

LOO ki ng for a Sree Newark, New Jersey 07102
; (Attn éteven S Radin, Esq ) on or be-
candidate to

fore the 2nd day of May 1988 and (b)
fill the Job?

why an Order should not be entered
providing for Ex Parte Applications
and Orders as provided for in the ac-
companying moving papers, and IT IS
FURTHER ORDERED, that all persons
or entities who appear on the return
date may petition this Court to form a
committee of creditors to facilitate the
administration of the estate of Integrity
Insurance Company in Liquidation,
and IT IS FURTHER ORDERED, that
service by mail on or before April 26,
1988 of this Order to Shogw Cause and
all supporting papers be made upon all
Guaranty Associations, Ancillary RE-
ceivers, State Departments of Insur-
ance, and all creditors who previously
appeared herein on March 24, 1987 in
regard to the Liquidation Order, and
all persons or entities who have filed
proofs of claim alleging an amount in
excess of $100,000 00, and that service
to all other persons or entities who
have filed proofs of claim be made by
publication of this order to Show Cause
in the New Jersey Law Journal, Newark
Star-Ledger, New York Times, New
York Law Journal, Wall Street Journal,
Business Insurance, National Un-
derwnters and Lloyd's List on or be-
fore April 29, 1988 and that such ser-
vice be deemed good and sufficient
WILLIAM C MEEHAN, JSC
1 Dated April 15,1988

Advertise in The

Professional

Marketplace
and reach

50,059 TOP

Professionals!

Call 312/649-5340

for details.



Demographics changing industry

By MICHAEL BRADFORD there will be fewer workers
On a more positive note for insurers, Mr Wattenberg pre-
PALM BEACH, Fla -Insurers have to consider the impact dicted that
of shifting demographics in their long-range business plans, - Insurance companies will have to write coverage for
according to a group of experts who gathered to discuss social exposures that are now insured by federal programs like
change and its effects on the insurance industry Medicare Those programs will be underfunded because of
Social scientists, economists and insurers gathered for an the shortage of workers paying into the plans, he noted
all-day meeting at The Breakers in Palm Beach, Fla, to There will be shortfalls in the Social Security program that
discuss how aging baby boomers, population trends, politics "one way or the other, insurance companies on the private
and other factors will shape the insurance industry and so- side will have to pick up," he remarked
ciety as a whole in the coming years - Fewer people means a higher per-capita income Those
The session was part of the annual meeting of the Alli- people will be able to purchase more possessions that they
ance of American Insurers held April 12-13 at the Florida will insure, said Mr Wattenberg
resort At the meeting, an afternoon panel of Insurance indus- Mr Lett of Unigard said the demographics presented by
try experts reacted to a morning program that featured schol- the AEI scholars show that insurers have to be careful when
ars from the American Enterprise Institute for Public Policy putting together marketing strategies
Research in Washington, D C For example, he pointed to a recent study that shows Or-
And, insurance industry experts agreed that the demo- ange County, Calif, and neighboring counties are expected
graphic figures they heard will shape future business deci- to continue their booming growth patterns over the next six
sions-particularly with regard to hiring years
Insurance companies, the experts agreed, will have to work "Now that's not all that significant until you have some-
harder to attract quality personnel from a shrinking pool of thing to compare it to," said Mr Lett He pointed out that,
candidates "there are more people in Orange County right now than
Lawrence G Brandon, executive vp of The American In- there are in the entire state of Idaho "
stitute for Property & Liability Underwriters in Malvern, Such a densely populated area "spawns competition,"” he
Pa,said the challenge for insurers to hire capable employ- said "You can write more business in the three blocks from
ees is "the single most critical item facing the industry in your office than you can m the entire state of Idaho Com-
the next 10 years " petition is ferocious right now '
Mr Brandon told the group that although insurers have
day "make it very, very clear that we're going to be having a come a long way in terms of business planning since the late
much lower number of people coming into the labor force 19605, the industry is still "too short-term oriented "
And the competition for those young people IS golng to be He said insurers need to establish "a vision" of the future
very strong from other industries
"So | think the insurance industry IS perhaps going to Mr Brandon told chief executive officers the most impor-
have to abandon a policy we may have gotten away with-and tant piece of planning is to "get a good vision of where you
that's lust hiring average people and paying them aver- want the company to go And then communicate that vision
age wages | think now we're at the point in time where we to the best people you can possibly surround yourself with
can't afford to do anything other than hire the best that we and let them carry out that vision "
can and train them early and educate them continuously " Mr Lett agreed, adding that computerization should be
Mr Brandon mentioned figures presented in the morning an mtegral part of the chief executive officer's vision
session by Benlamin Wattenberg, a senior fellow at the AEI Mr Lett asked the audience to "just consider what has
and author of the recently published book "The Birth taken place in the last decade"” in terms of technological
Dearth.” breakthroughs "There's more on the way A lot more
He mentioned such advancements in automation as com-

Mr Brandon said demographics presented earlier in the

to work toward

Mr Wattenberg told the group his research shows that be-
tween 1990 and 2000, "the actual number of young adults pact discs that store great quantities of information, speech
between age 25 and 34 will go down by about 18% Now recognition equipment that allows humans to talk with com-
this has enormous ripples throughout the economy " puters and video programs being used to train workers

Those ripples will cause a labor shortage for some areas "I think companies that have this vision and stay abreast,
of busmess and industry in some parts of the country, he continuously using it, will be those that have a better-than-
noted average chance of succeeding in the next decade," said Mr

Other insurance Industry experts agreed with Mr Bran- Lett
don that there IS a need for insurers to carefully select and Mr. Mooney of the Il said he thinks computerization could
train personnel in commg years be used as a drawmg card for msurers that need to attract

Peter F Frenzer, executive vp of Nationwide Insurance young workers
Cos in Columbus, Ohio, said, "Companies that don't hire "We defmitely do need to attract young people because of
excellent people will be the ones that are consolidated They this decreasing pool based on demographics," said Mr
won't be in business anymore " Mooney
He said the insurance Industry doesn't realize it is way
Job in recent times of training and developing underwriters, ahead of most businesses in terms of being highly auto-
marketers, claims people and the like," added James C Lett, mated And it should promote that feature of the business in
vp/underwriting at Unigard Security Insurance Co in Belle- its recruiting, he noted
vue, Wash "We should be conscious of this, that we do have some-

"l agree that as an mdustry we haven't done a very good

Sean Mooney, senior vp and economist with the Insurance thing to sell to young people who are interested in an indus-
Information Institute in New York, noted that "we defini- try that is involved with high-tech and uses high-tech in its
tely need to attract young people because of this decreasing business And we could look a lot more attractive to them
pool based on demographics " rather than Just saying, 'We sell insurance

Mr Wattenberg said the diminishing number of young F David Rolwing, president of The Montgomery Mutual
workers and the slowing of population growth overall will Insurance Co in Sandy Spring, Md, moderated a panel dis-
have both good and bad effects on the insurance industry

On the negative side, he predicted

- Fewer homes will be built as the population shrinks,
meaning fewer homeowner policies will be needed

