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Aetna, U.S. Healthcare deal
to blend breadth with savvy

By JUDY GREENWALD

HARTFORD, Conn.-Aetna
Life & .Casualty Co.'s planned
$8.9 billion acquisition of U.S.

Healthcare Inc. means employers
Will have access to a firm with

Aetna's national reach and U.S.
Healthcare's managed care skills.

WwWith U.S. Healthcare execu-
tives dominating its mabaged care
business, the combined company
will aim to apply the smaller,
more aggressive company's HMO
expertise on a national scale and
to continue offering Aetna's range
of products, including behavioral
health, vision care, dental, phar-
macy and group life and disability
iNnsurance.

The companies say that after
the deal Aetna will provide health

Aetna the nation's second-largest
HMO (see chart). Another 3.8 mil-
lion people would be covered by
its indemnity plans.

Employee benefit managers
welcome a stronger Aetna mar.-
aged care operation, but are un-
certain whether the deal will
bring lower cost products (see
story, page 22).

"From a market share perspec-
tive, this certainly puts them on
the map in the health care busi-
ness," commented Gloria Vogel,
managing director and senior in-
surance analyst at Ladenburg,
Thalmann & Co. Inc. in New York.

The purchase, which is expected
to be completed the third quarter
of this year, would be financed
with $5.3 billion in cash; $2.7 bil-
lion in new common stock; and

$900 million in preferred stock.
Much of the money will come
from Aetna's sale of its property/
casualty operations to Travelers
Corp. (BIl, Dec. 4, 1995), which
won regulatory approval April 1.
Aetna projects that combining
the companies could generate
within 18 months an extra $300
million after taxes from growing
HMO enrollment, cost cutting and
cross-selling. Aetna said the com-
bination would reduce operating
and medical expenses, but did not
say how many jobs it plans to cut.
Both boards have approved the
deal, which involves the forma-
tion of a Connecticut-domiciled
holding company, Aetna Inc.
U.S. Healthcare shareholders
are to receive $34.20 in cash,
See Buyout on page 21

Updates

Early May trial appears likely
after drug settlement thrown out

CHICAGO-A May 7 trial may be the
next step in class-action litigation brought
by thousands of independent pharmacists
against drug manufacturers after a federal
judge in Chicago threw out a proposed set-
tlement last week.

Siding with pharmacists who argued the
settlement did nothing to address a two-
tiered pricing system they charge is unfair
to retail drugstores, U.S. District Judge
Charles P. Kocoras mjected the settlement,
in which 15 manufacturers would have paid

See Updates on nezt page

Combining two very different companies

/Etna GUS

HEAL]JHEALI
Bureaucratic Management Entrepreneurial
HMOs, dental, Products Limited to HMOs
vision plans
National Scope , Concentrated

in Northeast
Managed care HMO specialists

(100+ markets)
Diffuse strategy

performance
Many national Customers Emphasizes
accounts smaller companies
1853 in Hartford, Conn. Founded 1975 in Blue Bell, Pa.

$251.7 million*
$7.6 billion*

' For Aetna Health Plans.

1995 profits $381 million
1995 revenues $3.5 billion

would create the nation's No. 2 HMO
Total HMO/POS plan enroliment

1) Kaiser Permanente

2) Aetna/U.S Healthcare *
3) Prudential

6.9 million 1
6.5 million
4.6 million™ 2
4.5 million 2

services to a total of 23 miillion
people. Enrollment in its managed
care plans would be 10.3 million,
including 6.5 million in health
maintenance organizations and
point-of-service plans, making

Crash puts focus
on crisis planning

Execs' deaths signal need

for crisis management
By MARK A. HOFMANN

WASHINGTON-The deaths of a dozen U.S. busi-
ness executives in a plane crash last week during a
trade mission to Bosnia and Croatia underscore the
need for succession planning and crisis management
plans, management consultants say.

Risk managers have a
key role in preparing their
employers for the unex-
pected, say consultants.
Unfortunately, executives
aren't always open to dis-
cussing the possibility of
their own incapacitation
or death, many experts

9 note. In addition, consult-
ants are divided over just
how much security is pro-
vided a corporation by a
key-employee life insur-
ance policy.

Mr. Brown The U.S. executives
were among the more than 30 people killed with U.S.
Commerce Secretary Ronald Brown in last week's
crash of a U.S. military jet as it approached the
Croatian city of Dubrovnik. The U.S. executives were
primarily in the engineering and high-technology
fields and were attempting to tap markets in Bosnia
and Croatia.

"l think these private citizens will have a very diffi-
cult time suing the United States for wrongful death

See Crash on page 4

Employers ask if new Aetna
will cost less ....

Who's who in the new
Aetna regime ........ Page 22

4) United Healthcare
5) CIGNA

3.9 miillion 1

' Includes enrollment in HMO/POS plans managed. 'As of March 1. 2Asot Dec. 31, 1995.

Sources: Industry analysts, company reports.
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L.A. subway stops at Sedgwick

By JOANNE WOJCIK

LOS ANGELES-Sedgwick James
Inc. hit pay dirt by refusing to partici-
pate in rebidding for the Los Angeles
subway construction project's broker-
age business.

At the same time, the Los Angeles
Metropolitan Transportation Author-
ity board may have unearthed some
new insurance program savings.

The MTA late last month chose
Sedgwick James to be its sole broker-
age on the subway construction pro-
ject, even though the U.S. unit of
Sedgwick Group P.L.C. had decided
not to respond to the agency's request
for proposals for a brokerage to handle

MTA picks non-bidder

over other brokers

all of its construction insurance needs.

The MTA had requested the new
proposals after a 1995 audit by Ernst
& Young L.L.P. suggested that the
agency could save money by not using
multiple brokerages for different lines
of coverage.

At the time, the transit agency di-
vided its brokerage business among
three firms. Under a series of three-
year contracts with one-year exten-
sions, Willis Corroon Corp. had placed
the project's environmental and pro-
fessional liability coverages and

Johnson & Higgins had placed the rest
of the insurance coverage. Sedgwick
James provided administrative sup-
port services.

When Sedgwick James notified the
MTA that it was not planning to re-
spond to the RFP, the agency asked
the brokerage to enter into negotia-
tions separate from the RFP process.

Without considering any of the other
bids, the MTA board awarded Sedg-

wick James the sole construction bro-
kerage contract during a March 27
meeting.

MTA officials did not explain their
decision at the meeting and did not re-
turn calls by Business Insurance.

See Subway on page 19

Good news and bad at Lloyd's

New report backs R&R plan, but not all names back report

By SARAH GODDARD

LONDON-Just as Lloyd's of Lon-
don is nearing the homestretch of its
ambitious reconstruction and renewal
plan, the troubled insurance market
continues to find obstacles in its path.

The same day that the market's run-
off reinsurer Equitas Ltd. jubilantly
announced it had won conditional au-
thorization from the British govern-
ment, the head of a group of litigating
Lloyd's names withheld support for
the market's so-called R&R plan.

Alan Porter, deputy chairman of the
Lloyd's Names Assn.'s Working Party,

wrote to names March 29 saying he
could not add his signature to those of
Sir David Berriman, chairman of the
Assn. of LIoyd's Members, and Damon
de Laszlo, chairman of the Litigating
Names Committee, both of whom had
signed a report endorsing the R&R
plan as a better option for names than
putting the market into runoff.

In a letter to names, both Sir David
and Mr. de Laszlo said they regretted
Mr. Porter's decision, adding that his
reasons for withdrawing support
seemed to be "largely beyond (the re-
port's authors') terms of reference.”
Sir David and Mr. de Laszlo both com-

mended the report to all names.

Mr. Porter, Sir David and Mr. de
Laszlo all are members of the Valida-
tion Steering Group, which was set up
to review the R&R plan on behalf of
names, independently of Lloyd's. The
steering group hired London law firm
Slaughter & May to investigate the le-
gal ramifications of the rescue plan
compared with alternative methods of
dealing with Lloyd's old-year prob-
lems.

Slaughter & May concluded that "if
Lloyd's goes into runoff, we think it
unlikely that any section of the Lloyd's

See Lloyd's on page 23
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Drug settiement thrown out

Contmued *om previous page
$409 milhon to some 40,000 phannacies

He said he threw out the offer, reversing his mibal position, because
pharmacists persuamvely testifted last month that the cash payout
would be bemde the point if drug makers were permitted to continue
their pncing practices

He had approved the settlement m February after pre-tnal proceed-
ings in which pharmacists accused leading U S drug companies and
drug wholesalers of giving deep discounts to HMOs, hospitals and
mall-order pharmacies to ensure their brand-name products were pur-
chased (BI, Feb 19) The suit was filed under the Sherman Antitrust
Act, alleging de facto pnce fixing across the pharmaceutical industry

"He (Judge Kocoras) recognized that you really can't have a mean-
mgful settlement when the condition that's bemg complamed about
isn't changed in any way," said David Melnick, a Milwaukee attorney
representing the pharmacists The settlement would have required
drugglsts to gwe up their nghts to sue the drug companies on pneng
m the future

Tie drug companies, which are tentatively scheduled to begin the
tna_ May 7, Will not have to prove the bamc legallty of discounting,
which Judge Kocoras said is "the epitome of a competitive system "
But the pharmacists are entitled to get the same discounts if they can
affect the manufacturer's market share m the same way, he said

Chances are good that a tnal can be averted, Mr Melnick said
Judge Kocoras "sent a very strong signal to all the partles that this is a
very good time to settle all the Issues at stake," Mr Melnick said

CIGNA and Michigan to talk

LANSING, Mich -Michigan Insurance Bureau officials are sched-
ul€d to meet CIGNA Corp officials today to discuss the regulators' de-
mand that CIGNA post nearly $344 9 milhon in added protection for
Michigan pollcyholders that CIGNA moved mto its new runoff opera-
tion for long-tail liabilities

John Schoonmaker, director of legal resources for the Insurance Bu-
reau, confirmed the amount regulators are seeking and the meeting
However, he dechned to cornment further, explaining that regulators
asn "at a delicate place in the negotiations”

A CIGNA spokesman would not comment

The additional pohcyholder protection would represent a significant
acditional financial commitment by CIGNA to the runoff operation for
er vironmentaland asbestos habihties

Under CIGNA's reorganization, which a group of nval msurers and
pollcyholders is challenging m a Pennsylvania appellate court, the m-
surer strengthened ItS reserves for long-tail liabilities by more than $1
b.lhon last year and committed $500 mihon of capital to the runoff
operatton In addition, its active operatlons could provide the runoff
entity at least $50 milhon of capital generated by dividends they pay
their holding company over the next several years and $800 milhon of
excess-of-loss remsurance The runoff enttty could draw on those sums
li its initial $200 million surplus drops to $25 milhon

Michigan Insurance Commissioner D Joseph Olson has expressed
concerns about the adequacy of the runoff operabon's reserves (Bl,
Jan 22), though CIGNA officials contend the entity will be able to
cover its long-tail hablhties three times over

Pension proposals expected

WASHINGTON-The Clmton administration-possibly as soon as
this week-is preparing to release penmon simpllfication le@slatton

While much of the le@slatlve package IS expected to be a recycled
iersion of earher proposals, lobbyists say the admimstration may pro-
pose a ban on asset reversions from overfunded pension plans

Such a change would undo a 1994 law that allows employers to re-
move surplus assets from overfunded plans and transfer the assets to
special accounts to pay for retiree health care expenses, as long as the
pension plan stdl is at least 125% funded after the reversion

Others, though, say, the administration only will affirrn its OppOS1-
tion to Repubhcan efforts to expand asset reversions President Clinton
last year vetoed a budget bill in part because of a provision that would
have allowed employers to remove surplus pension assets to pay for
their other employee beat programs

Science to judge implant harm

DALLAS-A panel of scienttfic experts wlll try to determine once
and for all whether a 11nk exists between silicone implants and disease
after two New York judges issued a combined order last week

At the same time, a Dallas lury handed implant maker Bnstol-Myers
Squibb Co a victory in a lawswt on that very issue

Two Dallas area women, Laura Samuelson and Wendy Werner, had
alleged that a vanety of ailments were caused by their Implants, which
were manufactured by Mechcal Engtneenng Corp, a unit of Bnstol-
Myers They sought $500,000 each

The defense asserted that so far scientihc evidence has not proved
any 11nk between implants and disease

It was tkus debate over the health effects of sihcone that prompted
federal judges Jack B Wemstein and Harold Baer Jr to establish a
procedure for creatmg an expert panel to review the scientihc issues
mvolved in these suits In a combined order, the two judges appomted
a three-person panel to select scientists in such fields as toxicology and
epidemiology to review all the studies to determine whether silicone
implant use is hnked to disease

The order is the fimt move by Judges nationwide to bnng court-ap-
pomted scientists mto the debate over implant safety

Meanwhile, with the Dallas victory, four implant manufacturers now
have won nme of their last 10 implant cases taken to a verdict

See Updates on page 22

Columbia deal raises questions

Purchase of Blues plan would blur provider/insurer lines

By ROBERT KAZEL struggling against private man- Columbia-owned insurer The
aged care competition in recent Ohio Blues plan also will i etain
NASHVILLE, Tenn -Once years The Blues plan says it has most of its national accounts and
clear-cut, the roles of health care annual revenues of $2 billion will continue to service its federal
provider and health insurer are But the deal, which Columbia employee program Columbia said
getting blurry said Blue Cross of Ohio initiated, as part of the deal it will increase
Last week, the nation's biggest raised the question Can a for- the Blues plan's reserves by $300
hospital chain declared it in- profit hospital chain integrate an million The transaction is ex-
tended to buy most of a large state insurer's operations into its busi- pected to be completed by year
Blue Cross & Blue Shield plan, ness without becoming estranged end, and officials of both entities
forming an unprecedented hybrid from managed cai e pi ograms? say the 1 5 million members of the
of ambitious honzontal and verti- Undei the agreement, which plans will be unaffected
still must be approved by Ohio The strategic partnership with
The plan by Nashville, Tenn - regulators and BC/BS of Ohio Blue Cross may or may not pol-
based Columbia/HCA Healthcare policyholders, Columbia will set tend future acquisitions of Blues
to acquire the majority of non- up a new corporation and absorb plans in other states, said Dan
profit Blue Cross & Blue Shield of most of the operations of BC/BS Moen, president of Columbia-
Ohio for $299 5 million did not o. Ohio, which will continue in a sponsored networks "It's always
surprise many industry observers new lole as a reinsurer and guar- been our strategy to make deci-
who have seen the Ohio Blues antoi of policies written by the See Expansion on page 12

pratg %%k\;\éryought NCCI status as non-profit
may change to gain edge

cal proportions

to be discussed

CHICAGO-The 1996 Harold H

Hines Ji Memorial Symposium on
May 22 vill focus on how rapid
advancements in technology are
changing the relationships oe-
tween buyers and sellers

Speakers at the 11 th symposium
are Dennis H Chookaszian,
chairman and chief executive offi-
cer of CNA Insurance Cos, Gary
R Griffitn, chairman and CEO of
brokerage Summit Global Part-
ners Inc in Dallas, Scott K
Lange, director of risk manage-
ment for Microsoft Corp and the
1995 Business Insu,ance Risk
Manager of the Year, and Alan G
Page, a director of Johnson & Hig-
gins and its chief information offi-

The panel will address ques-
tions posed by Kathryn J Mcin-
tyre, publisher and editorial di-
rector of Buszness Insurance, after

which the audience 111 have the

By MEG FLETCHER

ORLANDO, Fla -The nation's largest workers compensation
advisory organization is considering changing to for-profit status,
a move that it hopes will enable It to better compete with other
data-gathering organizations

For the first time, two leaders of the Boca Raton, Fla -based,
non-profit National Council on Compensation Insurance last
week publicly voiced their support for the change

The ideas of streamlining and strengthening the governance of
group are not new, Walter E Farnam, outgoing chairman of its

board, told 700 people late last month at
the group's annual issues symposium in
Orlando, Fla He IS chairman and chief
executive officer of General Accident In-
surance Co of America in Philadelphia
The 75-year-old NCCI already reorga-
nized in July 1994 to a non-profit Florida
corporation from an association mainly of workers comp insurers
According to the NCCI, it does not have a non-profit classification
under the Internal Revenue Code

It will continue the process of cutting the number of directors to
11 from 21 by the spring of 1997, he said Insurers still dominate
the board, though there are more outside members than before

"Frankly, | believe the logical next step IS for the NCCI to be-

, surance and risk management

, part of Aon Corp

come a for-profit organization," Mr Farnam said

"That would give us greater access to capital markets and also
strengthen our capability of forming external alliances,” he said
"Lastly, and perhaps more important, it would maintain and en-
spanned three decades At the ' hance our ability to deliver high value to our customers "
time of his death In 1984, Mr See NCCI on page 12
Hines was president and CEO of
Rollins Burdick Hunter Co, now

opportunity to ask questions
The symposium honors Harold
H Hines Jr, whose c areer in in-
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Difference in ages is key New Texas rules

to court's finding of bias ensure patients
High court ruling may increase employer exposure to ADEA suits share savi Nngs

By SALLY ROBERTS waters down the defense and results in age discrimination, Mr O'Connor,

more claims being brought,” said Ger- among other things, had to have been fro m d i SCO u n tS

WASHINGTON-Employers may be ald L Maatman Jr, a labor attorney at replaced by someone of comparable

more exposed to age discrimination Baker & McKenzie in Chicago qualifications outside the protected

suits after last week's U S Supreme Other lawyers who represent em- class (Bl, Nov 20,1995) .

