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Mental health fight escalates

By MEG FLETCHER

WASHINGTON-Employers are
stepping up efforts to convince a con-

. gressional conference committee-and

the White House-to drop or modify a
provision in a health care bill that
would require employers to offer the
same benefits for mental health prob-
lems as they do for general medical

That requirement would mean the
end of the tighter restrictions that
many employers put on mental health
care services, which would increase
utilization and claims costs by tens of
billions of dollars, the Congressional
Budget Office says.

Most large employers probably
would adopt more managed care
screening to control claims, rather
than cut back on benefits, though they
may require workers to pay higher
premiums, employers and consultants
SEy. Small employers, though, would
be more likely to reduce coverage for
all health care rather than pay for bet-
ter mental health benefits.

Employer groups have withdrawn
their backing of the entire health re-
form bill in an attempt to get the con-
ferees to remove the mental health re-
quirement. They are also making their
case to White House staffers.

The National Assn. of Manufactur-

ers "will be writing letters to conferees

Employers challenging
benefit parity proposal

Sen. Pete Domenici says mental health
benefit discrimination is rampant.

and asking our member companies to
do the same," said Sharon Canner,
vp-human resources policy. NAM also
is increasing its visits to legislators' of-
fices and working with other business
groups to develop data on the likely
costs that would be created by the re-
quirement.

The ERISA Industry Committee, an
umbrella group for 130 large employ-
ers, wrote senators last week that the
amendment is causing them to with-
draw their support for the entire
health care reform measure.

"Employers and those concerned
about this proposal need to treat it
very seriously,"” said Frank McArdle, a
consultant with Hewitt Associates
LLC. in Washington.

The mental health provision, co-
sponsored by Sens. Pete Domenici, R-
N.M.. and Paul Wellstone, D-Minn., is
part of a broader bill passed by the

Senate this month that would limit the
use of pre-existing condition exclu-
sions That would make it easier for
employees to keep their coverage when
they switch jobs.

AN earlier health care reform bill
passed by the House does not include a

comparable provision on mental
health benefits. That and other differ-

ences between the two bills will have
to be ironed out by a conference corn-
mittee.

The 65-33 vote on the Domenici-
Wellstone amendment reflected unex-
pected support for the provision,
which observers attribute to the spon-
sors' personal revelations about how
their lives were affected by the mental
illness of a daughter and brother, re-

spectively, and how in some cases cov-
See Mental on page 50

Ignoring safety warrant may cost Caterpillar

By DEBORAH
SHALOWITZ COWANS

YORK, Pa.-Two Caterpillar Inc.
officials could be jailed and the com-
pany could be fined as much as
$10,000 per day if a U.S. District
Court judge finds the company in
contempt of court for refusing to al-
low federal health and safety offi-
cials, armed with a warrant, to in-
spect its York, Pa., plant.

Caterpillar on April 16 refused to
allow two investigators from the Na-
tional Institute for Occupational
Safety and Health, accompanied by
two representatives of the United
Auto Workers, to enter the plant-
even though they had a federal war-
rant authorizing them to inspect the
facility.

"It's very rare to get a warrant and
even more rare to be turned away
with a warrant in hand,” a NIOSH

spokesman said. NIOSH isthe re-
search arm of the Atlanta-based
Centers for Disease Control and Pre-
vention. The agency provides in'for-
mation only; it does not have the au-
thority to demand changes or levy
penalties.

Caterpillar maintains that the
agency's request to search the plant
is "unreasonable”™ and that the
agency is not "approaching the is

See Caterpillar on page 50

Updates

Further delays may stymie
Lloyd's reconstruction plan

LONDON-LIoyd's of London is admit-
ting it may have to delay its long-awaited
reconstruction and recovery plan.

The delay, expected to be about a month,
could result from the complexity of calcu-
lating reserving requirements for Equitas
Ltd., the planned runoff reinsurer, and the
amounts loss-making names will have to

contribute.

A Lloyd's spokesman said the timing de-
pends on the Department of Trade and In-
dustry, which must give final approval. Last

See Updates on net page

Travelers/Aetna

hits Street running

But only after resolving SEC flap,
adding $750 million to reserves

By JUDY GREENWALD

Travelers/Aetna Property Casualty Corp., whose
initial public offering was briefly held up by the Se-
curities and Exchange Commission, received a warm
Wall Street welcome last week, even though most
commercial property/casualty stocks are treading
water lately.

The Travelers/Aetna IPO went forward after agree-
ment on how the company would account for a re-
serve increase of up to $750 million that Travelers de-
termined it needed to make after reviewing the Aetna
business. That hefty addition is to cover cumulative
injury claims on the Aetna business and other factors.

Despite the success of the Travelers/Aetna offering,
which raised $886 million excluding an underwriters'
over-allotment option, commercial property/casualty
stocks as a whole are trailing the market this year.
Analysts say their future performance will depend
primarily on the direction of interest rates, though
they continue to recommend a wide variety of stocks
(see story, page 49).

The Travelers/Aetna Property Casualty Co. was
formed by Travelers Corp.'s 1995 purchase of the
property/casualty operations of Aetna Life & Casu-
alty Corp. (BIl, Dec. 4, 1995). The price, initially
pegged at $4 billion, rose to $4.16 billion, primarily
because of the interest that has accrued, according to
the offering prospectus.

Travelers/Aetna shares, 35.4 million of which were
sold for $25 each in the IPO, rose 10% to $27.50 in
their first day of New York Stock Exchange trading
last Tuesday and rose to $27.63 Friday. At 14.4 million
shares traded, it was the Tuesday's most active issue.
Travelers will control 82% assuming the U.S. under-
writers' over-allotment option is exercised. The com-
pany also sold $700 million dollars in debt securities.

The IPO was expected to be completed the week of
April 15, but was briefly delayed as the company and
the SEC haggled over how to account for the up to
$750 million reserve addition that Travelers deter-
mined it needed.

Analysts say the company had hoped to treat it as
goodwill and amortize it over up to 40 years, as pur-

See Stocks on page 49

CN Tower faded into the horizon as the

Risk & Insurance Management Society

Inc. left town last week. Benefits and

workers comp coverge begins on page 3.

EMLICO looked into export' in'94

By DOUGLAS McLEOD

BOSTON-"Exporting" the hugely insol-
vent Electric Mutual Liability Insurance
Co. to London to run off its business would
create lots of regulatory and tax prob-
lems-almost as many as allowing it to be
liquidated in its home state of Massachu-
setts, a London law firm wrote in a 1994

"A preferable course would probably be
to move EMLICO to another jurisdiction,
say, Bermuda, which has a lighter regula-
tory framework and a far more fav6rable
tax regime," lawyers at Clifford Chance &

Co. advised EMLICO several months before

the company's controversial 1995 move to
Bermuda.

One disadvantage of such a move, said

the lawyers: It would be "unusual.”

Unusual is right. In an unprecedented
step, EMLICO, a longtime General Electric
Co. liability insurer, jumped to Bermuda
last June and soon afterward filed for vol-
untary liquidation, declaring itself under-
reserved by $750 million and insolvent by
at least $500 miillion.

And the memo, dated six months before
Massachusetts regulators approved the
move, is now at the center of a legal fire-
fight between EMLICO and its reinsurers in
a Boston court. Business Insurance ob-
tained a copy from the court file.

EMLICO is trying to block the release of
the document, asserting attorney/client
privilege.

But reinsurers want to use the memo,
mailed to them anonymouslylast month, to

show that EMLICO deliberately misled the
Massachusetts Insurance Division about its
insolvency and liquidation plans to gain
approval of the move.

In a June 1995 hearing on the reorganiza-
tion plan, EMLICO President David St.
Laurent told regulators that EMLICO had
policyholder surplus of about $230 million
"as we sit today." In approving the plan,
regulators found "nothing in the record to
indicate that either EMLICO or GE intend”
to liquidate the company in Bermuda.

The reinsurers-Allstate Insurance Co.,
General Re Corp. units, Kemper Reinsur-
ance Co. and Lloyd's of London underwrit-
ers-charge that EMLICO's plan was aimed
solely at benefiting GE by taking advantage
of policyholder-friendly Bermuda liquida-

See EMLICO on page 51
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Updates
Lloyd's foresees R&R delay

Contmued from previous page
month, the DTI conditionally approved Equitas, but the final go-ahead
depends, in part, on definitive figuies on the sums involved

Lloyd's also beheves it may have to ask names for smaller contnbu-
tons than previously estimated Lloyd's has assembled a £28 bllhon
($425 bilhon) package to help names meet their share of past losses to-

taling more than £8 bilhon ($12 13 billion), but it is still negotiabng 1 than ever before, according to the periodic or random testing of em-

with brokers and syndicate auditors on contnbutions they could make
to add about SOO milhon ($454 9 milhon) to the settlement offer

More up-to-date figures also indicate that Lloyd's reserving require-
ments for the 1986 to 1992 underwntmg years may be lower than ong-
mally calculated Lloyd's had estimated the premium needed to be
paid into Equitas would be £19 bilhon ($288 bllhon), but the revised
reserve figures could reduce this to about £15 bilhon ($227 milhon)

The delay is likely to show itself first in a longer wait for the revised
figures on their Equitas contnbutions, which Lloyd's was due to send
to 34,000 names next month It also is hkely to mean a postponement
of Lloyd's annual general meebng origmally scheduled for early June
and recently rescheduled for July 15

Policy jacket clauses upheld

SEATILE-In one of the first pollution tnals to involve flrst-party,
all-risk property msurers, a luiy has decided to uphold notice of loss
and suit limitation clauses m pollcy lackets

Returning its verdict last Tuesday in a suit by the Aluminum Co of
America and subsidiary Northwest Alloys Inc against a number of in-
surers, the lury also ruled that brokers involved in two Insurance
placements acted as agents for the pollcyholder when it came to dellv-
ering information on the pohcies and associated jackets

The test case related to cleanup at three Alcoa sites in Vancouver,
Wash, Massena, NY, and Pomt Comfort, Texas (BI, Oct 23, 1995)

Alcoa argued that the pollcy jackets were not part of the full pollcy,
and that even if their brokers had a copy of the jacket, they were act-
ing as agents of the insurers for the purpose of dellvery

Both arguments were turned down by the jury, which considered
two pohcy placements The first mvolved a Leangton Insurance Co
policy that ran from 1977 to 1980 The second Included a number of
different pollcies from numerous insurers, that ran from 1980 to 1983

The second phase of the htigation, which will focus on issues Includ-
ing whether the pollution was accidental, starts today and is expected
to finish before the end of July

Deloitte & Touche settles suit

WILTON, Conn -Deloitte & Touche LLP says its professional ha-
bihty insurance willl cover "a substantlal portion” of the $65 milhon
that it has agreed to pay to settle clvll charges that 11 helped a now-
bankrupt alternative energy conglomerate illegally overstate its finan-
cial wherewithal

The bankruptcy trustee of Bonnevule Pacific Corp alleges m a civil
lawswt filed m US Distnct Court in Salt Lake City that many former
officials-four of whom also face cnminal charges-and professional
advisers of Bonnevdle were Involved m the alleged scheme Vital to the
alleged scheme was that many of the Bonnevule officials were former
partners or employees of Deloitte, which was Bonnevtlle's accounting
firm from the mid-1980s through 1990, the trustee said The trustee al-
leged that even though the company had been engaged m fraudulent
activities since the mld-19805, Wilton, Conn -based Deloitte & Touche
signed off on the company's annual financial reports without quahhca-
tion dunng that time

Bonneville, which filed for Chapter 11 protection m 1991, is msol-
vent by several hundred million dollars

Deloitte & Touche said its services "were performed in accordance
with professional standards It said it settled to free itself from "pro-
longed, costly litigation with an uncertam outcome "

A spokeswoman for the firm would not comment on Deloitte & Tou-
che's Insurance But, Minet Group confirmed that the firm is covered
by the profesmonal hability hne shp that the broker has arranged for
lage accounting flrrns

The settlement is sublect to federal and bankruptcy court approval

Briefly noted

The Occupational Safety and Health Administration unll be adlowed
to contmue researching a possible egonomics standard under the bud-
get agreement Premdent Clmton signed last Fnday OSHA's budget
was cut by 2%, while the annual appropnation for the Superfund pro-
gram was increased to $13 bilhon from $11 bilhon lauisiana Pa-
cific Corp. says it is trying to determine how much of its insurance w111
apply to a class-action settlement that will cost it $275 million to $375
million over the next seven years (Bl, Oct 23,1995) A federal judge in
Portland, Ore, last week approved the settlement m a suit by home-
owners that alleged the company's "onented strand board" sidlng ma-
tenal collects water and rots VValue Health Inc. has reached an
agreement to sell its health care consulting unit, Fairfax, Va -based
Lewin-VHI Inc, to drug development firm Quintiles Transnational
Corp of Research Tnangle Park, NC, for about $30 million Value
Health's move is designed to remove any potential confhet of interest
between its effort to sell managed care products to government agen-
cies and Lewin's government consulting Two California initiatives
designed to stop abuses by health mamtenance organizations have gar-
nered enough mgnatures to appear on the November ballot (Bl, Jan
29) PCS Health Systems Inc President and CEO Steven L Geringer
Ball retire June 1 JP Millon, currently chief operabng officer, then
will assume the top spot Insurers do not expect signiflcant claims
from the minor damage from last week's partial explosion of Irish Re-
publican Army bombs under a bndge on London's River Thames

Drug testing on the rise

Eight out of 10 companies routinely test new hires

$22 million on diug testing in are based on the erperience of a
1995 repiesentative gioup of 961 com-

NEW YORK-Malor U S com- Since 1987, corporate diug test- panies, which tested more than
panies are testing employees or ing has nearly quadiupled to 81% 200,000 employees and 500,000
new hires for illegal drugs more of surveyed firms from 22%, while job applicants in 1995

By MEG FLETCHER

"Theie is no doubt that testing
latest American Management ployees has increased to 34% from is an effective method of identify-
Assn survey 25% ing drug users, so long as piopei
Currently, 81% of major compa- In addition, "one-third of U S specimen control and validation
nies surveyed test employees or Job seekers will be tested for procedures az e used," Mr Gieen-
new hires, up 3% from 1995, and drugs this yeai, compated with beig said The data does not an-
the highest level reported in the less than 10% when oui study be- swei the question of whethei drug
10-year history of the annual sur- gan” in 1987, he said testing detel s drug use, he said
vey The New York-based AMA is a The suiveys have found a gen-
"What was extraordinary 10 not-for-profit organization of eral decline in the test-positive
years ago has become the norm to- 9,500 member companies that late among employees, which was
day," said Eric Rolfe Greenberg, provides management training 19% in both 1995 and 1994 That
the AMA's director of manage- worldwide Its members employ | ate was 42% in 1990 and
ment studies one-fourthofthe US woik foice dropped to 2 5% in 1991, wheie It
See Drugs on page 48

Surveyed firms spent moie than The AMA's latest suivey iesults

Tennessee seizes MEWA Employment

Assets were skimmed, regulators say cases slated

By DOUGLAS McLEOD

for high court

NASHVILLE, Tenn -Tennessee insurance regulators are now
in control of a multiple employei welfare arrangement whose op-
erators allegedly mphoned away more than $10 million in benefit
fund assets for persona- purposes

A federal judge in Nashville earlier this month froze the assets
of International Msn of Entrepreneurs of America Benefit Trust,
a MEWA that has stynued regulators in nearly a dozen states for
more than two years with court challenges to state regulatory au-
thority

The -udge also appointed an independent fiduciary-Jeanne
Barnes Bryant, receivership director for the Tennessee Depart-
ment of Commerce and Insurance-to take over administration of

U.S. civil rights laws
at heart of 2 cases

By MARK A. HOFMANN

WASHINGTON-The U S Su-
preme Court will hear aiguments
in two employment-related cases
during its next term

In Robinson us Shell Oil Co,
the justices will decide whether a
foi mei employee of a compaR

the trust

The order was sought by the U S Labor Department, which
charged w an Aprll 12 lawsuit that several IAEA officials and
benefit plan trustees misused trust assets in acts of "gross self-
dealing"” that violate federal law

Those acts included awarding themselves excessive compensa-
tion and hiring investment, accounting and travel firms they con-
trolled to do work for the trust

can sue that company undei the
Civil Rights Act of 1964 for retal-
iatory conduct Appeals courts
have issued contradictory rulings
as to whether a former employee
remains an employee for purposes
of the act's anti-retaliation provi-

IAEA Benefit Trust hasn't been declared insolvent However,
See MEWA on page 48

Char les Robinson lost his Job
with Shell 011 Co in 1991 and
filed a complaint with the Equal
Employment Opportunity Com-
mission charging that he was the

CPA standard proposed

Idea aims to help auditors spot fraud
Mr Robinson charged that Shell

NEW YORK-The American In- committee and, in some situa- had given a would-be employer an
stitute of Certified Public Ac- lions, regulators, of the fraud
countants’ Auditing Standards In recent years, accounting information in retaliation for his
Board will unveil a proposed stan- firms have been hit with fraud lia- EEOC complaint
dard on detecting fraud within bility claims that have sometimes
the next few weeks reached into the hundreds of mil- EEOC complaint, charging Shell

The standard would require au- lions of dollars For example, with violating the Civil Rights
ditors to specifically assess the Arthur Andersen & Co S C and Act, which forbids actions against
risk of material misstatement ow- Coopers & Lybrand LLP each employees who filed civil rights
ing to fraud It also would provide were sued by Resolution Trust complaints The EEOC said Mr
a list of fraud risk factors that an Corp alleging negligent auditing Robinson could sue
accountant should consider while of failed savings and loans (BI,
conducting an audit Aug 22,1994, Aug 9,1993) retaliatory provision had no bear-

In addition, the proposed stan- The proposed standard should ing on Mr Robinson because he
dard would require the aucitor to be publle by the middle of May was no longer an employee when
respond to the results of the as- and will be suk)]ect to a three- the alleged action occurred A
sessments and to document the month public comment period A US District Court in Maryland

assessment The standard would final standard is expected to be agreed with Shell and dismissed
stress the auditor's responsibility approved later this year
to inform management, the audit -BY Mark A Hofmann

unfavotable reference and false

Mr Robinson filed another

Shell countered that the anti-

the case Mr Robinson appealed
See Court on page 50
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Technology placed
high on RIMS agenda i

New leader calls it, communication keys to future i

By MICHAEL BRADFORD

TORONTO-The Risk & Insurance Man-
agement Society Inc. can no longer afford to
sit parked beside the information superhigh-
way while the benefits of technology whiz
by, its incoming president says.

It's time to take advantage of the technol-
ogy that can enable risk managers to be
more efficient and RIMS to better serve its
members' needs, said Louis J. Drapeau,
manager-insurance and risk management at
The Budd Co. in Troy, Mich.

Mr. Drapeau, who on May 1 will take the
gavel as the group's 43rd president, empha-
sized during his inaugural speech last week
at its 34th annual conference the importance
of improving communications between
RIMS members, the organization and other

The Risk & Insurance Management Soci-
ety Inc. passes the torch from outgoing
President William J. Kelly, left, to incom-
ing President Louis J. Drapeau.

industry professionals.

One sign of the value of communications is r
a new RIMS home page on the World Wide 8 ,

Web. It will give basic information on RIMS

to all users, and other information and ser- 4
vices to those who have paid certain fees and d

received passwords. L]

Speaking at the annual membership meet-
ing that kicks off the conference,
Mr. Drapeau said, "The dominant
theme for the upcoming year is
communication: certainly not a
novel idea but a fundamental skill
that perhaps we take for granted.
It's something we need to do well

t>

| ting 4.

inmn order for everything else to 1

work.™

Risk manaé;ers and othersinin- '.

surance-related jobs can gain tre- 6
mendous efficiencies from new j :,

technclogy, he stressed. "Our § 4
business is, after all, based on the < ,

exchange of information: things w
such as insurance contracts, bid Z
specifications, underwriting in-j
formation, loss runs, actuarial
data and, of course, certificates of
insurance.”

Risk managers and other professionals
will ha-ie to work together to take full ad-
vantage of technology's potential, he said.
"Just like the saying, 'The chain is only as
strong as the weakest link," all of us-risk
managers, underwriters, brokers and special
service providers-must advance into this
information age together."

If everyone isn't working together, some-
one will suffer, said Mr. Drapeau.

"Suppose my company enters into a con-

4%

1200

tract with another business. The contract re- w
quires exchanging certificates of insurance. E
My certificates are computerized and online, id
but my colleague's insurance information is 5

maintained in traditional files. Therefore, <

rather tnan transmit the certificate electron-

ically within minutes, we have to go through 5

our brokers, who mail the certificates to the i

respective parties. My company has to slow
down so that our business partner can keep
up "

Brokers and insurers will experience simi-
lar protlems if insurance buyers don't keep

Despite the dreary weather, Toronto welcomed the annual Risk & Insurance Management
Society Inc. conference with open arms. Conference hotels are conveniently located in the
heart of Toronto, enabling conference goers to walk by a bit of city history, including the Old
City Hall, top. The CN Tower, middle left, also was hard to miss. Closer to the conference,

See Technology on page 20

HIGHLIGHTS

the many vendors in the exhibit hall kept attendees busy checking out new products.