- There will be fewer first-time car buyers that get on the
automobile and insurance purchasing "treadmill” for life

cussion among the AEI speakers that followed their formal
presentations
Norman J Ornstein, a resident fellow of the AEI, and AEI
senior fellow Irvmg Kristol also spoke at the meeting
The afternoon session also featured John B Conners, ex-
ecutive vp of Liberty Mutual Insurance Co in Boston That
» Smaller families will mean less life insurance will be program was moderated by J John Wortman, president and
needed chief executive officer of the American Mutual Liability
» Workers compensation writings will decrease because Group in Wakefield, Mass

HMO costs

Continued from page 1

the utilization patterns of those employees," ums-as well as adverse selection against in- 1988
who typically are the younger, healthier em- demnity plans-certainly is too great for

Some 65%-or about 45,500-of Pacific
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P/C industry

takes on new role

says Whitcomb

By MICHAEL BRADFORD

PALM BEACH, Fla -The property/casualty insur-
ance Industry has outgrown its role as lust a "protee-
tor" of people and property and today IS regarded as
an Important element of the U S economy and so-
clety, says an Insurance company chief executive

"The industry's role as a protector is only part of its
function m today's society The insurance industry
has a tremendous economic impact on the country in
other areas as well," says Clifford H Whitcomb,
chairman of the Alliance of American Insurers and
president and chief executive officer of Prudential
Property & Casualty Insurance Co m Holmdel, N J

Mr Whitcomb, in opening remarks at the Alliance's
annual meeting held earlier this month at The Break-
ers in Palm Beach, Fla, said "Since Ben Franklin
organized the first American insurance company in
1752, the property and casualty industry has ex-
panded to a $200 billion a year business which tou-
ches the life of virtually every American "

As an example of how much the industry has
changed since the days of Ben Franklin and to show
the industry's current impact on the U S. economy,
Mr Whitcomb pointed out that the entire insurance
industry-

0 Contributed $79 3 billion to the U S gross na-
tional product in 1986

« Employs 2.2 million Americans and contributes
nearly $57 billion to U S payrolls annually.

« Will create more than 35% of the new Jobs m fi-
nancial services between 1984 and 1990

Mr. Whitcomb also said property/casualty insurers
will pay an estimated $2 billion in 1987 federal in-
come taxes and provided around $4 billion to state
governments in the form of premium taxes and van-
ous fees

"So, besides providing financial stability,” Mr
Whitcomb remarked, " the insurance industry also
participates in the economic and social processes vital
to the nation's well-being in its role as an employer, a
source of capital and a distributor of funds."

With such an integral role m the U S social and
economic process, the insurance industry has certain
obligations, Mr. Whitcomb said

For example, he noted, the industry's involvement
in civil justice reform "and the changes we advocate
will provide a fairer system of compensation for ev-
eryone. Uncontrolled costs, widespread abuses, long
delays and unpredictable outcomes add unnecessary
trauma to the courtroom ordeal, and have a devastat-
ing impact on the cost and availability of many goods
and services "

"Insurers are key players in the legal, social and
economic developments that are continually shaping
our society. Logic dictates that we take an active role

in the debates and the problem-solving process," he
said.

The Alliance also elected 1988-89 officers at its an-
nual meeting. Dieter H Nickel, chairman and presi-
dent of Church Mutual Insurance Co. of Merrill, Wis,
was elected chairman of the Alliance.

Elected vice chairmen were. Gordon A Ennis, pres-
ident of Merchants & Busmess Men's Mutual Insur-
ance Co, Fred W Green, chairman and CEO of
Abington Mutual Fire Insurance Co , Ronald R
Harder, president of Jewelers Mutual Insurance Co ,
and Morris Lloyd Jr, president, treasurer and CEO of
the Philadelphia Contributorship Insurance Co

However, the cost impact of HMO premi- total of $250 million on health care costs in ance mechanisms, flexibility in designing

benefit plans and rating flexibility
All HMOs the company currently contracts

ployees. said Glenn Meister, a vp in the Los most employers to ignore today, benefit ex- Telesis' 70,000 employees in California and with are federally qualified Federally quali-

Angeles office of A Foster Higgins Health- perts say
Group Actions by employers to understand and

Nevada are enrolled in 20 HMOs

fied HMOs are permitted by the federal HMO

"We are currently reviewing all of our em- Act of 1973 to require any employer with 25

" While employers were somewhat con- manage their HMO costs "have pretty rap- ployees enrolled In HMOs We are trying to or more employees to offer the HMO if the
cerned about this three years or so ago, the idly increased in the last year, and we will look specifically at the ones that meet the employer does not currently offer a federally
impact on their overall health costs then was see more of it, particularly as employers see needs of the company as well as those that qualified HMO
not that great,” smce most employers had greater increases in their indemnity plan meet the needs of our employees,” Mr Aus- The law specifies that employers with 25

small numbers of employees enrolled in costs" as a result of inflation and adverse tin explained
HMOs, Mr Meister added selection against those plans, predicted Pat

or more employees can be required to offer

To accomplish this goal, Pacific Telesis in- at least one group model HMO and at least

Indeed, during the last several years of Richter, a consultant in the Lincolnshire, tends to reduce the total number of HMOs it one individual practice association model

escalating health care inflation, employers lll, office of Hewitt Associates
directed their health care cost-contamment

contracts with and is establishing certain re- HMO
"HMOs have in the past been a one-way quirements that HMOs must meet if they

When a federally qualified HMO mandates

efforts toward their indemnity plans, smce delivery system," asserted Neil Austin, staff wish to contract with the company, Mr Aus- an employer, the HMO 15 required to offer

these plans typically covered the health care manager-health care cost containment for tin explained
of most of their employees San Francisco-based Pacific Telesis Group, a

the employer a community rating-a rate

For example, Mr Austin said, "In 1989, we based on the health care utilization and cost

Employers also figured that HMOs could telecommunications concern "But, we need will require some form of experience-rating experience of the HMO's entire enrollment

manage the health care costs of the small to start purchasing HMO services like we from the HMOs we deal with "
percentage of their employees that enrolled purchase other business services," he said
in the prepaid plans

However, Mr Austin explained that since

In an effort to determine which of its Cur- Pacific Telesis has never been mandated by
"We're going to spend $100 million on rent HMOs would be the most cost effective, any of its 20 federally qualified HMOs, the

And, most employers assumed they had HMO services in 1988, and if we're going to Pacific Telesis, along with Foster Higgins, company is able to negotiate rates with the
little or no control over HMO premiums be- spend that much, we need to know exactly developed a detailed questionnaire for the HMOs, instead of having to accept the com-
cause of federal regulations governing rate- what we are purchasing," he said, noting HMOs that sought information about their munity rate

setting by HMOs

that the company estimates it will spend a data reporting capabilities, quality assur-

Cont:nued on next page
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H |\/|O COStS roughly $50 million the company spends an- provide these rates But, Mr Carlson said, "escape clause” in its HMO plan that gives

nually on health care for its 18,000 employ- the company felt it "had room in terms of the HMO enrollees the option to receive health