Court decision allowing workers pro- ployers, though, found a positive note In overruling that decision, the Su- Managed care regUIatlonS

tected by the Age Discrimination in in the court's ruling that the age dif- preme Court unanimously held that as

Employment Act to sue after being re- ference between the fired employee long as a member of the protected tO prOteCt PPO CUStomerS

placed by younger, ADEA-protected and the replacement employee still class was replaced by someone -signif-

workers must be significant to justify a finding icantly” younger, it does not matter if By MICHAEL BRADFORD
Employment law specialists say the of age discrimination that person is also in the class of work-

ruling eliminates what is a defense for The case, O'Connor vs Consolidated ers protected by the ADEA AUSTIN, Texas-Preferred provider organizations

employers in some age discrimination Com Caterers Corp, involves James "Because the ADEA prohibits dis- in Texas must make sure patients also benefit from

fee discounts that PPOs negotiate with health care

suits that the terminated employee O'Connor, 56, who was replaced as crimination on the basis of age and not
providers under new rules adopted by the Texas In-

was replaced by another worker who manager of a vending machine com- class membership, the fact that a re-
was over 40 years old and thus pro- pany by a 40-year-old Mr O'Connor, placement is substantially younger
tected by the ADEA a 12-year veteran of the company, than the plaintiff is a far more reliable
"Any case that broadens the statute con tends his firing violated the Indicator of age discrimination than is
ADEA, the 1967 law the fact that the plaintiff was replaced

that generally protects by someone outside the protected

those age 40 and older class," wrote Justice Antonin Scalia in

Tbe ADEA pro- from employment dis- the four-page ruling The case now

crimination in favor of goes back to the 4th Circuit to decide

surance Department

The rules, which are effective June 1, are the second
set of managed care regulations to come out of hear-
ings held last year on patient protection rules at the
request of Gov George VW Bush An initial set took
effect Jan 1

"The latest patient protection rules make the state's
managed care system better for everyone involved,"

bibits discrimi- o . . . . said Texas Insurance Commissioner Elton Bomer "In
younger workers if it should be retried in district court

nation on tbe In 1995, the 4th U S Even lawyers who represent man- drafting thest'a adf:llFlonal Pro.tectlons, we v.e.followed
Circuit Court of Ap- agement say the decision is sound the governor's original principle of maintaining qual-

baS|S Of age peals upheld a trial "I'm sorry to see a possible defense ity health care while ensuring fair treatment of man-

. . L " . . aged care patients and providers "

and not class court ruling in favor of eliminated,"” said Karen Ludington, a h | q i a g
the employer, Consoli- partner at Mirick, O'Connell, DeMallie € ru. esfare eS|gnfe _to przYent manjge ca.r:-e‘

membership_' dated Coin Caterers, a & Lougee in Worcester, Mass com.pames rom r1.?got|at|.ng a discounted rate wit
Charlotte, NC, divi- However, she added, "the Supreme providers but requiring policyholders to pay based on

an undiscounted rate That practice concerns state in-
surance regulators and is the subject of state and fed-
eral lawsuits across the country Some insurers have
paid millions of dollars to settle the suits

Justice Antomn Scalia mon of Canteen Corp Court was absolutely correct that it

The 4th Circuit said doesn't make sense to preclude (suits
that in order to prove See ADEA on page 9

California tort battle resumes

Tbe latest pa-

By ROBERTO CENICEROS the first $50,000 awarded, 33% on the tient protection
Attorr—]eyS pursue next $50,000, 25% on the next 7 rules make the
LOS ANGELES-California’s tort Nnew initiatives $500,000 and 15% on awards above
reform battle is Cf:ntinuing as att-oT— $600,000 statels managed
neys seek to qualify a November ini- on November ballot The push for the new proposals fol- )
tiative that could expand corporate di- lows the defeat of the three measures BiL care Systel N bet-
rectors' and officers' exposure to fight left in it on March 26 (Bl, April 1, March 25)

terfor evegone

shareholder suits The Alliance to Revitalize Califor-

Leading up to the primary, the Alli-

The proposed initiative would allow nia, composed mostly of corporations ance to Revitalize California spent involved.’
a state court hearing of certain share- concentrated in Silicon Valley, hopes about $12 million, of which about
holder suits that were prohibited in to qualify a November initiative that one-quarter went to qualify the three
federal court by the Securities Litiga- would limit contingency fees on share- initiatives for the ballot

Elton Bomer

tion Reform Act (BI, Jan 8) holder class-action lawsuits to 25% of The Consumer Attorneys of Califor-

Another attorney-sponsored initia- the first $1 million awarded, 15% on nia, a trial attorney group that backs Last year, a federal judge ruled for the first time
tive already has quallfied for the No- the next $9 milhon, 10% on the next the new measure, put about $10 mil- that it is illegal for a health insurer, in this case Blue
vember ballot The initiative would $40 million and 5% on anything lion into its efforts to defeat the initia- Cross & Blue Shield of Ohio, to negotiate proprietary
prohibit legal contingency fee caps awarded above $50 million tives discounts with providers without disclosing them to
while increasing the state bar associa- The initiative also would cap contin- The group did raise the money ear- policyholders (BI, Sept 11,1995)
tion's power to discipline attorneys for gency fees in tort suits so they are sim- lier, which allowed it to buy up prime The Texas rules also
frivolous suits ilar to existing limitations in Califor- television spots, said a spokesman for * Require health maintenance organizations to al-

Despite outspending their opponents nia on fees for professional liability the business group "They had a much low out-of-network referrals when medically neces-
and still losing on three tort reform cases stronger presence on television, which sary services are not available inside it Any denial,
measures on the March 26 primary Currently, contingency fees in mal- is where these campaigns are won or on the grounds either that the services were unneces-
ballot, a business group has plenty of practice cases are limited to 40% of lost " sary or available within the network, will be reviewed

by a specialist in the field
+ Prohibit providers from seeking payments from

Court upholds impairment guide  ugpes oo s e

* Prohibit HMOs from writing contracts that would

By MICHAEL BRADFORD "Workers comp has been around in be reduced to $50 per week when It make health care providers liable for damages the
Florida for about 60 years No court was determined that Mr Bradley had HMOs cause Previously, only PPOs were prevented
TALLAHASSEE, Fla -Florida can has ever held that it's unconstitu- reached maximum medical improve- from doing this
continue to use impairment guidellnes tional Anyone who challenges the act ment, he filed a petition with the « Permit an individual or group with an HMO plan
in workers compensation cases after a IS fighting an uphill battle " state's ludge of compensation claims to cancel a policy with a 30-day written notice if the
state appeals court late last month re- On the other side, Eric Oxfeld, assis- seeking continuation of payments at HMO makes contract changes that affect benefits or
lected a constitutional challenge to a tant general counsel with the Ameri- $100 per week services provided
1993 workers compensation law can Insurance Assn in Washington, Lowering the payments not only » Require HMOs to file with the department any
A three-]Judge panel in Florida's 1st said the decision "shows that attacks would cause financial hardship but advertising that offers coverage to Medicare benefi-
District Court of Appeals ruled unani- on the use of the AMA guidelines as doing so, as the impairment guidelines claries no later than 45 days prior to its use
mously that the Florida Legislature unconstitutional are completely with- directed, "was an inadequate remedy The new rules are "not a big concern” to HMOs in
acted within its authority in adopting out merit " in exchange for renunciation of tort Texas because they generally have followed those
the American Medical Assn 's impair- The AIA provided technical assis- rights,"” his complaint charged guidelines anyway, said Geoff Wurzel, executive di-
ment guidelines as part of the 1993 tance to the attorneys representing the A workers compensation iudge or- rector of the Texas Health Maintenance Organization
law The AMA guidelines, which are restaurant dered payments to continue at $100 Assn in Austin
widely used nationwide, also have In 1994, Mr Bradley slipped at the per week but indicated she lacked the He pointed out that Medicare advertising already is
withstood challenges in other states restaurant, injuring his knee After Jurisdiction to rule on the question of reviewed by the Health Care Financing Administra-
Lawyers for the worker who brought surgery, he was assigned an 8% im- whether the law provided adequate tion and HMOs are hopeful that the insurance depart-
the suit, Kelvin Bradley, a dishwasher pairment rating and received $200 in remedy ment will be as flexible as the federal agency regard-
at a St Petersburg, Fla, restaurant, benefits every two weeks In his appeal to the district court, ing the 45-day rule
said they will seek state supreme court The Hurricane Restaurant's workers Mr Bradley claimed the statute was HCFA iS able to expedite its review if an HMO re-
review of the case comp coverage was written by Associ- unconstitutional because it limited his guests the process be taken care of quickly to respond
"Our reaction is not one of shock or ated Industries of Florida Property & access to the courts He further ar- to market conditions, Mr Wurzel said "I'm not sure
surprise," said Frederick J Daniels of Casualty Trust, which also was named gued, among other things, that umng what the Insurance Department will do If they stick
the Orlando firm of Parrish & Sme- in the suit the impairment ratings to determine to the 45 days, it could be problematic "

ikal, which represented Mr Bradley Although benefits were scheduled to See Florida on page 19
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C ras h has grown as U S companies seek "In any land of htgh-nsk opera- in place long before any crisis ning," said Mr Scammell, who noted
opportunities farther and farther tions, you need to have some sort of emerges, he said The team should that one of the executives kliled in
_ . from traditional markets This places a medical plan, ' he said The U S meet every six months or so to dis- last week's crash was from a client
Continued *om page | an added burden on lisk manage- planner must know what medical cuss potential crises and how to re- fum he declined to identify
damages," sz_:nd Desmond T Barry ment departments, say consultants personnel and equipment can be re spond to them, he said When something like this hap-
A, a managing partner with the "We make a number of recommen- hed upon This includes workmg "The first thing that you try to do pens, there has to be an immediate
New York law firm Condon & For- datjons to the Vms foi the need for a with firms that specialize in airborne as a company is thmk about this plan m place to replace the person,"
syth and an expert on aviation law ensis management plan, ie what do medical evacuation, he said ahead of time," said Brant Long- said Ceceha Burokas, human re-
Mr Barry noted that while the Fed- you do? Who's in chargei” said I\dick Some problems can be headed off necker, a partner with Deloitte & sources consultant with Hewitt Asso-
eral Tort Claims Act allows the US Donahue, president of Secunty Man- through traditional cnsis manage- Touche LLP m Houston For ex- ciates LLP in Lmeolnshire, W
government to waive sovereign un- agement International Inc m Alex- ment and planning, he said If a di- ample, companies should adopt a Specific people should be m place
mumty under certain circumstances, andrla, Va, which acts as a security saster occurs, "people back home standard pollcy that limits the num- to serve as either interim or perma-
the act does not %pp‘ljy to a claim adviser to broker Johnson & Higgms'need to know what to say tc the ber of senior executives travellng on nent replacements She added that
arising in a foreign country He Before a US executive touches press and what to say to the stock- the same fhght boalds of directors are becoming in-
added that courts have inteipreted down in a foreign nation where holders," pointed out Mr Donahue Stephen Seammell, a senior con- cieasingly active in replacement
this exception stnctly there have been secunty nsks, Ask There must be effective communica- sultant with Plhnghast/Towers Per- planning
He also noted that other statutes managers should make sure that ad- tions linking colporate headquarters nn m Parsippany, NJ, noted that By Fnday morning, several of the
pomt to a congressional intent that equate seeunty measums have been and tlaveling executives the travel arrangements must be companies that lost top executives m
claims for personal Injury Ol wrong- taken This could mean sending "an A soon as word gets out that a se- viewed vertically as well as honzon- the Dubrovnlk crash had announced
ful death ansing out of the activities advance team of speciallsts who un- nior executive has been killed, panic tally Companies "should never have intenm or permanent successors
of the U S mihtaly abroad be dealt derstand the culture and nature of cari anse both mternally and exter- successive layers of management on In traditional, hierarchical compa-
with throqgh dIP| matic means rclrcumstg%egln SEBartlcuIar coun- nally, said Petei Benwell-Leleune, the same plane," he said Otherwise, nies, e process of dce3|gna?|ng a
by special fegislation, rathei than lit-ry,” said Mr Donahle President of Tensai Consulting Inc an entire department's expertise successor can be somewhat easier
igation under the Fede al Tort He stressed that risk management of Westport, Conn could be lost In a single tragedy than in smaller. more leader-onented
Claims Act " . . . . .
) o . concerns go beyond traditional secu- To defuse the panic, companies But "the hardest question has to companies, said Ml Scammell Com-
The potential for similai tragedies nty questions must have a cilsls management team do with the actual succession plan- pames have difficulty replacing a
strong leader, particularly one who
has turned around a company, he
said
This is a case where Elliopean
companies often have an edge over
their U S counterparts, said Hugh
Rosenbaum, a principal unth Ttlhng-
hast/Towers Perrin in London
' Orgamzations that have CEOs m
Europe have a more military-type
structul'e As a result, the succession
planning and people rtsk IS better
prepared than their American count-
erparts," he said
Mi Rosenbaum said that some
European rtsk managers he spoke
with said that before a trtp hke the
3 Bl-own ti ade mission, a European
company's top executives would
have met formally or Informally to
discuss the risk of catastrophe
"What is even more Interesting is
that the chain of command might
have taken the initiative and tned to
discoitiage (the CEO) from gomg in
the first place," he said
\ But, generally in the United
States, "most compames don't want
to think about it," said Mi Scam-
mell He said this is particularly true
of companies led by strong entrepre-
neuns "These are not personality
types who are anxious to reach out
and name their successors," he said
' don't think one goes around
planning for a disaster, per se,
22 L41; . B.AHIK though many, many companies have
what they call succession planmng,"
said Paul Buddenhagen, vp with
P 4:-y 4 Mercer Management Consultants m
AR res- a1 Boston By identifying key execu-
, 7= 1% T oo 014, tives and developmg them as poten-
-7 " SO 4, At tial leaders a company not only
- B ° identifies ieplacements but also peo-
ple likely to function as heads of
1 2. new divisions 01 to lead acquisitlons,
,-$*Ff. he said
Deloitte & Touche's Mr Long-
necker agreed, saying compames of-
ten have two or three candidates in
waitmg In cases where the CEO IS
the founder or crucial in changing a

Introducing NYLCare from NewYork llfe. Helping company’ decton it also heps o
millions of Americans feel at ease about health care. P o any i vny dependent
on the CEO or executives m ques-
ton-in essence, they are the compa-

There's a new name for a trusted partner m NYLCare offers employers a full range peace of mind m locations across the country
employee health benefits NYLCare Health Plans of quality, cost-effective health plan choices In fact, NYLCare now serves more than 16,000 :12_%?”1::2:;2 .\.N:en;;% sseutcl:‘pcgve;:
NYLCare (pronounced "nile-care") unifies into from traditional managed Indemnity plans employer groups and 3 5 million Americans age, undenmt’ten by hfe Insurers,
a single organization v e and market-leading HMOs nationwide Businesses from the corner flower can provide the money for a sigrng
New York Life's Group 6'»«p Op.'.REEr mi NYI o- RE_ to innovative PPO, POS,and shop to Fortune 500 giants count on NYLCare bc>"nus for a new CEO, he said
Operations and New san-1 Multi-option products Plus, You can count on us, too a rz;et(;rl::rlznn?zltlii:astzosu:)iﬁseeorﬁz ?Z
York Life's Sanus and HealthPlus managed care our ancillary coverages and programs make So if you are an employer seeking innovative come over to the company in ques-
subsidiaries The resulti A health benefits company NYLCare the single source for all health and alternatives and responsive relationships, call your ton,” he said
that is national in scope and capability. yet local m related employee benefits And for individuals agent, broker, or Insurance consultant, or your local N B?thMMrSLongneucke_r ?néi Ttihtﬂgt-
operations and responsiveness eligible for Medicare, NYLCare 65 means NYLCare office, or call NYLCare at 1-800-445-5015 psﬁcis ;e::rr:ﬁ;ecafs Ti:mso gf $1a0

milhon or less, which Mr Scammell

N Y I KA R EW said reduces the coverage's attrac-
tiveness for large companies

|11 HEALTH PLANS "Where key-man insurance is re-

IHlé/IO benetﬁts pf[{)vided,g¥dsgbsf\5dian$s Ele}#Y[Care Heal(t:h Plans Inc a sub?i,ttﬂaw ?f{\lgvy York Life insurance Company New York New York a”y valuable as a nsk management
ndemni enefits provide ew YOrK Lite Insurance Company or one of Its amliated Insurance companies H H "

bn1 l}loritg/%aro\ina 1\5( Calrt%abn)é [%_l{ke l(Jjnivter%itK‘{\(ALe%ial Cﬁntt%hag‘d He_althNSyst\t(etr)nka,r\‘e slr\a{te%ic parlne‘r)s in Willpath Community Heatih Plans Confid In health tool is for smaller companies” be-

en,’ arange o f neal enefit products .Care neai ians Inc New rh ew Yorl On I ence n ea Care cause |t prOVIdeS a ready source Of

cash at a crucial time, he said 1
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PBGC's pleasant surprise

Business
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employee benefit and managed health care news

Vice President/

Publisher/Editorial Director

IRTUALLY LOST AMID the breaking news of _

V recent weeks is a development that would have PX=& 1 11
seemed inconceivable just a few years ago the fed-
eral Pension Benefit Guaranty Corp 15 well on the
way to financial recovery

The PBGC's deficit, which had been as high as $2 9
billion as recently as 1993, fell to $315 million last
year If recent trends continue, the agency's single-
employer insurance program, which pays benefits to

liemtait{arminted-4nderiunded-plansthet

That's good news for the defined benefit plan spon-
sors whose premiums support the program Instead
of premiums escalating, as they have ever since the
PBGC was established in 1971, they could actually be
lowered, a possibility unimaginable in the early
1990s when the deficit was soaring by hundreds of
millions of dollars each y o4

To be sure, luck has played a role in the turn- BusidESS /45UBWLE-*56
around A booming stock market, for instance, has "
boosted the value of the agency's investment portfo- KMAZING RECMERY.

o many including increased funding Just last week, for

But more than luck is involved There is no ques- example, the PBGC hammered out an agreement un-
tion that the tough funding reforms Congress enacted der which Ravenswood Aluminum Co will contrib-
in 1994 also made a difference Under those reforms, ute an extra $40 million to its underfunded plans in ...« te Pusicner
employers with underfunded plans must accelerate exchange for a Swiss company being allowed to sell Editorial Cartoonist
contributions to those plans That not only means off a majority interest in Ravenswood's parent com- Adverhsing Director
better funded plans-and less exposure to the pany N
PBGC-it also means that employers will be more Those extra contributions will significantly im- ;?jf:txvf;z?fghﬁ::::;r
careful about increasing benefits knowing that they prove the funding level of Ravenswood plans-Cur- Distrid Managers
will have to pay for them rently the most poorly funded plans of any malor pri-

Also, several agency initiatives have made big fu- vate employer-and better protect the PBGC if the
ture losses unlikely Compiling its annual list of the plans ever were terminated
50 worst-funded plans generates such bad press that Combined, the legislative changes and agency's in-
some companies have improved funding Just to get itiatives have helped put the agency back In the role Classified Advedising Manager
off it Congress initially envisioned for It last-resort guar- Production Manager

And a program set up to monitor employers with antor of basic pension benefits-not dumping ground Director of Communications
underfunded plans has yielded 36 major settlements, for unwanted pension liabilities Promotion Coordinator
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Letters

Don't strike insurance for smaller manufacturers

To the editor In the March 18 issue of ness to printing and newspaper compa- agement of companies in the manufac- ADVERTISING
Business Insurance, the article "No In- mes Although there has been a drop in turing sector and particularly printing
surance Sold for GM Strike Losses" participation over the last 10 years, and newspaper companies
quite rightly states that strike Insurance there IS still significant demand for the Companies don't want strikes It is not COMMUNICATIONS
for large manufactunng corporations 8 insurance good for employees or business When a SUBSCRIPTIONS
not a realistic option But the same is Over the past 35 years, UIC and TIC strike hits m the printing Industry, the
not so for all corporations in the manu- have paid millions of dollars in claims to customer will take the product to an- Foundor
facturing sector printing and newspaper companies that other printer, in the newspaper busi-  , .i-man
_ For smaller manufacturing corpora- have been struck ness, advertisers will spend their money Vice chairman
tions in a unionized Industry or busi- Under the UIC program, there is a $1 in another paper President
ness, strike insurance continues to be a million per year per workplace limit of It has been the experience in the print- Chairman-execuhve committee
viable way to offset the financial impact liability Coverage is extended whether ing Industry, at least, that strike insur- Treasurer
caused by strikes or the threat of strikes a plant is totally or partially shut down ance puts employers on an economic par Secre,ary

Strike insurance, where it exists on a di- by a strike Benefits payable are for nor- with unions at the bargaining table This Execuhve Vice president-operations

rect market basis, iS, as the article notes, mal net profits during the strike period has resulted m fewer Strikes than other- vice president-production

basically tailored by specific businesses The senior vp with Johnson & Higgins wise might have occurred Circulation director

or industry niche who stated that a company with strike J Dennis Mollo
For example, United Insurance Co insurance "might not give a damn

Ltd and Territorial Insurance Co Ltd, whether workers walk or not" is tre-

both of Hamilton, Bermuda, have been mendously unfair to responsible man-
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Ohio employer taking wellness to heart

By ROBERT KAZEL

coLUMBUS, Ohio-A large
Ohio employer is discovering that
workers raised in the video age
will pay more attention to well-
ness information when it's deliv-
ered by television.