The ERISA fiduciary two-step

Combining preventive audit with insurance should calm fears

By ROBERT KAZEL

TORONTO-As ERISA law gets
more complex and volatile, risk
managers can still calm their wor-
ries with a double shot of caution:
the so-called "check-up and a
check.™

The check-up is an independent
audit by consultants or attorneys,
and the check pays for fiduciary
liability insurance, a shield that
companies must know how to use
when they even think they might

These were the observations of
two attorneys, both experts on the
Employee Retirement Income Se-
curity Act of 1974, who spoke last
week at the 34th annual Risk &
Insurance Management Society
Inc. conference. The speakers said
that avoiding legal mine fields in
the world of ERISA, which delin-
eates the fiduciary responsibilities
of benefit plan trustees, requires a
cautious two-part strategy: avert-
ing fiduciary violations before the
fact and knowing exactly what
the company's liability coverage is

when possible rough spots arise.

"Most of us (employers) should
or are buying fiduciary liability
insurance," said Robert N. San-
dler, a partner with Saul, Ewing,
Remick & Saul in Philadelphia
and an expert in ERISA litigation.
"This is an age when lawsuits
have been occurring fast and furi-
ous and this is an area we need to
pay attention to."

ERISA, which requires plan
money to be held in trust, man-
dates that a person or entity as-

See ERISA on page 6

Cost management comes to comp

By ROBERT KAZEL

TORONTO-Soaring health

care costs forced employers to
open the parachute of managed
care, and employers' skyrocketing
costs in the workers compensation
arena are now causing many to
also consider jet=isoning tradi-
tional approaches to workers

A new industry of cost manage-
ment firms, old and new, is gear-

Aim high and low with workers comp message 12 be in trouble.
Black hole Boston comp claims no longer disappearing 13

Confront a killer How to handle AIDS at work 14

More like them Canada as a model for U.S. health care? 19

Jury's in An ADA case that may not play with real jury 25

Where's the benefits? Slender exhibit hall offerings 29

Fiduciary alert Boomers age, liabilities rise 34

Attitude adjustments Combining risk, benefits staffs 36

Stymied How old safety approach hinders companies 37 compensation.
Poster child How Ryder bounced back from comp woes 40

Don't back down Handling an OSHA inspection 42

ing up to chart the flight paths of
corporate America in the workers

Technique takes
Turn in new area

comp domain.

A panel of employers and ex-
perts at the Risk & Insurance
Management Society Inc.'s annual
conference in Toronto last week
told risk managers to expect
greater efficiencies and savings
from a managed care approach to
workers comp. But they also
warned that, just as in managed
care on the medical benefits side,

weak programs are out there and
employers must not be timid
about what they demand of the
new programs.

Workers comp claims have been

dealt with in a traditional fee-

- for-servide manner by virtually

all companies until very recently,
so evidence on the benefits of
managed care-based programs is
hard to come by. One employer,
however, the Dade County, Fla.,
public school system, began oper-
ating a preferred provider organi-

See Managed on nert page
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Managed

Continued from page 3

zation for workers comp claimants
as early as 1985 with a group of six
hospitals that operated separately
from the ]Miami-based school sys-

tem's health maintenance organiza-
tions on the health benefits side.

"Businesses in South Florida
want some relief in the area of
workers compensation and we
think managed care is a step in the
right direction," said Susan N
Weiner, assistant superintendent of
Dade schools.

The Dade public schools, which
Ms. Weiner said is the second-larg-
est employer in the state with
38,000 full-time workers, already
had its discounted negotiated fee
schedules and hospital contracts in
place for about a decade by the
time the state Legislature required
workers comp insurers to offer em-
ployers a health maintenance orga-
nization option for their injured
workers.

That requirement goes into effect
later this year under a 1993 work-
ers compensation reform law.

The school system was the first
corporation to have its managed
workers comp program certified by
the state in June 1995, Ms. Weiner
said.

The program has since matured
into a full-fledged preferred pro-
vider organization over the past
year, with Dade officials working

together with Irvine, Calif.-based
CorVel Corp, a managed care ser-
vices provider to manage the occu-
pational care network.

Many companies are looking at
managed care for workers comp in
anticipation that cost-conscious
state legislators will enact a re-
quirement similar to Florida's, or to
comply with a law already passed,
said Mandy Harmon, an account

executive with CorVel. But others

will find it a sensible choice regard- -

less of state policy, she said.

"If you're not part of a 'managed
care state,’' you can still do man-
aged care," she said. "It's just good
business.”

What's not good business, though,
is becoming mired in a relationship
with a workers comp service pro-
vider that doesn't produce effi-
ciency, worker satisfaction or good
long-term relationships with pro-
viders. The dangers exist.

"The medical providers are com-
ing out of the woodwork to jump
on the bandwagon for workers
comp," said Scott B. Clark, director
of risk management for Dade pub-
lie schools.

Some of these companies, accord-
ing to Mr. Clark, are experienced
with medical managed care net-
works but know nothing about
handling workers compensation

Obviously, therefore, let the
buyer beware. There is a long list of
specific elements present in a good
workers comp plan, said Ms. Her-

Lu

James W. Smirles, national brokerage marketing officer for
Kemper National Insurance Cos., received RIMS' prestigious
Dorothy and Harry Goodell Award (see story, page 22).

mon, that risk managers should
look for when evaluating programs:

* A good telephone triage system,
by which a registered nurse is im-
mediately available to listen to an
injured or sick worker, give advice
and in many cases avoid a hospital
visit.

- Effective telephone or onsite
case management within 24 to 48
hours. Attention from a case man-
ager with a friendly attitude can of-
ten make the employee feel cared
about and the worker may be less
likely to pursue a workers comp
case against the company.

- Excellent utilization review and
pre-certification procedures.

- Management information re-
ports spelling out the bottom line
impact of workers comp medical
management. "They should be able
to report back to you what you've
saved," Ms. Harmon said. "They
should want to do that.”

« Enough hospitals and clinics in
the network so workers don't have
to drive more than 30 to 60 minutes
to see either primary care physi-
cians or- specialists.

+ Physicians with proper creden-
tials. Licenses, pending malpractice

...for assuring quality care and controlling the costs Of

claims and board certifications

should be verified, and doctors
should be recertified in specialties
yearly.

Physician education on workers
comp issues also should be re-
quired, and provided, by the net-
work.

Building a well-oiled managed
care machine for workers comp also
means studiously separating the
workers comp providers from medi-
cal plan providers, because each
has distinctly different outlooks
and approaches to practicing medi-
cine, Ms. Weiner said. Doctors on
the medical side, even in a health
maintenance organization where
charges are capitated, will be in no
special hurry to see the employee
return to work and are usually as
understanding as possible with pa-
tient complaints, she said.

On the other hand, workers comp
doctors see back-to-work issues as
supreme and aren't so concerned
about making "friends" to secure
lasting patient relationships.

The implication of that view, the
panelists agreed, is that while the
idea of 24-hour coverage that inte-
grates workers comp care with
health care plans may be starting to
be in vogue, it amounts to asking
one person to play good cop-bad
cop.

Carol A. Erbs, risk manager of
Post, Buckley, Schuh & Jernigan
Inc, a Miami engineering and plan-
ning company, moderated of the

session. [ul
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For the second year, RIMS TV newscasts provided conference go-
ers with on-the-spot coverage of the day's events. Attendees could
catch each day's newscasts on tieir hotel room televisions.

ERISA

Continued from pagE 3
sume a formal fiduciary rcle for it.
All corporate executives should
ponder who is classified as a for-
mal fiduciary of the ccmpany's
ERISA plans, where :hey work and
who has assumed that guise infor-
mally through function, he said.
"Titles are irrelevent,” Mr. San-
dler warned, speculating that even
a company presiden: s go_f buddy
who regularly gives ir.vestment ad-
vice regarding the comfany's pen-
sion funds might be considered a
fiduciary. Although lawyers,
third-party administrators, actuar-
ies and insurance agents generally
are not classified as such, some-
times a thin line separates even
these from individuals deemed lia-
ble for the plan's well-being, he

said.

A fiduciary named officially in

plan documents cannot give up his
or her liability even if the actual
work of running the plan resides
with someone else, such as an in-
vestment manager, Mr. Sandler
noted.

"They can delegate to investment
managers who are registered in-
vestment advisers, banks or insur-
ance companies. If you delegate to
someone else, you haven't dele-
gated fiduciary authority,"” he said.
The party that delegates authority
must monitor closely the activities
of those to whom tasks have been
delegated, he said.

"l try to impress on my clients
that all members of the (plan) com-
mittee have equal responsibility
and that if the person to whom you
have delegated among yourselves
does not do the job, you're all re-
sponsible,” Mr. Sandler said.

The changing face of ERISA law,
which is challenging even for spe-
cialists in the field, accentuates the

—1 —
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need for solid fiduciary liability
coverage and the knowledge of
when to use such policies appropri-
ately, said Carol A. Noer, vp and
underwriting counsel for Warren,
N.J.-based Chubb & Son Inc.

In the past few years, the number
of fiduciary liability claims has
been mounting, Ms. Noer said. "It
could be because people are seeing
a pot of gold out there in insurance
coverage,”" she said. "We don't
know."

These cases are getting more ex-
pensive and harder to settle out of
court, with 40% now going to tri-
al-an unusually high percentage.
"l can tell you that the majority of
cases in other fields, such as direc-
tors and officers liability, are set-
tled,"” she said.

The reluctance to settle ERISA
cases is unclear, but Ms. Noer said
it is possible that many of the hold-
outs are employers: They may, for
instance, vow to fight ERISA suits
all the way for fear of creating pre-
cedent within their companies by
granting more liberal benefits to a
disgruntled plan participant.

About 60 % of ERISA suits are
about benefits, with other issues
such as imprudent use of invest-
ments trailing far behind but still
of concern, she said. These are re-
sponsible for much larger claims,

4,1-4144:JT Ju *22) 9 i

on average, than benefit suits.

With fiduciary liability coverage
at hand, plan sponsors must be vig-
ilant in watching for potential
claims and notifying their insurer
of hazards in the road, Ms. Noer
said. It is not necessary to wait for
a formal ERISA suit to sound the
alarrn.

"If you see things coming down
the track, rough times ahead, you
might want to give me a laundry
list," she said. Attentive, written
notification of the insurer or bro-
ker of an ERISA dispute will help
to guarantee payout under the pol-
icy.

Employers also need to be aware
of notice requirements spelled out
in the insurance contract. Some
companies require the plan sponsor
to file claims within the policy pe-
riod, others merely as soon as prac-
ticable, Ms. Noer said.

Insurance, of course, cannot
guard against all potential ERISA
problems, Mr. Sandler said. Many
of the ERISA violation cases typi-
cally pursued by the Internal Reve-
nue Service involve operational
gaffes committed by plan sponsors,
such as the mere failure to file rou-
tine forms on schedule, he said.
Such cases have nothing to do with
the fiduciary aspects of the plan,
yet can be very costly to employers
if penalties are assessed.

Moreover, because such prob-
lems don't involve a breach of fidu-
ciary responsibility, insurance poli-
cies won't cover them, Mr Sandler
said.

He recommended the traditional

salve to the worried corporate
manager, a thorough ERISA audit,
for those looking to head off prob-
lems before they reach more ex-
pensive stages. Such an audit is
usually conducted by experts in
ERISA law, though some compa-
nies opt for a less expensive route
and purchase materials from con-
sulting firms to launch an internal
audit.

The workshop was coordinated
by William L. Granahan, senior
consultant with Milliman & Robert-

son Inc. in Wakefield, Mass. iEl
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Opinions
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For clean, modest reform

ONGRESS JS ATLAST within striking distance.of

legislation.

Last week, the Senate joined the House and approved
a bill to curb pre-existing condition exclusions.

As we have said many times before, such exclusions
are a disgrace. If coverage doesn't apply to all individu-
als' medical problems, what is the value of that coverage?

The legislation would be a boon to employees-who
could change jobs without fear of losing health insur-
ance-and we don't think it would hurt employers. That
is because if all health plans have to abide by the same
rules, the cost impact should be minimal.

However, this reform could be held up by extraneous
provisions, mainly in the House bill. The House bill, for
example, also would give tax-favored status to medical
savings accounts.

We are arnbivalent about the value of MSAs. On the
one hand, MSAs-coupled with a high-deductible health
policy-could make employees more careful about using
low-end medical services, or so MSA supporters contend.

On the other hand, critics argue that MSAs would
mostly attract younger, healthier and wealthier employ-
ees, driving up the cost of employers' other health plans.

We don't Tmow which group is right and, therefore, be-
lieve that such issues should be debated in separate legis-
lation, nather than be attached to the measure to curb

Letterc

pre-existing condition exclusions. Our advice to legisla-
tors: Remove the MSA provision from the bill.

Similarly, House and Senate negotiators should also re-
move a provision in the House bill that would transfer to
the U.S. Department of Labor from the states the author-
ity to regulated self-funded multiple employer welfare ar-
rangements. Frankly, we don't think the Labor Depart-
ment has the resources to regulate MEWASs, special vehi-
cles to provide health coverage to small employers.

The Senate bill is not without its potential shortcom-
ings, either. Our concern centers on a requirement that
health plan sponsors provide the same benefits for mental
health care as they do for other conditions.

What would be the ramifications of such a change?
Would mental health benefits be abused? Would employ-
ers cut back on other benefits to pay for upgrading men-
tal health coverage? These are important issues and ones
that Congress has not even begun to look at. Certainly,
these issues should be carefully examined before-not af-
ter-the law is changed.

We hope congressional negotiators strip such cont'o-
versial and potentially damaging amendments from the
bills and craft a measure that will make the modest
change originally intended: limit pre-existing condition
exclusions. If they stick to that strategy, an important
and long overdue reform can at last be passed and signed

into law.

Clinton's blind spot on product liability veto

To the editor: Late last month, Presi-
dent Clinton delivered a major blow to
risk managers, small businesses and or-
dinary consumers and workers when he
locked arms with the rich personal in-
jury lawyers and announced he would
veto the "Common Sense Product Lia-
bility Legal Reform Act of 1996."

Congress went ahead and approved
the measure anyway, with votes coming
from Republicans and Democrats. There
are several reasons that the president
should reconsider his decision to sin-

Business Insurance welcomes letters
to the editor. The section is intended to
be a forum for readers' opinions and
comments. We reserve the right to edit
letters for ctarity or space. We witt not
publish unsigned letters. Please send
your letters to Letters to the Editor,
Business Insurance, 740 N. Rush St.,
Chicago, Itt. 60611; fan' 312-280-3174;
e-mail: pwinston@crain. com.

gle-handedly kill this bill.

First, what the president has pledged
to veto is an exceptionally modest bill,
nearly two decades in the making, that
will reduce legal costs, encourage work-
place safety and open courthouse doors
to claimants. When he uncaps his veto
pen, the president will be rightfully por-
trayed as the chief defender of a status
quo that benefits only the personal in-
jury lawyers.

President Clinton is also dangerously
exposed to charges of "flip-flopping” on
this issue. As governor of Arkansas, Mr.
Clinton was part of a National Gover-
nors' Assn. that voted 'unanimously to
support federal product liability reform.
AnNd just last year, President Clinton
said, "The administration supports the
enactment of limited, but meaningful,
product liability reform at the federal
level.”

The president's biggest mistake in this
is to be caving in to the monied, power-
ful personal injury lawyers for purely
political reasons. Actually, were he to

deliver to America's small businesses,
consumers and workers this "limited,
but meaningful, product liability reform
at the federal level,” the president likely
would benefit in some key, politically
marginal states without suffering one
bit at the hands of his elite trial lawyer
allies. Where, after all, does he think
they're going in 19967
The public is tired of status quo, of-
fended by public officials who say one
thing and do another, and mistrustful of
a national administration seemingly
captured by a wealthy, politically pow-
erful special interest. A Clinton veto of
the product liability bill exposes the
president on all three fronts. Instead, he
should sign the measure into law and
accept the public's applause for doing
sOo
James A. Anderson
Vp-Government Relations
National Assn.
of Wholesaler-
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A targeted message helps cut comp costs

By RODD ZOLKOS

TORONTO-No matter how hard

they've worked to reduce workers
compensation costs, risk managers
can't completely crack the workers
comp cost problem unless they edu-
cate top managens, line supervisors
and employees in language that hits
home to each group.

"I have quickly learned that risk
managers are marketing profession-
als,"” said Catherine D. Bennett, a
consultant with Cost Control Con-
cepts Inc. in Madison, Tenn. And,
given the misconceptions about
workers comp at all levels in busi-
ness, "the better we can educate the
people throughout our organiza-
tion-the managers, the supervisors,
the employees-the better and the
more cost-effective our programs can
be," she said.

Ms. Bennett offered her thoughts
on educating management and em-
ployees on workers comp as coordi-
nator and speaker on a panel last
week at the annual Risk & Insurance
Management Society Inc. conference.

When Lake Buena Vista, Fla.-
based Walt Disney World Co. em-
barked on an aggressive health and
safety awareness program in 1992,
one of the first things risk manage-

5654 2994

ment focused on was "dispelling the
myth that there was nothing we
could do about our workers comp
costs," said Jeanette L. Minor, dire-
tor of risk management services for
the Florida properties of Walt Dis-
ney Co.

Disney Florida risk management
also emphasized educating manage-
ment on the cost containment oppor-
tunities of an aggressive letlun-to-
work program and accountability
through providing injury frequency
rates and details directly to local
management and by allocating the
ultimate loss dollars to those opera-
tions. Disney Florida's program has
reduced lost-time frequency rates
42% in the last three years and the
company still is experiencing a
downward trend.

"Employees see the workers com-
pensation program exactly as their
boss wants them to see it," Ms. Ben-
nett said. "And sometimes that's a
hard sell to senior management.”

In talking to senior management,
the risk manager should equate loss
costs to revenue or production costs,
numbers that senior managers un-
derstand, she said, along with ex-
plaining the hidden costs of workers
comp such as reduced productivity
during lengthy worker absences.

"Senior management also needs to
have an overview of the work comp
system. They must understand the
purpose of workers comp," the con-
sultant said, adding that risk manag-
ers also should "humanize"” the sub-
ject for them by walking them
through the claims process with con-
crete examples.

Senior management must under-
stand its roles and responsibilities in
the workers comp program, must
promote the program throughout the
organization and must create an en-
vironment in which managers are
held accountable for their opera-
tions' workplace injury performance.

To drive home the workes comp
cost message to supervisors, risk
managers should show how the
problem hits supervisors directly in
terms of the ability to make new

hires, buy new equipment or the
company's ability to meet perfor-
mance bonus standards. The risk
manager also should make it clear to
supervis(ms that top management is
monitoring their department's work-
ers comp loss performance.

As with top management, the risk
manager should communicate the
company's overall risk management
strategy to supervisors, "so they can
see where they fit in the big picture
and what you expect them to do,"
Ms. Bennett said.

Cost-allocation programs, educa-
tion programs and loss surnrnaries
all can be valuable tools in educating
middle management.

With 137 restaurants with 8,000
employees in 15 states, at Memphis,
Tenn.-based Perkins Family Restau-
rants, "the No. 1 thing you have to

do to get them interested is a cost-al-
location system," said Terry L. Var-
ner, director of risk management at
Perkins and the session's moderator.

The company implemented its
cost-allocation program in 1989. In-
dividual restaurant managers "do a
lot of whining, but our president is
committed to it,"” Mr. Varner said.

At Disney Florida, area manage-
ment is asked to call an injured
worker within 24 hours of the injury
to show concern and make ongoing
follow-up calls."If they know you
care, if they know you want them
back, you're not going to drive them
to an attorney," Ms. 1Vlinor said.

Workers comp adjusters make pre-
sentations to area managers to give
them a better understanding of the
system, and adjusters partner with
each area to help identify light-duty

opportunities in their own areas. Ad-
justers also attend staff meetings to
provide updates on injured workers
and review trend data.

Educating employees might be
most important because"if we don't
educate our employees about the
work comp system, someone else
will,"” Ms. Bennett said "And in
many cases those parties are simply
misleading and misinforming."

Workers should be told the pur-
poses of workers comp, and the com-
pany should communicate care and
concern and explain benefit entitle-
ments to the employees The educa-
tion also should walk employees
through the workers comp claims
process, and the company should ex-
plain the return-to-work program to
them before an injury occurs.

"Don't hesitate to communicate

that you will take a tough stance
with respect to fraudulent claims.”

Companies need to be creative in
their workers comp communications
with workers, Ms. Bennett said, but
some useful tools include brochures,
postens, safety committees, newslet-
ters, telephone information numbers,
payroll stuffens, incentive programs
and games, e-mail and wallet cards.

If needed, employers must meet
the needs of non-English-speaking
workers in those materials. "Put to-
gether great brochures and posters,
just make sure language isn't an is-
sue," Ms. Bennett said.

At Disney Florida, workers with
non-emergency injuries are required
to report to an onsite first-aid station
where they are given a pamphlet an-
swering frequently asked workers
comp questions. Workers also are
given return-to-work information
and a phone number to call for a
message explaining their workers
comp benefits. £lm
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Boston comp manager saved city $1 million

By ROBERTO CENICEROS

TORONTO-Until recently, The
City of Boston's Workers' Com-
pensation Department did little or
nothing to reduce claims and their
Costs.

Disability benefits continued zo
be mailed to one employee,
thought to be merely disabled,
two years after the employee had
died. Another received payments
for her diabetes medication for
nearly 10 years even though her
work-related injury was a back
strain, recalled Patricia A. Morey
Walker, workers compensation
agent for the city.