Continued from previous page ees nationwide approximately $6 million federal HMO Act to adjust” its contributions care from non-network providers and still
"In a non-mandated situation, the federal goes toward HMO premiums, according to to HMO premiums receive partial coverage, she pointed out

regulations permit an employer and an HMO Keith Carlson, manager of group benefits "We based our premium contribution on If an employee elects to use a non-network

to negotiate whatever rate is mutually ac- "We have offered HMOs for a number of the demographics of the entire employee provider, he or she pays a $250 deductible

ceptable,” explained David W Brown, a years and, as part of our annual review of group, including the demographics of the and a 30% copayment up to a maximum

consultant with Foster Higgins in San Fran- health care expenses, we looked at the HMO HMO enrollees Then, as in the past, employ- out-of-pocket expense of $3,000 annually

cisco who assisted Pacific Telesis enrollment statis-ics of several of our ees are required to contribute to the HMO Normally under an HMO plan, enrollees
"Because community rating has not served plants,” Mr. Carlson said "As part of our premium any amount in excess of the com- must use only network providers to receive

Pacific Telesis well, they would like to enter overall stra-.egy to manage our benefit plan, pany's contribution,” Mr Carlson explained any coverage

into some kind of experience rating or risk we felt we could no: ignore this sizable por- This approach to reducing the employer's CSC's indemnity plan requires a $150 de-

sharing arrangement” with HMOs, he added tion of our tea.:h care costs " share of HMO premiums also was employed ductible and a 20% copayment, up to an an-

Meanwhile, under a proposed amendment "The comiar) was suspecting that adverse by New York-based J C Penney Co and nual maximum of $1,500
to the HMO Act, federally qualified HMOs selection was cecurring against their indem- other employers a few years ago (Bl, Dec 23, CSC also plans to negotiate or ad]Just HMO
that mandate an employer to offer the HMO nity plan,’' explamed Susan Brown, man- 1985) premiums to further control ItS HMO costs
would, among other things, be allowed to ager of the act_anal and benefits consulting Computer Sciences Corp of El Segundo, Foster Higgins and CSC conducted a de-
charge employers mutually acceptable pre- practice of ToucheRoss Inc in Chicago Calif, implemented several techniques to mographic study similar to the one Morton
miums Many benefit experts interpret the "By tracking the changes in HMO mem- contain its HMO costs Thiokol conducted in which the cost of pro-
bill, H R 3235, introduced by Rep Henry bership, we found that about 33% of the pop- For example, CSC decided last year that it viding health care for all CSC employees in
Waxman, D-Calif, as allowing experience- ulation had mc+,ed mto HMOs in one of their wanted to replace all of the approximately HMOs and the indemnity plan was deter-
rated premiums The bill 15 awaiting actior locations,” Bhe said 70 HMOs It offered ItS employees with one mined CSC plans to use this Information to
in the U S Senate Morton Thiokol :hen decided to concen- nationwide network of HMOs administered negotiate or adjust HMO premiums

Many employers, including Pacific Telesis trate on tw) o.' its facilities with the highest by one company "This information also serves the purpose
also are requiring their HMOs to provide uti- penetratior oY HMOs ItS Boston and Salt "We selected PruCare but met with a lot of of showing senior management that the com-

lization data on HMO enrollees so the em- Lake City ila- ts About 3,000 of the 8,000 resistance from our divisions," said Rena pany must consolidate ItS HMOs because it'S

ployers can negotiate and substantiate rates. employees working at both plants are en- McAfee, corporate director of compensation affecting the bottom line,"” said Mr Meister
And, many more are requiring that HMOE rolled in HMOs, uith 30% of the employees and benefits for CSC, refernng to the HMO of Foster Higgins

provide the data as a condition of contract- in Salt Lake City and 60% of the Boston em- network owned and operated by Prudential In addition to the study, CSC is requiring

ing with the employer ployees enrilled in HMOs CSC has 18,000 employees in 225 locations its HMOs to begin providing utilization data
"One of the things we're really looking for With the assistance of Newark, N J -based nationwide, about 40% of which are HMO so that rates can be negotiated and substan-

is for HMOs to provide Pacific Telesis with Prudential Insurance Co of America-which enrollees HMO contracting is handled se- tiated, Ms McAfee said

monthly utilization statistics on our HMCI administers claims under the company's parately by each of the company's 16 divi- "This is lust the first step in asking HMOs

enrollees This will be one of the require- self-insured indemnity plan-and Touche sions across the country, although CSC ad- to be accountable We know everyone needs

ments for an HMO to contract with Pacific Ross, the comfan> "analyzed the claims ex- ministers its indemnity plan from its to make a profit, but we want to make sure

Telesis,” Mr Austin said perience 01 the HMO enrollees before they headquarters it's the right amount of profit," she said
The company already has an extensive went into tie HMO " Mr Carlson explained "We determined that because of the $10 But, some consultants say it could be a
health care data base built on information "We fourd that the enrollees had favorable million we were spending on HMOs, we while before employers are able to obtain

from its indemnity plans "But, the data base claims exp erie-lce under the Indemnity plan needed to consolidate the plans Employee utilization review data, because most HMOs
represents claims information from only 35% and thoug -it that our HMO premiums for benefits IS the only department that has a lack the means to collect and report em-
of our employees So, it's hard to design ben- these empliyees should be based on this ex- $10 million outlay and can't explain it or ployer- and employee-specific data

efit plans and programs to control costs perience," -le said control it," Ms McAfee said However, Mr Meister said he thinks
when we don't have health information on "We decided to be more aggressive in For 1988, CSC has asked each division to "we're close to getting specific data from
65% of our population,” he said dealing wi-h our HMOs, and in 1987 we ap- phase out one HMO and has restricted divi- HMOs Some are responding to this demand

Some employers also are closely studying proached :hem and asked for experience- sions from adding any new HMOs "So, the slowly, especially in the more competitive
the cost and utilization experience of their type rates We asked the HMOs to develop number of HMOs eventually will be consoli- areas like Phoenix and Los Angeles Some

employees both in indemnity plans an i rates for d-ffeient age brackets to reflect the dated through these steps," she said HMOs are seemg the ability to provide this
HMOs so they can accurately ad]ust thelr lower health care costs of the younger, And, the benefit plan design under Pru- data as a marketing advantage,” he ex-
contributions to HMO premiums healthier employees that were enrolled m the Care is intended to give employees that se- plained

For example, Chicago-based Morton Thic- HMOs," he sad lect HMOs the incentive to join PruCare, she "How quickly the HMOs respond will de-
kol Inc decided it needed such a strategy b However, the HMOs serving the Boston explained pend on how serious employers get in de-
better control its health care costs Of the and Salt L ake City locations were hesitant to The company, for example, instituted an manding data,"” he added -

Asbestos coverage

Continued from page 2 trigger of UNR's insurance carriers' obligations under
Smce then, the corpany has been bombarded with the'property damage' provisions of the insurance poll-
thousands of asbestos bodily injury claims and, more cies purchased by UNR," according to the asbestos
recently, hundreds of claims from the owners of producer

schools and other public buildings seeking billions of However, the insurers argue in their brief "Asbestos
dollars for the cost of finding and removing asbestos in In buildings does no injury to the buildings them-
their buildings selves " They assert that UNR is simply looking to shift
UNR speculates m its motion for partial summary the cost incurred for "having produced a faulty or un-

judgment that, "the asbestos building cases may even desirable" product
surpass the massive litigation over asbestos-related Similarly, the insurers deny coverage for claims al-
I v m Cove red bodily inluries" in terms of number of claims filed leging diminution in the value of a building because It
= In its brief, UNR cites a 1985 study by the U S En- contains asbestos or loss of use of a building during
vironmental Protection Agency that estimated as- asbestos removal where there is no physical property

