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Updates
California health care coalitions

won't see cuts in 1997 HMO rates

SAN FRANCISCO--Employer purchasing
groups in California did not receive HMO
rate reductions this year, contrasting with
reductions won in recent years and possibly
signaling a filming of rates.

Meanwhile, some HMOs say their prices
will flatten or increase slightly in several
states where they operate.

The San Francisco-based Pacific Business

Group on Health said last week that rates
for 1997 "will remain flat on average across
the 15 HMOs that participate in PBGH's

See Updates on nezt page

Coverage exclusion reform clears Congress
By JERRY GEISEL

WASHINGTON-Employees and employ-
ers both will benefit under health care por-
tability legislation passed by Congress last
week.

The reform legislation, which President
Clinton has promised to sign, will allow em-
ployees to move from job to job with little
risk of losing health care coverage for pre-
existing medical conditions. Gaining that
freedom will eliminate "job lock," a situa-
tion in which employees can't afford to
leave a job because a new employer won't
provide coverage for medical problems they
already have.

Reducing the problem of job lock also
benefits employers. Job lock can hurt com-
panies because it keeps employees stuck in
jobs they don't want and also prevents ap-

,*licants from accepting new positions. Un-
der the legislation-the first comprehensive
health care statute passed by Congress in a
decade-employers can deny coverage for a

Bill would remove a key obstacle to Job mobility
new employee's pre-ex-
isting medical condi-
tions for 12 months. But

that 12-month exclusion

will be offset by length
of time the employee
previously had health
care coverage, as long as
the employee's coverage
did not lapse by more
than 63 days frorn the
time of leaving a prior
job to the time the new
position was taken.
"This is a breakthrough
for all Americans who

want to change jobs,"
said House Ways and
Means Chairman Bill

Archer, R-Texas.

"The biggest accom-
plishment of the legisla-

Sen. Nancy Kassebaum, R-Kan.,
and Sen. Edward M. Kennedy, D-
Mass., were the original co-spon-
sors of the health care portability
legislation that Congress ap-
proved last week and that Presi-
dent Clinton has said he will sign.

tion will be reducing the
problem of job lock,"
said Mark Ugoretz, pres-
ident of the ERISA In-

dustry Committee in
Washington.

"This is a very positive
step. People should have
the ability to join and
leave employers without
being concerned about
the loss of coverage,"
added Jack Doerr, na-
tional practice leader for
group benefits at Sedg-
wick Noble Lowndes in

Chicago.
This change in law,

which will go into effect
next July 1, should have
little cost impact on em-
ployers, even though it

will affect the millions of employees who
change jobs annually.

Employers will incur additional costs of
providing coverage to new employees who
now are excluded due to pre-existing condi-
tions. However, in the long run, that ex-
pense will be offset by two key factors:

• More employees with medical condi-
tions will leave to go on to a new job be-
cause they no longer can be denied coverage
by their new employer.

• Employers will have lower overall CO-
BRA costs. Under federal law, beneficiaries
can hold onto COBRA coverage benefits-
even after joining a new health care plan-if
the new plan denies coverage for pre-exist-
ing conditions.

Because pre-existing condition exclusions
will not be an issue, COBRA beneficiaries
will have no need for dual coverage.

"If there is a cost impact, it will be very
small," Mr. Doerr said.

While the cost impact of curbing pre-
See Portability on page 45

Fibreboard nears settlement Analysts recommend caution
on asbestos liability claims
Settlement may influence other class actions

in choosing insurance stocks
By JUDY GREENWALD

By MICHAEL SCHACHNER

-

NEW ORLEANS Fibreboard

Corp.'s efforts to resolve all exist-
ing and future asbestos-related li-
abilities with proceeds from CNA
Insurance Cos. Inc. and Chubb

Corp. cleared a major hurdle last
month when a federal appeals
court approved a global personal
injury settlement that could total
$3.3 billion.

In approving Ahearn vs. Fibre-
board Corp. as well as a backup
"insurance" settlement, Continen-
tal Casualty Co. vs. Rudd, a
three-judge panel of the 5th U.S.
Circuit Court of Appeals on July
26 may have clarified or further
confused the burgeoning issue of
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what types of class-action settle-
ments will meet court approval,
legal observers say.

The Ahearn decision, which po-
tentially will be appealed to the
U.S. Supreme Court, contradicts
the 3rd Circuit's May ruling on
the viability of a similar asbestos
personal injury settlement offered
to about 100,000 people by the
Center for Claims Resolution, a
group of 20 former asbestos pro-
ducers (BI, May 20).

The 3rd Circuit vacated

Georgine vs. Amchem Products
Inc., a $1.3 billion settlement of-
fer, because the court found it
failed several tests of civil proce-
dure, primarily that the class was
formed for settlement purposes
only and would not have been via-
ble had the case been litigated.

But the 5th Circuit ruled settle-

ment class actions can be ap-
proved or rejected based on their
terms' fairness even if the case

does not go forward as litigation.
The 5th Circuit found the terms

of Fibreboard's offer were fair to

plaintiffs. Furthermore, the court
noted the settlement is backed up
by a free-standing insurance set-
tlement that would require CNA
and Chubb to honor all of Fibre-

board's existing personal injury
settlements and provide the Wal-
nut Creek, Calif.-based wood
products company with an addi-
tional $2 billion for unsettled and
future claims. The panel unani-
mously approved this settlement.

"This is clearly a major hurdle
for both the global settlement and
Rudd," said William Irwin, an at-
torney with Brobeck, Phleger &

See Asbestos on page 38

Now is the time to be highly se-
lective in picking commercial
property/casualty insurance
stocks, say stock analysts.

With the stocks already lagging
the overall market, and competi-
tion among insurers continuing to

intensify, buyers should pick
stocks carefully, analysts say.

"It's a real stock picker's envi-
ronment. . .and there are very few
stocks that are very attractive,"
said Peter Wade, an analyst with
Lehman Bros. in New York.

"I think going forward, it's going
to be a company-by-company situ-

ation," said Michael A. Lewis, first
vp at Dean Witter Reynolds in
New York.

Some analysts pointed to the in-
dustry's fundamentals its overall
financial performance-as unat-
tractive to investors.

"I think you're going to make
more money on this group by trad-
ing them than (by making) long-
term investments until the funda-

mentals change," Mr. Lewis said.
Ron Frank, an analyst with

Smith Barney Shearson in New
York, also pointed to the lack of
change in industry financial per-
formance as detracting from the
property/casualty group's overall

appeal.
"The principal dynamic in the

insurance sector in the last few

years has been stock prices, not
fundamentals," Mr. Frank said.
"Fundamentals have changed re-
markably little."

See Stocks on page 41

Risk managers review security
TWA crash, Olympics bombing raise profile of terrorism risk

By DAVE LENCKUS
and GAVIN SOUTER

Although many Americans' sense
of invulnerability to terrorism is
plummeting in the aftermath of the
midair explosion of a Trans World
Airlines jumbo jet and the fatal
bdmbing at the Olympic Games in
Atlanta, corporate risk managers
are not making any knee-jerk reac-
tions in response to either tragedy.

But, some security experts assert
that airlines can take far better

measures to ensure passenger
safety than those President Clinton
has suggested and the Federal Avi-
ation Administration has ordered

them to implement.
Some security experts and insur-

ers also predict there will be tight-
ened security at upcoming special

events. Insurers and brokers do

not, however, expect any immedi-
ate impact on coverage for prop-
erty or special-events coverage.

Authorities late last week had
not determined the cause of the

July 17 explosion of the TWA jet
en route to Paris from New York's

John F. Kennedy International Air-
port (BI, July 29) or who planted
the pipe bomb that exploded in an
Atlanta park outside of the Olyrn-
pie Village nine days later.

Regardless of what or who was
behind those calamities, the inci-
dents and other terrorist acts in re-

cent years demonstrate the United
States' vulnerability to violent acts
by highly organized radical groups,
security experts and others say.

"With the bombings at the World
Trade Center and in Oklahoma

City, we have lost our image of
Fortress America. And, attacks in
the U.S. bring much more publicity
than attacks on U.S. companies
overseas," said Frank Johns, man-
aging director in Arlington, Va., of
the risk assessment division of se-

curt company Pinkerton's Inc.
But, E.C. "Mike" Ackerman,

managing director of The Acker-
man Group Inc., a Miami Beach,
Fla.-based security consultant,
cautioned against lumping the
bombing at the Olympics in the
category of sophisticated terrorist
acts by organized groups.

Mr. Ackerman, a former Central
Intelligence Agency officer, said he
is more concerned about what the

TWA crash signifies. "If I were re-
sponsible for corporate travel, I'd
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Tax bill simplifies pensions
California HMOs halt rate cuts

By JERRY GEISEL ify for new safe harbors and will ees for adoption-related and edu-
Conttnued *om prev:ous page not even have to run those tests cational expenses without em-
Negotiating Alhance " In 1995, the coahtion's Negotiating Alhance of WASHINGTON-Seven years Tax-exempt employers, such as ployees being taxed on those con-
member compames won a 43% reduction, following a 9% rate cut the ago, business groups began a cam- trade associations, will once again tributions In addition, employees
previous year paign to persuade legislators to be able to offer 401(k) plans to who receive lump-sum pension

And the 6,000 small employers served by the state-sponsored admin- simplify the nation's pension laws their employees In addition, other plan distributions of more than
istrative agency, Health Insurance Plan of Callfornia, are seemg flat and regulations provisions in the legislation, $750,000 will for the next three
rates effective July 1 tlus year Last year, the HMOs contracted Last week, that effort finally which President Clinton will sign, years escape a 15% excise tax now
torough HIPC cut premiums by 5%, after decreases of 6% in 1994 and , bore fruit as Congress passed a will allow many middle-income imposed on Jumbo distributions

5% m 1993 small-business tax bill that in- employees to boost contributions At the same time, employees in

Cheryl Damberg, director of research for PBGH in Los Angeles, said : cludes many of the pension re- to 401(k) plans and encourage em- the nation's 2,000 multiemployer
her analysis of the situation is that decreasing msurer surpluses mean forms first advocated by employ- ployers to open up their 401(k) pension plans will have a better
health plans have reached a trough m the underwnhng cycle, with ers and many other beneficial plans to young and newly hired chance of earning a benefit The
rates likely to remaln flat or Increase for now Inflation and a dissipat- changes, too employees legislation requiies multiem-
_ng threat of extensive health reform measures also are playmg a role, Enactment of the legislation Other employee benefit provi- ployer pension plans to adopt the
Ms Damberg said means employers will hae a new sions m the package-unrelated same rapid pension vesting sched-

"There are a lot of things at work there, and it's not that all of a sud- and easier way to run non-dis- to pension simplification-will be ules that single-employei plans
len we became less effective or the markets became smarter," she said crinlination tests on their 401(k) a boon to employees have used since 1989

PBGH members stress that their negotiations have moved toward plans, while employers with gen- Employers, for example, now In addition, employees who
gaining assurances of quality rather than pnce-cutttng and that gams erous matching features #111 qual- will be able to reimburse employ- See Tax bill on page 46
have been made But, there are shll potenttal pnce reductions that m
part depend on the creation of efficiencies in dehvery systems, she said

She dechned to say which of the 15 HMOs that PBGH contracts
with raised, reduced or did not change thelr premiums Cypress, Ca- EMLICO fight shifts to move
hf -based PacifiCare Health Systems Inc and Fountarn Valley, Calif - By DOUGLAS McLEOD GE pollution and asbestos losses 1995 Bermuda government orders
based FHi? International Corp are among the HMOs that contract on reinsurers under creditor- that allowed EMLICO Into the
Mth PBGH members HAMILTON, Bermuda-After friendly Bermuda liquidation laws country, arguing that EMLICO

Quackenbush aides sued
4 faillng to halt the Bermuda hqui- While finding Kemper Reinsur- misled Bermuda regulators about

dat-on of Electric Mutual Liabihty ance Co "has a serious issue to be its solvency EMLICO iS seeking to
' Insurance Co, reinsurers now are tried on the fraud allegation," stop the judicial review on grounds

SACRAMENTO, Callf-Nine employees of the Callfomia Depart- ainung to overturn regulatory or- Judge Ground refused to delay the that Kemper Re was granted an
ment of Insurance's fraud division claim that two aides to Commis- ders that cleared the way for EM- winding-up for hearmgs on the is- improper extension of time to file
moner Chuck Quackenbush retahated against them for refumng to help LICO's con:roversial 1995 move sue and rejected arguments that its petition
thwart potential bad faith claims agamst insurers from Massachusetts the winding-up petition itself was Lawyers for several EMLICO re- f

Among other allegations contained m a lawsuit filed last month in Bermuda Supreme Court Judge an abuse of process insurers, meanwhile, are urging
Sacramento County Superior Court, the employees claim that they Richard Ground granted EMLI- At the same time, though, he lim- Massachusetts Insurance Comrms-
were ordered to violate their oaths as sworn peace officers CO's winding-up petition July 26, ited the hquidators' authority to sioner Linda Ruthardt to recon- The plaintifs seek $90 million from Deputy Commissioner of Insur- findlng that the liquidation pro- accept contingent GE claims until sider her decision last month not to 1
ance Barbara Dotta and Wllham Palmer, the DOI's general counsel ceedings are not the proper forum Kemper Re's challenge to the redo- reopen heanngs on the EMLICO
Both are Quackenbush appointees to hear charges that EMLICO con- mestication is settled redomestication

Ms Dotta was hired in Novernber 1995 to improve the division's ef- 1 spired with its sole poll:yholder, Kemper Re now w111 ask a Ber- In her ruling Ms Ruthardt said•
fecbveness and streamline a backlog of 2,500 fraud cases 1 General Electric Co, to dump huge muda court to overturn a set of See EMLICO on page 34 0

The department responded to the charges by saying the plaintiffs 
were a network of "good old boys" who dragged theIr feet under new
standards aimed at getting fraud cases to prosecutors  Texas firms settle comp dispute

Additionally, department officials said $125,000 has been paid out to
settle allegations of sexual harassment and retaliation against some of By MICHAEL BRADFORD some of the state's largest workers remain against insurers that have
the plaintrffs And, at least two of the plaintiffs have been placed on comp insurers and the National not agreed to the terms
administrative leave while they are under investigation Paul E Lacy, DALLAS-Texas employers Council on Compensation Insur- The lawsuit claimed that about

a Sacramento attorney for the plambffs, said that the sexual harass- claiming they were Illegally over- ance (BI, June 15,1995) 170 insurers overcharged employ-
ment allegations were mvestlgated two years ago and found to lack charged for workers compensation ers for workers comp coverage pur-
ment insurance over a five-year penod Cal,forma coalition predicts rising chased between May 15, 1987, and

The mvestigators were ordered to hinit their attention only to cases have agreed to a proposed class-ac- workers comp costs ... Page 35 Apnl 1, 1992

investigated by insurers and then forwarding those cases to prosecutors tion settlement that calls for insur- Employers say they were forced

without scrutinizing the validity of the insurers' claims, Mr Lacy said ers to pay back $145 nulhon A hearing is set for Oct 15 in the to buy coverage at rates not ap-
The deal, given prellminary court state's 116th Judicial District proved by regulators The suit says

Briefly noted approval, would bring to $190 m.1- Court in Dallas, where the suit was insulers were able to do this by
lion the total of settlements in the originally filed in 1991, to deter- adding various charges in addition

Legslabon signed last week lets Michigan become the fifth state to massive litigation dubbed the mine whether the settlement to premiums and got help from the
participate m the Interstate Insurance Receivership Compact, designed Weatherford Roofing case The should be given final approval If lt NCCI, which misrepresented "the
to streamlme receivershlp activities among members It joins Callfor- case pits Texas employers against is approved, a handful of sults will See Texas on page 37

ma, Illmols, Nebraska and New Hampshire Small Flonda employ-
ers wlll see an average 3% decrease m workers comp insurance rates
while large companies wlll pay an average of 06% more if a proposal Broker results take some hits
by the Nattonal Council on Compensation Insurance lS approved by
Flonda regulators The NCCI is seeking the 3% decrease and a modifl- By SALLY ROBERTS Gross revenues rise nues were up 1 4%

cation of the premium discount program that would offset the savings Net income Iesults at several

for large companies Meanwhile, Colorado employers could see a Sold businesses and special in spite of pressures brokerages

15% drop m the overall loss cost component of their workers comp charges took a bite out of net in- tell a similai

rates begmning Dec 1, if the Division of Insurance approves the NCCI . ccme for some of the largest US- The revenue growth exemphfies story GIGI3Jm
request made last week Sir Peter Green, former chairman of Lloyd's based pubhcly held brokers during the trend toward brokers finding A&A' s
of I.ondon from 1980-1982 while the Lloyd's Act 1982 was constructed

RESULTS
the first half of 1996, as lower other means to bolster their top 46 3 % profit

and implemented by Parhament, died July 28 of cancer Standard & property catastrophe reinsurance lines in the soft market dive is par-

Poor's Corp. has lowered the claims paying ability rating of Zurich In- rates continue to batter some bro- Alexander & Alexander Services tially attrib- 1.Ha" *
surance Co. to AA+ from AAA Zunch is becoming mcreasingly fo- kers' top hnes Inc was the lone exception among utable to its
cused on shareholder value and wlll do httle to raise new capital it Nevertheless, six of the sepen the pack with a shght 04% drop in sold opera-
would need to maintam its previous rating, the rattng agency largest U S -based pubhely held in- gross revenues However, exclud- tions, namely
said John Darwood, deputy Inspector of msurance m the Cayman surance brokers reported mcreases ing the effects of sold operations in its third-party administration unit

« Islands since 1993, left that post last month to become senior adviser m lr- gross revenues for the first half 1995, A&A's first-half gross reve- See Brokers on page 45
the Insurance Division at the Guernsey Fmanclal Services Commission
He has been replaced by Actmg Supenntendent John Mantz, formerly
chief analyst with the Cayman Insurance Department
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19 Employers seek
harder as PBMs help in evaluating

grow, add services t health plan data
By ROBERT KAZEL By JOANNE WOJCIK

F
or employers, finding a prescription benefit man- _ *
ager is easy Fmding the right one, in a time of #sousy mployers are finding it increasingly difficult to

turbulent and intense competition within the in-
dustry, may be harder 400'V. develop health care plan "report cards "

Even before the National Committee for Qual-
To be sure, more plan sponsors are becoming

E see the forest for the trees as more organizations

ity Assurance released the first version Of ltS
persuaded of the value of PBMs as prescription 4-r- measurement tool-the Health Plan Employer

drug costs continue to Ilse Data and Information Set-three years ago, employer coali-

Among employers with 500 or more employees, 42% offer a tions and consultants already were "grading" plan perfor-
prescription card plan, and one-third offer a mail-order pre- mance on various criteria, focusing mostly on cost, access
scnption service, according to a 1995 survey by Washington- S and user satisfaction

based A Foster Higgins & Co Inc The trend is even more As HEDIS moves into its next generation-HEDIS 3 0 will

pronounced among the largest compames, those with 20,000 focus more on results, or "outcomes," than on events, or

or more employees Six in 10 of these offer card or mail-order "processes"-many health plan experts are questioning the
plans, or both t quality of data collection efforts

Employers are the engme of PBM innovation, but they also 1
may be perplexed by the options available and unsure of the l

In fact, most of these experts insist the quality of the data
collection itself must be more consistent and accurate before

goals they want their PBMs to acheve The PBM industry, \ any of the report cards can Judge health plans effectively
which m its Infancy five years ago consisted of little more ' 2 "As an employer, we really don't have the internal re-
than some basic discount prescription card plans and mail- 6. sources to take all this data and capsulize it to make some-

order programs, has become a strapping adolescent Now a
big business, it has big burdens how to lure plan sponsors

thing meaningful out of it," said Peter Veysey, manager of
.2

health and welfare plans for United Technologies Corp in
not only with everyday drug discounts but with advanced Hartford, Conn

utihzation management and promises of long-term, futuristic , , That's why UTC hired benefit consulting firm Towers Per-

programs harnessing outcomes research, sophisticated eco- / run to sort through all the information on its health plans

nomic analysis and disease state management UTC offers employees the choice of a point-of-service plan
The essential tools of PBMs still are similar everywhere administered by CIGNA Corp, a self-insured indemnity

prescription discounts, employer rebates, drug formularies to plan and about 40 HMOs nationwide

rein in and guide doctors' prescription choices, generic drug Towers Perrin has developed ltS own scorecard, which

substitution programs, mail-order prescription services and uses 72 Indicators to rate plans m four categories quality,
patient education programs employee satisfaction, cost and cost-efficiency, and access

But as PBMs add new services, the task of the employer has F "We concluded that quality should be more broadly de-

grown beyond merely checking off a 11st Finding the right fined than just HEDIS alone," explained Emmett Seaborn, a

long-term relationship with a PBM can require in-depth principal in the consultant's Stamford, Conn, office

study of a candidate's reputation, technical skills and poten- The scorecard charts health plan performance according

tial for growth, and such a project often requires the help of 1 to an X axis representing price and a Y axis indicating qual-
consultants ity So far, all of the UTC health plan scores fall in the upper

The Job will be most complicated for plan sponsors that are $ right-hand quadrant, which represents the highest quality
not simply concerned about immediate drug savings but also and cost-effectiveness

are trymg to weave PBM programs Into an integrated corpo- , , "It's been nice to have someone who can encapsulate the
rate health strategy data," Mr Veysey said However, "there is a risk to us," he

"In the last few years, the focus has gone from simple cost 6 said "We don't know how they determined their algorithm
containment to drug cost management," said Wayne Gatti- We have to trust" their interpretation

nella, senior vp of marketing for Montvale, N J -based Mer- ' 4 Virtually every other employee benefit consultant has also

s]Btbut edicept % mannageZntfor PBMsnaphesa
developed a system for synthesizing HEDIS and other report

: card data for employers For example

more aggressive manipulation and monitoring of how phar-

1
• Watson Wyatt Worldwide's customized Value Creation

macists dispense drugs and which drugs are glven out THIS NOTE 19 L Process lets employers rank in importance between 30 and

Two-thirds of the savings plan sponsors can realize *cf Allvusts.
pu

40 criteria selected by the consultant from the Various report
through a PBM now come from prescnption management, r cards The consultant then compares the employer's prefer-
not simply through unit pnce savings, said Steven J Shul- • · ences against the plans' HEDIS and other report card find-
man, president of the pharmacy ar.d chsease management 1 ings to find the best matches
group of Minneapolis-based Value Health Inc, parent com- • Employers can use William M Mercer Inc 's Value Pro-

pany of ValueRx, a leachng PBM Savmgs can be obtained by cess database of 1,200 national, regional and local managed

consulting with doctors on using the least expensive, yet still care plans to evaluate HMOs and other managed care plans
effective, type and brand of drug possible-decisions that based on cost and quality

PBMs maintain doctors won't make independently • Hewitt Associates LLC's Health Value Initiative in-

"Physicians are absolutely uneducated historically on the cludes an extensive national database of cost, quality and
cost of medications," Mr Shulman said "They do not pay for satisfaction information gleaned from an analysis of plans
it, and most of the members pay for it with some kind of m- offered by 250 large employers as well as data from more
surance " than 2,000 health plans

For those employers concerned chiefly with discount for- L • A Foster Higgins & Co Inc does both a quantitative
mulas when they look at a PBM proposal, the sublect is ar- and qualitative analysis for its clients using its extensive,
cane and often beyond benefit managers' training, experts private HMO database

say Deciding which PBM company is offering the best value Consultant health plan evaluation models are proliferat-

may be challenging for non-specialists ing primarily in response to employers' need to interpret

"The pricing is extremely complicated," said Richard HEDIS and other report card scores

Trapp, vp of finance and administration of Tampa, Fla - A survey published in May by the International Founda-

based Employer Purchasing Alliance, a league of employer lion of Employee Benefit Plans found that 63% of the bene-
health care coalitions with members in Florida, Vermont, fit professionals already evaluate managed care plan qual-
Louisiana, Georgia and New York PBMs may be paid by ity Those measures Include satisfaction surveys, used by

plan sponsors in several different ways, including fee-for- 72%, health plan accreditation, 57%, and report cards, 52%
service, in which the PBM receives payments from the em- I 0' 1' . 0 The most common uses of quality measures are to monitor
ployer for each drug claim processed, or capitated payments, plan performance-chosen by 80%-and select plans-40%0 ' - 11 1 1111317 1. 6 ./1.
by which the PBM gets a fixed payment per member per "Many employers go after HMOs on cost," observed Tow-

month The employer may or may not be responsible for ac- . 1 1 11 1 1. . ers Perrin's Mr Seaborn "But some more sophisticated em-
tually paying the pharmacy, because under some capitated ployers use cost and quality data in negotiating with HMOs

contracts the PBM itself will take on all or a portion of the This is having an effect on plan quality "
financial risk AT&T has "used report card information to negotiate im-

S t, 1
The Tampa alliance last spring awarded its first PBM con- provements in plan performance," said Lee Saviola, district

tracts to ValueRx and Salt Lake City-based RxAmerica The I , Ii ' 1 ElID 1 1 1 11 manager of health plan administration in Morristown, NJ,

alliance's 700 member employers, which comprise nearly 2 for the telecommunications giant
1, I

million workers and dependents, are now eligible to use the "The ability to collect and provide data also is an integral

umbrella agreements negotiated by representatives of the al- part of any RFP" to provide or administer health care bene-
liance's 10 constituent coalitions 1,1 1/ 1 4 i fits, he said "It raises the bar on vendor performance "

See PBMs on page 12 See Scorecards on page 14
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 Gates' opening wider in some HMOs Assuming costs can be held in
check, observers say this is a natu-
ial step in HMOs' development

By JUDY GREENWALD they spend on specialists Foi years, they point out, manygroip or independent practice as- netwoi k approval foi latei visits
It is "one of the stickiest issues in soc ation as the_i primary care doc- In a related appioach, CypIess, HMOs have alleady been peimit-

I Most health maintenance
t s like walking a tightrope managed care " said Mary Case a 101. and there _s a $30 copayment Calif -based PaclfiCal 3 Health ting women to go foi theii annual

piincipal with Kwasha Lipton per specialist Lisit Systems has been invo.ved unth gmeologist Nam without seeing a
organizations engage in a LLC in Fort Lee, NJ Blue Shield of Califor nia is not two pilot progianis that expedite pi imary care phpsician first
delicate balancing act be- How to i econcile the competing alone in tackling the HMO gate- referrals by peer group committees Fiom what I can tell, all the

tween participant satisfac- conceins with the lefenal process? keepet issue with the intent of redes_gning the majoi players ae exploting ways

tion and cost contIol when One health plan-Blue Shield of Edina, Minn -based United whole referral system, said Chi is to essentially take managed care to
using primary care physicians to California-thinks it may have an Healtheare Co"p has had an open Wayne, pp and geneial managei the ne\t level, to evolve this stiuc-

i egulate access to specialists answei access prograr in place ir a num- Othei HMOs are expected to tol- tule that has been in place toi

' Essentially, health plan mem- Under a program to be intro- ber of its mari· ets since 1982 and is low "We aie now seeing other some time," commented Glenn
bers see the pi imar> cate ph>sician duced in September, members of i oling it out -O about 40 of its 43 plans staiting tc acknowledge that Meistei, a principal in A Foster
not as a gatekeeper, but as a gate the San Francisco-based health in- Farge markets, a pt ocess that the referral ptocess is something Higgins & Co Inc 's Los Angeles
closet, ' said Paul Hofmann, senior surer's Access Plus HMO will be shculd be ecmplete by January that Pt oba bly needs to be ottice

consultant with Alexandet Con- allowed to go directly to a special- _998, said Sid Stolz, sentcr vp-de- changed," said United Health- Theie aie a couple of foices dtiv-

sulting Gioup Inc 's stiategic ist without first obtaining the per- 1_very system tranagement Care's Mr Stolz ing the issue, said Mi Meister

health cale pi act-ce in San Fran- mission of either their piimary caie The progran permits patients to I would think that theIe's quite 'The gatekeepei I equirement and
Clsco doctoi 01 the plan go directly to specialists fcr an ini- a few exploring this, and prooably the referral ptocess itself is the

At the same time, HMOs are con- Theie aie restiictions however -ia visit, thjugh under United a number that ha ve a dopted most significant negative feature
cerned about keeping a tight iein Membeis must go to a specialist HealthCaI e's "medical manage- them," said Jack Doei I , gloup ben_ fiom a standpoint of plan satisfac-
on expenses, mel.iding the money who woiks foi the same medical ment process they woLld need efits practice leadei at Sedgwick tien when consumets aie asked

what they think about HMOs," he
said

Secondh, fi om a standpoint of
Just inconvenience and potential
inefficiency, the rules that have
been established in many cases ate

11
a really just an impediment for peo-

ple getting to the level of caie they%,5/.
tI uly need

'S

t , "They'te toiced to go thiough
94 r' f, V this maze and incur additional vis-

1 1
.

9
. 0 ' 4%164 its to simply get to the specialistAXS M

'-5& I. 9
'''Lk they knew they needed in the first

place,' said Mr Meister
HMOs approaching this issue see

9.4. # 4 not only the oppoitunity to ' pio-r
4,: 4· '

d 1 L
. vide a mole appealing pi oduct to

the consumeL but also make the
netwolk mole efficient, and I

lf said

would think higheI quality he

.
There's no othei issue with

\1 6 0 -41 HMO members that lS moie of a
4

concern to them than access to spe-
cialty caie," said Paul Markovich,

i

Eckerd Health Services 0
Blue Shield of California's dizector

Consum-,'61 of product management
.>E ers aie looking for this, and that's

is the right choice in ieally why we made the change,'
he said "It's the net geneiation of

prescription benefits HMOs "
.

Mr Markovich said there will be

management ' only minimal inci emental costs"
.

4
·d associated with this pI ogram

And cost contiol remains critical

No middlemen: 1

for HMOs and employers

• Every service is Eckerd owned 4 97 0 "I think most people would say
5, '*f

9 . I» f the gatekeeper lS really one of the
and Eckerd controlled. very critical items or issues in the

whole concept (of HMOs) and to go
• Eckerd professionals work with totally away from that without

you on every issue. contiols would seem to have some

costly repercussions," said Sedg-
wick's Mr Doerr

Immediate response:
./

i The "worst case" scenario would

• Timely, actionable reports f be to move fi om an HMO-type
c 'I'A structute to a loosely managed pre-

%

through comprehensive data 1t I '' f... 6 1 feried provider organization cost

collection and analysis.
stiuctule, and if the relaxing of

4 + *Z' gatekeeper restrictions is done too

• Vertically-integrated service quickly/'theI e could be some sig-
, 4:Gr nificant cost implications" in terms

structure to deliver solutions of more people visiting specialists,

in real time. said Foster Higgins' Mr Meistei
Some employers have a cautious

attitude about this approach
No extra costs: "I don't know that I like this

• No service is oulsourced. idea," Robert L Bonin, manager of
benefits administration foi Chica-

• Complete solutions for balancing , i. -9-1 7.-9..1 go-based FiIst Chicago NBD Corp

cost-effectiveness and definitive
said of Blue Shield of California's

approach

therapeutic outcomes. I would much prefeI a categoric
definition of occasions when a per-
son may see a specialist," he said

In short Eckerd Health Services is A If it costs too much more to see a

specialist, Be might have a piob-
the complete prescription benefits lem with access issues," said Mi

management package. Bonin But, he added, if it Costs too

And the right answer for you.
little "it's not going to offset the

...
anti-selection problem '

-. 'It remains to be seen whetheI
..... I. :. J.. the economic research in California

..
... applies acioss the country," he

.. said

Chris QueIam, chief executive

officer of the Employer Health
See Gatekeeper on page 18
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Spotlight report

Competition
By MICHAEL PRINCE

 mid uie meler maniareshaping the health
care industry, another
trend nas emerged:
health maintenance or-

ganizatons are getting
out of the doctor business.

Some staff model HMOs-where

health care services are delivered

through physicians controlled by the
HMG--are splitting into separate or-
ganizations: "doctor-free" HMOs and
physician grwups

The doctor-free HMOs perform
the traditional HMO functions of

bringing patients intc the system and
acting as administrators and gate-
keepers.

The physician groLps can contract
with multiple HMOs in addition to

driving staff model HMOs to evolve
their former parent. Often these
groups are purchased by physician
management c,mpanies-which
manage the busness affairs of sev-
eral physician gn),ups.

'HMOs don't want to own hard

assets." and dcctors war-t to focus on

treating patients, said Kenneth
Abramowitz, a tealth care analyst:
vir th Sanford Bernstein & Co. in

New York.

"Staff model HMOs are all re-

structuring frc,m a staff model to a
more flexible tyse of organization,"
said Dr. Richard Reece oY Old Say-
biook, Conn., chairman of the Na-
tional Assn. 01 Inregrated Health Or-
ganizations in Fredericksburg, Va.
"The brick and mortar approach is
over."

"(Staff model HMOs) are starting
k let the pecple who manage doc-

1

tors manage them,".said Richard
Sinni, national practice leader for
heakh care at Buck Cons_ltants Inc.

in Secaucus, N.J. "HMOs are becom-

ing like insurance comianes "
This trend accelerated with the an-

nouncem.ent last month tv Fountain

Valley, Calif.-based FHP Interna-
tional Corp. that it would sprn off its
newly zreated physician group, Tal-
bert Medical Managemen: Corp.

FHP formed the company last
year and staffed it w.th FHP doc-
tom At the same time F}IF sold its

two hcspitals in Orange Col_nty, Ca-
lit and Salt Lake City

With the spinoff's completion at
year's end, FHP on» wil. be an
HMO and a health and 1Ee insur-

ance company, and Ta.bert will be a
physician group composed of 450
physi(Lans at 54 centels covering

300,000 patients.
"The spinoff enables Talbert to

compete for patients in addition to
those served by FHP, and allows
FHP to concentrate on its core HMO

business," said Westcott W. Price III,
FHP's president and chief executive
officer.

The story of PHP mirrors that of
many staff model HMOs. From its
founding in 1961 until 1983, FHP
was strictly a staff model HMO. In
1983 the company won Medicare
contracts and needed more provid-
ers. Because it would have been too

costly and taken too long to expand
its buildings and add the doctors
and equipment needed, FHP con-
tracted with outside doctors. Also, to
control the quality and costs for its
members, FHP built hospitals.

Since the 1980s, however, business

What really needs to be e.gamined is why this patient
didn't save $1200 by seelig a physical therapist first.

By inalarg physical thempists your first

line of treatment in patient care, you can

save 123% on each case (an average of

$1200 per patient).* Physical therapists

dont use MRIs or drugs in evaluation and

treatment. And because they spedaljze

in the function of the musculoskeletal

system, they're experts on how museles,

nerves, jiints, and bones work together.

1 So they get results fast.

Early intervention by a physical

therapist can prevent or reduce complica-

lions in a wide range of conditions such

as neck and low-back pain, carpal tunnel

syndrome, arthlitis, stroke, and cardiovas-

colar disease It can also reduce the need

for more expeilsive sugical procedures.

And it can save you even more by

getting people back to wor·k sooner mid

preventing recurrences.

For niore infonnatioii, call Jim Nugent

at 1-800-999-2782, ext. 8511.

Put your health in the hands of a

Physical Therapist. S:2'01%4:20'.r."6ZmS

/SEEZX
ASSOCIAI.N

P*T
73 YEARS OF t:EALING

THE GENER*nONS

has changed. Hospitals, looking for
patients for their empty beds, now
court HMOs. Hospitals also are ac-
cepting lower rates from HMOs. In
this environment, it no longer makes
sense for an Hl\([0 to own the doctor

and hospital networks when it can
contract for the same service.

"There is no downside," said an

FHP spokeswoman. "We can pro-
vide the same level of quality at
lower costs "

FHP's handling of the Talbert
spinoff typifies this type of transac-
tion, said Peter Grant, head of the
health care section with the law firm

of Davis, Wright, Tremaine in San
Francisco and Seattle.

First, the HMO places the physi-
cians into a separate company.
Later, this physician group is spun
off as an independent company or
sold to a PMC. Then this group
makes capitation agreements from
its former parent and accepts pa-
tients from other HMOs.

Many analysts say staff model
HMOs no longer can compete in to-
day's health care environment. At its
core, the staff model HMO has a

fixed number of providers serving a
fixed number of plan enrollees.
Problems arise when enrollment in-

creases, mquiring an increase in the
number of physicians. This cannot
always be done without adding to
the building and equipment. Also, to
lower health care costs, HMOs limit
use of specialists and hospitals. Con-
sequently, these two areas are under-
utilized, and because the doctors
have high, fixed salaries, they be-
come a drain on profits.

By contrast, an independent prac-
tice association, or IPA model HMO
contracts with a loose organization
of doctors in their own offices or

group practices.
This system provides enrollees

more choices. Unlike doctors in a

staff model HMO, IPA physicians
can treat patients who are not mem-
bers of the HMO. Also, an IPA
model HMO has the fle*ibility to
grow or shrink in response to enroll-
ment that a staff model HMO lacks.

As a result, enrollment in IPA model
HMOs are up while staff model en-
rollment is flat, Mr. Grant said.

Flat enrollment, combined with

the high costs of maintaining the
overhead of doctor salaries, building
and equipment are eroding staff
model HMOs profits. "People need to
find ways to shift overhead to some-
one else," Mr. Sinni said,

Lack of flexibility has also hurt
the staff model HMOs. Employers
want to enroll their employees in
medical plans that offer a wide array
of choices. A staff model HMO has

fixed locations that are not always
convenient for enrollees spread over
a large metropolitan area. "It was
not worth their while to drive sev-

eral Ininutes to our center," the FHP
spokeswoman said.

Some other recent examples of

HMOs getting out of the doctor busi-
ness include:

• 1VIiarni-based Physician Corp. of
America sold its 40-clinic, 125-physi-
cian group in Florida to FPA Medi-
cal Management Inc., a San Diego-
based PMC, for $25 million.

• FPA Medical Management is
also purchasing Foundation Health
Corp.'s 30 health care centers serving
almost 300,000 members in the
Southwest.

• CIGNA HealthCare in Los An-

geles sold its staff model delivery
system, consisting of 29 clinics and
330 physicians, to Northbrook, Ill.-
based Caremark International Inc., a

PMC, which is merging with Med-
Partne:s/Mullikin in Birmingham,
Ala, a growing giant in the PMC
world. The centers will become part
of the Friendly Hills HealthCare
Network headquartered in Orange
County, Calif.

See HMO on page 18
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Opinions
At last, health care reform

HEN IT COMES to health care reform legisla-
tion, what a difference a few summers can

make.

Remember the summer of 1993? That was when

Clinton administration officials drafted the health

care reform package-with its mandatory govern-
ment-established purchasing pools and other loath-
some features-that just about everyone came to
hate.

And, one year later, when Congress took the lead in
drafting a reform package, the results were just
about as disastrous as the Clinton effort.

Seemingly learning nothing from the failed Clinton
effort, congressional Democratic leaders put together
a package without the slightest attempt to bring in

Republicans to work out an agreement. Without bi-
partisan support, the Democratic bills died as they
reached the House and Senate floors.

Fortunately, this summer was different. Republi-
cans and Democrats showed that our political sys-
tem, contrary to what many have been saying, does
indeed still work.

Republicans and Democrats have labored mightily
over the past few weeks to come to an agreement on
an important and badly needed health care reform
Ineasure.

Those weeks of labor bore fruit as congressional
negotiators reached agreement last week on a reform
measure that will allow the millions of workers who

change jobs each year to do so without fear that they
will lose health care' coverage for pre-existing medi-
cal conditions.

To be sure, there were many tense moments during
this negotiating process. That is perfectly natural and
indeed necessary. Agreements come out of negotia-
tions and offers and counteroffers.

Even at the most tense moments, though, the nego-
tiations kept going, culminating in last week's agree-
ment.

And the agreement is as important for employees

Letterc

Pulling teeth
to get payouts

To the editor: The tooth fairy got a
new lease on life when policyholders
were advised in a June 24 letter to the

editor that "there is no reason for poli-
cyholders to take an adversarial view to-
ward their insurers and the adjusters
and accountants who represented such
insurers."

The plain facts of life are that policy-
holders with business interruption
claims are treated as scam artists and

thieves by insurance companies, the in-
surance company adjusters and the ac-
countants who represent these insur-

gd/1.Lairleut,
BUS,ResS iNSUENALE- U96

:80*, MAYBE 41[ SBOOLD ALL RON FOR RE{LECTioN EVERyTERR

as it is for employers. For employees, the legislation
means they no longer have to worry that they will
lose coverage for when they may need it the most:
treatment of ongoing medical conditions.

And employers: we believe, also will benefit from
the curbing of pre-existing medical condition exclu-
sions in health care plans.

They will be more able to attract new employees
who might otherwise have been reluctant to change
jobs because of fears of losing health care coverage
for pre-existing conditions.

This isn't to say that the legislation solves all the
nation's health care problems. After all, 40 million
people stilllack group health insurance.

But, passage of legislation will be a significant ac-
complishment. This is one piece of employee benefits
legislation that truly is in everyone's best interest.

ance companies.
Business interruption claims are not

paid without significant controversy
and delay.

Business interruption insurance is a
defective product because policyholders
cannot collect without an inordinate ex-

penditure of time and money.
I am certain that the letter's author,

Chris Campos, an accountant who
works for insurance companies, would
much prefer to have pussycats as policy-
holders.

But pussycat policyholders are un-
likely to get any milk.

Eugene R. Anderson
Partner

Anderson Kill & Olick P.C.

New York

Temporary lapse of judgment
To the editor: The June 3 issue of Busi-

ness Insurance featured the article,
"Temporary Workers Increase Unknown
Risks." I anticipated reading an in-
depth analysis of the use temporary
workers and its implications on manag-
ing risk.