"(The department) was literally
a black hole," Ms. Morey Walker
said last week during a session ti-
tled "Going Our Way? A Self-In-
sured Work Comp Program on the

Union was big obstacle in campaign
to reform a 'black hole' claims.office

Right Track" at the annual Risk &
Insurance Management Society
Inc. conference.

"An employee would fill out a
claim and go to the comp office
and drop off the claim and it
would disappear into this black
hole forever. No one understood
what comp was, and no one un-
derstood what the office did," Ms.
Morey Walker explained.

In 1994, Boston Mayor Thomas
Menino appointed Ms. Morey
Walker to head the workers comp
department. Since her appoint-
ment, she has restructured the de-
partment. Expected savings in
1996: $1 million.

Ms. Morgy Walker also con-
sulted to the department prior to
her employment there.

The Workers' Compensation
Department is responsible for a
self-insured, self-administered
program for 15,000 employees,
which excludes uniformed police
and fire personnel.

The department has recently in-
stalled new computer systems to
track claims, and has launched
early intervention, case manage-
ment and modified work pro-
grams.

The efforts are paying off. In its
first two years, the return-to-
work program has increased pro-

ductivity, reduced spending on
overtime and substitute workers
and has won praise from workers
compensation judges, said Ms.
Morey Walker.

How did she handle Boston's
union? asked a workers compen-
sation manager who was in the
audience.

Ms. Morey Walker said her plan
was to try to convince union lead-
ers and employees that it was bet-
ter for workers to participate in a
modified-work program, return-
ing to perform part of their origi-
nal duties for 100% of their salary
and benefits than to collect work-
ers comp benefits. Under Massa-
chusetts law, benefits can be as
high as 60% of average weekly
salary.

She found an opportunity to set
her plan in motion when a custo-
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wanted to come back to work.

rey Walker and her plans.

ance in the book against me," Ms.
Morey Walker said. "They wanted

dered me in their custodian news-

nasty."

But she was persistent, she said,
and kept meeting with union
leaders, telling them, "Look, the
reason I'm doing this is because
your membership wants it," she
explained.

"And then | did a little net-
working with the membership
outside the union and sure enough
the membership got to the leader-
ship and they started to buy into
it more.”

.The strategy appears to be
working. She recently received a
telephone call from one union
leader asking for help with "his"
return-to-work program. But let-
ting him take credit for the pro-
gram is OK with her as long as
workers comp costs come down,

1-4 11VIFF1-0

she said.

"It really has been a success
story with them and they are one
difficult group to deal with,"” she
said.

Ms. Morey Walker restructured
the department by splitting it into
four units, one for initial action on
a claim, one for medical case man-
agement, a legal unit and one for
non-medical case management.

Under the old system adjusters
handled all claims from beginning
to end. But that tested their abil-
ity in too many diverse areas such
as legal case management and
early intervention, she said.

She hired a consultant to help
train the city's adjusters, making
them the backbone of the opera-
tion.

They learned how to treat in-
jured employees well early on, so
the workers don't become cynical
about the city's role, she said. An
employee who feels it is them
against the city is more likely to
stay away from work.

But an adjuster must also bal-
ance care and sympathy with
sternness and conviction.

"We want (the adjusters) to be
fair and aggressive and not pas-
sive or abrasive,” she said. "We
wanted to teach them to treat the
employees that are injured with
respect. However, if the employ-
ees are going to mess with us then
we are going to mess with them.
You have to understand we are
paying people with tax payer
money and we are not going to let
these employees walk all over us.
It is a tough balance to have (ad-
justers) understand that they need
to be tough and they need to fol-
low (some) people closely."

Ms. Morey Walker was coordi-
nator and moderator of the ses-

sion.

She was joined by Loredana
DeVardo, utilization review nurse
supervisor for Boston and Tack
Fu, network consultant for AT
Data Inc. in Brighton, Mass., and
Nancy Segreve, field service rep-
resentative for CRA Managed
Care Inc. in Newton, Mass.. Both
Mr. Fu and Ms. Segreve consult
for Ms. Morey Walker's depart-

ment. J#A1
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Addressing AIDS at work

By SALLY ROBERTS

TORONTO-Not only is AIDS
now the leading cause of death
among people age 25 to 44 in the
United States, it is also one of the
fastest-growing areas of employment
discrimination lawsuits.

Whether it is compassion, cost or
compliance, employers must address
the issue of AIDS in the workplace
to dispel fears and misconceptions
employees have about it, which in
turn will reduce the number of dis-
crimination claims and possibly save
lives, two experts agree.

The statistics are alarming.

According to the Centers for Dis-
ease Control and Prevention, one in
250 people in North America is in-
fected with human immunodefi-

ciency virus, which causes AIDS. In
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Written policies,
educating workers
vital, experts say

employment terms, on average at
least one worker is or has been in-
fected at one in 10 of the very small-
est companies (those with fewer than
500 employees) and at two-thirds of
the very largest companies (those
with more than 2,500 employees).

No workforce or population is
risk-free, said Eileen M. Oswald, se-
nior vp for the health care risk man-
agement division of Near North In-
surance Brokerage Inc. in Chicago.

"It's a bottom line issue and an is-
sue of compassion," said Angie Ham-
mock, director of two CDC pro-
grams, Business Responds to AIDS

and Labor Responds to AIDS, in At-
lanta.

During a session at the annual
Risk & Insurance Management Soci-
ety Inc. conference last week, Ms.
Oswald and Ms. Hammock ad-
dressed workplace educational pro-
grams as well as the responsibilities
employers have under the Americans
with Disabilities Act and star.dards
set by the Occupational Safety and
Health Administration.

If employers think their workforce
understands HIV and AIDS, they are
wrong, Ms. Hammock said. One in
seven people in the labor force admit
knowing little to nothing about
AIDS, she said, citing a national
CDC survey. And one in 12 manag-
ers admitted to 1mowing little or
nothjng about HIV or AIDS.

"While these people seem to know

how AIDS is transmitted, they
clearly do not undenstand how it is
not," she said. The CDC survey
found many people still incorrectly
think it can be transmitted through
casuall contact, bathrooms and mos-
quitoes. "There is where you find the
fear and resulting discrimination is-
sues," and the lawsuits, she said.

In part to combat increasing legal
costs, Ms. Hammock recommends
employers implement a five-prong
HIV educational program.

The program starts with a written
policy that defines company prac-
tices related to infected employees.

Many companies have an informal
or unwritten corporate philosophy
on HIV and AIDS, but "with all the
litigation, businesses cannot afford
that luxury anymore," she said.

The written policy needs to ad-
dress such issues as benefits, medical
facts associated with transmission of
the disease, first aid and infection

control procedures, expected em-
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ployee reactions to infected co-work-
ers, methods for preventing discrimi-
nation, as well as maintaining confi-
dentiality for HIV-positive or AIDS-
diagnosed employees.

After the written workplace policy
is in place, employers need to train
supervisors on the policy, Ms. Ham-
mock advises. Then supervisors need
to teach employees how to prevent
HIV transrnission in the workplace,
she said.

For instance, employers should not
wait until after the ffirst spill of
blood or other bodily fluids to pro-
vide and educate employees on per-
sonal protection equipment, such as
gloves, masks and mouth guards, as
well as to educate employees about
where the first aids kits and cleaning
materials are located, Ms. Oswald of
Near North said. Employers need to
"treat every body fluid spill as a po-
tential AIDS exposure.”

Employers also need to take an ac-
tive role in community service and
volunteerism to promote HIV and
AIDS awareness, she said.

"People learn more by doing," she
said. "If employees are participating,
they are less likely to be fearful and
have less understanding of AIDS."

While the CDC-recommended

workplace HIV program is volun-
tary, employers with employees who
could "reasonably anticipate" con-
tact with blood or body fluids are re-
quired to comply with OSHA's
bloodborne pathogens standards,
which were implemented in 1992.

Employers are required to have
written exposure control plans that
cover first aid, precautions and treat-
ment for bodily fluid spills, Ms. Os-
wald said. Employers not only are
required to provide personal protee-
tive equipment, but they also must
provide a written schedule for clean-
ing in case blood is spilled while in
the workplace, she said.

Employers also are required ex-
plain these requirements to workers
annually, she said.

Many employers violate those
rules. Between March 1, 1994, and
June 1, 1995, OSHA cited 1,381 em-
ployers for not having an exposure
control plan in place and about
1,180 for failing to provide informa-
tion to employees.

Not only do employers have to
comply with OSHA standards, but
they have to obey the ADA as well.

As of June 1992, individuals diag-
nosed with AlIDS-related conditions
are among those "qualified" appli-
cants or employees for whorn the
disabilities law requires employers to
make "reasonable accommodations.”

People infected with HIV and
AIDS are considered qualified under
the ADA because they are living and
working longer, Ms. Oswald said.
According to the CDC, for example,
for 50% of the people with HIV, it
will take 10 years to develop AIDS.

"Clearly this is an issue of reason-
able accommodation,"” Ms. Oswald
said. While there are not many jobs
that a person diagnosed with AIDS
will be precluded from performing,
"if there is, reasonable accommoda-
tions must be made," she said. These
accommodations can include making
workplaces more accessible or
changing schedules.

For mom information on HIVV and
AIDS in the workplace, call the
CDC at 800-458-5231.

Glenn Klinksiek, director of risk
management at the University of
Chicago, moderated the session. Eliz-
abeth Simor, a vp at Near North,
was coordinator. [ = |
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Behavior modification at work

Improving safety starts with analyzing activities, attitudes

By MARK A. HOFMANN

TORONTO-Risk managers who
follow a philosophy of behavior-

based safety will almost certainly be
rewarded with a better accident Dec-
ord.

"We typically wait for an accident
to happen," said Garnett L. Payne, a
senior consultant with Behavior Sci-
ence Technology Inc. an Ojai, Calif.-
based consultant.

By observing and correcting the
behaviors that cause workplace acci-
dents, companies can deal with some
of these losses before they even hap-
pen, Ms. Payne said.

She stressed that behavior-based
safety works as a process rather than
as a program. It is an ongoing effort

that builds credibility, requires more
work on the part of the people in-
volved with it and yields long-term
results. Behavior-based safety re-
quires operational definitions, which
describe the behavior that must be
measured. This requires observation
of the behavior and creation of some
sort of mechanism to put the data
gathered to use.

"To be successful, you have to add
a fourth component,” which is a
mechanism to get workers involved
in the effort, she said. "The hourly
folks really become the key, They
have a lot to gain from the process
and a lot to give to it," she said.

In the behavior-based safety pro-
cess, an observer, usually a worker
armed with the definitions, records
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This in-depth, two-hour workshop will provide insights into these innovative

safe and unsafe behaviors. He or she
then talks to co-workers. This should
be done in the open, said Ms. Payne.

In some circumstances the instant
feedback can correct the behavior
but in others changing the behavior
requires an extended period of time.

Ms. Payne said that behavior is
simply an "observable act" For
those who might not like using the
word "behavior,"” she suggested that
the process rnight be called an activi-
ties-based approach.

But regardless of the name used,
the process requires identifying at-
risk behaviors and correcting them.

Ms. Payne illustrated the concept
of a critical behaviors inventory with
a slide that showed a worker using a
rod to clear a plugged line. Caustic

substance sprayed on the employee's
face when the line suddenly cleared,

causing an injury. Ms. Payne asked
her audience to look at the slide and

describe the at-risk behaviors.

Her audience pointed out that the
worker had no face shield, no gloves
and no protective clothing. No one
had fully closed the cutoff valve in
the illustration, there were no pre-
caution or warning signs in the area
and one observer questioned
whether the worker needed to have
his face so close to the pipe.

Ms. Payne then asked her audi-
ence some of the corrective steps
that should be taken so this accident
would not recur. As might be ex-
pected, wearing eye and face protec-
tion was high on the list, as was the
worker moving his facd away, Other
responses included depressurizing
the hne before allowing anyone to
clear it and using a tool designed
and approved for clearing a line.

But behavior is more complex
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than simply identifying the "what,"
that portion of behavior that can be
observed. Risk managers also have to
identify the "why," said Ms. Payne.

Attitudes learned from experi-
ence-and habits-serve as internal
guides for individual behavior.

Organizational culture serves as
behaviors external guide. Organiza-
tional culture is hard to change and
can have a somewhat insidious im-
pact.

"When you get used to a culture,
you just don't see the risks any-
more," she said.

Therefore it is key to get people
talking about risky behavior, be-
cause that's the only way to change
the culture. This means that hourly

and management people alike should
be involved.

Ms. Payne offered what she called
an "A-B-C Analysis" to further ex-
plain behavior-based safety. In this
framework, "A" stands for anteced-
ent, which is anything that triggers
behavior. "B" is behavior, which is
an observable act. "C" is conse-
quence, or anything that directly fol-
lows from the behavior.

"Antecedents influence behavior to
the extent they accurately predict
consequences," said Ms. Payne.

"Yesterday's consequences are to-
day's antecedents," she added. Some-
one who got away breaking the
speed limit without getting caught
yesterday could be tempted to do the
same today.

Consequences in turn depend on
three factors: timing, consistency and
significance. A consequence experi-
enced soon after an act is more pow-
erful than a delayed consequence. A
consequence that is certain as the re-
sult of an act is more powerful than
one that is not. Both positive and
negative significances are equally
powerful, she said.

Ms. Payne also pointed out a series
of barriers to continuous safety im-
provement. One was a system of re-
wards and recognitions that might
reward at-risk behavior. For exam-
ple, rewards for perfect attendance
encourage people to stay on the job
when they are sick and thus more
prone to accidents. Some manage-
ment systems bound in red tape
hamper correction of problems.

Poorly maintained equipment can
cause loss, as can production pres-
sures that lead workers to take short
cuts. Personal choices, such as the
choice to forgo wearing a safety
mask because it is uncomfortable or
inconvenient leads to problems. This
type of personal choice is particu-
larly receptive to peer-to-peer feed-
back, she said.

Ms. Payne said that BST's data
collection has shown that the longer
a behavior-based safety approach
has been in place, the greater the re-
sults.

For example, a BST study showed
that 11 companies that had their
processes in place for four years ex-
perienced a 54% reduction in the
rate of reportable injuries over the
period. Companies in the top 20% of
the category experienced more than
80% reduction, she said. Even com-
panies that had only engaged in the
process for a year experienced a
34% reduction in the rate of report-
able injuries, she said.

Moderating the session was Jayan
S. Panikkar, claims manager of the
Canadian Universities Reciprocal In-
surance Exchange in Oakville, On-
tario. Theodore Hidley, conference
coordinator for BST, coordinated the

session. i=/



Import Canada's health system ?

Wouldn't work for a variety of reasons: Experts

By MICHAEL SCHACHNER

TORONTO-The virtues of the
Canadian health care system«mi-
versal access, a single payer and
moderate costs as a percentage of
the gross national product-make it
seem like the perfect model for
changing the US. health care sys-
tem.

But is it a practical model?

Health care experts in both coun-
tries say it is not.

"Is it a model? Potentially. But
only if people in the U.S. were more
like Canadians. So in reality, it's
not," said Dr. Michael R. McGarvey,
senior vp-health industry servics
with Blue Cross Blue Shield of New
Jersey in Newark. "Americans hate
taxes and they want choices, and
universal access isn't the issue it is in
Canada.”

As tantalizing as it might sound to
U.S. employers and individuals to
have one health care system for all
Americans, with all basic medical
bills paid by one source and more
than 75% of funding corning from
the government, stark cultural differ-
ences between the United States and

Canada make a single-payer system
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based on the Canadian model ili-
suited for the United States.

"The rational argument is that our
system is a model because it's very
efficient and Canadians love it," said
Simon R. Allen, a senior consultant
with Alexander Consulting Group
Ltd. in Toronto. "The New England
Journal of Medicine estimates that
we're at least 25% more efficient
than the U.S. But the U.S. can't get
to a single administrative system.
You can't impose the Canadian sys-
tem on 270 million people.”

Last week at the annual Risk &
Insurance Management Society Inc.
conference, Mr. Allen and Dr. Mc-
Garvey completed another chapte
in the ongoing debate over whether
Canada's single-payer health care
system is ripe for export to the
United States. Canada's system cov-
ers virtually evely basic health ser-
vice for all Canadians at a cost of
about 9.7% of GNP. The fragmented
U.S. system doesn't even reach about
39 million people, but still consumes
about 14.3% of the American GNP.

And, like many discussions held
on this topic over the past few years.
the conclusion reached by the two
health care experts is that despite all
of their similarities, the cultural dif-
ferences between the United States
and Canada are too great for there
to be identical health care systems.

"Health care systems generally re-
nect the structure and style of the
communities they serve. Canadians
are very proud of their system and
85% believe it's either good or excel-
lent, and they would never want a
U.S.-type of health care system. But
we're 29 million people in total,
which is less than California by it-
self. We have about seven people liv-
ing in each square mile of Canada.
In the U.S., it's about 77 people per
square mile," said Mr. Allen.

Reasons like those are why, de-
spite the attractiveness of thE idea,
the United States is unlikely to re-
place its system with one that raises
taxes to pay for 100% of hospital
and physician care and a percentage
of prescription drug costs.

Cultural differences and different
opinions about the right to health
care are also major factors prevent-
ing a single-payer, universal system.
In addition, demographic changes
that the United States is experienc-
ing are not being felt to the same de-
gree in Canada, said Dr. McGarvey.

He noted the U.S. population will
reach 300 million by 2010, and much
of that growth is being spurred by
immigration. With such growth, it
would be impossible to maintain
current moderate health care infla-
tion and ensure universal access, a
tenet of the Canadian system.

Another difference involves man-
aged care. With managed care grow-
ing in the United States, it is begin-
ning to move northward across the

border into Canada, where the fed-
eral government in Ottawa as well
as the 10 provincial governments are
seeking ways to maintain a system
that Canadians view as invaluable.

"We am beginning to integrate
managed care into our system and
that has been borrowed from the
U.S.," said NiIr. Allen. But heavily
, managed care will never be as neces-
sary in Canada as 1 has become in
the United States.

"We are far less reliant on expen-
sive technology here. In 1994, there
were 3,000 MRI units in the U.S.,
compared with only 28 in Canada.
That's 11 per million versus about

one. That's called effective utilization
of resources and that's what we do

to maintain our system," he said.
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Greater efficiency is also seen in
the Canadian doctor's office, Dr. Mc-
Garvey said.

"About 43% of a doctor's income
in the U.S. goes to overhead, while
in Canada, it's about 16%." As a re-
sult, physicians in Canada have the
same take home pay as their U.S.
counterparts, though lower gross in-
comes.

When it's all spelled out and the
dollars are compared, the Canadian
system comes out as the more effi-
cient and cost-effective system. Even
long-standing criticisrn that patients
have to wait for services and doctors
are underpaid have subsided, said
Mr. Allen.

So, why shouldn't the United
States adopt Canada's system?

1\dr. Allen quoted Robert Evans, a
scholar at the Center for Health Ser-
vices and Policy Research at the
University of British Columbia, in
giving his answer: "Nations do not

borrow other nation’'s institutions.

The Canadian system would not fit
because you do not see the world, or
the individual or the state as we do.
The point is that by examining oth-
ers' experiences you can extend your
range of perceptions of what is pos-
sible.”

For his part, Dr. McGarvey said
the reason is simple. Canada's sys-
tem relies heavily on tax dollars.
And, in Canada, talk is growing that
for the system to remain as is, tax
revenues must be increased.

Mr. Allen said, "We must use cur-
rent resources more effectively, build
on our strengths, especially adminis-
tration and ration existing care, if
necessary. The one thing we can't do
away with ever is universal access "

The session was moderated by
Sanford Bragman, vp-risk manage-
ment with Tenet Healthcare Corp. in
Dallas. David Maslen, managing di-
rector with Alexander Consulting
Group in Newburyport, Mass., coor-

dinated the session. =gl
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The Risk & Insurance Management Society Inc. took advantage of
the chance to introduce thirsty risk managers to its online services.

Technology

Continued from page 3

up technologically, he added. "In or-
der for all of us to reap the bbnefits
of technology, we must advance to-
gether."

R/IS is trying to make sure that
risk managers keep up with technol-
ogy, Mr. Drapeau said.

The group "identified some time
ago that our members have much to
gain not only from our service pro-
viders but each other," he noted.
"Through RIMSNET, our propri-
etary computer network, risk man-
agers have a service plaza on the in-
formation superhighway. Now, with
amazing ease and accuracy, we have
the ability at our fingertips to com-
municate with an almost unlimited

WHY MOST

PHARMACY PLANS

CAN GET

YOU ONLY SO FAR.

Integrated Pharmacy
Management: the Pozer of
both sides pulling together.

While most

pharmacy

management
programs limit their efforts to
prescription costs alone, at Aetna
Pharmacy Management, we know
that's just half the story...and just

the beginning of what is possible.

As only an industry leader can,
Aetna Pharmacy Management has the
people, systems, programs and expertise
to manage a total health care program.

And when both sides "pull
together" your company pulls ahead
with more quality services, more
positive clinical outcomes, more cost
savings. Your employees experience a
rise in quality care while your health

care costs are lowered.

With so much to gain, why settle

number of people around the globe
instantly. This is not the future. This
is today."

RIMSNET is now accessible via
the group's home page by members
with passwords, said Anne Weath-
ersby, executive vp of Information
Inc. a Bethesda, Md., Web site de-
velopment firm that worked on the
RIMS site (http://www.linis.org)

Also available on RIMSNET are a
daily news service, legislative up-
dates and information about RIMS
and other aspects of risk manage-
ment. The service also provides e-
mail links to other subscribers.