I 'Ve Ea rn ed bestos-containing materials can be found in as many damage

as 31,000 school buildings and 733,000 other public In a unique twist, UNR argues that the air space

and commercial buildings in the country within buildings is tangible property and that because
M C E B S While the company denies that asbestos In buildings the claimants allege the air in their buildings is conta-
y - constitutes a health hazard, it still maintains that its minated by asbestos fibers, there is property damage
primary insurers-Zurich Insurance Co, Bituminous But the primary insurers label this "one of the most
Casualty Corp , National Surety Corp and Continental bizarre, tortured analyses of the concept of property
"Like the weather, the field of employee - Insurance Co -and ItS excess Insurers-Northbrook ever put before the bench "

benefits is in a constant state ofchange But,
as a Certied Employee Benefit Specialist
(CEBS), I'm prepared to effectively and

' Excess & Surplus Insurance Co , First State Insurance "It Is ridiculous to suggest that the parties clearly
Co , The Home Insurance Co and Continental Casualty intended 'space’' to be tangible property covered by
Co -have a duty to investigate and defend the com- the property damage insurance,” they say
pany against these claims The insurers also argue that even if the claims
The insurers wrote 15 policies for UNR from 1961 to against UNR do represent property damage, the claims
1970, providing $4 3 million in primary liability cover- do not fall within any of the policy periods because the
age for third-party property damage, $9 5 million in damage did not occur until the owners of the buildings
primary bodily injury coverage and $60 million in total were aware that asbestos was dangerous-1979 at the
excess liability coverage with various attachment earliest

professionally handle those changes "

The CEBS designation is awarded to
individuals who successfully complete a
senes of ten college level courses and exam-
inations covenng the design and operation
ofemployee benefit plans The program is

cosponsored by the International Founda- points "It is only upon discovery that any in]Jury occurs,”

In addition to alleging that some of the underlying assert the primary insurers in their motion "Since no
claims are not sublect to the policies' aggregate limits, such discovery possibly could have occurred before
UNR also is asserting that defense costs should not be 1979 there IS no occurrence during the period of the

tion of Employee Benefit Plans and the
Wharton School ofthe University ofPenn-
sylvania

"Join the thousands of benet pro-

included within the policy limits primary policies and hence no duty to defend or in-
fessionals who have their careers covered . R . B "
The insurers argue, in four separate motions, that demnify
Contact the CEBS Department at the they do not owe UNR a defense or indemnification According to the insurers, the dangers of asbestos

International Foundation " . . . .
At the outset, insurers say they have not and will not were not widely known prior to 1979 and probably not

defend the third-party property damage claims pend- before 1982, when the EPA issued regulations requir-

Christine Metz, CEBS ing against UNR because they are stayed by the bank- ing the testing and identification of friable-or flaking

Manager ruptcy hearing --asbestos
Travelers Insurance Company However, UNR states, "The fact that proofs of claim But, UNR states that since the claims against the
West Palm Beach, Florida may remain unlitigated in the bankruptcy court while company allege continuing damage from the time the
awaiting the objection of the insured does not relieve asbestos-containing products were installed until they
the duty of the insurer to defend " are removed, insurers on the risk from the date of in-

In all four motions, the insurers argue that the stallation must be held accountable
claims do not represent property damage, but rather In developing ItS definition of when coverage is trig-
that UNR 15 seeking recovery for an economic loss in- gered, UNR relies heavily on court interpretations in
curred in the course of doing business bodily injury cases In many of those cases, the courts
But UNR argues that the claims do represent prop- have ruled that because asbestosis begins to develop at
. ) P erty damage because they allege asbestos damages the moment a person inhales asbestos fibers, cov-
Certified Employee Benefit SpeCIaIISt Prcgram theybuildings, reduces the Xaluegof the buildings ancgiJ erage should begi’; at the time of exposure
International Foundation ofEmponee Benefit Plans its removal reduces the occupants' ability to use the But the insurers say it is inappropriate to use a
P O. Box 69, Brookfield, WI 53008-0069, (414) 786-6700 buildings bodily injury definition for the trigger of coverage in a

"Each of these items is a separate and Independent Continued on next page



Mentor suit defendants maintained Judge Livaudais also concluded that "considerably more
ODECO and the other defendants also alleged that Messrs live trial withesses will be available in Bermuda than in New

Continued from page 1 ~ Kempe and Arnold were trying to prevent testimony by non- Orleans, where It appears that relatively few witnesses re-
under the federal Racketeer Influenced and Corrupt Organi- party witnesses based in Bermuda and, thus, outside the sub- side "
zations Act if the case were moved to Bermuda poena powers of an American court In any case, "the parties will still be able to depose the

"The attorney for the hquidators was hoping to try this The motion for dismissal requested that the case be large number of witnesses residing elsewhere in the United
case in a forum which did not have a feel for reinsurance It brought in a Bermuda court, that all related legal proceed- States, since the court will sublect its order of dismissal
now looks likely to be tried in an environment where people ings in the United States be stayed and that statute of limita- to a six-month stay to allow discovery," the Judge said

understand the nature of reinsurance," said David Spector, a tions provisions on the case be waived provided the action As the overwhelming number of these witnesses reside in

lawyer with the Chicago firm of Mayer, Brown & Platt, was begun in Bermuda within a year (Bl, Nov 16, 1987, Nov and around New York, we further hold that Bermuda is a

which represents ODECO 9,1987, Sept 21,1987) closer and more convenient forum than New Orleans, should
"This is the most fundamental blow to the hquidator's Mentor's liquidators, meanwhile, urged Judge Livaudais to any of them be willing to testify at trial "

case,” he said dismiss the defendants’ motion The Judge said that another private interest factor af-
"One of the reasons ODECO sought trial in Bermuda was The liquidators argued that Bermuda would be an inade- fecting his decision was the enforceability of a final ludg-

because litigation proceeds more promptly there than in the quate forum for their claims, contending that the RICO ment But he said that because the U S defendants had un-
U S," he added "It is not in ODECQO's best interests to delay claims could not be heard in a Bermuda court and that the dertaken to accord "full faith and credit in any U S districf

this case forum non conveniens doctrine cannot be applied In RICO court in which plaintiffs seek to enforce said Judgment," en-
However, one Bermuda source said the case would likely cases in any event forceability will not be affected whether a judgment is pro-

represent a significant burden to the Bermuda Supreme In addition, the liquidators pointed out ODECO's view that cured in New Orleans or in Bermuda

Court none of the liquidators' causes of action could be heard in Judge Livaudals also disagreed with the hquidators' argu-

Indeed, a provision of Bermuda law could allow the chief Bermuda Messrs Kempe and Arnold argued that if this ment that the defendant's motion for dismissing the case in
Justice of the Supreme Court to appoint an associate justice proved to be correct, they would run the risk of being de- New Orleans was untimely and had been produced 18 months
to assist in the trial, the source said prived of all legal remedies after the hquidators' suit was filed