1

Business Insurance welcomes letters
to the editor. The section is intended to

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

However, I am disappointed.
This article, filled with misinforma-

tion, demonstrates a lack of knowledge
and understanding of the temporary in-
dustry and sound risk management
principles. This does not justify bashing
the temporary help industry.

How does Mr. Lev attribute workplace
violence to temporary workers? Where
are his facts and his statistics? Perhaps
the most irresponsible statement is Mr.
Lev's assertion that "as much as half of

high-tech thefts may be directly related
to temporary workers." An obviously
discriminatory remark can only be
drawn from ignorance, not fact.

Unfounded assertions must be left to

tabloid journalism and not part of pro-
fessional trade periodicals. I believed

See Letters on page 44

NAIB supports
fees for brokers

To the editor: The members of the Na-

tional Assn. of Insurance Brokers appre-
ciate that your Opinion of July 22, 1996,
"Move to Fee-based Services" draws at-

tention to the fact that, in many states,
there are statutory or regulatory bars to
providing fee-based services.

As stated in our recent Critical Issues

Paper, "Rethinking the Regulation of
Commercial Insurance," the NAIB has

consistently urged the states to revise
these provisions. They are intended to
protect smaller consumers but do not ad-
dress the needs of larger commercial in-
surance buyers that are very capable of
negotiating their own compensation ar-
rangements

We must, therefore, correct the misim-
pression that brokers are reluctant to en-
ter into fee-based arrangements where
permitted by law and desired by their eli-
ents. Independent market studies, such as
the Risk & Insurance Management Soci-
ety's 1995 Cost of Risk Survey, show that
75% of larger accounts are already on a
negotiated compensation basis but that a
substantial number prefer a commission
arrangement.

Our members are rightfully proud of
their reputations for professionalism and
service to clients, which should in no way
be diminished by the fact that they still
operate, in part, under the historical sys-
tem of commissions.

Carl A. Modecki

President and COO

National Assn. of Insurance Brokers

Washington
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There's a revolution in health care.
Its lifeblood is information.

You might expect the next breakthrough in American health care to come

out of a laboratory. Or a legislative committee. But there's a different kind

of revolution going on. A revolution based on knowledge.

Without fanfare, United HealthCare has grown to be one of America's

largest health care management services companies. We did it with a concept

we call"shared intelligence"-the idea that, by constantly analyzing our ten

mi//ion patient-years of data, we can consistently improve our services.

It's enabled participating providers to increase the use of lifesaving drug

treatments for cardiac patients. To decrease the rate of blindness among

diabetics. Even to raise the life expectancy of transplant patients while

reducing transplant costs. This sea of information is also the basis for

innovative health programs. From HMOs to PPOs to an affordable concept

called Open Access that keeps both patients and employers happy with more

freedom and better cost containment.

In other words, programs that treat people not as a business to manage, but

as the managers of their own health.

UNiTEDhealthcare
http://www.uhc.com
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lOR LONG-TERM DISABILITY THAT'S UNPARA
In your search for superior employee coverage and breakthrough

cost-containment solutions, you'll discover the road leads to Fortis. In

becoming the second-largest provider of group long-term disability

insurance*, Fortis Benefits has paved the way with new Moduct

designs that manage the full disability continuum and provide powerful

incentives for employees to return to work.

For example, Fortis Benefits pioneered the concept of Value

Options. An innovation in LTD coverage, Value Options can

*Employee Benefit Plan Review, April 1995 based on the number of master contracts in force.

LLELED,

potentially cut employer costs up to 35% by designing specific limited-

duration coverage for new disabilities such as chronic fatigue syndrome

and environmental allergic illness.

And when it comes to getting your employees back to work, Fortis

leads the way with a unique Return to Work Scale that statistically

and scientifically evaluates new claims and Medicts rehabilitation

success. By evaluating claims quickly, Fortis can direct rehabilitation

resources where most appropriate and e#ective. This proprietary

Long-term disability insurance contracts are issued and under'written by Fortis Benefits insurance Company, Kansas Ci&, MO and Wcodbury, MN, and, in New York State, First Fortis,Life Insurance Company, Syracuse, NY. Otter insurance contracts are issued and underwritten by these insurance
companies and by Time Insurance Company, Milwaukee, Wl. Securities offered through Fortis Investors, Inc., St. Paul, MN 55164, 1-800-800-2638. ©1995 Fortis, inc. Fortit and YO#U® are service marks of For·tis AMEV and Fortis AG.
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THERFS ONLY ONE PLACE TO GO.

system, combined with incentives like payment of educational andlor

child care expenses and vocationalorjob retrainingassistance, helps
employees get back to work as quickly as possible while loweing your
costs.

And in a world of voice mail and institutionalized buck-passing,

Fortis Benefits is quick, responsive and dedicated to treating you like

a person.

Part of a worldwide financial services organization 178 years old

MUTUAL FUNDS/ANNUITIES

14

and $125 billion strong, Fortis Benefits not only believes in the value

of long-term relationships, but also understands how they tum into

long-term results. It's this approach to long-term thinking that has

elevated Fortis Benefits to its leadership position in employee benefits.
For long.term disability coverage with a difference, find out what

Fortis thinks.

Call them at 1 -800-31 9-4773. www.castleadventure.com

form
SOLID ANSWERS FOR A CHANGING WORLD®
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PBMs
Continued from page 3

Although alliance officials esti-
mated companies using either PBM
would save as much as 20% on pre-

scription costs, it was dificult to
choose among the 17 national PBMs
that responded to the purchasing al-
liance's call for bids, Mr. Trapp said.

"There are so many ways to pnce
these things," said Frank M. Brocato,
president of the alliance (see stoly,
page 13).

"There are a lot of different mea-

sures and criteria you need to apply
to make a good decision. Be willing
to spend a lot of time with consult-
ing groups and others that can help
you. You're not going to know if you
got the best (deal) unless you're re-
ally willing to dig in," he said.

Plan sponsors frequently make the
rnistake of nickel-and-diming pro-

What employers want from PBMs
Services

Evaluation of generic and name brand ootions

Drug use evaluation/drug utilization review

Provider report cards

Patient education

Disease management programs

Treatment guidelines

Patient compliance programs

Outcomes data

Prevention programs

Screening programs

Formulary compliance

Wellness programs

Source: Emron Inc., CibaGeneva Pharmaceuticals

33.4% 

71.4% 

66.6% 
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had hund reds of servants to make sure Lis every

wish and comfort were attended to. jour employees J

ealth care thats just a little Lit 6etter.

Great people deserve great care and service,

whether they're an emperor or an employee. This princi-

ple has guided John Hancock for over 130 years. And it's

just one of the many reasons your company should offer

our exceptional line of managed care plans.

John Hancock is committed to being a leader in

the managed care market. Our dedication to providing

quality, affordable plans and excellent service is second to

none. Proofof this is our Signature line of network-based

managed care plans. Your employees can count on them

for access to great care and one-of-a-kind personal atten-

tion. The Signature managed care line includes PPO, POS,

prescription drug and dental plans. A John Hancock

representative will help you craft an integrated and easily

managed health care solution. 8 learn more about any

of our managed care programs, call 1-800-352-8179.
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54.296

50.0% 

45.9% 
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spective PBIVIs on discounts and re-
bates, while more experienced bene-
fit managers take a broader look at
overall plan design, said Mary
Sevon, who formerly worked for
Scottsdale, Ariz.-based PCS Health
Systems Inc. and now owns her own
consulting firm in Levittown, Pa.,
which provides PBM advice to em-
ployers and HMOs.

"The traditional employers are
very bottom-line conscious," Ms.
Sevon said. "We used to call them

bean counters. A lot of employers
think they need to cut. They don't
see the bigger picture. Cut, cut, cut
doesn't necessarily make sense."

According to a recent survey spon-
sored by Summit, N.J.-based Ciba-
Geneva Pharmaceuticals, more than

four out of five employers want theii· '
PBM to manage employees' use of
generic and brand-name drugs-a
traditional cost-cutting strategy. But
nearly 80% of employers surveyed
wanted newer drug utilization re-
view and drug use evaluation pro-
grams. DUEs set standards for safe
and effective drug use (see chart)
Fewer companies, about 62%, said
they expected disease state manage-
ment programs, which detect and
monitor patients with chronic ill-
nesses such as diabetes and asthma

to insure early and effective treat-
ment. The survey was conducted by
Warren, NJ-based Emron Inc. and

sampled benefit managers represent-
ing 1.4 million benefit recipients.

But in negotiation, plan sponsors
suffer from a lack of knowledge
about how prescription benefit man-
agers operate when they look into
hiring one, Ms. Sevon said. The ex-
ceptions are usually the largest com-
panies. "Plan sponsors like the GTEs
of the world have huge committees,
trying to buy very smart," she said.
"But that's not the norm. The norm

is that the companies don't have an
expert to look at it."

To make rnatters more confusing,
PBMs as a rule offer additional ser-

vices to try to make themselves look
unique in a crowded field. Often it
takes perseverance to get past the
window dressing.

Despite the new services, price and
customer service remain the two

chief focal points for employers in
today's market, said Debi Reissman,
president of Prescription Solutions, a
small PBM based in Cypress, Calif.
But, pricing diuerences tend to be
small, she said, and extra services-

ranging from drug utilization man-
agement to over-the-counter drug
substitution programs and mail-or-
der services-can be effective in at-

tracting plan sponsors.
"PBMs need other services in or-

der to differentiate themselves in the

market," she said. "What a PBM can

do is to make itself more interesting
and more of a partner with the client
it is wooing, so to speak"

Buyers especially are looking for
utilization review programs in search
of cost savings, she said. Under these
programs, prescriptions are screened
to detect opportunities to substitute
generic or lower-priced name brand
drugs. In UR, the prescribing pat-
terns of physicians also may be ana-
lyzed over time by computer in an
attempt to ferret out costly or even
fraudulent prescribing. "PBMs have
to do everything they have always
done, and now add to that UR," Ms.
Reissman said.

Benefit managers also incIpasingly
judge PBMs on how easy it is to co-
exist with them. The real difference

today is the responsiveness of PBlVIs'
claims adjusting processes and cus-
tomer service, said Craig Stern, pres-
ident of Northridge, Calif.-based Pro
Pharma Pharmaceutical Consultants

Inc, which advises employers and
managed care organizations on phar-
macy programs.

"The indusby in general has a
See PBMs on next page



Tips on selecting PBMs
et the buyer beware.

L More specifically, let
the buyer do research.
Consultants and those

within the prescrip-
tion benefit manage-

ment field offer employers a vari-
ety of tips on being wise consumers
of PBM services:

• Get high-tech help. For corn-
panies that plan to put a PBM con-
tract out to bid, a kit containing
planning documents, question-
naires for bidders, and a computer
diskette with spreadsheet software
to calculate the employer's needs is
for sale by the Washington-based
National Business Coalition on

Health. The Managed Pharmaceu-
tical Services Request for Informa-
tion Kit costs $500 and can be or-
dered by calling the coalition's
member services number, 202-
775-9300.

• Spend to save. Employers
should consider employee access to
high-quality drugs to be a key and
worthwhile benefit because they
can help employees deter serious
illness and costly hospitalization
later on, said Todd Swim, health
actuary and capitation practice
leader of Buck Consultants Inc. in

Chicago. Or, as Frank Brocato,

PBMS
Continued from previous page
poor service level," said Mr. Stern.
He said the following problems
plague many PBM/employer rela-
tionships: poor responses from PBMs
to consumer and employer questions,
lack of regular information on what
PBl\(Is are doing for the client, and
poor response to individual clients'
problems.

"There are ways to do much bet-
ter," acknowledged Jean-Pierre Mil-
lon, president and chief executive of-
ficer of Scottsdale, AiZ.-based PCS
Health Systems Inc., the nation's
largest PBM and a division of drug
manufacturer Eli Lilly & Co. Cus-
tomer service will improve once elec-
tronic reporting systems linked to
plan sponsors are enhanced and
when disease state management pro-
grams, now their early stages, bring
employees and their health data in
closer contact with the PBM, he said.

Mr. Millon blamed "a multiplicity
of plans, a fragmentation of health
care plans" for making mformation
flow between employers and PBMs
difficult, but said perceptions of cus-
tomer service problems will be re-
solved within a year as more reports
are converted to online data.

A way to prevent customer-service
skirmishes is to build safeguards into
every PBM contract, Performance
standards with incentives and penal-
ties can reduce frustration when a

relationship with a PBM sours.
In the case of the Employer Pur-

chasing Alliance, a list of perfor-
mance guarantees was drawn up for
its two PBMs, including phone re-
sponse time, waiting time for new
enrollees, accuracy of eligibility data,
billing accuracy, and proportion of
generic medications prescribed.

A contract also can include spe-
cific guidelines that outline how
much money the PBM will save the
plan sponsor on pharmaceutical
costs, Mr. Stern said.

It would be misleading, though, to
imply tension exists between all plan
sponsors and PBl\(Is. "To make the
blanket statement that there aren't

any of them giving good service is a
stretch, because I have had PBMs

that have good customer service,"
said Michael T. MeGinn, Atlanta-

based senior vp of The Segal Co., a
benefit consulting company. 0

president of the Tampa, Fla.-based
Employers Purchasing Alliance,
put it: "It doesn't do you any good
to save $20 on medication. I.' the

employee spends one day in the
hospital, you've blown it."

• Think about size. Employers
who are interested only in basic
PBM services should consider me-

dium-sized PBMs, said industry
consultant Mary Sevon. "If I tell
you (a smaller firm) to jump, you'll
say how high, instead of laughing
at me," she said, adding that medi-

WIAT

um-sized firms tend to be more en-

trepreneurial and less bureau-
cratic.

• Ask about DSM. For those em-

ployers that want more than the
basics, they should find out how
various disease state management
alternatives can improve work-site
wellness programs-now and a few
years down the road.

• Consider the ownership. The
matter of whether a drug company
owns a PBM should give benefit
managers pause as they consider
bidders. Merck & Co. purchased
Medco Containment Services Inc.

in 1993. SmithKline Beecham

\YOUR %511

%\

The PBMs are making no apolo-
gies. "Any major PBM that is com-
peting today is aligned with several
manufacturers," said Wayne Gatti-
nella, Merck/Medco senior vp for
marketing. "They have to be."

Plan sponsors also should probe
how the drug companies view their
relationship to their PBM subsid-
iaries. In some cases, the search for
an income stream to offset the

PBMs' high purchase prices could
create balance sheet turbulence or

even shifts in ownership. Of special
interest is Lilly, which recently has
been searching among other drug

See PBM tips on next page
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Corp. bought Diversified Pharma-
ceutical Services Inc. the next year,
followed in short order by Eli Lil-

ly's purchase of PCS Health Sys-
tems. In addition, Pfizer Inc. in
1994 created a strategic relation-
ship with Value Health Inc.

Some analysts caution employers
that a drug maker might not be
able to administer subsidiary
PBMs' formularies fairly. "I think
you'd have a hard time finding a
client who wouldn't be concerned,"

said Bob Eicher, a principal at A.
Foster Higgins & Co. in New York.
"There's obviously a conflict of in-
terest."
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Our Professional Liability Policg for Specialized Insurance Agents and Brokers
(Property/Casualty) gives you powerful protection. It's designed by some of the most knowledgeable

underwriters in the Business. With 24-Aour response. Outstanding claims service. And highly
competitive premiums (minimum: $5,000). Call 1-800-4324168 or fax 860-408-2288.

A

Executive Risk 
Executive Risk Management Associates is the underwriting manager for Executive Risk Indemnity Inc. CERII), Executive Risk Specialtg Insurance Company ( ERSIC),

and The Aetna Casualry and Surety Company's Directors and 0#icers ( D&0) Liability Insurance. [t also underwrites Lawgers Projessional Liability Insurance,

Miscellaneous Professional LiaBility Insurance and other coverages for ERII and ERSIC, Both of wkick are rated "A ( Excellent)" 8, AM. Best and -A+" 8, Standard & Poor's.

Covemge mq not be available in all states.
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PBM tips Although a spokesman for Lilly plans s they don'- want t) disrupt plans they hke or encourage em-
said nare are no current plans for Scorecards tne relationships employees have ployees to enroll in certain plans,
a write-down, a specialist at a vnth docrors she explained "Or, rn other cases,

Continued frompremouspage health care money management Continuedfom page 3 Employers may.n-end to use HE- performance guarantees are negoti-
companies, clinical labs, insur- ton said Lilly clearly lS ruing the 'We also want to know how the DIS measures to weed OLt HMOs, ated "
ance companies and information prn€ .t paid for PCS plans are usmg the data to improve but first they pu: tte plans on no- But, in general, "cutting a plan is
technology firms foi someone to "I: is definitely an account that qLahty of car€," he added tice. sating deadLnes for improve- usually the last resort," Ms Costello
buy into ownership of PCS hasn'. worked out as planned," But while benefit managers can ments in targeted areas, said Beth said

There has been industry specu- saii Rinald Nordmann, a partner use HEDIS to question plan perfor- Costello, prodLet rranager for Med- "It's going to be tough for em-
lation that Lilly may take a huge ir DE€rfield Management in New mance or to set goals for improve- Score services anc tools at MedStat ployers finally to say to some plan,
write-down on its balance sheet to York But he said Lilly has several ment, it wasn t designed for benefit in Ann Arbor, 1\Lah The Pacific 'You're not NCQA accredited, your
1 educe the value of PCS after pay- 00-ins if it takes PCS off its bal- managers to use to Need out poor- Business Grotp c,n Health, a San HEDIS score isn't good, pre-
ing the MeKesson Corp $4 billion dice sheet, including spinning it performmg plans, observers say Francisco-based employer coalltion, dicted UTC's MI Veysey
in cash for it PCS reportedly has oi to Lilly shareholders, selling it That's wh, few, if any, employers used M€dStat to collect and mea- "It's going to be some time before
had much slower than predicted 01.rignt, or turning it into a Joint have used report card data to ter- sure data for its oTT. report card we actually pull the plug on a plan
movement of Lilly drugs onto the ventire mnate plans, they say Another In some cases, rmployers might based on these quahty measures,"
market through PCS formulanes -By Robert Kazel reason employers rarely cancel decide to continle worling with he said "To me this is still rela-

tively new"
But the next step m the quahty

improvement process may be to ac-
tually execute one of these threats,
he suggested

"When you take a few out and
some big-name plans are dropped,
you enter the next stage in the pro-
cess," Mr Veysey said

Unfortunately, it w111 be quite a
while before employers can get that

U_r 1
a

aggressive because the data avail-
able so far are stlll in embryonic

rj I stages, observed AT&T's Mr Savi-
ola

r p 0 13 And while HMOs are becomingJ more cooperative with requests for
data, "there's still inconsistency" in
the way it is collected and reported,
said Towers Pemn's Mr Seaborn

. .1.1 For example, when collecting
data on childhood immunizations,

. .1
sorne HMOs may not include all
members in all locations because

the rate may be low m one area and
they don't want to skew the results
unfavorably, he explained

Capitation arrangements in
which physicians receive a monthly

.
.. e . .

stipend per patient rather than fees
.a . ..

.
. . for services rendered also remove

. ... ../ the incentive for individual data
..

collection, according to Mr Sea-
. - 0. I . born

He suggested that may be one
I. ...

reason many plans, particularly m
. .. I -

... Cahforma, are moving away from
capitation (see story, page

.

4)
The employee satisfaction survey

.. I data hkewise must be taken with a

gram of salt, Mr Seaborn added
.. ... "Some of the self-reported data

we ]ust throw out," he said "Oure

research suggests that satisfaction
. ..le .- I . 5 - survey results are more optlmlstle

. .. 5 . ..... than our fact-based survey re-
sponses indicate Our job is to con-
tmuously question those results "

But the quality of the data being
collected is continuously improving,

.
0. I. I

according to UTC's Mr Veysey
"We took baby steps before The

/
-. .. steps are getting bigger now," he

said
....

./ For example, UTC was one of the
employers that worked with the

.. e NCQA to develop standardized
4.1 4/2.4 . - . :45>

member satisfaction surveys
... A/ . "I give the NCQA a lot of credit

-w l A .... 59 ' ' »35 for trymg to collect and compare all
r . .. I L this data," Mr Veysey said

- .*.* 0  ID • • Unfortunately, building complex.

*Ii®immainfrig . $ data collection systems is very ex-
pensive, and most plans can't afford

. to pay for them because they're al-
e'=A" ..,T"B?Of ready bemg pressured by employers

to keep administrative costs down,
Mr Seaborn saidGb:En 85[D e GOOEr : 0 1 . . . 1 0 0 . {tipo 1 .

.

Already, some plans are reporting
,,lt ' €ID„'ft·li,FR,PiL.,ri,6*14,6,114 ir•r·:il,Rdi , , 4 .. 1 '9. higher administrative costs m re-

sponse to HEDIS and other report
card requirements, MedStat's Ms
Costello said

-/ I77I HEWLETTn They're choking on it," observed
.,/ - - - 1561 PACKARD Dr David Fnend, global director of

health care consulting for Watson
Premier II

Solution Wyatt in Wellesley Hills, Mass, re-
Partner fernng to the prollferation of ratrng

-

agencies and subsequent data re-
guests

"Eventually there are going to be
so many different rating agencies,
there's going to be a dilution of
therr value," he predicted "I think

See Scorecards on page 16



THE INSURANCE POLICY SAYS FISHERMEN.
BUT OUR SERVICE IS BUIU AROUND KNOWING WHAT THAT REALLY MEANS.

A workers' compensation program is just words, until you need it.
Then it's underwriting, loss control and claims management. With
our workers' comp policy, it's all those things delivered in a seamless
service structure.

What our policy's words don't say is that the AIG Companies'
regional network is positioned to give you responsive, personalized
service and claims management. With resources in all 50 states,
we re uniquely aware of local conditions and regulations.

And ifyou have interests abroad, you can access the AIG
Companies' unparalleled international capabilities, including our
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0S

worldwide claims and underwriting services. Regardless the size of
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Scorecards
Continued from page 14
we're going credential overboard."

He compared the situation with
the military specification system
that has been criticized for inflating
costs.

"The B-2 bomber may have
passed all the tests, but it still
couldn't fly," he said.

Similarly, in health care, "people
think if you just credential enough,
it'11 fly."

Oakland, Calif.-based Kaiser
Foundation Health Plan Inc. al-

ready has six employees in its cor-
porate offices who are assigned

solely to quality measurement ac-
tivities, according to David

Lawrence, chairman and chief ex-
ecutive officer of Kaiser Founda-

tion Health Plan Inc. and Kaiser

Foundation Hospitals.
"There are also many employees

out in the regions and at the hospi-
tal levels" gathering data for the
various report cards, Mr. Lawrence
said.

'Every week there's another RFP from some
client requesting some additional data or
the same data in a different format,' Dr.
Charles Cutler says.

"Every week there's another RFP  -
from some client requesting some
additional data or the same data in "What we would like to see is

a different format," said Dr. some agreement among the various
Charles Cutler, vp of medical ser- interest groups regarding data re-
vices for Prudential HealthCare, a guests.
unit of the Prudential Insurance Co. "HEDIS has been a great start,"
of America in Roseland, N.J. Dr. Cutler said. "But just collecting

That's why health plans, like HEDIS data by itself is very labcr-
their employer-customers, "would intensive and expensive."
like to see some synthesis into one "The proliferation of different
common data set," he said. data sets from various groups just

WHEN IT COMES TO

adds to the complexity of what we
need to do," he added.

And the next step in the report
card process-ollecting outcomes
data-will be even more difficult,

Dr, Cutler predicted.
He pointed to the Foundation for

Accountability's plan to collect per-
formance measures on diabetes,
breast cancer and major depression

MANAGED PHARMACY PROGRAMS,
WH(])9S REALLY 2

PULLING THE STRINGS?

1

Free your company with
objective answers from Aetna
Pharmacy Management.

/4 -,a,4 Whether you know

it or not, your

 pharmacy management

company may be a "controlled

substance," owned and controlled by

a pharmaceutical company.
On the other hand, Aetna

Pharmacy Management is fee to pro-

vide your company with unbiased,

independent solutions. As part of a
diverse organization with the broadest

picture of health care in the industry -

encompassing medical benefits, utilization

and case management, disease manage-

ment and much more - Aetna Pharmacy

Management bases its recommendations
on delivering total health care.

This opens the way to more quality

services, more positive clinical outcomes,

more cost savings. Your employees

experience a rise in quality care while

you're free to enjoy lower health care costs.

For more information - with no

strings attached - about how Aetna
Pharmacy Management can put the
benefits of independence to work for

you, contact Nancy Baba, Director of

Sales and Marketing at 860-636-7050.

/Etna

The more you know. the better you feel.»"
Aetiia, Inc.

http://www.aetliahealth.com

as especially difficult.
The year-old Portland, Ore.-

based foundation, created by man-
aged care pioneer Dr. Paul Ell-
wood, unveiled its first set of health

care quality measures in June (BI,
July 1).

"Data consistency is the single
most substantial hurdle to cross,"
agreed Kaiser's Mr. Lawrence,
"That's the problem with the
FACCT model. It presumes data ad-
equacy and consistency."

But while some physicians are
compulsive and record symptoms,
diagnoses and treatment for each
patient seen, "some have no diagno-
sis-just a chronology of what
they've done."

"You also get diagnosis creep"
when physicians in HMOs are paid
capitated rates based on diagnosis,
Mr. Lawrence added.

Physicians' reports on many con-
ditions also vary in severity, he
said, citing hypertension. "Hyper-
tension comes in many forms. We
need the exact blood pressure and
categories for what's considered
high, low and mild."

The practice of medicine is inher-
ently vague because "just as indi-
viduals are different, there's an infi-
nite variety of ways disease pre-
sents itself," he said.

One proposal under discussion
for ensuring consistency and accu-
racy of data is to require that only
audited data be reported to the
NCQA.

But requiring independent audits
to ensure the accuracy and consis-
tency of data collection "will be an
immense expense," UTC's Mr. Vey-
sey acknowledged. "Who's going to
pay for it?"

"We also have found irregularity
in audited data reporting," Pruden-
tial's Dr. Cutler noted.

Some skeptics suggest the report
cards don't necessarily measure
health plan quality but rather
plans' ability to collect data.

"There has been some criticism of

plans improving their results by im-
proving their data collection," he
suggested.

In other cases, plans that pro-
vided less data scored better than

those that more accurately tracked

procedures measured by HEDIS
and other report cards.

Some organizations may have in-
herent conflicts of interest in gath-
ering data for report cards or cre-
dentialing purposes, suggested Wat-
son Wyatt's Dr. Friend.

For example, the Joint Commis-
sion on Accreditation of Health

Care Organizations in Oakbrook
Terrace, Ill., offers consultants to

advise plans on what they need to
pass the accreditation test.

"That's like paying teachers for
answers," he quipped.

In many cases, HMOs are com-
plying with data requests without
involving plan physicians.

"You'd be surprised how many
plans are trying to comply without
involving doctors," Dr. Friend said.
As a result, "if you talk to doctors,
they probably wouldn't know what
HEDIS is."

Despite the criticism of HEDIS,
FACCT and other report cards,
most benefit managers and man-
aged care experts agree that any at-
tempt at quality measurement is
better than none.

"HEDIS has been really a great
step forward over what previously
were measures not too rigorously
evaluated," said Dr. Cutler. "But I
don't think it's the be-all and end-

all."

"A true apples-to-apples compar-
ison is beyond our reach," agreed
Blaine Bos, director of the HMO
database for Foster Higgins in New
York.

"But we're getting close with
NCQA." [gl



A.

timu 56 t to-mob

cfetu ma/ »2/
GLOBAL FOCUS

A demographic section distributed exclusivelyto

B/'s non-U.S. subscribers.

Articles in G/oba/ Focusaddressthe specific risk

management and employee benefits concerns
of executives in countries other than the United

States. G/oba/Focusprovides in-depth reporting

on issues unique to these readers' countries.

If you're looking to target executives around the

world, your timing couldn't be better with these

1996 advertising opportunities in Global Focus.

issue Date: January 29 SOCUS, O*: 3.Mial# 01£6

Issue Date: March 25

Issue Date: May 27

&+3'er* *tabil#
0012„40,ktn&,kom·AIRMIC

9-ocue 0,32 *ihk £n* 2(asedation*

Issue Date: September 2 950* on<· -588'4*,gaiadid
Ad Closing: Aug. 21 20,w,j> @S*y*USg,z<·Monte Carlo Rendez-Vous

Issue Date: October 7

Ad Closing: Sep. 25

Socum on,: 00€rfunent *ot/£/18%

Issue Date: November 11 5Uw om·

Ad Closing: Oct. 30

&,u,ironmental fabiliev

Business
Insurance

• 220 E. 42nd Street, New York, NY 10017 . Phone: 212-210-0228 . Fax: 212-210-0704



18 / Business Insurance, August 5, 1996

Spotlight report

Gatekeeper
Continued from page 4
Care Alliance Cooperative, a Madi-
son, Wis.-based employer coalition,
said, "One of the principles we're
starting to encourage is more use of
primary care and gatekeeper con-
cepts rather than less, so it does
seem to be movmg into a direction
different from what we're seeing."

"It seems counterintuitive from

what we think are the important
concepts of managed care," he
added.

However, Susan Moriconi, man-

ager. health benefits, for Palo Alto,
Calif.-based Hewlett-Packard Co.,

said, "If they feel they can provide
that broader access and still be

competitively priced, I think on
that basis it wouldn't matter much

to us," though it remains important
to maintain a "central repository"

of information about each plan par-
ticipant.

"Obviously, it's an improved cus-
tomer service, so if they can still

manage their cost and improve cus-
tomer service by open access, I
think it's great," said Fred Hama-
cher, vp of compensation and bene-
fits for Minneapolis-based Dayton
Hudson Corp.

And if it is done successfully, "I
think we're going to see more and
more open access," said Mr. Hama-
cher.

Others agree.

Referring to Blue Shield of Cali-
fornia's plan, Joseph Martingale, a
principal with Towers Perrin in
Valhalla, N.Y., said: "I think if it's
done well, it becomes a model. It
could catch on."

"I think it's part of a trend that
will probably emerge," agreed
Chuck Hartwig, a principal with
William M. Mercer Inc. and head of

its western unit health and welfare

practice in Los Angeles. "I think
you'll see more HMOs pressured to
make some changes in this area be-
cause of the fact the referral pro-
cess in many cases has become very
problematic."

Alexander Consulting's Mr. Hof-
mann agreed. "I think there's a rea-
sonable likelihood that other health

plans will carefully evaluate the re-
sponse to this arrangement and ob-
tain feedback from the health plan
members regarding their reaction to
this available option, which may
not have been available in the

past,"
Other changes in HMO ap-

proaches can be expected in the fu-
ture.

Blue Shield of California's ap-
proach is "a step where we ought to
be headed," said Steve Richter, Los

Angeles-based health care practices
leader for Watson Wyatt World-

ACCIDENT RISKS

CNA

Risks take many forms. Fortunately, so does coverage from CNA. Our ability to write group

accident coverage is multi-faceted. We cover everything from the most basic needs to the

most unusual situations-with a perfectly fitting program. And while this dexterity in group

accident looks easy, it doesn't come without practice. For more than 50 years, we have been

perfecting our skill at writing a colorful array of risks. All of which has made CNA an

undisputed leader in group accident insurance. And makes finding proper

coverage mere child's play. Call CNA at (800) 362-1852 for more information. CNA
CNA: INNOVATION EVERY DAY-

Coverages are underwritlen by Continental Casualty Company, one of the CNA Insurance Companies. CNA is a registered mice mark of the CNA Financial COrpOralion/CNA Plaza/ Chicago, IL 60685.

wide in Southern California.

"I think what we'd really like to
see is where employees can go di-
rectly to the right provider initially,
without having to screen that
through an extra primary care phy-
sician visit or extra mit as a ieter-

rent to access. I think ultimately
where we want to be is a more pro-
tocol-driven approach to when it is
appropriate to go directly to a spe-
cialist," said Mr. Richter.

Other innova:ions also are likely,
said Alexander Consulting's Mr.
Hofmann. "Given how competitive
the marketplace is becoming it re-
ally behocves every managed care
plan to explore creasively all of the
possibilities fcr maintaining and
expanding market share;' he said.

As a result, "I think it would be

premature to predict:hat th€re will
not be other innovations or oppor-
tunities to demonstrate responsive-
ness to plan members" EII
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HMO
Continued from page 6

• Harvard Pilgrim Health Care in
Brookline, Mass., is restructuring its
14 Massachusetts health centers with

640 physicians and putting them into
a non-profit doctor group. Half of
this group's board of directors will
be from the doctor group and half
from Harvard Pilgrim.

Like the laws of physics, where
energy is never destroyed but only
converted, the doctors formerly with
the HMOs do not disappear but are
converted to a new form. P'requently,
these newly formed physician groups
are sold to PMCs, which band to-
gether doctors to improve bargaining
position with HMOs and handle the
management. "They run the business
side of the doctor organization," Dr.
Reece said.

PMCs contracting with HMOs
constitute a second attack on staff

model HMOs because they are better
at lowering costs, industry analysts
said.

One drawback for physicians is
that because a PMC generally takes
capitated patients-those where the
doctors receive a fixed fee per pa-
tient for all their medical expens-
es--the doctors take on an added

layer of risk, according to analysts.
At the moment doctors don't seem

to mind, as they feel it gives them
more flexibility to treat patients effi-
ciently and keep the savings.

"That's the best way to make
money, manage quality and it aligns
incentives with cost and quality,"
said Steven Lash, executive vp and
chief operating officer for FPA

But to do this successfully they
need to spread the risk "To play you
have to assume risk and to assume

risk you have to have capital and ex-
pertise. You have to become big
business," Dr. Reece said.

The advantages of a PMC or an
individual physician group to the
doctors are demonstrated by the Tal-
bert spinoff. While owned by FHP,
Talbert could only accept patients
enrolled with FHP. This restriction

put it at a disadvantage compared
with competitors enrolled in numer-
ous networks or part of their own
physician group.

Now freed from FHP, Talbert can
pursue more patients, while continu-
ing to act as provider for FHP's en-
rollees. "It was absolutely necessary
to attract patients outside of the sys-
tem to Talbert," the FHP spokes-
woman said.

Adding enrollees allows PMCs to
spread the cost of the facilities over
more patients and fully utilize their
specialists. The biggest advantage a
PMC has over the HMO, however, is
it allows doctors to share in the reve-

nue by giving them a stake in the
profits, said Dr. Albert E. Barnett,
chairman and CEO of Caremark's

Friendly Hills HealthCare Network.
Both FPA and Friendly Hills pro-

vide salary and perfomiance-based
incentives to their physicians, some-
thing HMOs generally do not. It is
because of these advantages that Dr.
Barnett sees the staff model eventu-

ally disappearing.
Not everyone, however, agrees that

the staff model HMO is an endan-

gered species. One analyst, Barry
Moore, managing director for North
America with Hamilton/KSA in At-

lanta, said the current trend is only
temporary to give managed care
companies more flexibility.

Ultimately, he predicted that the
staff model will reign supreme as it
is the best for containing costs while
also providing a high quality of care.
"It will be the predominant model,"
he said. "It is the logical model. No-
body knows what the right answer
is, however. People are casting
around, but nobody knows what the
right model is." lei
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RISK MANAGER OF THE YEAR AND RISK MANAGEMENT HONOR ROLL AWARDS

These awards recognize individual accomplishments in the field of risk management. For nominating forms and rules, write or call:
BUSINESS INSURANCE • Editorial Department • 740 N. Rush St. • Chicago, IL 60611-2590

phone: 312/649-5319 • fax: 312/280-3174

EMPLOYEE BENEFITS COMMUNICATION AWARDS

The EBC awards honor employers for excellence in communicating benefits programs to their employees. Insurance companies and

consulting firms also are recognized for their participation in the preparation of award-winning communication programs. For entry

forms and rules, write or call:

BUSINESS INSURANCE • Communication Services • 220 E. 42nd St. • New York, NY 10017-5806

phone: 212/210-0299 • fax: 212/210-0704

WORKERS COMPENSATION CONFERENCE

Presented in conjunction with IBF Conferences, this event addresses the specific concerns of corporate executives managing workers

compensation programs and rehabilitation services. Sessions cover this rapidly changing environment and creative and innovative

strategies to curb costs. For details on registration or exhibition,write or call:
BUSINESS INSURANCE • Communication Services • 220 E. 42nd St. • New York, NY 10017-5806

phone: 212/210-0299 • fax: 212/210-0704

REPRINT SERVICES

BI's Reprint Department can provide reprints, in quantities of 100 or more, of any article appearing in the weekly newsmagazine.

Legal permission, complying with U.S. copyright laws, also can be provided to companies wishing to reprint, on their own, material

appearing in the newsmagazine. For information, write or call:
BUSINESS INSURANCE • Reprint Department • 740 N. Rush St. • Chicago, IL 60611-2590

phone: 312/649-5319 • fax: 312/280-3174

ARTICLE FAX SERVICE

For article photocopies sentbyfaxon the same day, call us withyourcreditcardinformation, specifyiNissuedate and article headline.