While emphasizing the role of
technology, Mr. Drapeau says he will
not ignore old-fashioned methods of
communicating. ,

"Technology will play an increas-
ingly important part in effective

for a pharmacy plan with only one
oar in the water? For more information
about how Aetna Pharmacy
Management can put the power of
integration to work for you, contact
Nancy Baba, Director of Sales and
Marketing at 203-636-7050.

/Etna

communications, but it's only one
part," he said.

"One of the building blocks and
greatest strengths of RIMS is its
chapters," he remarked. By showeas-
ing their accomplishments in the
Chapter Recognition Awards (see
story, page 22), the group tries to
communicate to all chapters the
most effective ways to attract new
members and serve existing ones.

"Why should one chapter have to
reinvent the wheel if another chapter
has already done it and learned
some valuable lessons in the pro-
cess?" Mr, Drapeau asked, "In the
corning year we will continue to fo-
cus on communications at the chap-
ter level.”

RIMS membership has been de-
clining for years, but keeping the de-
creases small is actually something
of an achievement in a business
world marked by consolidation and
layoffs, said William J. Kelly, outgo-
ing RIMS president and senior vp at
J.P. Morgan & Co. Inc. in New York.

In his State of the Society address
at the membership meeting, he said
RNS is hard at work to recruit new
members. "We continue to work to
increase the strength and number of
chapters. This year we have con-
ducted membership drives in New-
foundland, Ohio and Nevada."

The group's 91st active chapter,
was just formed on New York's
Long Island. A chapter in Alaska is
being reactivated, and Mr. Kelly said
he hopes one in Puerto Rico will re-
activate.

The society also is seeking to in-
crease its ranks through its middle
market initiative, a program de-
signed for officials at small compa-
nies and whose responsibilities in-
clude risk management.

A session in Naples, Fla., drew 20
guests, and eight other chapters have
scheduled the course, according to
Mr. Kelly. "I believe momenturn has
now clearly been established and we
have an excellent opportunity to in-
crease membership."

On another front, RIMS is taking a
higher profile in the mainstrearn
press, said Mr. Kelly, citing its an-
nual cost of risk survey produced
with the Tillinghast division of Tow-
ers Penin. "This survey was reported
in over 40 newspapers across the
country, including the Wall Street
Journal, the Los Angeles Times and
the Washington Post," he said.

While membership nurnbers slip,
other figures are encouraging.

Financially, 1995 was a record
year. Net income rose to about
$800,000 from $191,000 in 1994, and
the balance in RIMS' general fund is
about $3.5 rnillion, up from $2.7 a
year earlier. The society's annual
budget was $9.2 million.

"In addition to a favorable invest-
ment climate, our record earnings
also result from a very successful
conference in San Francisco and a
better-than-expected return from the
Monte Carlo risk management fo-
rum,"” Mr. Kelly said.

Although Mr. Kelly proclaimed
the "state of the society is excellent,"”
he also warned that it can be dan-
gerous to become complacent in a
dynamic business world.

Therefore, RIMS is reviewing its
bylaws to make sure it is in step
with the rest of the professional
world. "This review may present us
with opporttmities to consider how
we might recognize some of the
changing realities within the larger
professional community," he said.

"It has been a year of record earn-
ings, record participation in profs-
sional development courses and of
groundbreaking new initiatives,"
said Mr. Kelly "But most impor-
tantly it has been a year in which we
have remained focused on the qual-
ity of the services provided to all our
members while at the same time tak-
ing unprecedented action to assert
RIMS' leadership role. =1
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Goodell award to Smirles

By MICHAEL BRADFORD

TORONTO-James VW. Smirles,
national brokerage marketing officer
for Kemper National Insurance Cos.,
is the recipient of this year's Dorothy
and Harry Goodell Award, the Risk
& Insurance Management Society
Inc.'s most prestigious honor.

Mr. Smirles accepted the award
last week at the annual RIMS con-
ference.

"I'm totally surprised, shocked and
honored by this," said Mr. Smirles.
He called it the proudest day of a ca-
reer that began as a Kemper safety
engineer in 1952.

He has been an instructor for
RnVIS' "Techniques of Loss Control"
course, and has been on the exhibi-
toi's advisory committee and the
Spencer Educational Foundation

Inc. board of directors. He has also
been a leader in safety organizations
such as the Public Employee Section
of the National Safety Council and
the American Society of Safeip Engi-

Mr. Smiirles also is active in his
community, having spent 20 years on
the village board of Glenview, lll.,
eight of them as mayor.

"I've come to know Jim through
his involvement in the exhibits advi-
sory board: which he helped found,
and the Spencer Educational Foun-
dation,"” said Louis J. Drapeau, who
took over this year as RI/IS presi-
dent "For many, many years he has
been a dedicated supporter of RIMS
and a congenial host of Spencer
Foundation activities.”

The award was established by for-
mer RIMS President Harry Goodell

in 1978 to recognize outstanding
achievements in advancing the goals
of risk management and the group.

It was Mr. Smirles' second trip to
the podium. Earlier in the meeting,
Kemper was awarded the RIMS Ex-
ecutive Director's Award to Industry.
Mr. Smirles and Mark OBrien, vp of
risk management services at Kem-
per, accepted that award, which is
given annually to a company that
works closely with RIMS to help fos-
ter the risk management profession.

Kemper was cited by RIMS Exec-
utive Director Eugene Ricci as "be-
ing in the var*ard of companies
that have consistently supported us"
He said the insurer has "actively
taken part in programs to enhance
the effectiveness of the risk manag-

er's functicn.”

RIMS presented its Cristy Award

to Timothy W. East, manager of risk
management business process at The
Walt Disney Co. in Burbank, Calif.
The annual award is presented to
the risk manager with the highest
cumulative average in the three ex-
ams required for the Associate in
Risk Management designation. It is
named for Jim Cristy, a former vp-
education of RIMS, who was instru-
mental in encouraging the Insurance
Institute of America -0 develop the

ARM program in the 1960s
Denise Hamilton of Shell Canada

Ltd. was awarded the Fred H Bos-
sons Award for scoring the highest
average in courses required for Can-
ada's Certificate in Risk Manage-
ment Designation. The award was
presented at last fall's Canadian Risk
Management Conference in Vancou-
ver, British Columbia.

The RIMS San Diego chapter
grabbed honors in all five categories
of the Chapter Recognition Program.

Among chapters of its size-those

INNING TEAM~?

Since 1710, we at Sun Alliance have prided

ourselves on outstanding levels of service, the

highest reputation for fair play and an enviable

track record of flexibility and innovation.

In 1996 this tradition continues, with exciting
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a Bartnership with Sun Alliance could bnng to
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SUNALLIANCE

TOGETHER WE MAKE SOME ALLIANCE

with 26 to 60 members-the San Di-
ego chapter took top honors in the
categories of Outstanding Chapter
Programining, Advancing the Risk
Management Profession, Outstand-
ing Member Services, Outstanding
Membership Development and Over-
all Chapter Excellence.

The Smoky Mountain chapter
grabbed top honors arnong small
chapters-those with fewer than 25
members-in the areas of Outstand-
ing Chapter Programming and Out-
standing Member Services. The
Greater Quad Cities chapter was
tops in Outstanding Membership De-
velopment and Overall Chapter Ex-
cellence for small chapters.

The Houston chapter was tops
among those with more than 60
members in three categories: Ad-
vancing the Risk Management Pro-
fession, Outstanding Member Ser-
vices and Overall Chapter Excel-
lence. The Atlanta chapter was
tapped as best in Outstanding Chap-
ter Programming and Los Angeles
got the nod in Outstanding Member-
ship Development.

Honorable mentions went to the
Rocky Mountain chapter in Out-
standing Chapter Programming and
to Central Ohio in Advancing the
Risk Management Profession.

A special commendation was
awarded to the Canadian Risk Man-
agement Council on behalf of all Ca-
nadian chapters for their commit-
ment to the society and their efforts
in advancing the profession. IMI

Drapeau, council
elected by RIMS

TORONTO-Louis J. Drapeau of-
ficially begins his term as president
of the Risk & Insurance Manage-
ment Society Inc. on May 1, along
with a new executive council.

Mr. Drapeau, manager-insurance
and risk management at The Budd
Co. in Troy, Mich, was elected along
with the council members at the
RIMS' annual conference last week,

Mr. Drapeau was elected to the
executive council in 1991 and has
been treasurer and vp of the educa-
tion, business and industry liaison,
conference and finance committees.

Stephen M. Wilder, vp-risk man-
agement at The Walt Disney Co. in
Burbank, Calif., was elected first vp,
the traditional steppingstone to the
presidency. The 1990 Business Insur-
ance Risk Manager of the Year was
fit elected to the executive council
in 1993 and has been vp-education
and research.

Other council members are:

+ Judith M. Lindenmayer, vp-con-
ference. She is director of risk man-

agement at Fidelity Investments Inc.
in Boston.

« John R. Rath, vp-education and
research. He is director of risk man-
agement and insurance for 1Vlilwau-
kee County, Wis.

+ Susan R. Meltzer, vp-environ-
mental. She is director-risk manage-
ment and insurance for Bell Canada
in Toronto.

- David R. Haight, vp-government
affairs. He is director-risk rnanage-
ment at CF Industries Inc. in Long
Grove, lll.

- Georges Balcer, vp-health and
safety. He is director of lisk manage-
ment at Bowater Inc. in Greenville,
s.c.

* Freida L. Jackson, vp-industry
liaison and treasurer. She is presi-
dent and risk manager of Park
South Associates Inc. in Charlotte,
N.C.

- Mark' A. Del.illo, vp-interna-
tional. He is vp-risk management
services at Jim Walter Corp. in
Tampa, Fla.

- Richard C. Sadler, secwtary and
vp-membership and chapter services.
He is risk manager-worldwide sales
and support at Microsoft Corp. in
Redmond, Wash. ig’
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A little creativity goes a long way
In integrating comp, health plans

By ROBERT KAZEL

TORONTO-Weaving together
health benefits with workers com-
pensation programs to create a
seamless, efficient fabric will be a
demanding task for many compa-
nies.

But it is not impossible for those
willing to buck tradition and step
artfully around state-imposed barri-
ers to create systems that work as
though they are integrated.

So said a panel of experts last
week in a session at the annual Risk
& Insurance Management Society
Inc. conference. Speakers told risk
and benefit managers that they
should expect little help from state
governments in revamping workers
comp laws to permit 24-hour cover-
age, in which administration of
workers comp is combined with

health benefits or disability coverage.

A serious obstacle to any company
seeking to institute such a plan is the
fragmentation of legislative jurisdic-
tion over workers comp policy, ac-
cording to Robert W. Ridley, a part-
ner in the law firm of Ridley &
Farmer in Los Angeles and a special-
ist in integrated care issues.

State lawmakers are sensitive to
any potential threat to their author-
ity in this area. And they are espe-
cially concerned that employers
might use federal legislation such as
the Employment Retirement Income
Security Act of 1974, or the Taft-
Hartley Act, which preempts state
workers comp law when collective
bargaining agreements are at issue,
to circumvent legislative control over
workers comp programs.

Creative uses of federal law to
gain power over the workers comp
apparatus threaten to overturn
states' well-established machinery
that cannot regear to a changing
marketplace, Mr. Ridley said.

"These are old, they are en-
trenched, the states have built a
massive background of case law, bu-
reaucracies, filing cabinets, offices,
dispute resolution people, lawyers,"
Mr. Ridley said. "States have a great
interest.”

Tremendous legal difficulties exist
for companies that wish to integrate
health benefits with workers com-
pensation, he said. Aside from deal-
ing with turf politics of state legisla-
tons and regulators, state insurance
codes may have to be changed be-
fore health insurance and workers
comp can be combined. For exam-
ple, it might be afficult to do unless
co-payments and deductibles were
permitted for workers comp
claims-a major shift.

Still, some in the insurance indus-
try say that a establishing a workers
comp and health system that is
largely integrated, efficient and
cost-effective is within employers'
capability-existing state laws and
all.

"I'rn talking about the risk man-
ager, the employer, the business, tak-
ing into their hands the structure of
their benefits within existing law,
but in such a fashion as to promote
integrated care for hospital ,care, for
doctor care, for pharmaceuticals, for
disability to the extent they want
disability,"” said John R. Bischoff, vp

of Chicago-based Sigma Underwrit-
ing Managers The key, he said, is
not to change state workens comp
law but for the employer to design
its workers comp and health benefits
plans so the worker will go to the
same managed care provider no mat-
ter what the cause of the illness or
injuly

An immediate advantage of such a
move, Mr. Bischoff said, is the elimi-
nation of double dipping at the
workers comp and medical benefits
troughs, a practice that has been es-
timated to account for at least 5% of
corporate health care costs.

A few states are looking at propos-
als for integrating benefits, though

actual programs are rare. The excep-
tion is Portland, Ore.-based Esco
Corp., a steel manufacturer that be-
gan a 24-hour coverage pilot pro-
gram as part of a state-sponsored
experiment beginning in 1992. The
pilot, which was started with a grant
from a foundation, shows that some
states are attempting 24-hour cover-
age trials but on a modest scale and,
so far, with no clear results.

Using Kaiser Permanente as an in-
tegral part of its new combined ap-
proach. Esco is finding it easier to
send workers to the same provider
for all types of claims and is finding
case management to be superior to
the old dual system, said Patricia

Bishop, supervisor of health services.

The company assesses a capitated
fee for workers comp insurance
based on the average of its previous
five years of workers comp rates.

Four yeam into the pilot, the state
has collected no persuasive data yet
on whether 24-hour coverage is pro-
ducing savings. The program "resem-
bles" seamless care but is not fully
integrated because of state restric-
tions on the pilot, she said.

"It's too soon to tell if there would
be long-term advantages for employ-
ers or employees," she said.

And though promising and worthy
of pursuit, in Canada 24-hour pro-

grams aren't wonder drugs and have -

not proven to be decisive in saving
the national health care system
money, said Rudolf Henkel, modera-
tor of the session and director of risk
management and insurance of
George Weston Ltd., a Toronto food
producer and distributor. Ottawa's
workers comp program is about $12

The Alexsis philosophy - No. 6 in a series

billion in debt, he said, and employ-"'

ers there already have integrated
coverage.

Movement toward 24-hour cover-
age has been halting in Florida,
where the state legislature has au-
thorized two companies to engage in
an integrated care pilot, said Julio
Cantillo, senior vp of Sarasota-based
Riscorp Managed Care Solutions
Corp, a managed care service firm
that is taking part in the pilot.

"In the end, we have had one de-
lay after another in implementing
this program in the state of Florida,"

Mr. Cantillo said. "We were sup- ,

posed to be, by now, fully opera-
tional." Now the program is slated to
start in May, he said.

"We've just started to crawl is
where we are," Mr. Ridley said. "Or-
egon is ahead of the pack”

The workshop was coordinated by
Lance Ferris, corporate risk manager
at Zurich-American Insurance Co. in

Schaumburg, IlI. mli

Introducing:
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Risk manager jury is out on ADA

By ROBERTO CENICEROS

TORONTO-It was no surprise
when a room packed with risk man-
agers acting as jurors found in favor
of a defendant employer during a
mock trial during a session titled
"The Americans with Disabilities
Act Goes to Trial" last week at the
annual Risk & Insurance Manage-
ment Society Inc. conference.

The emotional claims of an em-
ployee in a wheelchair that he was
denied restroom privacy because of
inadequate amngements for handi-
capped people did not convince ju-
rors that his employer, We Don't Ac-
commodate School District, had not
met the ADA standard of "reason-
able accommodation” when it modi-

fied mstrooms for him.

But a typical jury might be less

Mock trial examines disabilities
and employer accommodations

sympathetic to the employer, warned
Dennis J. Walsh, a partner in the
Los Angeles firm of Walsh & De-
clues. In his real practice, Mr. Walsh
defends employers. But, in the mock
case, he acted the part of plaintiff's
attorney, representing Chris Com-
plainen

Lawsuits over reasonable accom-
modation are the most common
ADA complaints employers face, Mr.
Walsh explained following the pre-
sentation. To limit them, he told the
session audience, employers must
have a policy and a designated per-
son in their company responsible for
addressing ADA issues. Larger com-
panies have whole committees dedi-

cated to the task.

Regardless of company size, it is
best that whoever tracks compliance
not be in a dimet supervisory role,
Mr. Walsh advised.

"It'S very Aifficult to have the su-
pervisor in that position" during
trial, he said. "l have always recom-
mended that anybody making a hir-
ing or firing decision about a partic-
ular employee not be involved. Be-
cause if ultimately the case is one
where the employee is fired, it is al-
ways going to raise questions about
the credibility of their reasonable ac-
commodation decision.”

Plaintiff's attorneys will claim su-
pervisors "didn't do a proper evalua-

tion. There is going to be dirt thrown
on your supervisor."

Compliance checklists and mason-
able accommodation forms-which
document that an employer tracks
ADA concerns for prospective and
edsting employees--are a must, he
said. "You have got to document this
stuff, because if the EEOC is called
into do an investigation they are go-
ing to ask for it," he said. "Just give
it to them. If you are talking about
good faith, the finst thing you can
show in good faith is that at least
you wrote it down."

Such forms also must show com-
pliance with ADA requirements.

Encouraging employee complaints
is a desirable goal, Mr. Walsh added.

"As crazy as that sounds, when it
comes to ADA or any form of dis-
crimination, your procedures and

Alexs:s. MANAGED CARE SOLUTIONS
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and risk management.

AlexsissManaged Care Solutions brings together the most advanced claims

administration and management system in the business - ours - with the

resources of one of the country's leading managed care pr6viders.

As a result, we're now able to provide a complete range of managed care

services for workers compensation claims.

So, if the cost of workers compensation is a problem for your company,

turn to Alexsis:

We cah provide. solutions tailored to your needs.

For more information,'please contact:

J. Darwin Daniel, Sr. V.R and National Sales Director,

Alexsis, 17187 N. Laurel Park Drive, Livonia MI, 48152

Tel (313) 953-4400 Fax (313) 953-4515

ANAlexs::s

Risk Management Services

Solutions

policies should be such that your
people want to come forward and
tell you what is wrong," he said.
"Nip it in the bud now because the
worst-case scenario is when | get the
lawsuit and they allege it has been
going on for five years and no one
did anything about it. You need to
have a system in place where people
don't think it's a pain in the neck to
deal with these issues but that they
are important.”

Employers also must track work-
ers compensation claims for situa-
tions where the ADA may apply, Mr.
Walsh warned. In California, work-
ers comp attorneys will sign off on a
workers comp settlement then send
their clients to a civil litigation attor-
ney to Ble ADA suits, he said.

"You would be amazed at how
many employers don't realize that
you can follow the laws of workers
comp with regard to a work-related
injury, and guess what? The ADA
applies to certain work-related inju-
ries. They have to be permanent.
They have to be of substantial im-
pairment of their ability to perform
essential job functions. But guess
what? You can follow all the laws of
workers comp and violate the ADA
at the same time.”

As for the mock trial, Mr. Walsh
was joined by John R. Rath, modera-
tor and director of risk management
and insurance for the Milwaukee
County Department of Administra-
tion. He played the role of Judge
Hang 'Ern Harry. Roberta K. De
Grandis, risk manager for the City of
Los Angeles Department of Airports,
played Joanne Clueless, a defendant
and the principal of We Don't Ac-
commodate School. Kevin C. Burke,
vp-operations for Tristar Risk Man-
agement in Culver City, Calif., sat in

a wheelchair portraying the frus-
trated Chris Complainer, while Mia
D. Farber, a senior associate in Los
Angeles for Walsh & Declues, por-
trayed a convincing defense lawyer.
Mr. Walsh coordinated the session.
The defendant argued that the
school district failed to provide a
special seat so that he could ride on

school buses in his mle as a basket-

ball coach. "Mr. Complainer" also
claimed the school had not ade-

quately provided for his restroom
needs. Several modifications to exist-
ing restrooms were problematic,
forcing him to restrict his dietary in-
take so he would need to rely on
them less, he said. At times, he had
to empty a colostomy bag in trash
sacks kept in his car.

The school district should lot be
allowed to get away with it, Mr.
Complainer testified. And his attor-
ney argued that the school had failed
in attempts to improve the rest:rooms
or even follow up by asking Mr.
Complainer if they met his needs.

At the least, they bungled up this
job of tlying to help him, Mr. Walsh
said in his closing arguments. "Every
time they did something, they
messed it up. Is that reasonable?
That is up to you to decide. | think it
is pretty clear from the evidence."

But the audience was.swayed by
the defense's point that it had en-
laged a door in one restroom, built
ramps and made modifications to
other Istrooms, denying the plaintiff
the burden of proof that the defen-

dam did not provide any reasonable
accommodation.

The defense also noted that Mr.
Complainer agreed before accepting

the basketball coach position that he
would drive his own car to basket-

ball games. ‘gl
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As A Necessity, We Provide
Outstanding Hurricane Coverage.

ERL e e
With global catastrophes, vou can know their names but more, from advanced catastrophe modeling software,
never where or when they'll strike. That's why vou need to retention analysis, to detailed financial studies. You
the finest in reinsurance capacity, security, and terms already know the names of potential disasters...now
and conditions. Guy Carpenter delivers all that and you know the name of the broker to help cope with them.