Columbus Public Schools is
sending out programming on
heart attack risk reduction to its
8,000 employees over an educa-
tional channel on cable television.
The program is a live broadcast of
a workshop discussing such car-
diac care subjects as heart attacks
and strokes, exercise, nutrition,
smoking, blood pressure and
stress.

"The logistics of running a cor-
porate wellness system are so dif-
ficult just by the sheer numbers,”
said Sally Joslyn, a nurse with the
school system and chairwoman of
its corporate wellness committee.
Television makes the material
more accessible. Weekly broad-
casts are after school and employ-
ees are encouraged to tune in for

what is known as "armchair in-
service."

For those who miss the shows
on the air, tapes of the programs
are widely distributed among the
school system's 141 buildings so
that staff can watch them on
video cassette recorders.

The schools received materials
for the cardiac wellness presenta-
tions free of charge through a pro-
gram called "Heart At Work," de-
veloped by United HealthCare of

Ohio in Columbus and the Ameri-
can Heart Assn. To date, about 20
companies in the Columbus area,
one with only 60 employees, are
using teaching modules developed
by the program, said Susie Wood,

health promotion coordinator for
United HealthCare.

The HMO trains volunteers
from participating companies to
teach heart awareness issues.
They need not have any back-
ground in health or human re-
sources, Ms. Wood said.

These volunteers have used the
materials supplied by "Heart At
Work" to help introduce exercise
programs, health screenings, risk
assessments, and wellness news-
letters, in addition to in-person
workshops with groups of em-
ployees.

ADEA

Continued from page 3
by) someone 60 years old being re-
placed by someone 40 years old."

In those areas where the defense
was available, more age discrimina-
tion cases will be filed, Ms. Luding-
ton predicted.

Benefil Beal

Quality guidelines

LANSING, Mich.-It wasn't an
easy assignment for 12 health care
purchasers and 12 providers
placed together in a room for
three recent meetings. Their unen-
viable task: come up with guide-
lines to encourage Lansing,
Mich.-area employers to purchase
health care based on quality-
without alienating hospitals, doe-
tors, consumer groups and unions
in the process.

The 10-page document that re-
suited last month fully satisfied
no one, said Frank Webster, exec-
utive director of the Capital Area
Health Alliance. However, it rep-
resented a huge step forward in
health care cost management for
an area whose largest employers
are General Motors Corp., Michi-
gan State University and the state
of Michigan. The group has 66
members, including purchasers
and providers.

The guidelines, which are de-
signed to spur employers to form
insurance buying coalitions to in-
crease their power in the regional
market, took nearly a year and a
half to produce, Mr. Webster said.
He credits himself, a hospital ad-
ministrator for 23 years, with
pushing the negotiating process
forward despite a high "anxiety
level” among buyers and provid-
ers. In addition, the appointment
of Cecil Mackey, an economist
and respected former president of
Michigan State, as group facilita-
tor lent seriousness to the group's
deliberations, Mr. Webster said.

"It was a very delicate balanc-
ing act,” he said, "It was very
hard to get it done, (but) you have
to begin somewhere."

The guidelines include the fol-
lowing:

- Health plans, working to-
gether with employers and pro-
viders, should reduce hospital
days per 1,000 individuals to be-
low 250 days in 1996 and below
225 days in 1997. The present rate
in the capital area is 309 days.

* For 1996 and beyond, provid-

ers should strive to reduce the

ated an anomaly, Ms. Conrad
pointed out: a suit by a 41-year-old
being replaced by a 40-year-old
would be thrown out, while a suit by
a 40-year-old being replaced by a
39-year-old could go to trial.

Even though the high court ruled
that whether the replacement
worker was in the protected class is
irrelevant, the age of the replace-

Although the court ruled that whether the
replacement worker was in the protected
class is irrelevant, the replacement

worker's age still matters a great deal.

"If people were really concerned
about the 4th Circuit's standard, the
standard is now out of the way" and
Inore lawsuits will result, agreed
Robin Conrad, vp of the U.S. Cham-
ber of Commerce's litigation center
in Washington. The chamber's litiga-
tion center wrote an amicus curiae
brief on behalf of Consolidated Coin
Caterers Corp.

"This is a good decision," she said.

The 4th Cirruit's decision had cm-

ment worker still matters.

Justice Scalia said that an infer-
ence of age discrimination "cannot
be drawn from the replacement of
one worker with another worker in-
significantly younger." Justice Scalia,
however, did not provide a definition
of the term "significant."

James O'Connor vs. Consolidated

Coin Caterers Corp., US. Supreme
Court; No. 95-354.

rate of Caesarean-section deliver-
ies to 20%.

- Hospitals and physicians
should use the same reporting and
monitoring system to track qual-
ity and cost data, whether this be
MediQual's Atlas system or Med-
Stat systems or a different
method. Health plans should help
support such a system through in-
creased reimbursements.

- Hospitals and health plans
should reduce hospital bed utili-
zation by 20% over the next three
years-5% in each of the next two
years and 10% in the third.

A guideline spelling out how
much health insurance premiums
should be reduced in the future
was deleted, Mr. Webster said, be-
cause "that just became too con-
tentious.”

Still, the guidelines will un-
doubtedly help employers in the
Lansing area become more edu-
cated about the options they have
in health care, he said. "What
we're'really trying to do is tell em-
ployers, 'Don't just sit and take
your annual premium notice and
pay it without asking any ques-
tions,' " he said. "What we're
talking about is public account-
ability, for the first time."”

Health incentives

More employers are rewarding
their workers for healthy behav-
ior, and penalizing them for un-
healthy habits. according to a new
study by Hewitt Associates LLC.

An analysis of data from 923
companies found that 37% of re-
sponding companies provide in-
centives to, or impose disincen-
tives on, workers in an attempt to
change their lifestyles. Desired
changes range from lowered blood
pressure to exercise, while behav-
ioral targets included obesity and
riding a bicycle without a helmet.

The report on wellness strate-
gies by Hewitt is the latest in a se-
ries of annual surveys that track
corporate health promotion.

The proportion of companies
using incentives and disincentives
rose to 37% from 35% in 1994,
though the upward trend appears
to have leveled somewhat, com-
pared with a jump from only 18%
in 1993.

More companies are moving to
this practice because employers
see it as an effective way of focus-
ing wellness tactics on partic-

ularemployees-for example,
those who don't use seat belts-

rather than spending resources on
broad-based measures such as
employee education, said Camille
Haltom, a Hewitt health care con-
sultant in Lincolnshire, lll.
"Employers are doing less in the
way of delivering information in
classes and workshops," she said.
Surcharges added to health pre-
miums of workers who are smok-
ers are by far the most common
disincentive, Ms. Haltom said.
Others now impose extra high
"personal responsibility"” deduct-

ibles on employees who demon-
strate risk, such as being injured
in auto accidents while not wear-
ing a seat belt.

"These are things the employees
know make sense," she said. "The
employer doesn't want to be the
health cop, but he wants to say to
the employee, 'We'll give you the
things you need for your health,
but you need to share in the re-
sponsibility.""

Copies of the Hewitt survey,
"Health Promotion Initiatives/
Managed Health Provided by Ma-
jor U.S. Employers in 1995," are
available for $50 from Camille
Haltom, Hewitt Associates, 100
Half Day Road, Lincolnshire, lll.
60069; 847-295-5000. THEI
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NCCI

Continued from page 2

NCCIl President William D.
Hager agrees with the proposed
change.
move carefully and prudently to a
for-profit format,"” he said in an
interview.

"The NCCI is facing stiff com-

petition everywhere in terms of its
he said. That in-

"l believe we need to

core business.”
cludes publishing numerous sta-
tistical reports, achieving and
maintaining adequate loss costs in
dozens of states, successfully
managing residual markets, as
well as lobbying.

Under its current corporate
structure, the NCCI is wholly
owned by its members and offers
no flexibility to participate in
large, jo-ntpartnershipsttat
would result in better products
and services, he said.

Currently, the NCCI offers a
wide variety of products and s.r-
vices, such as software for bench-
marking lost-time claims from 41
states.

As a partner, the NCCI could
bring to the table annual revenues
of about $130 miillion in 1996, up
from $125 million in 1995, Mr.
Hager said.

In addition, "l think the NCClI's
credibility would be helped by go-
ing for-profit,” which cont€E€m-
plates broader ownership and a
lessening of insurer influence, he
said. NCCI research has been crit-
icized as overly reflecting the
views of its insurer owners.

Discussions among NCCI direc-
tors are in "a very preliminary
stage" and no decision is expected

liz=ziizil....1
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for one or two years, he said. Yet,
NCCI managers have reported on
aspects of the proposal at the last
two quarterly board meetings.

If the board eventually agreed,
it would be expected to follow an
existing bylaw provision that re-
quires the NCClI's assets to be Eis-
tributed to insurer members on a
pro rata basis that reflects their
share of premium writings, Mr.
Hager said.

Several insurance executives
and regulators at the NCCI meet-
ing had mixed reactions to the

'1 think the NCCl's
credibility would be
helped by going
for-profit,’ says
William D. Hager.

proposed change.

John W. Smithson, chairman,
president and CEO of The PMA
Group in Blue Bell, Pa., said,
"That's fine." Competition forces
all independent businesses to fol-
low a profit incentive to deter-
mine its path, Mr. Smithson said.

Brian K Atchinson, president of
the National Assn. of Insurance
Commissioners, said he would re-
serve judgment.

He likened the NCClI's proposal
to conversions that some Blue
Cross & Blue Shield plans are un-
dergoing.

"l would simply want to be
more comfortable that it (the con-
version) is serving the needs of all
parties and not just, if you will,

potential stockholders,” who are
printarily concerned with earning
revenues, said Mr. Atchinson, who
is superintendent of the Maine
Bureau of Insurance.

William R. Berkley, chairman
and CEO of W.R. Berkley Corp. in
Greenwich, Conn., said the issue
is not whether a non-profit or
for-profit status is most appropri-
ate. "In general, the issue is: When

does an enterprise like the NCCI
have so much data and so much

information it is critical that it be
in the public domain?"

Gary Gregg, executive vp of
business markets for Boston-
based Liberty Mutual Insurance
Co., pointed out that quite a few
competitors are emerging because

the NCCI does not have an exclu-
sive franchise on the data.

"Where it (the proposal) is going
is very uncertain,” added Mr.

Gregg, who is a member of the
NCCI board.

It remains to be seen whether
other advisory organizations may
follow in the NCClI's footsteps.

Converting to for-profit status
is an option for the New York-
based Insurance Services Office
ISO contin-
ues to operate as a non-profit or-

Inc. For now, though,

ganization under Secticn 501(c)(6)
of the Internal Revenue Code.

ISO's insurer owners have made
even broader changes to its gov-
erning structure than the NCCI
did: ISO's board not only includes
non-insurers, it is dominated by
them.

As a matter of policy, an ISO
spokesman would not comment on
whether conversion to for-profit
status or any other issue is being

discussed. in=
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Work comp stays healthy

Last year was another healthy year for workers compensation insur-

ance, with preliminary estimates indicating a 103% combined ratio.
"After nearly a decade of poor results, the industry began to see a

turnaround in 1993, when the combined ratio fell 12 points to 109.1%.

The trend continued in 1994, when the combined ratio fell even further

to 101.4%. Although 1995 came in slightly higher, it is still an excellent

result," reports the National Council on Compensation Insurance of

Boca Raton, Fla.

Many of the system improvements took time, though better informa-

tion about cost drivers in recent years has helped some 30 states to

adopt laws that removed $3 billion in annual

workers comp costs since 1990.

Other measures behind the improved results in-

cluded increased rates, enhanced safety measures, f

managed care initiatives and antifraud programs,

the NCCI said.

"All of these efforts at controlling costs have

even resulted in rate decreases in many states as cost trends leveled

off," the NCCI said. For example, approved advisozy rates and loss

costs in 1995 were 3.5% lower on average than 1994 levels.
In addition, the NCCI found total workers comp premiums written
by private insurers were decidedly down last year.

Preliminary 1995 estimates show an 8% drop in premiums to $26.6
billion, down from $28.9 billion the year before.

"This is the sharpest drop since premiums began to fall in 1992," the
NCCI said. Overall, premiums are down 15% from 1991 volume.

Two programs have contributed to this drop in premium.

Large-deductible policies are a major reason for the decrease, said
Ron Retterath, NCCl's senior vp for actuarial services, underwrltmg

=m w m <2 —_— e e T~ e e = _

Large deductible policies-those with deductibles of $100,000 or
more-have grown dramatically since 1989, when they began to come
into use. Last year, an estimated $8 blion in policyholder retentions
under large deductible policies was recorded, the NCCI reports.

Employers and insurers both benefit from large-deductible policies.
Employers save up front through reduced premiums and by managing
their portions of the claim costs through loss-control measures, Insurers
save on taxes and assessments as well as through policyholders’ in-
creased incentive to control losses, the NCCI said.

Self-insurance also contributed to a drop in premium volume for in-
surers, regardless of whether an employer self-insured individually or

as a member of a group.

However, "the growth in group self-insurance may already have

slowed," the NCCI said.

Improvements in the traditional marketplace 6

are attracting employers to return, especially if they face assessments to
help pay a fellow-member's higher-than-expected claim costs.
Also contributing to the decline in premium volume were new state

funds, mutuals and aéomt underwriting association, ?lnce 1991, eight
such entities, removing about

mium from the private marketplace.

states have establishe

3'billion in

Other dampening influences cited by the NCCI include the continu-
ing movement to a service-based economy from a riskier, manufactur-
ing-dominated one and the emergence of other workers comp altema-
tives, such as combined health and disability policies.

Expansion

Continued from page 2
sions on a local basis,"” he said.
"Right now we're focused on Ohio."

Mr. Moen called the proposed deal
"a good opportunity to form an inte-
grated delivery system with only a
payer and a provider." He said that
providers inevitably will join to-
gether in network alliances with in-
surance payers as consolidation leads
to fewer hospitals and efficiency
takes precedence

"Most of our big non-profit com-
panies already are doing it, ' he said.

Still, this is the first time that a
Blues plan would be virtually ab-
sorbed by a for-profit provider-a
gamble for both entities.

"Columbia has done this incredi-
ble job of horizontal integration, pos-
sibly better than anyone has done
it," said Jay Williams, practice man-
ager for integrated health systems at
New York-based consulting firm
Towers PelTin. "The next step is ver-
tical integration. It's an aggressive
organization with capital laying
around, using it to contro__ the mar-
ketplace. But when they get into
buying) payers, they will suddenly
be competing with people they have

contracted with.”

Other consultants said that al-
though the line between providers
and payers is starting to blur, the
deal may signal that new economies
of scale in the health care industry
ultimately could lower costs.

"All this really needs to be re-
viewed in terms of a changing health

-By Meg Fletcher

care environment," said Todd Swim,
health actuary and capitation prac-
tice leader at Buck Consultants Inc.
in Chicago. "We all have to review
the historic functions between hospi-
tals and providers and managed care
organizations-all of these have to

be re-evaluated.”

Columbia's deal with the Ohio
Blues, far from weakening it in rela-
tion to its managed care customers,
in the long run will make Columbia
a stronger - hospital network, said
Don Gasparo, managing director of
Princeton, NJ.-based Apex Manage-
ment Group, a health care consult-
ing firm.

"You've got the insurance carriers,
you've got the doctors and the hospi-
tals and each of them in the past
had its own niche in the market of
what it's done,” he said. "Now the
big winners are those who can work
in partnership relative to the deliv-
ery of a strategic product.”

An earlier experiment in compet-
ing in both insurance and hospitals
failed when Humana Inc. exited the
hospital field three years ago.

Mr. Moen, who was a Humana re-
gional vp during its attempts at ver-
tical expansion, distinguishes the
two cases, arguing that Humana's ef-
fort was "the right strategy at the
wrong time." In those days, many
doctors rebelled forcefully against
managed care and feared Humana's
initiatives. Managed care is now so
pervasive, he said, that Columbia

will face fewer obstacles.
"l don't believe we'll have an exo-

dus of our physician partners," he
said. Tul

re4



YOU BIGGEST GLO :F.IL RISK MAY BE
"USING AN INSURER WITHOUT THE
FINANCIAL STRENGTH AND INT RM ED

. GLOBAL CA WIBILITIES OF AlG. .