The charge is $7.50 per copy*er article. In-publication directories are not available by fax.
BUSINESS INSURANCE • Reprint Department • 740 N. Rush St. • Chicago, IL 60611-2590

phone: 312/649-5398 • fax: 312/280-3174

SINGLE COPY SALES

, To order a current or back issue of Business Insurance, call the single copy sales division of BI's Circulation Department:
800/678-9595

DIRECTORY OF BUYERS

The 1995/96 Business Insurance Directory of U.S.-Based Corporate Buyers of Insurance, Benefit Plans and Risk Management
Services contains alphabetical listings of nearly 3,200 U.S. corporations. You'll find names and titles of over 16,000 executives
responsible for risk management, employee benefits and more - plus vital statistics on primary type of business, revenue or assets,

and number of employees. To order your copy of this thirteenth edition, available in print or on disk for the PC, call:
313/446-1623

The 1995/96 Business Insurance International Directory of Corporate Buyers Based Outside the U.S., lists nearly 3,000 executives

in more than 500 companies from 21 countries. In addition to address, phone and fax numbers, listings include primary type of

business, currency of the country, revenue or sales, names and titles of CEO and other executives responsible for risk management,
security, benefits, health care and finance. To order your copy of this second edition, available in both printed bound volume or on
disk for the PC. call:

313/446-1623

DIRECTORY OF HMOs and PPOs

The 1995/96 Business Insurance Directory of Managed Care Providers is published as a special extra edition of BI. The directory

contains profiles of over 1,700 HMOs and PPOs across the country - organized alphabetically by state. To order, call:
313/446-1623

IN-PUBLICATION DIRECTORIES

Business Insurance publishes more than 20 comprehensive in-publication directories during the year, making access to services and

suppliers easy. Providing detailed listings of firms in specialized areas, BI's directories give readers a direct route to better
management techniques and eliminate frustrating hours researching services and suppliers available in the marketplace. For a listing
of BI's in-publication directories, call:

312/649-5279

For more information, call one of the numbers listed below:

Advertising Information: 212/210-0228

Subscription Information: 800/678-9595
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i How to use
Prescription benefit manager directory directory

Retail Network Formulanes offered Open, (1Bsed, re. 1995 reienues The second annual Busmess Inst£r-

stncted/customized ance directory of prescnption benefit
Ptarmac; locations 38,000 Total gross re:enue $52,900,000

Pharmacies contracted*** managers (PBNIs) lists organizationsIndelien- PBM gross re·,enue $49,400,000Mail order serices dently owned, retail chains that provide general prescnpbon
PBM Clients beneflt management services

Percent =f presenpbon volume 74% Reports provided Physician prescrib-
APB America Prescnption benefit managementing patterns, generic vs name brands Total

Gencne usage
1,082

170 N Millward,PO Box 27000, dispensed analysis, employee ut Jzation, Emplover/grcup plans witt direct service 1,082 services are defined as an mtegrated

Jackson Wyo 83001, 800-733-2722, Percent c,f prescrlptton volinie 38% standard, ad hoc customized package of services designed to con-
Lives Covered

fax 307-733-4211 Service area United States trol the types and distnbution meth-
Stat

Bnling methods Capitated -ate, fee Group Healt} ods of prescnptions used by plan
i Tata. 30 per claim Volume discounts to employ- Total 5,060,186 participants

1995 revenues
InddcUS 2 registered pharmacsts Actl, e enrollees 5,060,186ers The package of services must in-

through enrploy€.rs 75%
PBM gross revenue $6,000 000 P!31%1 services smce 1994 Contact Tony Cerdan, director-mar- clude several of these elements phar-

thluugh Unt-party vendon, 25% maceutical benefit design consulting,
PBM Clients 1 Services Retail pharmacy ne.work, keting

* Esnmate " Szibcontracted Retail vet:04 disease management of participants,
1 ma-1-0-der dlstnbution", claims pro-

Total 100 -* Offers three types of nettbork, Epo, PPO prescnption educational services forces..ing, online claims processing*, con- Pharmacy locations 42,500
Employer/grc,up plans with direct service 95 and cussomed users or physicians, utilization re-crenE utillzation review, disease man-

Mad-order stirnces view and claims processingLlies Covered agement, retrospectlve utllizancn re-
The PBM services must be pro-

Group Health
view, oenefit design consultmg ormu- Aetna Health Plans/Aetn a Percent of pescrphon volume 20%

vided on an unbundled basis (i e, of-
Total 5 6,000 1£, r_anagement/review, monitoling of

Thrmean prescnblng practices pattent Pharmacy Management Generic usage fered separately from other products
1 Active enrollfs• 4,000 and services the PBM may offer),

through emplo>en, 451. edLeation, workers compensation capi- 151 Famlington Ave, Hartford Pereert of presenptlon vilume 40 24%

thmugh thlrd-party vercors 25% tated programs Conn 06156, 860-273-0123 Continued on page 24
and the services must be available to

corporate and institutional employer
clients other than third-party ven-
dons

1 Listings begin with the company
name, address, phone and fax num-

1-=\
bens

1995 revenues include total gross

ii I revenues, gross revenues generated
from PBM services and gross revenue

RISKMASTER
from unbundled PBM services

1] 'T ] The PBM chents section specifies

, orirr ES)31. 4 ",i, I , D, total clients for which prescription
benefit management services were
provided and the number of employ-

:F 1, er/group plans who contracted di-1 rectly with the company m 1995
Lives covered lists total group

1 health plan hves (both ehgible and
active),actlve group health enrollees

1 ' 6 *1 ,1(/1' i' f 1 :' ' fl 1 ,; I*,t'..mil'll 4>*- ihi#Mot
f and active workers compensation en-

Piliul'=ctsm ·as rollees in 1995

Pea,1 1/-mr 11 3 R-» D-· mA'Z -1 Please note Active enrollees in-

.
8111.Ia:lo a. ENs*9

U,mcaRN.Amn,55 1 1

cludes only those participants who
actually received prescriptions

E=21*,ain.Iminmams W through the plan
Along unth the number of active

P'...'. P./.r N n.".41. Cul'..../

/151" 1 1, Aft group health enrollees is a breakout
indicating the percent enrolled via

5 (--11 -a..j* 18"..,P-* 1 direct contract with employers,
i 104=*Re,imm 2 *I through thlrd-party vendors andDDZ'./'Im 1,IC,m,11$

kFI#Whka#M#W Are'WWS**%44" *%*41 1 1t' , through Medicare/Medicaid The,. 1500.06 $5/,0 $0.00 r =0063
*-ro $ikm percent of active workens compensa-

¥3/11*Irm =00 *1 Knitai tion hves enrolled through direct

lit, .1.''
contract with employers is also
given

Retail network information m-

$amt-/ =2 cludes the number of pharmacies

, '2 "'i'':7-;.1.3 ' z 08/ W --
- - who participate in the company's

network

1 nam.UImt.1,1*,28Asss liwsts,ma j ' The percent of prescriptions hlled
g.„0*4 =-

1 *mm. 10,/:Snms 1 IT'kleta,PN i through mail-order services and the0.1,= D'n M==.1,- 1_ R.p.•L iet,mnS. 1|14,56,9- i F percent of prescriptions Blled with
El= 1.4 EIC*rk 1 *4£
„Sm=lis. M R=* 1,_ n» Nlmaar i GENERAL CLA

generic equivalents is listed next
Staff mformabon is given m full-

D.. Clal.* 1 1 P*.N-.ism'35 time equivalents for 1995 and details
. 13-M.0. M 1-1 I Irp,c6 rDIi* 1 1=1 1 the total number of staff members as

''<.1' /1 1)1'1"i/11 f ,{ well as the total number of profes-
*41=mlf¥' 1.*Wd IRI.'4'.*' 1 sionals assigned to prescription bene-

r ht management services (not mclud-
E ... .... 1 EVI50501=% 1 21@namaiRmmLIWO.,51 11../ 1
ed**Ntl.18014

ing sales or marketing staff)
' ' rit li PBM services offered by the com-&'allmilly amil- 6 90*Mmnass ijm:#& 9

-
pany are identified next SenncesSm*as,Nn. 11 1 1 E,I ©#I/{

1 that are provided through a subcon-File '1511.* 1

De•a.... 0505,#N....£&.Immi i P:**11..1 tracted organization are indicated
with a footnote

Da'.3.atur. 19 0/0 4 SIr.':* Do'.1 1.4 i
D* 00*84% 1 14 Network design specifies the type

Ii of formularles offered by the PBMP.ar. F-/ 4
Open formulanes allow patients to

'11 1). 1, 1,1, 1,1(1,
Per*2.* i receive presmptions from a rela-

-+- ill

tively unrestncted list of drugs,
whereas a closed formulary specifies
the brand names/generic drugs that

// 1/,1 WOEKERS COMPENSATION must be dispensed to receive cover-
age through the plan

1

Restricted/customized formularies
t

f
..' fall in the middle and usually pro-

vlde coverage for drugs not specified
b

m the formulary-but at a reduced
rate-and may allow the chent to

11, have some Input m the design of the
L

formulary
The sections that follow Indicate

r

work, the types of reports provided
to the cllent, service area, and bltling

09,

It .

the types and names, if provided, of
pharmacies participating in the net-

. methods offered If volume discounts

are given to employer chents, those
discounts are noted under the bang

f ,
methods sechon

f 1 Pnncipal officers and a contact
4

person for readers seeking more in-
formation complete the listings

Listings are responses to a Busz-
j ness Insurance questionnaire The di-

rectory is publlshed as an editonal

PLAY TO %11 1-
service, there is no charge to be m-

-4 cluded

Although every effort is made to
publish complete and accurate
hstings, BI is unable to venty all in-
formation
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Benchmarks down approach discussed above ist for external benchmarking

Some of the participants were surprised that their Through proper comparison, an organization can

results were not as impressive as they thought, others Identify target areas that may have a positive effect on
L Cont:nued from page 25 now had the means to validate their success The its bottom line lel

I That group was comprised of seven large firms- group prepared process maps of practices of members
GTE Corp , Xerox Corp , PPG Industries Inc, with the best results and compared them with their
Whirlpool Corp, Abbott Laboratories, Colgate-Pal- own
molive Co , and Johnson & Johnson Each participant By understanding practices that led to improved re-
had ample statistical information for internal bench- sults and how the culture of the corporation affects

, marking, but was unable to make meaningful external the process, several members of the group were able to

* comparisons apply these practices to their own operations and
The group pooled its workers compensation loss and achieve improved results

', , exposure information to measure and identify best Benchmarking lS becoming an increasingly popular
* i practices for reducing total cost of risk method for organizations to reduce their total cost of Paul Steinman is up and client

systems manager for Johnson &With the group's combined Information assembled, risk While internal benchmarking iS often the best
external benchmarks were developed using the top- place to begin, more sophisticated techniques now ex- Higgins in New York

Employee sponsored shuttle is not a 6ride-share' program
An employee injured on a shuttle bus part, that Mr VanDerWeele's inlury was distinguishab1e from "advertising

provided by her employer to transport legal Briefs not work-related injury," which is injury to another that
employees between the workplace and Mr VanDerWeele argued his act in results from the content of statements

an off-pI emises parking area was not commercial liability insurance policy helping the stranded woman was a about the products or services of the

participating in a "ride-share" program issued by Austin Mutual Insurance, charitable act promoting goodwlll policyholder
within the meaning of the workers which covered property damage caused between his employer and the public The court emphasized that there was
compensation law, according to the by an occurrence Thus, Mr VanDerWeele maintained virtually no causal connection here
Supreme Judicial Court of Maine The policy defined "occurrence" as an his act was incidental to his between the alleged injury and the

Doris L Croteau-Robinson was accident The contractor filed a clann employment alleged advertising
employed by a bank which provided its with the insurer for the $10,000 The appellate court rejected the notion The trial court decision was affirmed

employees off-premises parking located expenditure that "such an amorphous and Select Des:gn us Union Mutual Fve

between one and two miles from the The insurance company declined speculative benefit can by itself supply Insurance Co , Supreme Court of
office The employer also provided a payment the required nexus between the accident Vermont, March 22, 1996 (BI/02/S -$10 )
shuttle bus to transport employees The contractor sued the insurer, but and the employment so as to confer
between the parking area and the lost in the trial court coverage under the Act " The award was No comp benefits for fall
workplace The appellate court agreed with the reversed

While returning to the office durmg a insurance company that the property Construction Management vs Injuries from idiopathic falls on the

lunch break, Ms Robinson caught her damage here was not caused by an VanDerWeele, Court of Appeals of lob generally are not afforded coverage

shoe on the edge of the bottom step of occurrence" because the property Indiana, Jan 23,1996 (BI/01/S -$10 ) under the Workers' Compensation Act,

the shuttle bus and injured her back damage was not the result of an according to the Court of Appeals of
Georgiaand neck unexpected event Soliciting, advertising differ

Ms Robinson filed for workers According to the court, the property The claimant in this case was

Does a business owner's liabilitycompensation benefits, which were damage was itself the unexpected event employed as a computer clerk with a

denied Thus, the court said that the property insurance policy provide coverage for a bank When her supervisor noted

On appeal, the employer argued that damage was not caused by an accident, competitor's suit alleging that the numei ous errors in her work, the

competitor's former employee took claimant explained that these errorsthe shuttle bus service was a ride-share but by the subcontractor's intentional
program and that inluries received act proprietary information when he left the were related to vision problems Shortly

competitor to join the policyholder and thereafter, she had a fall at work,while using the service did not arise out The court rejected the contractor's

of or in the course of employment for argument that the term "accident" used the information to lure away the apparently from fainting, and hit her
competitor's customers9 The Supreme head on the baseboard

workers compensation purposes should be broadly construed to include
Court of Vermont concluded that it did She alleged suffering double vision,According to the court, the term the unintended consequences of

"ride-share" ordinarily refers to the intended acts not headaches, neck pam and carpal tunnel
Select Design Ltd , a customti ansportation of commuters between Oak Crest Construction Co us Austin syndrome as a result of the fall The

screen-printing business, hired Glenthe work-place and home The court Mutuat Insurance, Oregon Court of claimant filed for but was denied

concluded that the employer-sponsored Appeals, Nov 8, 1995 (BI/05/A -$10) Cousins, former sales manager of RMH workers compensation benefits on the
Associates Inc, Select's competitor Athere was not used for the purpose of gi ound that the fall did not arise out of

commuting between the workplace and Assist not linked to work that time, Select was covered by a her employment

 home and was, therefore, not a business owner's liability insurance The appellate court said the claimant
Is an employee injured while assisting policy issued by Union Mutual Fire did not fall into an exception to the ride-share program The court said the

an accident victim engaged m an act
' denial of benefits to Ms Robinson was Insurance Co The policy provided general rule excluding benefits for

incidental to his employment because it coverage for bodily injury, property idiopathic falls in cases where theerroneous

advances the employer's interests? The
Croteau-Robinson us Merrill damage, personal injury and advertising claimant strikes some object specifically

Court of Appeals of Indiana decided that injuryTrust/Fleet Bank, Supreme Judicial related to the workplace, such as a work

Court of Maine, Jan 17, 1996
it was not RMH sued Select, alleging that, on bench, machinery or equipment, because

(BU04/Au -$10)
Lynn VanDerWeele worked for leaving RMH, Mr Cousins took with him of the increased risk caused by the

Construction Management & Design Inc proprietary information, including a presence of the work-related obiect
as part of a four-man trimming crew at customer list, and then tried to lure The court rejected her claim that herProperty damage cause is crucial a house under construction The crew RMH customers to Select with the fall was not directly to the floor, but was

The Oregon Court of Appeals ruled were allowed two 10-minute breaks a proprietary information he had taken interrupted by hitting her head on the ,
that a commercial liability insurance day Select notified its insurance company baseboard
policy required that the property Their activities during breaks were and requested that it defend and The court said the baseboard-like a

damage be caused by an accident, not not restricted so long as they did not indemnify it in the suit The insurer floor-is a structural hazard that the

that the property damage itself be an exceed the 10-minute limit denied coverage The trial court ruled claimant was equally exposed to apart
accident In February 1994, the crew members for the insurance company from her employment The denial of

Oak Creek Construction Co, a general were working in the house when they On appeal, Select argued that the benefits was affirmed

conti actor, was hired to build a custom heard tires spinning outside They went complaint against it alleged an Prudentzat Bank et al vs Moore,
house out of the house and saw a van driven by advertising injury and was within the Court of Appeals of Georgia, Jan 17,

It retained a subcontractor to paint a woman had slid off the driveway of the scope of the business owner's policy 1996 (BI/03/S -$10 ) Inl

the woodwork in the home The house next door They decided to assist According to Select's argument, the term
subcontractor completed the painting, the woman advertise" is broad enough to These abstracts were prepared by
however, two to three weeks later, the While Mr VanDerWeele was walking encompass solicitation But the court Mayo H Sttegler Copies of these
paint failed to cure properly on the adjacent driveway, he slipped and said that the general definition of dects:ons are avadable by sending a $10

The contractor hired another hit his head, suffering an injury He filed advertising is "widespread distribution check payable to Mayo H Stiegler, to 
subcontractor to repair the painting, for and was awarded workers of promotional material to the public at Business Insurance, 740 N Rush St,
expending more than $10,000 The compensation benefits large " Chicago, m 60611-2590 List the
contractor was covered under a The employer appealed, contending, in According to the court, this is numberfor each opznzon
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Perspective-

ASK A RISK MANAGER
Managing comp cases
can reduce claim costs

Q
We are always looking for ways

to improve the workers

compensation claims management
function but wonder if we are

getting the optimum value from

medical case management
activities. Do you have any

experience in this area which may
be of help to us?

Yours is a very valid question,
especially because medical case
management services play an
important role in workers
compensation cost containment

programs. As workers
compensation costs continue to escalate, risk managers
are faced with the challenge of putting all available
resources together to keep claim expenses under
control.

And, realizing there is a real opportunity to use
medical case management in a workers compensation
setting, service providers have been eager to offer a
variety of programs. It is important, however, to make
the marriage of medical case management services and
claims administration services a productive and fruitful
relationship.

To achieve the optimum results from these groups,
you and your service providers must be willing to invest
time in the development and planning stages of the
program. It's your job to let your service provider know
what your expectations are and then establish common
goals to achieve them.

I don't believe anyone will argue that claims adjusters
and medical case management personnel have very
distinct roles when it comes to workers compensation.

For example, the claims adjuster verifies that medical
bills are in keeping with fee schedules and that any
medical treatment provided to the employee is relative
to the diagnosis. They are responsible for maintaining
adequate case reserves and see to it that all medical and
indemnity payments are issued in a timely manner.

And, let's not forget about those cases that find their
way into the legal system. The claims adjuster is
responsible for coordinating defense activities with
outside counsel.

Finally, it is that same claims adjuster who assures

Surfing
Continued from previous page

corporations. She shows why riding the crest of the
latest management wave, then paddling out again just
in time to ride the next one, may ultimately lead to
corporate wipeout. Formerly with McKinsey & Co.,
Ms. Shapiro is president of the Hillcrest Group, and
should know of what she speaks on the issue of man-

agement consulting and fads. Ironically, if clients take
her advice, she may end up with less work!

Ms. Shapiro's anecdotes show how managers can
learn from their predecessors' clever innovations or
misguided assumptions. For example, using her
steady but less-than-ideal relationship with her own

dry cleaner, Ms. Shapiro shows how customer loyalty
is not always the product of customer satisfaction.

'Tad Surfing" also contains a humorous glossary ti-
tled, "The Fad Surfer's Dictionary of Business Ba-
sics," giving risk managers jargon-free and tongue-
in-cheek definitions to "bizbuzzwords" frequently

bandied about in boardrooms and top management
confabs.

One criticism often leveled at risk managers is that
they don't speak the language of top management.

that the proper reporting forms are filed with state
insurance regulators. Working in tandem with the
adjuster, the medical case manager is focused on
directing the treatment plan for the employee and
coordinates this plan with the attending physician,
claims adjuster, employee and employer.

If it appears that a variety of forces impact the
process, you are absolutely correct.

The success of the entire coordination effort is found

in a single word: communication. Without continuous
dialogue among these parties, the claims management
process loses some valuable efficiency.

A growing number of third-party administrators,
recognizing how complex the claims adjusting process
has become, are beginning to introduce a new concept,
that of a nurse/adjuster. I must admit the notion was a
bit strange to me initially, but as I began to contemplate
the purpose of the role it made perfect sense.

Those of us who are entrenched in the claims

management process recognize the importance of early
intervention in the medical treatment process. My risk
management group attempts to channel employees to
"approved" care providers whenever possible and
subscribers to a program that requires an initial
telephone assessment by a nurse or physician on any
workers compensation case involving three or more lost
workdays. Under our current scenario, when the
assessment has been completed, the information is

routed to the claims adjuster, who determines if
additional medical case management services, such as
rehabilitation, are necessary.

It remains the role of the claims adjuster to
orchestrate the case management activities, including

those of the medical case manager. The nurse/adjuster,
however, would assume a major role in the claims

management process after the first telephone
assessment by remaining actively involved in approving
and reviewing the treatment path of the employee. Both
the nurse/adjuster and claims adjuster would be in
continuous communication until the claim was settled.

Our TPA enables us with to view adjuster notes
online and plans to include the nurse/adjuster notes in
the database. Under this approach, we could receive an
immediate update on the complete adjusting file with
just a few key strokes.

I believe the greatest hurdle for a TPA to overcome is
to sell the nurse/adjuster program to the claims

adjusting unit, because the adjusters have a tendency to
quite literally take ownership of their files.

As a customer, the risk manager looks for the quality

of service and must always consider the price. When it
comes to pricing, we want to assure ourselves that we

"Fad Surfing" offers one antidote, as it gives risk
managers broader insight on popular management
trends. For this alone, the book is worth reading, even
though admittedly its target market and audience is

not limited to risk managers.
Cash-strapped companies are increasingly tempted

either to eliminate the risk manager's position as a
costly luxury or to outsource the function. A corollary
of Ms. Shapiro's book, however, is that outsourcing
cannot replace the hard work of thinking, a task that

should be the responsibility of those inside the com-
pany. She thinks too many CEOs and leaders have es-
sentially outsourced the job of strategic thinking,
wanting highly credentialed gurus to validate plans.
In other words, risk management as a function has to

get done, whether you do it through an on-staff risk
manager or outsource the function. If you think hiring
a risk management consultant or leaving it to your
broker is the answer to the risk management chal-

lenges of the '90, well.. .perhaps think again.
The point is not that re-engineering, benchmarking

or TQM are worthless management theories or prac-
tices. The point is that these must be carefully thought
out and customized to the unique needs of each orga-
nization's aims, culture and values. Quick fixes are il-

lusory, in management and in risk management.

are paying a reasonable fee for this expanded claims
adjusting service.

To evaluate whether medical case management
activities are generating a beneficial financial return,
these should be a tracking system in place to measure
the results. What I refer to as "real" savings will not be
evident immediately. Medical case management costs
involve dollars spent up front but should generate
measurable savings in six to 12 months depending on
your workers compensation claim frequency and
severity history. If you have a risk management
information system, you can program various reports to
compare claim costs with medical management costs.

In summary, as I see it there are three key objectives
of a medical case management program:

• Reduce the cost of workers compensation claims.
• Decrease the administrative cost of the workers

comp program.

• Provide appropriate, high-quality medical services
to the injured employee.

When these have been accomplished you can consider
the program a success. KII

Would you like advice from an erperienced
colleague on a risk management, benefits management
or actuariat problem? Four quarterly features in the

Perspective section of Business Insurance can give you
some answers.

Ask A Risk Manager, Ask A Benefits Manager, Ask
A Benefit Actuary and Ask A Casualty Actuary
answer written questions from readers on risk and

benefits management issues and actuarial problems.
This month's column on risk

management issues is written by

 Susan M. Werner, director of risk
management at Hardee's Food

* . * ' Systems Inc. in Rocky Mount, N.C.
Dennis J. Ninaut, managing director

of compensation and benefits for
: 3-1 1 / ** Andersen Worldwide in Chicago,

1*5 answers questions on employee
 benefit plans. William J. Miner. an

Ms. Werner actuary with Watson Wyatt
Worldwide in Chicago, answers actuarial questions on
benefits issues. And, Richard E. Sherman, president Of
Richard E. Sherman & Associates Inc. in Ashland,

Ore., answers actuarial questions in the casualty field.
Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, Ill. 60611. Please give us

your name, title and employer; however, Business
Insurance witt consider unsigned letters.

Rather than chasing the latest management theory
hula hoop, instead of aping the nostrums proffered in
today's hottest business book best-seller, the hard

choices of thinking confront us all. There will likely
never be a "One-Minute Risk Manager," even in these
nanosecond '905.

Ultimately, Ms. Shapiro explains why most man-

agement solutions lay not with expensive consultants
but with people already in the company. Arguing that
managers should use their brains and not their pen-
chant for quick fixes, she strips the hard-sell varnish
off the fads and gives solid advice for the long haul.

Fun and irreverent, "Fad Surfing" belongs on any
smart risk manager's bookshelf. In'

Kevin At Quintey is up of risk
services for MEDMARC Insurance

Co. Inc. and MEDMARC subsidiam

Hamitton Resources CO77., both

located in Faitfag Va. Mr. Quinley
holds the Chartered Property &

Casualty Underwriter and Associate
in Risk Management designations.
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Benchmarks keep companies moving
External reference points

key to significantly improving
risk management results

By Paul Steinman

 GROWING NUMBER OF ORGANIZATIONSnow use benchmarking to improve how they
manage and control their total cost of risk.

By comparing operations against a standard, it's
possible to identify good and poor performers relative
to the benchmark, as well as the factors contributing
to the performance differences.

Alternative practices then can be applied to
improve results.

Ultimate incurred losses
ABC Co.

 Actual - Company avg.

Incurred losses

$35,000

30,000

25,000

20,000

15,000
Location A B C

Company top 10%

D E

Figure A GRAPHIC BY LISA KRUSS

Until recently, internal benchmarking-such as

comparing loss experience of one location against that
of another-was the most popular benchmarking
technique used in risk management.

In figure A, five locations of the hypothetical ABC
Co, are compared with each other with regard to
ultimate losses per some unit of exposure.

In addition, each location is compared against two
standards-the company average at ABC Co. and the
average for the top 10% of locations within the

company.

Without the benchmarks, individual locations can

compare themselves against one another. However,
the significance of their performance becomes more

apparent when compared against the benchmarks,
which provide a point of reference and furnish each

location with a new yardstick. In this way, each
location can determine if its performance is above or
below the company average, as well as the average of

the top 10%.
Such comparisons help identify ideal performance

standards, and companies can use them to set
attainable incremental goals.

In this case, although Location E is the best in the
group, it still has a long way to go to become a top
performer. Benchmarks can help Location E adjust its

goals accordingly.

Figure B

Ultimate incurred losses
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Similarly, Location D may set a more realistic goal
of reaching the company average.

These comparisons are the first step to gaining
insights about the underlying processes that
contribute to superior results.

Identifying the practices and procedures that
achieve the best results provides the operations in the
comparison group with blueprints that can lead to
improved results.

Even though internal benchmarking can be very
useful, it doesn't always produce optimal reference
points.

In figure B, five locations of the ABC Co. again are
compared with one another, the company average,
and the average for the top 10% of locations within
the company.

However, this time all locations are performing
better than the company average based on the

Ultimate incurred losses
ABC Co.

- Company avg. -- Company top 10%
- ;ndustry best - World best
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benchmarks established earlier, and all but one rank

among the top 10% of performers in the company.
Although Location D has achieved the best results

in the comparison group, its performance hasn't
created a new standard for the company.

Missing from this comparison are external points of
reference. Without them, the ABC Co. can determine

only how well it is performing against itself. Gauging
whether its performance is in fact superior or inferior
can only be accomplished by adding an external
reference point.

In figure C, two external performance standards
have been added-best in the industry and best in the
world. With these references, it's clear that the ABC

Co. has a long way to go before it can consider its
results the best in its industry, and even longer before
it makes it into the upper eehelon of World Class.

Further, although Location D, ABC Co.'s top
performer, can be classified among the best in the
industry, the external benchmark implies that it still
might identify practices that can improve its results
further.

One reason internal benchmarking is more widely
used over external benchmarking is the availability of
information.

Typically, external benchmarks are either
unavailable-because competitors rarely share this
information-or unreliable. Nonetheless, external
benchmarks yield a wider array of methods to
improve results.

For external benchmarks, use a top-down approach.
Start with broad comparisons before examining
information with a greater level of detail.

For example, a benchmark based on a national
average could be the first point of reference.

The next point of reference could be refined to a
particular industry based on an industry average.

Subsequently, a more detailed view could be
created for each state.

This approach is particularly important for workers
compensation, where each jurisdiction is governed by
a different set of rules.

Finally, information would be analyzed by various
factors and processes, including length of disability
for return-to-work programs.

In evaluating claims and exposure statistics, several
items can be compared, including:

• Coverage, such as workers compensation, general
liability.

• Financial information, including medical,
indemnity, expenses.

• Medical costs and medical-only claims.
• Indemnity costs and claims.

• Expense costs and expense-only claims.
• Average incurred.
• Industry type.
• Cause of loss.

• Contributing hazards.
• State, province, or country.
• Time to report claims.
• Time to close claims.

• Body part (for workers compensation).
• Injury (for workers compensation).
These items can be used in any combination.
The benefits of external benchmarking can be

illustrated by a group formed in 1993, the Johnson &
Higgins Workers' Compensation Quality Council.

See Benchmarks on page 27

Irreverent book tries to re-engineer focus away from fads
'Tad Surfing in the Boardroom: Reclaiming the Courage

to Manage in the Age of Instant Answers"
By Eileen C. Shapiro

Published by Addison-Wesley, Jacob Way, Reading,
Mass., 01867, 617-944-3700

$22

By Kevin M. Quinley

 RE YOU FED UP with flavor-of-the-monthmanagement fads?
Re-engineering. Total quality management. Reinventing

re-engineering. Best practices. Outsourcing. Market
discipline. Fourth-generation risk management.

Book & Ideas

It seems as though risk managers-like other business
professionals-can't turn around nowadays without being
force-fed some new prescription for organizational
nirvana.

An insurance chief executive officer attends a monthly
Big Think with other industry executives.

Invariably returning with some new acronym4aden

panacea (e.g., "PRIDE, .«EXCEL," etc.), the CEO forgets
performance review dates of key managers and rarely

circulates advance agendas for staff meetings.

All the while he exhorts his troops on the need for
advance planning.

Companies worried about managing risks and surviving
into the 21st century have retained consultants, fired risk
managers, empowered themselves with the latest computer
technology and jumped on the information superhighway,
yet many of them remain clueless.

In her new book, 'Tad Surfing in the Boardroom,"
management consultant Eileen Shapiro explores the
pitfalls companies face when they jump on the latest
bandwagon.

Ms. Shapiro also gives intelligent advice for
managers selecting programs that will work for their

See Surfing on next page
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Insurance marketing on Internet
won't eliminate need for agents

But strategies on luring Web browsers differ

By ROBERTO CENICEROS

s insurers and other

A
industry-related or-
ganizations explore
applications for the
Internet, their ap-
proaches and goals

remain a mixed bag, revealed a

panel addressing the Insurance
Marketing Communications
Assn.'s annual meeting recently.

Just how to entice customers

and distributors to cut through
the Internet's clutter and search

out their particular Web site is
one area generating different
ideas. But panelists don't foresee
direct marketing through the In-
ternet radically altering the cur-
rent distribution system by en-
tirely eliminating agents.

'By and large, people
want to deal with

people,' says Peter Van
Aartrijk. 'They want to
buy from people.'

"Part of the problem right now
is that people are experimenting
with the Internet," said Peter Van

Aartrilk Jr., vp of communications
for the Independent Insurance
Agents of America in Alexandria,
Va. "Everybody says, 'Well you
have to be there.

You do have to be there to

make sure your home page com-
pares with the competition's, Mr.
Van Aartrijk said.

But Mr. Van Aartrilk he said he
is not certain the Internet will be

absolutely vital for sales in the
short run because it remains too

cumbersome. Long term, it will
become more conducive when it

is as easy to use as changing chan-
nels on a television, he said.

But the IIAA and insurers are

forging ahead, using the Internet
to get their names and messages
Out.

For example, the IIAA uses the
Internet to attract agents to its

membership list and to send out
action alerts when pending legis-
lation stands to affect agents.

Novato, Calif.-based Fireman's

Fund launched a Web site in

April, said Richard Denney, direc-
tor of creative services. Although
the insurer spread word of the site
through mailings, the Internet
eventually could become the pri-
mary method of communicating
with distributors and cementing
relationships with them.

"Right now it's primarily (for)
our own customers and our

agents," he said. "We haven't re-

ally developed a strategy for try-
ing to mass market through the
Internet yet, and I'm not even
certain that that is one of our

goals."

Yet Fireman's Fund is currently
examining several options, such
as Internet shopping malls, for
reaching potential customers, he
said.

But malls are not an attractive

channel for Universal Underwrit-

ers Insurance Co.'s Recreational

Products Insurance Division, said

Glenna Menard, marketing com-
munications specialist in Over-
land Park, Kan. Her goal is to at-
tract traffic to the company's
Web site.

"Our strategy is to stay away
from mails" she said. "Our idea

was to create community for our
customers so our Web site is a pub-

lic relations project for our com-
pany. We provided something of
value for our customers and poten-
tial customers; from bulletin

boards to chat rooms and we will

be adding more things as we go.
But the idea is to be a fun place."

The more traffic, the more po-
tential customers learn about the

insurer and its products. But Ms.
Menard urged caution in the rush
to generate traffic. Too much, too
rapidly can create a traffic jam of
sorts because some customers

seek answers to technical and le-

gal questions. Those can take
time to research, tying up staff
and causing response delays if the
company is not ready for it. The
result could be poor service.

Universal chooses to stay away
from malls because it does not

want to be lumped alongside
competitors, Ms. Menard said.

But a demand for comparison
shopping virtually guarantees
companies will have to line up
side by side on the Internet, said
Carolyn Grossman, director of
marketing communications for
San Mateo, Calif.-based Strategic
Concepts Corp., the publisher of
InsWeb, a Web site offering infor-
mation on the insurance industry.

"That is the way people are go-
ing to have to go because that is
what consumers want," she said.

"We do a lot of focus group re-
search and the one thing that
people said they wanted more
than anything else out of an in-
dustry marketplace for insurance
is to be able to comparison shop."

InsWeb offers a variety of infor-
mation on insurers and the insur-

ance industry, including quotes
on certain types of coverage. Us-
ers can access the site at http://
www.insweb.com.

After the panel discussion, Ms.
Grossman said that such thinking
applies to personal lines insur-
ance rather than commercial lines

where mass customization is

more difficult.

Yet even in the personal lines
arena, the panelists do not see di-
rect marketing eliminating the
need for agents.

"By and large, people want to
deal with people," Mr. Van Aartr-

ijk said. "They want to buy from
people. So I feel really good about
the independent agent of tomor-
row working on the Internet. It
has global applications, but it also
has applications for your cus-
tomer right down the street."

Ms. Grossman added that sell-

ing direct through the Internet of-
fers efficiency and great reduc-
tions in marketing and distribu-
tion costs.

But insurers are not about to

abandon their agent distribution
channels, she added.

"No, they are not because their
infrastructures are such that they
are heavily invested in the current
distribution channel, which as

my boss likes to say is 300 years
old," she explained.

"They are not just going to
jump to direct because they can
do it now. So the agents have
never had a better opportunity to
establish a competitive advantage
on a worldwide basis," Ms. Gross-

man said. 12/
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IMCA meeting tackles the Net
he Internet was a

Tpopular theme at the
annual meeting of
the Insurance Market-

ing Communications
Assn., which at-

tracted about 250 people earlier
this summer to the Hotel Nikko

in San Frandsco.

Someone browsing through the
Internet typically takes about two
seconds to dedde if he or she will

dick into your Web site, said Jim
Steme, author of "World Wide

Web Marketing" and co-founder
of Target Marketing of Santa Bar-
bara, Calif., a company that spe-
dalizes in Internet marketing
strategies.

"So it's just good marketing
practice to have (a Web site) that
is more interesting than the next
guy," he said at the conference.

"Because I have an infinite

number of Web sites to look at. I

mean, we thought, 'Oh boy, 500
channels on cable TV.' That's

nothing. Every man, woman and
child can have seven (Web sites).
It's not expensive to have a really

bad Web site," Mr. Steme said.

Among his other advice:
• When planning a Web site

make sure someone will be re-

sponsible for quickly answering
all electronic mail generated by
visitors to the site.

"If you can't answer an e-mail
in 24 hours, 48 hours at the out-
side, don't bother," Mr. Sterne

said. "People expect a 24-hour
turn around return on e-mail,

even if it's only to say: 'I don't
know. I will look into it. '"

• Don't blanket the Internet

landscape with unsolicited adver-
tising messages.

Members of topic-specific
groups that focus on subjects not
related to your product or service
will get angry. Besides boycotting
your product, they can round up
other Internet users who will help
make your site crash.

Next year's IMCA annual meet-
ing will be held June 22-25 at the
Boca Raton Resort and Club in

Boca Raton, Fla. For information,

contact William T. Hadley, execu-
tive director, at 602443-8860.
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A/ST Briefs

Council relocates

WASHINGTON-The Council of

Insurance Agents & Brokers has
moved to new offices in Washing-
ton and has changed its telephone
and fax numbers.

The Council's new address is: 701

Pennsylvania Ave. N.W., Suite 750,
Washington, D.C. 20004-2608;

. 202-7834400; fax: 202-7834410.

"The expansion of our member-
ship services and programs has

made it necessary to move to big-
ger offices in order to accommo-
date the addition of new employ-
ees," said Ken Crerar, executive vp.

"The space provides us with the
essential room necessary to
broaden our activities, offers us

more visibility and an enhanced
presence among other trade groups

and key officials and allows us to
maintain our dose proximity to
the Capitol," he said.

The new phone and fax numbers
also will apply to these association
services: PPI, the Council's profes-
sional licensing service; CICE, the

) Council of Insurance Company Ex-
2 ecutives; CouncilPAC, the Council's

> political action committee; and
t FAME, the Foundation for Agency

 Management Excellence.
- In other Council news, Mr. Cr-

erar recently was reappointed to
I the Industry Sector Advisory Com-

mittee on Services for Trade Policy
1 Matters by US Commerce Secre-
j tary Mickey Kantor. Members of
, the committee representing various

 industries, induding insurance, ad-
< vise the government on trade pol-

icy and other issues.

PLAN president
SILVER SPRING, Md.-Robert S.

Wilson has been elected president
of the Professional Liability Agents
Network.

PLAN is a Silver Spring, Md.-
based association of more than 50

professional liability insurance
agents and brokers in the United

States and Canada. Members spe-
dalize in loss prevention and risk
management services for architects,
consulting engineers, environmen-
tal professionals, accountants and
attorneys.

Mr. Wilson is chief executive offi-

cer of Pro-Form Insurance Services

Inc., a professional liability broker-
age he founded in 1991 in Tor-
onto.

For more information, contact

the Professional Liability Agents
Network, 8811 Colesville Road,

Suite G106, Silver Spring, Md.
20910; 301-589-5642.

Agencies honored
WASHINGTON-Two agencies

have received Agency of the Year
awards from the National Flood In-

surance Program.

Aparido, Walker & Seeling, of
Metairie, La., and Comegys Insur-

> ance Corner, an agency in St. Pe-
tersburg Fla., were honored this

1 spring at the 1996 National Flood
Insurance Conference in Nashville,

Tenn.

Both agendes were recognized
for improving sales through mar-
keting flood insurance in their ar-
eas. Aparido, Walker & Seeling and
Comegys Insurance Corner are
members of the National Assn. of

Professional Insurance Agents.

Woman of the Year

JACKSONVILLE, Fla.-Kay
Bishop, underwriting officer at
American Surety & Casualty Co. in
Jacksonville, Fla., has been named

Insurance Woman of the Year by
the Insurance Women of Jackson-

ville.

The IWOJ, a chapter of the Na-
tional Assn. of Insurance Women,

is a non-profit organization that
promotes insurance education and
advancement of insurance profes-
sionals.

Ms. Bishop, a member of the In-
surance Women in Jacksonville
since 1984, is the chapter's presi-
dent for 1996-1997.

Top speaker
RALEIGH, N.C.-Sandy Kenley, a

member of the Raleigh Assn. of In-
surance Professionals in Raleigh,
N.C., recently won the National
Communicate with Confidence

speaking competition.
The event, held at the national

convention of the National Assn. of
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Insurance Women in San Fran-

dsco, is sponsored by the NAIW to
help partidpants build self-esteem,
feel at ease when addressing groups
of people and think more quickly.

En route to the national award,

Ms. Kenley won local, state and re-
gional speaking competitions.

Ms. Kenley is a marketing repre-
sentative at Great American Insur-

ance Co. in Raleigh, N.C.

ARMI directors

AUSI'IN, Texas-ARM Interna-

tional Inc., an insurance marketing
organization with operations in the
United States and Canada, has

elected four new members to its

board of directors.

The new directors indude: Marty
Rhodes, president of Rhodes & As-
sociates in Little Rock, Ark.; Steve

Warner, chairman-executive com-

mittee at UVW/Elizabeth Group in
Somerset, NJ.; Parke Ellis, executive

vp of Gillis, Ellis & Baker in New
Orleans; and Richard Cliff, presi-
dent of Bowersox Insurance Agency

in St. Louis. Walter Roe, president
of Roe Agency in Patchogue, N.Y.,
was elected chairman of the ARMI

board.

Austin, Texas-based ARMI devel-

ops risk management and insur-
ance programs for trade and profes-
sional associations and selected in-

dustries. li

Corporate buyers
are a

keystroke away.
Brs Directories of Corporate Buyers of insurance, Benefit Plans and Risk Management Services, are pub\\shed

in two editions - U.S.-based buyers and buyers based outside the United States. And now, both are available in

electronic editions for IBM-PC and compatible computer users.

Now, you can print your own labels or reports in a variety of formats with the touch of a key.

The BID U.S. Software and Non-U.S. Software are self-contained programs ...

Each alphabetical listing includes:

• company name, address, telephone and fax
I nature of business

I company size in assets or sales
• number of employees

• corporate buying influentials by name, title and area of responsibility.

load it in and put it to work.

The BID Software

• puts corporate buying influentials from U.S.-based companies or from companies outside the U.S. at your fingertips
I puts the facts and figures you need easily at hand

• lets you search by company name; geographic location - including city, state or zip code; country; or by company
size - by range in assets, sales or number of employees; or indiviual's name, title or area of responsibility.
• lets you prepare mailing labels or hard copy reports with just a keystroke.

To install the BID Software-U.S. Edition you need:

• an IBM-PC or 100% compatible computer
I 3.5 " high-density floppy

• 20MB of free hard disk space
• 8MB RAM

• Windows version 3.1 or above

To install the BID Software-Non-U.S. Edition you need:
I an IBM-PC or 100% compatible computer

• 3.5" high-density floppy
• 7MB of free hard disk space
m 512K RAM

I DOS version 3.3 or above

To order the 1996/97 BID Software for the Business insurance Directory of US.-Based Corporate Buyers at $595,
or for the Directory of Corporate Buyers Based Outside the U.S. at %595, or to buy both editions at only $995, simply

complete the form below and mail to: Dorothy Wood, BID Software
Business Insurance

965 East Jefferson Avenue, Detroit, MI 48207

Or, fax your order to: Dorothy Wood, BID Software, 313-446-6782
-------------------------------

YES, I'd like to order BID Software: U U.S. Edition O Non-U.S. Edition O Both U.S. & Non-U.S. Editions

Residents of the following states are required to pay corresponding sales tax:

CA . 71/4% IL ... 8% MI . 6% NY ... 4% NYC . 81/4% OH . 54%

Enclosed is a check for $ payable to Business Insurance,

or charge my: O VISA O AmEx O MasterCard O Discover

Account #

Name

Title

Company

Address

City

Phone ( 1

Expiration Date:

State Zip

Fax (- 1

\

1996/97

ORDER

FORM

Business
Insurince®
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that want to expand their business,
he explained.

For example, if a small broker
that specializes in employee beneft
coverages is looking to spread its
business to other states or other ar-

eas of the country, USI can "pro-
vide a degree of sophistication that
enables them to reach their goal,"
Mr. Mimi said. "USI provides cap:-
tal to companies that want to grow
and expand."

"Firms joining us share our vi-

sion," he said. "We want to be a

major niche player. Why? It's very
profitable."

In 1995, USI acquired 17 connpa-
nies from all over the country. At
the end of June this year, the bro-
ker had completed 12 more acquisi-
tions and had seven letters of in-

tent for additional purchases.
But USI doesn't plan to stop

there. Its next goal is to reach $150
million in revenues by year end
and exceed $200 million in 1997,
he said.

"We're opportinistic. If an op-
portunity presents itself, we tly to
pursue it," Mr. Mizel said. "The

 onstruction Equipment Renta4
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Four Allegheny Center • Fifth Floor • Pittsburgh, PA 15212
Phone: (412) 231-8383 • FAX: (412) 231-8399

Marty O'Brien or Patty Pietropaoli
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market is very fluid. We've been
blessed with a lot of opportunities
to look at."

Unlike other companies that
mold or rename acquisitions to cre-
ate uniformity, USI believes in let-
ting its subsidiaries maintain their
identity. USI organizes the compa-
nies it acquires into what Mr. Mizel
calls a "hub and spoke" approach.

"Hubs" are regional brokers, typi-
cally with gross revenues of $3 mil-
lion to $10 millicin, while the

"spokes" generally are smaller bro-
kers. In property/casualty business,
hubs tend to be geographic, cover-
ing specific regions of the country.
Employee benefit brokers, however,
may be organized by line of busi-
ness, and specialty brokers tend to
be national, he said.

While USI is becoming a bigger
fish, it doesn't intend to compete
with the other large brokers in the
pond.

"We're not interested in butting
heads with the alphabet houses,"
Mr. Mizel said. "I see us as a unique
distributor of the products and ser-
vices we offer."

Big names like Marsh & McLen-
nan Cos. Inc., Aon Group and Al-
exander & Alexander Services Inc.

often handle very large, intema-
tional accounts, whereas USI caters

to the U.S. middle market, compa-
nies with 100 to 1,000 employees.

Before forming USI, Mr. Mizel en-
gineered dozens of acquisitions as
chairman of American Business In-

surance Inc. and Jardine Insurance
Brokers Inc.