GUY CARPENTER

Guy Carpenter & Company, Inc. Two World Trade Center, New York, N.Y. 10048 212-323-1000
Offices Worldwide
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vices themselves," said Thomas Diff-
ily, chief operating officer. "But,
with corporate downsizing, we now
work with all sizes of companies.”
He said providing corporate medi-
cal direction constitutes the bulk of
its health care-related work. "We
have a network of medical providers
for these jobs. We have five physi-
cians that are board-certified in oc-
cupational medicine as well as 10
nurses certified in occupational nurs-
ing.
"In addition to the nursing and the
corporate medical director work,
we're also doing a fair amount of

OSHA compliance work and a lot of
drug and alcohol testing," said Mr.
Diffily.

Employers with overseas work-

forces or executives who are con-

stantly traveling may have been in-

terested in talking to a pair of com-
panies that provide overseas medical
assistance, tnansportation and refer-
rals for local health care.

With offices in Baltimore, Beijing,
and Brighton, England, MEDEX As-
sistance Corp. specializes in insuring
employers for the cost of transport-
ing or evacuating employees injured
while on overseas business trips.
While IVIEDEX does not cover the
medical costs of an injured em-
ployee, its services can make a big
difference in moving sick or injured
employees to appropriate care facili-
ties quickly, especially in undevel-
oped nations.

"Transportation, referral to local

care and full-scale evacuation is

what we do. Anything from a severe
stomach ache to a broken ankle sus-
tained while jogging is no problem,"
explained Joseph Stetka, an account
executive with MEDEX in Timo-
nium, Md. "We have the U.S. gov-
ernment contract for the Agency for

The answer? Around the globe.

International Development, which
handles a lot of developing countries
and we handle about 300 to 400
cases per week overall.

"Anything from a broken tooth to
swallowing a bottle cap to getting
hurt in a mugging is what we see.
Well get your employee to the right
hospital or doctor and if it's really
bad we'll evacuate them back to the
United States," Mr. Stetka said.

A competitor of MEDEX, U S As-
sist, a unit of Societe Francais
d'Assistance of Paris, also does care
referrals, transportation and evacua-
tions, "but we also spend a lot of
time on the preventive consultative
side," said LEigh Miller, senior ac-
count representative. "When you talk
to companies about what can hap-
pen before employees travel, it really
impacts costs. The employees sustain
fewer injuries."

U S Aggqgi€t is getting ready to
launch an overseas health insurance

See Exhibit on page 32

Sneak peak at benefits on the Net

By SALLY ROBERTS

TORONTO-AIlIthough benefit-re-
lated Internet sites are still in their
infancy, a few exhibitors at the
Risk & Insurance Management So-
ciety Inc. conference last week in-
troduced risk and benefit managers
to new online offerings.

A majority of the exhibitors mar-
keting products and services specif-
ically for benefit managers, when
asked about the Internet, either
said their company had an Internet
site but was not exhibiting it, was
in the process of constructing a
home page on the World Wide Web
or was not even thinking about it.

However, some large companies,
like American International Group
Inc., Willis Corroon Group P.L.C.,
Kemper National Insurance Cos.
and Crawford & Co., showcased in-

dividual company home pages on
large and oftentimes multiple
screens. Potential customers could
either "surf" individually or watch
company demonstrations.

The information on the Web sites
was very limited, though. Tables of
contents listed product offerings,
including a hypertext link-under-
lined or bold faced words on Web
pages that users can click on to
view related documents-to de-
sciiptions of the company's disabil-
ity, group health or workers conn-
pensation benefit products.

Further illustrating the Internet's
fledgling status in the benefit arena
were various problems in the ex-
hibit hall.

One company that was intl-oduc-
ing a home page had nobody on
hand to field questions about the
home page and the company's fu-
ture on the Internet.

And another company's home
page was not working properly for
part of a day.

Booths with up and running com-
puters did draw the cunous.

Employee Benefits
& Workers Comp

AIlG, for instance, gave a sneak
peek at its Internet product, dubbed
Access AIG, which won't be re-
leased until the end of this summer.

In its first release, Access AIG
will be exclusively for brokers. It
provides detailed product listings,
electronic mail and background in-
formation about the New York-
based insurance giant. Access AIG
is the company's response to a sur-
vey that found brokers' No. 1 con-
cern was difficulty in finding the
right person at AIG to do business -
with, said William Tobin, a vp in
New York with AIG's general in-
surance information services divi-

sion.

AIlIG also took the time to publi-

cize its VWeb site. The site-at

http://www.aig.com-offers the
same information about AIG's acci-

dent, medical and dental coverages,

We're ExcelNet, the brainchild of six world class insurance

and workers comp coverages that is

organisations. Launched in September 1995, we're offering a much available on Access AIG, but in less
. . . . . . detail, Mr. Tobin said.

greater commitment to quality and a total dedication to quality audit. ]

Kemper Risk Management Ser-

vices also showed off its home page

We are also developing a unique risk management information system. on the Web.

It's perhaps the most advanced intelligence network of its kind, Located at http://www.kemper-
national.com/, it gives benefit man-
agers access to a description of

Kemper's workers comp program

delivering fast, accurate, relevant information worldwide. Allowing you

to make quicker, better informed decisions wherever your marketplace.
known as KemperCare, among

other property/casualty products

We operate through more than 240 offices in 70 countries and clearly we ) )
and services. It also lists the names

offer the best of both worlds: global strength and unrivalled local and phone numbers of brokers that

benefit managers can contact by

knowledge.

state . if they want further informa-

tion about any of Kemper's prod-
In short, only one network is altogether better equipped to meet your ucts.
needs. Ours. To find out more about the reasons why, please call ©n Sev,e_ral Compl"tetrs at its

booth, Willis Corroon displayed
Kevin Conboy in Morristown, New Jersey, on 1-800 227 0185. its home page (http://www.wil-
cor.com), which offers risk and
benefit managers a look at its prod-
ucts and services, including its em-
ployee benefit and workers comp
products.

In addition to offering a table of
contents with hypertext links to its
different products and services,
Crawford & Co.'s new home page
also offers benefit managers a link
to its eight publications, which
cover topics including disability
management, workers compensa-
tion and loss prevention.

At this point, however, benefit
managers only can subscribe to the

=11 Inchcape Insurance
*W Services

AA Bain Hogg

CECA R
*4; An Inchcape Company

Cf}leordia- Boets & igault

publications over the site, which is
at http://www.crawco.com. M

w -ly,7-L=loug mutuat Oroup



vyou BIGGEST GLO .IL RISK MAY BE
IBING AN INSURER WITHOUT THE
FINANCIAL STRENGTH AND INTEG MIED

- GLOBAL CA WIBILITIES OF AlG. o..

Quite simply, ifyou're a global company, you face a variety of changing financial
exposures. You need a financial partner that not only understands complex risks,
but can also provide a variety of insurance and financial solutions. Not to mention
the size, strength and stability to be there for the long term. Enter AIG -with
unparalleled global capabilities backed by extraordinary financial strength.

What AlG offers is expertise not only in insurance, but also in managing
and integrating total marketplace risk. By combining traditional insurance with
sophisticated financial solutions, we create unique consolidated risk financing
programs, including large-limit multiyear packages with flexible terms and limits.

And who better to meet your local needs than someone who's there?
With offices in 130 countries and jurisdictions throughout the world, we have an
unmatched knowledge of local conditions and regulations. These resources deepen
our own on-the-ground financial structuring, engineering and claims capabilities.

To underscore that we can handle all your needs, we've even created a specialized
division, AlG Global Risk. Only AlG could bring together this seamless unit to
provide integrated risk management solutions. Access is just a call away.

And we back it all up with an impeccable balance sheet, Triple-A ratings, capital
funds of nearly $20 billion, and net loss reserves approaching $20 billion.

So we'll be there whenever and wherever you need us. Because no one else can.

For more information please c@ll Tobey J. Russ at (212) 770-7898.

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES I G

onal Group, Inc., Dept. A, 70 Pine Street, New York, NY 10270
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product for companies with employ-
ees who travel frequently. "It will be
medical coverage for Americans
working abroad and it will be avail-
able in per trip and annual limits,"
Mr. Miller said, adding the coverage
probably will be available within the
next month or two.

One of the few RIMS regulans in
recent years with berefit offerings
has.been CIGNA Corp.'s Intraccrp
unit. This year, the company was
touting Smart Choices, a new plan
that accompanies any managed
health care plan and is designed to
help people make educated choices
about the care they pursue.

Sue Fazo, director of corporate
communications for Intracorp, said
Smart Choices, which just became
available Jan. 1, provides 24-hour
nursing and triage information -Aa
an 800 phone number.

"It's supposed to help employees
maneuver through the health care
system. It fits any program, HMOs
or whatever. We hope that it will be
the glue that brings our systems to-
gether," she said. To entice people to
make that call, Intracorp was giving
away five-minute phone cards.

One of the few pharmacy benefit
management exhibitors was Man-
aged Pharmacy Benefits Inc. of St.
Louis. Despite the lack of competi-
tion, MPB still was holding a draw-
ing for a Mont Blane pen.

Mark Osborn, regicnal sales dire-
tor, said the company can jointly
manage workers comp and med:cal
pmscription drug plans, but group
health plans Irmain its bread and
butter.

"I know a lot of people are saying
that all the waste has been squeezed
out of prescription dnig plans, but
that really depends on where the em-
ployer is," said Mr. Osborn "If

you've already gone to heavy man-'

agement, you probably have
squeezed out any excess dollars.
Then you need to move on to

whether what's teing dispensed is

right or wrong."
Mr. Osborn said MPB naw has a

bulletin board tha. cliems can access
on their PCs. This bulletin board
tells insurers, TPAs and employers
what employees in their Flans are
taking. "Clients aren't jnterested in
standard reports on the groups. They
prefer to know what's being dis-
pensed and consumed individually."

For employers seeking tc analyze
hospital bills, Preferred Payment
Systems of Nat:erville, 11, was
showing a system that scores hospi-
tal bills on a 1C-point scale. Tom
Bartlett, senior vp-corporate market-
ing, said large payers like the Guard-
ian Life Insurance Co. use the sys-
tem to evaluate the appropriateness
of hospital bills.

The bill is scored on four criteria:
total bill price and length of stay;
how the price for a bill compares to
the provider's historic charges; de-
tails of the hospital's financial status;
and how the charge stacks up
against mean charges for the same
ailment.

To show passers-by how up-to-
speed PPS' technology is, it played
music videos at its booth featuring
performers like Sade, Antonio Ban-
deras and Ziggy Nlarley

For colorful still images, rather
than videos, one needed te look no
further than Creative & Effective
Communication Solutions’ booth.

The Waterloo, Ontario-based com-
pany specializes zn creating catchy,
colorful informational signs for the
workplace. And, while much of what
the company was exhibiting related
to safety in industrial workplaces,
Greg Pinnington, a sales representa-
tive, said they have made many signs
for companies encouraging good
health and health-related safety.

"We can do signs promoting AIDS
awareness and warnings about other
blood-borne pathogens. Here, we're
showing safety because it's primarily
a risk management conference, but
there's no reason why we coukin't do

health care and benefits signage,”" he
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From helping employees manage
family responsibilities

<4+ to planrnmning for
t« retirement, smart

, companies offer

employee benefit

programs that

make it easier

for employees to

walk through life's most

important steps.

8/'s readers are big believers in these
programs - with an average of $21
million™ spent on employee benefit

programs like work & family, pension

Business Insurance Covers

Life's Most Important Steps.

Bi will be in step with the needs
of these corporate decision-makers
when we publish our Pensions/
Retirement Plans issue, with its
Directory of 401(k) Plan Administra-
tors. Then, following close on its
heels, is our Balancing Work & Family
spotlight, featuring the Directories of
EAPs & Dependent Care Resource &

Referral Services.

You can lead more than 155,000** of
8/'s readers to your door when you
advertise your services in these impor-
tant issues. Start off on the right foot,

reserve your ad space

and 401 (k) retirement plans. Because today.
they spend so much, they rely on 81 to

keep them informed on the latest

trends and issues. And as they

search for new services and sup-

pliers, they'll look to our directo-

ries to do their initial footwork.

Benefits
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causes 153%

with Minet Inc in New York, who tion of benefits because of a job
"Q Jite often the reason for the coordinated the session, cited Em- change or Job loss rolled the funds
claim and the exposure that anses ployee Benefit Research Institute sta- over into their new employer's plan
from it is that the employee and the tistics that support the notion many or an individual retirement account
employer don't have the same expec- Baby Boomers don't have a clear un- "The bull market has lulled people
tations of the benefits the plan is to derstanding of what their defined into forgetting the lisk of secuntles,”
provide them," said Frank M Baron, contnbution plan willl provide MI Baron said 'One factor to keep
a vp with Reliance National Insur- EBRI statistics show that 25% of in mind is that 42% of today's retire-
ance Co in New York ment savings are m equity secuntles

Wave of benefit litigation foreseen
With more employers moving to Those wtll provide long-term posi-

By RODD ZOLKOS ions achvity, a plaintifs bar Igoking replace definea ae efit plans, with, . tive results but there is some volatil-
for Rew bUFiness opporunfies and seli-directed denned comnbtion 1 -4 J J-19"-1-15F UTt oo

TORONTO-Fiduciary hability the increasing complexity of retire- plans, many retinng Baby Boomers The sorts of Investment mstru-
ex(g)osures ansmg from employer- ment plans further add to hducia- may soon be among those who find rZimflIT ments chosen for retirement plans
sponsored benefit plans are not hes" exposure, say the members of a their retirement plan doesn't hve up - also unll be cause for exposure, par-
hkely to slacken in the next decade, panel last week at the annual Risk & to their expectabons "11'"1'fiRIi}ERIfilmim ticularly with plans that sustain

Insurance professionals say Insulance Management Society Inc "There wil probably bb future hti- losses on derivative investments
The phenomenon of aging Baby conference gabon over Investment edication Mr Baron noted the prudent per-
Boomers reachmg retirement age A 1993 Watson Wyatt Worldwide and Investment ophons chosen in de- Baby Boomers participating in de- son rule m the Employee Retirement
without adequate savings, as well as survey found 441% of fiduciary ha- fined contribution plans," he sad fined contribution plans don't know Income Security Act sets a standard
a more activist stance on retire- bility claims arose from benefit ds- What's more, the lengthy bull mar- the size of the contnbution they for choosing those investments, but
ment-related issues by Congress and putes Administration error caused ket on Wall Street may have gwen make to those plans and 20% don't it's a rule that is open to broad mter-
the U S Department of Labor, are 10 4%, communications 89%, mis- some defined contnbution p.an par- know whether the contribution is pretation, particularly when those

A poor forecast
for fiduciaries

cited as key factors likely to increase representation 59%, reduction in ticipants unrealistic expectations matched by their employer

the nsk of fiduciary hability suits benehts 54%, discrlinination 50%, about investment performance
Continuing merger and acquisi- plan termination 50% and other

O "4 1

1417

selections are viewed in hindsight

What's rnore, less than 50% of "Obviously there will be a diference
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WHEN THE TOUGH GET GOING.

Looking for clear directions for your international employee benefit
plans'? Swiss Life IS the way to go for coordinated global programs and
real financial savings. As the world's leading international network of life
insurers, we're never far from where you need us. And every Swiss Life
Network Partner is a local leader, with the expertise, flexibility and ser-
vice capabilities to meet your most challenging insurance and benegfit re-
quirements. It's a sign of the times that more and more top multinationals
follow the Swiss Life route. Call us in Zurich on +411/284 3797, or
contact your local Network Partner. It can be tough out there. But with

Swiss Life, you're never on your own.

THE RIGHT DECISION
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Head Office Swiss Life, General Gusan-Qual 40,
8022 Zurich /Switzerland. Telephone 411/284 3797.
Tele6x 411/284 3997, Argentina Los Andes,
Australia Life Reinsurance, Austria. Wiener
Staduschc, Belgium Swss Life, Brant ARBI /
Santa Cruz beguros, Canada Canada Life, Chile
Euroamdrica, China. SW= Life Rep Office,
Colombia Bolivar, Czech Republic. Cesld
Kooperativa, Denmark- Danica / Internattonal
Health Insurance / PFA Pension, Finland
llmarinen / Suomt-Saturn, France Socidtd suisse
(Swiss Life), Germany Schweizerischt
Rentenanstalt (Swiss Life), Greece- Lalu Ltfe,
Guatemala Occidente, Hong Kong- Jardine
CMG Life, Hungary- Gldria - Swiss Life,
Indonesia Lippo Life, Ireland trish Life,

Italy- Swiss Lik. Japan. Meip Life /

Yasuda Life, Korea Korea Life. Luxembourg.
Swiss Life, Malaysia Hong Leong, Mexico
Comercial Amdrica, Netherlands Zwitse,Leven
(Swiss L,fe). New Zealand Life R.insurance,
Norway Vital, Panama Mundial, Philippines
First Guarantee Life, Poland PZU, Portugal.
Impdrio, Russia Rosgosstrakh, Singapore Swiss
Life International Services / NTUC Income.
Slovalua: Kooperal,va, South Africa. Sourhern
Life, Spain Swiss Life, Switzeriand La Suisse /
Swiss Mobil,ar (both non-life), Talwan Kuo Hua
Life, Thailand Bangkok Life, United K,ngdom
Swiss Life (UK) plc, USA Swiss Life International

Scmces / MassMutual, Venezuela. Orinoco

Cathy L Cummins, a semor vp those who received an early distnbu- of opinion on what is prudent, and

this has led to htigation," he said

As a result, fiduciaries must exam-
me Investment choices m terniS of
how they might be portrayed by
someone second-guessing that choice
in the future, he said

As corporate mergers and acqulsi-
bons continue those deals also could
portend future htigation as invest-
ments made today may be second-
guessed m the future by a new fidu-
ciary of the prograni

Mergers and acquisitions could in-
crease the habillty exposure of fidu-
cianes involved in supplemental ex-
ecutlve retirement plans, as well

"Essentially the supplemental re-
tirement plan represents a promise
by the employet to make a certain
payment to the participant late on,"
Ms Cummins said

Supplemental plans which are of-
ten used by employers to make up
retirement Income to htghly paid em-
ployees whose quallfled plan pen-
sions are restricted by Internal Reve-
nue Service regulations, are both
non-quallhed plans under ERISA
and often not prefunded That can
cause an employee to have a hard
time later malang good on that ear-
her employer's promise, she said

Supplemental plans can give rise
to predecessor liability cases follow-
ing mergers or acquisitions when the
onglnal sponsor is no longer on the

Predecessor habillty is a huge ex-

posure foi the sponsors of some
plans," she said "With the rncrease

« of mergers and acquisitions, Inter-

pretations of the benefits a parbel-
pant may be owed from an un-
funded unquallfied plan may be an
Issue”

While supplemental plans are not
subiect to ERISA, they are subject to
other regulattons such as state laws,
"which could signiflcantly increase
the exposure to underwnters," Ms
Cummins said The possibility that
they might be subject to Securities
and Exchange Commission regula-
tions at some pomt and possible ac-
companying exposure to securities
violation suits adds to the concern

Mr Baron offered several sugges-
tions for limitmg exposure to hdu-
ciary liability exposure in the years
ahead He suggested that sponsors
"keep plans simple,"” that they set
and adhere to Investment guidehnes
and that they adhere to ERISA re-
quirements as closely as possible

He also suggested they err on the
side of conservatism 111 changing
benefits and that they choose their
brokers and underwnters carefully

Ms Cummins noted that ERISA is
both complex and "stlll evolving,”
and said, "As a sponsonng employer
of ERISA plans, it's important to un-
derstand your responsibihties and
duties and proceed accordingly'

Joanne E Byrnes, manager of in-
temational nsk management for

Purchase, N Y -based PepsiCo Inc,
moderated the session



Mishaps abroad can test
work comp policy at home

By SARAH GODDARD

TORONTO-Risk managers of
U.S. multinationals cannot assume
that global workers compensation
policies alone are enough to protect
employees overseas, insurens say.

When an accident OCCUIS abroad,
employers must act fast, or an em-
ployee's injuries could prove critical,
they warned last week at a session at
the annual Risk & Insurance Man-
agement Society Inc. conference.

Brokers and policyholders com-
monly believe U.S. employees in-
jured overseas are automatically cov-
ered by workers comp, said Howard
Endean, vp and manager-West Coast

regional claims department of AlU
North America Inc. in San Fran-

cisco, a unit of American Intema-
tional Group Inc. "There is no such
thing as worldwide coverage,” he
said. Although standard coverage ex-
ists, there are no guarantees that
U.S. employees injured overseas are
going to be covered, he said.
Business travelers generally are
covered by U.S. workers comp poli-

cies for both business and associated

personal travel endorsed by the cor-

5151_Flifidd ) Eli

poration, but only inasmuch as their
behavior is not beyond "reasonable
deviation" from their work, he said.

The biggest exposure to overseas
claims comes from U.S. employees in
Third World countries, where risk of
illness is higher. Adding foreign vol-
untary workers comp to a global
program can plug that gap, Mr. End-
ean said.

Because risk managers usually see
accident reports first, they should

determine whether a claim is valid

and immediately tell the insurer, Mr.
Endean advised. Then the claim can
be managed to control medical treat-
ment, curb costs and prevent greater
injury to the employee.

The Third World isn't alone in cre-
ating big problems for U.S. corpora-
tions. Even countries that seem cul-
turally and socially much closer can
throw a wrench in the works.

Australia's workers comp system
probably is closest to the U.S. model,
said Larry Warner, risk manager at
Mars Inc. of MelLean, VVa. Each of its
seven states has its own distinct pro-
gram, and are two federal programs.