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 AIG 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 meetyour 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 allyour needs, we've even created a specialized
division, AIG Global Risk. Only AIG 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.

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES / \ I G

American International Group, inc., Dept. A, 70 Pine Street, New York, NY 10270
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If you're racing through this issue of Business Insurance because you
"borrowed" it from a colleague, you should have your own subscrip-

tion. Then you'll be first on the list. You can take as much time as you
like with all of Business Insurance's exclusive worldwide news of loss

prevention, risk financing and benefit management every week.
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or Call 1 (800) 678-9595 Toll-Free.
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Defense cost ruling

is insurer victory

TRENTON, N.J.-Costs from gov-
ermnent-ordered remedial investiga-
tions and feasibility studies are not
defense costs and apply against the
limits in a commercial general lia-
bility policy, the New Jersey Su-
preme Court ruled late last month.

In a victory for insurers, the court
held on March 26 that such costs
are presumed to be of indemnity un-
less the polk*older can show that
the insurer would be unjustly en-
riched by making such an alloca-
tion.

It was the first time a state high
court has considered the issue, ac-
cording to the insurer-backed Insur-
ance Environmental Litigation
Assn.

In the underlying dispute, N.B.
Fairclough & Son Inc., a contractor,
and General Accident Insurance Co.
agreed the insurer would pay de-
fense costs and $100,000 to cover
damages from a fuel spill. The de-
fense costs were outside policy lim-
its. General Accident then paid
$100,000 for the studies and investi-
gations and sought a court order
that it had no further obligations.

The New Jersey Department of
Environmental Protection, which
pursued the case on behalf of the
small contractor, argued that the
costs for the studies and investiga-
tions were defense-related costs and
thus the $100,000 should not apply
against policy limits.

In its 23-page ruling, the state
high court rejected that character-
ization.

One outside insurer attorney said
the court was rejecting a request for
a "free ride" by policyholders.

"Insurance contracts provide de-
fined coverage, which cannot be ex-
panded by manipulating the charac-
terization of expenses. Remedial in-
vestigation costs are properly
viewed as indemnity costs incurred
to remedy environmental harm, not
as costs of defense," said Laura Fog-
gan of Wiley, Rein & Fielding in
Washington, who filed an amicus
brief in the case.

General Accident Insurance Co. of
America vs. Nezo Jersey Department
of Environmental Protection, No.
A-44, March 26, New Jersey Su-

preme Court.

$15 million settlement
in life insurer failure

TALLAHASSEE, Fla.-Key fig-
ures in the collapse of Guarantee
Secluity Life Insurance Co. will pay
$15 million in cash, securities and
property to settle fraud and civil
theft claims filed by the Florida De-
partment of Insurance.

The settlement, approved late last
month by a Florida circuit court,
calls for Mark C. Sanford, his wife
Margena and brother Robert to con-
tribute about $8.5 million in cash,
$3 million in securities, a Fort Lau-
derdale condominium, an island in
the Bahamas, a powerboat, seven
luxury cars and a 1959 Rolls Royce.

Mr. Sanford was president and
CEO of Transmark USA Inc, the
now-defunct Kentucky-based hold-
ing company for Guarantee Secu-
rity. He was a defendant in the law-
suit that names other former officers
of the insurer and seeks a total of
$90 million.

Robert Sanford was CFO of Guar-
antee Security and while Margena
Sanford did not work for the in-
surer or its parent, the suit charged
that she participated in activities
that led to the failure. Most of the
$15 million will come from assets
owned by Mark Sanford, according

to the Insurance Department.

The Jacksonville-based insurer
was found insolvent by more than
$300 million in August 1991. Earlier
last month, a Florida circuit court
approved a $100 million settlement
of a suit filed by the Insurance De-
partment against Coopers & Ly-
brand L.L.P., Menill Lynch & Co.

Inc. and the New York law firm
Shereff, Friedman, Hoffman &
Goodman (BI, April 1)

Quake rate increases

get preliminary nod

MENLO PARK, Calif.-If Califor-
nia regulatons' preliminary decisions
are upheld, State Farm Group will
soon be able to raise rates for earth-
quake coverage based on seismic
hazard-model projections.

An administrative law judge re-
cently gave preliminary approval to
State Farm's requests, which were
based on loss-cost analyses done
with software from Risk Manage-
ment Solutions Inc. of Menlo Park,
calif

Final approval is pending resolu-
tion of two small points unrelated to
the software, said a spokesman for
the company.

An administrative law judge had
spent 13 months reviewing oral and
written testimony submitted by
RMS. That scrutiny follows con-
cerns and inquiries about the mod-
el's validity by consumer advocates
and regulators in other states (Bl,
April 10, 1995).

Information in brief

Salem neurosurgeon Mark A. Mel-
gard has been appointed medical di-
rector for the Oregon Workers'
Compensation Division. He will
serve as state liaison with managed
care organizations and consult the
agency's staff on appropriate medi-
cal care for injured workers... All
California Division of Workers
Compensation rule-making will be
subject to administrative law proce-
dures designed to ensure public and
insurance industry comment on pro-
posed rules, under legislation signed
into law by Gov. Pete Wil-
son. Bermuda-based Mutual Risk
Management Ltd. has filed a regis-
tration statement with the Securities
and Exchange Commission for the
sale of up to 600,000 shares by a
subsidiary, Mutual Indemnity Ltd.,
and by senior officers and directors
of the company. [31i
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APRIL

APRIL 15-16. The Fourth Annual Prop-
erty & Casualty Claims Litigation Man-
agement forum in New York, sponsored
by the Institute for International Re-
search; $1,295. I[R, 708 Third Ave., 4th
Floor, New York, N.Y. 10017-4103; 800-
999-3123.

APRIL 15-16. Reinsurance Seminar in
Charlotte, N.C., sponsored by the Society
of Insurance Receivers and the National
Assn. of Insurance Commissioners; $300
for state insurance department staff, $500
for others. NAIC, Education and Train-
ing Department, 120 W. 12th St., Suite

1100, Kansas City, Mo. 64105-1925; 816-
374-7192.

APRIL 17-18. Mastering New Markets:
Business Opportunities in Environmental
[nsurance conference in Exton, Pa., spon-
sored by The Center for Environmental
Risk Management; $295. The Center for
Environmental Risk Management, Jacque
Kakareka, 520 Eagleview Blvd., P.O. Box

636, Exton, Pa. 19341-0636; 800-327-
1414.

APRIL 17-19. The 17th Annual Pet-
roleum Insurance and Environmental
Protection Conference in Houston, spon-
sored by the Professional Development
Institute, the University of North Texas
and Self-Insurance Resource Inc.; $545
Eor conference attendance only, $195 for
the April 17 workshop only, $645 for
both. Mary Ann Crow, Conference Cen-
ter, Professional Development Institute,
PO. Box 13288 NT Station, Denton,
Texas 76203-6288; 800-433-5676 or 817-
565-2483.

APRIL 17-19. Environmental and Chemi-
cal Exposure Seminar in San Francisco,
sponsored by the Defense Research Insti-
tute and Trial Lawyers Assn.; $495 for
members, $545 for non-members. DRI,
750 N. Lake Shore Drive, Suite 500, Chi-
cago, lll. 60611; 312-944-0575.

APRIL 18. APIVW Luncheon in New
York, sponsored by the Assn. of Profes-
sional Insurance Women; $35 for mem-

bers, $40 for non-members. Paula Gould,
212-345-6526.

APRIL 18. Reviewing Boiler and Machin-
ery Coverages program in Worcester,
Mass., sponsored by the CPCU Society;
$80 for CPCU membem, $90 for non-
members. The CPCU Society, 720 Provi-
dence Road, P.O. Box 3009, Malvern, Pa.
19355-0709; 800-932-CPCU.

APRIL 18. The Second Annual Breakfast
Seminar in Chicago, sponsored by the In-
surance School of Chicago and the Chi-
cago Assn. of Insurance Women; $35. The
Insurance School of Chicago, 175 W.
:ackson Blvd., Suite 2200, Chicago, Ill.
60604; 312-427-8528.

APRIL 18-19. Challenges in California
Workers' Compensation Symposium in
San Francisco, sponsored by the Califor-
nia Commission on Health and Safety
and Workers' Compensation; $150.
CHSWC, 30 Van Ness Ave., Suite 2122,
San Francisco, Calif. 94102; 415-557-
1304.

APRIL 18-19. San Francisco 11th Bien-
nial Marine Seminar, A Maritime Adven-
ture: Avoiding Disaster in San Francisco,
sponsored by Board of Marine Under-
wliters of San Francisco Inc, $185.
Board of Marine Underwritens of San
Francisco Inc., 233 Sansome St., Suite
706, San Francisco, Calif. 94104; 415-
782-1963.

APRIL 18-20. Mealey's Insurance Insol-
vency & Reinsurance Roundtable in
Scottsdale, Ariz.; sponsored by Mealey
Publications Inc, $925. Mealey Publica-
tions Inc., P.O. Box 446, Wayne, Pa.
19087-0446; 610-688-6566 or 800-632-
5397.

APRIL 21-26. The 34th Annual Risk &
Insurance Management Society Inc. con-
ference in Toronto; full-week until Feb.
16: $795 for RIMS members; $895 for
non-members; Risk & Insurance Manage-
ment Society Conference Department,
653 Third Ave., New York, N.Y. 10017-
5637; 212-286-9292.

APRIL 22. The Benefit Communication

Institute in Williamsburg, Va., sponsored
by the International Foundation of Em-
plc,yee Benefit Plans; $685 for members,
$775 for non-members. IFEBP, P.O. Box
69, Brookfield, Wis. 53008-0069; 414-
786-6710, exl. 257.

APRIL 23. Evaluating and Controlling
Lkad-Based Paint Hazards pingl-am in
Elmhurst, Ill., sponsored by the CPCU
Society; $80 for CPCU members, $90 for
non-membens. The CPCU Society, 720

Datebook

Providence Road, P.O. Box 3009, Malv-
ern, Pa. 19355-0709; 800-932-CPCU.

APRIL 23. 401(k) Plans From A to Z
workshop in Fort Lauderdale, Fla., spon-
sored by Corbel. $235. Also April 25 in
Orlando, May 21 in Philadelphia, May 23
in Syracuse, N.Y. Education Services,

Corbel, P.O. Box 47720, Jacksonville, Fla.
800-326-7235.

APRIL 23-24. The Flexible Benefits
Course in Brookfield, Wis, sponsored by
the International Foundation of Em-
ployee Benefit Plans; $510 for members,
$570 for non-members; Registrations De-

partment, IFEBP, P.O. Box E9, Brook-
field, Wis. 53008-0069; 414-786-6710, ext.
257.

APRIL 23-25. The Fundamentals of Pur-
chasing Reinsuranee Seminar n Dallas,
sponsored by the Reinsurance Mant»ge-
ment Institute at the University of Dal-
las; $595. Reinsurance Management Insti-
tute, Univensity of Dallas Stalion, 1345
E. Northgate Drive, Irving, Texas 75062-
4799; 214-721-5360.

APRIL 23-26. Implementing Job Mocifi-
cation in a Comprehensive Work Injuiy
Management Program in Kansas Cty,

-

DUat,666-6 1766-U/U,666, ttpl-11

Mo, sponsored by Advantage Health
Systems Inc, $500. Advantage Health
Systems, 920 Main St, Suite 700, Kansas
City, Mo. 64105; 800-279-0491.

APRIL 24. Securities Litigation |,oss Pre-
vention seminar in Chicago, sponsored by
PRMS Inc, no charge. PRMS Inc. 3401
Enterprise Parkway, Suite 430, Beach-
wood, Ohio 44122; 21€-766-5416.

APRIL 24. 1996 One-Day 401(k) Pro-
gram in Indianapolis, sponsored by Pen-
sion Publications of Denver Inc.; $225.
Pension Publications cf Denver Inc., P.O.

Box 24127, Denver, Colo. 80244; 303-
759-1004.

APRIL 24-25. Administering an Employ-
er's Workers' Compensation Program
seminar in East Lansing, Mich., spon-

0O, 13ZjO /19

sored by Ed Welch on Workens' Compen-
sation; $545. Also April 25-26 in Port-
land, Ore; May 2-3 in San Francisco;
May 7-8 in Minneapolis. Michigan State
University's Human Resources Education
and Training Center, 4990 Northwind
Drive, Suite 230, East Lansing, Mich.
48823; 517-355-9591.

The Datebook is compiled fin,n notices
sent to Business Insurance. Notices
should be sent at least eight weeks in ad-
vonce to Datebook, Business Insurance,
740 N Rush St., Chicago, lll. 60611-2590.
Please include the cost, if any, to attend
the meeting and il®,mation on regisb-a-
tion for intelested readers. Business In-
surance reserves the right to select meet-
ilzgs of most i,zterest to its readers and
cannot guarantee that notices will be
prbited

[
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By SARAH GODDARD

NOTTINGHAM, England-The
meaning of "partnership" de-
pends on which partner one asks,
especially when the principals are
professionals in
the insurance
industry.

Speakers at
last month's an-

AIRMIC

nual conference
of the Assn. of Insurance & Risk
Managers confidently told dele-
gates what a partnership is not,
but defining the concept proved

more elusive.

INTERNATIONAL
Exploring benefits of partnership

Industry players view ideal alliances
for improving risk management results

Within a true partnership, the
parties complement each other's
strengths and weaknesses, accord-
ing to Robert Heller, a manage-
ment guru who delivered a key-
note address. "Two or more heads
truly are better than one,” he said.

Mr. Heller cited as an example
the current management trend of
"teamworking." If members of a
team are not partners, then the
team will not function, he said.

Take successful teamworking a

step higher and it becomes strate-
gic alliances between businesses,
Mr. Heller added. This is where
the real growth is, with the aim of
building "a greater, better busi-
ness," he said.

He warned, however, of pitfalls
from confusing "partnerships”
with "mergers and acquisitions,"
in which the aim often is to cut
expenses by achieving economies

of scale.

Mr. Heller identified two types

of partnerships, which insurance
industry representatives said were
illustrative of potential or existing
alliances between risk managers
and the industry. The two are:

« The supplier/customer part-
nership, where suppliers are as in-
volved with an aspect of the cus-
tomer's business as the customer's
own staff. An example of this
could be the "umbilical relation-
ship" between suppliers of small
auto parts and vehicle manufac-
turers, Mr. Heller said.

- Arrangements in which one
side provides essential facilities
for the other, such as using a part-

ner to broaden the geographical
distribution of a brand or prod-
uct. Such partners could even be
rivals in other markets or prod-
ucts, but "competitors, even the
fiercest, make excellent bedfel-
lows where they have common in-
terests," Mr. Heller said.

It is the partnership between
policyholder and insurer that is
the key to risk management, ac-
cording to Dennis White, Zurich
Insurance Co.'s London-based
chief executive for the United
Kingdom and Ireland. But, Mr.
White added that "the responsi-
bility for managing risk must re-
side inside the organization that
owns or guards the assets or lia-

bilities and should not be dele-

See Partner on nert page

Forming a battle plan for risk

By SARAH GODDARD

NOTTINGHAM, England-There
are clear parallels between risk man-
agement in industry and the military,
says a former top U.K. general who
currently is a non-executive director
of merchant bank Robert Fleming
Holdings.

General Sir Peter de la Billiere, for-
mer commander of the Special Air
Service Group and commander of the
British forces in the Middle East dur-
ing the Gulf War, has learned numer-

ous management
lessons during his
distinguished mili-

AIRMIC

tary career which he
shared with attend-

ees of the Assn. of
Insurance & Risk Managers in Indus-
try & Commerce conference last
month in Nottingham, England.

Partnership is at the root of success-
ful management, which lends control
to help minimize risk, according to Sir
Peter.

In 1980, terrorists from Iran took
over the Iranian Embassy in central
London, taking 35 hostages. At that
time Sir Peter was in command of the
SAS, a group of highly trained troops,
which was enlisted to help free the
hostages.

As in any disaster management see-
nario, all the people who were likely to
be needed to make decisions-whether
about the risk to human life, the risk

to government or the risk to the coun-

Lloyd's attracts investors

By EDWIN UNSWORTH

LONDON-Foreign investors con-
tinue to line up at Lloyd's of London as
two more investors buy stakes in leading
Lloyd's of London's managing agencies.

Bennuda-based excess liability in-
surer ACE Ltd. has acquired for an un-
disclosed sum a 51% stake in Methuen
Group Ltd., with an option to buy the
remaining 49%. Methuen Group is the
holding company for Methuen (Lloyd's
Underwriting Agents) Ltd., a leading
Lloyd's managing agency. As part of the
deal, ACE has agreed to provide an ad-
ditional £50 million ($76.2 million) to
help support underwriting by Methuen
syndicates in 1997 and subsequent
yvears.

Brian Duperreault, chairman of ACE,
has been appointed chairman of Meth-
uen Group.

"The Methuen acquisition provides
ACE with increased access to the world-
wide insurance market through Lloyd's
of London," Mr. Duperreault said. He
added that the two companies look for-
ward to expanding and developing
Methuen's operations.

A Methuen spokeswoman said that

Partners, leaders
are key elements,
ex-general advises

try-met in an emergency headquar-
ters, in this case the Cabinet Office
Briefing Room.

Margaret Thatcher, then prime min-
ister, delegated the task of managing
the situation to then-Deputy Prime
Minister William Whitelaw, but with
three very clear guidelines: no terror-
ists were to leave the country; British
law was to prevail; and negotiations
were to continue as long as necessary.
Furthermore, the military could only
enter the embassy if two or more peo-
ple had been killed.

When it became clear the terrorists
were systematically Killing the hos-
tages, the SAS was given permission to
storm the embassy and free it.

Sir Peter identified three risk. man-
agement lessons from the siege:

* Decisions only can be made when

risks are known and responsibility for
them is taken.

- There must be a clear chain of
command.

» Risk management measures are
successful because of training, part-
nership and understanding-in this
case accumulated over a number of
years.

The Gulf War presented very differ-
ent risk management problems, both
political and military. Under the ban-

U.S. and Bermudian

money buys stakes
in managing agents

expansion plans include making "signif-
icant" acquisitions in the Lloyd's mar-
ket in the next twelve months.