Still, an aggressive acquisition
strategy isn't for every agent or bro-
ker, he said. "Don't try to grow
through acquisition without a per-
manent source of capital and an in-
frastructure to do it," Mr. Mizel ad-

vised. "Consolidations and acquisi-
tions are very complex. If you're
not capable of doing that, it's a
very, very risky process." 1£1

Big Apple wasn't big enough
for acquisition=minded broker
Small brokers turning to M&A to survive

By ALICE LIPOWICZ
Crain News Service -

anhattan in-

surance broker

Bill Kornreich

is no stranger

di to mergers as a
way of grow-

ing a business quickly.
His brokerage teamed up with a

partner of similar size in New Jer-
sey, acquired a small agency in
White Plains, N.Y., and recently
began talks to buy another.

"We could have just stayed as a
New York City broker, but we
wanted to be a regional player,"
he said.

Many of New York's small and
midsize independent insurance
brokers are expanding through
acquisition and other forms of
partnership to become more effi-
dent and to satisfy insurance
companies' requirements for
greater volume.

Soft market demand and in-

creased competition from insurers
selling directly to the public have
resulted in thinner profit margins
for agents and brokers. And, with
their expenses steady or rising,
agencies must grow to survive.

Mergers may bring other chal-
lenges. Clashes of personalities
and business cultures can derail

many partnerships that appear
promising on paper. Still, the buy-
out trend is expected to continue
as long as current market pres-
sures remain.

"It's very difficult for indepen-
dent brokers with two or three

people to survive," said James
Reed, executive director of the

We...Im..,
the fipst ...
to offer tailored insurance coverages for security guard
firms, investigators and licensed detectives.

In 1963, William H. Brownyard pioneered, designed and introduced
these coverages. And for over 3 decades, The Brownyard Group has
been the leading administrator of these coverages, including: Guard,
RI. and Fidelity Bonds; Workers Compensation; Employment
Related Practices; Liability, Umbrella and Excess.
Today, Brownyard continues to be the leading provider of the
coverages-all backed by insurers rated "Excellent" by A.M. Best
Company, the industry's premier rating organization.
For the very best in coverages, "talk to the Brownyards." Call Bryan
or Brendan Brownyard.

We",e still
the best!

THE BR1\IYARD GROUP21 Maple Avenue, CN9175
Bay Shore, NY 11706-9175

(800) 645-5820 • In NY (516) 666-5050 • FAX: (516) 666-5723

Professional Insurance Agents of
New York, New Jersey & Connect
icut. The regional PIA's agency
membership has shrunk by 10%
since 1990, to about 2,000 agen-
cies.

Insurers also are encouraging
agency mergers to reduce their -
own costs. They are setting higher
volume thresholds and dropping
small brokers who don't make the

quotas.

"The (insurance) companies
would rather have a few select

agencies than thousands of small
brokerages," agrees Sandra Lee,
executive vp and principal of
Harold L. Lee & Sons Inc., an

agency in New York's Chinatown
with $5 million in gross revenues. 

The Lee agency shares office
space with other minority-owned
brokers in its California office and

is negotiating a merger with a Jap-
anese-American agency on the
West Coast. If successful, the

merger would extend the Lee
agency's distribution network to
28 states from eight and enhance
its position with insurers.

But Ms. Lee also sees potential
pitfalls.

"You have to be careful. Some

agents are looser about accepting
dients than we'd be comfortable

3

with," she said.
Mr. Komreich had similar con-

cems when he merged his fami-
ly's agency two years ago with
National Insurance Associates of

Paramus, NJ. He and his family
partners found not only compati-
ble business lines but also a con-

genial mesh of personalities with
NIA's principal, Paul Gross, and
his two sons.

"We hit it off," said Mr. Komre- ,|
ich, executive vp of the NIA/Ko-
rnreich Group of Cos. "We share
the same entrepreneurial atti-
tude."

Based on 1995 gross revenues of
$32.4 million, NIA/Kornreich was

the 27th largest broker in the
Business Insumnce rankings of the
100 largest brokers of U.S. busi-
ness.

While both were full-service

brokers, NIA brought in expertise
in equine and title insurance
while Kornreich contributed

knowledge of real estate and
non-profits. The new partnership
also trimmed overhead. "Profit

margins are up," said Mr. Kornre-
ich.

Shelly Kozel's experience wasn't
as rosy, however.

Revenues rose after the presi-
dent of Lezok Ltd. in Manhattan

merged his Long Island agency
with several others a decade ago.
But expenses rose, too, for more
powerful computers. Partners
feuded. Worst of all, Mr. Kozel
didn't enjoy his new duties over-
seeing computer systems and per-
sonnel policy.

"It was taking me away from in-
surance," he said. "I won't do an-

other merger." i=
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RISK MANAGER OF THE YEAR AND RISK MANAGEMENT HONOR ROLL AWARDS

These awards recognize individual accomplishments in the field of risk management. For nominating forms and rules, write or call:
BUSINESS INSURANCE • Editorial Department • 740 N. Rush St. • Chicago, IL 60611-2590

phone: 312/649-5319 • fax: 312/280-3174

EMPLOYEE BENEFITS COMMUNICATION AWARDS

The EBC awards honor employers for excellence in communicating benefits programs to their employees. Insurance companies and

consulting firms also are recognized for their participation in the preparation of award-winning communication programs. For entry

forms and rules, write or call:

BUSINESS INSURANCE • Communication Services • 220 E. 42nd St. • New York, NY 10017-5806

phone: 212/210-0299 • fax: 212/210-0704

WORKERS COMPENSATION CONFERENCE

Presented in conjunction with IBF Conferences, this event addresses the specific concerns of corporate executives managing workers

compensation programs and rehabilitation services. Sessions cover this rapidly changing environment and creative and innovative

strategies to curb costs. For details on registration or exhibition,write or call:
BUSINESS INSURANCE• Communication Services • 220 E. 42nd St. • New York, NY 10017-5806

phone: 212/210-0299 • fax: 212/210-0704

REPRINT SERVICES

BI's Reprint Department can provide reprints, in quantities of 100 or more, of any article appearing in the weekly newsmagazine.

Legal permission, complying with U.S. copyright laws, also can be provided to companies wishing to reprint, on their own, material
appearing in the newsmagazine. For information, write or call:

BUSINESS INSURANCE • Reprint Department • 740 N. Rush St. • Chicago, IL 60611-2590

phone: 312/649-5319 • fax: 312/280-3174

ARTICLE FAX SERVICE

Forarticle photocopies sentby faxonthesame day, call us with yourcreditcardinformation, specifyB/issue date and article headline.

The charge is $7.50 per copy/per article. In-publication directories are not available by fax.
BUSINESS INSURANCE • Reprint Department • 740 N. Rush St. • Chicago, IL 60611-2590

phone: 312/649-5398 • fax: 312/280-3174

SINGLE COPY SALES

To order a current or back issue of Business Insurance, call the single copy sales division of BI's Circulation Department:
800/678-9595

DIRECTORY OF BUYERS

The 1995/96 Business Insurance Directory of U.S.-Based Corporate Buyers of Insurance, Benefit Plans and Risk Management
Services contains alphabetical listings of nearly 3,200 U.S. corporations. You'll find names and titles of over 16,000 executives

responsible for risk management, employee benefits and more - plus vital statistics on primary type of business, revenue or assets,

and number of employees. To order your copy of this thirteenth edition, available in print or on disk for the PC, call:

313/446-1623

The 1995/96 Business Insurance International Directory of Corporate Buyers Based Outside the U.S., lists nearly 3,000 executives

in more than 500 companies from 21 countries. In addition to address, phone and fax numbers, listings include primary type of

business, currency of the country, revenue or sales, names and titles of CEO and other executives responsible for risk management,
security, benefits, health care and finance. To order your copy of this second edition, available in both printed bound volume or on
disk for the PC, call:

313/446-1623

DIRECTORY OF HMOs and PPOs

0 The 1995/96 Business Insurance Directory of Managed Care Providers is published as a special extra edition of BI. The directory

contains profiles of over 1,700 HMOs and PPOs across the country - organized alphabetically by state. To order, call:

313/446-1623

IN-PUBLICATION DIRECTORIES

Business Insurance publishes more than 20 comprehensive in-publication directories during the year, making access to services and

 suppliers easy. Providing detailed listings of firms in specialized areas, BI's directories give readers a direct route to better
management techniques and eliminate frustrating hours researching services and suppliers available in the marketplace. For a listing

. of Brs in-publication directories, call:
312/649-5279
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For more information, call one of the numbers listed below:

Advertising Information: 212/210-0228
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security for several reasons. Upper-
level managers who do not have
computer backgrounds may see the
problem as a routine systems main-
tenance task, not deserving of ex-
traordinary attention or resources.
They may also believe that because
the company is experiencing lim-
ited date-related problems now,
problems will remain minor. These
managers probably don't realize,
Mr. Stevens said, that the frequency
of problems will multiply toward
the turn of the century as tremen-
dous inddences of dates in the new

millennium come into play.
In other companies, budget con-

straints probably come into play.
Wavering on whether to invest

in a brand-new computer, top
managers resist updating the soft-
ware of an old computer "that is
being held together by bubble gum
and barbed wire," said Dick Kear-

ney, partner in charge of Boston-
based KPMG Peat Marwick L.L.P.'s

Global Year 2000 team. The firm

has 50 programmers working full-
time on the year 2000 issue.

"A lot of people think it's just
computer industry hype," said
Bruce Hall, a research dimctor for
Stamford, Conn.-based Gartner

Group, an information systems
consulting group.

Mr. Hall, whose company is con-

sulting with many large companies
on the year 2000 problem, esti-
mates that 50% of computers need-
ing modifications will accomplish
needed tasks by the year 2000. In-
surance companies are making
strides in this direction faster than

other industries, he said, though he
added this "isn't so much, because

everyone else is moving very, very
slow."

Most insurers have a project team
in place by now looking at their
computer systems to study the ex-
tent of the problem, said Scott
Joyner, assistant vp for advanced
technology at the National Assn. of
Independent Insurers in Des
Plaines, Ill. But for those companies

, just beginning the effort to find

 there's going to be a.real madconsulting help, he said, "I think

scramble at this point."
The impact of the problem on

the insurance industry, Air. Joyner
added, will vary. "It may be quite
small or it may be so big it might

cripple your company."
Industry systems experts warn

tha. companies that drag their feet
on remedying their year 2000 prob-
lems will find themselves without

assistance before long. Many com-
panies probably will need consult-
ants' help to assess and correct
their systems, deal with vendors
selling diagnostic software, and test
converted systems for bugs.

Consulting firms know the insur-
ance industry is valnerable to the

When it comes to your
Commercial Business ...

1Jb'/

Grealter ew York

has lihe capacity, expertise
and range of cioverages

you're looking for.

Call Slteve Defilio,
Marketing Manager,
at (212) 683-9700

Best's Policyholders Rating: A+ • Financial Size: Class VIll
Serving Independent Agents and Brokers for. 80 years

GREATER NEW YORK MUTUAL INSURANCE COMPANY
INSURANCE COMPANY OF GREATER NEW YORK
A Stock Company

millennium problem and will be
courting insurers, agents and bro-
kers in the next several months.

But insurers may soon find that
good consultants are hard to find,

Chubb's Mr. Jung said. Not only
will the demand for outside assis-

tance soar with each passing year,
but the pool of trained specialists is
limited. Most younger computer
programmers have little knowledge
of the software of the 19605 and

19703. This is the same software

that will have the most acute year
2000 ills

Of course, not every insurer,
agent or broker will want to hire a
legion of consultants to cure its
year 2000 problem, and depending
on the size of the job an existing
data processing department rnight
be able to handle the job-if it

starts quickly.
Seattle-based SAFECO Insurance

Cos. began examining its situation
in late 1994 and decided it wanted

to do its own work with its own

staff and software tools, said Lani

Mobius, senior system analyst. The
conversion will cost more than $4

million, she estimated.

For SAFECO, as for other compa-
nies in the insurance industry, the
luxury of moving slowly until the
year 2000 arrives does not exist.
SAFECO is preparing to "hit the
wall" with some computer files in
1997, meaning certain multi-year
commerdal and personal polides
that extend beyond 1999 already

are heading for trouble with dates.
Other sources report that minor
system emergencies already have
occurred in similar drcumstances at

other companies.
Despite the warning signs, Mr.

Kearney said, some in the industry
aren't listening and probably won't.

"Right now there still is enough
time to do it right, if it is done
now," he said. "Some people are
asleep at the switch, and some peo-
ple will bet wrong." 'Qi

USI's spectacular growth
keeps it in the spotlight

Broker's results

spurred by
acquisitions

By REGIS COCCIA

rowth through ac-

quisition has cre-
ated some of the

largest insurance
brokers in the

world, and that

strategy soon could put USI Insur-
ance Services Corp. in those
ranks.

USI, a San Francisco-based bro-

ker created in 1994 by Bernard H.
Mizel, recently surpassed the
$100 million mark in annualized

gross revenues, and it's still grow-
ing.

Since its formation only two
years ago, USI has made quantum
leaps in the annual Business Insur-
ance rankings of the 100 largest
brokers of U.S. business.

The broker jumped 66 places
last year to No. 13, with 1995 rev-
enues of $78.4 million (BI, July
22). Its revenues last year rose

680%, from slightly more than
$10 million in 1994. And, in the

next 60 days, Mr. Mizel expects
USI's revenues to exceed $129

million.

"Nobody has been able to
achieve what we've achieved in a

little over 241* months," said Mr.

Mizel, USI's chairman and chief
executive officer.

Even Mr. Mizel has been sur-

prised at how quickly USI has
grown, saying, "When we did our
business plan, we did not antici-
pate this would happen" so soon.

Acquisitions also led to revenue
growth among the world's 20
largest brokers last year, yet none
of those brokers posted revenue
increases greater than 29%, in
U.S. dollars. Consolidation also is

taking place among independent
insurance brokers (see story, page
24N).

So what's the secret to USI's suc-

cess?

"USI was created as an insur-

ance-related financial services

firm, not as a conventional bro-

ker," according to Mr. Mizel.
Its growth strategy is based on

"Nobody has been able
to achieve what we've

achieved in a lillie over

241/2 months,' says
Bernard Mizel.

acquiring well-managed brokers
that want to expand their busi-
nesses. USI's mix of business is

about 40% financial services, 35%

specialty business and 25% gen-
eral brokerage, he said.

Mr. Mizel attributes USI's phe-
nomenal growth to three factors.
"Our plan was well constructed,
we have very strong investment
bankers and the timing of the
marketplace" helped, Mr. Mizel
said.

But, "our interest is not in

growing revenue for revenue's
sake. We're interested in getting
pieces that fit."

Those pieces typically are re-
gional brokers-niche players

LEE AND ASON HAS BEEN HELPING BROKERS

WITH THEIR AUTOMOBILE LEASING INSURANCE

OPPORTUNITIES FOR OVER 15 YEARS ...

• Residual Value Insurance

. Contingent and Excess Liability

. GAP Insurance

• Vendors Single Interest
r
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Combining our industry expertise and highly-rated resources to

provide customized programs, together with prompt and efficient

servicing of all policies, we make you look good to your client.

a member of the

BSmerica
financial services group

LEE AND MASON OF MARYLAND, INC.

20 Park Avenue

Baltimore, MD 21201
410-752-8700

410-752-0175 (fax)
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Year 2000 spells trouble for industry's computers
Agencies, insurers must correct programming quirk to avert system crashes

By ROBERT KAZEL

t is ironic that the insurance

industry, which manages the
risks of others by using mod-Iern information systems, in
a few years may find itself
awash in widespread errors

generated by those same high-tech
v tools.

And while computers in all in-
dustries will be endangered, experts
say, those used by insurance com-
panies, brokers and agencies and
will face unique perils.

Computer programmers call it
the year 2000 problem. The culprit
is time, and how computers typi-

cally keep track of it. In less than
four years, when Dec. 31, 1999,
turns to Jan. 1, 2000, thousands of

computer systems worldwide-in-
duding some belonging to agent:s
and brokers-are expected to make
a colossal gaffe that perhaps only
an unthinking super-brain could
commit: to assume that the year
2000 is 1900 instead.

The explanation is sadly simple.
When computer programmers 20
to 30 years ago were designing soft-
ware for the rapidly automating
corporate empires of America, they

2 needed to compress lines of soft-
ware as concisely as possible to con-
serve operating memory. References

» to months, dates, and years were
abbreviated to two digits each.
"1960," became "60," and "1971"

became "71." And when the New

Year's Eve ball drops to the ground
in 2000, many computers will see
two zeros and, finding nothing in
their programming to the contrary,
assume that William McKinley is
president once more.

The result, for agendes, insurers
and other companies that have not
corrected the problem, could be ter-
ribly destructive. Erroneous calcula-
tions could cascade through pen-
sion accounts, benefits calculations,

f billing and accounting systems, to
name just a few.

In the insurance industry, several
companies already are preparing to
prevent disaster; they wam that or-
ganizations large and small must
begin assessing and correcting soft-
ware weaknesses long before
1999-and that this year is defi-
nitely not too early to begin.

At Warren, NJ.-based Chubb &
1 Son Inc., for example, a full-time

team of 10 senior programmers
 forms the Year 2000 Team and is

7 working in conjunction with two
outside data processing consulting
firms. Since last June, the team has
analyzed thousands of lines of soft-
ware to spot potential trouble. The
effort to evaluate and repair the
oftware, which Chubb intends to
mclude by 1998, will costs tens of
lillions of dollars, said John Jung,
}-applications systems delivery.
The basic task at hand, checking
ware for date locations, is sim-

7ut making the change is akin
mbing through millions of

in billions of haystacks.
ibb's case, Mr. Jung esti-
e companys computers

have more than 1.5 million date 10-

cations and, of these, 70% are of

the troublesome two-digit variety.
Unfortunately, there is no simple
way to "tell" computers to convert
all dates to four-digit years: What
was written by hand long ago must
now be undone the same way.

Although most of the insurance
industry is aware of the problem,
most companies are just starting to
consider how to approach it, what
tools are needed to evaluate the risk

and how much time, staff and

money a conversion will take.

"Most companies are iust begin-
ning to awaken to the fact that
they have a problem," said Jeff
Stevens, engagement manager for
the Change of Century program at
San Antonio-based USAA Group.
USAA has between 40 and 50 peo-
ple working on the year 2000 prob-
lem, including some outside ven-
dors, and most are on the task full-

time, Mr. Stevens said.

"We are considering this the larg-
est software modification in the his-

tory of our company," he said, esti-
mating it could cost the insurer be-
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tween $50 million and $75 million.

Surprising as it may be, many in-
surers and agencies apparently are

aware of the impending danger but
are moving slowly.

Many insurers are just starting to
write impact studies of the prob-
lem, Mr. Stevens said, a step USAA
undertock in 1994.

Only about 100 or so weekends
remain between now and when

the situation needs to be covered.

"That is not a lot of time to put in
millions of lines of code."

According to the Agency-Com-

pany Organization for Research &
Development, the year 2000 prob-
lem may prompt agents to upgrade
their computer systems.

This may not happen immedi-
ately, however.

In its biannual Automation and

Interface Survey Report, which
polled 500 agencies nationwide,
Pearl River, N.Y.-based ACORD said

few agents are rushing to buy state-
of-the-art software.

The ACORD survey found that a
majority of agents with computer
systems designed for agency man-
agement do not plan to buy new
software systems within the next
three years (A/BT, June 3).

Insurers may have a false sense of
See 2000 on next page
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Continued from previous page
computer company Sun Microsys-
tems initiated the project late last
year as part of a strategy to stream-
line certain functions within the

company. It turned to its longtime
broker, Sedgwick James of Califor-
nia Inc., for help.

"In its strategic thinking, Sun de-
dded that they wanted to look real
hard at two major projects," said
Matt Davis, vp at Sedgwick James
in San Frandsco, who is responsible
for the Sun account.

Those two areas involved altema-

tive risk-redesigning Sun's ap-
proach to insurance and develop-
ing a corporatewide risk retention
strategy-and rnaking use of infor-
mation technology, Mr. Davis said.

"We started talking with them
about it and made it into a formal

program," he said.
Sedgwick James then suggested

expanding the partnership to in-
dude one of Sun's insurers. The

broker and computer company
chose Chubb & Son Inc., a unit of

the Warren, N.J.-based Chubb
Group of Insurance Cos., because
Chubb is a prominent underwriter
of high4echnology risks and, as
Sun's casualty insurer, writes the
greatest volume of Sun business,
Mr. Davis explained.

In looking at ways to streamline

administrative functions, Carol Har-

rington, Sun director-risk manage-
ment, found that she could set up
templates for certificates of insur-
ance for liability, workers compen-
sation and other lines, "so salespeo-
ple who get requests for certificates
can stop bugging the risk manage-
ment department," explained
Patrick Vice, proprietor cf Toronto-
based technology consulting firm
Electric Coffee House.

Mr. Vice, who was consulting on
multiorganizational projects at Sun
Microsystems, was hired to help co-
ordinate the initial phase of the
Sun/Chubb/Sedgwick project.

Ms. Harrington, on leave from
Sun, could not be reached.

On the Internet, Chubb set up a
memorandum of insurance for Sun

at a site administered by Sedgwick
James. Sun contractors needing
proof of insurance can obtain that
information at http://insurance
usa.iconnet.net/netpartners/
index.hbnl.

The project's home page also
contains an international directory
of Sedgwick contacts involved in
pladng insurance for Sun Microsys-
tems and links to the Internet sites

of Sedgwick James North America
and Chubb Corp.

Listed in the memorandum,

among other things, are: the name,
address and contact numbers of the

producer, Sedgwick James of Cali-
fomia, and the policyholder, Sun

Microsystems; types of coverage;
the insurance companies providing
the coverage; policy numbers and
their effective dates; and coverage
limits.

For example, Sun has $2 million
in aggregate limits under its com-
mercial general liability policy,
which expires March 15, 1997.

Having this basic information
available over the Internet is a big
timesaver for Sedgwick James,
which processes requests for certifi-
cates of insurance, Mr. Vice said.

The online memorandum of in-

surance helps reduce the "adminis-
trative burden," Mr. Davis agreed.
'That has significantly decreased
the man-hours at Sun and Sedg-
wick" needed to produce certifi-
cates, which previously involved
sending customers to the risk man-
agement department and the bro-
ken

One of the project's goals is "to
produce certificates electronically,
without ever touching a piece of
paper," he said.

In certain cases, however, when

additional coverage information is
required, Sedgwick James staff will
produce certificates manually and
mail them out, Mr. Davis said.

"We think it amounts to some

pretty dramatic results in only a
few months," Mr. Vice said.

Two of the most important re-
sults of the project, according to
Mr. Vice, were the memorandum

of insurance and management of
the project primarily via the Inter-
net during the first phase. Sun,
Chubb and Sedgwick James com-
municated through e-mail, involv-
ing people on the East and West
coasts and in Canada, he noted.

"By my reckoning, if we had to
rely on phone and fax, this project
would have taken 18 to 24

months," Mr. Vice said.

The project now is in Phase 2,
which is "still being designed," Mr.
Davis said. "Phase 1 was the proof
of concept to see if the idea made
sense. Now we're tying to identify
what other functions can be auto-

mated-whether th«re performed
by an underwriter or a broker or a
risk manager."

Chubb, Sedgwick and Sun meet
at least monthly, either in person
or by videoconference, to discuss
the project, he said. The partners
plan to meet this month to outljne
strategies for the next phase.

Although the three companies
are the only members of the part-
nership, they plan to share what
they learn with the industry.

In fact, at the 34th annual Risk &

Insurance Management Society Inc.
conference last April in Toronto,
Chubb, Sedgwick and Sun reported
their progress.

Many risk managers and brokers
have expressed an interest in the
project, Mr. Davis said.

The project also has had impor-

tant benefits for Sedgwick, he said.
It has helped solidify the broker's
relationship with its client, learn a
lot about electronic commerce and

"spread it on a grander scale."
"What Sedgwick is trying to do is

take what we've learned from this

and apply it to other initiatives" in
information technology, such as
risk management home pages for .
other clients, he said.

"We see information technology
not just from an internal stand-
point-how it makes us more effi- 
dent-but what we can bring to a
risk manager's table," Mr. Davis
said. That's especially important for
Sedgwick James of California,
which places coverage for many
high-tech companies based in
Northern California, he noted.

"A lot of people are dabbling
with (electronic commerce pro-
jects). What sets this one apart is
we've formalized it and identified

partners.
"We have a contract that further

formalizes the process. The fact that
Sun is such a big player on the In-
temet scene (means) we've been

able to accomplish a lot," Mr. Davis
said.

Where the project goes in its
next phase will depend on what
the partners decide to explore, Mr.
Davis said. "Once we've identified

the things we want to do, that will
dictate what happens in the fu- 4.
ture." .17
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ance majors and averages 60-70
students doing related internshipsY-

I.
.,

each year, said Mr Hoyt, adchng
that 95% of their alumni work m

the insurance field.

Mr Hoyt said it is sometimes
,4 hard to recruit new employers to

42, li2/.4.% ,: ..

hire Interns, but finds "employers4fj/,511 153·k ft-11 c),_l_i'bC *,t/.] i;EL[6*1] l ' tj 43jy _j,. 0 0,ill, I ! reap signihcant benefits" from jobs
, .Ii

. students can perform "The Intern-
tk· 4

* R /4./ $.,.- "'
./

ship is an opportunity for them to
f take a free look, so to speak," he

; said.
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agents, brokers
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D
one joint venture

is helping pave the way
!Lui Y· praila5lr upon trquesl «· - 4

A prolect undertaken earlier
this year by Sedgwick James of

94 96 '98 ... - 2000- - i
rs California Inc, Chubb & Son

: ·· -: r:Its ,,f Inc and Sun Microsystems Inc
. 41:;'* to create a seamless flow of infor-

mation between insurer, broker

and risk manager could become
:. an insurance industry model

.
CONSIDERING that most of them i The three companies have
have saved only a third of what been working together to lay the

42(18=

>4.

they'll need to retire on, the next groundwork for future electronic

big thing for many Boomers will E commerce in a number of areas,
St. ·:3& 5, be a 401(10 Which, in turn, will including distributing a "memo-

randum of insurance" contain-
-. tt prove to be quite a boom for

41=. ing basic coverage information
brokers representing ReliaStar

to fulfill requests for certificates
companies. You see, as a turnkey , of insurance Other areas in-
program, our ChoiceOne 401(k) volved in the prolect include on-
pi oduct offers employers maxi- line directories of offices and

mum flexibility and high-quality contacts, loss run and policy
service. ChoiceOne also offers data, loss control information

1.-1.
and e-mail

employees leading fund lamilies
Requests for certificates that

I
inchiding Twentieth Century,

show proof of coverage often are
Fidelity, Putnam, and Northstar *

-1>
:.1 presented to companies like Sun

Perhaps that's why ChoiceOne. 1 *A. Microsystems by customers be-
4 sales have grown 234% over the fore contracting with the com-
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last three years alone. For more pany
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information, call 1-80(8967-580.r J Satisfying numerous such re-
guests can be a time-consuming,

RELIASTAR paper-intensive process for risk
managers and brokers
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- i In fact, that's what led to the
--
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U
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.

Mountain View, Calif -based

See Streamline on next page
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Internship investment yields big dividends
Insurers, brokers are rewarded with their pick of top-notch prospective employees

By CRISTAL CODY $300 a week-but the costs neces-

sk college bhmen
what they want to be
when they graduate,
and insurance and

risk management pro-
fessionals are not

likely to be their first picks. But
thanks to several internship pro-
grams across the country, more stu-
dents are choosing insurance ca-
reers.

Rob Drennan, director of an in-
temship program at Temple Uni-
versity in Philadelphia, placed
about 75 of 300 undergraduates
majoring in risk management and
insurance and actuarial sdence in

internships this summer. Nearly
half of these students will continue

the internships during the aca-
dernic year, he said.

"It's amazing to see the transfor-
mation from when they leave in
May until September," he said.
"They have more experience in the
insurance field and have a sense of

professionalism."
Students know internships can

be crucial to their success. Compa-
nies realize strong internship pro-
grams are low-cost recruiting tools
that provide excellent young work-
ers who may later join those com-
panies after graduation.

"If they want a career in risk
management and insurance and ac-
tuarial science, it is imperative for
them to do an internship to get a
full-dme job," he said. 'There is a
very high correlation between hav-
ing an internship and securing a
good offer after graduation."

The late John P. Gallagher, who
died in February, saw the need for
new talent early on at broker
Arthur J. Gallagher & Co. in Itasca,
Ill. He founded the company's
summer internship program in
1965. Since then, more than 300

interns have been recruited, and 30

students are employed in Gallagher
offices this summer.

"It was true back then as it is

now; a lot of college students don't
grow up wanting to be insurance
agents," said Terry Hennen, direc-
tor of training and communica-
tions at Gallagher, which Business
Insumnce ranks as the world's

eighth largest broker (BI, July 22).
"We really want young, enthusias-
tic insurance people that we can
start with from scratch."

Gallagher interviews many more
studenG than it hires as interns in

what Mr. Hennen called an "ex-

tremely competitive" process.
The Gallagher internship pro-

vides eight weeks of basic instruc-
tion in sales techniques. After the
first week of learning business skills,
students are then assigned to bro-
kers to shadow while they make
sales calls and negotiate with un-
derwriters. "By the end of the sum-
mer, they have a good feel for what
it would be like to be a producer at
Gallagher," he said. "We want
them to know what it really feels
like to have this job, and they find
they love meeting new people, the

chase for new clients and the tech-

nical experience."
Mr. Hennen said on average,

5)96 of Gallagher's interns are hired
to full-time positions upon graduat-
ing-and half of those have re-
mained with Gallagher. "We're not
just hiring people, but hiring
(those) who progress to be the top
people in the industry," he said.
"We're trying to hire new produc-
ecs. Irs a recruiting device-that's
the real benefit."

The main cost to Gallagher is not
what the company pays interns-

sary to train and develop them, Mr.
Hennen said. "We get paid back a
hundred fold," he said. "What we

get out of it is top-notch employees
who stay for a long, long time."

Dennis Tamcsin, senior vp-agen-
des at Northwestern Mutual Life

Insurance Co in Milwaukee, said

its intern program began almost 30
years ago and has helped more
than 3,000 students start careers in
insurance The project began as a
way for szudents to gain experier. ce
selling life insurance and to earn

I -A ' 1

some money. he said.
The program recently earned a

listing in the Top Ten Internships
in America, according to the 1997
edition of America's Top ktem-
ships. published by Random
House/Princeton Review Books. As

the only insurance and finandal
company featured, this is the sec-
ond time Northwestern made the

directory of 105 companies.
"I think part of the reason they

felt we were worthy of recognition
probably had to do with the fact
that we embrace our interns almost

10

900

600

300

like they are full-uine employees,"
Mr. Tamcsin said. "It gives them a
wonderful experience and at the
same time, they have the opportu-
nity to eam money."

Each year, the company selects
600 interns from 500 campuses to
woik nationwide in open-ended in-
temships aimed at teaching about
life insurance sales. Each week, the
students learn more about life and

disaoility income underwriting
while earning commissions.

rvgchael Van Grinsvan, assistant
direcior for Northwestern Mutual's

campus recruitment, said North-
wes:em's interns are licensed and

contracted to sell insurance. The

Continued on next page
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Continued from plevious page suits This happens if an agent
Another agency, NIA Ltd in Steering clear of trouble binds -he client toi limits above

Paramus, NJ, uses an extensive ,zrr _Els,K.LF·fR those approved by the insurer or
audit procedure to catch mistakes, ./ 4 . 1/5 Many EBO claims art33 from mistakes in determining a for unapproved types of coverage
said President 1 aul Gross Outside customer's loss exfosures and coverage needs Steps agen s The NIA's Mr Gross said that

and brokers car take to prevent claims include

atiditors review the hles each quar- I ,4,4 / 50%, '1•' exceed ng binding authority is
ter while internal quality control grounds for dismissal at his
people work full time looking for · Using a comprehe-s ve survey each time an accourt

changes or is reviewed agency

lapses in the agency's procedures As a result of their diligence, Mrt *It
But having a procedure in place · Keeping a list of sulec-s discussed with client Gross said that E,&0 losses have

is not enough-it must be fol- decreased while business has gone
lowed "tew organizations really · Documeiting act ons taken UP
recognize the importance ot lm- "We want consistency in our
plementing the process," said C 1.f · Comparing customer's orlor coverage services," he said
DBH's Ms Hicks Ze, "Any client 19 ham)ter to know

"If senior principals don't recog- · Examining client'Es neec for limits we have a tight set of procedures
nize the value ot it and impor- *ri':,7 k in place Otherwise, we would be
tance of it and say, 'It will be done Source Fi eman's Fund Insurarce Ec seen as a sloppy shop," he ob-
every time,' it won't happen," she served

GRAPHIC BY L SA KRUSS
said

At Hamilton-Dorsey-Alston, im-
plementation is emphasized rhe
agency charges a "substantial por-
tion" of its deductible to any

.
agent whose violation of its de-
tailed EkO program leads to a
loss, said Mr Smith "We are hold- '

ing their feet to the fire on this
thing," he said

Another area of concern, said
,

Hales & Associates' Mr Cunning-
ham, is the incleased use ot tech-

nology

Many agencies, he said, run into
problems when they rely partly
on paper files and partly on com- D

puter ftles "If agencies have a hy-
brid environment, they tend to do

.. 0 ..

a poor Job of both," he said
..

It creates an uneven adherence

to the rules where each person 0

makes their own procedures rather
than following the company's, he

0 . 0 I.

said

"They are asking for trouble,"
with such a system, Mr Cunning-
ham said

Agents exceeding their binding
.

..

authority also could encounter
A

-.

Institutes name . ..

.D.

new chairman

MALVERN, Pa -NormanA
11

Baglini has been named chair-
-*11

man and chief executive officer

ot the American Institute i or

Chartered Property Casualty Un-
derwriters, Insurance Institute of

America and Insurance Institute

for Applied Ethics
Mr Baglint, who has been CEO

-/4

of the institutes, has taken on the S

additional post of chairman His 4, 11 ' ef:7: S Qi S ' k "

responsibilities include oversee-
r

f v ./.: 449 .ing the Malvern, Pa -based insti-
I P

tutes' ethics education and re-

search, executive education,

management development and
Z

14

use of technology in learning l:te : '4. 4 1*
Also at the AICPCU, IIA and "

7...r *AL *1, , '61 4/. 3 '' 't : *,Ap

IIAE, Jerry S Rosenbloom has : CS i,j, 1S '4
*

been named chairman of the
, , ' CZE'NEL.

board ot trustees Mr Rosen-
,%

-1

bloom, a professor of insurance
44 -<5and risk management at the Uni- r

versity ot Pennsylvania's 8, 'i Z.:.:, 0, n,Wharton School, is the first acd- ,..41

demic to be elected chairman
r-*el A

Joseph W Brown Jr, chaii man,
. F

I.

president and CEO ot ralegen
f. f. I, ,

Holdings Inc, has been named
vice chairman of the institutes'

.,board of trustees He will succeed %1
"

Mr Rosenbloom as chairman of

the trustees in 1998 111
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GAgent cover thyse If' is wise advice to cut E&0 risk
Loss-prevention steps should include survey of client's needs, training and documentation

By MICHAEL PRINCE ker is poor risk assessment of the agent uses a survey to review ham, senior vp of agency con-
client, which then leads to a lack with the client the exact risks sulting firm Hales & Associates

good program to of proper coverage. A study con- faced. in Westchester, Ill.

A prevent errors and ducted by E&0 loss control pro- It is up to the agent to discuss Thorough documentation of
omissions losses is gram PAR Ltd. shows that 56% all risk areas and types of cover- all transactions should be made

nothing more than of all claims fall into this cate- age available, and then provide in case a dispute later arises. All
good business. Not gory, said Demmie Hicks, a prin- the client with the opportunity oral communication should be

only will it prevent cipal with DBH Consulting, to accept or reject such coverage. confirmed in writing and if nec-
costly lawsuits against agents which oversees the PAR pro- The agent should also discuss essary, the client should sign or
and brokers, experts say, but a gram. any changes in locations, opera- initial key documents.
loss program will make clients To avoid this problem, agents tions or additional machinery. "Documentation, documenta-

happy, leading to an increase in and brokers must create a de- "Adhering to good systems tion, documentation is the de-
business. tailed E&0 loss-prevention pro- and procedures will keep (agents fense to E&0," said P. Bruce Hig-

The most common reason for gram. and brokers) from getting gins, assistant vp and director of
an E&0 loss for an agent or bro- Under such a program, the burned," said Timothy Cunning- marketing for commercial group

I„OrS and OmiSSionS
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at Fireman's Fund Insurance Co.

Robert C. Smith, chief operat-
ing officer at Atlanta-based
agency Hamilton-Dorsey-Alston,
cited the following as an exam-
ple of an E&0 claim in the mak-
ing.

A client asks for core business

insurance-property damage,
workers compensation and lia-
bility insurance.

That client, however, may not
be aware of the need for other

insurance to cover potential

business interruption, environ-
mental daniage or employer
practices claims.

If the broker does not discuss

these types of coverage with the
client and the client has a loss in

one of those areas, the client

may have grounds for a suit.
The difficulty facing agents is

that their clients are not always
insurance experts. As risk assess-
ment has become more com-

plex, the agent's role has
changed.

"In the past, an Agent/Broker
could concentrate his/her efforts

on being a sales person," states a
guidebook entitled "Your

E&0 losses and

increased revenues

'are the flip side of the
same coin,' says Robert
C. Smith.

Agency Risk Management and
Loss Prevention Guide" pro-
duced by the Fireman's Fund.
"Today, however, clients de-
mand a broader service. The ser-

vice includes managing the cli-
ent's known potential loss, and
providing advice on the manage-
ment of risks."

As agents and brokers assume

this expanded role, their E&0
risk is reduced while also gener-
ating more business.

An insurance agent cannot

separate E&0 loss from increased
revenues, said Mr. Smith. "They
are the flip side of the same
coin."

To hone his agents into insur-
ance professionals, Hamilton-
Dorsey-Alston invests heavily in
their education.

Mr. Smith estimated that the

agency spends more than $1,000
a year on each employee's educe
tion.

"Five years ago the amount c
money we spent on develo''
ment was relatively incidenta
he said. "Today it is a spe
line-item on our budget an/
resents over 1% of our

nues."

Continued on 4-
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Continued from previous page
"Essentially what (the guide-

book) says is document, docu-
ment, document," Mr. Higgins
explained.

Fireman's Fund also handles

claims and underwriting for As-
surex's captive. Loss control re-
quirements are stringent for par-

ticipants. Evaluations and con-
sultations can take days, and the

agency must agree to have a
point person oversee an E&0
loss prevention program.

Larger agencies with a person
assigned to E&0 oversight often
do best in holding the line on
losses, observers note. Holding
the line on losses also is helping

insurers compete without neces-
sarily sacrificing earnings.

"We haven't lost as much busi-

ness over the last several years as

we thought we may have," Mr.

Higgins said. "Now, we have not
been able to get any kind of a

- price increase. Our premiums
1 have been relatively flat. The

good news with that is we also
came out with loss control pro-
grams several years ago where we
think it actually helped stem the

 tide of losses. So, with fewer
losses and loss adjustment ex-

penses, we can still break even or
make a profit in this line of busi-
ness."

Although prices continue to

fall in many regions, several ob-
servers, including Mr. Higgins,
report that the larger, more es-
tablished insurers in the market

are starting to hold the line on

pricing, particularly in certain re-
gions like California.

"I think the real players are
firming them," Mr. Higgins said.

"The rates are pretty much like
last year. There isn't any rate-cut-

ting like last year going on with
the real professional players,"
Mr. Higgins said.

Additionally, claims and the
number of outstanding policies
are down in California because

of mergers and acquisitions

among agents and brokers, Mr.
Higgins said. The mergers mean
fewer agencies, and those that

emerge typically have the better
loss control practices expected of
bigger operations.

Mergers and acquisitions are
reshaping the E&0 market in
other ways.

Shand Morahan's Ms. Rzepecki

reports that her company-
which specializes in insuring

managing general agents,
wholesalers and retail agencies

that typically place difficult lines
or do more than $2.5 million in

premium volume-is seeing
more business because newly
merged companies are now large
enough to seek coverage from

'We are seeing a lot of companies come in
with bare-bones or minimum coverage
forms, and agents really need to be aware
of that,' Yvonne Wiley says.

companies like hers. "I suppose the competition
The agency that has increased has picked up a few policies, but

in size is no longer limited to I don't think that we are losing a
coverage offered through agent significant number to the com-
associations or the insurers that petition," Mr. Magill said.
compete with those association Association representatives
programs, she said. warn that agents need to exam-

Associations like the IIAA say ine the insurance they purchase

they are losing some business to because some policies are
price-slashing competitors. cheaper but their coverage is

0

0
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stripped down. For example,
prior acts may not be covered
under some E&0 policies, leav-
ing a gap in coverage when an
agency changes insurers.

Agents need to be cautious,
agreed Yvonne Wiley, insurance
program director for the IIAA in
Alexandria, Va.

"It's not only a price war out
there with the soft market," she

said.

"We are seeing a lot of compa-
nies come in with bare-bones or

minimum coverage forms, and
agents really need to be aware of
that. Even if they are in an eco-
nomic situation where they need

to save some money, they also

need to compare coverage if they
are going to move."

To compete, the associations
are marketing the stability and
claims-handling records of the
E&0 programs they endorse.
The IIAA endorses Employers Re-
insurance Corp. of Overland
Park, Kan.

"There is always somebody in

the property/casualty business
that will come along and under-
cut somebody else's price on a
given account," Mr. Magill
pointed out. "But I would say,

overall, the association's pro-
gram is the most stable and
price-competitive of any of them
around," he said. [HI

oda 's Competitive Environment, Yoll Can't
0U
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As professional Wholesale Insurancd Brokerd, 4
Gresham & Associates provides cost:effecti96solutions
to coverage & placement needs on virtual**nywrisk.·

SERVICE:

TALENT:
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Specialized business units, professional staff, & 10Eal branch offices
combine to provide unparalleled attention to detail on your riskK„

Our highly trained professional brokers, underwriters, and technical
assistants (CPCU, RPLU, CIC), work together in specialized teams

which focus on their designated products and services.