Self-insurance is possible, but
there are onerous demands, includ-
ing having assets of at least $200
million Australian ($157 million) in
certain states. "But, the benefits can
be just as great as what we see in
the U.S.," including substantial cost
savings and control over medical
programs, Mr. Warner said.

Workers comp issues in Europe
are changing as some governments
realize they cannot keep up generous
social programs.

The United Kingdom requires cor-
porations to carry employers liability
coverage separate from any global
master program. Until Jan. 1, 1995,
coverage was unlimited. Then, insur-
ers started offering minimum limits
of £2 million ($3 rnillion) with stan-
dard limits of £10 million ($15.2 mil-
lion) and up to £25 million ($37.9
million) available. Rates have fallen
with limits, said Michael Dower, re-
gional director of global risk man-
agement at CIGNA Corp.'s interna-
tional division in Chicago.

Ireland, a traditional upl'ofitable

market for EL insurers, has had "an
incredible amount of high awards
given to minor injury claims," Mr.
Dower said. Such awards could lead
to similar levels in other E.U. coun-
tries as litigation grows in Europe.

But other countries, particularly in
Eastern Europe, remain less litigious
and have little concept 6f liability. In
many of these countries, the systems
just don't exist to file claims against
employers liability programs, though
the panelists agreed companies
should be aware that such areas are
in upheaval and exposures can
change from day to day.

Ariel Silva, assistant vp at Johnson

& Higgins of Washington Inc., was
moderator and coordinator of the

session.
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Mix risk and benefit staffs 2

A few companies have succeeded despite resistance

By ROBERT KAZEL

TORONTO-To understand why
more companies aren't combining
employee benefits and risk man-
agement into a single department,
imagine the hurdles involved in a
hypothetical unification of tne
United States and Canada.

Although logical reasons may €x-
ist for the union of stars, stripes
and maple leaves, key differences
in customs and even psychology
would ignite fear that change is not
only unnecessary but dangerous.

That same apprehension inhibits
many companies that are consider-
ing integrating all insurance staffs.

But according to speakers last
week at the annual Risk & Insur-

ance Managemen: Society Inc. con-
ference, lack of understanding and
even outrigh: animosity between
risk managemerit and benefits staff
can be overcome through manage-
ment's attenticr.:o alleviating ten-
sion and Saci.icating interoffice
communication.

Some companies already have
achieved a linkage of insurance
staffs, either as a result of Dorpo-
rate downsizing or as a way to in-
areas€ efficienzy and refine 20rpo-
rate strategy, without necessarily
laying off :r.yc,re. One large em-
ployer, Woodcliff Lake, N.J.-based
Ingersoll-Rand Co., combined risk
and benefit management depart-
ments more than a year ago and
has changed the attitudes of work-

me 557

Source
lor Insurance

ers in both disciplines who previ-
ously were hostile or feared for los-
ing their jobs, said William M. Me-
naghan, director of benefits admin-
istration and risk management.

Ingersoll-Rand, an international
manufacturer of industrial equip-
ment and components with 41,000
employees, began uniting its risk
and benefit management areas in
February 1995.

The move was accelerated in
May 1995 when Ingersoll-Rand ac-
quired Clark Equipment Co., a
South Bend, Ind.-based manufac-
turer of golf carts and other prod-
ucts, with about 5,000 employees.
Mr. Menaghan is responsible for all
insurance functions and reports di-
rectly to the chief financial officer

1. =~ a

of Ingersoll-Rand.

The new Clark Equipment sub-
sidiary became a "test tube envi-
ronment” in which Ingersoll-Rand
watched the success of integrating
benefits and risk management
staff, Mr. Menaghan said.

The most important thing
learned, he said, was that the atti-
tudes of employees as well as top
management-the negativity or
positiveness they brought to the ef-

fort of unification-could make or
break the entire initiative. And it
was up to the company to structure
employees' work so they felt
needed and wanted and part of a
logically structured team that truly
depended on their skills.

"Unless people know what your
experience and your expectations
and your roles are, nothing works
well," said Mr. Menaghan. "The
program has to be well spelled-out,
it needs be clear, concise and com-
municated to the right people.”
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Motivating disparate staffs was
not simple. "When | first took over
responsibility | was struck by the
different cultures that we had,"
Mr. Menaghan said.

The differences were so apparent
that managers from both sides
seemed separated by a vast psycho-
logical chasm, he said.

Those on the benefit side were
used to operating on a hierarchical
basis, with rank being measured by
a manager's supervisory responsi-
bilities. Benefit managers' time
seemed consumed by the "fire du
jour," he said, or "what happened
today that we need to fix."

Risk managers, in contrast, were
responsible for specific product
lines and gained advancement by
helping to create long-term, com-
plex insurance programs.

%983315*SA

Mr. Menaghan himself, a former
auditor and controller at Inger-
soll-Rand, said he had trouble get-
ting used to the sheer magnitude of
the benefit staff's role, the risk of
costly error and the demand on
benefit staff's time due to employ-
ees calling in with questions about
their benefits.

So that employees from all disci-
plines can participate in the re-
vamped, combined insurance de-
partment, Inger-soll-Rand brings
risk managers aild benefits special-
ists together and organizes their
work by teams. One team might
study medical trends, another
401(k) plan issues, and each is com-
posed of managers with unique ex-
perience or skills that make them
valuable-regardless of their roles
under the old structure.

Informal assurances to employ-
ees that their skills are still valued,
as well as lots of patience to give
workers time to make the adjust-
ment, are also critical, he said.

"What we call it is warming peo-
ple up to change,” Mr. Menaghan
said.

"You can't have too many con-
versations with people, Ask them
how they're doing," he said.

But that approach may not be
enough to thaw the ice separating
benefit managers from risk manag-
ers elsewhere. Some companies
that have tried to merge these de-
partments find that turf fighting
turns the workplace into a virtual
battlefield, said Jane Y. Rastallis, a
consultant with Watson Wyatt
Worldwide in Wellesley Hills,
Mass.

"In the end, everybody hates ev-
erybody else," she said, adding that
in her experience this is most true
for managers at non-profit institu-
tions, who perhaps are more influ-
enced by the weight of tradition
than business needs.

Despite the difficulties, Ms. Rast-
allis, coordinator of the session, ad-
vised that companies might at least
attempt to put integration of bene-
fit management into the hands of
risk management departments, to
"stop doing it the old way and take
risks-do what works."

In the end, of course, the only
thing that may placate risk and
benefit managers when their staffs
are merging is the knowledge of
job security. This is rarely a given,
though Mr. Menaghan at Inger-
soll-Rand said only "a couple" of
his company's employees were dis-
placed.

"It wasn't radical, much to the
dismay of the controllers," accord-

ing to Mr. Meneghan. "But c'est la
vie."” #11



Safety over the long haul

Don't sacrifice long-term improvement for short-term gain

By GAVIN SOUTER

TORONITO--Risk and safety man-
agers must abandon traditional
methods of evaluating safety perfor-
mance to reach world class stan-
dards, an expert on quality says.

Most organizations still use out-
dated techniques to rate their safety
record and then make changes that
sacrifice long-term improvement for
short-term gains, he says.

Instead, safety processes should
only be tampered with when a thor-
ough analytical review has been per-
formed that assesses the real safety
record of an organization, he says.

Most organizations with poor or
average safety records start from a
fundamentally flawed corporate cul-
ture, said Jay T Deragon, executive
director of the Quality Insurance
Congress in Nashville, Tenn.

That culture is marked by man-
agement's inability to understand the
interdependencies and interrelation-
ships among the myriad parts of the

organization, he said last week in a
session at the annual Risk & Insur-
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ance Management Society Inc. con-
ference.

"They should think systematically
and see the organization itself as a
system and then see how safety fits
into that system. Too often, organiza-
tions look at safety after the fact-
when an accident has already hap-
pened," Mr. Deragon said.

The organizations with the worst
approaches to safety are marked by
several flawed management charac-
teristics: accidents are accepted as
flukes; they have an autocratic style;
there is minimal planning for safety
issues; the solutions to problems are
reactive and short-term; communica-
tions are fear-based and line manag-
ers are warned to cut accidents with-
out input from management; and
they have "make do" attitudes to-
ward safety equipment.

These companies fail to perceive
that most accidents are the results of
systems breakjng down rather than
individual fault, Mr. Deragon said.

"Ninety-six percent of safely prob-
lems are due to a failed system, only
4% have to do with the performance
of an individual,”" he said.

Workers deliberately injuring
themselves to file a workers comp
claim should not be treated as an in-
dividual problem, since safety should
be seen as part of the training and
recruitment process, Mr. Deragon
said. "Who let him in?" he asked of

such workers.

Companies with poor safety sys-
terns typically have high costs, exces-
sive losses, poor employee relations
and are ignorant of safely laws, Mr.
Deragon said.

Most organizations have better
quality safety policies but these
alone still are totally inadequate, he
said.

The average organization typically
has a safety program in which: acci-
dents are "excused away" rather
than properly analyzed; management
always looks for the easy way to
tackle safety problems; they have
many poster programs, which rarely
instill any action in employees; there
are significant political problems re-
garding who is responsible of safety;
only results are looked at rather than
the whole system; and there is a lack

of accountability for line managers,
Mr. Deragon said.

These organizations also have cy-
clical safety records as reforms are
imposed and later ignored, he said.

And they do not look at the root
causes of safety problems, he said.

For example, a safety manager
may see that a certain truck driver is
having an unusual amount of acci-
dents while reversing his truck. He
then sends the driver on a course to
improve his driving, ignoring that
the truck is too large for the space
the driver is required to back it into,
Mr. Deragon said.

In this situation, expense is wasted
Oying to resolve the problem with
added training but still the problem
is not really addressed, he said.

By contrast. in "world class" orga-
nizations safety is seen as a line
management responsibility and a
good safety system is seen as a good
business investment, he said.

In these companies accidents are
intolerable; safety is seen as an as-
pet of management effectiveness;
there is long-term planning and dif-
ficult decisions are taken; responsi-
bilities and expectations are defined;
and communication with all employ-
ees is open and encouraged, he said.

In these organizations the safet;,
function is blended into the operat-
ing system and is invisible, he said.

To reach this higher level, organi-
zasions must first effectively analyze
their data on a long-term basis, Mr.
Deragon.
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"We have always been prepared to
compare accidents quarter by quar-
ter or month by month but it doesn't
tell you anything about the original
process," Mr. Deragon said.

Typically, senior managers will re-
view safety records and if they see a
blip in the data for one month they
immediately react and tell risk and
safety managers to cure the problem,
he said.

They often set numerical goals
that cannot be met and this, in turn,
leads to a poorer understanding of
the problem because data is then
tampered with or hidden in order to
meet those goals, Mr. Deragon said.

"There is nothing wrong with the
actual process they are trying to im-
prove. It is stable and you should not
touch it until you fully understand it
because you will create more varia-
tion," Mr. Deragon said.

If managers use a control sheet to
view accident data over at least 18

periods they would see that the occa-
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sional sharp rise in accidents during
a short period is normal, he said.

Once managers fully understand
the data they are better able to add
improvements to a safety system, Mr.
Deragon said.

The managers must then educate
employees so that they become inte-
grated in a safety system for the or-
ganization, he said.

"Everybody has to understand
that what they do impacts safety,"
Mr. Deragon said. Safety objectives
must be clearly defined and under-
stood and the objectives should be
frequently discussed and fine-tuned.

And to encourage this improve-
ment, bonuses and performance
evaluations should be linked to
safety performance, he said.

The session was coordinated and
moderated by Thomas J. Soles Jr.,
group director, insurance and safety
at Sheet Metal & Air Conditioning
Contractors National Assn. Inc in

Chantilly, Va. mm
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Selling comp cost allocation

By MICHAEL BRADFORD

TORONI'O-Keep it simple, sell it
to senior management, then thor-
oughly explain a workers compensa-
tion cost allocation system to the
workforce, advises a panel of experts
who have developed and imple-
mented such systems.

Whether it's changing a current
system that allocates costs to the
company's locations or putting in
place a new system, risk managers
have to be prepared to help sell the
concept, the panelists agreed.

"It's vely important you get man-
agement to buy in at the senior level
and then communicate that down
through the organization," said Tim-
othy J. Bunt, vp-corporate risk man-
agement at The Prudential Insumnce
Co. of America in Newark, N.J.

"Communication is very, very im-
portant,"” agreed Thomas M. Regan,
director, corporate risk manadement
at Becton Dickinson & Co. in Frank-
lin Lakes, N.J.

The panelists discussed allocation
systems last week at the annual Risk
& Insurance Management Society
Inc. conference.

Mr. Regan urged risk managers to
communiczate the concept in simple
terms and show "the simplicity of
the approach that's involved. And by
keeping it simple and taking away
the mystical and magical Ouija
boards. . .you'll have an easier time
getting through a difficult conversa-
tion."

When considering an allocation
formula, companies have to choose
between a guaranteed-cost system
that presets amounts that divisions

will be charged or a system that
charges divisions retrospectively
based on their actual claims costs.

A good actuary-whether indepen-
dent or one related to an insurer or
broker-will be needed early in the
process of detennining which for-
mula is better, said Steven H.
Lawrence, senior consultant at Coo-
pers & Lybrand LL.P. in New York.

Questions like how to establish
"premiums" for each division will
have to be answered, he pointed out.
The actuary can estimate, for exam-
ple, the probability of losses that cost
between $250.000 and $2 million.

For losses at that level, "Give them
a premium, fix it for them because
that's not where your frequency is.
Your frequency is going to be in
your first $250.000 and that's why
you focus so much attention there to

reduce those losses,” Mr. Lawrence
recommended.

While fixed charges for high levels
may make sense, in the lower levels
where a high frequency of loss oc-
curs, retrospective chages based on
actual losses are more effective, the
panelists agreed.

A retrospective charge "seems to
make the most sense in how you
hold an operation accountable," said
Mr: Lawrence. "But you really have
to look within your organization.
Some organizations will just sit there
and say, 'We don't want to do it that
way. We just want to give them a
guaranteed cost and try and work at
it from another direction, , " like the
use of safety manuals, memos and
meetings to emphasize loss control,

he said.

"It doesn't always have to be the
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retrospective charge,"” added Mr.
Lawrence, but a retro cost allocation
program appears to work better be-
cause there is more incentive to con-
trol losses when the amount of the
charge is tied to actual costs.

Further incentive can be found
when companies tie managers' bo-
nuses to the success or failure of re-
ducing workers comp claims, Mr.
Lawrence pointed out. "The bonus
element is continuing to increase" as
a practice by companies that allocate
costs, he said.

"The challenge, clearly, is to im-
pact the operations manager's be-
havior," said Mr. Regan of Becton
Dicldnson, and a system is more ef-
fective if it rewards or penalizes
those responsible for controlling
losses.

Although senior management's
backing is critical, an allocation plan
won't work without also generating
support from heads of operating
units and the rest of the workforce,
according to Mr. Regan.

Without operational support,
"you're going to have a difficult time
getting any kind of results," he said,
because that's where safety and loss
control changes have to be made so
that comp costs eventually fall.

"Demonstrate that there can be a

positive impact on the operations,"

said Mr. Regan. "Give the operating
entities an opportunity to lower their
expenses, challenge them to do that
and let them benefit from the result
of lowered expense. Then they've got
a selfish buy-in and we think that's
important as you move forward."

Senior management and opera-
tions will have to be convinced there
is a reason for buying in, Mr. Regan
noted. "It is important to have
benchmark data” that will show
how other companies are doing on
workers comp costs, he said.

That data can be gathered from
brokers, insurers, RIMS and other
organizations that compile such in-
formation, Mr. Regan said.

Selling the allocation system to op-
erating units may mean some time
away from home for risk managers.

Becton Dickinson sent a team on
the road with the charge of explain-
ing changes to its system and
throughout the course of a year the
group stopped at "each operating
company, every factory in the United
States. . .to talk about the allocation
formula," said Mr. Regan.

That way, individual sites could
plug in their own claims data to the
formula for a quick look at how im-
proved loss control and claims man-
agement could eventually reduce the
expenses related to workers comp at
their location, he explained.

Mr. Regan pointed out that Becton
Dickinson took along a claims repre-
sentative from its insurer to use
claims from the locations as person-
alized ease studies. Claims that were
open could be discussed in terms of
what could be done to return work-
ers to the job and hold down ex-
penses. "You begin to show people
how they can influence the expense."”

It's important to communicate that
the system isn't just being discussed
but is going to be implemented, Mr.
Regan emphasized. He said those
who are presenting the details to an
operating unit should be armed with
a memo indicating that top manage-
ment has committed to the project.

"Otherwise known as the velvet
hammer," said Mr. Bunt of Pruden-
tial

Mr. Regan was the session moder-

ator. inT
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Avoiding a crisis of cumulative trauma

By JOANNE WOJCIK

TORONTO-Risk managers
need to frame cumulative trauma
prevention in terms of its bottom
line impact if they are to win sup-
port from senior management for
an effective program, loss control
experts say.

"It may not be the right thing to
do but, in some cases, companies
may find it's cheaper to replace
the people" than to pay for loss
control techniques designed to
prevent cumulative trauma disor-
ders, said Chuck Tucker, a branch
manager of Crawford Risk Con-
trol Services, a unit of Crawford
& Co., in Winston-Salem, N.C.

The corporation is "not a hu-
manistic entity,” he explained.
"The corporate objective is to
maximize profits."

That's why risk managers need
to "address it in terms of how it

affects profits," Mr. Tucker said
1
l I
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last week during a session on es-
tablishing a cumulative trauma
avoidance system at the annual
Risk & Insurance Management
Society Inc. conference.

"Safety people don't talk the
same language as management,”
concurred Jim Sybert, a vp with
Crawford in Atlanta.

Some risk managers are already
at a disadvantage since many peo-
ple in their companies think all
they do is buy insurance, he ob-
served.

To getthrough to uppernnan-
agement, risk managers "need a
way to convey as simply as possi-
ble what risk management is all
about,"” he said.

Risk managers also need to ex-
plain to upper management that
merely taking corrective action
after an injury has occurred will
not protect the company from fu-
ture incidents, Mr. Sybert pointed
out.

"Protective equipment doesn't
prevent injury, it just minimizes
the severity," he said.

Companies that really want to
reduce the incidence of CTDs
need to also train and educate
their workers on how to prevent
these injuries.

And companies will get the
most bang for their buck if their
equipment and systems are ergo-
nomically designed in the first
place, Mr. Sybert said.

To show upper management
how these injuries diminish com-
pany profits, Mr. Tucker sug-
gested that risk managers obtain
as much CTD cost data as possible
from internal sources, including:
first reports of injury, accident in-
vestigation reports, first-aid logs
and summaries, insurance loss
runs, employee surveys, human
resources data, operations and
production data and the annual
summary provided to the com-
pany on its workers comp experi-
ence by the Occupational Safety
and Health Administration.

Data should also be obtained
from outside sources, such as the
state and federal bureaus of labor

statistics, industry associations
and the National Council on Com-

pensation Insurance, Mr. Tucker
said.

The data should be presented in

a manner that shows how each
CTD claim's costs contribute to
overhead in various aspects of the
company's business, he said.

When presenting this data anal-
ysis to upper management, risk
managers should identify trends,
highlight problem areas, portray
the data geographically, and sue-
cinctly summarize their observa-
tions and conclusions.

A good CTD prevention pro-
gram cost-benefit analysis will
also estimate the costs of lost pro-
ductivity, retraining and replac-

ing permanently disabled employ-
ees, he added.

It also should establish bench-
marks, identify potential savings

and formulate a plan of attack,
said Mr. Tucker.

Other information to include
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'Protective equipment
doesn't prevent injury, it
just minimizes the
severity,' says Jim
Sybert.

are worksite evaluations and task
analyses conducted by a profes-
hional ergonomist, as well as in-
terviews with personnel, line
managers and claims adjusters.

"One thing you have to have is
good internal data,"” said Mr.
Sybert. "And you want to use the
data to your advantage.”

If the company already has a
CTD prevention program, but one

.
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that is inadequate, the risk man-
ager should also review the cur-
rent plan and identify its weak-

Risk managers shouldn't be
afraid to explore such "touchy-
feely" areas as behavioral or cul-
tural barriers to injury preven-
tion, such as poor interdepart-

mental communication.

Once management buys into the
idea that a cumulative trauma
avoidance system is needed, the
risk manager should develop a
plan that identifies what needs to
be done, how it will be accom-

plished and by whom, how much
it will cost and establish a time

frame for implementation of the
plan.

Remember, Mr. Sybert said,
"you want to spend the least

——'+* T I®:, C. Nn.
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amount of money possible to max-
imize profits."

After the system is imple-
mented, risk managers should
continuously evaluate its progress
and measure results, also in dollar
terms, Mr. Tucker said.

Once everyone in the company's
management realizes the impact
CTDs are having on their opera-
tional expenses, it will affect a
cultural change that will make it
easier for the risk manager to im-
plement an effective injury pre-
vention program, Mr. Sybert as-
sured.

"Usually there's no money in
the budget for CTD prevention,”
he said. "This system is designed
to get everyone involved to show
implications for all departments.”

The session was moderated by
Gerard F. McCabe, director of
risk management for Burlington

Industries Inc. in Greensboro,
N.C. (N
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Get to the root of comp loss

By MICHAEL BRADFORD

TORONTO«It was almost too late
before someone at Ryder System Inc.
got the idea that a greater emphasis
on employee safety might help bring
down the company's soaring workers
compensation Costs.