Separately, U.S. venture banking fund
Warburg Pincus Ventures is acquiring a
26.7% stake in Cox Insurance Holdings
PLC; one of Lloyd's biggest managing
agencies.

Warburg Pincus' £21 million ($32 mil-
hon) investment is the largest to date by
a venture capital fund in the Lloyd's
market. Although it is conditional upon
the formal approval of a majority of Cox
shareholders, that looks like a formality
since holders of 78.62% of Cox's equity
already have accepted the deal.

Cox Chief Executive Michael Dawson
said the increase in capital would help
the managing agency to develop special-
ist areas of insurance in areas where it
already operates, such as nuclear and
other energy risks, general aviation, ma-
rine and industrial property, and take
advantage of various investment oppor-

ner of the allied forces, 32 nations had
to 'be brought together in partnership,
uniting ethnic, religious and cultural
differences.

There was the problem of deploying
650,000 non-Muslims in the heart of
Islam. Communication was the key in
explaining to the troops why they
could not celebrate Christmas while
stationed in Saudi Arabia, for exam-
ple. "People down the system must
know and understand the aim," said
Sir Peter, as well as the logistics, poli-

ties, technology and leadership.
AnNnd there is no substitute for face-

to-face communication. Whatever the
latest form of electronic mail, "it does
not eliminate the need to meet people
over the table,”" he said.

Also of great importance was com-
patibility at the highest level-in this
case between Sir Peter and General H.
Norman Schwarzkopf, the commander
of U.S. forces. "It only works if you
can get the chemistry right,"” com-
mented Sir Peter.

During his more than 40 years in the
armed services, Sir Peter has identi-
fied four fundamental principles of
risk management.

First, trust creates partnership. Sec-
ond, a clear chain of responsibility is
vital. Third, operations that seem too
risky must be avoided-or "it won't be
long before it all goes wrong." And fi-
nally, 'if you haven't the right quality
people, it doesn't matter how good
your tech-nology is, it ain't gonna

work."” Raall

Gennan companies with better risk management stan-
dards for fire and business interruption losses soon
may be rewarded with lower property insurance rates.

German insurers

offering rate cuts

Incentive for loss control

tunities at Lloyd's.

The infusion also will strengthen
Cox's balance sheet and provide an in-
creased level of dedicated underwriting
capital, which will help provide stability
in the future, he said.

By DON LEWIS KIRK

Germany's two largest commercial property insur-
ers plan to reward buyers for good risk management
with lower rates, though risk managers are taking a
"wait and see" approach toward the proposed cuts.

Both Gerling Group A.G. and Allianz A.G. Holding
recently said they will reduce property insurance
rates for buyers with good risk management, and
other German insurers are expected to follow suit.

Dietmar Nowak, a member of Gerling's executivd
board and newly designated head of worldwide in-
dustrial and commercial business, says his company
will introduce a new rating system by July 1.

With new evaluation criteria, he said he expects av-
erage premium reductions of 10% to 15% for Gerling
policyholders. Allianz plans similar rate cuts with its
own system, based on evaluations of individual risks,
which it hopes to launch this month.

By better distinguishing risks and applying more
specific evaluation criteria, such as loss exposure in
production processes and balance sheets, Mr. Nowak
said Gerling will be more flexible in setting rates.

Detailing Gerling's three-tiered rating system, he
said client risks will be evaluated and placed in one of
six risk categories, varying by types of products man-,
ufactured. Rates will be calculated based on a sched-

The investment will enhance Cox's net

assets per share because the 18.29 mil-
lion shares are being bought by War-
burg Pincus Ventures at 115 pence each
($1.75), an increase of 9.5% over the 105
pence ($1.63) at which Cox's shares were
issued in November 1995.

Warburg Pineus Ventures is a $2 bil-
Hon Delaware-based limited partnership
managed by E.M. Warburg, Pincus &
Co., a general partnership of investment
professionals. It has more than $700 mil-
lion invested throughout the United
Kingdom and continental Europe.

Cox last week also reported operating
results for the first time since its 1994
inception. For the six months ending
Sept. 30, 1995, Cox made a pretax profit
of £373 million ($579.3 million), up 25%
from £298 million ($475.3 million) in its
first four months ended March 31, 1995.
The periods are not strictly comparable
since Cox had only been operating 10

See Rating on next page
months as of Sept. 30, 1995. inl
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Partner

international operations "The par- confhet of mterest if the broker IS na for any successful business part-
ties are on two sides of a contract remunerated on commission," he nership includes trust, dedication, U K insulers and risk managers

DUat, te66 41/66U/U/Cle, tipill 6, .tt1tO/ 1,1

The recent disagreement between

with different, and possibly con- said "Advice from a broker on risk good communications and an ex- over employei s liability coverage is

Contznued from previous page

gated in full to a third party " true partnership in relation to the that reduced premiums and at the

fheting, oblectives There can be no management and risk financing pected share of the rewards

a good example of this process in
On the communlcations issue, "a action-the line of coverage has

Nevertheless, the " owner" or msurance contract or to any moo- same trme reduces the broker's dedicated partner will be prepaied been losing money for insuiers foi

"guardian" of the risk and the m- ated nsk management service pro- earnings does not seem logical"
surer "must work in harmony," he vided by the insurer "
said Mr White said his concept of

harmony includes data exchange, ceptions to this rule For example, nership within their own industry

to tell the othei party things that some time, but the situation cont:in-

It would seem ur.likely that bio- he/she might not be pleased to ues to detei iorate as awaids m-
However, he added, there are ex- kers could form a successful part- hear," said Mi White He admitted crease

that the insurance industry had a However, the coverage i emains a

loss prevention development and he cited a situation in which the in- But they have done just that, poor record of communication with legal requirement for employers "I

minimizing balance sheet nsks

surer is using the chent's distnbu- with the World Insurance Network risk managers, creating "a senous would suggest that both sides have

Brokers are not necessarily ex- tion network, such as cross-selling (Bl, Nov 6,1995), Mr Nixon said bar to endurmg partnerships " In- a problem and that the answer is to
eluded from the relationshlp, said relationships hke those between He identified four factors that are surers typically react in one of three sit down together to discuss and

Mr White, though he did not spe- Zunch and Swiss Bank Corp, and crucial to WIN's success
cifically identify brokers as m the French mutual insurer Les Mu-
tuelles du Mans Assurances IARD common oblective
and retailer Carrefour Group
This relationship between insurer gether on the project
and chent can take on partnership
status because the chent is not pay- since they all want the network to

ing a premium for the pohey, and succeed
the people receiving the benefit of « All the orgamzations InVOlved
partnerships? No, says the pohcy are outside the partner- are able to contribute to the project
George NiXOh. But, Messrs Nixon and White
Another example of insurers es- disagreed about the possibihty of

Business deals, yes. But
insurers and

= There Is no conflict of interest

policyholders in

ship, Mr Nixon said

tabltshing successful partnerships partnerships between insurers and .

with chents would include ex- brokers
partnership" with either pollcy- tended warranty cover sold through Zurich's Mr White referred to his
holders or insurers Instead, he said a chent's stores or property insur- company's long-term strategic
that "other parties,” hke brokers, ance paid not by the property goal of building lastmg partner-
"should enter the partnership if the owner but by its tenants ships with all of our customers and
customer is convinced they bring The common factor in all these distributors "
value and meet the entena hsted "

exceptions, he said, is that the ch- But Mr Nixon said his model of

However, a brokerage executive ent is outside any insurance con- partnerships would only encompass
rebutted the Idea that a pohey- tract
holder can truly have a "partner- Mr Nixon was more positive brokers worked together on a spe-
ship" with an insurer about the prospects for partner- clfic program or coverage facility,

"To my mind, if a chent is paymg ships between brokers and nsk such as arrangmg an insurance pro-
a premium to an Insurer and get- managers gram for a trade association
tng the benefit of a pohcy wording, However, he suggested partner- However, those partnerships can
then there IS a busmess relation- ships can only happen if the broker fail if any of the parties are less
ship--possibly a strong one-but IS remunerated on a fee rather than than committed, in which case the
partnership is not possible,"” said commission basis-a trend that has insurer/broker relationship falls
George Nixon, director of the Wilhs been growing recently in the U K firmly into the category of "close
Corroon Group PLC m London market business relations}up,” he said
and chairman of its European and According to Mr Wbte, the crite-

situations in which msurers and

"There is potential or perceived

Climate change a threat to insurersﬁgﬁ’gjﬂqgg 3

Industry must address global warming, scientist says
By SARAH GODDARD there w11 be long term internalnonal effects," he wrote
Stephen Riley, managmg director of Swiss Remsur-
NOTTINGHAM, England-Ftnancial services compa- ance Co U K Ltd, pomted out to AIRMIC delegates
mes-meluding insurers-must get involved m efforts to that there Stlll IS no definitive answer as to whether or
offset global warming if they are to have any future, a not the climate is changing But, he said, "we have a
scientist warns duty as individuals, as businesses, to weigh up the prob-
The Insurance industry has awoke to the threat of ma- abilities It is exactly the same as eating British beef™
lor losses from chmate change, said Jeremy Leggett, sci-
entlfic director of environmental lobbytst Greenpeace collapse of the international Insurance industry may
International, at last month's Assn of Insurance & Risk only be a breath away
Managers' conference Only two major events are needed to "enpple the m-
In the worst-case scenano, he said, global wamung dusty," said Eugene Lecomte, president of the Insur-
could lead to the insurance industry's collapse ance Institute for Property Loss Reduction in Boston
German remsurer Munich Reinsurance Co started the Mr Leggett desmbed that potential situaton as "a
debate within the industry in 1990, when it pubhshed a global msurance crash," which he said an mcreasing
techmcal study into the relationship between global number of insurers accept could occur if no action 15
warming and increased incidence of windstorms taken If the msurance Industry collapsed, he warned,
Smce then, what Mr Leggett descnbed as a "growing there would be "substantive knock-on problems m econ-
crop of bilhon-dollar losses from sus- ormes as businesses and homeowners are left unmsured,
piciously extreme windstorms, wild- unemployment nppling outward and severe strains on
. __fires and floods" have helped raise federal budgets as the expectation arises that govern-
AIRMIC insurers concern to the level that ment must step in"
they have become active m research- Both the scale and frequency of natural eatastrophes
ing and discussing global warming are mereasmg dramatically, said Swiss Re's Mr Riley
This interest culminated at the AIRMIC conference However, insurers stll need a greater understanding of
with the U K pubhcation of "Climate Change and the the natural hazards they face, with efforts devoted to
Financial Sector," edited by Mr Leggett, pubhshed by measurmg, quantlinng and managing those risks Over
Gerling Akademie, a unit of Gerlmg Konzern, and fea- the last five years, the information available has im-

tunng contributions by senior execubves from a number proved considerably, he said
of flnancial institutions

The natural disaster scenano that coula lead to the

Mr Riley added it is not just insurers but all partici-
Among the insurance representatives to contnbute to pants in the rtsk transfer chain who need this data-
the book are Andrew Dlugolecki, chief manager of U K particilarly since the rtsk is ever mereasing
insurer General Accident PLC, Frank Nutter, presi- Mr Riley outhned a number of measures that Insurers
dent of the Reinsurance Assn of Amenca, Carlos Joly, can take, from active recycling to lobbying governments
senior vp for environmental pohey and investments at m an effort to reduce greenhouse emissions
Norwegian insurer UNI Storebrand A/S, and Rolf Ger- And this is already happening The number of signa-
ling, president of the Gerhng Institute for Risk Research tones to the United Nations Environment Program's
Along with bankers and fmancial analysts who also Environmental Commitment by the Insurance Industry
contributed to the book, the Insurer executives ex- has more than doubled from the 23 companies that or*
pressed unanimous concern about human-enhanced inally put their names to it last November, said Green-
greenhouse effects on the climate, Mr Leggett said peace's Mr Leggett The commitment-signed by 1nsur-
General Accident's Mr Dlugolecla-who has been an ers from all areas of the world-puts climate change as
mdustry leader on global warming issues-was stark m a major concern of the organizations
his prediction "There is no doubt to me that weather In addition to lobbying and divesting from Industnes
patterns are changmg | am sure that climate change that add to the greenhouse emlissions problem, the finan-
will speed up | am also sure there wlll be major conse- cial services sector can also help build "clean energy”
quences for insurers And | am absolutely certain technologies hke solar power, he said

- They beheve they can work to- ket

ways to a problem, he said They ei- come up with a solution rather than

* The six brokers involved have a ther inciease the premium, reduce either side taking an advei sarial

the coverage or abandon the mar- (position) which eieates no solution
at all,” Mr White said

AIRMIC's annual conference

attracts 430 to Nottingham

NOTTINGHAM, England-More than 430 people attended the
Assn of Insurance & Risk Manageis' 1996 annual conference, held
at the University of Nottingham March 26-28

The conference theme was "Partnerships-Mirage or Reality”
and the risk management delegates iepresented a bioad cross-sec-
tion of industry and commerce

The risk managers were joined at the conference by brokers,
lawyers, captive managers, insurance company executives and
loss assessors

AMRAE-the French risk manager association-also attended,
along with the U K Institute of Risk Managers and British and
French risk management and insui ance students

Although the people attending the conference were mainly from
the United Kingdom, a number of othei countries were repre-
sented, including the United States, Bermuda, South Africa, Swe-
den, Switzerland, France, Belgium, Ireland, Malta and Germany

Next year's conference will be also be at the University of Not-
tingham, March 24-27

For more information about the 1997 AIRMIC conference, con-

tact AIRMIC, 6 Lloyd's Ave, London EC3N 3AX, 171-480-7610,
fax 171-702-3752

mean lower premium volume in the
future but fewer losses, Mr Nowak
said "The nsks we w111 keep will be
better risks We w111 be saying no k
poor risks That's the only way tc
Lastly, Gerling staff wall conduct remam profitable "
onsite mspections to evaluate chent German nsk managers, however
work processes, including produc- are viewing the insurers' rating
tion procedures, to pmpoint possi- plans with skepticism
ble loss exposures
"By identifying potential produc- proof that the changes really wiill
tion bottlenecks, we have an exact benefit chents, said Wolfram Ro-
picture of the possible effects of a hde-Liebenau, rlsk manager of Sie-
claim on busmess interruption,” mens A G "l cannot see anything
Mr Nowak said yet that really benefits buyers," he
Gerling hopes to distinguish itself said "Insurers wlll have to go their
from competitors by strongly focus- own way, especially in business in-
ing on improving safety and risk terruption, if they want to improve
management systems "If our poh- the system An absolutely new re-
cyholders do a lot for their risk sponse to good risk management
management, we'll do a lot for bet- has yet to come "
"Too httle is known about their

ule the Insurer is preparing

Announcements alone are no

ter rates,” Mr Nowak said Compa-
nies with nsk management depart- practical application," Karl-Helm
ments and specially trained staff Jaeger, director of BASF A G 's in-
may get rate cuts of up to 25%, he surance division, said of the lower
said property rating scheme
Manfred Blner, a member of Al- To really effect change, new rat-
hanz's management board, said he ing systems must be more than
expects German property insurance words, he said "If insurers really
rates to drop 15% overall in 1996 want to change something, they
Last year, Mumch-based Allianz should offer genuine discounts for
abandoned the general German in- companies hke ours wilhng to re-
dusti-lal fire msurance tariff, which tain more risk themselves
added fuel to a contlnuing price Its strategy of more selective un-
war (Bl, July 7, 1995) derwriting helped Gerhng to lin-
Alhanz plans to launch its own prove undenvriting profits by more
rating system in April with more than 10 million DM ($7 milhon) in
emphasis on less tangible risk fae- 1995, despite a 36% drop in pre-
tom like a poheyholder's knowledge mium volume to 483 million DM
of safety management, he said Al- ($3362 milhon) from 501 rmllion
hanz will expand its staff of engi- DM ($323 3 mtllion) in 1994
With an 11% market share, Ger-
individual basis The Insurer would ling is the second-largest German
not elaborate on its new ratmg sys- commercial insurer after Alhanz
tem "We have been accused of lacking
Germany's competitive market flexibihty in the past,” Mr Nowak
for industrial property insurance said "A rigid rating system led to
has led to rate 1 eductions of up to indiscmminate pricing and conch-
40% in some cases, which makes no tions, but with an appropriate de-
sense, said Gerling's Mr Nowak ductible and efficient safety man-
"Fire insurers continue to take agement, we are saymg clients can
losses The reaction of some market expect good insurance protection of
players is crazy " an international standard with eq-
Gerling's rating system may uitable conditions " =1

neers to evaluate risks on a more
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HELP WANTED HELP WANTED

CLAIMS MGMT OPPORTUNITIES UNDERWRITERS/AGENTS

$1001(+ A+ rated
So CA headquartered growing Com'IP&6° Brovﬂ

Carrier seeks strong Mgmt person to
head-up and direct 40 person claims dept

Claims Vice President
m pro\f’t i
EWCI-SEARCH
1-800-566-4578
Far 1-201-666-2642

Home OHice Claims Director/VP $150K+ . -
email gmegee@ix netcom com

Dynamic & expanding Com'l Carrier with
national offices seeks highly capable
home office VP Claims with proven & sta-
ble track record Attractive and affordable
east coast location

Salaries to $100,000+
Chicago Positions

Contact in confidence Bill Kirksey

ta;E AN fXSEY

038 EI mino Real, Suite 120
Carlsbad, California 92008

(619) 729-3773 Fax (619) 729-9429

. See you Apnl 21 thru 24 .
tri Toronto at RIMS!

Dir of Sdles & M a rketi ng (HMO 1000+ lives)
Pinduct Dev Mgr (Non/Qualified Pl,m)
Geup U/W Group Health & HMO
Pmpeity/Casualty Clain, Adjuiter,
Specially Risk - Group Aaident UAV
Esquire Personnel Ins. Div

222 South Riverside Plaza, Suite 320

INSURANCE PERSONNEL CONSULTANTS Chicago, IL 60606

»Stii 1963

R,

(312) 648-4600 or fax (312) 648-4637 elor

chS a cIaS%IftedrsClosm Pub devgn(
space an Runc rece mg lis P e
e]respo ses Mail ads to, Chery uer

HELP WANTED

PROPERTY ADJUSTER

Inngdnce f gtfj ylberef(%ding Public Adjusting Firm has opening for

an Adjuster with not less than 5 years expen
ence Experience required in Real and Person
al Property

Thirty five year firm concentrating m Com
mercial Property and Fine Dwellings Our

HELP WANTED

F&S Field Underwriter

PtUANS-Ado.f

b.ickground Jegree in finince or marketing
and willing t, travel 50% Territizy include
Arti,; i and .,uth.rn Nevada

g
ass |e VGI%OSDXC?