Liquidator Charles W Kempe Jr, a partner with Arthur Making use of the defendants' own arguments, the liquida- He said that although timeliness is another private interest
Young & Co in Bermuda, said he IS considering appealing tors said that if the suit is allowed to be brought in Bermuda, factor in a forum non conveniens analysis, the court had con-
Judge Livaudais' ruling to the 5th U S Circuit Court of Ap- they would be unable to compel vital U S -based witnesses to sidered the magnitude and complexity of the case and deter-

peals in New Orleans appear mined that the 18-month delay does not demonstrate the de-
Mr Kempe and Mentor co-liquidator Michael J Arnold, But Judge Livaudais ruled that the first test of a proposed fendants were dilatory

another Arthur Young partner, filed suit against New Or- alternative forum is whether it is "available and adequate " "We also note that this case has not reached the discovery

leans-based ODECO and the other defendants in U S Dis- Other factors involved whether the private interests of the  stage, and we infer that dismissal at this luncture will not

trict Court for the Eastern District of Louisiana in March litigants or public interest favored trial in a foreign forum, prejudice the parties' ability to prepare for trial," the judge

1986, seeking to force ODECO and several ODECO and Men- the Judge said ruled

tor officers to cover the estimated $500 million Mentor insol- "It is unquestioned that the plaintiffs, appointed by a Ber- He said that public interest factors in the analysis included

vency (Bl, March 24, 1986) muda court to wind up the affairs of Mentor, are subject to congestion in the New Orleans federal court and Bermuda's
In addition to ODECO, the defendants are Mentor's imme- jurisdiction in Bermuda," Judge Livaudais ruled interest in having "localized controversies resolved al

diate parent, Mentor Holding Corp, Bermuda-based rein- "The court further finds that all defendants have agreed home "

surer Pinnacle Reinsurance Co Ltd, and current and for- to submit to lurisdiction in Bermuda " "Bermuda has an interest dwarfing any this forum might

mer ODECO and Mentor Holding officers William L Colson, Judge Livaudais described as Munpersuasive" the liquida- have," because the alleged in)ury occurred to a Bermuda

Clovis H Steib, Ronald W Herman, Odie F Vaughan, James tors' contention that their RICO claim cannot be heard in company whose affairs are being wound up under the laws 01
L Kilpatrick, Hugh J Kelley, Herman S Kelley and J Bermuda and that their case would be hampered by the Bermuda and because the propriety of annual audits of Men-
Douglas Higley island's limited discovery provisions tor are at the very heart of the suit, the ludge ruled

The suit alleges that seven of the defendants devised a "Neither the unavailability of RICO nor any alleged defi- Although we were (and are) prepared to recognize that the
scheme to defraud Mentor, ItS policyholders and creditors by ciencies m the complaint are sufficient to render Bermuda an Louisiana residence of most of the defendants constitutes a
arranging excess-of-loss reinsurance contracts to conceal inadequate forum A forum IS inadequate only where It Louisiana Interest in the exercise of jurisdiction, we cannot
Mentor's true financial condition The defendants have con- would afford a plaintiff no remedy at all as where the say that the residence of the defendants is nearly enough tc

sistently denied the allegations since the litigation began forum does not permit litigation of the subject matter of the make Louisiana the more convenient forum," the judge
Mentor took credit on its balance sheet for two reinsurance dispute ruled
contracts with Pinnacle without disclosing other agreements "There is no doubt that Bermuda permits litigation of the Responding to the liquidators' claim that numerous fraud-

providing that Pinnacle would not pay any reinsurance sublect matter herein, namely common law fraud, negligent ulent acts had occurred in Louisiana, Judge Livaudais said
claims for 10 years from the inception of each contract, at misrepresentation, breach of fiduciary duty and piercing the "If the defendants have perpetrated the fraudulent and neg-
which time a single lump-sum payment of a predetermined corporate veil Therefore, for the purposes of forum non con- ligent acts averred by the complaint, we are confident that &
amount would be made, the liquidators allege veniens analysis, plaintiffs will not be deprived of all re- Bermuda trial court will see to it that defendants make good
As a result of the contracts, Mentor reported net income of medles by trial in Bermuda," the judge said whatever harm they did, contrary to plaintiffs' repeated rep-
$83 million in 1982 instead of a $2 5 million loss, and a net The judge went on to point out that Bermuda's "allegedly resentations that defendants will go unpunished if they are
loss of $59,000 in 1983 instead of a $7 7 million loss, the more restrictive discovery practices" will impose no greater not tried here "
lawsuit alleges burden on plaintiffs than on defendants He said that unless He found that "whatever regulatory interests Louisiana
Charging common law fraud, RICO violations and negli- Bermuda discovery is so unfair as to deny due process, this may once have had in Mentor is scarcely reflected in this
gent misrepresentation, the suit seeks recovery of about $700 aspect should receive little, if any, consideration in a forum litigation, which arises out of no Louisiana risk insured by

million in damages non conveniens analysis Mentor and involves no claims by Louisiana insureds againsi|
In their forum non conveniens motion, all 11 defendants "Finally, any possible prejudice to plaintiffs will be all but Mentor

argued that the civil case against them represented a trans- eliminated by making dismissal sublect to a six-month stay “Moreover, as defendants note, the proposition that Louisi-

parent exercise in forum shopping to allow the parties to complete discovery in the United ana has a regulatory interest in this litigation cannot be
The defendants claimed that by bringing the suit in New States before proceeding to Bermuda," Judge Livaudais squared with the fact that the Louisiana Insurance De-

Orleans, the liquidators were ignoring Bermuda's strong ties ruled partment has closed its file on Mentor "

to the dispute and its economic interests in the resolution On the subject of private interest factors to be evaluated in The judge further noted that the trial of the Mentor suit in

of the case considering the defendants' dismissal motion, Judge Livau- New Orleans would raise problems not only with conflicts 01

In addition, the fact that Bermuda law does not allow the dais said that the defendants' "professed” need for docu- laws but also with the application of Bermuda law, which, he
triple damages recoverable under the U S RICO statute does ments from third-party witnesses in Bermuda tips this factor said, would be involved in at least two of the liquidators
not make the island an inadequate forum for the suit, the in favor of trial in Bermuda charges -

Asbestos coverage

Continued from previous page UNR contends that this exclusion only ap- AnNd, in a joint motion, Continental Ca- But UNR goes one step further and says
property damage case plies when the insured withdraws a defective sualty and Northbrook say their policies "Even when a complaint or claim is not
The insurers also argue that coverage for product, not when the policyholder is forced contain an exclusion that states "coverage couched in terms of trespass or nuisance,
the third-party asbestos property damage to withdraw the product, as is the case with under this policy shall not apply in the case UNR's carriers owe a defense under the per-
claims is barred by several exclusions in the the asbestos claims of any claims arising out of asbestosis " sonal injury hazard if the claimant alleges a
GGl form However, insurers argue that "limiting the However, UNR points out that Judge potential health hazard due to the presence
* The "owned property" exclusion, which sistership exclusion to situations in which Brown, ruling in the coordinated asbestos of asbestos-containing products in its build-
precludes coverage for damage to a pollcy- only the insured initiates withdrawal would coverage litigation in San Francisco, said, ing The mere threat of future injury may
holder's own property or products not only be directly contrary to the plain "The asbestosis exclusion does not apply to Interfere with the present use and enjoyment
"The Supreme Court of lllinois has made policy language, but it would also lead to claims concerning property damage " of land and thus constitute an actionable and
clear that a policy with this exclusion is not absurd results " Therefore, UNR argues that this exclusion present nuisance "
intended to cover the costs associated the re- "Insure(is who are in jeopardy because of a is not applicable in its case The basis of Insurers also reJect UNR's argument that
pairing or replacing an insured's own prod- known defective product would never miti- Judge Brown's landmark decision is that as- because some of the claims accuse the com-
ucts,” said First State in its motion gate their potential losses by mitiating with- bestosis is a disease that 15 relevant to bodily pany of being a generator of dangerous ma-
However, UNR says "The intent and ef- drawals of their products," the insurers say injury claims, not property damage claims terials under the Superfund Act, the cost of
feet of this exclusion is to bar recovery only Rather, "they would simply await suits by Insurers also vigorously oppose UNR's ra- asbestos removal is covered under non-prod-
f the cost of the defective product, It does the aggrieved public and pretend this plain tionale that many of the claims can be co- uct provisions of UNR's CGL policies and,
not exclude coverage for injury to other exclusion does not apply-as UNR does vered under the bodily inJury provisions of therefore, are not sublect to aggregate