"In the '80s, we were the poster
child for workers comp, and that's
not a good thing to be," said Tad De-
Orio, vp and general manager at Ry-
der Services Corp, a Miami-based
claims management unit of Ryder.

Mr. De(])rio was referring to work-
ers comp problems at the parent
company, the truck leasing giant
that also operates other transporta-
tion divisions like one that trans-
ports automobiles for manufacturers.
By 1989, he said, Ryder was chalk-
ing up workers comp costs of $90

million per year, up from $10 million
per year in 1982.

Mr. DeOrio was a panelist in a
discussion of strategies for control-
ling workers comp costs held during
last week's annual Risk & Insurance
Management Society Inc. conference.

At a time when Ryder was grow-
ing rapidly, its workers comp costs
were out of control. Mr. DeOrio, who
was director of accounting at Ryder
during the last half of the 1980s,
pointed out that the $90 million paid
out in 1989 would have bought 2,000
new rental trucks, created 3,000 jobs
or purchased 450 of the truck carri-
ens the company uses to haul auto-
mobiles. It also amounted to 61 cents
per share of Ryder stock at the time.

Despite the big payouts, the com-
pany spent most of its time trying to
control costs associated with claims

handling and various expenses re-
lated to claims rather than attempt-
ing to reduce workplace accidents
that were the real culprit behind the
company's zooming costs, he said.

But the S90 million paid out in
1989 was an eye-opener. "It's always
darkest before the dawn, and that
actually got us moving," he recalled.

The steps Ryder took, which ulti-
mately led -0 a 50% drop in comp
costs over Eve years, point the way
for other companies to avoid the
problems the transportation com-
pany encountered.

Some of zhe symptoms that indi-
cated the problem was becoming
critical were missed by Ryder, Mr.
DeOrio acknowledged, but they are
red flags that any company should
heed.

Apart from rising comp costs, in-

jury frequency and lost-time days
were increasing. Corporate goals ig-
nored safety. There was confused ac-
countability for the problem. "When
the numbers hit $90 miillion, the fin-
ger-pointing was really, really a sci-
ence," Mr. DeOrio said.

What was to blame most for the
soaring injury rate and workers
comp costs?

Management priorities simply
didn't include dealing with work-
place injuries, he said. In addition,
there was some "panic hiring” dur-
ing the company's rapid growth and
inadequate training and supervision
of employees. Safety programs were
either non-existent or cut back.

To compound the problem, there
was a lack of communication be-
tween labor and management, and
between management and the claims
staff, said Mr. DeOrrio.

The company's core values were
quality, profitability, growth and
customer service, he said. "Not until

WITHOUT OUR MANAGED DISABILITY
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© 1994 Liberty Mutual Group
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we hit that 1989 watershed did any-
body think that safety needed to be
a core goal."

When the message finally got
through, Ryder set out to change its
corporate culture to reflect a new
commitment to employee safety.

The action plan focused partly on
greater involvement of managers and
employees in creating a safer work-
place. "We had to focus on the real
problems, get people moving on
those problems then take a look at
where we were periodically and
move on from there.”

Managers were told they were in
charge and would be held account-
able for results, Mr. DeOrio added.

Safety personnel and claims han-
dlers were stepping into each other's
territory. Therefore, Ryder drew new
boundaries so that they knew their
responsibilities and didn't duplicate
each other's efforts, he explained.

"We built a safety database so that
we had some really credible data
about what happened and where it
happened,” noted Mr. DeOrio, and
the information is used to help pre-
vent future losses.

Ryder also emphasized return-to-
work programs and required manag-
ens to implement those programs.

Those and other efforts not only
clipped the company's workers comp
costs in half within five years but
also nipped injury frequency by 40%
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and cost-per-claim by 30% over the
period.

Another panelist explained how
important it is to have someone in
the role of facilitator in getting the
injured worker back on the job.

A "claims coordinator” has to have
the qualities of an enthusiast. a
cheerleader, coach and facilitator,
said Nancy Wood, senior consultant,
claims cost control at Lockton Cos.,
a Kansas City-based insurance bro-
ker that provides programs to help
companies control their workers
comp costs.

"l need someone that has a sales
background,” and can function as an
employee advocate, she added. The
claims coordinator must be able to
deal with doctors to find out, for ex-
ample, if a worker is legitimately
able to move about the house but
cannot make the same effort in a
hght-duty role at the workplace.

"You need someone who can go
beyond just the answer of 'no' and
ask questions," Ms. Wood said.
"These characteristics are more im-
portant than the educational back-
ground.”

She suggested never hiring. an ad-
juster to fill the role of claims coordi-
nator. "They tend to stay in the dis-
cipline they do best, they adjust. And
we need someone who is an em-
ployee advocate."

The claims coordinator makes con-
tact with an injured employee
weekly and after each doctor's visit,
Ms. Wood said. The employee must
be queried about the extent of his in-
juries and his understanding of
them And all this needs to be done
in a reassuring manner for the
worker, she said, because "we want
them to come to the employer versus
going to an attorney.”

The workforce has to be knowl-
edgeable about and participate in ef-
forts to reduce workers comp costs,
she said. "You need to educate peo-
ple throughout your company. They
need to understand workers comp."

The session moderator was Lucille
Gallagher, vp-risk management at
ConAgra Refrigerated Foods in
Greeley, Colo. [+



Benefits change with families

By SALLY ROBERTS

TORONTO-Combine downsizing
and non-nuclear families and many
companies with traditional benefit
plans see a loss of productivity, mo-
rale and loyalty.

But this need not be the case, even
in times of cost containment, said
work/family specialists at a session
last week at the annual Risk & In-
surnace Management Society Inc.
conference.

One way to maintain morale and
productivity in a restructuring-«or
just in the faces of the stresses of
balancing work and family life-is to
liberalize the meaning of famjly and
offer benefits that better meet the
needs of today's workers.

"It's a real business decision, if
you're losing your employees to dom-
petitors because of. your benefit
plan," said Jane Y. Rastallis, a risk
management consultant for Watson
Wyatt Worldwide in Wellesley Hills,
Mass., who successfully urged her
employer to implement a work/fam-
ily benefit program

For one benefit in particular-ex-
tending health benefits to non-tradi-
tional dependents-senior managers
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often find that gains in morale, pro-
ductivity and employee retention
outstrip any added costs of covering
more dependents, said Ms. Rastllig,
"It just makes good economic sense."

High costs for unscheduled ab-
sences and disabilities related to
stress are prompting many compa-
nies to change their work/family ap-
proaclles.

Watson Wyatt recently found that
more than 75% of Canadian compa-
nies offer at least one family-friendly
benefit. Most popular are flexible
working arrangements. Some 75% of
the companies offered sorne part-
time work to employees, while 30%
offer compressed work weeks and
29% offer telecommuting. Similar
trends are seen in the United States.

Ms. Rastallis and Mr. Norton en-

couraged the sparse audience at the
RIMS session to consider implement-
ing a "caring benefits policy."

"Employers need to define a fam-
ily by function not form," advised
Ms. Rastgllig saying that only 15%
of households today are traditional
families. In this way, "family" would
be defined as one that cares for the
emotional and physical needs of a
dependent; provides them with love
and security; shapes their values and
social skills; and provides them a ha-
ven from outside stresses.

"If looked at that way, it doesn't
matter what family is, as long as it
functions like this," Ms, Rastallie
said.

One issue employers are facing as
the make-up of families changes is
whether they should keep subsidiz-
ing dependent health coverage, Mr.
Norton said.

"An increasing number of employ-
ers are saying they are responsible to
provide benefits to their employees,
and while they will make available
the insurance to cover their families,
those costs will be borne by employ-
ees," he said.

Rising costs are prompting many
companies to shift greater costs to
employees and to reconsider their
policy of subsidizing covenage for de-
pendents of employees, Mr. Norton
said.

"A significant number-if not
half--of the new flexible benefit

)

plans" do not cover dependents,
leaving employees to shoulder that
expense, he said. And if employees
are going to pay the full cost, the is-
sue becomes: "Shouldn't they have
the right to pick the dependents they
want to cover?”

Employers' traditional definition
of dependent includes a spouse of
opposite sex, a common-law spouse
of opposite sex, natural born chil-
dren, and adopted children.

Today, though, for employers to
attract the best candidates, and to
improve loyalty and productivity,
their benefit programs need to recog-
njze the other, different types of
families that exist.

Lynn A.W. Maloney, manager of
finance at Old Dominion Electric
Cooperative in Glen Allen, Va, was
session moderator and Ms. Rastallis

coordinator. 1=
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explained that the warning sys- earthquake in southern Ita.y m a expensive option than the devel-
We at h e r tem had not worked as well in En- region whose popilation was only opment of higher ground
gland as in France 500000 Western Europe in particular
Cont:nued from previous page But there IS little headway sc Attitudes to flood risks and has a high degree of flood plane - b' I 't
by 35 kilometers, but this has far in predicting earthquakes their mitigation are full of cor_tra- development, largely because of res ponSI I I y
been improved to one of 10 kilo- noted Vincenzo Petrini, professor dictions, said Colin Green, re- the lack of alternative land .
meters (6 2 miles) by 10 kilome- at the Politecnico de Milano in It- search manager of the Flood Haz- In the future, flood losses will Stl ” debated
ters This has provided a strong aly However, scientists may be ard Research Institute at Middle- rise due to inflation, increases in
degree of reliability to predict able to forecast material damage sex University, Enfield, Er_gland land value, the increasing inten-
weather effects over a five- to by developing a scale that takes "Flooding is only a problem when slty of flood plane development,
six-day period, improving the into account waves of seismic en- human activities are affected and the new technology and m-
performance of public authorities' ergy through different geological Flooding is natural, but is seen by dustrial concentration, which Governments take diametrically
early warning systems for im- conditions, surface soil conditions the public as a human failure makes areas more vulnerable than opposing roles in natural disaster
pending storms and structures Flooding is someone else's run- before Despite calls for greater insurance for the U S and the
Catastrophic storms' effects Mr Petrini also pointed out that off " government involvement in flood continental western European
may be mitigated by countries a region's vulnerability to earth- Mr Green sale flood risks are mitigation and compensation, the markets, according to experts
setting up efficient early warning quakes depends also on the pro- increasing with enanging patterns insurance sector will still have a speaking at the recent SCOR Fo-
systems, said Mr Beysson For ex- portion of the population af- of flood plane development But role rum, "Are Natural Disasters In-
amp_e, an October 1987 hurricane fected There is a large economic rivers cannot be managed as a Governments will need the in- surable?”
that hit northern France and then difference b etween the 5,000 flood problem smce they are an surance sector because they see Despite an estimated $88 bil-
hit southern England with winds deaths out of a local population of important env-ronmental re- themselves as lacking in the ex- lion annual disaster exposure in
of 134 mph caused 18 deaths in 20 million, in the case of the 1993 source Sometimes the develop- pertise in delivering compensa- the United States, disaster cover-
the United Kingdom but only two Kobe earthquake in Japan, com- ment of a flood plane, for indus- tion and insuring losses, he said age-except for flood insur-
in France, he said Mr Beysson pared with 4,000 deaths ina 1903 trial or residential use, is a less "They don'tlike taxes " ance-is almost entirely in the
private insurance sector's hands,
said Jack Weber, executive direc-
tor of the National Disaster Coali-

Disaster cover

By MARIA KIELMAS

tion, who spoke at the forum
sponsored by Scor Reassurance
But in continental Europe,
where disaster exposure is pro-
portionally much lower, govern-

ments take a leading role as the
reinsurer of last resort

Some Euro-

pean insurers
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Caisse Centrale de Reassurance
Under a 1982 law that established
the CCR, the government is not a
monopoly reinsurer, but in prac-
tice insurance companies reinsure
with it because of its unlimited
coverage offer

The reinsurance is based on a
quota-share treaty with cessions
between 40% and 90%, and a
stop-loss protecting the retention

In 1990, this system was ex-
tended to France's overseas de-
partments of Martinique, Guade-
loupe, Reunion and French Gui-
ana as well as the Terntorial Col-
lectives of St Pierre and Mique-
lon and Mayotte These regions
are French territory rather than
overseas dependencies or colonies

But there is room for more com-
petition in the French model, says
Bernard Kessler, president of the
French insurers federation, Fed-
eration Francaise des Societes
d Assurances Mr Kessler listed
four principal criticisms of the
systern

= It is not understandable Poli-
cyholders often do not understand
their coverage

- It does not encourage enough
disaster-prevention measures

- It does not give personal in-
Jury damages

- Even if a more market-based
solution were implemented, this
would be difficult to apply to
France's Overseas Territories,
such as in the Caribbean, as one
disaster can destroy the entire 10-
cal economy These entities are
not capable of collecting suffi-
cient premium for potential
storrns

Belgium is in the process of de-
vising a state-backed disaster in-
surance system based on the
French model, after abandoning

See Disaster on page 47

ment Issues A company cant plead

the Fith Amendment, only an mdi-
vidual can,” she said
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signed to lead to both the fellowship partment responsible for insurance
Sta N d a rd S quallfication from the Chartered In- and financial services, called for a I n d u St ry n e e d S
surance Institute and a masters de- multilevel market forum to examine
Conhnued from page 43 gree in business administration the issue
he said Mr Rowland also said Lloyd's is Mr Mogg said any solutions pro- -
+ Brokers and insurers also must on course for completing its impor- posed by a forum, which would b re at h I n ro O m
pursue closer working relationships tant reconstruction and renewal "bnng together the best mods and
"The broker must go beyond be- program within months He said expenence" as well as elements of

ing an advocate of the insured, and those within the Lloyd's market had transparency, clanty and self-help, Broker urges eaS| ng of regu Iatory onus

insurers must go beyond being ad- "learned hard lessons" brought would be more readily acceptable to

vocates of themselves," Mr Van about by past incompetence But, he E U states than legislation Imposed By EDWIN UNSWORTH ket that once gone will never re-
Gieson stated These partnerships turn ~
must bring an end to insurers giving LONDON-Harry A Koch, However, Mr Koch said he rec-
diferent quotes to competing bro- president of the Council of Insur- ognized that in the current politi-
kers, insurers worlang with a broker 'The broker mUSt go beyond belng an ance Agents & Brokers, has called cal climate solutions likely still
one year and then abandoning the for a national approach to some will have to be found at a state
broker on renewal, brokers provid- advocate of the insured, and insurers must U S regulatory issues in areas level Fortunately, a number of
ing insufficient information to the - where the present system of state "reform-minded” regulators are
Insurer, and insurers accepting nsks gO beyond belng advocates Of regulation hampers brokers' abil- starting to recognize the impor-
without sufficient information ' H ity to respond "coherently” to ca- tance of having a regulatory sys-
- Fmally, recruitment standards themselves’ says Robert Van Gieson. pacity issues of national impor- tem that encourages the develop-
nnust Improve tance, such as environmental lia- ment of new products and services
Insurers and brokers must take on bility and catastrophe insurance and allows the industry to operate
high-cabber people, properly Irain added, the market has faced up to from above Speaking last week at a confer- unencumbered by restrictive and
them and create an environment m its problems, been brave enough to For this reason, a forum is a bet- ence for insurance intermediaries, unnecessary regulation, he noted
which they can be motivated to suc- admit its faillngs and is now m a ter means of seelang a solution to he said the Washington-based Besides regulatory affairs, U S
ceed strong position to engineer recovery the problems that stlll prevent in- group is committed to eliminating brokers also face major challenges
Lloyd's of London Chairman "We are making good prohts, we surance mtermediaries from operat- unnecessary regulations and low- from two sources-direct-writing
David Rowland said that after ItS have attracted £15 bllion ($2 28 ing across the European Union than ering transaction costs insurers and banks, Mr Koch
troubles Lloyd's has constructed bilhon) of new capital m two years a new E U directive on intermediar- "If the Industry continues to be said
what he called the best graduate en- and our reconstruction program is ies strangled by burdensome regula- He cited a recent study by Con-
try program m the insurance Indus- close to delivery," said Mr Rowland A directive could take a minimum tions, insurance buyers will seek ning & Co showing that direct
try and pioneered higher academic With regard to recognition of in- of four years to implement Mr alternative risk financing mecha- writers, having increased their
quallfications termedianes’' quallfications across Mogg cited Greece, France, Luxem- nisms out of the control of insur- share of property/casualty bum-

Begun on a pilot basis last Sep- the European Union, John Mogg, di- bourg and Spain as countries that ance regulation, Mr Koch ness to almost 45% m 1992 from
tember, the 5-year, part-time course rector general of Director General continue to restnct brokers market warned "And the impact on the just over 30% in 1972, are set to
has four students enrolled It IS de- 15, the European Commission de- access ig’ industry will be a shrinking mar- See Burdens on next page
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Stocks

Continued from oaoce 1

Zontinued from page 44
an earlier plan, said Jacques Boon,
president of the Union Profession-
,elle des Entreprises d'Assurance,
an insurance industry association.
The plan is to set up the disaster
.nsurance system by Jan. 1. In con-
‘rast to the French system, disaster
coverage will be restricted to sim-
ple risks, since major risks are al-
ready adequately insured and rein-
sured. The new system is aimed at
isks of value less than 37 million
Belgian francs ($1.19 million) and
.nclude small businesses, schools,
offices and commercial buildings.
Coverage will be provided for
earthquakes of Richter magnitude
greater than 4 and for damage
within a radius of 3.1 miles of an
event, such as floods, subsidence or
andslides. The premium rate will
'be 15% to 16% of the property in-

Burdens

Continued from previous page
take a majority share by 2005 and
irtually all of the market by 2027.

Agents' market share will be re-
Auced even further by increased
Dompelition from banks. Laws that
prevented banks from selling insur-
ance products are being eased, and
the U.S. Supreme Court ruling in
late March permitting national
ganks to sell insurance in states that
oan such activities will, Mr. Koch
predicted, "open the floodgates to
janks being authorized to sell any
ine of insurance anywhere" (B,
April 1). This is likely to have a
:nuch more serious impact in the
near future on sales of life insurance,
annuities, and auto and homeowners
snsurance, he said.

However, Mr. Koch said it likely
.vill take years to fully understand
Ehe impact of recent court decisions
giving banks freer access to financial
=#3

service markets.

London 96
takes global focus

2 LONDON-Nearly 750 dele-
ates from 29 countries at-
ended the "London 96-In

Pursuit of Excellence" confer- 1
ence in London April 21-23."
It was the first-ever confer-
ence jointly organized by the
British Insurance & Investment
Brokers' Assn., the Council of
Insurance Agents & Brokers of

- the United States and the Bu-

reau International des Produc-
teurs d'Assurances et des Reas- 1
surances, which represents in-
ternational insurance interme-

; diarx professional associations.

The conference looked at the

current situation that interme-

diaries are facing on a global
1- scale.

BIIBA Chairman Simon Ar-"'
nold warned that intermediar-
ies ignore what is happening
on the world stage at their own
peril.

Large brokerage firms must
think globally-forging alli-

,ances and business relation-
ships in the far corners of the
globe, while smaller firms also
need to be aware of what is go-
ing on beyond their shores
since the problems they face
are the same all across the
world.

The three groups will not
hold a joint conference next
year.

-By Edwin Unsworth

and some concerns earlier in the
year about the reinsurance sector.

Because property/casualty insurers

in,act haorril,, in kNnN,40 +Ae, ,+Ard,

surance premium for the property
in question, with deductibles of be-
tween 30,000 and 50,000 Belgian
francs ($961 and $1,602).

A reinsurance fund, called the
Belgian Reinsurance Fund, or the
CRB, will be created as a mutual
insurance company, and any in-
surer of Belgian risks will be re-
quired to participate. Insurers
would subscribe to the social fund
proportional to underwriting re-
serves. The insurers will be obliged
to reinsure themselves through the
CRB by quota-share and stop loss,
beyond the insurers' minimal re-
tention of 10%. The surplus would
serve to pay back contributions to
the social fund and build tax-free
disaster reserves up to a ceiling of
20 times the annual gross written

premiums from insurance of this
Kind.

The aim is to ensure that disaster
reserves will be tax exempt, which
would require approval from the
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country's legislature. A questioner
from the floor doubled that the

Belgian legislators will speed up
approval of what amounts to an ef-
fective budgetary change. "You
have a lot of politics per square ki-
lometer in Belgium," the ques-

The European
government-backed

experience is a far cry
from the United States,

says Jack Weber.

tioner said.

There are further problems with
the European Commission, ac-
knowledged Mr. Boon. The EC's
directorate general for insurance
has indicated that it does not like

the mandatory deductible and the

oE466/t666 1/66-U/U/tUe, tipill ZY, 1330 /7 43
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statutory obligation on insurers to
reinsure into a preselected fund.
Another questioner from the floor
noted that if disaster coverage is
going to cost 15% to 16% of the
property insurance premiums, then
there is no attraction for a com-
pany buyer who can simply buy a
traditional excess coverage pro-
gram.

The European government-
backed experience is a far cry from
the United States, where the over-
riding question is who pays for
natural catastrophes, said Mr.

Weber of the Natural Disaster Coa-
lition.

Mr. Weber outlined an apocalyp-
tic scenario of increasing disaster
exposure in the United States. Be-
fore 1989, there was no disaster
loss greater than $1 billion. Since
1989 there have been 10 such
events. The amount of risk has in-
creased. The populations of coastal
regions have increased by 140%
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over the last 20 years. A large part
of the population shift has been to
earthquake-prone areas in Califor-
nia and the Pacific Northwest.