STABILITY: Representing 12 of the leading Managing General Agency
companies, and over 80 open market facilities rated "A-" or better.
We have the markets to meet the needs of specialty, excess &

surplus, mainstreet, and national accounts.

Stockbridge, GA
(770) 389-1600
(800) 241-5677
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Nashville, TN Palm Beach Gardens, FL Baton Rouge, LA
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(800) 228-4933 (800) 345-2709 (800) 960-4057

Visit our Web Site HTTP://WWW.GRESHAM-INC.COM
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Burlington, NC
(910) 584-3276
(800) 632-3276
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E&0 market
Continued from previous page
Co. Inc., an underwriting manager
for Evanston Insurance Co. in

Evanston, Ill.

"They are corning in and they
are going to take whatever the
agency is at, whatever the lower
price is to get that book," she said.
"And until the market turns, it
doesn't even matter what the

niche is. Price often seems to be

the key. (It's) who has the lowest
price."

Not only is the pricing war af-
fecting all niches within the pro-
ducer E&0 market, but it also is

impacting all layers of coverage.
Even the excess insurers and facul-

tative reinsurers have had to come

down in price, Ms. Rzepecki said.
"Everybody has been affected,

and who knows when it is going
to tum around," she said.

Currently, insurers and agent as-
sociations estimate that the E&0

market for agents generates
roughly $300 million in annual
premiums nationwide.

On average, a typical small retail
agency carries professional liability
coverage with limits of $1 million
per daim and a $1 million aggre-
gate, Scottsdale's Ms. Reid said. De-

ductibles can range from about
$2,500 to $5,000 per claim.

Others report that some small re-
tailers carry $500,000 in limits and
some even less, with amounts

varying by region and specialties.

She stressed that the types Of
hazards for which an agency places
coverage could hare more impact
on their limits than the premium

'If (agents) want to write coverage, the
insurer will say, "Let me see your E&0
policy." If they don't have one, they don't
get an appointment,' Allen Sterger says.

But many insurers require agen-
des that place their business to
have at least a $1 million limit in

E&0 coverage, Ms. Reid said.

ONE NAME.

A COMPLETE SPECTRUM

*ORTH

EALTH ARE INDUSTRY

volume it handles. But, in general,
a larger retail agency placing ap-
proximately $30 million in premi-
ums could carry limits of $5 mil-

lion, with deductibles ranging as
high as $50,000 per claim, she 1
said.

Placing higher-risk lines, such as
aviation and marine, can require 
higher limits because the need for
specialized knowledge can mean
there are increased chances of I

agent error.

Wholesale operations and man-
aging general agents can require
more coverage because of the
amount of premium volume they
take in and the involvement of

several other agents placing poli-
des, observers said.

Some members of agency net-
work Assurex International have

E&O limits of up to $10 million
per daim through Professional
Agencies Reinsurance Ltd., a Ber-
muda-based captive insurer owned
by Assurex, said Tom Harvey,
chairman of the Columbus, Ohio-
based network.

Deductibles start at about j
$50,000. Many Assurex members .
are large, independently owned 
U.S agendes averaging about 100 «
employees and $10 million in an-
nual revenues, Mr. Harvey said.

Insurers also are more stringent
today in their requirements that
agents pladng their polides cart«
professional liability coverage, saf
Allen Sterger, president of Allr
Sterger & Associates Insurance S
vices in San Diego, a whole
specializing in E&0 coverag
agents and brokers.

"It's kind of become a wori

mit," he said. "If they wai
write coverage, the carrier wr

'Let me see your E&0 policyL- -
if they don't have one they don't
get an appointment."

E&0 liability daims can vary,
but typical daims by policyholders
allege failure to provide adequate
coverage or adequate limits, Ms.
Reid said.

Another less common reason for

claims is improper cancellation,
which typically involves failing to
notify a policyholder or insurer of
a cancellation.

"About half of our daims in-

volve failure to place coverage at
inception or renewal, and most of
those daims have to do with per-
sonal property," said Bruce Hig-
gins, director of program develop-
ment for the commercial group de-
partment at Novato, Calif.-based
Fireman's Fund Insurance Co. "An- i

other 29% have to do with com-

merdal property.
"It's the peril (the agent) missed,

or maybe a building they missed
or some coverage they said, 'Don't
worry about it.' That is the scariest
agency out there, the 'don't worry'

agency," Mr. Higgins said. "The
ones who will say, 'I don't know,
but I will find out' and then con-

firm it with a letter (to the client)
are the ones we like."

Letters to the client document-

ing what the agent can and can-
not do are some of the best risk

man agement tools available, Mr.
Higgins explained. Fireman's Fund,
like other insurers, produces risk
management guidebooks and con-
du(is seminars for agent protection
(see story, page 2419.

Continued on next page
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Agent/Broker Topics

Exposure to E&0 suits increasing
But rates staying low as insurers compete to write coverage for agents and brokers

By ROBERTO CENICEROS

t used to be that insurance

I agents could get a good
night's rest without worry-
ing too much about their
errors and omissions cov-

erage.

But no longer. A variety of
forces is changing the climate for
producers, making them bigger
targets for E&0 claims as well as
insurers entering the profes-

sional liability market with poli-
cies that are cheaper but some-
times offer less coverage, observ-
ers say.

A key factor behind the in-
creased E&0 exposure is the in-
crease in consumer sophistica-
tion and a willingness to file law-
suits.

"There is a little less hesitancy
on the part of the customer to
bring an action against their
agent than there used to be,"

said Larry Magill, vp-member
products for the Independent In-
surance Agents of America in Al-
exandria, Va.

"There is no question about it:
If someone has an uninsured loss

today, they are going to look to
somebody else to pay for it. That
is just part of the litigious atti-
tude in society today," he said.

So agents are encouraged to
mention to buyers as many cov-
erage options as possible. "That

is one of the reasons we stress

sales of flood insurance, for ex-
ample, to our members," Mr.
Magill said.

Combine the trend to litigate
with a spate of catastrophic
losses from hurricanes, floods,

fires and earthquakes and you
have more E&0 claims, ex-

plained Pat Reid, insurance
agent product line manager for
Scottsdale Insurance Co. in

Scottsdale, Ariz.

LAWYERS PROFESSIONAL LIABILITY

Do major prospects expect
more from you than

you're equippea to serve up?

You need the
Jamison Special Risk
team behind you.

E

No doubt about it: it's a buyers' market

these days when it comes to Lawyers Pro-

fessional Liability coverage... especially for

larger law firms. With a lot of producers

vying for the business, it's not surprising

that only producers with a lot to offer have

any chance of winning the business.

Fortunately, you don't need a big,

expensive service staff to compete effect-

ively with the «full course" brokers scram-

bling for a big score in this active and

expanding market. All you need is

Jamison Special Risk.

r

With the JSR team behind you,

you can compete with the biggest
and best full-service brokers in the

business, and provide law firms

with the service and coverage they

need at a competitive cost. We've

been helping agents like you do just
that for over three decades. Cater to

all your prospects' needs. Put all the

powerful resources and expertise of

Jamison Special Risk to work for

you. Call JSR Director Sean Pattwell

at 1-800-J AMISON.

JSR
Jamison Special Risk, Inc.

100 Executive Drive, West Orange, NJ 07052
201-731-0806 · 1 800-JAMISON · Fax 201-731-2288

DEDICATED TO EXCELLENCE

Natural disasters force consum-

ers to seek coverage, and after a
loss they often are asking why
their agents did not recommend
certain types of insurance, such
as business interruption.

"Customers are more sophisti-
cated now and they expect more
out of their insurance agents,"
Ms. Reid said. "So there has been

an increase in E&0 claims."

But there is some good news
for agents and brokers.

E&0 coverage remains highly
competitive, with many insurers
entering the market for the first
time-including admitted insur-
ers providing new competition
for surplus lines insurers over the
past few years. The capacity the
new companies bring has con-
tinued to force prices down.

*r:*Inmad Omissio

 .1"

Data on claims and pricing for
E&0 is plentiful and losses are
predictable, observers say. Those
factors make it a choice market

for insurers looking for new ar- ''
eas to underwrite.

"The pricing is about as soft as
I have ever seen it," said Marta

Love, assistant vp-underwriting
for E&0 Professionals, a division
of Media Professional Insurance

Agency Inc. in Kansas City, Mo.
"Some of the new companies 

coming in have driven pricing
down and we, like other carriers,
have taken a rate deduction in

many, many states to stay com-
petitive," she said.

Agents and brokers say price
quotes on E&0 liability coverage
can vary.

Nic Wiggishoff, senior vp and
manager in Nashville, Tenn., for
wholesaler Stewart Smith Group
Inc., said Stewart Smith recently
obtained six quotes for a two-
person agency in Florida that
writes some marine coverage.
The quotes ranged from $12,000
in the London market to less

than $7,000 from a U.S. insurer.
"The marketplace is so soft,"

Mr. Wiggishoff said. "It's very
indicative of what the (entire)

insurance industry is going
through. Insurance agency E&0
is not a line that is holding the
ground at all."

Yet broker and insurer execu-

tives who have been in the mar-

ket for years warn that extremely
low pricing by newcomers could
catch up with them if their rates
don't adequately cover potential
losses.

"The real recent players, they
don't have the loss experience
development that some of the
players that have been around
for quite some time have," said
Stephanie Rzepecki, senior un- i
derwriter for agent and broker ,/
products for Shand Morahan &

See E&0 market on page 24D
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9 out of 10 firms save on
Workers' Compensation & General Liability with us.

In Tact. more than 96% of the
firms we serve save substantial-
ly. That's because most securiN

M */464, guard, alarm and investigative
firms are paying way too muchi 1'[EXIIZEi,«., money for their existing workers'
compensation and general liabili-
ty nsurance: And their claims are
not always processed emciently.

Not so at Izzo. insurance spedalists with more than 20
years in the security industry, Izzo Insurance created the
GoId Shield AdvantageTM tc offer security firms the fol-
baing advantages:
• Lower Premiums!

• Comprehensive coverages, vintten
specifically for the securly industry!

. Newly expanded to include all states!
* Professional, efficient claims handling!

a

f0

• literest-free instal ments ort workers' compensation!
• No penalty in most states to change mid-terri Trom an

3xisting surcharged assigned risk workers' compensa-
Son policyl

To find out how much money can be saved 01 work-
ers compensation awld general liability insurance, call
Izzo for an application today. And put the Gold Shied
Advantage to work lor you.

 GOLD SHIELD
F ADVANTAGE-

HbrAm' Ce,n.re1180:#en & Gene,yd Liabme,
insurence,for Securitg Rrms

An Exclusi,e 01 Izzo Insurance Services, Inc.

1 (800) 800=1704
1,1 IL {708)452-1700

7234 W North Ave. • Elmwood Park, IL 60707

Continued frompage 20
Staff

Total.
.160

includes: 20 regisiered pharmacists
PBM services since: 1990.
Parent: Aetna Life Insurance Co: pri-

mary business: irsurer.
Services: Retail pharmacy network,

mail-order distrioution*, claims process-
ing, online claims processing, contuntnt
utilization review, disease management,
retrospective Utiization review, benefit
design consulting, formulaty manage-
ment/review, monitaring of physician
prescribing practices, patient education.

Formularies offered: Open, closed.
Pharmacies contracted: Independently

owned, retail chains.
Reports provided: Generic vs. name

brands dispensed analysis, employee uti-
lization, cost savings benefit, financial
utilization, top 200 drugs by claim cost/
number of presenptions, employer group
surnmay.

Service area: United States, Puerto
Rico.

Billing methods: Fee per claim. Vol-
ume discounts to employers

/ e

Contact Nancy T. Baba, director-
sales/marketing, 860-636-7050.

* Sabcontmeted.

Albertson's Managed Care
250 ParkCenter Blvd., Boise,
Idaho 83706; 208-385-5920;
fax: 208-3856103

1995 revenues

Tbtal gras revenue. .$155,000
PBM gross revenue., .$155,000
PBM unbundled revenue $155,000

PBM Clients

Total.

Employer/group plam di direct seivice.
Lives Covered

Group Health.

thmughemployem
Retail Network

Pharmacy locations
Mail-order services

Pement of prescription volume

Generic usage

Pricent of prescription volume
Staff

48,000
100%

28,000

41%

..23
Plofeidonals

3

inch,des: Three NOstend pharmacists
PBM services since: 1993.

Parent: Albertson's Food & Drug; pri-
mary business: retail phannacy

Services: Retail pharmacy netwoik,
mall-order distribution, claims process-
ing*, online claims prooessing, concur-
rent utilization review, disease manage
ment, retrospective utilization review,
benefit design consulting formulary
management/review, monitoling of phy-
sician prescribing practices, patient:
education.

Foimularies offered: Open, restricted/
customized.

Pharmacies eacted: ]independently
owned; retall chains, including Albert-
son's, Eckerds, Kmart, Osco, Sav-On,
Revco and Walgreen

Reports provided: Generic vs. name
brands dispensed analysis, employee uti-
lization, breakdown of utilization by age
group.

Service area: Florida, Texas; P4idwest,
Northwest and Southwest regions.

Billing methods: Fee per claim Vol-
ume discounts to employers.

Officers: Richard King, president;
Mark C. Shade, vp.

4 8600% ©ted.

-lili.*

Car'eCard Inc.

7 E. Lee St; Bammore, Md. 21202;
410-385-4355; fax: 410=685-4135

1995 revenues

PBM gross revenue'

PBM Clients

$733,000

Total.. .-,.., ..,,,.,,.....,,,,,....... ... ..., .4

Employer/group plans ivith dia.t service..............2
Liws Comed

Group Health
Total:

Cont=ed on page 29

Methodology differs
for this directory

The methodology for the di-
rectory of prescription benefit 
management companies differs
from that of previous directo-
lies.

For the first time, to be listedl
Business Insurance required
companies to report gross reve-
nues. In requiring gross reve-
nues to be reported, BI is striv-
ing to give readers more com-
plete information on the compa-
nies listed. By setting a thresh-
old for inclusion in our listings,
BIintends to provide readers
with a listing of the companies
that have developed a substan-
tial presence in a given market-
place.

While big is not always better,
exceeding a given threshold of
business does suggest experi-
ence and the capability to meet
our readers' needs.

10%

5



CONFERENCE

FACULTY

Paul S.D. Berg, Ph.D.
Clinical and Forensic Psychologist

Edward McC. Bowers

President

Marsh & MeLennan Financial
Markets Inc.

Maddy Bowling
Vice President

Workers Comp Managed Care
Intracorp

James Conerty
Manager of Risk 6 Loss Management
IBM

Andrew R. Daniels

Senior Vice President

Marsh 6' McLennan, Incorporated

Dwight E. Davis
Executive Vice President

Customer Services

Wausal, Insurance Companies

Dr. Stephen Dawkins
Occupational Health Pbysician
Occupational Health International

Thomas Dickson
Senior Vice President

Centre Reinsttrance

Jenny Parker Emery
Principal and Conmitant
Tillingbast-Trwers Perrin

George Gomez
Exeattive Director

IAIABC

Mark S. Hammond

President

Risk Data Corporation

James Harrington
Director of Insurance & Pensions
U.S. Air, Inc.

Michael G. Hickey
Manager, Claims Administration
Cora-Cola Enterprises Inc.

Gary Knoble
Assistant Vice President

ITT Hartford Innwance Group

John C. Lewin, M.D.
Executive Vice President/

Cbief Execittive Oflicer
California Medical Association

Reta Lewis

Senior Manager
Workers Compensation and Safety
Pier 1 Imports, Inc.

Elizabeth M. Lindner
Executive Vice President

Kemper National Inntrance Companies

Kate MeGuigan
Director of Risk Management
Sizzler International Inc.

KathrynJ. Mcintyre
Vice President,

Publisher and Editorial Director
Business Insurance

Christopher E. Mandel, CPCU
Director, Risk Management
KFC Corporation
Division of Pepsico

David G. May
Managing Director
Marsb & McLennan, Incorporated
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COMMENTS FROM

SOME OF LAST YEAR'S ATTENDEES:

"I learned a lot oftbings 4
at tbis conference; valuable J -
information tbat can be_-
implemented." 1. C h

Jackie Nowell
Assistant Director,

£4

Off:e of Occupational Sajety & Healtb
I m

United Food & Comn#fcial Wprkers
Intn'l Union, .AFL-CIO A

,*Yotir efforts paid offwitb
one of tbe best Workers
Compensation conferences yet.»
Jeffrey W Pettegrew
Pics Bmident, Insurance e Risk 1
Management f» 5.
Western Staff Services 0.0,

«I:appreciate being invjted to
participate intbe conference
- Ifelt it was an excellent
program." ./
Mick McGavin : 2 -. _
Managen Safeg Planning & Clai*6"f{15
Johnson Controls, Inc.

'/Witbout question tbe best
-

,:conJerence. Tbe topics pre-
»-sent*d gave me ideas I rvill

be abte to apply. I would Tate
tbis cokference as 'excellent.
Augustinli (Gus) Vigil
Claims Manager
New MexiSelf-Ii;surers' Fund

«Tbe 'Meet Tbe Press' panel
formatscreateadynamic and
in*rmative conference wbicb
encourages participation of
tbe attendees!"

Mary Stoik Dymond pt
Director of Risk Management f
ACX Technologies, Inc. ir" :''u

"It gas a real pleasure to be
part oftbis conference.
Brian V. Record

Director of Claims Management
Harrah's Entertainment, Inc.

ACCREDITATION

IBF • International Business Forum has applied with the California Insurance Board
as a course provider for 11 CEU credits.

REGISTRATION

To register or to receive more information, please call or fill out the coupon below
and fax or mail to IBF • International Business Forum, 7 Penn Plaza, Suite 901,
New York, NY 10001.

FAX: (212) 279-9307

TEL: (212) 279-2525

THE FOURTH ANNUAL
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Business *
insur=ce® *
WORKERS

COMPENSATINCONFERENg

Name

Title

Company

Address

City/St:ate/Zip

Telephone No. C )

Fax No. (

YES, PLEASE REGISTER ME.

IlI ama service provider - $895
 I am a risk, benefits or

safety manager - $595

V IBF
v International Business Forum

G Please forward information about table-top exhibits.
0 Please forward information about sponsorship opportunities.
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Western Staf Services

Gail Sater
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Research Institute
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Director of Risk Management
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CONFERENCE
SPONSORS

0 AIG Claim Services, Inc.

• Centre Reinsurance

o Commonwealth Risk Services, Inc.

• GENEX Services Inc.

I Intracorp

e Kemper National Insurance Cos.

e Marsh & McLennan, Incorporated

0 Wausau Insurance Companies

'

NOVEMBER 6-8,1996
Ritz Carlton Huntington Hotel
Pasadena, California

WHO SHOULD ATTEND

Risk managers, loss prevention and safety managers, workers compensation
administrators and analysts, employee benefit executives, plus insurers, brokers,
consultants, representatives from HMOs and PPOs, state and local government
representatives, association members, attorneys and providers from a broad
range of companies and institutions.

PROGRAM AGENDA

WEDNESDAY, NOVEMBER 6,1996

• SPECIAL WORKSHOP: RISK FINANCING & THE CAPITAL MARKETS
Presented by Marsh & McLennan, Incorporated and Centre Reinsurance

• EMPLOYER'S PRIVATE ROUNDTABLE

• EARLY REGISTRATION AND WELCOME RECEPTION

THURSDAY, NOVEMBER 7, 1996

• REGISTRATION AND CONTINENTAL BREAKFAST
Hosted ky Kemper National Insurance Companies

o OPENING REMARKS FROM THE CHAIR

• CONFRONTING WORKPLACE VIOLENCE AS A WORKERS
COMPENSATION ISSUE

• REFRESHMENT BREAK AND TABLETOP EXHIBITS
Hosted 17 Commomueattb Risk Services, Inc.

•POINT/COUNTERPOINT SESSION: INTEGRATING MANAGED CARE
APPROACHES INTO WORKERS COMPENSATION

• ELECTRONIC DATA INTERCHANGE

• LUNCHEON: WHY SOME EMPLOYERS DO SO MUCH BETTER
THAN OTHERS AT WORKERS COMPENSATION
Hosted by Intracorp

o CASE STUDIES:

I U.S. AIR, INC. CASE STUDY: ALTERNATIVE COLLATERAL RAISES $70 MILLION
i CREATIVE SAFETY INCENTIVE PROGRAMS ,

i RETURN TO WORK

i REDUCING & MANAGING REPETITIVE STRESS INJURIES

• RECEPTION

FRIDAY, NOVEMBER 8,1996

• BREAKFAST

Hosted by GENEX Services, Inc.

• OPENING REMARKS FROM THE CHAIR

• COST CONTAINMENT PERFORMANCE MEASURFMENT

• REFRESHMENT BREAK AND TABLETOP EXHIBITS
Hosted by Wausau Insurance Companies

0 HOW TO MAKE PERFORMANCE GUARANTEES WORK WITH RISK
MANAGEMENT PARTNERS

•LUNCHEON

Hosted by AIG Claim Services

1
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Continued from page 24

Active enrollees.

through employeis.
thmugh Medicare/Medicaid.

Retail Network

Pharmacy locations...

Generic usage

Percent of prescription volume..

Staff

...10

Professionals....,..............,...,.,..................... 10

/ncludes: seven registered pharmacists
:i PBM services since: 1995.

..37,000
...15%

.85%

40

70%

Parent: Genesis Health Ventures Inc.;
primary business: provides health care
and support services to health care em-
ployers.

Services: Retail pharmacy network,
claims processing, online claims process-
ing**, concurrent utilization review, dis-
ease management, retrospective utiliza-
tion review, benefit design consulting,
formulary management/review, monitor-
ing of physician prescribing practices,
patient education.

Formularies offered: Open.
Pharmacies contracted: Independently

owned.

Reports provided: Physician pre

scribing patterns, generic vs. name
brands dispensed analysis, employee uti-
lization, therapeutic category utilization,
outcomes-based drug utilization review.

Service aiva: Mid-Atlantic, Northeast.

Billing methods: Capitated rate, fee
per claim, risk sharing capitation, joint
venture.

Officers: Michael G. Bronfein, presi-
dent; Stanton G. Ades, executive vp;
Barry M. Bress, vp

Contact: Kelly Tinelli, clinical coordi-
nator.

* July 1995 through Ma·ch 1996.
** Subcontracted.
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Business
Insurance
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All questions must be answered to process inquiries.

PLEASE CHECK ONE ITEM FOR EACH CATEGORY:
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i O Educational Inst J O Actry/Attorney
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Nfl Other
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c O Risk Mgt F O Other

4. My purchasing involvement for the requested
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, 0 recommend only 2 0 specify 3 0 approve
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Company
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136 137 138 139 140 141 142 143 144 145 146 147 148 149 150

Please print clearly

Statp lip

CLAIMSPRO Health Claims
Services Inc.

24370 Northwestern Highway, Suite
200, Southfield, Mich. 48075;
810-352-2852; fax: 810-352-3714

1995 revenues

Duat/666-6 1766-U/U/#Ce, AUgUSL 0, 1330 / 03

Total gross revenue. ....$4,399,344

PBMgrossrevenue.. $4,064,993
PBM unbundled revenue $2,845,495

PBM Clients

Total. ....800

Employer/group plans with direct service.......,7,200

Lives Covered

Group Health:
Total. ..........................

through employers.
through third-party vendors..

Retail Network

Pharmacy locations.

Mail-order services

Percent of prescription volume....

Generic usage

Percent of prescription volume

Staff

...700,000
...75%

.25%

40,000

2%

40.5%

Total............... ..... ...31
Professionals. ...15

Includes: one registered pharmacist
PBM services since: 1987.

Services: Retail pharmacy network,
mail-order distribution*, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review*, monitoring of physician
prescribing practices, patient/physician
education*.

Formularies offered: Open.
Pharmacies contracted: Independently

owned; retail chains, including Albert-
son's, American Drug, Arbor, Big B, Do-
minick's, Eckerd, Farmer Jack, F&M,
Giant Eagle, K&B, Kmart, Kroger, Med-
idne Shoppe, Meijer, Pathmark, Phar-
Mor, Revco, Rite-Aid, Shopko, Target,
Thdft, Wal-Mart, Walgreens.

Reports provided: Physician prescrib-
ing patterns, generic vs name brands
dispensed analysis, employee utilization.

Service area: United States.

Billing methods: Capitated rate, fee
per claim.

Officers: Bruce Liebowitz, president;
Ron Klein, executive vp; Jeff Pultorak,
VP.

Contact: Ron Klein.
* Subcontracted.

e
Eckerd Health Services

8333 Bryan Dairy Road, Largo,
Fla. 33777,813-399-6022;
fax: 813-399-7390

PBM Clients

Total*.

Retail Network

Pharmacy locations

Generic usage

Percent of prescription volume**

Staff

.49

40,000

Total ................... ...40

Professionals. ...16

includes: seven registered pharmacists

PBM services since: 1995.

Services: Retail pharm*8y network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices, patient education.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned; all major retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
DSM, management, customized.

Service area: United States, primarily
in the Southeast.

Billing methods: Capitated rate, fee
per claim.

Officers: Rick Powis, senior vp-phar-
macy services; Roger Davis, vp-sales/
marketing; Frederick Howe, senior vp.

* As of July 1996. - Average usage in 1996.

If your organization provides
prescription benefit management
services and you would like to be
listed in next year's directory,
please contact Sandra Budde at
312-649-5279.

42%

0
FFI Health Services

8536 Crow Drive, Suite 105,
Macedonia, Ohio 44056;
216-467-9898; fax: 216-468-3847

1995 revenues

Total grws mvenue.
PBM gross revenue...........
PBM unbundled revenue...

PBM Clients

Total.

Employer/group plans with direct service

Lives Covered

Group Health:
Total.

Active enrollees..........

through employers............
through third-party vendors

Retail Network

Pharmacy locations.

Mail-order services

Percent of prescription volume.

Generic usage

Percent of prescription volume

Staff

....$18,419,000

....$18,419,000

...$6,206,000

..353,000

..250,000
..80%

20%

600

580

26,000

Total. ..20

Professionals. 15

includes: two registemd pharmacists
PBM services since: 1993.

Services: Retail pharmacy network,
mail-order distribution*, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospetive utilization review*, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices.

Formularies offered: Restricted/cus-
tornized.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: United States.

Billing methods: Capitated rate, fee
per claim. Volume discounts to employ-
ers.

Officers: Paul Wutz, president; James
Mindala, executive vp.

* Subcontracted

First Health

4300 Cox Road, Glen Allen,
Va. 23060; 804-965-7464;
fax: 804-965-7416

1995 revenues

Total gross revenue..
PBM gross revenue...........
PBM unbundled revenue..

PBM Clients

2%

40%

..$4,100,000,000

........$40,000,000

$15,000,000

Total......... ..... .......................... ..1,200

Employer/group plans with direct service........1,150

Lives Covered

Group Health:
Total.

through employers.
through thid-party vendors.
through Medicare/Medicaid.

Retail Network

Pharmacy locations

Generic usage

Percent of prescription volume

Staff

..10,000,000
...20%

...55%

25%

40,000

Total.............. ..... 310

Professionals ........110

PBM services since: 1982.

Parent: First Data Corp.; primary
business: information and transaction

processmg services.
Services: Retail pharmacy network,

mail-order distribution*, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulaly manage-
ment/review, monitoring of physician
prescribing practices, patient education.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
drug utilization review, pharmacy pro-
files, fraud and abuse.

Service area: United States.

Billing methods: Capitated rate, fee
per claim, fixed annual fee. Volume dis-
counts to employers

Officers: Don Dahlin president; Teresa
DiMarco, senior vp/general manager;
John Gardynick, vp-specialty sales; Al-
bert Wertheimer, vp-pharmacy managed
care; A. Richard Hofheimer, senior ac-
count executive-marketing.

Contact: Dick Hofheimer.
* Subcontracted.

Continued on nert page
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®
GenPlus Managed Care Inc.*

80 Marcus Drive, Melville, N.Y. 11747;
516-845-8460; fax: 516-845-8488

Retail Network

Pharmacy locations

Mail-order services

..50,000

Percent of prescription volume. ....100%

PBM services since: 1996.

Parent: Genovese Drug Stores Inc.;
primary business: retail pharmacy.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices, patient education.

Formularies offered: Open.
Pharmacies contracted: Independently

owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: Northeast.

Billing methods: Fee per claim. Vol-
ume discounts to employers.

Officers: Wayne Nash, president; Ei-
leen Kett-Rainis, vp-administration;
Jerry Stengal, vp-finance; Gene L. Wex-

ler, vp/general counsel/secretary; Chris
Noonan, treasurer.

Contact: Wayne Nash, 516-845-8439.
*Began operctions in 1996.

0
The INTEQ Group Inc.

5445 La Sierra Drive, Suite 400,
Dallas, Texas 75231; 214-739-9494;
fax: 214-739-7979

1995 revenues

Total gross revenue
P3Mgross revenue...........
P3M unbundled revenue..

/Etna

..$2,700.000

.$2,700,000

.$950.000

Aetna Life and Casualty Company

has merged with

U.S. Healthcare, Inc.

PBM Clients

Total. 500

Employer/group plans with direct service. ..100

Lives Covered

Group Health:
Total.

Active enrollees.

thmughemployers„ .....
through third-party vendors
through Medicare/Medicaid .

Workers Compensation:
Active enrollees.

through employens..

]tetail Network

Pharmacy locations.

Mail-order services

Percent of prescription volume.

The undersigned acted as financial advisor to
Aetna Life and Casualty Company in this transaction

July 19,1996

WASSERSTEIN

PERELLA & CO

New York Chicago Los Angeles
Houston London Paris Frankfurt

Dallas

Tokyo

1,000,000

.300,000
..35%

60%

...5%

...50,000
.,100%

40,600

10%

Generic usage

Percent of prescription Vollinie.

Staff

.41%

...32

Professionals. 29

Includes: three registered pharmacists
PBM services since: 1992.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review*, monitoring of physician %
prescribing practices, patient education. *

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned; retail chains, including Albert-
son's, American Stores, CVS, Eckerd,
Reveo, Thrifty, Payless, Wal-Mart, Wal- 1
greens.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: United States.

Billing methods: Capitated rate, fee
per claim. Volume discounts to employ-
ers.

Officers: Andrew P. Fisk, president;
Jerry M Hosler, vp-administration/fi-
nance; G. John Teichgraeber, vp-sales/
marketing; Patti Carr, vp-pharmacy op- I
erations.

Contact: John Teichgraeber, 800-324-
7799.

* Subcontracted.

International Pharmacy
Management Inc.
11012th St. N., Birmingham,
Ala. 35203; 205-250-8035;
fax: 205-250-8037

1995 revenues

PBM gross revenue

PBM Clients

Employer/gmup plans with direct service.

Lives Covend

$15,000

Group Health:
Total. .960,000•
Active enrollees........... .210,000

through employers. .35%

through third-party vendors .. .55%

through Medicare/Medicaid . ..10%

Workers Compensation:

Retail Network

Pharmacy locations....

Mail-order services

46,152

Percent of prescription volume._.....................85%

Generic usage i
Percent of prescription volume._____32% i

Staff

Total. .17

..4

Includes· four registered pharmacists
PBM services since: 1995.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
letrospective utilization review, benefit
design consulting, formulary manage-
ment/review, monitoring of physician. 
prescribing practices, patient education. 1

Formularies offered: Open, nestricted»
customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
outcomes reporting based on protocol 
and result.

Service area: United States, Carib- 1
bean, Latin America.

Billing methods: Capitated rate, fee
per claim. Volume discounts to employ-
ers.

Officers: David Bellin, president; ,
Michael Newton, vp; Charles Hazlett, '
secretary/treasumr; Brian Black, vp-op-
erations; David Beauchaine, vp-finance.

Managed Pharmacy
Benefits Inc. (MPB)
1100 N. Lindbergh Blvd., St Louis,
Mo. 63132,800-585-5051;
fax: 314-872-5500

1995 revenues

PBM gross revenue*...

PBM Clients

$4,000,000

Total. .90

Employer/group plans with direct service._ __30
Continued on net page
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Continued from previous page
Lives Covered

Group Health:

Active enrollees...........

through employers... .......
through third-party vendors .

Retail Network

Pharmacy locations.........................................26,000

Mail-order services

f'ement of prescription volume .

Generic usage

Percent of prescription volume.

Staff

500,000

500,000
...70%

.......30%

...556

.....47%

Total. ..11

Professionals . ____ ..8

Includes: or.e registered pharmacist
PBM services since: 1994.

Parent: Medicine Shoppe International
Inc.; primary business: retail pharmacy.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulaly manage-
ment/review, monitoring of physician
prescribing practices, patient education,
online access to management reports.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: United States.

Billing methods: Fee per claim. Vol-
ume discounts to employers.

Officers: C. Thomas (Tom) Smith, vp/
general manager.

Contact: Mark T. Obsorn, national
sales director, 800-585-5051, ext. 5534.

* Estimate.

Merck-Medco Managed
Care Inc.

100 Summit Ave., Montpale,
N.J. 07645, 800-248-2268;
fax: 201-782-7863

1995 revenues

PBM gross revenue...

Lives Covered

Group Health:
Total...

Active enrollees.

Retail Network

Pharmacy locations.

Generic usage

Percent of prescription volume

Staff

$8,000,000,000

..48,000,000

48,000,000

55,158

Total............. ..9,000

Professionals........ .................-.,.. .,8,800

Includes: 1,200 registered pharmacists

PBM services since: 1982

Parent: Merck & Co. Inc.; primary
business: drug manufacturer.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization :eview, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices, patient education.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: United States, Puerto
Rico.

Billing methods: Capirated rate, fee
per claim, client request.

Officers: Per Lofberg, president; Dr.
Larry Baker, chief medical officer; Joe

86%

Valesio, COO; Mike Atieh, senior vp-
sales; Rick Schatzberg, executive vp-ac-
count management.

PBM Clients

Total........................................................... ..265

Employer/group plans with dimet service.... ..265

Lives Covered

Group Health:
Total....................

Active enrollees...

through employers

Retail Network

Pharmacy locations

Mail-order services

e
National Pharmaceutical

Services Inc.

14748 W. Center Road, Suite 325,

Omaha, Neb. 68144; 800-546-5677;
fax: 800-458-1646

1995 revenues

Total gross revenue....
PBM gross revenue
PBM unbundled revenue.

...$3,870,000

...$1,500,000
.$1,500,000

Percent of prescription volume .

Generic usage

Percent of prescription volume.

Staff

..450,000

..265,000
100%

45,000

....10%

....83%

Total.............. . ..18

Professionals. ...6

Includes: six registered pharmacists

PBM services since: 1994.

Parent: Pharmaceutical Technologies
Inc.; primary business: PBM scftware.

13*6'676666 1,66U/UNCE, AUgUN J, 1330 / «11

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, ccncurrent
utilization review, disese management,
retrospective utilizat,on review, benefit
design consulting, bnnulary manage-
ment/review, monitcrihg of physician
prescribing practices. patient education,
software.

Formularies offeied: Closed, restrict-
ed/customized.

Pharmacies contracted: IndeEendently
owned; retail chains, including Wal-
Mart, Walgreens, Eckerd

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
disease pattern, demcgraphic, group spe-
cific.

Service area: Midwest, upper North-
west.

Billing methods: Capitated rate, fee
per claim.

Officers: Dougl: s M. Pick, CEO;
Daniel Cutler, CP'0; Daniel G. Biller-
beck, secretary/treastrer; Mick Rhoid, li-
aison-Creighton Unizersity faculty; Judy
Petty, vp-network services; Melissa
Schreiffels, vp-IHMO services.

Contact: 800-633-7328.

e
Pharmacy Services Group

1100 N.E. 51st St., Fort Lauderdale,
Fla. 33334,800-774-2002 or
954-938-9980; fax: 954-938-9784

1995 revenues

Total gross revenue...
PBM gross revenue

$12,000,000
..$2,400,000

PBM Clients

Total

Lives Covered

Group Health:
Total.

Active enrollees..

through employers.
through third-party vendors

Workers Compensation:
Active enrollees.

Retail Network

Pharmacy locations

Mail-order services

Percent of prescription volume....

Generic usage

Percent of prescription volume.......

Staff

....130

...400,000

.300,000
...90%

.10%

10,000

35,000

....50%

Total. ..51

Professionals. ..47

Includes: six registered pharmacists
PBM services since: 1992.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, retrospective utiliza-
tion review, benefit design consulting,
formulary management/review*, moni-
toring of physician prescribing practices,
patient education.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: United States.

Billing methods: Capitated rate, fee
per claim, fee per life. Volume discounts
to employers.

Officers: Ken Sack, CEO; Don Rom-
bro, president; Raymond Matko, CFO;

Continued on next page
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With a FREE TRIAL, it's never been easier to believe. Test-drive this new service today.

Then order the states you need. You'll save 10% now, and lock in Charter Subscriber savings forever!
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INSource
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S\V ERSA

st& s Strong Resu/ts
Unionamerica

New RatingsInsurance

Company
Limited

Halfyearly Results
Jan-June 1996

Net earned premiums

Net incurred claims

to net earned premiums

Combined ratio

Operating profit (pre-tax)

Total assets

Shareholders' funds

Unaudited UK GAAP

6 months
1996

$'000

67,903

61.8%

94.3%

16,869

786,566

122,686

6 months

1995

$'000

55,726

71.0%

100.1%

11,435

738,034

106,666

New Ratings
Standard & Poor's: In May 1996, Standard & Poor's raised its secure
claims-paying ability rating of Unionamerica to Single 'A. The upgrade
is based on the company's improved financial flexibility, the result of
significantly reduced gearing following its NYSE listing.

Best's: In July 1996, A.M.Best assigned Unionamerica a rating of 'A-'
(Excellent) 'with a positive outlook'. The rating is based on the company's
excellent financial strength, management's conservative and disciplined
underwriting philosophy, adequate loss reserve, strong market share
and presence in the broker community.

Unionamerica Insurance Company Limited
The London Underwriting Centre, 3 Minster Court, Mincing Lane, London EC3R 7DD.

Tel: (44)171-617 5959 Fax: (44)171-617 5970 http:#unionamerica.com

Continued from previous page
Larry Pizak, pharmacy director;

Gina Hunt, director-client services.
* Subcontiacted.

Pro-Mark Holdings Inc.
P.O. Box 3704, Peace Dale,
R.1.02883; 401-782-0702;
fax: 401-782-0777

1995 revenues

PBM gzoss revenue

PBM Clients

.$214,000,000

65

Employer/group plans with direct selvice _2

Lives Covered

Group Health:
Total...

Retail Network

Pharmacy locations

Mail-order services

Percent of prescription volume.

Generic usage

Percent of prescription volume..

Staff

1,165,000

22,000

1%

....68%

56

Professionals. ...48

Inct,Ides: 17 registered pharmacists

Parent: MIM Corp.; primary business:
pharmacy management.

Services: Retail pharmacy network,
mail-order distribution*, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices, patient education.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician presrnb-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
claims by therapeutic class, frequency
distributions, physician/pharmacist re-
port cards.

Service area: United States.

Billing methods: Capitated rate, fee
per claim.

Officers: Richard H. Krupski, presi-
dent; E. Paul Larrat, vp.

Contact: Terence Fleming.
* Subcontracted.

e
RESTAT

724 Elm St., West Bend,
Wis. 53095-0758; 800-926-5858;
fax: 414-338-5791

1995 revenues

PBM gIUSS t·evenue.

PBM Clients

$7,160,000

Total. 2,000

Employer/group plans with direet service.............95

Lives Covered

Group Health:

Active enrollees.

through employers.
through third-party vendors .
thlough Medicare/Medicaid.

Workers Compensation:
Active enrollees.

thiough employe .

Retail Network

Pharmacy locations

Mail-order services

3,000,000
600,000

35%

55%

10%

..2,010
..100%

47,000

Percent of prescription volume. 15%

Generic usage

Pement of prescription volume. ...47%

Staff

Total. ..75

Professionals. .26

Includes, 3 registered pharmacists
PBM services since: 1985.

Parent: The F. Dohmen Co.; primary
business: drug wholesaler.

Services: Retail pharmacy network.
mail-order distribution*, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review*, monitoring of physician
prescribing practices.

Formularies offered: Open, restricted/
customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: United States, Puerto
Rico.

Billing methods: Fee per claim. Vol-
ume discounts to employers.

Officers: Robert J. Leinss Jr., presi-
dent; Prati Agarwal, James Wisniewski,
Sharon Murillo, Chris Downs, directors.

Contact: James Wisniewski.
' Subcontracted.

0
Super Pharmacy Network

(SPN) dba United Scripts
Administrators (USA)
K&8 Plaza, Lee Cirde, New Orleans,
La. 70130-3999; 504-585-4458;
fax: 504-5854482

1995 revenues

PBM givss revenue.

PBM Clients

.$101,000,000

Total.. ,. .. ........ .35

Employer/group plans with direct service.............33

Lives Coverrd

Group Health:
Total, ..30,000
Active enrollees. 16,500

through eniployeis. ...67%

through third-party vendors. .33%

Retail Network

Pharmacy locations

Mail-order servicesi

Percent of pnescription volume

Generic usage

Percent of prescription volume.

Staff

15,000

...5%

-4

Professionals. .....„-............ .3

Includes,· 3 registered pharmacists
PBM services since: 1994.

Parent: K&B Drugs Inc.; primary bum-
ness: retail pharmacy.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing*, concur-
rent utilization review, disease manage-
ment, retrospective utilization review,
benefit design consulting, formulaIy
management/review, monitoring of phy-
sician prescribing practices, patient edu-
cation, refill/comphance program.

Formularies offered: Open, restricted/
customized.