property caused by UNR's products " here ® its CGL policies because many of the claims limits
= The -loss of use” or -business risk” ex- - The "pollution exclusion" clause, which allege that asbestos is a trespasser and a The company says that because these
:lusions that bar coverage for the failure of bars coverage for claims arising out of the nuisance since the owners of the buildings do claims do not allege a defect in UNR's prod-
UNR's products to perform satisfactorily discharge, dispersal, release or escape of not want it there and It interferes with their ucts, but rather seek recovery for a stat-
"The only thing that is clear about this ex- contaminants unless such pollution is "sud- right to use and enjoy their property utory duty to remove the asbestos, the claims
clusion is that it does not apply to loss of use den and accidental " The bodily inlury provisions insure, among are covered
of property that has already been physically Insurers say "neither the claimants nor other things, "wrongful eviction or other in- "UNR's transparent attempt to distort this
Injured,"” UNR says "Therefore, because the UNR make any claims that the release of as- vasion of the right of private occupancy " toxic waste legislation fails for two reasons,"”
physical injury is alleged in the underlying bestos fibers IS sudden and accidental" and, "The claims allege trespass and nuisance, according to the primary insurers "CERCLA
cases, this exclusion is inapplicable " therefore, the pollution exclusion clause bars and our insurance covers trespass and nui- claims are not covered 'property damage
UNR says the exclusion only applies when coverage sance," said UNR attorney Mr Pasich and do not constitute claims for 'damages’
a product fails to perform as warranted, not UNR argues that the pollution exclusion But the primary insurers say "Even a cur- under these policies "
when a product causes property damage clause only applies to pollution into or upon son, examination of the package shows that In addition, the Superfund Act does not
UNR's products did not fail to keep the land, air or water-not to claims involving the property damage coverage is intended to apply to claims involving asbestos removal,
Duilding insulated, therefore the exclusion is contamination of buildings cover physical injury to tangible property the pnmary insurers assert
not valid, according to the manufacturer UNR also states that none of the third- while the personal injury insurance O in- "UNR's 'personal injury' and 'non-prod-

« The "sistership" exclusion, which states party asbestos property damage claims al- tended to cover InJdury to tangible interests of uct' coverage assertions are completely
there is no coverage when a policyholder lege pollution and that the courts have said people People, not inanimate ob]lects without merit and, needless to say do not
Nithdraws its product from the market be- the exclusion only applies to willful indus- such as buildings, are the focus of the cover- raise even the potentlal for coverage," the
Dause of a known or suspected deficiency trial polluters age " insurers say
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Tobacco maker cover-up eyed

Continued from page 2
Lorillard had failed in their legal duty to warn Mrs Cipollone of
the dangers of smoking However, he allowed that claim to stand
against the Liggett Group because Mrs Cipollone had smoked that
company's cigarettes before 1966, when federal law first required
health warnings on cigarette packages

Judge Sarokin ruled Oct 27, 1987, that the plaintiff could not
recover against the three tobacco manufacturers under the "risk/
utility” theory of strict liability, under which the companies would
be liable for manufacturing a defective product because the risk to
users significantly outweighs the benefits (Bl, Nov 2, 1987)

Acne drug tied to birth defects

WASHINGTON-The Food and Drug Administration will hold a
hearing Tuesday to consider a range of possible actions-including

a ban-on the anti-acne drug Accutane, manufactured by the Roche
Laboratories division of Hoffmann-La Roche Inc

An internal FDA document revealed last week estimated that the
drug's use by pregnant women caused severe birth defects in 900 to
1,300 babies born between 1982 and 1986, and caused 700 to 1,000
spontaneous abortions The FDA estimates that 16,000 to 23,000
pregnant women used the drug during those years

But, Howard Rofsky, director of clinical marketing for Roche,
said that the FDA estimates-based on Michigan Medicaid figures
-"grossly overstated" the number of birth defects caused by Accu-
tane, and that only 62 cases have been tied to the drug to date He
also pointed out that since the drug was introduced in 1982, it has
included warnings against use by pregnant women

Mr Rofsky would not comment on whether any product liability
claims have been filed against Roche connected with Accutane,
which produces about $40 million to $50 million in annual sales
Hoffmann-La Roche's risk manager could not be reached for com-
ment on the company's insurance coverage

Briefly noted

Finnish insurance group Kansa Corp Ltd today hopes to an-
nounce details of its plans to acquire Clarendon America Insur-
ance Co. and subsidiary Clarendon National Insurance Co
this week The Clarendon companies are units of Bermuda-based
Clarendon Group Ltd , which is already 30% owned by
Kansa Massachusetts Gov Michael Dukakis last week signed
legislation requiring all employers with more than five employees
to provide health care coverage valued at $1,680 per employee
annually or pay a surcharge on state unemployment insurance that

equals $1,680 per employee The law takes full effect m 1992 (BI,
April 18)
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services to risk managers

Two U S reinsurers have formed
subsidiaries to help risk managers MarketS
solve insurance coverage problems

U S risk managers can access

the products and services of New There is no minimum premium The facility can provide a $10
York-based American Re-Insur- required to deal with Am-Re Man- million limit on excess insurance
ance Co through a new subsidiary agers or reinsurance of workers comp
Am-Re Managers Inc of Princeton, The new subsidiary IS under the risks and a $5 million excess insur-
NJ

direction of James Pearce, execu- ance or reinsurance limit on gen-

And, Stamford, Conn -based tive vp, overseeing planning and eral and auto liability risks
General Re Corp is forming a new interfacing with American Re divi- The minimum self-insured reten-
underwriting management unit to sions, Stephen Satler, senior vp, in tion or captive retention on gen-
provide insurance and reinsurance charge of marketing, including cli- eral and auto liability programs is
services to such alternative risk ent services and interdivisional co- $250,000, he said

financing vehicles as captives, risk ordination, and Richard Moser, vp, General Re also maintains a
retention groups and purchasing executing administration rent-a-captive program as an al-
groups Mr Pearce and Mr Satler also ternative for those who, for various

The facility, Genesis Under- retain their responsibilities in the reasons, are not ready to form their
writing Management Co, will un- major accounts department of own captive or risk retention
derwrite workers compensation American Re, which was formed in group, Mr Greiner noted
and general and auto liability cov- 1981 General Re Corp units have been
erages through two General Re Meanwhile, Genesis will use its providing various insurance and
subsidiaries, General Reinsurance parent, General Re, to provide di- reinsurance coverages to alterna-
Corp and General Star National rect excess workers compensation tive risk financing vehicles for
Insurance Co, according to Gen- coverage and reinsurance on work- some time, but the growth of these
esis President G Roger Greiner ers comp, general liability and auto programs has prompted the com-