Insured earthquake losses of be-
tween $50 billion to $100 billion
could be expected if the affected
areas were fully insured, he said.
With insurance rates regulated in
every state and insurance commis-
sioners being elected to their posi-
tions in several states, it is unlikely
that U.S. insurers will be able to
collect sufficient premium to meet
potential disaster losses if coverage
were more widespread, Mr. Weber
noted

However, home and business
owners have eschewed buying in-

surance, waiting for government
disaster relief after the event. Mr.

Weber said that President Clinton
has disbursed more disaster relief,
particularly to California, during
his first term than all other presi-

dents combined. in,
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to a median of 50 visits, said He- Given employers' experience in

M en ta I untt's Mr McArdle this area, they were concerned when -
Those limits help control mental they heard of the new Senate ' ate rp I I I a r

Continued from page 1 health and substance abuse claims, amendment that would i equire
el age was Inadequate Two other which on average equal about 8% to equal levels of benefits for mental Continued from page 1
senators shared similar tragedles 9% of total health plan costs, con- problems and physical ailments sues objectively "

As Sen Domemci told his col- sultants and employers say ' This is not about mental health,” On April 19, U S Magistrate J Andrew Smysei in Hamsbuig,
leagues on the Senate floor, those "There has always been a feeling said Mark Ugoretz, president of the Pa, found Caterpillar in contempt of a federal wariant he issued |
who are mentally 111 expenence that mental health conditions are ERISA grOLp "This is about the for blocking the NIOSH and UAW representatives flom entei ing
"some senous shortcomings in insur- harder to define, softei in then deft- mental health industry trymg to the plant
ance coverage in America," Including nitions, than a discrete physical con- force emplohers to pay for whatever Caterpillar responded in a statement that it would "vigoiously
significantly lower inpatient and out- dition and therefore more prone to services the Industry chooses to pro- contest the magistrate's ruling” and "continue resisting the inspec-
patient care allowances as well as excessive utihzation and potential vide, regard-ess of impact on jobs, tion *
sigmficantly lower hfetime caps "l abuse,” said Mr McArdle Insurance premiums or coverage" Later that day, following a iequest by the U S secretary of
beheve that there is plenty of evt- To paraphrase Woody Allen, "the "The Domenic:i amendment would health and human services to enforce the magistrate's warrant,
dence that the discrimination contin- fear was some people might be using do extraordinary damage" to health U S District Judge James F McClure Ji said Cateipillar had until
ues It grows more rampant " a therapist as an emotional personal plans by increasing utilization and Friday to explain why it should not be held in contempt As of late ,

The two-paragraph amendment tramei," said Hemy Saveth, a pnnel- cost, among other things, according Thursday, it had not done so The government then must respond to ,
says It IS designed "to ensure that pal at A Foster Higgins & Co Inc to the Assn of Private Pension & Caterpillai's filing by April 30
panty is provided under health plans m New York Welfare Plans, a Washmgton-based The UAW and Caterpillar have been discussing whether theie ,
fol severe mental iliness services” It Because the definition of mental retirement plan organization are health and safety hazards in the York, Pa, plant for nearly
would require that group and Ind- health and needed medical sennces For example, the Conglessional three years, according to Frank Mirer, director of health and safety
vidual health plans offering a mental 15 much more "elastic," services are Budget Office estimates including for the union in Detroit
health benefit "not impose treatment "vely, very hard to control," said the amendment would initially false In 1993, he said, Caterpillar told affected employees that the re-
limitations or financial requirements Helen Darhng, manager of health premiums 4% for managed care sults of medical tests required by the Occupational Safety and
on the coverage of mental health ser- care strategy and programs at Xerox plans and 53% for fee-fot-service Health Administration indicated their blood and urine contained '
vices if similar hnutations or requlre- Corp m Stamford, Conn plans Meanwhile, employer contri- elevated levels of the toxic metal cadmium
ments are not imposed on coverage Xerox previously allowed workers butions to health insurance would In December of that year, Mr Mirer said, Caterpillar officials i
for services foi other conditions” unhnuted access to mental health nse only 16%, but that is only be- discussed health problems among oil cooler department workers at
However, nothing would prohibit a benefits but put in restnctions when cause many employers would drop a safety committee meeting held at the York plant
plan from requinng preadmission claims costs got too high, she said health insurance coverage entirely, Mr Mirer said that the following year, in October 1994, five
screening or "other limitations that "Some limits were an attempt to the CBO sald ma letter last week to workers in the 011 cooler department were examined by oceupa-
restrict coverage fol mental health control costs," agreed Art Young_, Sen Nancy Kassebaum, R-Kan, a j tional physicians and a common pattern of health problems, in- i
services to those services that are manager of corporate benefits for chief sponsor of the Senate billi f cluding sexual dysfunction, was detected The UAW then asked 1
medically necessary " Hewlett-Packard Co m Palo Alto, Earher last week, consultants were 1 NIOSH to perform a health hazard evaluation of the facility, wheie 1

While 99% of laige employers' Calif He said mental health and optimistic that committee willl reject j about 1,450 UAW members work
health plans offer mental health ben- substance abuse claims total 10% to the amendment as It irons out differ- 4 A year later, m October 1995, the five oil cooler department 1
efits, they typically Include tightel 15% of Hewlett-Packard's $250 mil- ences between the Senate and House i workers were tested at another occupational medicine clinic, which

restnctions than those that apply to lion m annual health care costs versions of the health care bills, also confirmed the common pattern of health problems, including
more visible physical ailments Under the corporation's plan, a probably by Memorial Day f sexual dysfunction
Sen Domenici cited health plans worker who has met his deductible There is 'significant" doubt that Last month, at the request of the UAW, NIOSH notified Caterpil-

that allowed 365 days of mpatient is allowed eight outpatient visits to a the amendment w111 survive, said 1 lar officials that it wanted to conduct a health hazaid evaluation of
care for general medical care but therapist with 80% coverage of usual Foster Higgins' Mr Saveth the plant "From the outset, there was enough information that we
only 45 days for inpatient psychiat- and customary charges Once precer- In fact, Sen Kassebaum, who wlll 1 felt we had to pursue the request," the spokesman said

ne care Also, some plans have bfe- tified for additional care, the worker be on the conference committee, op- 1 Caterpillar says it had already provided NIOSH wtth extensive

time caps of $1 milhon for$gseneral iS eh/gible for 23 additional visits, but poses expar.ding the legislation be- | information about the facility, including details on the use of cad-
medical care but impose a $50,000 at 60% coverage yond its core provision of curbing | mium and workplace safety testing and monitoring

hfetime cap for mental illness Overall, limits on mental health pre-existing medical conditlon exclu- 0 "The information we provided NIOSH showed that no employees
Group health care plans typiqall%/ coverage Initially apphed to outpa- mons, while co-sponsor Sen Edwaid | were exposed to levels of cadmium or any other metals used in the
do proyide much smaller benefits for tent psychlatne treatment but were Kennedy, D-Mass, says he w111 op- 1 manutacturing process that exceeded hfetime exposure limits set
extended to inpatient care after costs pose the amendment if it threatens j by OSHA," Caterpillar VP Duane H Livingston said in a state-
For example, 90% of large em- surged for dependent children, who the enactment of the broadel bill 1 rnent
ployers hmit mpatlent treatment for m some cases were kept in mental But, President Clinton's an- 1 In an April 25 letter to employees, Mi Livingston contended that
mental health and substance abuse health facillties for as long as their nounced support for the measure | "NIOSH targeted (Caterpillar's) York facilitTy only after being
to a median of 30 days annually Insurance coverage allowed, Mr late last week could change that bal- | asked to do so by the UAW during the height of the union's corpo- ¢
Likewise, they limit outpatient care Saveth said anes El | rate campaign against" the company Also, NIOSH "is trying to
| support an unproven medical hypothesis" that cadmium exposure
causes low levels of testosterone, the letter asserted "In fact, when

M e n ta I h ea Ith p I a n Sta n d a rd S OSHA established current cadmium exposure limits in 1992, they |

rejected the very theory now being proposed by NIOSH "
Mr Livirlggsrt]%%aid company officials are willing to discuss the
I

NCQA to accredit carve-out psychiatric p|ans in 1997 situation SH officials rather than inspectthe facility, but ,
NIOSH said it has collected as much information as it can outside |
By ROBERT KAZEL A key feature of the standards IS their emphasis on con- the facility and must conduct its health hazard evaluation onsite

tinulty, or the participation of prtmary care doctors m the Separately, Caterpillar's York facility was cited by OSHA in |

WASHINGTON-A national accreditation board that mental health treatment of patients through close consul- 1993 for cadmium expsoure violations, said an OSHA spokes- |

sets standards for managed care organizations wtll begm tation with behavioral care speciahsts "In many cases, we woman in Philadelphia Caterpillar contested the citation and an 1

certifying carve-out psychiatric plans m 1997 are loolang at eases that are chronic and complex, and we administrative law Judge ultimately vacated it, finding that Cater- 1
The Washington-based National Committee for Quallty need continuity," said Ms Goff, wno was part of a diverse pillar had reduced the cadmium levels

Assurance this month issued draft standards for behav- panel of experts that drew up the standards i

ioral managed care After a period of pubhc comment and In fact, she said, the proposed standards could have

piloting of standards at three sites, NCQA expects to start gone farther and set up standards for how a patient can ficer, alleging negligence under a

reviewing individual managed behavioral health organiza- be successfully Integrated back Into the work site in an Co u rt post-Civil War civil rights act that

tions early m 1997 atifiosphere of support allows suits in fedeial Coutt

The proposed standards would, among other things, say The new standards are to be issued primarily with inde- Conttnued from page 2 against people who violate feder-

that mental health care plans should have a hve voice an- pendent managed behavioral health care organizations in to the *th U S Circuit Court of ally guai anteed rights A federal
swenng calls within 30 seconds, and fewer than 5% of mind, not for mental health programs that are part of Appeals A panel of Judges first district couit jury in Teras found
callers at any given time should be hanging up before general managed care organizations, such as health main- upheld Mr Robinson, but the full both the county and officel liable
reaching a representative tenance organizations The standards do not set up a appellate court dismissed the and awarded the motorist about
The standards also say that the chents should travel no mechanism for collectmg data cn behavioral care plans so case The court agreed last week $800,000

longer than one hour to receive mpatient services and 30 that employers can compare them precisely, but many an- to hear the case

minutes for outpatient services The standards set up for ticipate the standards are the first step toward such a sys- The court also agi eed to decide
the fu-st time a triage system under which experienced ch- tem much as HEDIS, the Healthcare Plan Employer In- whether a local government that

nicians are expected to make referrals according to proto- formation and Data Set, is be-ng developed now by acted within the bounds of state Can a government that

cols which define patients by level of urgency, on a spec- NCQA as an evaluabve system for general managed care law when hiring an employee can acted within the bounds
trum ranging from inpatient to outpatient The new standards should be viewed as minimum re- be sued for neghgent hiring and ..
. ) . ) - of state law when hiring
Certifying carve-out mental health plans could fill an quirements that will ensure employers and workers are training

information void for employers not belng taken advantage of by managed care outfits, In Board of County Commts- an employee be sued for
Because employees receiving mental health care may said Leshe Seallet, executive director of the Washington- sioners of Bryan County, Okla us
glve little or no feedback to the plan sponsor on quality of based Mental Health Pollcy Resource Center, a think tank Brown, the court will decide
care, employers often choose plans in the dark and information clearing house whether a local govet nment can
The value to employers of certification nationally could "What these standards w11 do is give a benchmark to be held liable undei fedeial civil
be signihcant, considenng that NCQA estimates about employers," she said "They can rest more assured that lights laws for a hiring decision The 5th U S Circuit Court of
300 such organizations are responsible for treatmg the they (the plans) are actually doxg what they promise to made in accordance with state Appeals upheld the award, and
mental health needs of about 100 mihon Amencans For do " law the county appealed The county
the first time, employers w111 be able to compare the plans But Ms Scallet said she was encouraged that the sev- Bryan County hired a reserve held that theze's no fedei al statute
against each other-if only to see which onps have earned eral representatives of managed care organizations who police officer despite his history or constitutional ban against hir-
NCQA's impnmatur were present on the committee that wrote the new NCQA of misdemeanoi arrests and con- ing people with misdemeanor rec-
"Comparabihty is definitely key," said Veronica Goff, a standatds seemed excited about tightening the reins on victions ords
director of the Washington-based National Business Coa- their industry and being compelled to meet expectations The officer stopped a motorist, Oklahoma law does not impose
hbon on Health, which represents local employer-spon- "l think they look on it as : way to distingzush them- who said she was injured by the such a ban, either Therefore, the
soled health care coalitions "It's a big step forward, and selves from those that are out to make money from those officer as he pulled her from her county argued, its hiring decisions
it definitely pushes us in the nght direction from a pur- who are not capable of demanding what they are entitled car and threw hei to the ground ale not subject to federal law and
chasing point of view" to from their insurance plan," she said igi She sued the county and the of- the case should be dismissed 1

negligent hiring?

SINCE-1977 - collected about $800,600 from' No- Mr Chervenak and Mr Rosenberg
vember 1992 to Apnl 1995 agreed to resign their positions with
* Mr Fuller arranged more than IAEA and have been enjoined from
Atlanta Bermuda Chicago London Stamford $1 milhon m unsecured or underse- dealing with benefit plans governed
cured loans from IAEA Benefit'lhist by federal law, the Labor Depart-
to fnends and associates In one case, ment announced



E M L I C O to do to persuade the Massachusetts regula- memo
tor that no interests which ought to be pro- Locating a significant part of the runoff Bi Insurance Index
tected would be preludiced by such pro- in London might also bring EMLICO
Continued from page 1 posal " "within the U K tax net "
tion laws Those laws, among other things, The proposal that Clifford Chance exam- Bermuda would be a better site for the 71,300
would boost reinsurer payouts on huge GE ined in the memo would Involve moving runoff, the lawyers concluded
pollution and asbestos claims EMLICO offshore and executing a scheme To accomplish the move, Clifford Chance
Kemper Re has charged m a Bermuda of arrangement similar to that approved for suggested setting up a new Bermuda com- 1,260
court that the plan was a "fraudulent con- the so-called KWELM companies in Lon- pany to which EMLICO would transfer ItS

1,280

spiracy" that violated Bermuda criminal don and Bermuda GE liabilities and assign its reinsurance re-
statutes A KWELM-type scheme would be theor- coveries 1220
A Boston iudge ruled earlier this month etically possible for EMLICO and would Another problem would be gaining Mas- 1 200
that the Clifford Chance memo is not privi- hold several advantages, the document sachusetts Insurance Division approval,
leged, but the order was stayed intll today pointed out which probably would not be granted un- 1 180
to give EMLICO time to appeal (Bl, April Along with a "very high degree of creditor less the plan provided for full payment of
22) control,” this kind of scheme-similar to a claims by EMLICO's small number of 1160
The Dec 15,1994, memorandum, pre- Chapter 11 bankruptcy reorganization in non-GE policyholders, according to the 1 140
pared "on the instructions of EMLICO," the United States-would allow more effi- memo ,
weighs the pros and cons of running off cient runoff of liabilities and would be "We would not expect the Massachusetts 11=o
EMLICO's business outside the United "self-administering," with no continuing regulator to consent to the 'export' of EM- 3/8 3/15 3/22 3/28 4/4 4/12 4/19 4/26
States against those of a formal liquidation LICO unless and until there had been a Baser100 on Do 261078
in Massachusetts | portfolio transfer of all of the liabilities as- Sour66 Noldby International Inc
A Massachusetts liquidation, Clifford sociated with the claims of the non-GE pol-

Chance noted, would involve several disad- The EMLICO proposal in icyholders," Clifford Chance said

PCS catastrophe options
vantages for EMLICO and GE In the reorganization plan ultimately ap-

the memo would involve

As ot April 26

State regulators would largely control a proved by the Massachusetts insurance de- o oo o e
formal liquidation, while "informal runoff : spread bid/as spread bid/as
q ) executlng a scheme of partr.nv.ant, EML.ICO s-pun off to a former pread bid/ask pread bid/ask

of EMLICO by agreement with GE would subsidiary all of its business except for doz- Eastern September 1996 California Annual
ensure that GE retained a significant degree arrangement. ens of loss-ridden GE liability policies dat- aoree sssss ao/e0  ATIAs
of control over the progress of the runoff, ing back to at least 1952 SO/TO 4/8s gortoo o2
B} i ) 80/100 25/4 100/120 -/2

cost collection from reinsurers and claims GE has since sought Massachusetts de- 1

i " i . . Southeast Sept 1996 Texas June 1996
handling,” the memo said partment approval to acquire the subsid- w060 aras om0 opm

And, "we understand that, in insolvency court involvement and with the possibility iary, Electric Insurance Co
proceedings in Massachusetts, there is some of existing insurer management remaining In a five-year business plan filed with the Total volume 20 Total open interest 2,722

increased likelihood of (Internal Revenue in control until runoff operations are estab- insurance department this month, Electric For Information on PCS cat options, call 312 435 3674
Service) scrutiny of GE's historic relation- lished, the memo said Insurance reports that as of Jan 1 it has be- 1 Source Chicago Board of Trade
ship with EMLICO " The memo notes else- The plan would have to clear several hur- gun writing primary and excess general lia-
where that GE has taken tax deductions for dles, though bility coverage for GE British Issues
premiums paid to EMLICO "In structuring the runoff, It W111 be es- Unlike the policies previously written R i 55 rice P/E Div viold 1 woolk

Finally, "since the handling of GE's sential to ensure that, whatever agreement EMLICO, the Electnc Insurance pollcies Companies pen':: oo 5% Miotow
claims against EMLICO is a matter of some between GE and EMLICO is entered into, exclude "losses resulting from latent expo- GommiUnlon 583 112 353 60 S583-578
sensitivity, there may be concern that a for- obligations of reinsurers will not be af- sure" to asbestos and other materials, the Gent Accident 638 96 38 8 61 642-638
mal insolvency proceeding in Massachusetts fected," Clifford Chance advised "We con- filing says Gdn Royal Exch 232 86 113 4 9 240-232
may involve disclosure Of Information oth- sider that the proposal could be structured GE's primary liability coverage carries a Independent 501 94 14 1 28 503-498

. . . . . . . . . e Royal 367 69 200 54 367-364

erwlse confidential between EMLICO and to ensure that there is no diminution in the per occurrence limit of $25 million and an con Aliance 506 54 216 6q  aco.ane
GE," the memo said obligations of the reinsurers " aggregate limit of $60 million The excess Brokere

An "export" of EMLICO outside the Moving the runoff to London also could pohcy carries a per loss and aggregate limit Braaotonk 5 2o 71 or s
United States, on the other hand, "may be a create problems, the memo noted of $22 5 million Fonchurch 117 79 106 91 11717
viable and preferable option,"” Clifford If EMLICO were deemed to be carrying Both policies are retrospectively rated CE Heath o7 216 6= 65 o8--96
Chance concluded on an insurance business m the United based on loss experience, the filing said JIB Group 117 116 94 80 118-117

"We have been involved in proposals to Kingdom, "the U K regulatory framework" Electric Insurance's own loss exposure-the t':xz;“s"‘l_‘iz:‘t 11‘3“3 17‘:‘11113 f; :j:::ji
export the runoff of insolvent companies in would "create delay and expense " difference between the maximum retro- Noteon Hurat 56 120 58 50 1561596
England and Bermuda but, to date, not in "We are skeptical that the (Department of rated premium and the aggregate limit-is SedgwickGrp 141 110 81 57 144-141
the United States," the memo added "We Trade and Industry), the U K regulator, $5 million per policy year on the primary Steel Brl Jones 41 53 56 137 a1-as
are not aware of any precedent for such a would be anxious to add EMLICO to ItS and $2 million per year on the excess, the Willis Corroon 153 13 8 8 3 54 156-152
proposal and, clearly, there would be much portfolio,"” the London lawyers said in the filing said Source Philip Olsen, London * Estimated Others actual
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Workers’ Compensation
~ Alternatives '

The sound of an ambulance can be very intimidating.
Even more intimidating for an employer whose

employee is injured on the job. That same siren, how- Alternative Programs include:
ever, can also be catastrophic. Catastrophic for self- | ,

employed individuals who, in some states, cannot ® Excess Occupational Accident

even purchase workers’ compensation insurance. ® Nonsubscriber Occupational Accident
And when an acciant strikes — it’s often disastrous! ® Truckers’ Occupational Accident

® Various Types of Workers’
Compensation Carve-Outs

® “Opting Out” Alternatives
® Excess Employers’ Indemnity

At Reliance National we’ve made it a top priority to
offer the most attractive alternatives for the Workers’
Compensation marketplace. Our aggressive approach
to offer comprehensive alternative programs includes
a shared expertise between underwriting disciplines. :
This approach allows us to offer our clients non- ‘ THE CHOICE

traditional coverages that blend A & H and Casualty - e
- market capacity and know-how that can be tailored Reliance National

oy iddt e : i i b A Reli i ‘
on an individual needs basis. Fuaner Croup Holditips Cofipay
\ 77 Water Street, New York, N.Y. 10005
Reliance National products and programs underwritten by Reliance Insurance Company, Reliance National g For further Infomlatlon
Ind ity C , Reli National I (& , Reli I C f Mlinois, 1
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