Pharmacies contracted: Independently
owned; retail chains, including Albert-
sons, K&B Drugs, Kmart, Medicine
Shoppe, Revco, Rite Aid and Wal-Mart.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
ad hoc flexibility by client.

Service area: Southeast.

Billing methods: Capitated rate, fee
per claim. Volume discounts to employ-
ers

Officers: Paul Drake, director; Burt
Archer, manager.

Contact: Burt Archer, 504-585-4411,
or Paul Drake, 504-585-4449.

* Subcontracted.

e
TDI Managed Care

Services Inc.

620 Epsilon Drive, Pittsburgh,
Pa. 15238; 412-967-2300;
fax: 412-967-2334

1995 revenues

Total gross revenue...

PBM gruss revenue .
PBM unbundled revenue .

PBM Clients

Total.

Employer/group plans with direct seivice

Lives Covered

Group Health:
Total.

Active enrollees.

through employers. ..,....
through third-party vendors

Retail Network

Pharmacy locations.

Mail-order services

Percent of prescription volilme

Generic usage

.$500.000,000

.$15,000,000

$11,000,000

...1,200,000

..800,000
..80%

20%

150

120

43,500

.95%

Percent of prescription volume..._.....................43%

Continued on page 34



Issue Date

Feb 6

Feb 20

Mar 6

Mar 20

Apr 3

Apr 24

May 29

Jun 12

Jun 26

Jul 17

Jul 31

Aug 14

Aug 28

Sep 11

Oct 2

Oct 9

Oct 23

Nov 6

Nov 20

Dec 4

Dec 11

Dec'95

a

It's c ear. Your best resource is liere !
1995 DIRECTORIES

Directory

Third-Party Administrators

Utilization Review Providers & Case Managers

Benefit Information & Claims Systems

Risk Management Consultants

Prescription Benefit Managers

Captive Managers

Alternative Facilities

Property Loss Control Consultants

EAPs & Mental Health Networks

Agents & Brokers

Dependent Care Resource & Referral Services

401(k) Plan Administrators

Leading Reinsurers Worldwide

Surplus Lines Insurers 6 Wholesalers

Environmental Risk Management Consultants

Safety Consultants & Rehabilitation Services

Reinsurance Brokers

International Insurers & Benefit Networks

Benefit Communication Systems

Risk Management Information Systems

Employee Benefit Consultants

Managed Care Providers-HMOs & PPOs

If you're in immediate need, order now from
our list of 1995 issues, while quantities last.,
call Dorotlly Wood at 1-800-678-9595.

Are you looking for a list of agents and
brokers, TPAs, UR providers and case

managers, HMOs and PPOs, captive
managers or alternative facilities, safety
consultants and reliabilitation services,
international insurers and benefit net-

works, or other suppliers of insurance
9

services:

Search no more. Every year, the e itors
of Business Insurance compile the most
comprehensive irectories of the insur-
ance services providers that you need

But these issues are so popular they
miglit not malze it past tlle first name on
your company s routing s ip.

So wken you're trying to locate lists of
suppiers you now must exist some-
wliere, don't go to tlle ends of tlle eartll
trying to find tliem. Just talze a 10012 at
tlie exclusive directories BI offers.

You're sure to find the ones tllat are

rightfor you To order your copies, call
1.800.678.9595.

Issue Date

Feb 5

Feb 19

Mar 4

Mar 18

Apr 22

May 20

Jun 3

Jun 24

Jul 22

Aug 5

Aug 19

Sep 2

Sep 16

Oct 14

Oct 28

Nov 4

Nov 11

Nov 18

Dec 2

Dec 9

Dec'96

1996 DIRECTORIES

Directory

Third-Party Administrators

Utilization Review Providers & Case Managers

Risk Management Consultants

Benefit Information & Claims Systems

Captive Managers

401(k) Plan Administrators

Alternative Risk Financing Facilities

EAPs & Dependent Care Resource

and Referral Services

Agents & Brokers

Prescription Benefit Managers

Property Loss Control Consultants

Leading Reinsurers Worldwide

Surplus Lines Insurers & Wholesalers

Reinsurance Brokers

Benefit Communication Systems

Safety Consultants & Rehabilitation Services

Environmental Risk Management Consultants

International Insurers & Benefit Networks

Risk Management Information Systems

Employee Benefit Consultants

Managed Care Providers-HMOs & PPOs

To reserve your 1996 directory issues, call
Dorothy Wood at 1-800-678-9595.
For directory information, contact
Sandra Budde at (312) 649-5279.



34 / Business Insurance, August 5, 1996

Spotlight report

Continued from page 32
Staff

Total. .94

Pi·ofessionals. ...69

Includes: 10 registered pharmacists
PBM services since: 1993.

Parent: Thrift Drug Inc.hI.C. Penney
Co. Inc.; primar'y business: retail phar-
macy.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices, patient education,
case management.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned; retail chains, including American
Drug, CVS, Eckerd, Kmart, Medicine
Shoppe, Osco, PayLess, Reveo, Thrift
Drug, Thrifty, Wal-Mart, Walgreens.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization.

Service area: United States.

Billing methods: Capitated rate, fee
per claim, risk sharing, per employee per
month. Volume discounts to employers.

Officers: Francis Marasco, president;
David Halpern, vp-managed care; Lloyd
McDonald, vp-sales/client service; Jim
Smith, vp-EPS operations, Dennis
Santo, vp-pharmacy services.

Contact: Bill Jardine, 412-967-2322.

e
ValueRx

4700 Nathan Lane N., Plymouth, Minn.
55442; 612-509-2500;
fax: 612-509-2540

1995 revenues

Total gross revenue

PBM gross revenue .

PBM Clients

Total

Lives Covered

Group Health:
Total.

Workers Compensation:
Active enrollees.

through employers.

$1,479,097,000
,$1,479,097,000

3,000

..27,000,000

12,687
...21%

Retail Network

Pharmacy locations

Generic usage

Percent of prescription volume

Staff

.46,000

Tolal. ...2,524
Professionals. 558

Includes. 558 registered pharmacists
PBM services since: 1987.

Parent: Value Health Inc.; primary
business: specialty healthcare.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
utilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices, patient education.

Formularies offered: Open, closed, re-
stricted/customized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
patient utilization, financial and clinical
comprehensive.

Service area: United States, Puerto
Rico.

Billing methods: Capitated rate, fee
per claim, risk sharing. Volume dis-
counts to employers.

Contact: Kirsten Stewart, 800-440-
1486.

e
York Enterprises Inc. dba

York Prescription
Benefits Management

50 York St., New Haven, Conn. 06511;
203-782-7783; fax: 203-776-7544

1995 revenues

PBM gross revenue

PBM Clients

35%

$1,530,000

Tot.1 .,27

Employer/group plans with dilret service. ___„26

Liws Covered

Group Health:
Total,.,...............

Active enrollees.

through employers.
through thini-party vendors.

Workers Compensation:
Active enrollees.

through employers.

Retail Network

Pharmacy locations

Mail-order services

Percent of prescription volume

Generic usage

Pervent of prescription volume

Staff

200

.]00%

..35,000

50

Professionals. ..10

Inchides: 3 registered pharmacists
PBM services since: 1995.

Parent: Yale-New Haven Health Ser-

vices Corp.; primary business: integrated
health care. including HMO/PPO and
hospital.

Services: Retail pharmacy network,
mail-order distribution, claims process-
ing, online claims processing, concurrent
uilization review, disease management,
retrospective utilization review, benefit
design consulting, formulary manage-
ment/review, monitoring of physician
prescribing practices, patien: education.

Formularies offered: Open, custom-
ized.

Pharmacies contracted: Independently
owned, retail chains.

Reports provided: Physician prescrib-
ing patterns, generic vs. name brands
dispensed analysis, employee utilization,
therapeutic, customized.

Service area: Northeast, East coast,
West coast.

Billing methods: Capitated rate, fee
per claim, per employee per month.

Contact: Tim Humphreys or Karen
Bradbury. [il

Business Insurance will publish
its ninth annual Managed Care Di-
rectory in December, listing health
maintenance organizations, pre-
ferred provider organizations and
point-of-service plans.

The directory is published as an
editorial service. There is no

charge to be included, but HMOs,
PPOs and POS plans must com-
plete and return a questionnaire
by the Sept. 27 deadline.

If your organization was not in
last year's directory and would
like to receive a questionnaire,
please contact assistant directory
editor Rich Trout at 312-649-5483.

Reinsurance Intermediary

INDEPENDENCE

INTEGRITY

SERVICE

CONSISTENT PHILOSOPHY & PERFORMANCE

SiNCE ][977

Atlanta Bermuda Chicago London Stamford

50,000

.35,000
50%

..50%

10%

45%

EMLICO
Continued from page 2
she found "sufficient grounds to
warrant inquiry" into the fraud alle-
gations but deferred to the Bermuda
courts to handle the reinsurers'

charges.
Judge Ground noted in his own

ruling, however, that the Massachu-
setts commissioner is "best placed to
determine whether or not her office

was deceived" and suggested that
the Bermuda judicial review would
not consider charges that El\£LICO
also misled Massachusetts regulators
about its financial condition.

"The ball was in one tennis court

and now it's in the other," observed

David I. Finnegan, a Boston lawyer
representing Lloyd's of London un-
derwriters.

He said the Massachusetts hearing
should be reopened.

Kemper Re also said it will ask
Ms. Ruthardt to reconsider.

The Insurance Division had not re-

ceived any requests to reopen the
hearings last week, said a spokes-
woman, who would not comment on
the expected requests.

Lloyd's underwriters, Kemper Re
and other reinsurers are suing the
Massachusetts insurance division to

rescind its approval of EMLICO's re-
organization. Two of the reinsurers,
Allstate Insurance Co. and units of

General Re Corp., have amended
their suits to add EMLICO and a

former unit, Electric Insurance Co.
The Massachusetts division, EM-

LICO and EIC want to have the

complaints dismissed, arguing
among other things that the reinsur-
ers have no standing to sue.

ElVILICO, a longtime GE general
liability insurer, won regulatory ap-
proval last June to move to Bermuda
after spinning off to EIC all of its
business except dozens of loss-
plagued GE liability policies dating
back to at least 1952.

A few months after arriving in
Bemiuda, EMLICO filed for liquida-
tion, declaring itself massively un-
derreserved for GE pollution and as-
bestos claims and insolvent by $512
million.

Reinsurers, however, charged that
ElVILICO knew it was insolvent long
before the move, concealed the fact
from regulators and plotted with GE
to move the company to Bermuda,
where GE would have more control

over the liquidation and where-un-
like Massachusetts-liquidators
could bill reinsurers for estimated

long-tail claims.
Earlier this year, Judge Ground

took the unusual step of allowing
Kemper Re to intervene in the liqui-
dation proceeding to present its
fraud allegations, and granted the
reinsurer an extension of time to

seek judicial review of El\/[LICO's
admission to Bermuda

After more than two weeks of

hearings on the charges last month,
though, Judge Ground decided not
to delay the liquidation. "At the end
of the day, I am faced with a Ber-
muda company which is insolvent.
As things presently stand, only this
court can wind it up, although that
may change in the future," he said.

While Kemper Re contended the
liquidation petition represented an
abuse of process, Judge Ground dis-
agreed.

The fraud alleged by Kemper
Re-deception of regulators to get
their approval-does not make the
petition itself abusive, the judge
found, noting that the judicial re-
view action is the proper forum for
the charges.

Judge Ground also refused to de-
lay the winding-up for a trial of the
fraud charges, finding again that the
charges should be dealt with in the
judicial review, in separate proceed-
ings in Massachusetts or-ultimate-

ly-in arbitration between the rein-
surers and EMLICO's liquidator.

"The trial of the issue of fraud in

these proceedings would serve no
real function," he added, noting
"there is no meaningful relief" he
could grant Kemper Re even if fraud
were proved.

"I cannot, in the winding-up,
quash the redomestication in some
way and enforce the removal of the
company back to Massachusetts. I
cannot give damages. I cannot give
relief from the reinsurers' obliga-
tions. In reality, I could not even dis-
miss the petition, the company being
wholly insolvent and there being no
other practical means of dealing
with it," he wrote.

Judge Ground also refused Kern-
per Re's request to delay the liquida-
tion pending the outcome of the ju-
dicial review proceedings. To win the
delay, Kemper Re would have to
show it had a "serious issue to be

tried" and that the "balance of con-

venience" weighs in favor of the de-
lay.

Kemper Re met the finst test, but
not the second, he found.

"To succeed in their allegation of
fraud, Kemper...(must) show both
that the company was in fact insol-
vent before the redomestication and

that management knew that. If that
is shown, then it is plain that the

regulators were in fact misled....It
would be no answer that the com-

pany had explained to the regula-
toi's, as it did, that there was a possi-

bility of future insolvency if certain
contingencies turned out badly," he
wrote.

But, "I do not think that it is my
function at this stage to attempt to
resolve any of this, unless the evi-
denee in support is so weak, or that
against so clear, that I can sum-
marily dismiss Kemper's allegations.
I am not able to do that, but rather

consider that Kemper has shown
that it has a serious issue to be

tried."

At the same time, a trial in the ju-
dicial review probably would take a
year or more to begin, and Judge
Ground rejected such a delay of the
liquidation.

He also rejected the argument that
a liquidation order would deny
Kemper Re the remedy it is seeking
in the judicial review.

"I do not in fact accept Kemper's
implicit assertion that any steps
taken by liquidators in Bermuda
would be undoable if the company
were eventually sent back to be liq-
uidated in Massachusetts," he wrote.

"I am (also) not prepared to as-
sume that the eventual liquidators
will allow themselves to accept in-
flated claims from GE," the judge
added.

In granting the liquidation peti-
tion, though, he added a condition-
proposed by ElVILICO-that bars
liquidators from allowing any con-
tingent claims from GE while the ju-
dicial review is still pending.

A hearing in the judicial review is
expected in October, and the first
battle will be over EMLICO's effort

to halt the review on grounds that
Kemper Re missed the deadline for
filing its petition and that an exten-
sion Judge Ground issued was im-
proper.

If the review goes forward, the
next fight likely will be over the ex-
tent of discovery the sides will be al-
lowed

Judge Ground said that if he had
allowed a trial in the liquidation
proceedings, Kemper Re likely
would have pursued a broad attack
on EMLICO's actions in the redo-

mestication and would have had

wider discovery powers. The judicial
review, though, may be limited to
the question of whether Bermuda
authorities were misled, and Kemper
Re's access to El\£LICO documents

may be limited, he said. ==Il



California comp reforms questioned
By JOANNE WOJCIK

Hold on to your wallet: A new cri-
sis may be brewing in the California
workers compensation system that
will cost employers plenty, a new re-
port predicts.

Many of the worst abuses and un-
derlying costs of the system still
have not been brought under con-

6 trol, despite the state's far-reaching
1993 reforms, according to Charles
Bader, executive director of Califor-
nians for Compensation Reform, an
employer coalition based in Sacra-
mento.

 Recent premium reductions are
more the result of reduced payroll
caused by the state's three-year re-
cession and elimination of the rnini-

mum rate law in 1995, which has

spurred competition in the market,
the report concluded.

"Seeds of a New Crisis: Are the

1993 Workers Compensation Cost-
Containment Reforms Working in
1996?" was released by CCR last
month.

The researchers used data from

r.umerous sources, including the
California Workers Compensation
Rating Bureau and the California
Workers Compensation Research In-
stitute.

"In the first year following the re-
forms, the cost of providing benefits
and services to injured workers did
drop significantly. But that drop
was less the result of the reforms

than of the California recession

from 1991 to 1994. With soaring un-
employment, far fewer workers
compensation claims were filed, and
thus they cost far less to service,"
Mr. Bader said in the executive

summary of the report.
But, "as the economy recovers,

these cost reductions are likely to
evaporate," NIr. Bader predicted.
.Future workers compensation cri-
ses are, thus, all but certain."

In response to the report, Califor-
nia's workers compensation insurers
say the employer group is overreact-
ing because the effects of many of
the 1993 reforms have not yet been
felt

"It's a political document," said
Barry Carmody, president of the
Assn. of California Insurance Cos., a
31-member insurer lobbying group
based in Sacramento.

"In no way is it a profound, final
word on the work comp reforms of
1993." For example, at least one of
the refomis--a reduction in the fee

schedule for medical-legal examina-
tions-"was a super money saver,"
he said. "It reduced these costs by
51%. And by doing that, you also
reduce the incentives to get more."

"We cannot say the rest of the re-
forms haven't manifested a cost sav-

ings, because it's really too early to
tell," Mr. Carmody said. "It's now
up to the vagaries of the open mar-
ket system to see if the costs or sav-
ings are shared across the board."

According to another report re-
cently released by Gov. Pete Wil-
son's office, workers compensation
premiums have fallen 30% to $6 bil-
lion in 1995 from $9 billion in 1993.

Measured in terms of percentage
of payroll, the average premium per
$100 of payroll in California has
dropped 36.4% to $3.18 in 1996
from $5 in 1993.

The governor's report, "Workers
Compensation Reform, Third Anni-
versary Update," also found that the
total cost of California's workers

comp system has declined from
more than $11 billion at its peak in
1993 to about $8 billion at the end
of 1995.

While the CCR report acknowl-
edged the Wilson report's cost re-,
duction estimates, it said: "The bulk

of this shrinkage cannot be credited
to the workers compensation re-

forms of 1993 nor to any significant
improvement in the underlying de-
sign of the system. Rather, the sys-
tem shrank because employment it-
self dropped during the 1991-1994
recession and workers compensation
claims dropped with it."

The CCR report also cited two
other factors for the drop in costs: A
statewide anti-fraud effort launched

in 1991, and deregulation of the sale
of workers comp insurance in Cali-
fornia.

"The timing of these changes is
critical," the report asserts. "In 1992
and 1993, the insurers' actual costs
of providing benefits and services to
injured workers were plummeting
due to the recession and the anti-

3

fraud efforts. But in this same pe-
riod, premium prices were nonethe-
less climbing. Thus, by the time the
actual costs of the system finally be-
came known, the insurers had accu-

mulated enough money to afford the
premium cuts urged by the insur-
ance commissioner in 1993 and

early 1994 and even the steeper cuts
the insurers put into play as deregu-
lation went into effect in 1995."

"If insurers got the savings, I don't
know where they are," said ACIC's
Mr. Carmody. "We lost $4 billion in
the premiurn base over the last
year:'

He also suggested employers may
be getting anxious about upcoming
scheduled increases in injured work-
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Aetna Disability Management:
ahigher perspective on
your most valuable asset.

Disability management is much

more than handling illness and injury.

At Aetna, it means helping

employers form true partnerships
with employees...encouraging

company cultures marked by indi-

vidual responsibility, teamwork and

high regard for human resources

and productivity.

And understanding that someone

with a disability is an individual who
values work as an essential part of life.

Lofty ideas?
Here are some solid realities:

Aetna has a managed health approach

that uses unique health and vocational

assessments...state-of-the-art protocols
...and sophisticated managed care

capabilities to maximize individual

potential.

To learn more, call Drew King at

860-636-3634. We'11 also send you the

ers' benefits, which also were in-
cluded in the 1993 reforms.

"The employers are not sure of the
savings being long term. While we
see savings in 1995-when open rat-
ing went into effect-we don't know
if that's going to be long term," he
said.

However, the benefit increase also
included in the 1993 reforms will be

long-term, he said.
"One of the things that they say is

that benefit increases are forever,

but these short-term savings may
not be," according to Mr. Carmody.
"Why would employers want to
commit to a benefit increase that

will be there forever when the sav-

ings may be short term?"
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Indeed, the CCR report warns, "It
is. . .possible that the savings
achieved by the 1993 reforms, which
were supposed to be split half-and-
half between employers and injured
workers, may end up being insuffi-
cient to pay for even the benefit in-
creases already enacted."

And while employer premiums
have fallen significantly, "premium
prices are no longer an accurate sig-
nal of the system's health," because
deregulation severed the relation-
ship between premiums and system
costs, the report suggests.

Copies Of the report are available fo7
$10*om Californians for Compensa-
tion Refonn, 925 L St., Suite 600,
Sacramento, Calif 95814, 916-441
4111. The Wilson report can be
viewed at http.//www.cal.gov.

free brochure, Planning«/or Disabili<y

Afanagemen4 published by the

American Compensation Association.
Because if your goal is a healthier,

more productive work force, we'll help

you rise to the challenge.

/Etna

The more you know, the I,eller you feel."'
Aet,m, Inc.

http://ww,v.aetitahealth.com
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Benefit products and services information resources
EMPLOYEE BENEFITS

I The fairest, most cos.-effective

method cf compensating "expatri-
ate" employees is evaluated in a
paper from Buck Consultants Inc.
Request item 3501.

• The capabilities of a group
marketing system are highlighted
in an information paeket pre-
sented by CSI Software Inc. Re-

quest item 3502.

I NILS Publishing Co. supplies a
newsleter with s'.asistical data

and analysis of recent insurance
and health care regulation. Re-
quest ilem 3503.

• A manual from Duncanson &

Holt Group overviews long-term
disability, underwriting and

Business
Insurance

claims administration. Request
item 3504.

• The Apex Management Group
Inc. offers a demcnstration disk

profiling health care benefits soft-
ware. Request item 3505.

I Buck Consultants Inc. offers a

newsletter discussing tte advan-
tages of outsourcing b€nefit ad-
ministration. Request item 3506.

• A brochure offered by The Mu-
tual Grcup (U S.), Employee Ben-
efits out_ines fully ilisuiied group
products and group services. Re-
quest item 3507.

I The basic issues employers face
when extending benefits to an
employee's domestic partner are
examined in a research brief pro-
vided by Thz Alexander Consult-
ing Group. Request item 3508.

 /WormafionResource

NOTE: THIS COUPON WILL NOT BE SERVICED

AFTER SEPTEMBER 30, 1996

All questions must be ar-swered in order to have your
inquiry processed.
Please check one item for each category

1. My organization is best described as:
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1 Z 150 or fewer 2 [] 151-499 3 0500-999
£ Z 1,000-4,999 5 0 5,000 or more 5 0 Unknow-1

3. Ati· title is best definel as:
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8 - Financial Mgt E 0 loss Prevention Mgt
C Z Risk Mgt F O Other
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I Reasons to adopt a Section 125
plan are listed in an outline sup-
plied by VISTA Administrators
Inc. Request item 3309.

• An )verview of dependent care
benefits for employers and EAPs
is featured in a booklet supplied
by Child & E der Care Insights
Inc. Request item 3510.

I Buck Consultams Inc. provides
E paper explaining an IRS private
letter ruling that allcws :he cou-
pling c f a non-qualified retire -
ment plan with a qualified 601(k)
plan. Request item 3311.

I Minum.ntal Life Insurance Co.

cffers a brochure with an over-

view cf payroll deduction life in-
surance. Request item 3512.

• The factors -hat influence cor--

porate absenteeism are explored

Tc obtain copies of liiers.ure End information about iroducts and
servcce s isted in the Au6.5 ink section, simply indicate the key
numbers for the iterrs you want and mail the coupon to:

Business Insurance Reader Service Center

65 0 S. Clark St.,6th Floor

Chicago, 111 60605-1702

Please print clearly
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Corn pany

Ad=Iress

Cily

Phone( )
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in a booklet from Martin-Denni-

son Press. Request item 3513.

• The Segal Co. offers a 1996 an-
nual reporting and disclosure cal-
endar for benefit plans. Request
item 3514.

I A research brief supplied by
The Alexander Consulting Group
analyzes the benefits of Medicare
Risk Contract HMOs for employ-
ers that sponsor retiree health
plans. Request item 3515.

• Hybrid pension plans are de-
scribed and compared against tra-
ditional defined benefit plans in a
newsletter from Buck Consultants

Inc. Request item 3516.

I Marsh & McLennan Cos. Inc.

provides an article that discusses
changing employee demographics
and the reduction in federal enti-

tlements for the elderly. Request
item 3517.

I Employee investment educa-
tion is the featured section of the

second-quarter issue of a periodi-
cal offered by the International
Society of Certified Employee
Benefit Specialists. Request item
3518.

I An article from EDS explains
how to create a data warehouse

for health care organizations. Re-
quest item 3519.

I The Mutual Group (U.S.), Em-
ployee Benefits offers a brochure
with an economical program de-
signed to educate expectant moth-
ers. Request item 3520.

I Accelerated death benefits are

defined in a research brief pre-
pared by The Alexander Consult-
ing Group Inc. Request item 3521.

I Reducing the costs of disability
benefits is discussed in a newslet-
ter from Buck Consultants Inc.

Request item 3522.

I An information packet from
Monumental Life Insurance Co.

contains sample enrollment mate-
rials and product illustrations for
worksite marketing of life insur-
ance plans and benefit communi-
cation services. Request item
3523.

I A guide by The Mutual Group
(U.S.), Employee Benefits high-

lights tips on structuring a flexi-
ble benefits program Request
item 3524.

• Current legislative and regula-
tory issues affecting compensa-
tion and benefit plans are detailed
in a booklet supplied by W.F. Cor-
roon. Request item 3525.

• The review process of a utiliza-
tion management firm is dis-
cussed in a paper from United
Wisconsin Services Inc. Request
item 3526.

I Meridian Resource Corp. sup-
plies a set of fliers describing its
employee benefit services, includ-
ing consulting, claims auditing
and utilization management. Re-
quest item 3527.

• Proservices offers a paper de-
scribing its integrated informa-
tion network for providers to
communicate with insurers. Re-

quest item 3528.

• The products and services of
United Wisconsin Group are ex-
plained in a set of brochures. Re-
quest item 3529.

• ReliaStar Employee Benefits
supplies a booklet examining the
role of hospital executives and
managers in communicating with
key audiences. Request item 3530.

I An outline explaining Social
Security and Medicare benefits is
offered by BNA Books. Request
item 3531.

• Trends in technology use by
health care and life insurance ad-

ministrators are covered in a

newsletter from Genelco Inc. Re-

quest item 3532.

I ReliaStar Employee Benefits
provides a booklet that examines
the nature of health care fraud

and how to combat it. Request
item 3533.

I A newsletter presented by BNA
Books explains employee rights
and responsibilities in sexual ha-
rassment. Request item 3534.

I The way employers in midsize
companies perceive the financial
security of their employees is ex-
amined in a booklet from Relia-

Star Employee Benefits. Request
item 3535. [ju

Directions to using
information resource

on employee benefits
The Employee Benefit Information Resource section is an edito-

rial compilation of current informational and educational materi-
als on employee benefit-related topics other than health care.

For a listing of materials on health care topics, please see the
information resource section in the July 1 issue of Business Insur-
ance.

The listings are published as an editorial service by Business In-
stranee.

There is no charge to list materials in the section; and the mate-
rials may be obtained free of charge to Business Insurance
readers.

To receive any of the free materials listed in this special Infor-
mation Resource section, please write the key numbers of the
items you want on the reader service coupon that is printed along
with the section.

Fill out the remainder of the coupon and mail it to:

Business Insurance

Reader Service Center, 650 S. Clark St., Sixth Floor,
Chicago, Ill. 60605-1702.

All requests must be received before Sept. 30 to be processed.



Survey sh
By MICHAEL BRADFORD

AUSTIN, Texas-Texas retailers
wth fewer than four workers proba-
bly are not buying workers comp in-
surance. But if you're in the mining
indust:ry and have 500 or more em-
ployees, you probably do.

Those are two conclusions drawn

from a survey earlier this year by the
Austin, Texas-based Research and

Oversight Council on Workers' Com-
pensation, which monitors the sys-
tem The council relied on 2,870
phone interviews of employers con-
ducted this spring by the Public Pol-
icy Research Institute at Texas A&M
University in College Station.

Texas is the only state where em-
ployers can opt out of the workers
comp system. New Jersey law in the-
ory allows opt-outs, but the proce-

Texas
Continued from page 2
propriety of the defendants' rates to
the named plaintiffs."

The suit also alleged the NCCI
helped insurers avoid detection by
forwarding rates to regulators that
the organization knew were not the
actual rates charged to the plaintiffs.

Among the schemes plaintiffs say
the insurers used were residual mar-

ket charges in addition to premiums,
altering retrospective premiums in
an "unapproved side agreement" and
writing and using arbitration clauses
bo destroy the "protection offered to
the insured by the policy form ap-
proved" by regulators, court papers
state.

A notice detailing the proposed
settlement indicates the insumrs and

the NCCI, while agreeing to the set-
tlement terms, deny any wrongdoing
and claim their "conduct was or has

become authorized by statute and
that some or all of the claims are

basred by the statutes of limita-
lions."

Other large defendants in the case
include Liberty Mutual Insurance
Co., Argonaut Insurance Co., CIGNA
Prope* & Casualty Insurance Co.
and Travelers Insurance Co. The pro-
posed deal says the NCCI, 14 insur-
ance groups and a number of their
subsidiaries have agreed to partici-
pate in the settlement.

"I think it's a fair settlement,"said
Scott M. Clearman, an employer at-
torney with McClanahan & Clear-
man L.L.P. in Houston. He said a fi-

nal payout of $190 million would be
close to the amount of the over-

charges.
The settlement would:

• Require immediate distribution
of 95% of the proceeds to policy-
holders, with the remainder placed
in a fund with other settlement

amounts to be paid upon final reso-
lution of the litigation.

• Require that insurers calculate a
"premium diSerential" for each class
member to determine the amount of

any overcharges. The calculations
would be subject to review by a
third-party actuary.

• Allow insumrs to offset a distri-

bution to policyholders by the
amount of any bills or debts owed to
the insurer.

• Pay $10,000 to each plaintiff
that was subjected to discovery and
$5,000 to each that was not. The
payments will be made from the
combined fund.

• Pay attorney fees and expenses
of about $48.3 million plus one-Bird
of any accrued interest.

Insurers that already have settled,
attorneys say, include mr Hartford
Insurance Group, The St. Paul Cos.,
Reliance Insurance Group, Nation-
wide Group and Employers Mutual

Casualty Co. lel

eds light on opt.outs
dure is so stringent that apparently chased coverage.
no employer has chosen it. South Of the employers responding, 29%
Carolina, the only other state to al- of the non-subscribers said they pay
low non-subscription, recently made benefits to employees injured on the
the coverage mandatory. job. Those companies' workers make

The council's survey found that up 71% of all employees working for
39% of Texas employers do not have employers that do not buy coverage.
coverage, down from 44% in 1995. Texas employers that choose to
The report showed 20% of workers bear the cost of workplace injuries
in the state are employed at busi- also give up protection afforded by
nesses that do not buy coverage. the exclusive remedy doctrine and

In a state that allows employers to risk unlimited tort liability.

opt out of the system, many have The risk of liability and the falling
chosen to beef up safety procedures cost of workers comp insurance in
and offer benefits that replace pur- Texas are why a number of employ-

DUS'IneSS inS'U7-UnCe, AUgUSL J, 1330 / 04

ers are returning to the system or de-
ciding to continue coverage.

The survey found only 3% of
non-subscribers had been sued by
employees over work-related inju-
ries. But, 38% of larger non-sub-
scribers had been sued, while only
2% of smaller non-subscribers had

faced litigation.
Many employers are buying cover-

age because they think they have to,
the study said. While 40% of those
that bought coverage did it to pro-
tect themselves from suits, another
23% purchased the insurance be-

cause they thought it was required.
The data shows that businesses

with one to four employees make up

44% of all non-subscribers, while
those with 500 or more workers

amounted to just 14% of the total.
The percentages decline as the num-
ber of employees increases.

While the percentage of employers
that opt out is falling, many non-
subscribers are gone for good. Thir-
ty-nine percent 39% said they would
never buy coverage again, and 38%
said the cost would have to be cut at

least in half before they would buy
workers comp insurance.

Ree copies of the survey are avail-
able by calling the Research and
Oversight Council on Workers' Com-
pensation at 512-469-7811.
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Assurex International has gained
market prominance through its global
network of professional brokers. In your
city...in your state...across the nation
...and around the globe you will find an
Assurex partner to provide innovative
and cost-efficient answers to your insur-
ance and risk management questions.

Through our global electronic net-

work your local Assurex partner can
access experience and expertise from
insurance and risk management profes-
sionals across the nation and around the

globe.
If your company has international

locations your Assurex partner can pro-
vide valuable information on insurance

laws and regulations, local customs,

and industry specific practices.
The wide scope of services provided

by our network of local brokers makes
Assurex International the priority choice
for your risk management program.

Assurex Intemationalis a global or-
ganization with the capabilities to meet
you at your point of need -national and
international.
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Asbestos $1 billion of this amount The in- sue of monumental importance to Dallas, a plaintiffs attorney repre- to rely on the same reasoning used
surers also will provide up to $1 8 hundreds of thousands of people senting the lead appellant in both by the 3rd Circuit
billion to respond to claims filed and dozens of companies Fortu- class actions, said the 5th Cir- "Georgine is there to resolve

Continued from page 1 before Fibreboard and the two nately, we have aUS Supreme cult's approval of Fibreboard cases purely by disease categories
Harrison in San Francisco, which companies settled their insurance Court with the power to resolve should not p ositively impact and it ignores relevant differences
represents Fibreboard disputes in August 1993 (BI, Sept such conflicts," said Lawrence Georgine, nor does it offer signifi- between claimants The 5th Cir-

Mr Irwin said he was not sur- 6, 1993) Chubb's responsibility Fitzpatrick, president and chief cant precedent for future asbes- cult said that, faced with similar
prised by the court's decision even for this portion of the settlement executive officer of the Princeton, tos-related class actions conditions, it would have done the
though several legal experts had is capped at $635 million N J -based CCR "Fibreboard presented such a same thing" as the 3rd Circuit,
doubted the 5th Circuit would ap- If ultimately approved, the The Judicial Conference of the unique fact pattern that I do not said Brobeck Phleger's Kelly
prove Ahearn in light of the 3rd global settlement will supersede United States, which establishes believe it will ever arise again Al- Wooster
Circuit's Georgine ruling the insurance settlement and let rules of procedure for state and though a casual observer might Mr Wooster, like the court, also

"This was a different court de- Fibreboard avoid bankruptcy federal courts, is interested m say (Fibreboard) 15 precedent for pointed out that the two settle-
ciding a case with extremely dif- Supporters of the CCR settle- overhauling Rule 23 of the Fed- national class actions for asbestos ments seek to pay claims in en-
ferent facts," he said "An over- ment, meanwhile, are hopeful that eral Rules of Civil Procedure, cases, it's only precedent for a tirely different ways " Fibre-
riding factual difference is that the conflicting rulings on a pair of which governs class actions In class action in the event there's a board's settlement takes a fixed
the CCR was trying to settle mass unprecedented asbestos personal June, the Judicial Conference in- dispute between an insurance amount ($ 1 54 billion) and gives
torts, and ours was largely a set- in]ury settlements will prompt the structed ltS Advisory Committee company and an insured where that to a trust not run by Fibre-
tlement of insurance coverage is- Supreme Court to review on Clvil Rules to publish for pub- the insured would go Insolvent board Conversely, Georg:ne
sues " Georgine, and maybe both cases, lie comment a draft paper that otherwise That won't occur very would be run by the CCR, which

According to the Fibreboard to resolve once and for all the lS- recommends permitting judges to often," Mr Baron said could walk away in 10 years It's
settlement, CNA and Chubb will sues surrounding acceptable class certify class-action settlements Lawyers for Fibreboard also in- not irrevocable "
provide $154 billion to an inde- actions even if the same class would not sist the facts and terms of the Fi- The Fibreboard settlement,
pendent trust to pay claims filed "The Fibreboard decision fur- be certified for trial purposes (BI, breboard and CCR settlements are though, does not base damages on
after Aug 27, 1993, as well as any ther underscores the head-on con- June 24) different in nature and that it was disease type and pays much less to
future claims CNA will pay about flict among circuit courts on an is- Fred Baron of Baron & Budd in appropriate for the Sth Circuit not attorneys involved, he added ,

"This is just another step in an
15-"1110 amazing game of chess," accord-

, %
; f ing to Mr Baron "It's certainly

not over " Inl
7
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A . Pay or play
saga ends
Massachusetts

health care law

(50** <*11* AMA[Diyg dead after repeal
BOSTON-Massachusetts' "pay

or play" health care law is no
more

,6 Massachusetts legislators last
.

month successfully overrode Gov
William Weld's veto of a measure

that repealsthe never-imple-
%4. L 38396" mented 1988 law that once was a

model for states looking for new
1 .

ways to expand health care cover-
age to the uninsured

Gov Weld favored repeal of pay
. or play, but he vetoed the bill be-

cause another provision will raise
the state cigarette tax by 25 cents
a pack That money will be used
to provide health insurance to
children from lower-income fami-

lies

The repeal of the statute ends an
8-year-old saga that began in
1988 when Massachusetts enacted

health care legislation incorporat-
ing pay or play The statute was
so named because employers were
to be automatically hit with an
annual tax of $1,680 per em-
ployee

However, that tax was offset by
each dollar an employer spent on
its health care program Employ-
ers that spent more than $1,680
per employee on their health careven if you're wrestling with a heavy For more information on how to
programs were exempt from the

L workload or grabbing a getaway, you attain the standard of excellence in tax

don't have to miss taking your Certified employee benefits, contact the CEBS The law was supposed to take

Employee Benefit Specialist® (CEBS) exam
effect ln 1992 But soon after en-

Department at the International actment, opposition-mainly from
With the flexibility and convenience of Foundation of Employee Benefit Plans. small-business groups-began to

swell The small-business lobbycomputer-based testing, you can keep your
argued that a health care mandate

career moving ahead and plan your exams ® would force employers to lay off
according to your needs-both personal and *51 workers Employer lobbyists also

professional. That's because CEBS exams are argued that some employers
would flee the state, costing Mas-

offered year-round at over 250 locations. sachusetts more jobs
You can pick the date and time, even In response to those arguments,

INTERNATIONAL FOUNDATION legislators delayed implementa-reschedule. The tests are easy to use and
OF EMPLOYEE BENEFIT PLANS tion of the law several times Op-

administered in personalized comfort and position to the law, though, con-
security 18700 W Bluemound Road tinued to grow and by earlier this

year it became clear that pay orUnder the continuing direction of the PO. Box 1270
play would be repealed Prior to

Wharton School of the University of Pennsyl- Brookfield, WI 53008-1270 the repeal vote, the law was to go

vania, CEBS tests have not changed in con- Phone (800) 449-CEBS (2327) into effect Aug 1
Last year, Washington state re-tent. They're still not easy, but now they're a Fax (414) 786-8650 pealed a similar law that would

lot easier for you to take E-mail: cebs@ifebp org have required employers to pay at
least half the cost of employees'
health Insurance premiums

-By Jerry Gewel



House of L

a win for
By SARAH GODDARD

LONDON-Reinsurers have

won the right to mount legal
challenges to the "follow-settle-
ment" clauses that currently bind
them to their cedants' decisions
on claims settlements.

Handing down the opinion in
the House of Lords on the Hill

and Others us. Mercantile & Gen-

emt Reinsurance Co. P.L.C. case

last month, Lord Mustill granted
M&G Re, which filed a suit over
reinsurance claims relating to the
sequestration of aircraft during
the Gulf War, the right to bring
the suit to the Commercial Court.

Although the Court of Appeal
in 1994 upheld a lower-court rul-
ing that follow-settlement clauses
must be adhered to, the five-

member House of I=is panel
unanimously said that reinsurers
need not be bound to the clauses.

Though the sums involved in
the M&G Re case are not that

high-they are estimated at ap-
proximately $10 million-the de-
cision could have implications for
a number of claims within the

London market excess-of-loss

spiral. Reinsurers further up the
chain may now challenge claims
agreements reinsurers made on
lower layers of coverage.

The underlying case for the de-
cision relates to the seizure of 15

Kuwaiti Airlines and one British

Airways aircraft at Kuwait air-
port by Iraqi invading forces on
Aug. 2, 1990 (BI, Sept. 3, 1990)
Under the follow-settlement

clauses, reinsurers higher up the
spiral were bound to accept the
decision by the primary insurers
that the invasion constituted one

occurrence, hitting the policy
limit of $300 million.

However, M&G Re had dis-

puted that the loss of the aircraft
was just one event, and the
House of Lords' decision means

the reinsuser can now test its ar-

gument in the commercial court.
If M&G Re successfully argues
that multiple events caused the
losses, it may ultimately have lit-
tle or no liability, because the in-
dividual claims would not be suf-

ficient to reach the M&G Re

layer of coverage.
"It will materially affect

whether M&G Re is liable at all,"
confirmed Charles Gordon, a
partner at London law firm
Manches & Co, who acted for

several Lloyd's of London syndi-
cates who were challenging M&G
Re's dispute.

INTERNATIONAL

ords ruling
reinsurers

However, he said he is confi-
dent that if M&G Re pussues the
matter, the commercial court
would uphold a December 1995
court decision by Justice Rix that
the Iraqi invasion constituted one
event with respect to the loss of
the aircraft (BI, Jan. 1).

There will probably be a pre-
liminary hearing in September to
clarify the issues before the full
healing, Mr. Gordon said. The
full case would not be heard until

next year at the earliest, he said.
The follow-settlement clause

traditionally has been accepted as
binding on reinsurers, as long as
the coverage is within the terms
of the original insurance and ap-
plicable reinsurance policies, and
the claims settlement was within

the realm of good faith and nor-
mal business practices.

The implications of this deci-
sion are limited. It will only affect
clauses that are worded in the

same way as the one under dis-
pute, according to Mr. Gor-
don.However, he admitted that it
"muddies the water."

According to Mr. Gordon, the
decision should not affect the

Lloyd's of London settlement of-
fer, which is partly funded from
policies that went up through the
spiral.

However, along with recent re-
insurance cases such as the Char-

ter Reinsurance Co. Ltd. us.

Patrick Fettrim Fagan dispute
(BI, May 27), known as the "pay
as to be paid" issue, the M&G Re
case does indicate a growing
trend in the London market for

reinsurers to take certain issues

to the courts.