Am-Re Managers 'will be in a programs, while General Star Na- pany to formm Genesis as a separate
unique position to form unique so- tional will provide primary general group to handle the business

lutions to non-traditional prob- and auto liability coverages, Mr "The concept itself is not new
lems," said American Re Executive Greiner explained It's Just a redirection internally,”
Vp Paul Inderbitzin, who an- The facility will be used in a va- Mr Greiner explained

nounced the formation of the com- riety of ways, he noted For exam- General Re business of the type

pany last week at the 26th annual ple, General Re may provide excess that will be handled by Genesis
Risk & Insurance Management So- workers compensation insurance generated about $125 million in
ciety Inc in Washington over qualified self-insured or cap- gross premiums in 1987, and this

In addition to risk managers, tive programs, or could act as a will grow to about $166 million
Am-Re target clients Include cap- reinsurer for captive workers comp this year, he predicted

tives and standard insurance com- or general and auto liability pro- Between 75% and 80% of the
panies with unusual problems to grams 1987 business represented direct
solve for policyholders General Star National may pro- excess workers comp insurance

Am-Re Managers intends to vide primary admitted insurance and workers comp reinsurance,
bring together the client, primary to purchasing groups formed under while the remainder represented
insurer and broker in the initial the federal Risk Retention Act or liability coverages written excess
planning of a program, Mr Inder- act as a policy issuing company, of SIRs or excess of coverage writ-
bitzin explained Traditionally, the ceding business to a captive in- ten by captives, he said

primary insurer has been the only surer, he said Genesis will probably see an in-
entity to deal with the reinsurer, he In addition, General Star Na- crease in the liability programs’
noted.

tional could write primary cover- share of the business, though this
Am-Re intends to offer working ages for risk retention groups, increase will probably come from
buffer layer coverage, written with which would then reinsure General self-insured and captive programs,
and without aggregate caps Star, or provide gap layer excess because risk retention and pur-
Other Am-Re services offered m- coverages for the groups below chasing group programs are diffi-
clude claims, actuarial, financial commercial umbrella excess layers, cult and time-consuming to estab-

and data processing Mr Greiner explained tish, he said -
OSHA ruling
Continued from page 2 poena "

The investigator was following up on an employee's The 4th Circuit reversed the review commission and
complaint that assembly division workers were getting upheld the administrative law judge's decision The
headaches from smoke and fumes generated by three court ruled that "Chance had no reasonable expecta-
tractors tion of privacy"” regarding the forms and that the

In addition, the worker complained that another OSHA officer's review of the records "was not an un-
machine was unsafe because it spewed dust and bro- reasonable search in violation of the Fourth Amend-
ken earthenware, Ms Beard said ment "

While at the plant, the OSHA investigator asked to The 4th Circuit's decision acknowledges that the
see two records OSHA requires employers to main- U S Supreme Court recognizes that businesses may
tam Form 200, a log and summary of all recordable have a legitimate expectation of privacy at their prem-
occupational injuries and ililnesses, and Form 101, ises and "that, as a general rule, procurement of some
which contains supplementary information about type of warrant is required before an administrative
those injuries and illnesses search of business premises "

A B Chance's manager refused to produce the forms However, businesses' privacy expectations are "di-
but allowed the OSHA official to inspect machinery, minished" when a governmental agency requires that
the 4th Circuit's 12-page decision says records be kept up-to-date, available for inspection,

The OSHA investigator repeated his request to see summarized annually and posted in a conspicuous

» Benefits Plan Design and Cost Analyses the forms a week later, but an A B Chance manager place, the court ruled
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refused access to the forms without a search warrant In addition, the judges disagreed with A B Chance's
On May 3, 1984, the OSHA investigator notified the contention that allowing this type of warrantless
company that it had violated governmental regulations search "devolves almost unbridled discretion” upon an
designed to protect OSHA's ability to inspect the rec- OSHA investigator in his field search

ords In their opinion, the 4th Circuit judges expressly

Subsequently, the Labor Department sought to en- disagreed with the lith Circuit's decision, which "does
force its citation against the company before the Occu- not address the more important inquiry of whether the
pational Safety and Health Review Commission, an in- expectation of privacy is reasonable, and it does not
dependent agency However, no penalty was ever balance the need to search against the invasion, which
proposed for the citation the search entails "

Instead, an administrative law Judge found in Jan- Ironically, A B Chance is related to the company
uary 1985 that A B Chance "had no reasonable expec- that benefited from the pro-warrant decision in the
tation of privacy" because the two forms "were main- 1 Ith Circuit case A B Chance was partially spun off
tained in accordance with OSHA regulations and were last year from Emerson Electric Co of St Louis
not general business records " The 11th Circuit'S pro-warrant decision upheld actions

The judge also found that the required forms were by Emerson's Electronic and Space Division, which
sufficiently limited in scope to make it "reasonable” has operations in Florida, a company spokesman ex-
for an employer to produce the forms for inspection plained
and that requiring the employer to do so did not vio- A B Chance's attorney declined to comment on the
late the company's Fourth Amendment constitutional conflicting court decisions because the rehearing re-
guarantee of freedom from unreasonable searches and quest is pending before the 4th Circuit
seizures However, a spokeswoman for the National Assn of

But, in March 1987, the review commission reversed Manufacturers said, "The manufacturing community is
the administrative judge's decision, and held that, consistently and deeply concerned about conflicting
under the Fourth Amendment, production of the forms rules, vague guidelines and the lack of uniform pol-
"may not be required without a warrant or a sub- icy "
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AIDS case management 1 Bi Insurance Index

Continued from page 3

in the next couple of years." Dr Strickland experience of regions of the country that have had the highest 220 A
warned concentration of cases, like San Francisco and Los Angeles,'

To best manage AIDS cases, 'it is important for us to utilize the

To best manage AIDS cases, "It IS TmpOr-
tant for us to utilize the experience of re- says Dr. Scott R. Strickland, noting that case management
gions of the country that have had the high-
est concentration of cases, like San
Francisco and Los Angeles "

"Case management of AIDS has been very

435

of AIDS has been 'very successful in these areas.' 430 /1
) )

425

successful in these areas,” in terms of said For example, treating adolescents often groups such as APLA, a visiting nurse or . Z
managing costs and making afflicted persons requires family counseling and group ther- physician to deliver medication and a custo-
as comfortable as possible, Dr Strickland apy dial care giver who assists the patient with 420
said In addition, covering medication therapy daily activities, she said

For example, in these cities, extensive so- for mental illness "can make the difference Once the plan is implemented, the case 15
cial service organizations like the Shanti between having a child in the hospital and manager must evaluate its effectiveness to I
Project and AIDS Project Los Angeles help being treated as an outpatient," he ex- identify any shortcomings as well as any f
AIDS victims with meals, laundry, getting to plained changes in the medical, psychosocial or fi- 410
the doctor and, in some cases, insurance Both AIDS cases and psychiatric and sub- nancial status of the patient, Ms Mazoway
benefits counseling stance abuse cases can be effectively man- said