60611 For more mformat|on call 312-649-5340 or AX 312-649- 7799

must be m t % JMen ormb r grg @Jﬁer%ga% 6 dfeydﬁ

freet, |cago

REQUEST FOR PROPOSALS

REQUEST FOR PROPOSALS
# 96-140
PROVIDE MANAGED CARE COVERAGE
FOR INDIGENT RESIDENTS OF THE COUNTY
The Board of County Commissioners of Polk County a Political Subd|V|S|on of the State of

Flonda herein referred to as the BoCC shall consider rogosa s for providing managed
care coverage for |ndlient residents of the County The RFP process is a unique exercise

%T(é’fﬂitﬁﬁosfﬁéeﬁa‘ﬁﬁﬁpwn@%?%%?%ﬂﬁﬂﬂﬁﬁﬁﬂ AR

AW&@I&@HMQ@WAMACCOUM% lgpﬂﬁhmdu@%mmwwam%paﬂ heaﬁﬁﬂ%@magﬂ%ntstatus of County residents Proposal maK be obtained Plu contacting

.-__r, Applicant must have strong skills of polky

examination, client communications, damage
analysis and negotiations Salary and benefits
according to knowledge, experience and skill

FAX RESUME TO:
Stewart Shipper (810) 737-5195

GROUP PROGRAMS AND
ALTERNATIVE MARKET MANAGER

Southeastern Regional Risk Management Ser
vices organization requires experienced execu
tive to develop group programs of insurance
and or risk retention Applicantmust have t1
Egres 4 Mmmum Ereterence wil be
gwen to higher education in risk management
related academic achievements Applicant will
have at least seven years of practical risk man

paid r(trement plan P.a%.Hd riume w

Vice President
Human Resources
P.O. Box 1635
Milwaukee, WI 53201

I qu, 1 Opportunit) imploy.r

Rdelity/SuretyBondManager

A ew Yorkﬁ nhatta% office has
an exiellent opportunity for a

person with 8-10 years ot miscella-
neous and contract bond undenvnting
and narleting expenence Territory

includes New York state. New jersey
and soutiern Connecticut Travel

necessary to build volume

HELP WANTED HELP WANTED agement experience m the formation, manage Position requires management of
ment and production of group, accounts includ existing miccellaneous surety and
ing captive insurance companies, rent a captive fidelity b‘)ok while expanding into
and pooled rtsk retention programs Applicant the contract bond market De?ree in
will bea team dplayer with Ieadershrp qualities, finance ana marketing preferred

innovative an goal onented Salary gnd incen Beneﬂts include company car and

QX% prograns, alto supp rreg ywhgoo employ incentive. Send resume to

Vice President
Charles Warne,

) . Human Resources
Hewitt, Coleman & Associates, Inc,

P.O. Box 1635
Post Office Box 3665, Milwaukee, WI 53201
Greenville, SC 29608

Nqual Opportuntty Employer

Director of

Marketing

Trigon Administrators, Inc., a regional TPA, currently has an excellent
o gor}tﬁunlty for a Director of Marketing to work at our office headquarters
You mil be primarily responsible for coordinating the sales and marketing
efforts. as well as, renewals and priong In addition. you will be involved
with account management, budgeting and project management To

qualify, you should have a bachelor's degree m Business or equivalent

HELP WANTED

FOR SALE

work expenence, MBA desirable Requires 2 years of risk management
experience and 1- 5 years of account executive and sales management
experience Excellentinterpersonal, written and verbal communica:ion,

and negotiating skills are required
SALES REPRESENTATIVE

Medical Cost Containment Co seeking TEXAS P&C COMPANY
qualified managed care sales representa-
tive Candidate will identify prospects for CLEAN - MANAGEMENT

its leading edge manage carée product »» AVAILABLE
Career smon offering excellent oppor

tunity for.advancement with fast growing APESROXIMATE VALUE

resume
Crow Canyon Place, Suite 135, San Ramon, $2,500,000

CA 94583, or Fax to 510-355-1433

We offer a competitive compensation and benefits package For

- immediate consideration, please send your resume in confidence to
Dept LWR-96-0000201, Trigon Administrators, inc 2221 Edward
Holland Drive, Richmond, VA 23230 All resumes must be received by
Friday, April 19,1996 An Equal Opportunity Employer M/F/D/V

Trigon promotes a drug free workplace

X TRIGON

Tr,gon Administrators Call Thomas E. Draper

(713) 527-0444

INSURANCE AGENTS

BENEFITS ANALYST

The Insurance and Benefits Department at Micron |
Technology has an immediate need for a Benefits commercial property and casualty busi-
ness Licensed nationally Contact Larry
Analyst Successful candidate will conduct research, Cushman at 1-800-833 7690
assist in vendor negotiations and prepare reports with
a focus on financial analysis Analyst will also assist
Insurance and Benefits personnel In providing
customer service support to Micron team members

The qualified applicant will have six plus years Highly responsible and professional man- Employee Benefits Firm seeks experienced
experience in insurance benefits or health care agement position to coordinate, direct, sales pros In Health & Welfare or Pension

administration, in addition to a degree in a Business administratfoR0 A5 £3)"S8 fuRdie CBRRHTELC WifY SPAR°Br A Asate 18

Tired of producing business and not get-
ting paid for It) We will pay up to 75%
new and renewal commission for your

HELP WANTED

SALES CONSULTANT
DIRECTOR OF RISK MANAGEMENT BVROYEE REMRFS & PENSIONSERVICES
SERVICES
Independent, Fast Growing, Full Service

Attn Ralph Smith
P O Box 290485
Nashville, TN 37229-0486

Fax (615) 883-2780
See You At RIMSin Toronto Apn121-24!

Administration related field Extensive knowledge of Insurance potol programs (pro?ertylléa]bllLh%rowdad sendSthzggn(;eI tod CFBLI32801
Y, WOrkers: compensation, and nea range Avenue e rilanao
medical termlnology and claims payment procedures benefits) administered by the North Car-
required Strong interpersonal and research dma League of Municipalities with cur-
skills a must rent annual contributions in excess of $47
POSITION OFFERS A COMPETITIVE SALARY, AN EXCELLENT BENEFITS 70N i’;i:g}iﬂ:”:ﬂ?tfgﬁtz’;ﬁi‘zﬂ“g CoNSULTANT
PACKAGE AND THE OPPORTUNITY TQ BE PART OF A SUCCESSFUL TEAN e s et coor |0na ern ono A S |saconsu|l|n Specilizingn G
osition description fs not inclusive o ties that may oe required [P{%% rq! a% q ’JI&U Fw e\poa &ﬂ%
Flexibihly to work Svlgfetfit gmalugclude evenings and ea ue S xecutrve rec or an |ents improve operafional
serves as aliaison between the govern- performance Respon5|b|||t|es include
. mental units participating in the self- training, facilitating, strategic planning,
funded programs and the Board of and counseling/advising senior manage-
I V I I ( : RO N Trustees Bachelor's degree in business ment The successful candidate will pos-
administration, public administration, sess excellent public speaking skills, be
Insurance or refated field Minimum 10 able to analyze insurance and risk data
Years of progressively complex expenence and be able to communicate eﬁectlvely
To abpy. send resume (o et S e e e i el coed
Personnel, Micron Technology, Inc flve years' experience In a requirs approximately 50% ravel Inter-
8000 S Federal Way PO Box 6 MS707-TM supervisoryimanagement role Expenence ested James should forward resumes 10
Boise, Idaho 83707-0006 h governmental self-funded program
Jobline (800) 932-4991 « FAX (208) 368-4641 desirable Hiring range $67,577-$85, 900
See us on the World Wide Web at http //www micron com ggﬂi”gggﬁﬁ?:ﬁgﬁg‘i{‘;ﬁ;ﬂi?gﬂg‘fﬁ
Principals only EOE/AA Executive Director, North Carolina League

of Municipalities, P O Box 3069, Raleigh,
NC 27602, by May 10,1996 EOE

Aln

08?}1 % 8/4 I%g[ﬁ@&%ﬂgg Wémﬂt IC venu%n{jﬁr%@sacm@?

the Polk County Purchasing Division at (941) 534-0300 Each Proposal shallinclude one
original set marked original and nine copies with each set marked copy Proposal submit
tai shall be complete and provide a written response with the restatement of each ques
tion Proposals will notbeconsidered unless all requirements In RFParecomphed with as
comé)letely as possible or practicable Proposals are due no later than 500 pm, May 14,
1996 and shall be submitted to the Polk Count{ Purchasing Division, 2470 lower Lane,
Bartow, FL 33830 Proposal not submitted at the time and date specmed will not be
opened "and will be returned to sender Al questions and cIarlf cations shall be submitted
to Leanna AmEoIa Associates, A Foster Hi gsglns & Co, Inc, 191 Peachtree Street, NE,
Suite 3210, Atlanta. GA 30303 1765 g104 6 1743 There s a scheduled pre proposal
conference scheduled April 11, at 100 pm The conference |s located m Room 413,4th
floor of the Count Admmlstratlon Building, 330 West Church Street, Bartow, FL All pro

posers are encouraged to attend

REQUEST FOR PROPOSALS

NEW YORK CITY
1 HOUSING AUTHORITY |

PUBLIC NOTICE
-INVITATION FOR BID-

8%

Primary/Excess Property and
Boiler & Machinery Insurance 3

The NEW YORK CITY HOUSING AUTHORITY ("NYCHA") K
requests Proposals from qualified INSURANCE CARRIERS '
: for Prlma r}//Excess Property and Boiler & Machinery *
Insurarice coverages
1 Camers must be licensed in NY State with an "A M Best" raung 'Y'
of at least "A-' and a financial size categoryof at least class"X

5.s

Coverages are to become effective June 30,1996

Proposals shall be made in the format included in the :

Invitation For Bid packet contalnln? instructions, specification y
2" and detailed submission requirements Packets ma only be ,,

obtained from NYCHA's Property Insurance Consultant U

Alexander & Alexander, 1185 Avenue of the Americas, 34th

Floor. New York, NY 10036 In order to be ellglble completed *i

proposals must be received by 4 30PM on May 15,1996

All mquires for mformation regarding the Invitation For Bid are S 1
_ to be directed, in writing, to Andrew D Loughrane, Senior v
IGK!A Vice President. Director Real Estate Practice, Aléxander -

F'-*49\ & Alexander, at the aforementioned address
RIs*MB NYCHA IS NOT SOLICITING QUOTES FROM BROKERS
tffl'9!"™ Rudolph W. Giuliani, Mayor, City of New York

Rub6n Franco, Chairman, NYCHA

LEGAL NOTICE LEGAL NOTICE

IN THE MATTER OF THE ACQUISITION OF
ELECTRIC INSURANCE COMPANY
NOTICE OF HEARING

Pursuant to Massachusetts General Laws, Chapter 175, Section 2068, an appltcation
has been made to the Massachusetts Commissioner of Insurance bE the General Electric
Company, a New York corporation ("General Electnc) and General Electric Capital Assur-
ance Com an , @ Delaware corporation ( 'GECA"), for approval of a proposal to acquire
control of Elecric Insurance Company, a Massachusetts stock property/casualty insurance
company ("EIC") Approximately two-thirds of EIC'sbusiness consists ofcommerciallines
insurance wntten for General Electnc and Its ambates General Electric proposes to pur-
chase all of the common stock of EIC from the Wilmington Trust Company, as Trustee of a
trust the beneficiary of which Is Electric Mutual Liability Insurance Company, Ltd, a
Bermuda mutual insurance company in provisional liquidation pursuant to an or er of the
Sup reme Court of Bermuda Upon the closing of this proposed acquisition, General Elec-

The Commissioner will conduct a public hearing pursuant to Massachusetts General
Laws Chapter 175, Section 2068, to determine whether to ai)prove the proposed acquisi-
tion of control The hearlng will commence on May 7,1996 at 10 00 a m at the Division of
Insurance, Hearing Room A, 470 Atlantic Avenue, Boston Massachusetts 02210

The purpose of this heanng Is to afford all persons whose interests may be affected b
the ach|smon of control to present evidence, examine and cross-examine witnesses an
and in connect

fz ral and written argumen ther Wltht Fﬂnd?ctfnscovel&)(%

Ings In tne Same manner-as m the superior COU epa ment or the tnal court All dis-
covery Proceedmgs shall be concluded no later than 3 days prior to the commencement of
the public hearing

Any gerson who wishes to testify or to participate In the heannﬁ in any manner may do
so by submitting a Notice of Intent fo Participate, specifying whether he or she intends to
make an oral statement, present evidence or to cross-examine, to the Division on or before
April 30,1996 All other persons will be heard subsequent to those who submit such
notice Wrtten argument may be submitted at any time pnor to the conclusion of the hear-
Ing All submissions must be sent to the Docket Clerk, Ms Jennie Coax, at the Division of
Insurance, 470 Atlantic Avenue, Boston, MA 02210 and must refer to Docket No F96-2



Subway

Continued from page 1

Rumors, later denied by Sedgwick
James officials, were circulating
recently that Lloyd's of London
syndicates might have threatened
to withdraw from writing excess
liability insurance and reinsur-
ance on the project if the broker-

age had been dropped.
MTA Chief Executive Officer

Joe Drew did say that there were
related "legal concerns" about
switching brokerages in the midst
of the $1 billion class-action law-

The MTA saves $566,000

in fees under the

contract, which pays the
broker $5,024,416 over

threeyears.

suit that was filed by Hollywood
business and property owners las.
yvear.

As for Sedgwick, a spokesman
said, "As the broker for the ma-
jority of public rapid transit pro-
jects built in the U.S. since World
War |l, Sedgwick is pleased to be
working with the MTA."

Neither Willis Corroon nor J&H
would comment on their lost por-
tions of the MTA business. Other
area brokers planning to bid on
the contract, though, criticized
the MTA decision.

"l urge you to finish the (RFP)

process," said Ken Caldwell, vp of
the construction services unit of
Rollins Hudig Hall of Southern
California Inc., at the March 27
MTA board meeting.

"The insurance community has
spent $1 million responding to the
RFP," he said. "You owe us an ex-
planation of why you're doing
this.™

Any brokerage would have its
work cut out for it on the subway
project.

The project's primary CGL in-
surer, Argonaut Insurance Co.,
will not renew on June 30. The
loss of the insurance company
comes as liability claims pile up in
response to property damage
caused by tunneling through the
Hollywood Hills (Bl, Nov. 21,
1994).

Meanwhile, the subway project
is still without a risk manager,
since Abdoul Sesay resigned last
summer after an investigation
into MTA corruption found he

had accepted bribes from a New
York-based insurance consultant

(Bl, July 31, 1995). Mr. Sesay, who
had held the post since 1990, is
scheduled to be sentenced later
this month.

The consultant, John McAllis-
ter, president of McAllister & As-
sociates in New York, was in-
dicted Feb. 28 for making the pay-
ments to Mr. Sesay

The investigation into the MTA
project is continuing, according to
the U.S. Attorney's Office.

While Sedgwick currently is
looking to replace the Argonaut
coverage, it also is reviewing all

Markets

TPA firm buyout

SAN DIEGO-Swiss Re America
Holding Corp. and Thomas Howell
Group have sold their Gay & Taylor
Inc. and Ward-THG Division claims
management and adjusting entities
to a new company, Ward-THG Inc.

The primary shareholders of the
new company are Jeffrey Ward and
two investment funds managed by
Hartford, Conn.-based Conning &
Co., Conning Insurance Capital L. P.
Il and Conning Insurance Capital
International Partnership I[l L.P.

Ward-THG provides third-party
adjusting, property and casualty
field adjusting and catastrophe sup-
port to insurers, captives and self-in-
surers. Headquartered in San Diego,
the new company plans to aggres-
sively expand its 125-office network
through acquisition of local and re-
gional adjusting firms.

Mr. Ward, who headed the man-
agement buyout, is president and
chief executive officer of the com-
bined operation. He said the pur-
chase price exceeded $10 million.

Conning & Co. manages private

Florida

Continued from page 3

benefits was Unreasonable be-
cause it "has no relation to the
claimant's actual disability or
wage loss."

The court rejected those argu-
ments, saying the law does not
[imit access to the court and "re-
mains a reasonable alternative to
tort litigation. It provides injured
workers with full medical care
and benefits for disability and
permanent impairment regardless
of fault, without the delay and un-
certainty of tort litigation."

INn response to the argument
that impairment benefits based on
the AMA guidelines bear no rela-

equity funds for investment in mid-
dle-market insurance companies and

insurance services businesses.

Gallagher acquisition

ITASCA, lll.-Arthur J. Gallagher
& Co. has acquired Los Angeles-
based insurance agency The Levitt/
Kristan Co.

l,evitt/Kristan's 24-employee staff
will operate as a division of Arthur
J. Gallagher Insurance Brokers of
California Inc., under Dennis Kristan
and Dominic Ornato.

Headquartered in Itasca, lll., Gal-
lagher has 149 offices in five coun-
tries. Terms of the recent transaction

were not disclosed.

Liberty unit in Belfast

BELFAST, Northern Ireland-A
new Liberty Mutual Insurance Co.
division provides occupa-ional health
and safety consulting and training
services to companies and govern-
merit departments, as well as to mul-
tinationals operating in Northern

Ireland.

Tony Louden is the manager of

tion to actual disability or wage
loss, the court stated: "Physical
impairment is one accepted crite-
rion for measuring benefits, and it
was within the Legislature's dis-
cretion to utilize this standard.”

Workers comp authorities in
most states endorse the use of the
AMA's "Guides to the Evaluation
of Permanent Impairment” as a
key component in calculating a
worker's permanent partial dis-
ability benefits.

Experts view using such dis-
ability evaluation guidelines as a
way to reduce litigation, because
the guide-related component of an
injured worker's disability rating
is supposed to be objective.

In New Mexico, the state Su-

preme Court late last year agreed

Damage from

DUSwieS-6 1762;U/UNCe, Apill O, 1330 / «RJ

construction of the

subway has occurred
to buildings along

'1

Hol

Beverly Hills

Santa

Monica

Hollywood Blvd.