"Most reinsurance problems re-
late to how they aggregate
losses," pointed out Mr. Gordon.
.There are always tensions be-
tween reinsurers looking to avoid
aggregation and reinsureds who
will be looking to aggregate."

These tensions will increasingly
be legally tested, which could
"cause chaos" in the market, he

said. One implication may be
slower claims payment as dis-
putes relating to high reinsurance
layers are settled through the
court system.

In a statement, Mr. Gordon and
another Manches partner, Chris
Jones, said, "The reinsurer is now

free to impose his own definition
of the terms of the direct insur-

ance policy and his reinsurance
policy without being bound by
any decision reached by his rein-
...Cul
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Members and U.K. courts give
momentum' to Lloyd's R&R plan

By SARAH GODDARD One action group
plans to seek
judicial review

LONDON-Now in its final

month. the Lloyd's of London reon-
struction and renewal plan is gather-
ing support from members and assis-
tance from the U.K. courts.

Last week, the Court of Appeal
ruled that damages awarded to liti-
gating members cannot be paid di-
rect to the litigants, but must go to
the trustees of the members' premi-
ums trust funds. The decision affects
about SOO million ($466.8 million)
in litigation recoveries, now in es-
crow accounts, giving Lloyd's first
call on the cash.

The ruling overturns the judgment
in the original case, heard in 1992 in
the High Court. After the first case
had been brought, Lloyd's amended
the premiums trust deeds governing
members' premiums Trust funds to
combat any ambiguity about litiga-
tion recoveries.

The FIT) amendment was only au-
thorized to go ahead by the presi-
dent of the Board of Trade, Michael
Heseltine, on the understanding that
its legality would be tested through
the courts. So far, the High Court
has found against Lloyd's in that
case, and although the issue was ap-
pealed in the same case as the sei-
zure by Lloyd's of litigation recover-
ies, the Court of Appeal did not
make a ruling and "will take time to
consider (the issue)" said Lord Jus-
tiee Nourse.

Meanwhile, Lloyd's started send-
ing finality statements to all mem-

bers, emphasizing thar the settlement
offer is now in its final form. In a

letter accompanying the 320-page
Settlement Offe Document-itself

an accompaniment to the compara-
lively insubstantial one-page finality
statement-Lloyd's Chief Executive
Ron Sandler wrote, "The settlement

offer is now final. Negotiations with
the various contributors regarding
the size of the settlement fund have

been concluded."

Nevertheless, the Paying Names
Action Group-numbering now
around 3,000 paid up and extremely
unhappy Lloyd's members who
think they have been financially sac-
rificed to appease the more vocifer-
ous action groups-continued to
press for a better deal for its mem-
bers and is following through on its
thmat to request a judicial review
into Lloyd's. This could be com-
pleted before the end of August, ac-
cording to PNAG chairman Tony
Welford, in time for Lloyd's annual
solvency test, carried out by the U.K
Department of Trade and Industry
every Aug. 31.

But Barry O'Brien, a senior part-

Pemex self.insured for plant explosion
MEXICO CITY-Petroleos Med-

canos, Mexico's state-owned pet-
roleum company commonly known
as Pemex, 411 have to meet a large
self-insured retention before insur-

ance policies are triggered to cover
damages from an explosion that
knocked out its biggest natural gas
processing plant in the Southern
state of Chiapas.

A propane leak ignited by an un-
known source is blamed for the July
26 blast, according to Pemex. The
explosion killed six workers and in-
jured 39, some seriously. No dam-
ages estimates were available.

Pemex buys property and liability
insurance from Aseguradora Med-

cana, a unit of insurer Comercial-
America, but has a significant self-
insured retention, said J.D. Dawson,

owner of broker Dawson y Correa,
with offices in Mexico City and Irv-
ing, Texas. Mr. Dawson said Pemex
is a rninority owner of Aseguradora
Mexicana.

A Pemex spokesman confirmed
Pemex is insured by Aseguradora
Medcana, but could not provide de-
tails about its retention, property or
liability limits or excess coverage.
The company's liability to the de-
ceased and injured workers is lim-
ited. They will receive benefits pro-
vided through the Mexican Institute
for Social Security, which acts some-

what similar to workers compensa-
tion insurance in the United States.

The disabled plant processed
about one-quarter of Mexico's gas
used for cooking. Pemex said that
throughout August it will import 300
cubic feet of natural gas per day
from Texas and increase production
at other sites to make up for the loss.

The company has been plagued by
catastrophes, including an April 22,
1992, sewer-line explosion that killed
205 people and leveled 20 city blocks
in Guadalajara (BI, May 4, 1992),
and the November 1994 gas plant
explosion near Mexico City that
killed 300 people.

-By Roberto Ceniceros

ner with London law firm PYesh-

fields and Lloyd's legal adviser, said
he was confident there are no

grounds for a judicial review.
Except for the PNAG, the R&R

plan is receiving endorsements from
an inciasing number of members'
groups, including the Assn. of
Lloyd's Members, the Gooda Walker
Action Group and the MacKinnon
Hayter Action Group. Others are ex-
pected to recommend their members
accept the offer over the next few
days. "It has built up a momentum
which appears to be going in the
right direction," a Lloyd's spokes-
man said.

In the last poll of members, car-
ried out by independent pollster
MORI, 82% of members said they

will only receive guidelines in Au-
gust. They will not receive any de-
tails on their applications by the ac-
ceptance date.

Most members will not see any
change between their second interim
statements and the full finality state-
ments. Before taking members' funds
at Lloyd's into account, 12,500 mem-
bers will receive a release; 7,200 have
a bill up to £25,000 ($38,900); 4,100
will have a bill between £25,000 and
£50,000 ($77,800); 3,500 will have a
bill between £50,000 and £75,000
($116,700); 3,500 will have a bill be-
tween £75,000 and £100,000

($155,600); and 4,400 will have a bill
more than £100,000 ($155,600)

These figures include tranche four
debt credits and the U.S. state cred-

its, which now amount to £31.3 mil-
lion ($48.7 million). Lloyd's members
in Tennessee will not have the op-
portunity to join in the settlement of-
fer because of pending litigation
there. About 29 members are af-

'Negotiations with the various
contributors regarding the
size of the settlement fund

have been concluded,' says
Ron Sandler.

were likely to accept the offer.
Members have until Aug. 28 to ac-

cept or reject the offer. They will be
sent more detailed information on

the calculations behind their finality
statements later in the month,
though Lloyd's refuses to release in-
formation on the level of acceptance
it requires to make the plan work. A
number of factors will be taken into

account when assessing the relative
worth of each member's acceptance,
said Mr. OBrien, such as action
group membership, whether they
have been successful in litigation, the
level of their losses and the type of
syndicates, such as spiral or long-
term liability, on which they under-
wrote.

About 1,000 members who have
applied for debt credits designed to
help the names who s11 cannot af-
ford finality bills, known as tranche
four debt credits, have been in-
formed of their allocation, and an-
other 500 should hear by the rniddle
of the month. However, several hun-
dred members who have applied for
additional assistance aimed at those

who have been financially devas-
tated by their Lloyd's memberships

4 6400#
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fected by the situation.
U.S. members in states that did

not sign on to the recent North
American Securities Administrators

Assn. agreement still may accept the
settlement offer, though they will not
be given the additional state credits.

Also, Lloyd's has appointed seven
trustees to the trust that will own

Lloyd's run-off reinsurer Equitas
Ltd. Originally, the trustees were to

be elected by the Lloyd's members
reinsured into Equitas, but this
could lead to arguments that Equitas
is a security.

The trustees are Michael Deeny,
chairman of the Gooda Walker Ac-

tion Group and a member of Lloyd's
ruling Council; former Lloyd's Dep-
uty Chairman Colin Murray; John
Mays, chairman of the Merrett 418
(1985) Names' Assn. and Merrett No.

2 Assn.; Viscount Bledisloe, a lawyer
and former member of Lloyd's; Des-
mond Heyward, a member of the
Names' Committee; Sir Adam Rid-

ley, chairman of the Names' Com-
mittee and an executive director of

Hambros Bank P.L.C.; and Richard
Spooner, chairman of the Gresham
321 Action Group. El
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U.S. non-life insurers' growth Airline group moves to lift
to come from abroad: Study international liability limits
By EDWIN UNSWORTH sharp fall ln the number of US US companies "would not be un- U.S., E.C. approval still neededproperty and casualty insurers realistic "

U S Insurers as a group will Whereas now there are 371 prop- The main reason for tms consoli- By EDWIN UNSWORTH best exemphhed by the Korean
greatly increase their overseas erty/casualty insurance groups in dation will be the need for econo Airhnes disaster and the Locker-

non-life business over the next de- the United States, the report fore- mies of scale This would bring es- LONDON-Removal of fixed bie incident, where Mllful mis-
cade, but fewer companies will casts that by 1999 the number will sential expense cuts but also pro- passenger hability limits on ln- conduct was alleged and proven,
share in lt, according to a report fall by 20% to under 300 The vide the ci itical mass necessary for ternational flights came a step delaying payment to famihes of
published last week study says mergers and acquisi- investment in new technologies closer when the International Air passengers In addition, there are

The report, "Strategies for Sue- tions will fuel this consolidation and practices, such as direct-mail Transport Assn filed its Interear- the anachronistically low limits
cess in U S Insurance," published and that the vast majority of com- marketing programs ner Agreement on Passenger Li- under Warsaw," said Desmond
by management consultant Data- panies acquired will be small abillty last week with the US T Barry Jr, a partner speciahz-
monitor, forecasts that U S over- About 90% will have annual pre- Comes of Strategies for Success in Department of Transportation ing in avlatlon wlth Condon &
seas non-life premiums will almost mi'Lim volume of under $1 billion, US Insurance are available from IATA Director General Pierre Forsyth m New York
triple to $55 9 billion in 2005 from and, of these, over two-thirds will Datamonitorfor $3,995 Datamon- Jeanniot said he hoped the U S Trans World Airlines has be-

an estimated $20 9 billion in 1995 have premium volume of less than ztor USA, 41 Madison Ave, 5th authorities would approve the come one of the latest signatones
Main growth areas will be in $100 million Floor, New York, N Y i 9010, 212- agreement m time for it to be- to the agreement, although the

Mexico and other parts of Latin Datamonitor says it is more dif- 661-2525, fax 212-661-5351 Data- come effective by the target date airline signed after Parts-bound
America, followed by Asia Entry ficult to predict consolidation .n monitor Europe, 106 Baker St, of Nov 1, 1996 Flight 800 crashed July 17 mto
into Latin American markets will the life insurance sector, but that a London WIM 1LA, 171-625-8548, The Department of Transpor- the Atlantic Ocean shortly after
be assisted particularly by the 15% reduction in the number of far 171-625-5080 tation normally allows a 21- to departing New York's Kenned>
North American Free Trade 30-day penod for mterested par- International Airport The disas-
Agreement, which allows U S in- ties to comment In this case, in- ter lalled all 230 aboard (BI, July
surers to be majority owners of in- terested parties could Include 22)
surance companies there Looking abroad groups such as bar associations, Other U S alrhnes to sign on

In all these countries, demand aircraft manufacturers and survi- to the agreement are Delta Alr
for non-life insurance will be Growth In U S overseas property/casualty premiums vors' groups Lines Inc, Amencan Airlines
spuIred by sustained political and $60 - Geneva-based IATA, which Inc , Hawaiian Airlines Inc ,
economic liberahzation as they counts about 240 mternational Umted Air Lines Inc, Umted
continue their "impressive"

E so -
0 alrlmes among its members, had Parcel Sernce of America Inc

growth rates of iecent years, by E 40- Deen expected to file for ap- and USAIr Inc UPS is signing
rapidly increasing middle classes, E proval of the agreement with the on to the agreement because lt
and by the inability of domestic

- 30-
European Comrmssion at the plans to begm offenng some pas-

insurance operations to meet the  20. same time it made its U S sub- senger charter fhghts later this
resulting growth in demand, ac- mission, but it is waiting for a year, according to a UPS spokes-
cording to Datamonitor  10 few ma]or European airlines to man

6

Faced in their home market with 0 0 sign up before approaching the Many other major airlines
relatively stagnant growth and in- '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 2000 '01 '02 '03 '04 '05 E C IATA said it expects a num- have signed, although noted ex-
creasing competition, US insur- ber of these airlines to sign on to ceptions include Air France,
ers will expel lence their largest Growth in overseas U S property/casualty the agreement this week, en- Lufthansa, Alitaha and Iberia
growth rates overseas The propoi - premiums as a percentage of,he total abling it to make a submission to However, IATA has indicated it
tion of ovelseas non-life premiums the E C before mid-August expects these airhnes to sign to
US insureis earn in relation to .2 80 Once it has acceptance from the avoid being at a considerable
their total non-life premiums will E

2 60 United States and the European competitive disadvantage to
double to 125% in 2005 from Commission, other countnes are other camers
about 6 2% in 1995 540 - expected to readily endorse the Aviation hull and hability in-

This represents an estimated -

0 20 - agreernent surance rates have weakened

compound annual growth I ate for - The agreement would bring to considerably this year, and un-
0 0overseas operations of 88% be-

---
/ an end specified hmits on pas- derwnters are uncertain if even

tween 1995 and 2005, compared 0. '90'91 '92 '93 '94 '95 96 '97 '98 '99 2000 '01 '02 '03 '04 '05 senger hablhty on mtemallonal the TWA crash w111 reverse the
with the growth rate of just under flights as ongmally set up in the slide Underwnters do not yetDomestic I Overseas
3% for domestic operations over Source Datamonitor 1929 Warsaw Convention and know whether insurers wall be

the same period subsequently modified m 1966 able to use the higher hability
Datamonitoralso predicts a GRAPHIC BY JOHN HALL by the Montreal Protocol These payments expected under the In-

limits range from $75,000 in the tercamer Agreement as a reason
United States to $150,000 m for raismg premiums

Allianz, Munich Re reshuffle decks most of Europe and $350,000 in IATA has argued that the
Australia agreement should not necessanly

In their place, if the agreement lead to an automatic merease m
Swaps strengthen each in new areas stable profit centers " comes into force, airlines would insurance rates, because lt

Prior to the acquisition, Munich have to pay full "compensatory should reduce legal costs and
By DON LEWIS KIRK its 25% share in Vereinte, which Re had only life insuiance compa- damages," which w11 be regu- time needed to reach a settle-

now gives Allianz 100% control of nies in its group The addition of lated by the norms existing m ment
In a bid to settle antitrust ques- the health insurance group Europe's largest health insuier the country of the a passenger's David O'Conner, a legal repre-

tions by the German cartel office, Allianz also will get Munich will not help improve eainings passport or place of residence sentative for IATA in Washing-
a goveInment antitrust authority, Re's 503% stake in Hermes but will allow a focus on private The agreement would also end ton, said endorsement of the
Allianz AG Holding has sold one Kreditversicherungs AG, the customers The move also will the need for a claimant to prove agreement should make very ht-
of its prized subsidiaries to Mu- leading German credit and loan raise Munich Re's group premium an airline was at fault in order to tle difference to the overall ha-
nich Reinsurance Co insurer and the reinsurer's hold- volume to ovet 33 billion DM receive full compensation for bility premiums paid by U S air-

Reducing its market dominance ings in Allianz's Austrian compa- ($2234 bilhon) from 293 billion death or senous Injury hnes They wtll only be affected
in health insurance, Allianz nies DM ($19 84 billion) Mr Jeanniot said, "The new on therr international business,
signed over Deutsche Kranken- Neither Munich Re noI Allianz Munich Re and Allianz have system being introduced by the and most U S airlines are pn-
versicherung AG, Europe's larg- expect problems with the German long been cemented by a 25% airlines wall signihcantly benefit manly domestic operators In ad-
est private health insurer, while cartel office In a statement re- crossholding TogetheI they now the travehng pubhc and modern- dition, any effect on rates should
opting to keep a smaller health in- leased after a July 26 supervisory represent a 30% share of the Get - ize an archaic regime which has be only temporary, largely be-
surance group, Vereinte Ver- board meeting, Allianz said it was man health insuiance market long created unnecessary ten- cause the agreement should re-
sicherungs A G confident the transaction would Both companies see great prof- sions between airlines and claim- duce time and costs involved in

The move surprised analysts, go ahead after informal talks with itability in health institance as ants, to the detnment of both" the claims procedure, he said
who had expected Allianz to sell cartel authorities Germany s aging population and The airline and insurance in- Longer tenn, habihty msurance
off Vereinte-the smaller, domes- The acquisition by Munich Re overtaxed state welfaie system dustries have mixed opinions as ratings will depend largely on an
tic portion of its health busi- will give both companies an ad- raises demand to whether the removal of habil- airhne's claims record, he added
ness-which it acquired from vantage, a Munich Re spokesman "It's a phenomenon prevalent ity hmits will result in higher However, Heni Burg, head of
Swiss Re Group in 1994 said "Besides solving Alhanz's throughout Europe,'' the spokes- premiums for airlines anation at Swss Reinsurance

Recent speculation over poten- cartel problem, it will help us di- man said "We see gieat synergies Since the basic Intercamer Co, said prudent underwnters
tial buyers focused on talks be- versify at a time when reinsurance between reinsurance and primary Agreement on Passenger Liabil- should not assume the change
tween Allianz's French, German lS becoming very volatile By its insurance in this area We also ity was presented at an IATA would have minimal impact
and Italian insurers, including As- very nature, reinsurance is a high- hope to gain valuable know-how I meeting last October m Kuala "On the contrary, the market's
surances Generales de France, er-risk business, and primaiy in- from our primary health insurer Lumpur, it has been signed by 50 leading underwnters should as-
Aachen-Muenchener Beteili- surance offers more stability " that we can use in reinsurance " international airhnes represent- sume the responsibility of re-rat-
gungsgesellschaft und Assicurazi- As a result, the spokesman said, At a July 29 presentation of Al- mg more than 50% of scheduled mg each nsk individually and 
oni Generali SpA the acquisition is a welcome bal- lianz A G Holding's annual bitsi- international air transport opera- charglng as appropnate an addi-

Industry sources suggest most of ance "At a time when reinsurers ness report, board Chairman Hen- tors tional premium," Mr Burgi said
these companies balked at the 4 are doing less general business ning Sehulte-Noelle echoed a sim- IATA's agreement on passen- .

billion DM ($2 71 billion) price and are left with only very large ilar statement, underlining the ger habihty was motivated by Mtchael Schachner contnbuted
In return for 100% of DKV, Mu- risks, like airports or natural ca- great potential for health and life "expenses and delayed litigation to this stoly

nich Re has agreed to give Allianz tastrophes, lt is good to have other insurance products UII



Stocks
Continued from page 1

"I think it's been really hard in
this industry to make a 'group
call' for a while," said Mr. Frank.
"I think you're much better served
to keep an eye on a handfulof
names you like and attempt to
pick them off when they're under-
valued."

"We look for selected winners in

an otherwise difficult market,"
said Steven A. Gavios, managing
director at Bear, Stearns & Co.
Inc. in New York. These are com-

panies that "should continue to
show strong earnings gains in the
face of weaker earnings for the in-
dustry as a whole."

According to the Business In-
surance Index, the insurance in-
dustry stocks have declined by
15.4% year to date, compared
with a 2.7% rise in the Standard

& Poor's 500.

Some segments of the insurance
market have done better than oth-

ers, however, according to an in-
dex compiled by Hartford,
Conn.-based Langen McAlenney,
a division of Janney Montgomery
Scott Inc.

Through July 26, primary prop-
erty/casualty stocks were down
1%, multiline stocks were down
3.9%, and insurance broker stocks
were down 1.2%.

However, reinsurer stocks were

up by 0.8%, while Bermuda stocks
were up by 7.5%, and life insurer
stocks were up 0.9%. Overall, the
stocks were up 0.6%, compared
with 3.2% in 1995.

"They've been underperformers
through the first seven months of
the year, I think primarily due to
their strong performance in 1995
with a particular surge in Decem-
ber of 1995," said David Seifer, an
analyst with Donaldson, Lufkin
Jenrette Securities Corp. in New
York.

However, the stocks are "hold-

ing up better than technology"

and still are reasonably priced,
said Gloria Vogel, senior vp with
Advest Inc. in New York.

"But clearly most of them took a
little bit of pressure in the down
draft, although some of them held

the industry's underwriting re-
sults, the notion that prices have
been coming down faster than the
benefits of this reform are now

beginning to surface. . .hence the
return to a traditional underwrit-

'It's going to be a tough market for most
property/casualty stocks, and we expect
them to underperform the market for the
balance of the year,' says Steven Gavios.

up," she added, referring to the
recent sell-off of high-technology
stocks.

Stock analysts generally are not
optimistic about the stocks' likely
overall performance this year,
however. "I'm definitely very
bearish on the commercial insur-

ance industry," said Lehman
Bros.' Mr. Wade.

"I think the stocks as a whole

are likely to be market performers
at best, and fundamentally I think
what you're going to see is even
further declining growth and
earnings disappointments" over-
all, said Mr. Wade.

"I think it's going to be a tough
market for most property/casu-
alty stocks, and we do expect the
property/casualty group to under-
perform the market for the bal-
ance of the year unless interest
rates show a strong rally, which
we do not expect," Mr. Gavios of
Bear, Stearns said.

Meanwhile, there could be a re-
turn to the traditional underwrit-

ing cycle, said Harry Fong, direc-
tor at C.J. Lawrence/Deutsche Se-

curities Corp. in New York. "After
a decade of increasing price com-
petition, cracks are beginning to
surface in the underwriting re-
sults of the commercial lines car-

riers.

"While we have advocated a

view of legal reform benefiting

ing cycle is a distinct possibility,"
Mr. Fong said.

However, the worst may be over
insofar as the stock market is con-

cerned, said Smith Barney's Mr.
Frank. "Among the large commer-
cial carriers, the combination of a
rocky bond market and increasing
concerns over competition in the
marketplace have probably done a
good amount of the damage that
you're likely to see.

"We were a little concerned

about valuation toward the end of

last year, and stepped back from a
couple of names, but frankly
year-to-date in '96, as the valua-
tions have come down, we've

found ourselves building up rep-
resentation again."

It is hard to generalize on the
outlook, said Mr. Frank. "I would

say it depends on the (stock) mar-
ket. If we continue to have a diffi-

cult overall stock market but

bonds are stable, the group could
shape up fairly defensively" and
do relatively well.

However in a "runaway" mar-
ket where the stocks overall jump
up, "they might very well get left
behind again," said Mr. Frank.

Larger commercial property/ca-
sualty insurers recommended by
analysts include American Inter-
national Group Inc., General Re
Corp., Chubb Corp., USF&G
Corp., American Re-Insurance

THIS IS A CLAIM HAPPENING.

WHO SHOULD YOU CALL FIRST?

For major catastrophes like hurricanes or eart/,quakes. Ward-THG ofers a better way to handle claims.

Ward-THG's Catastrophe Services Division o Dedicated CAT units

helps you experience the calm a#er the storm. o Pre-catastrophe planning
We're a proven nationwide network of daims o Immediate mobilization

professionals carefully selected and supervised to 0 Experienced personnel
meet our clients' needs before, during and after 0 Prompt reserving & reporting
any natural disaster o On-line systems capabilities

We offer a diverse range of services for all For the calm aBer the storm, call Ward-THG
aspects of the daims process induding: at (800) 274-9844.

In Association With

Thomas Howell Group
Ward-THG
Claims Adjusters & Administators

.[JuaL/605'ya 1/66u/unce, nugUZ,L J, 1330 / 11

Co., ITI7Hartford Group Inc. and
RenaissanceRe Holdings Ltd.

AIG, General Re and Chubb are
all on DLJ's recommended list.
"We think all of those will do bet-

ter in the second half," said Mr.
Seifer.

Chubb also is recommended by
Mr. Gavios. "At Chubb, we see a
superior property/casualty com-
pany that should have good
growth and stellar underwriting
profitability, selling at a price/
earnings multiple that is only av-
erage to the group."

Mr. Gavios also recommends

AIG, which "we believe is one of

the best-positioned insurers in the
U.S. commercial insurance mar-

ket environment, with an ability
to buck the industry trend on
growth by creating specialized
products and by finding new mar-
kets to sell their insurance prod-
ucts to. That should allow them to

grow faster than the industry as a
whole while maintaining under-
writing profitability."

Gen Re is also recommended by
Mr. Frank. The reinsurer remains

a leader in the market and a "fine

beneficiary of consolidation" as
demonstrated by its National Re-

insurance Corp. transaction, said
Mr. Frank, who noted the rein-
surer may also make further in-
roads in Europe (BI, July 8, 1996).

Mr. Gavios recommends

USF&G Corp. "At USF&G we see
a company in the midst of what
could be one of the most dramatic

turnaround stories ever to have

been achieved in this industry.
"We expect a continuing growth

of specialty business, margin im-
provement in their commodity
business, and we also see some

further share repurchases at cur-
rent price levels as bolstering
earnings per share as well as the
stock."

American Re is on Mr. Frank's

recommended list. He noted that

in light of National Re's acquisi-
tion, American Re has been the fo-

cus of market speculation that it
might eventually be acquired as
well (see story, page 45). For the
week ended July 26, it closed at
$50.88 a share, up $12.12 from the
week before. The stock closed at

$57.75 on Aug. 1.
"We really liked it at the outset

for purely fundamental reasons,
and now there's obviously been a

See Stocks on page 43

fl.st S 6
a golden opportunity

for readers of

Business Insurance

ARD' S RESULTS
Brs August 26 issue will report on the
internationally recognized Ward's 50
benckmarbs for both Life/Health and

Property/Casua1ty insurers.

Corporate buyers of commercial insurance
and employee benefits, plus thousands of
consultants, agents, brolzers, reinsurers and
state insurance departments rely on Ward's
Results to supplement their financial
analysis of U.S.-domiciled insurers.

And now, they'll also r on BI for tke

first to report on t11e results from Ward's

1996 editions.

-As an insurer, there's no better time, and
certainly no better place, to reinforce your
strengths to Bfs 155,000* readers. Bfs
August 26 issue is your time to shine. Call
now to reserve your acl space.

*,L}2 Cial*g: _,4}*61 14
Business

Insurance®
New Yorb: 212-210-0133

Clicago: 312-649-5276 O Los Angeles: 213-651-3710
*Includes pass-along readership.
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The Professional Marketplace
RATES AND CLOSING TIME:

Rates: Display classified is $153 00 per column inch. minimum ofone inch Straight chissifedis Closing: Published every Monday Copy must be in typewritten form by 500 Tuesday, 6 days
$13 50 per line, mmimum of 5 lines Count 34 characters per hne (include each space and punc- preceding publishing date No verbal phone copy accepted Most major credit ctirds accepted Mail
trmtion as a character) Additional $22 00 chargefor all blind box ads Only those responses which ads te, Cheryl Butler-Adeszko, Class:ed Advertising, 740 North Rush Street, Chicago,
jit into a business size envelope will beforwarded Responses areforwarded daily Illinois 60611 For more information call 312-649-5340 or FAX 312-649-7799

HELP WANTED HELP WANTED INTERNET SERVICES BUSINESS OPPORTUNITY HELP WANTED BUSINESS OPPORTUNITY

«Where Professionals Insure Their Careers" INSURANCE CAREER CENTER i ING,\ ISLA\115 INS INFO
MAIN STREET PROFESSIONAL SEEKING SUPERMARKET BUSINESS

http //insjobs com/
Consultant has information on wind, Metro New York City We are a midwest property casualty Ins

EXECUTIVERECRUITERS NATIONWIDE Where Insurance prolessionals gel hired! Place your
property & casualty coverages & Co specializing m insuring supermarketsresume online confidentially of m a puilic forum

Search hundreds of cuffent Insuranceposrtions listed insurance markets available in US , Successful,well rated regional Metro NYC and want to expand our business We seek
by top Companies, Brokers and Recrulters Virgin Islands I niche P&C company reciuiting for a Main business through sources with knowledge

0 Risk Management 0 Insurance Brokerage Call our holme today for more Inlormaliont Call Paul Lichtman 1 Street specialist to create, build and man and experience relative to supermarket
(410) 266-3970 (610) 642·0700 or fax (610) 642.7952 age ' Main Stiwt"prognms to supplement risks Program business welcome In acldi-O Safety & Loss Control O Risk Management product line for existing and future tion to P&C lines, we have facilities for

0 Claims Management Consulting producers employee benefit programs and TPA facil
ities for both P&C and benefits If desired

Also Ask About Our Temporary Oppoltunities! College degree, pmfessional designation agency purchase can be considered Please
and seven + years expenence pretermd15 James Street, Main Level, Flocham Park, NJ 07932 send all Inquires to Business Insurance,

Call 201-765-9000 • Fax 201-765-9009 LEGAL NOTICE LEGAL NOTICE Attractive compensation & benefit pack Box 2998,740 N Rush Street, Chicago, IL

age for this ground floor opportunity with
60611

RMA RICHARD MEYERS
an A+ company with a multi-billion dollar

at ASSOCIATES INC UNITED STATES BANKRUPTCY COURT parent Professional Marketplace
Southern District of New York Reply in confidence to E-Mail Address

IN THE PETITION OF GARETH HUGHES AND ANTHONY JOAQUIN, Bumness Insurance, Box 2997

HELP WANTED HELP WANTED AS JOINT PROVISIONAL LIQUIDATORS OF
740 North Rush Street

THE BERMUDA FIRE & MARINE INSURANCE COMPANY LIMITED
Chicago, It« 60611 CLBUTLER@CRAINCOM

(THE "COMPANY')
1

CASE NO. 93-8-46013 (PBA)

NOTICE IS HEREBY GIVEN tha- on July 23, 1996, an Order LEGAL NOTICE LEGAL NOTICE
was entered by the United States Bankrup-cy Court for the Southern

51_NION CLAIMS ANAIYS-1 District of New York continl.ing the Preliminary Injunction Order originally
issued on December 14, 1993 (the "Order") which (a) enjoins and restrains

UNITED STATES BANKRUPTCY COURT
the commencement or continuation of any judicial action, arbitration pro-
ceeding, administrative or regulatory actior or proceeding against the SOUTHERN DISTRICT OF NEW YORK

Company or any of its property In the United States, (b) enjoins and IN THE PETITION OF DAVID LLEWELLYN MORGAN AND MARK W R SMITH,National Medical Care, Inc is a leading provider of dialysts restrains the enforcement of any Judicial proceeding arbitration award,
and home health care services In this position, you will mitigate AS JOINT PROVISIONAL LIQUIDATORS OF

administrative or regulatory proceeding to crea-e, perfect or enforce any
the Company's exposure to risk by coordinating and managing STOCKHOLM RE (BERMUDA) LTD (THE "COMPANY")

lien or other claim against the Company or any of its property in the United
all workers' compensation claims-related activities Promote States, and (c) requires all persons to turn over and account to the CASE NO 95-8-40543 (PBA)

automation and changes to administrative procedures while Petmoners for all funds resulting from the drawdown of letters of credit ill NOTICE IS HEREBY GIVEN that on July 23, 1996, an order was
reducmg the cost of claims Bachelor's degree with a mlnlmum of excess of what is expressly authorized by the terms of the contracts and entered by the United States Bankruptcy Court for the Southern Distnct of
3 years' workers' compensation and/or related claims experience any related trust or other agreements pursian- to writch such letters of New York (the "Bankruptcy Court") in connection with the case filed with
required Strong documentation and follow up sktlls are critical, credit have been posted, In their possession, custody of control after writ- respect to the Company pursuant section 304 of the Bankruptcy Code (the
PC skills a must ten demand for turnover and accounting is made by the Petitioners against "Order")

such entity The Order shall remain in effect pending a hearing scheduled
1 Enjoining and restraining all persons and entities from (a)Interested applicants, send resume and salary requirements to to be held in Room 617 of the Alexander Hamilton U S Custom House, One

National Medical Care, Inc., Corporate Human Resources, Bowling Green, New York, New York on December 5,1936 at 2 30 p m Any transfernng, relinquishing or disposing of any property of the Company in the

Job Code: SCA, 1601 Trapelo Road, Waltham, MA 02154 NMC is party in interest who has not received a copy of the Order should contact United States, or the proceeds of such property, to third parties, (b) com-
counsel for the Joint Provisional Liquidators in writing at the following mencing or continuing any action or other legal proceeding against thean equal opportunity employer
address Company or any of its property in the United States, or any proceeds there-

Chadbourne & Parke LLP of, (c) enforcing any Judicial, quasi-judicial, administrative or regulatory judg-
1 T'|C National Medical Care

30 Rockefeller Plaza
ment, assessment or order or any arbitration award, and commencing or
continuing any act or any action or other legal proceeding to create, perfect

New York, New York 10112
or enforce any lien, set-off or other claim against the Company or any of itsEnhancing the Quality of Life. Attention Kenneth P Coleman, Esq properly in the United States or any proceeds thereof, including, without lim-
dation, rights under reinsurance or retrocession contracts, and (d) drawing
down any letter of credit established by, on behalf or at the request of, the
Company, or withdrawing from, setting off against, or otherwise applying

HELP WANTED HELP WANTED property that ts the subject of any escrow agreement or similar arrangement
In which the Company has an interest, in excess of what is expressly autho-

HELP WANTED HELP WANTED rized by the terms of which such letter of credit, escrow, or similar arrange-
ment has been established, except, however, no drawing against any letter
of credit shall be made in connection with any commutation unless the

-  amount has been agreed In writing with the Petitioners or permitted by fur-

B INSURANCE PROFESSIONALS
ther order of the Bankruptcy Court,

2 Requiring all persons and entities that are beneficiaries of let-
ters of credit established by, on behalf or at the request of, the Company, or
parties to any escrow or similar arrangement in which the Company has an

CONTINUOUS ENTREPREN'EURIAL interest, to (a) provide notice to Petttioners' United States counsel of any
drawdown on any letter of credit established by, on behalf or at the request

IMPROVEMENT of, the Company, or any withdrawal from, setoff against, or other application
611 environment of property that Is the subject of any escrow agreement or similar arrange-

CONSULTANTS ment in which the Company has an interest, together with information sum-
cient to permit the Petitioners to assess the propriety of such drawdown,

THE AON PERSPECTIVE withdrawal, seto#, or other application, including, without limitation, the date

Your challenge to develop proposals and and amount of such drawdown, withdrawal, setoff or other application and a

Walk into AON Risk Services, Inc of Massachusetts and you'll find copy of the agreement pursuant to which any such drawdown, withdrawal,
implement specific approaches

innovative people turning today's challenges into future opportunities setoff or other application was made and provide such notice and other Infor
that will improve corporately, mahon contemporaneously therewith, (b) turn over and account to theOur entrepreneurial environment, based on the interdependence of

Petitioners for all funds resulting from such drawdown, withdrawal, setoff, orthe productivity and quality individuals working towards a shared goal, hos made us a global1-

other application, m excess of what is expressly authorized by the terms of
of our client services leader in retail insurance brokerage and risk management services the contract, any related trust or other agreement pursuant to which such letJoin us and you'll look ct success from a whole new perspective at ter of credit, escrow, or similar arrangement has been established,AON Risk Services, Inc of Massachusetts

Our client, one of the nation's fastest-growing commercial 3 Requiring every person and entity that has a claim arising
insurance carriers, seeks polished professionals whose spe- under a contract of Insurance, reinsurance, retrocession or otherwise, writ-

SENIOR ACCOUNT MANAGER- claimed expertise will help impact our future direction ten or entered into by the Company and who Is a party to any action or other
INTERNATIONAL legal proceeding in which the Company is or was named as a party, or as a

Si,5. With 10-12 years experience in the property/casualty area, your result of which a liability of the Company may be established to place the
Responsibilmes include mining and servicing current intemational business Peationers' United States counsel on the master service list of any such33- work history must also demonstrate 5 years in the TQM arena
through delivery of responsive chent services and contnutd development of superior action or other legal proceeding and to take such other steps as may be nec-SlifF Driven to achieve the business goals established by yourself
client and market relationsh ps You will be actively nvolved in marketing efforts essary to ensure that such counsel receives (a) copies of any and all docu-

and the management team, the selected professional will work ments served by the parties to such action or other legal proceeding or
with senior officers to bring a strong TQM focus to their area and renewals as well as the development of new multi-national business A college

issued by the court, arbitrator, administrator, regulator or similar official hav-
degree and a MA property and rasualty insurance brokers license are required Ing junsdiction over such action or legal proceeding and (b) any and all cor-
Must have 8-10 years of expertence serviang large rrult, nation31 accountsThis polished communicator will not only serve as a discus- respondence, or other documents circulated to parties named in the master

1 -1=3

sion partner with the VP of Continuous Improvement, to whom Bi-lingual abilities are strongly preferred service list

i he/she will repod, but will develop and implement specific The Order shall remain in effect pending the hearing scheduledWe offer a comprehensive benefit pacluge including halth insunnce, 401(k) mvings,
6 -Y programs that will impact the future development of this bust- to be held in Room 617 of the Alexander Hamilton US Custom House, Onestock purchase, & tuition assistaice programs

Bowling Green, New York, New York on December 5, 1996 at 2 30 p m Any ness groupf For immediate consideration, please send or fax resume, mduding salag party in interest who has not received a copy of the Order should contact
counsel for the Joint Provisional Liquidators in writing at the address listed*2 Bring us your ability to realize the b,g picture and we in tum requirements, to Nancy Jones, Assistant Human Resources Manager, AON
below

111* w,11 reward you with an executive-level compensation pack- Risk Servim, Inc of Massachusetts, 99 High Street, Boston, MA 02110-3271
age For strictly confidential consideration, call Helene Fax (617) 457-7614. Chadbourne & Parke LLP

30 Rockefeller Plaza-«4 Fronteras at 312-644.9170. Or forward resume to her at An equal opportunity employer4» The Shorr Group, 500 N. Michigan Ave., Suite 820-HSF, New York, New York 10112

Attention Kenneth P Coleman, Esq.»1 Chicago, IL 60611. Fax: 312-644-5522. Equal Opportunity

4-j@ Employer

+, Il-2
AON 1

R:sk Services, Inc of Massachusetts BUSINESS INSURANCE CLASSIFIEDS ASSURE TOP QUAAITY RESULTS
1



Stocks
Continued from page 41
speculative element introduced,"
he said.

Even if the company is not ac-
quired, it has a "limited down-
side" of a price in the mid-4Os
while, if it should become an ac-
quisition target, it could be priced
in the 60s or even higher.

"The beauty of American Re's
speculative appeal is that even if
nothing happens, you still own a
first-rate market leader in the in-

dustry," Mr. Frank said.
Lehman Bros.' Mr. Wade recom-

mends ITT/Hartford and Bermu-
da-based Renaissance Re. ITT/
Hartford "is creating a distribu-
tion-based cost advantage, which
I think very few companies, espe-
cially in the commercial industry,
are able to replicate," Mr. Wade
said.

He explained that the insurer is
taking the technology used in the
personal lines industry and intro-
ducing it to the commercial indus-

.

insurance.

Circulation Breakdown
Commemial Consumers

Almini*aiver
CEO's, Presidents, and Ownem, .......1,790
Vice Presidents, General Managem and
Olher Administmve Personnel ..... ...4,961

Financial:
Chiel Rnancial Olkem and Vice Pmsidents

ofFinance ....................,...3,172
Secretari Tmasum, controllers and
omer Rnancid Pemnnel ........... .3,028

Ri*Employee Benefits:
Vire Pradents, Directom, Managets,
and omermlated defAment pemonnel
of insumnw, risk employee bendils,
WISOnne|, compensauOn, Wns|On,
salely, seou4, industdal mlations,
human msoumes and employee/
labor relaions....................17,213

Sub·total.................31,164
Asmiations ........................311

GovemnEnt Unions d
Eduoationd Inslutions ...............881

Commercial Consumers

Sublotal .................31,356
Insura'08 Agents and Bfolem ....... .8,013
Insumnce Companies .............. .7,685
Acoounnts, Actuaes,

Attorneys & Consullan ............ .3,586
Adjustels, Appmisels, TPAs, C#Ve
Managers & Hedth Can Providers .....1,858
01!lels Alliedtothe Reld .............1,091

Total Qualified ............53,589
Non·qualikd........................7

TOTAL CIRCULATION......S,596

* Bourne Busine*upation/
blealdown of qua/iled dmuk#on,
Novemiber 27,1995 /ssue, as
submilled B BPA Br Dgemb#r 1995

BPA Pub/ishefs Smmment

try ''and I think they'll have some
success there."

Secondly, Mr Wade said, ITT/
Hartford is planning to take some
reserve charges in connection
with losses from its asbestos and

environmental as well as its guar-
anteed investment contract busi-

ness that should remove a drag on
its earnings.

Small cap companies recom-
mended by analysts include
Penn-America Group Inc., Cap-
sure Holdings Corp., Navigators
Group Inc., Philadelphia Consoli-
dated Holding Corp. and Walshire
Assurance Corp.

Penn-America, which writes

commercial property and multi-
peril business, is "very well-man-
aged," said John Keefe, Rich-
mond, Va.-based vp and analyst
with Ferris Baker Watts.

"Management has cultivated
excellent relationships" with the
55 general agents that distribute
its products in the wholesale mar-
ket. "They have established a
franchise value." according to Mr.
Keefe.

CPCU and IIA
candidates

I guarantee you will learn more in less time inth
The Burnham System - Or ¥Our money back.

Ray Burnham CPCU, CLU, ARM
19 Everett Street. Southbridge. MA 01550

Call 1-800-GET-CPCU New!

FOR 1996

SERVICES GUIDE

ADVERTISING

INFORMATION

CALL 312-649-5340

'The beauty of American Re's speculative
appeal is that even if nothing happens,
you still own a first-rate market leader in
the industry,' says Ron Frank.

The company also is very profit-
able, with combined ralios that
have been consistently in the 90%

to 95% range. It has enjoyed a
25% premium grow:h rate in the
past five years, although this is
expected to moderate to 15% ro
20% over the next five years, Mr.
Keefe said.