And, some health care providers are em- aged through case management programs, " The manager also should assess the effec-
phasizing more outpatient treatment of the experts said tiveness of the alternative plan as well as
AIDS patients whenever possible, Dr "The key components to successful case identify any further alternatives," she said Insurance industry stocks continued their
Strickland said management are early identification of the If effectively performed, case management downward trend last week, as the Business in-

"We have been able to save considerably case, the use of specialized health care pro- has significant advantages for the employer surance Index plunged 5.5 points to 415.0 on
by treating things hke pneumocystis (an fessionals, on-site involvement of the case and the patient, said John R McCartle, ben- April 21, from 420.5 on April 14. Advancing
AlIDS-related pneumonia) outside the hospi- manager and the ability of the case manager efits manager for New York-based Westvaco issues were led by: SCOR US Corp., up 12.5%;
tal Through outpatient testing and home to implement cost-effective alternatives," Corp Lawrence Insurance Group, up 8.5%; Zenith
health care we can average $150 to $200 per explained Jackie Mazoway, a registered "Case management should enable the em- National Insurance Corp., up 8.1%; Poe & Asso-
case Some cases treated in the hospital can nurse and national product manager for case ployer to lower claims costs as well as save dates Inc., up 5.7%; Argonaut Group, up 4.796;
run over $20,000 and can put the patient management for Wayne, Pa -based Intra- on long-term disability because employees Arthur J. Gallagher & Co., up 4.396; and Seibels

through invasive diagnostic testing,"he ex- corp often can get back to work sooner You Bruce Group Inc., up 4.396. Declining issues
plained "The phases of the case management pro- should be able to return the employee to a were led by: Frank B. Hall & Co., down 11.1%;

Psychiatric and substance abuse cases also cess are assessing the patient, coordinating productive capacity and let the employee Aneco Reinsurance Ltd., down 9.996; St Paul
pose great health care expenses for employ- care and evaluating the care under the alter- know you care," explained Mr McCartie Cos. Inc., down 9.4%; Hanover Insurance Co.,
ers native plan once implemented,” Ms Ma- Westvaco is a paper manufacturer with down 7.996; Chubb Corp., down 6.4%; Phoenix

These costs are even greater when the pa- zoway said about 7,000 employees covered by its indem- Re Corp., down 6.396; and Hilb, Rogal & Hamil-
tient is an adolescent dependent covered by The case manager must assess the medical nity plan, which is underwritten by Hart- ton, down 6.396. Issues showing the most ac-
the employer's benefit plan, according to status of the patient, such as evaluating the ford, Conn -based CIGNA Corp tivity during the period were: Sears, Roebuck &
Dr Frederick B Hebert, director of child current treatment plan And, in AIDS cases, The company implemented a case manage- Co. (Alistate), 3.8 million shares traded; Farm-

and adolescent psychiatric services at the the case manager should assess the patient's ment program six months ago as part of ItS ers Group Inc., 2.6 million shares traded; and
University of Colorado Medical Center in understanding of the medical issues of the utilization review program, which is admin- St Paul Cos. Inc.,2.4 million shares traded. The
Denver disease, she said istered by Intracorp, a CIGNA subsidiary Business Insurance index sagged 1.3% for the

A malor reason for the high cost of this In addition, when addressing AIDS cases, Westvaco decided to implement the case period, on par with the leading market indica-
care is that many cases are treated m the "the case manager also must assess the pres- management program after discovering that tors: the Standard & Poor's 500 also fell 1.3%,
hospital and the lengths of stay can be 30 ence of opportunistic infections and the pa- 263 claimants had generated more than $6 as did the New York Stock Exchange Compos-

days or more, he said tient's ability to perform the activities of million of the $14 million in total claims in- ite; the Dow Jones 30 Industrials slipped 0.996.
For example, "an inpatient treatment such daily living, such as eating and bathing," she curred by the company, he said

as detoxification for substance abuse can said "So, Just 2 6% of our claimants accounted British issues

take 15 days or less A stay in a crisis unit In developing an alternative treatment for 43% of our claims dollars,"” Mr McCartie 1w

can be 30 days while a long-term stay can be plan, the case manager must consider the said While the company can't estimate the April 21 Plice P/E Dif. Yield High-Low

60 days or more," Dr Hebert explained level and degree of care the patient needs savings under the 6-month-old program, Compar,ies per- pence % pencopence
Various counseling and treatment pro- and the cost-effectiveness of the alterna- Westvaco expects the program to help it Commi Union 332 12.6 21 9 64 335-330

grams can be utilized either separately from tives control high-cost cases, he said Gent Accident 920 10 7 47 © 51 920-918

or following an inpatient treatment, he ex- The manager also must identify the avail- To achieve the best results from case man- GM Royal Exch 900 134 55 2 61 907-883

plained These include day treatment or par- able community-based support groups and agement, employers implementing case man- Royal 415110 26.4 6.2 418-410

Dm AlHame 2048 155 431 44 949-9422

tial hospitalization-where the patient what role the patient's family or signifi- agement should be sure their benefit plan
spends days at a hospital but goes home at cant other will play in the care, Ms Ma- will support the program, he said

Brokea

night-and group treatment and counseling zoway explained "The broader the basic plan coverage, the Bad*ck 220 124 68 30 220-219
homes In coordinating care, "the case manager more flexibility the case manager will have CEHeath 382 14 1 34 5 87 385472
Employers should select coverage for men- must first get the alternative plan approved And, this prevents you from having to break Hogg Robilon 140 112 96 6.7 140-138
tal health and substance abuse treatment by the payer or employer The patient's at- ground every time a catastrophic case Lloyd Thompson 167 145 6.8 40 167-165
wisely, he said "Cover the general areas of tending physician also must approve the occurs Also, exceeding plan limits could set PWSHokangs 184 77 144 76 184-179
human functioning, such as social, physical, plan and the patient must agree to the plan," precedents and may cause problems with Sedgwick GO 213 13 2 164 7 5 218-213
. ies - . L . " N Sel Brrl Jones 184 11 4 13 7 7 2 186-175
emotional, cognitive recreational and work " she said your bargaining units," because unions may

Vval' Faber 228 119 154 6.7 23223

Employers should require their indemnity Then, the case manager coordinates the re- demand for all Uses the same unique treat- - ]
Source Philip Olsen/Alan Clifton, Insurance Industry

plan insurers to cover multiple treatment sources necessary to implement the plan, she ment delivered in catastrophic cases, he Specialists Kikat & Aitken Stockbrokers,
methods so that the most appropriate and said said London

successful treatment can be obtained, he These resources can include support Mr McCartie moderated the panel -
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Home Insurance isn't afraid of risks. For us, they risks. And we're determined to provide clients with the
mean opportunities. most responsive service in the market today.

We welcome clients who manufacture power tools, Home has been giving clients that kind of service
pharmaceuticals, pools, amusement park rides. Risks since our first days in business, back in 1853.
other insurance companies can't even understand. If you've got a "dangerous" risk, call Charles Abruzzo

The greater the hazard, the more imagination our at (212) 530-7110 or Robert Spiro at (404) 980-8308.
skilled underwriters bring to bear. Or write them at The Home Insurance Company,

We specialize in writing difficult-to-place casualty 59 Maiden Lane, New York, New York 10038.

Home Insurance

The Home Insurance Company is a member of The Home Group, Inc. There'S nO plaCe Ilke It.