Los Angeles

Claims stemming from problems during the construction phase of the Los Angeles Metropolitan Trans-
portation Authority's subway line are partly responsible for changes in the MTA's insurance program.

aspects of the insurance program
and may make an alternative rec-
ommendation, said V. Wallace Ry-
land, president of Sedgwick's
Dallas-based construction ser-

vices division.

Transit agency officials attrib-
ute Argonaut's withdrawal as the
project's primary liability insurer
to rising legal fees and a deterio-
rating relationship between the
two sides (BI, Feb. 12, 1996). Ar-
gonaut officials were unavailable
for comment.

The insurer and the MTA, which
faces an abundance of lawsuits
over property damage (Bl, Nov.
11, 1994; April 3, 1995), disagreed
over whether to treat the subway
tunneling damage along Holly-

wood Boulevard as a single "oc-
currence.”

Liberty Risk Services-Northern Ire-

land in Belfast.
Its office is located at 58 Howard
Street, Belfast, BT1 6PJ. The tele-

phone/fax number is 01-23-231-
5866.

McLarens Toplis

CHICAGO-Effective May 1, Top-
lis & Harding Inc. and London-
based McLarens Loss Adjusters will
trade worldwide as McLarens Toplis.

Chicago-based adjuster Toplis &
Harding will change its name to
McLarens Toplis North America Inc.
The two companies had formed an
international adjusting joint venture
known as McLarens Toplis Inc. in
1994.

New Pru trade name

ROSELAND, N.J.-The Pruden-
tial Insurance Co. of America has re-
named its health and employee bene-
fits business Prudential HealthCare.

The new name will serve as the
brand name for all of Prudential's
health and employee benefits prod-
ucts, including its health mainte-
nance organization, point-of-service
and preferred provider plans, as well
as dental care, group life and disabil-

ity management services. mm

to hear a challenge to the consti-
tutionality of the AMA guidelines,
which the state adopted as part of
1990 reforms (BI, Dec. 4, 1995).
The case is still pending.

The impairment ratings also
were challenged as part of Texas'
workers comp reforms.

Although the ratings were
among features of the law found
unconstitutional by a state appel-
late court (BIl, Aug. 23, 1993), the
law was upheld last year by that
state's highest court (BIl, Feb. 13,
1995).

Kelvin Bradley vs. The Hurricane
Restaurant and Associated Indus-
tries of Ftorida Property & Casu-
alty Trust, 1st District Court of
Appeal; No. 94-3795.

Argonaut had asked the MTA to

raise its self-insured retention to
$1 million from $500,000 per oc-

The MTA has $2.5 million in
primary CGL limits from Argo-
naut and about $98 miillion in ex-
cess coverage from Lloyd's of
London and London market un-
derwriters. MTA officials say they
are confident they can maintain a
working relationship with
Lloyd's.

Six owner-controlled insurance
programs, similar to "wrap-ups,"
collectively provide $100 million
in general liability coverage, $60
million in design professionals er-
rors and omissions coverage and
$20 million in pollution liability
coverage to the hundreds of con-
tractors connected with the 30-

year, $200 billion public weorks
project.

Premiums for the coverages,
which attach above a $500,000
self-insured retention, total about
$50 million.

Just as Ernst & Young pre-
dicted, the MTA will save
$566,000 in fees under the new
contract, which pays Sedgwick
James $5,024,416 over the first
three years.

The brokerage contract will run
through subway project comple-
tion, which will not be until some-
time after the year 2000.

Meanwhile, the construction in-
surance portion of the RFP has
been withdrawn, though brokers
can still bid on placing insurance
coverage for the MTA bus and rail
operating activities. Eli
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| guarantee you witl learn morein less t,me with
The Burnham System - or your money back
Ray Burnham. CPCU. CLU. ARM
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Most Aspiring Conductors Would Give Their Right Arm
to Perform at Toronto's Roy Thomson Hall.

88'

Only Bl's Readers Would Advise Them to Check Their Workers Comp and Health Care Coverage First.

No one takes in a musical performance at Toronto's most important concert hall in
quite the same manner as Bl's employee benefits decision-makers, risk managers, brokers,
and insurance and reinsurance executives. While most members of the audience allow
themselves to drift away on the musical strains of the Toronto Symphony, Bl's readers are
always alert - ever mindful that, in any workplace, injuries and illnesses are out of har-
mony with an employer's business performance.

Because of their dedication to their profession, many of Bl's 155,000* readers will be

in Toronto this April for the annual meeting of the Risk and Insurance Management Society.

Still others will remain at home looking for the most effective ways to provide their work-
ers with employee benefits and protect their companies and clients from exposures. But no
matter where they are, they will all rely on Bl to provide them with the news, insights and
attractions from the conference's seminars and exhibits.

So while they're perusing our RIMS coverage, make sure these buyers of workers
comp, employee benefits, health care services, insurance and reinsurance are also focused
on the protective coverage and services you provide. Call to reserve space today. You

won't want to risk missing any of these issues.

Put your sales message center stage.
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a wider distnbutlon system and bet- among HMOs Competitors "now self in a financial positton to be one make an acquisition, so they may
B u yo u t ter access to large employers as well have land of an imphed mandate of the 10 national giants that are ex- have had to sacnfice some of their
as Aetna's marketing and admims- that they're gomg to have to develop pected to survive m health care, said objectives," said Watson Wyatt's Mr
Continued from page 1 tratlve expertise, said Joe Martm- this regional strength as well, and Mr Jamilkowski, an analyst at Con- Richter
0 2246 shares of Aetna Inc common gale, a principal with Towers Pemn the only way they could do that is ning & Co m Hartford, Conn "l believe that they may have im-
stock and 0 0749 shares of Aetna Inc m New York acquisition,"” said Ken Laudan, an For all the potential benefits from bally entered mto discussions with
mandatorily convertible preferred Aetna wlll get the expertise it analyst with Hambrecht & Quist in the deal, U S Healthcare may not smaller operations, perhaps that are
stock for each U S Healthcare share needs from what IS widely regarded San Francisco have been Aetna's first choice more geographically complementary
At the closmg prices immediately as one of the nation's premier man- "l thmk if | was a competitor I'd Many industry watchers were fo- than U S Healthcare," said Mr
before the deal was announced- aged care frms, he sald Aetna and be a httle bit mbmidated by this cusing on PaciflCare Health Systems Ward "For a variety of reasons,
$45 88 for U S Healthcare and other insurers that operate in many new gonlla on the block," com- as the expected takeover target Buy- those delays may not have come to-
$75 50 for Aetna-U S Healthcare markets find it hard to win as more mented Kwasha Lipton's Mr mg PacifiCare would have given gether and this may have been the
shareholders would get a value of employers seek out the best opera- Hickey He added, though, that adch- Aetna a significant presence in Call- nght transaction at the nght time "

about $57 for each share, or a 24% tion in each mdividual market bonal mergers probably would hap- fornia and in the Medicare arena Aetna does face several potential
premium Each share of Aetna Life This deal, though, would give pen anyway Buying U S Healthcare does neither roadblocks in the deal

& Casualty stock would become a Aetna "instant credibility” In all the With thls deal, Aetna may put it- "Aetna had to move quickly to See Buyout on net page
share of Aetna Inc stock markets in which U S Healthcare

Aetna Life & Casualty sharehold- operates, he said, as well as its ex-

ers would own 78% of the combmed pertise In areas hke contracting, con- W h at Wi I I d e a I m e a n to m e ?

company and U S Healthcare share- trol over providers, wellness and pre-
holders 22% Leonard Abramson, vention programs, outreach pro-

the c}nef executive and founder of grams and quallty assessment Emp'oye rs hope for m |X Of attributes , NO increase in COSt

U S Healthcare, would become "l think Aetna really bnngs more

Aetna Inc 's biggest shareholder of an employer focus," said Steve By MICHAEL SCHACHNER again, Aetna has been much bigger for us than U S
Aetna Life & Casualty and U S Richter, health care practice leader Healthcare The one thing that concerns me about this iS

Healthcare would retain their names for Watson Wyatt Worldwide m Los HARTFORD, Conn -Aetna Life & Casualty Co 's ac- that the secrecy of U S Healthcare wlll rub off on

and operate as units of Aetna Inc Angeles "l think they've been more quisition of US Healthcare Inc would significantly Aetna," said Ms Cleary

Aetna Chairman and CEO Ronald E sensitive to some of the larger em- strengthen Aetna's managed care operations, but The feeling among benefit managers is that by talang

Compton would keep those posts at ployers' administrabve needs " whether it wlll reduce the cost of the company's prod- on U S Healthcare, which is widely known to be a

the holding company Buymg U S Healthcare is ex- ucts remains to be seen, according to employee benefit tightly run, well-admimstered, profitable managed care
But 11 15 US Healthcare execu- pected to strengthen Aetna m the managers who currently contract with either or both of company, Aetna w]11 be able to get off the managed care

tives who would be the primary HMO market the companies learning curve it'S currently on and become an immedi-

leaders m the managed care bum- "Aetna's not considered a strong The deal would give Aetna greater geographic pres- ate managed care giant
ness Michael J Cardillo and Joseph player m the managed care ama, so ence and cross-selhng capabilibes But benefit managers This really shows a commitment to change Aetna has
T Sebastianelh, now co-presidents by aligning with U S Healthcare, are concerned that the high pnce tag, $89 bilhon, wlll not been real good m managed care over the past couple
of U S Healthcare, would hold the they're in a whole diferent game," ensure that the new Aetna is not a of years Now they have acquired a
same positions at Aetna Inc said Alhson Kalban-Gernett, a prm- cheaper Aetna true managed care company with
James W McLane, chief execubve cipal with Pnnceton, N J -based "Aetna historically has been a "You could see an in- products, administration and sup-
officer of Aetna Health Plans, plans Apex Management Group, a health high-priced suppher and even U S port that all work We hope to see
to leave the company soon, which care actuanal him ealthcare recently haS been sSur- Cthﬂ 0 <1 1#Ckness that flow into Aetna and we are
may indicate how committed Aetna Aetna, she said, has dabbled with- passed by others as a low-cost sup- also hoping for one combined pro-
is to having U S Healthcare officials out significant success In PPOs, pher A lot of money was spent here ...#om US. Health- vider network," EIS' Ms Page said
run the show HMOs and owning its own physician and I'm very concerned that two al- care's management.' ETS offers employees a self-m-
While Aetna offers a wide array of practices By contrast, U S Health- ready expenmve companies could sured POS plan that uses Aetna's
products, U S Healthcare concen- care has stuck with what has work agamst the consumer to re-
trates on HMOs Both companies are worked-its gatekeeper HMO coup their outlay,” said Helen Dar- Aetna, as well as U S Healthcare's
considered strong m the Northeast, U S Healthcare's systems for 1mg, manager of health plan strat- HMO She said employees have
although Aetna, which focuses on tracking information and its ability egy at Xerox Corp m Stamford, Conn been enrolling m the HMO m greater numbers recently
national account business, operates to keep prices low "creates a whole But, Carolyn Page, director of employee benefits with because of lower costs, but also because of poor adminis-
m more than 100 markets nation- new marketplace, | think, for Educational Testing Service in Princeton, N J, hoped tration by Aetna "Cost is a reason, but It'S not the only
wide U S Healthcare customers Aetna," she said that a larger Aetna wtll have more clout with providers reason Employees have indicated that they have grown
tend to be smaller busmesses and are "I expect that Aetna will be adapt- and wlll pass savmgs on to employers tired of Aetna's not always efficient administration"
concentrated m Pennsylvania, New Ing its product and its network more "In fact, I'rn counting on it," she said, addmg that a But, a New Hampshire-based beneht manager whose
Jersey and New York to the better defined, more successful 10% reduction in self-msured pomt-of-service and HMO employees only spanngly use U S Healthcare, said a
Combined, Aetna said, the compa- model that U S Healthcare has been costs by 1997 would be preferable company that's very big-hke Aetna Inc would be-may
nies wlll rank as one of the top three usmg for the last mx years or so " Slince venturing mto managed care m the 1980s, Aetna actually lall competition in a given region and be able to
providers of managed care plans- said Ms Kalban-Gernett has regularly attempted to become a stronger player but dictate pnemg to employers
HMOs, PPOs and pomt-of-service Aetna's managed care program is never succeeded m breaking tree from its roots as an m- "As insurers merease m size, the competative bidding
plans-in 13 states Connecticut, "very weak" in the HMO market, demnity plan insurer But now, it may finally have done process changes," said Diana LaChapelle, director of em-
Delaware, Georgia, Louisiana, New said Jack Doerr, group benefits prac- so, corporate benefits specialists said ployee benehts with Nashua Corp m Nashua, N H

Jersey, New York, North Carohna, tice leader for Sedgwick Noble They prechded that with a new upper management "Normally we bnng m several companies and they bid
Ohio, Pennsylvania, South Carohna, Lowndes in Chicago "They'll try team already m place that Includes U S Healthcare's against each other But if one company controls an area,
Tennessee, Texas and Virginla and shrft as much of (its HMO bum- two co-presidents, It IS hkely that employers that have pncing wlll change, and probably negatively for employ-
Mr Compton said that key fea- ness) as possible into existing U S Aetna HMOs or preferred provider organizations or use ers"
tures of the new company would m- Healthcare locations," and where the company's managed care network for msured or Xerox's Ms Darhng agreed that Aetna's newfound
clude a national presence, two there are not already locations, such self-insured POS programs wlll see improvements in ad- size could work against employers "We've made prog-
strong brand names, adeptness at as on the West Coast and m most of ministrative efficiency ress in managing costs and gettmg the mdustry account-
serving multi-site commercial cus- the Midwest, it WIII develop an ex- "U S Healthcare has always been a small, lean and able for quallty, but it has been the employer's push that
corners, high-caliber medical man- pertlse based on former U S Health- quick company that focuses on what customers want in has caused that The health care company's job is really
agement, outstandmg retall market- care management, which is some- a laser-like way," said Xerox's Ms Darling "You could to make money for shareholders, so we're sort of at odds
mg capabillties, top quality measure- thing Aetna has had a "very difficult see an mjection of quickness into Aetna from U S here and | worry that a larger Aetna could work against

ment and analysis, an outstanding time doing at this point " Healthcare's management " the consumer"
clinical information system, geo- By acquinng the sort of "leading Conversely, employers that have been with U S For James River Paper, Ms Cleary said the company
graphical diversity and strong Medi- edge apphcation expertise" that it Healthcare may find that it now acts more dehberately w111 probably not be affected by the merger as much as
care growth opportunltles, along has lacked, Aetna could move to the and responds better to customer complaints other companies Because about 50% of James River Pa-
with a "dream team" of U S Health- forefront of managed care, said Ran- Employers that contract with U S Healthcare also are per's 25,000-person workforce is located in rural areas
care executives to run the business dall K Abbott, managmg director at hoping the merger willl result in them receivmg more in- not serviced by Aetna or U S Healthcare, or any man-
He called the deal a "once m a Alexander & Alexander Consultants formation about how U S Health- aged care company for that matter
bfetime" chance to create a model in Lyndhurst, N J care pnces its plans If this occurs, service improvements resulting
for exceptional care for customers U S Healthcare, for its part, has it hkely wall be spurred by current As insurers increase from the merger wall be hmited

and super'or value for shareholders been styrrned by its limited geo- Aetna executives Basically, we're the type of com-

Market observers generally called graphe scope, he said "As more and While Aetna has always openly in SiZe, the COmpeti- pany that in many instances has to
{ e deﬁl good for both companaas, %ore organizadions look to, .natior‘ha_\I communi%ated to ﬁﬂ]'ployers wrere . . . bite the bullet, go mdemnity, and
ough some were surpnsed at the managed care solutions, they have their health care dollars have gone tive bidding process  ask actna to do utilization review

high pnce oeen hard-pressed to offer solu- and how much profit Aetna has Changes.' What can you do in a one-hospital
The whole will be greater than the tlons " made on them, with U S Health- town?" she asked
sum of its parts, said John Hickey, a Employers could see lower pnces care, the story has been diferent
principal with Kwasha Lipton if the deal goes through, at least in Benefit managers said they have mg any more tools in these areas
LLC m Fort Lee, NJ the long nm (see related story) been left m the dark about how than Aetna has now," she said
U S Healthcare IS very aggressive The deal rmght also accelerate much profit U S Healthcare has earned from group But overall, Ms Cleary said Aetna is gaining a partner
m controlhng costs and "pretty ag- health care mdustly consohdatton busmess and they hope that now by being part of Aetna, experienced in runnmg HMOs, while U S Healthcare is
gressive" in monitonng provider per- "It's bound to spark more actlv- U S Healthcare wlll release more information getting a partner with "marketing strength and big
formance and quality, he said Aetna 17," said John Ward, CEO of Cincin- "Don't get me wrong when | say this, because | know bucks It definitely helps Aetna push down the spectrum
is strong in member service and in natn-based Ward Emanciat Group I've saved money with U S Healthcare, but their propn- toward HMOs and I'm sure they view it as a real Jump
keeping participants informed and "There are other life insurance etary contracting and unmlimgness to divulge what they start on top of shedding real estate and property/casu-
educated and has "user friendly" companies that are looking to make do with our money has always left me not feellng npped alty "
customer reps mvestments m the managed care off but wondenng just how much profit they're making Lastly, there is concern among benefit managers about

After some initial bumps m the business," he said "They may or on us," said Noreen Cleary, manager of health care with the melding of two radically different corporate cultures
merger road, Mr Hickey said he ex- may not choose to make a big invest- James River Paper Co The Richmond, Va, company of- "They're so different that | find it hard to imagine a
pects the company to become "a ment to follow sult, but at a mini- fers US Healthcare's HMO and a self-Insured POS plan meeting between Aetna and U S Healthcare executives
very powerful, efficient player m de- mum it wall cause them to revisit that uses Aetna's provider network to employees m re- One company (Aetna) has been an expensive, huge insur-
hvenng health care on behalf of plan their strategy Just by the sheer size gions where those plans are available ance company committed to quallty management, while
sponsors " of the transaction” "l do feel hke we should be let m on what they're the other has been virtually the opposite,” Ms Darling

U S Healthcare mll beneht from It may also spark merger actlvity making Aetna has alwa>s informed me of this, but then said
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Other, less tangible differences think are going to have a culture

might also have to be resolved shock when they run into their

Buyout

Continued from previous page
For one, it w111 have to combme are, m a word, obnoxious,"

"From an employer's perspective, counterparts at U S Healthcare
U S Healthcare's marketing reps Stephen E Caulfield, managing
' said dliktor at William E Mercer Inc 's
two different types of companies, Apex's Ms Kalban-Gernett "They're health care provider consulting prac-
one pnmarily an indemnity company aggressive, they're very, very pushy tice in Boston, called the situation a
and the other an HMO m terms of getting new business" "real head-on conflict” He charac-

Despite moving mto managed Aetna does not have that reputation tertzed the corporate culture of U S
care, Aetna "has been focused on in- And, while it has a fine network of Healthcare as one of market share
demruty, managing pnce cycles, pay- providers, U S Healthcare is not as dominance, aggressive negotiations
mg claims," said Larry Mayewski, flexible or open-ended as Aetna w with providers and extraordinary in-
senior vp at A M Best Co m Old- terms of what it WIIl provide cover- terventionist management "Aetna,
wick, NJ

HMO experts tend to place a bend,

age for "They are less likely to by contrast, IS ditfuse in its market
" she said "My expectation is concentration, operating in more
greater premium on managing the there’'ll be a lot of people who are than 100 markets, certainly not ag-
health care dollar and marketing the waiting for some of the U S Health- gressive m its management style, and
product as a cbscrete health services care rough edges to be smoothed has sought to enter the managed
product rather than a financial ser- down by Aetna "
vices product A&A's Mr Abbott observed, "The cian management practices"”
Historically, it has been difficult to U S Healthcare environment ts a Weighting the management
reconcile the two approaches, said very entrepreneunal, very aggressive, heavily toward U S Healthcare gives
Michael LeConey, an analyst with very outwardly focused marketing the company a better chance to sue-
Coleman & Co in New York organization Some of my clients ceed, Sedgwick's Mr Doerr said
Unlike most other indemnity ill- have termed U S Healthcare people The key wul be "letung U S
surers, though, Aetna already has as being too 'in-your-face,' obnox- Healthearedo what It does best and

care market by acquisition of physi-

managed care people, rather than in- lous" Aetna "is still a Hartford- letting Aetna do what It does best
demnlty experts, runmng its man- based, lvy League-style insurance and at the same time looking for
aged care business m some fairly company," he explained "And even synergies and minimize disruption-
large markets, said Doug Sherlock, though Aetna Health has become a and that's critical, because clients
president of Gwynedd, Pa -based more aggressive organization, there don't want disruption,” said A M

stock analyst Sherlock Co are stlll an awful lot of folks that | Best's Mr Mab ewski =11

The men behind Aetna INnc.

By MICHAEL SCHACHNER

Aetna Inc , the managed care gl- N ew Aetn a reg i me
ant that would be created by
Aetna Life & Casualty Co 's

planned $8 9 billion purchase of

Ronald E. Compton
Aetna Life & Casualty chairman and
CEO would be head of managed care
giant Aetna Inc.

U S Healthcare Inc, would be
headed by current Aetna Chair-
man and CEO Ronald E Comp-
ton

Mr Compton's two right-hand
men will be U S Healthcare Co-
Presidents Michael J Cardillo and Leonard Abramson

Joseph T Sebastianelli They will
hold the same titles at Aetna Inc

Credited with making U.S. Healthcare
a leading managed care company and
engineering the $8.9 billion deal, Is to

act as consultant to Aetna Inc.

and will be part of a four-person
team that will plan for the inte-
gration of the two companies' sys-

tems and workforces

Absent from Aetna’s senior

Joseph T. Sebastianelli
management team, however, is
U S Healthcare's founder and

Co-president with Michael J. Cardillo,
is to assist Mr. Compton in integrating
the two companies.

chairman, Leonard Abramson,
who engineered this deal and has
a colorful past in the health sare
industry

Mr Abramson, 63, who founded
one of the country's fiist managed

GRAPHIC BY JOHN HALL

care companies in the 1970s, the company's short-term future health care company in terms of
which later became U S Health- and then may retreat into retire- service and quality " He empha-
care, will assume a seat on Aet- ment sized Aetna will have a national
na's board of directors but will Or, he could play a very active presence, two strong names, the
carry only the working title of part in Aetna's future best medical management in the
consultant to Mr Compton "l think he will stay on and play industry, top-quality service and
Mr Abramson IS widely consid- a role in Aetna's immediate fu- strong Medicare growth poten-
ered to be the man who made U S ture He's done too much to turn tial ™
Healthcare a leader in the East the rems over to someone else and The company's array of man-
Coast HMO market not have any input,” said Larry aged care plans will cover 10 3
His hands-on management style Mayewski, senior vp-life and million people
defined the company and his com- health at A M Best Co in Old-
mitment to capitated contracting wick, N J

I m sure he's comfortable with coverage from the new combined

Overall, 23 million people will
receive sorne fornn of nealth care
with providers and gatekeeping
has become a model for success at the management team because he company
other HMOs appointed the two U S Health- But will the company assume

But, as a consultant, exactly care guys, but for at least a couple more of the characteristics of
what Mr Abramson's role will be years he'll be around to shape it Aetna or U S Healthcare? Will it
at the new company is a bit of a He's probably not ready to walk push tightly managed HMO prod-
mystery away just yet,” Mr Mayewski ucts or will it continue to have a
While Mr Abramson could not said sizable percentage of members in
be reached for comment on how But, Edward Keaney, an analyst unmanaged or lightly managed
actively he will provide manage- with VVolpe, Welty & Co in San indemnity plans?
ment expertise and advise offi- Francisco, said Mr Abramson's Mr Keaney said the answers
cials at the new company, accord- role at the new Aetna will be de- can be found in the numbers
ing to aUS Healthcare spokes- termined by how smoothly the in- In 1995, Aetna Life & Casualty
man, Mr Abramson will be "in- tegration of the two companies overall recorded $474 million in
volved" in the new company's fu- goes and how well the company net income from $13 billion in
ture performs over the next 18 months revenues Meanwhile U S Health-

Once U S Healthcare share- "l think he'll stay mostly out of care posted $381 million in earn-
holders receive Aetna stock for the picture if the combined com- ings from only $3 6 billion in reve-
their holdings, Mr Abramson will pany succeeds But if Aetna stum- nues
take almost $500 million in cash bles badly or he feels the qualities Based on these earnings-to-rev-
from the deal and will be Aetna of U S Healtheate are not being enues ratios, "If the new Aetna
Inc 's largest Individual stock- utilized, he could become quite doesn't become more like U S
holder vocal," Mr Keaney said Healthcare than the old Aetna,

Health care industry analysts
speculated that Mr Abramson Compton said Aetna Inc 's objec- ing nearly $9 billion to acquire

could be involved only in molding tive is to "become the leading it," he said M

In announcing the deal, Mr than there was no reason spend-

Updates

Blast furnace cost unknown

PITI'SBURGH-US Steel Group officials are stlll seeking the cause
of an Apnl 2 blast furnace "breakout" that cnppled the facility respon-
sible for half the iron production at the company's Gary Works plant
m northwest Indiana

A USX Corp spokesman could not estimate whether damages from
tne mishap would be msured or how long the furnace will be out of
service Whether any property or busmess interruption coverages are
tnggered "may depend on the extent of damage and the outage," a
spokesman said

Three people were injured when molten iron poured through a wall
of one of the plant's four blast furnaces and caused a secondary explo-
mon when it hit water on a floor below The furnaces produce the mol-
ten iron that is a key component of steelmaking

Separately, U S Steel reached a $106 million settlement last
Wednesday with the Indiana Department of Environmental Manage-
ment over alr pollution problems at the Gary Works The U S Steel
spokesman said the settlement Includes a $6 mihon fine and an agree-
ment to make $100 milhon m capital improvements that wlll bring
plant facilities Into comphance with clean air requirements The com-
pany already has spent $90 million over the past two years on alr qual-
ity improvements at the plant

Asbestos exposure suit OA a

NEW YORK-A Metro North Commuter Railroad worker can sue
the railroad for asbestos exposure even though he has not suffered any
111 health yet, a federal appeals court has ruled

The demon last week breaks new ground in asbestos cases, though
it is consistent with rulings in other personal-injury cases where emo-
tional distress can be deemed a bodily injury, attorneys say

The 2nd U S Clrcult Court of Appeals overturned a federal distnct
court ruling that the suit only could be brought when medical harm
had been suffered by the worker, Michael Buckley

Mr Buckley and 140 other workers now willl be able to sue Metro
North for the cost of annual medical check-ups and compensation for
emotional distress The workers had been m daily contact with asbes-
tos while worlang m tunnels under Grand Central Station in the mid-
1980s and had worked without any protective equipment, said the
workers' attorney, Charles C Goetsch, an attorney with Cahill Goetsch
& DiPersia m New Haven, Conn

"It is a groundbreaking decision because it allows a railroad worker
who has had massive exposure to asbestos, which results m an in-
creased nsk of developing a disease, to receive damages for medical
monitoring and emotional distress," he said

The ruling is consistent with other ru,ings in New York where emo-
tional distress consbtutes bodily Injury, said Matthew Jacobs, a partner
at Kirkpatrick & Lockhart m Washmgton

Railroad workers, who are governed by a federal compensation pro-
gram, generally can sue their employer more easily than workers sub-
ject to state workers comp statutes

Cat frequency at record high

RAHWAY, N J -The first quarter of 1996 IS m the record books for

the highest frequency of catastrophes, according to the Property Claim |

Services division of the Amencan Insurance Services Group

The PCS recorded 11 catastrophes dunng the first three months of
1996, surpassing the previous record of 10 m the same penod in 1994

The first three months of this year did not, however, set a record m
terms of catastrophe-related insured property damage, PCS says
Weather-related catastrophe caused an estimated $25 bilhon m in-
sured property damage, which makes this year's first quarter the
third-costhest first quarter on record The first quarter of 1994 remains
the costliest on record, with $145 bilhon in msured property damage,
stemming largely from the earthquake that devastated the Northndge
section of Los Angeles

According to PCS, catastrophes struck 40 states dunng the first
three months of the year Pennsylvania sustamed the most catastro-
phe-related damage, with $350 nulhon m insured property damage

Briefly noted

Standard & Poor's Corp has lowered ItS rating of Sphere Drake In-
surance P.L.C. and Sphere Drake Insurance (Bermuda) Ltd to BBB
from BBB+ followlng reserve strengthening that led to an $18 milhon
net loss (BI, Jan 22) Meanwhile, A M Best Co, which had placed the
companies under review, affumed its B++ ratings for both Acm
Corp. completed the sale of its two units, The Life Insurance Co of
Virginia and the Union Fldellty Life Insurance Co, to GE Capital
Corp The sale of those units is expected to generate $12 bilhon (B,
Jan 1, Oct 2, 1995) New Meaco abolished its solvent second injury
fund late last month to avoid deficits that have plagued other states
The fund compensated disabled workers who inJure themselves agam
while at work Lloyd's of Indon has reached a one-month stand-
stlll agreement with the North Amencan Secunbes Administrators
Assn Both sides plan to discuss Lloyd's attempts to draw down on
U S members' lett:ers of credit and eight states' secunties lawsuits
against Lloyd's (Bl, Apr11 1) Ralph Sharpe, managmg director of
Archer Group Holdmgs PLC, msigned as director of all Archer com-
panies last week His positions mcluded that of managing director of
Archer Managing Agents Ltd, which manages more than £400 milhon
($6212 milhon) of capacity for 1996 In a statement, Mr Sharpe said
he resigned to pursue opportunities that may anse during Lloyd's re-
newal and reconstruchon period Michael G. Woll was named execu-
tive vp and chief operating officer of Aon Re Inc m Chicago A se-
nes of explosions and a fire on Apnl 1 rocked a Shell Oil Co. refinery
m Martmez, Callf There were no inJuries Shell would glve no insur-

ance mformatton and said the extent of damage has not been deter-
mmed



all claims would be paid uitas and the R&R plan

Names would remain liable for this por- "Given that Lloyd's and ItS market orga-
tion of the claim only, in progortion to their nizations collectively have, in the view of
v will be b . individua| participations on the syndicate many names, a history of opaque account-
community wi e_ ettgr o coneems ing, given that there is controversy and dis-

However, the firm did recommend that The Department of Trade and Industry's belief over the financial affairs of the
Lioncover Ltd -a reinsurer set up in the authorization of ngtas_last month In- present Central Fund, and given names
1980s to run off the PCW syndicates that iS cluded this among its conditions common experience of multiple errors in 1 260
fully backed by Lloyd's-be kept apart » Equitas' directors must be selected in statements emanating from Lloyd's or un-
from Equitas bécause it believed there was such a way that the ongoing Lloyd's market derwnting agents, 1 believe that full, true 1,240

“Iitigation in progress which affects sub- would not influence the way the reinsur- and accurate financial statements are es- 1 220
ZE_?S ﬁfg%ggg .'.OOt ntial extent of Lioncov- ance company is run sential for the credibility of the settlement,”

Lloyd’

y S B Insurance Index
Continued frompagel
1,300

nder the DTI's authorization, Equitas said Mr Porter Errors were found in the ' >®°

]
_The firm did not elaborate on the litiga- will be established! as a trust, with half of first settlement offer totals, requiring 1180
tion to which it was refernng the trustees nominated by names reinsured Lloyd's to send names two different state-

In addition, Lioncover's reinsurance-to- by the company ments. and names have found inaccuracies
close premium paid to Equitas would be In addition, Sir David and Mr de Laszlo in the provisional finality statements they 1 140
paid by Lloyd's Central Fund, the law firm received recently
noted Taking this lump of cash out of the Mr Porter doesn't dispute the 1nforma- —1 1 —=—=C>
tce“tra' Fut“d W(;’U'd ?ﬁp_'ets fu_’t‘ds available tion Slaughter & May has seen but says the 2/16 2/23 3/1 3/8 3/15 3/22 3/28 4/4
O names 1o reduce elr cquitas premium - B <
burden, it said Erarrr:c?:sﬁgsrtesseen the Equitas and R&R fi :aseﬂ?\‘o anDlectzgjfm .

Instead, the ongoing market should con- offered less than they can Voicing his concern that Slaughter & May e Ty e
tinue to be liable for backing Lioncover, recover through the courts, has reached some of its conclusions prema-
even thf.)L-’gh that W.PUId breach the pro- . turely or used inadequate Information, Mr

osed "fire break" between the old and new says Micheal Deeny. Porter said he found It impossible to agree
) loyd's by Iez.avm.g some old-year liabilities with the lawyers' conclusion that the R&R
in the continuing marketplace, Slaughter & | plan is the least likely option to disadvan-

1 160

The names are being

PCS catastrophe options

As of April 5

call Pnce call
spread bid/ask spread bid/ask

Price

Eastern September 1996 California Annual

May said o tage any particular section of the Lloyd's e o aoee 205
Most of the criticism of the R&R plan sub- recommended that names asked under the community e S oo

mitted to Slaughter & May came from peo- R&R plan to make a special contribution- Meanwhile, various Lloyd's member
ple who want to leave Lloyd's A substantial equal to 15% of underwritingfremium groups appear to be trying to exert leverage
number of these members will need to ap- from members on the 1993, 1994 and 1995 to get the settlement offer increased

prove the market's proposed plan for It to years of account-but who resign this year Michael Deeny, chairman of the Gooda
succeed, since they constitute a majority of or later should be eligible for a repayment Walker Action Gyroup and member of the
the membership, the law firm's report said of that contribution Council of Lloyd's, announced that in a poll
Increasing tlh.e settlement fU_”d from its C_ur- _Lloyd's has proposed that the special con- of his action group members 65% would re-
rent £28 billion ($427 billion) level will tribution be repaid to ongoing members by lect the settlement offer under its present

help win their support, the report predicted offsetting their Central Fund payments in terms, based on their preliminary finality
That sentiment echoes the views of both future years staternents

the Names Committee, chaired by Sir Adam Names will vote on the 1 5% levy at a side Mr Deeny said the same pattern has

Ridley, which advised the Council of meeting to Lloyd's annual general meeting arisen in other action groups that have sur-

Lloyd's on how to divide up the settlement on July 15 veyed members

funds (BI.Feb 19), and a number of indi- The LNAWP's Mr Porter said he Inltla”y "The litigating names are being offered

vidual members action groups objected to the Slaughter & May report be- much less than they can recover through the
The market is negotiating with Lloyd's cause the law firm's terms of reference were courts," he said "The litigation settlement

West Annual

-/48

Southeast Sept 1996

40/60 4/46 30/50

Total volume O Total open interest 2.338

For Information on PCS cat options. cal 312 435 3674
Source Chicago Board of Trade

British Issues

April 4 Price P/E Div Yield 1 week

COmpanieS pence pence % high-low
589 113 353 60 589-576
Genl Accident 629 95 38 8 62 629-618
Gdn Royal Exch 2358 7 11 3 4 8 235-223
487 91 141 29 4A87-482
369 69 200 54 369-357
369 84 21 6 59 369-359

Comml Union

Independent
Royal
Sun Alliance

brokers and syndicate auditors to contrib- amended by Lloyd's so that they were "sig- fund must be increased " :’:'::
ute additional funds that could be added to nificantly different" from those originally In addition, the High Premium Group, Jracmee SO OB e

the settlement offer (BI, March 25)

CE Heath 171 107 90* 53 171-167
JIB Group 107 106 94 88 107-107
Lloyd Thmpson 171 105 113 66 171-169

Lowndes Lmbrt 147 7911075 148-147

proposed by the LNAWP and various action which represents those names who under-
Among other recommendations made by groups B rite at least £1 million ($1 5 million) per
Slaughter & May that were endorsed by Sir For example, financial aspects of the R&R year, has threatened that ItS members will
David and Mr de Laszlo were plan were excluded and a clause asking the turn down the R&R plan unless Lloyd's IS- ownees o o e
» The reinsurance contract issued by Eg- lawyers to "review the arithmetic of the of- sues a "bill of rights" that will protect indi- Sedgwick Grp 138 10 881 59 138-135
uitas should provide for proportionate cov- fer" had been removed, contended Mr Por- vidual names from becoming marginalized Steel Brl Jones 44 57 56 12 7 44a-a4
erage, so that in the event Equitas cannot ter, depriving names of an independent cor- as corporate capital becomes a stronger Willis Corroon 160 14 4 83 52 165-160

pay all claims in full, a fixed proportion of roboration of financial projections for Eq- force at Lloyd's Source Philtp Olsen, London Estimated Others actual
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