Penn-America also is recom-

mended by Blair E Sanford, an
analyst with San Francisco-based
Hoefer & Arnett, who said the
company has "devised some fairly
interesting ways of compensating
producers."

Mr. Sanford's other recommen-

dations include Capsure, which he
said is likely to be either merged

Services Guide

RETURN

To learn how to start

and to succeed in

CPCU and IIA study

Come to the Source

RETURN ® for Managed Care

PC software for Worker's Compensation and disability or group hzalth plans. RETURN ® manages cas:
process from day one, channels to network providers, monitors work status and return-to-work. Offers

ele:Monic rolodex 01 all providers, treatinert sites, resources and contacts. Documentsase activity, refe:-
ra: s, cost savings, case notes, monitors utilization, case outcom:, provider perfomance md cost savings.

Includes: Standard Letter Generator, AdHoc Report Writer, Accunts Receivable for Case Managemert
services, bil-repricing, JobAnalysis,Work Status, standard d.ta upload utilities, Optional: EDI

®

T

A CPCU
- 1 I:-

AMERICAN INSTITUTE FOR CPCU

INSURANCE INSTITUTE OF AMERICA

CALL 1-800-644-2101

Health Management Technologies, Inc.
1150 Moraga Way, Suite 150 Moraga, California 94556

1-800-647-7007

153)

or sold. "I think any one of those
two events equates to more value
to shareholders than the price of
the stock currently reflects," Mr.
Sanford said.

Hew also recommends Naviga-
tors, which, he noted, recently be-
came a corporate name with
Lloyd's. The company is "a little
bit misunderstood today in the
market," he said. "There is soft-
ness in their core marine business,
but I'm somewhat excited about

their upcoming activities with
Lloyd's as a corporate name."

Philadelphia Consolidated, he
said, has "very decent second-
quarter results. . .and given my
confidence in management, I

Ouslness insuranCe, AugUSE 0,1-BYD / 46

think there's some good upside
here in the stock and at the cur-

rent price level."
Mr. Keefe also recommends

York, Pa.-based Walshire Assur-

ance, a company that he said spe-
cializes in insuring small, long-
haul trucking firms. The market is
"pretty competitive," with large
insurers coming in and out of the
business.

Walshire Assurance, however,
has been extraordinarily profit-
able, with combined ratios in the
high 80s to low 90s "for as long as
I'm aware."

"Their reserve practices have
borne out the company's conser-
vative management. They've had
redundancies in nine of the past
10 years," said Mr. Keefe.

The company also has a conser-
vative investment portfolio as
well as "plenty of room for

growth. We think they're going to
grow 20% top line and bottom
line going forward." Walshire had
a 1.48-to-1 premium-to-surplus
ratio as of the end of 1995, said
Mr. Keefe. izil

SYSTEMS
Medical • Dental • Vision • Disability • Life

Self-Administrated Companies • TPA's
Managed Care Organizations • Insurance Companies

Eligibility, Billing, Agent Commissions and Claims

1-800-444-1189
10777 Westheimer, Suite 125 • Houston, TX 77042 • FAX 713-974-3544

8 0

For More In/brniation 1/ 111 G 6142626 *. 4
152 Simsbug Road, Avon, CT 06001

FORTUNE 500 EXPERIENCE

For Everything You Need And Expect In
A Managed Health Care Administration System ...

GET THE 85jy-==£-0
-.' -- m

Fully automated/integrated software and hardware solutions for the processing

and administration of medical, dental, vision, drug, disability and COBRA claims
for indemnity, PPO, HMO, and PHO plans. Related training, support, and
consulting. All FACTS' products are year 2000 compliant. FACTS' full featured
product line includes systems for: Managed Care; Workers' Compensation with
Integrated Managed Care; Flexible Benefits; Pre-Authorization and Referrals;
Premium Billing, Accounting, and Commissions; Claims Editing; EDI; Optical
Imaging/IOCR; Automatic Adjudication; POS; MICR Laser Check/EOB Encoding;
Electronic Claim Workflow Distribution System; over 150 reports and custom
report generator.

FACTS Services, inc.
1575 San Ignacio, Suite 406, Coral Gables, FL 33146

(305) 284-7400
General Automation Value Added Reseller

For advertising information contact: Cheryl Butler-Adeszko, Classified & Services Guide Advertising

740 North Rush Street, Chicago, Illinois 60611.Telephone (312) 649-5340 • Fax (312) 649-7799
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66Be sure that you return it."
Carpal tunnel claims
may soar, study says

If you're racing through this issue of Business Insurance because you By MEG FLETCHER procedure requiring only a small
"borrowed" it from a colleague, you should have your own subscrip- mcision and an average two-week

tion. Then you'll be first on the list. You can take as much time as you BOCA RATON, Fla -Carpal tun- recovery penod
nel syndrome 1njunes are rapidly In addition, "employers are prob-like with all of Business Insurance's exclusive worldwide news of loss
increasing as an expensive cause of ably more aware of CTS, and they

prevention, risk financing and benefit management every week. workers compensation claims, may be doing more loss prevention
though a new study finds that the and are more aware of the necessityTo subscribe, use the card in this issue average total cost of the claims is of modifpng work for an employee

or Call 1 (800) 678-9595 Toll-Free. decreasing with CIS," Ms Kish said
"In the last few years, there has Workers most at iusk for carpal

Ask about our been a striking increase m the num- tunnel syndrome dunng 1991-1994
special 20%-off Subscription Rates in U.S. Dollars Business ber of CTS 111]unes reported in the were employed by manufacturers,
group subscription for 1 year, 52 Issues. Insur¢,nce. workplace," according to a study 49 7% of cases, office/clerical,
rate for five or more

USA $85 Subscription Dept conducted by the National Council 21 4%, goods/services, 20 5%, con-
subscriptions A on Compensation Insurance Inc in struction, 4 8%, and other, 3 7%
great way to save

Canada/Mexico $105* 965 E Jefferson
Boca Raton, Fla The non-profit or- The study also found "stmkmgly

money And avoid All other countnes Detroit, MI 48207
gamzation collects data, files advi- diferent" characteristics of carpal

pass-along problems by expedited air $205 Outside the USA sory rates and operates residual tunnel syndrome claims compared
*Pnce gncludes Candian GST Call (313) 446-0450 markets in dozens of states with all other workers comp claims

Carpal tunnel claims were fled • Women filed 68 1% of all car-

55 2% more often between 1991 pal tunnel claims, but only 311%
and 1994, compared with all other of all other workers comp claims
lost-time claims, which portends a This is at least partially explained
"potentially dramatic" increase in by the preponderance of women
the next decade, the study says working in high-risk occupationsiWORLD The study analyzed data from such as clothing manufactumng and
126,404 claims, mcludlng 3,279 car- office/clerical posts where they per-
pal tunnel ones, which were drawn form assembly work and use key-
from NCCI's detailed claims infor- boards frequently, the study said
mation cover·mg 40 states and the • Surgery is performed m 42% ofAPTIVE Distnct of Columbia all carpal tunnel cases, compared

However, the overall frequency of with 14 8% of all others
carpal tunnel cases reported in 1994 • Employers or insurers success-
was only 1 97%, up from 1 27% in fully challenged 83% of all carpal

™ & ALTERNATIVE RISK FINANCING 1991 tunnel syndrome cases, compared
"CTS is caused by constant, re- with 6 3% of all others

petitive flenng of the tendons 10- • Attorneys were involved ill

7.MAFORUM cated m the wrists between the car- 18 8% of carpal tunnel syndrome
pal bones The constant flexing cases, compared with 136% of all
builds up the protective sheath sur- others
rounding the tendons, which in .

Sponsored By November 17-20,1996 Joint," the 11-page study explains Tunnel Syndrome in Workers Com-• Business Insurance

turn Increases pressure in the Single coptes of the study, "Carpal

Tumberry Isle Yacht & Country Club The onset of carpal tunnel syn- pensation Frequency, Costs and

0 lidMicaant;251%1SER - drome occurs when the median Claim Charttenstics," are avail-Aventura, FL (near the Miami & Ft Lauderdale Airports)
nerve, which runs through the able for $35 through InsNet, the

 Tillinghust-Towers Perrm wnst, becomes compressed NCCI's online serulce To access

Carpal tunnel syndrome symp- InsNet, call NCCI customer service
toms begin with stiffness, tinghng at 800-622-4123
and pain m the injured worker'sThis year' s program, focusing on 'Captives and Beyond,' includes general sessions,
wnsts, fingers and forearms As 11

2,  :..+"AL.#. 4 roundtable discussions and workshops on,...: r progresses, the worker also may feel
,, **» 85 C,5 4'MIL. soreness in the arm, shoulders and Letters

/ 4 A:.i r, neck Eventually, the worker may
• Special captive basics seminar - » ".,c::f'#S;Vt'2;-n Market update' London, Europe, the lose the ability to grasp objects Continued from page 8

• Captive owners roundtable breakfast = . '. , United States and Bermuda Routine treatment may Include Business Insurance's reputation
use of spllnts and anti-inflamma- and integrity would have left a

m Global risk financing alternatives • Fronting factors tory drugs, as well as surgery From one-sided and misinformed article
• Captive users and the tax man • Captive solutions to health care issues 1991 to 1993, a typical worket to the opinion page, if printed at

needed 142 8 days to return to work all
• Rent-a-captive Why own when you can rent? • The pros and cons of self-management and 243 9 days to reach maximum It is important that Business In-

medical improvement, the NCCI surance readers see that tempo-. Emerging alternative risk financing developments versus contract management study found rary workers aie not, as Mr Lev
in the next captive hot spot-Latin America • The entrepreneurial approach to Average lost wages and medical alludes, widely perceived as see-

costs were $12,730 per claim the ond-class employees but Instead. Strategic risk financing alternative risk financing third-highest amount spent in 10 are productive and leliable work-
inJury categories Carpal tunnel ers. How to work with your reinsurer to build the . Captive case studies-four seasoned
syndrome costs were exceeded only I urge Bustness Insurance to

best risk financing program veterans tell how and why by $19,036 spent for amputations pi ofessionally and thoroughly an-
. Investments Index funds-The wave of . Plus, meet the experts from the captive and $15,639 for a category that alyze the temporary help industry

combined fractures, dislocations Show your readers its tremen-
the future'? and alternative risk financing market- and crushing injuries dous giowth, how large and small

However, an analysis of accident business ate benefiting from tem-• Aggregate stop-loss and finite reinsurance place in an inviting exhibit arena
year data from 1991-1993 found porary services and the code of
that "the difference between CTS ethics established by the National
claims and all other claims iS get- Assn of Temporary Services,

Registration includes all sessions, continental breakfasts, lunches, receptions, ting smaller," said Jennifer Kish, an among other positive develop-
pool party and workbook materials, plus access to the exhibit hall. NCI researcher who co-authored ments

the report That amount dropped to
$1,200 Full registration

Tom Bokosky
47% in 1993 from 9 8% in 1992 Director, Risk Management

$975 for second and subsequent registrant from same company and 34 2% in 1991 Remedy Intelligent Staffing
The relative drop in costs may San Juan Capistrano, Calif

$975 Risk manager's full registration (no additional discounts apply) have been spurred by new medical
procedures and Increased employer$2,000 Exhibitor's fee (space is limited, available on a first-come, first-serve basis) Business Insurance wel-
awareness, she said Both factors comes letters to the editor ThePlus, optional World Captive golf and tennis tournaments. reduce recovery time and speed re- Letters sectton ts mtended to
turns to work

be a forum for readers opm-
"Treatment procedures are get-

Call Judith Harrington, Conference Director, ums and comments Business
ting better because doctors are Insurance reserves the nght to

612-928-4659 coming up with less mvasive sur- edit letters for ctanty or space
gery techniques," she said

We will not publtsh unsigned
'New treatments and surgery are letters Please send your letters

f
begmnmg to see better results," to Letters to the Editor, Bust-

ah N though they are only m their early ness Insurance, 740 N Rush

1Al- \. 4 \ stages, the study said They Include St, Chicago, m 60611-2590,
an endoscopic surgical procedure faz 312-280-3174, e-mad
and a non-traditional "carpal tun- pwinston@crain com
nel release operation," a 15-minute
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Brokers ,fs >44
Mr Ryan said "We're extremely pleased wlth our

results," Mr Cloherty said "We'reFirst-half broker results Alexander & Alexander
r hanging in there "

Con-inued from page 2 (In millions of dollars) - , Revenues for the first half of 1996 He attnbutes the results to the
Ale-Grs Inc, which A&A sold at the I

decreased a modest 0 4% to $649 5 broker's ability to dellver products
beg nning of 1995, explained Alan

'i' fl *
Gross % change Net income % change

Broker
nulhon from $6523 milhon m the efhciently and at the same time have

revenues from 1995 (loss) from 1995Kersnaw, vp and treasurer of the first half of 1995 Profits declmed revenues outpace expenses
New 'Sork-based brokerage Marsh & McLennan $2,1145 114% $258 3 140% 46 3%, to $34 6 milhon from $644 Whlle revenues mereased 57%

Rrhert H Hilb, chaiIman and Aon Group 947 3 101 120 01 (56) mihon last year over the flrst mx months, expenses
chief executive officer of Glen Alen,

Alexander & Alexander 649 5 (0 4) 34 6 (46 3) Excluding foreign exchange rates increased a modest 4% That 2%
Va -bs.sed Hilb, Rogal & Hamihon, and sold operations m 1995, reve- margin gave way to a 24% increase
saic tie broker's nearly 5% drop in Acord,a 327.6 23 1 141 65 nues were up 23% for the first half, in profits, Mr Cloherty said "It
prots so far in 1996 would be ar in- Arthur J Gallagher2 203 3 57 153 24 0 Mr Kershaw said shows the power of watching costs"
crease if results inctuded the sale of

Hilb, Rogal & Hamilton 81 0 66 78 (49) He attnbutes the fimt-half proht Dunng the second quarter, Gal-
its (.en Bay, W s, office in 199:

Poe & Brown 59 3 120 78 101 dechne to sold operations in 1995 lagher announced ltS thud-party ad-
Arc Aon Group s 56% drop in and the soft market ministration subsidiary, Gallagher

preta> net income for the first six 1 Pretax 2 Restated 1995 figures While flrst-quarter revenues were Bassett Services Inc, foimed a Joint
monts meludes a $224 milhon ape- Source Company reports

down 3%, second-quarter revenues venture with ACI Adjusters Canada
cial charge related to an early re-ire- GRAPHIC 3Y LISA KRUSS rose 22% to $3352 milhon, com- Inc called Gallagher Bassett Adjust-
merit Drogram m the second quarter pared with $328 1 nulhon in 1995 ers Canada Inc

Witne.rt the special charge, pretax kers Second-quarter results include an "The quarter is marked by good The Toronto-based venture pro-
r.ec·me increased 12% When adjusted for foreign cur- extra $33 2 milhon M&M gamed on performances m our U K retail unit, vides claims management, mforma-

While pnmary properly/casualty rency fluctuation, Marsh & McLen- the sale of its U K Insurance pro- Alexander Consulting and our Asia tion management, loss control and
pnces remain flat, the downswng m nan Cos Inc's remsurance brokerage gram management fum, The Fnzzell Pacific busmess," Mr Kershaw said appraisal services for the Canadian
catastrophe remsurance premiums revenues were down 10% for the Group Ltd However, "two of our largest bum- workers compensation market
alsc la stuntmg revenue growt) at first six months of 1996 Excludmg the Fnzzell sale, foreign nesses (North American retail and In June, Gallagher acquired Phoe-
brokarages with significant relnsur- "When we looked at January re- exchange rates and some small sales, specialty and reinsurance) are under nix-based Alhance Insurance Group
ance trokerage operations newals, we knew, unfortunately, this U S insurance brokerage revenues pressure because pncmg is weak " Inc, and m July bought San Fran-

R€ insurers report nationwide is the way it's gomg to be for the rest increased 5% in the first six months The brokerage held expenses m cisco-based Lamberson Koster & Co
proferty catastrophe reinsurance of the year," said J Michael Bischoff, and intemational brokerage reve- check m the flrst half, posting only a Terms were not disclosed
rates are down abair 10% dunng vp-corporate development nues rose 8%, Mr Bischoff said 2% mcIease to $582 9 milhon from
midyear renewals (BI, July 1) Despite the drop m remsurance While reinsurance brokerage reve- $5714 milhon in 1995 Hilb, Rogal & Hamilton

"The reinsurance market is off," brokerage revenues, M&M's total nues are down, aviation, manne and PYrst-half 1996 revenues Increased

said Michael J Cloherty, executive revenues grew 11 4% m the first six energy and international specially Acor{lia 6 6%, to $81 milhon from $76 mil-
vp a: Arthur J Gallagher & Cc m months, fueled mostly by The Put- practices have produced couble-digt Revenues at the Indianapolis- hon m the same penod m 1995 Prof-
Irasp Ill "We're lucky lt doesn't af- nam Cos, its Investment manage- growth so far in 1996, he said based broker increased 23 1% dur- its, however, shpped 49%, to $78
feet us too much " ment subsidiary, and the sale of its Roundmg out the New York-based mg the first half to $3276 milhon milhon from $82 milhon m 1995

Tia: is not the case for other bro- U K Insurance program manage- broker's six-month results. The Put- from $266 2 milhon in 1995 The Cahfomia workers comp mar-
ment group nam Cos reported a 45 9% growth Prohts were up 65% m the first ket "really hurt us," Mr Hilb said

A&A's results were a httle below m revenue, to $503 7 milhon from half of this year to $14 1 milhon However, "we're comfortably ahead

Possible sale expectations m part due to lower re- $3452 milhon during the same pe- from $133 milhon the year before of last year because of acquisitions
sults from its London-based reinsur- nod in 1995, and M&M's consulting Flrst-half 1995 profits had dropped rather than an increase m premium

of Am Re has ance and wholesale brokerage bum- unit, which mcludes revenues from 18 1% from the same period m 1994 rates, which doesn't east," he said of
ness, Mr Kershaw explained Wilham M Mercer Inc, rose 10 6% "This is the second indication that the broker's top-hne growth

industry talking Revenues from Alexander Howden so far in 1996 to $570 2 rmllion from we are nght on track," said Patnek As for profits, Mr Hilb said if the
Group Ltd are down 3 3% m the $5155 milhon m 1995 M Shendan, execubve vp and chef roughly $15 milhon gain on the sale

PRINCETON, N J -The posm- flrst Ex months to $151 milhon from financial officer The first mdication of its Green Bay, Wis, office is ex-
$156 1 milhon m 1995 While the Aon Group

ble sale of Amencan Reinsurance came m the flrst quarter, when prof- cluded from 1995 results, "profits are
Co to another direct remsurer broker no longer breaks out revenues First-half revenues increased its mcreased 13% up sigmheantly"

would hkely reahgn the ranlangs from its remsurance and wholesale 10 1% to $947 3 milhon from $8607 While results are "shghtly ahead of In May, HRH acquired Clover In-

of the top domestic remsurers but brokerage busmesses, Mr Kershaw milhon Pretax net mcome was expectation," he said he expects the surance Agency and substanbally all
sald the decline "is pnncipally due to down, however, to $120 milhon, a seond half to be even better of the operating assets of Clover In-is not expected to have a direct

impact on rates
the reinsurance market " 56% shde from $127 1 milhon in Of the 23% revenue growth so far surance Benefits & Service Inc The

Rumors are circulating on Wall In the meantime, brokers contmue 1995 m 1996, the largest increase among new unlt, located m Ontano, Callf,
to conduct busmess in a very com- During the second quarter, Aon the top U S -based pubhcly held bro- speciallzes m the daily industry InStreet that leveraged buyout flrrn
pettbve marketplace Corp took a $30 2 milhon pretax kers, 9% was denved mternally The June, HRH completed three acqulsi-Kohlberg Kravis Roberts lS hold-

ing blks on the sale of its major- "It's kind of a wild and winy charge relating to an early retire- remainder is acquisition-fueled tons Agency One Weaver Financial

it> stake m Amencan Re KKR time," said J Hyatt Brown, chair- ment program Introduced Interna- While Acordia executives have Group Inc m Mesa, Anz, Don C
man and CEO of Poe & Brown Inc tionally and domestically said they are not golng to make any Tardy Insurance Agency Inc inbought the remsurer from Aetna

Life & Casualty Co m 1992 for in Tampa, F[a "Every account is like Of the charge to earnings, $224 large acquisitions in 1996, they did Hereford, Texas, and Assurance Inc
a lump ball You almost don't know million relates to Aon Group, said purchase two smaller agencies dur- m Washmgton Terms of all the ac-$14 bilhon m a leveraged buyout
which (insurer) wll come out of the Patnck G Ryan, charman and CEO ing the second quarter Flat Top In- quisittons were not disclosedand subsequently took Amencan

Re pubhc (BI, Feb 1, 1993, Apnl woodwork with a quote on an ag- of the brokerage umt and its Chica- surance Agency, a property/casualty

20, 1992) Amencan Re's sale gresmve account " go-based parent agency m Blueheld, W Va, w,ll be- Poe & Brown

pnee could range from about S2 "It's a constant battle," Mr Hilb In addition to improvlng efficiency come a part of Acordia West Vir- Revenues Increased 12% to $59 3

bilion to $35 bilhon, market an- said of the market "There is stll a and productivity, "we've had very ginia, and Rothschild, Bell & milhon in the first six months of
soft:ness out there a naggmg type good luck in our consohdation strat- Walseth Agency Inc, a St Paul, 1996, compared with $53 milhonalysts say

Attention has pnmanly focused that won't go away If it cooled off a egy umng early retirement as a way Minn -based property/casualty dunng the same penod last year

on other dgect reinsurers as po- httle bit, it would be wonderful " to reduce payroll, ' he said "It helps agency, wlll become a part of Acor- Profits rose 101%, to $78 milhon

tential buyers of American Re in- Individual results of the largest make consohdabon work while glv- dia of Minnesota Terms were not from $7 1 milhon m 1995

cludmg Employers Reinsurance pubhcly held U S brokers follow mg people a very good package " disclosed Of the top-hne growth, 5% comes

CO Marsh & McLennan
The approximately 450 people from mternal growth, the rest is due

who opted for the package w111 save Arthur J. Gallagher to acquisition, Mr Brown saidBased on 1995 net premiums
wreten, a combmabon of Em- Revenues for the first six months Aon about $70 milhon in payroll ex- Revenues increased 57% dunng Durmg the second quarter, Poe &

ployers Re and Amencan Re of 1996 mcreased 114% at the penses, Mr Ryan said first-half 1996, to $203 3 milhon Brown acquired Atlanta-based B&R

worlld create the largest domestic world's largest broker to $21 billion Excludlng the special charge, Aon from $192 3 milhon in the same pe- International Inc, doing bumness as

rernsurer, moving ahead of Gen- from $19 bilhan in 1995 Profits also Group's pretax profits are up 12% nod last year Profits soared 24% to Boger, Reid & Flournoy Terms of

eral Remsurance Corp., even after were up, increasing 14% to $2583 for the first half of the year $153 milhon from $123 mdlion m the deal, which was effective Apnl 1,

Gen Re's planned acquisition of milhon from $2266 milhon "We're qwte pleased with that," 1995 were not disclosed El

National Reinsurance Corp is
taken into account (BI, July 8) A
cornbmed Employers Re/Amen-
can Re would have $4 bulion in Portability also typically provide coverage for bility bill sponsored by Sens ders as for physical ailments The

pre-existing conditions Nancy Kassebaum, R-Kan, and provision was dropped after

In addition, some large self-in- Edward Kennedy, D-Mass, unan- heated debate1995 premiums vs Gen Re/Na-
Continued from page 1tier.al Re's $33 bilhon sured employers with relatively imously cleared the Senate Labor Despite their differences, Re-

Employers Re declmed to com- casting medical condition exclu- low employee turnover rates do and Human Resources Committee publicans and Democrats kept the

ment sions will be small, employers do not deny coverage for pre-existing The full House passed a portabil- negotiations going to try to reach

Other potential suitors are two face the task of overhauling their conditions tty bill earlier this year and the an agreement on a portability bill

direct minsurers, Swiss Relnsur- health care plans Passage of the health care por- Senate followed a few months "In the final analysis, Demo-

anw Co and Munich Reinswr- Seventy percent of traditional tability legislation, which con- later crats and Republicans believed

ance Co, both of which would indemnity plans and preferred tains several other employee ben- But there were plenty of sparks that some type of health care re-

slgmhcantly strengthen their US provider organizations have pre- efits-related provisions, comes al- along the way Action on the leg- form was in their best interests"

opeations Twith an American Re existing medical condition exclu- most two years after the collapse islation stalled while Republicans and that of the country, said

acquisition sions, according to A Foster Hig- of President Chnton's effort to and Democrats squared off on James Klein, president of the
gins & Co Inc win passage of a sweeping reform whether tax-favored medical sav- Assn of Private Pension & Wel-However, a spokesman for 5-

nich Re said, "We were not ap- However, not all health care measure ings accounts should be included fare Plans in Washington

proached and are not m a bid- plans exclude coverage for pre- After that failure, the adminis- in the measure A compromise Republicans, Mr Klein said,

ding process, if there is an)" existing medical conditions Un- tration acknowledged that it over- was finally reached that allows a were anxious to prove their lead-
Sws Re could not be reached der federal law, federally quah- reached and would next time seek pilot test of MSAs (see story, page ership abilities and get legislation

for comment fied health maintenance organiza- more limited reforms 46) passed, while Democrats wanted

Officials of American Re and tions are barred from denying This reform effort, though, Sparks also flew over a provi- to shed their association with the

KKE declined to comment coverage for pre-existing condi- started m Congress and was bi- sion in the Senate bill to require "Big Government" health care

-By Judg Greemoold tions Non-federally qualified partisan from the very beginning health care plans to provide the package that President Clinton
HMOs for competitive reasons One year ago, a heath care porta- same coverage for mental disor- advanced Em
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Security street crime and political and eco- Coast radio stations is written by Fireman's Fund In- ism or sabotage in the US"
nornic stability They are updated The lack of such a security mea- surance Co in Novato, Calif It The U K exclusion was added

once or twice annually One- or sure at other airlines "scares m€ was placed by Johnson & Higgins because of the massive property
Continued from page 1 two-paragraph summaries of the to death," said the former public in Atlanta losses caused by terrorist bombs
be concerned because of the countries are updated frequently, relations executive for several air- Like other security consultants, planted by the Irish Republican
threat to the civil aviation sys- said Joe Kiehl, director of special lines worldwide, who nonetheless Mr Ackerman described the At- Army, he noted The Atlanta
tem " projects for Ackerman, Chubb heralds the safety record of the lanta pipe bomb as a "primitive" bomb caused little property dam-

But, even as evidence last week Corp 's security consultant world's malor airlines device that looked like the work age Even the World Trade Center
increasingly pointed to a bomb as Brian D Casey, director of risk El Al security also uses a device of one or two "deranged" .ndivid- bombing did not cause the same
the cause of the TWA crash, risk management and loss prevention that checks freight for pressure- uals or a right-wing militia It was amount of damage as IRA bomb-
managers generally were not re- for Corning Inc of Corning, NY, sensitive bombs, he said not an extraordinary event from ings have in London, he said
evaluating their companies' travel advised resurrecting some travel El Al security likewise puts pas- which authorities can glean any Several brokers and insurers

safety efforts Their stance was precautions that were common sengers through a rigorous screen- useful information about terrorist said the Atlanta bombing also
that they already had done as during the Persian Gulf conflict ing "They pound the hell out of activity, he said "So, there's no should not have any impact on the
much as they could Use foreign airlines when flying you on the security of your bags," impact on corporate America " special events insurance market,

"It's not realistic to expect em- overseas, and do not affix any Mr Furman said According to FBI statistics, a to- because of the overall softness of
ployees to do anything different to eye-catching tags or labels to lug- Another "cost-effective" secu- tal of 4,504 explosive devices ei- the property/casualty market
avoid the risk," said Scott K gage that would easily identify rity measure that many other ther were planted or were recov- "The industry can sense this

Lange, director of risk manage- the owner as aUS citizen countries impose but was missing ered in law-enforcement searches was an unfortunate occurrence,"
ment for Redmond, Wash -based Shortly after the TWA Incident, from the FAA's new list would be nationwide in 1994, the last year said Bryan S Reid, senior vp in
Microsoft Corp "We have to rely the FAA imposed several addi- to require everyone who checks for which figures are available Of the specialties division at Zurich
on the FAA and airports for secu- tional security measures on air- baggage to board the airplane, he those, 1,752, or 39%, wete pipe Insurance Co of New York
nty," he said lines Those Include more intense said bombs Thirty-one people were But, security at special events

One additional measure that screening of passengers on inter- Reinstatingthe 10% airline killed and 308 were inJured that likely will change
Microsoft has taken recently, national flights, increased screen- ticket excise tax that Congress le. yeai when explosive devices deto- Some of those changes may not
though, is subscribing to an online ing of carry-on baggage on all expire last year and boosting it to nated be discernible to the public For

intelligence service that provides flights and greater controls on 12% also would generate $1 bil- The TWA crash, the Atlanta example, there likely will be more
w arnings about potential trouble cargo lion annually that could be used bombing and other bombings on emphasis on matching the train-
spots worldwide and about which Both TWA and Atlanta-based to bolster airport secunty, Mr U S soil in recent years will not ing of security personnel to the
airlines may be terrorist targets Delta Air Lines Inc had already Furman said likely prompt insurers to add a type of threat an event may face,

Microsoft loads the service onto implemented many of those mea- That additional money in the sabotage and terrorism exclusion said Larry Jorgenson, vp of bank-
its intranet system so company sures before the TWA crash, national trust fund for financing in property policies similar to ing, entertainment and special
employees worldwide have access spokesmen said airport equipment like air traffic those used in the United Klng- events for Encino, Calif -based
to it 24 hours a day Federal law prohibits airlines control equipment could be ear- dom, said Daniel O'Donovan, a Pinkerton's, which provided secu-

Various security and risk man- and airports from commenting on marked to cover the cost of de- managing director at Marsh & rity support for about 25 compa-
agement consultants offer such their security mea sures But, vices that are designed to scan McLennan Cos Inc in New York nies that either sponsored events
information for a fee either online travel and security experts assert luggage for materials with the "We are a long way away from during the Games or are located
or via fax that even with the new Security density of known explosives, he imposing an exclusion for terror- See Security on next page

For example, Kroll Associates measures, U S airline security said Only the airports in Atlanta
Inc of New York, the security still is not as tough as it can be and San Francisco are testing
consultant for American Interna- The benchmark for airline secu- those devices now, according to nation tests on their 401(k) plans
tional Group Inc , continually up- rity is generally regarded as El Al Mr Furman Tax bill Under urs procedure, employers wlll
dates travel bulletins on the Israel Airlines A provision that would reinstate be able to compare deferrals made

safety, security and convemence El Al's security checks take an the 10% excise tax was included Continued from page 2 by lower-paid employees dunng the
of traveling to more than 250 cit- hour longer than other airlines', in the minimum wage bill, H R work for pubhe entities, such as previous year with contributions
les worldwide, according to Chris said Ira J Furman, a former dep- 3448, which was reported out of a state and local governments, and are made by highly paid employees dur-
Marquet, managing director of uty director of the National conference committee late last covered by so-called Sechon 457 de- ing the current year
Kroll Information Services It also Transportation Safety Board and week ferred compensation plans, wlll have Internal Revenue Service rules re-

includes information on a locale's currently an independent attor- The pipe bomb that exploded greater protection for their pension quire compansons of current-year
food, health services, monetary ney He also heads Esquire Pri- July 26 in Atlanta's Centennial benefits The legislation requires that contributions for both groups, so em-
exchange rate and time zone vate Investigations in Long Is- Park killed a visitor, led to the fa- plan assets be held in trust and pro- ployers must monitor those contribu-

Kroll offers more detailed secu- land, which provides security for tai heart attack of a foreign lour. tected from the claims of creditors tions constantly If lower-paid em-
rity reports for risk managers shippers and cargo air carriers at nalist and injured more than 100 But some provisions wlll merease, ployees put m less than expected,

Ackerman's Executive Digest, Kennedy Airport others gathered to hear a concert though modestly, costs for employers employers in mid-year may have to
which is part of the company's El Al's security remains at such The Atlanta Committee for the and employees One provision, for reduce contnbutions by highly paid
Risknet electronic information a consistent high level because 11 Olympic Games, the state of example, increases to 10% from 5% employees or return excess contnbu-
service, twice daily updates trav- is run independently from the air- Georgia and AT&T Corp , the pre- the excise tax penalty for employers tlons to those employees, a messy ad-
elers on major events worldwide, line by the Israeli government, he senting sponsor for Centennial who engage in transactions prohib- ministrative task
analyzes the events and advises explained Park, have guaranteed payment of ited under the Employee Retirement By using pnor-year contnbutions
travelers on precautions they "It's probably the only airline in any uninsured medical bills for Income Security Act of lower-paid employers as a testing
should take the world that has X-rayed cargo victims of the blast, an ACOG In addition, employees 8711 lose a base, employers will know at the

Also available are six- to sev- and air freight," said John Clay- spokeswoman said tax break-known as five-year for- start of the year how much highly
en-page forecasts on 81 countries ton, a travel consultant who hosts ACOG's primary property and ward averagmg on lump-sum distrl- paid employees can contnbute with-
that analyze terrorist activities, a travel segment for several West casualty coverage for the Games butlons-a change that wlll shghtly out causing the plan to violate non-

increase the tax bite on lump-sum dtscnmlnatlon tests
distributions This new testing procedure will re-

Other benefits of reform bill But taken as a whole, employer duce employers' administrative costs
groups welcome the enactment of by ellminating the need to run non-
the legislation as a welcome first discnnunatlon tests throughout the

WASHINGTON-While the Long-terrn care, coverage and$4,000 for family cov-  step msimpllfying pension law and year, said Pam Scott, a pnncipal
heart of the health care portability erage Employer contributions i encouraging more companies to offer with Kwasha Lipton LLC in Fort
bill wtll curb pre-easbng medical MSAs addressed would not be added to employees' benefit plans Lee, N J

condition exclumons, the measure taxable incomes nor would invest- "After years of making the system Employers with rich matching fea-
contains several other employee BRA beneficianes who become dis- ment mcome earned on those accu- more complex, legislators are begm- tures in their 401(k) plans won't even
benefits-related provisions Those abled dunng the first two months mulated contnbutions ning to undo the web of complex- have to run those non-discrimination
provisions include of collecting COBRA benefits Employees could withdraw ity," said James Klein, president of tests under a safe harbor provision

• Giving tax-favored status to would be ellgible to purchase an money tax-free from their MSAs to the Assn of Pnvate Pension & Wel- Employers that match 100% of
long-term care benefits, a provision additional 11 months Employers, pay for uncovered health care ex- fare Plans, a Washington-based ben- employees' contnbutions on the first
long sought by msurers and one though, would be able to charge penses efits lobbying group 3% of compensation as well as
that wlll give a boost to employer- these individuals a premium equal This pilot program would be hm- "We think this package W111 lIn- match 50% of between 3% and 5%
provided programs to 150% of the group rate. Employ- ited to four years, and dunng that prove the environment for many of employees' compensation will not

Under this provision, employers ers can charge all COBRA benefi- time there could be no more than pension plans there is sigmficant have to conduct the non-discninina-
could pay-up to certam bmits- clanes a premium equal to 102% 750,000 MSAs establlshed At the relief for major employers as well as tion tests
employees' long-term care prerm- of the group rate end of that four-year penod, Con- highly compensated employees," Few matches, though, now are ac-
ums without employees being This provision affectlng disabled gre would have to decide to con- added Mark Ugoretz, premdent of tually that generous Companies typ-
taxed on those contnbutions employees slightly changes current tinue the program or expand it to the ERISA Industry Committee in ically match 50% of employees' de-

For example, for employees up law Under current law, employees larger employers Washington, which represents large ferrals, up to 6% of compensation
to age 40, up to $200 m employel- must be disabled at the time they However, if Congress decided to employers on benefit issues Other 40100 plan-related provl-
paid premiums per year would be first become ellgible for COBRA end the MSA experiment, current Many of the benefit provisions Slons Include allowlng tax-exempt
tax-free to employees benefits to be able to purchase the MSA partlclpants would be grand- were included m three earher tax organizations to offer 401(k) plans,

This tax-free limit would m- additional 11 months of coverage fathered and could keep and con- and budget bills that were vetoed by an ability Congress took away a de-
crease with every 10 years of age • Medical savings accounts. Un- tinue to contnbute to their ac- Presidents Bush and Clinton Those cade ago under a 1986 tax law
untll the limit hit $2,500 for em- der this hotly contested provision, counts vetoes were unrelated to the em- The measure also allows employ-
ployees more than age 70. The poh- employers with 50 or fewer em- In addition, the measure would ployee benefit provisions ers to exclude certain employees
cies could provide benefits of upto ployees would be able to estab- elimmatethe tax advantages asso- But this time, President Clinton when mnning the 401(k) plan non-
$175 a day, a lirmt that would be hshed tax-favored medical savings clatedwithmost leveraged corpo- wlll sign the tax measure "I guess discnmination tests Under this pro-
increased annually to match accounts hnked to kgh-deductible rate-owned hfe insurance policies the fourth time around lS the vision, employers would not have to
changes m the medical care com- -medical plans Self-employed mdl- as well as gradually increase to charm," said Mr Klem count 401(10 plan deferrals rhade by
ponent of the Consumer Pnce In- 'viduals also would be able to es- 80% from 30% the current tax de- Benefit provisions in the pack- employees with less than one year of
dex tabbsh MSAs duction the self-employed can take age-the Small Business Job Protee- service or those under age 21

• Expanding COBRA benefits Employers could make tax-de- on their health insurance premium tion Act-include changes for Under current law, employers are
Thls provlmon would clanfy cur- ductlble contnbutions to MSAs of costs • 401(k) plans not required to extend their 401(k)
rent law to make clear that CO- up to $2,000 a year for individual -By Jerry Gemel Employers wlll have a new, op- plans to employees under 21 or those

tional way of mnning non-discrimi- See Tax bill on net page
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:east 5% of a company That threshold would related expenses per child without that ren-

Tax bill be a*usted annually for inflation By contrast, bursement being added to employees' taxable r
current law contains numerous definitions of mcome Bi Insurance Index

Contmued frompremous page nlghly compensated employees, including one In the case of an adoption of a child with
with less than a year of service If employers that covers employees earning more than special needs, the maximum tax-free reim- ]1,220

1
voluntanly do so, they have to count deferrals $66,000 bursement would be $6,000 1,200
by the two groups when running non-discnmi- The effect of this change would be to enable This tax break would be fully available to

1,180
nation tests more employees-those earnmg $66,000 to employees earmng up to $75,000 a year while

Because new or young employees tend to be $80,000-to make the maximum contribution the tax break w111 be phased out for those 31.160 a ./..
lower-paid, they are likely to make only small to a 401(k) plan because they would be consid- earning between $75,000 and $115,000
contributions to 401(k) plans And that m turn, ered non-highly compensated for testing pur- The favorable tax break for normal adop- , 
under IRS non-discnmination testmg rules, re- poses tlons would expire on Dec 31, 2001, but con-
duces the deferrals kghly compensated em- • Multiemployer pension plans tinue mdefinitely for special needs adoptions
ployees can make to the plans Multiemployer pension plans will have to use • Educational assistance benefits

By excludlng new or young employees' de- the same vestang schedules-typically five-year The lemslatton retroacbvely extends Section
ferrats from the non-discnminatton tests, em- chff vestlng for defined beneht plans and sev- 127, the now-expired section of the Internal A

ployers no longer wlll have to worry that en-year graded schedules for defined contnbu- Revenue Code that had allowed employers to 1'040-
broadenmg their plans to cover the two groups ton plans-that single-employer pension plans reimburse employees-on a tax-free basis-up
m11 have the effect of draggmg down permit- now use Currently, multtemployer plans can to $5,230 each year for their educational ex-

1,020 

ted contnbutions by highly compensated em- use 10-year vestmg penses Section 127 expired Dec 31, 1994 6/14 6/21 6/28 7/5 7/12 7/19 7/26 8/2

plc,yees • Adoption benehts The legislation w11 retroacttvely extend Sec- Base=100 on Dec 29,1978

• Highly compensated employees The legislation gives favorable tax status to tion 127 from Jan 1, 1995, through May 31, . Source Nordby Internationalinc /

The legislation simphfies the general defini- employer-provided adophon assistance bene- 1997, for undergraduate educabonal expenses
bon of "highly compensated" employees for fits For graduate-level expenses, the tax break wlll PCS catastrophe options ;
non-dlsenmmation testing purposes to those Under this provision, employers could reim- apply only from Jan 1, 1995, through June 30,
earning more than $80,000 a year or owning at burse employees for up to $5,000 in adoption- 1996 le' 5

As ol Aug 2

Call Pnce Call Price

spread bid/ask spread bid/ask

Security "There was so much equipment going in Eastern September 1996 California Annual

there, all they would have to do is, say, place
a device in one of the speakers being taken Law raises issues i 40/60 3/4 40/60 8/16

50/70 1/- 80/100 5/14

Cont:nued frompreutous page in and then set it off at a distance How can 80/100 1 8/3 1
1

near where the Olympic events were held you defend against that? Are you really go-
'One of the things we'll definitely do is go ing to start examining every instrument?" he for captive entities Southeast Sept 1996 Western Annual

40/60 25/41 40/60 1/2

through the bomb-threat procedures" with said WASHINGTON-The new tax law wlll
80/100 1 6/3 0 80/100 6/16

pohcyholders, said Patrick Hoffman, semor The added cost of secunng special events create new burdens for certain tax-exempt { Texas Sept 1996
vp in charge of loss control for K&K Insur- may scare away some potential sponsors

Northeast Sept 1996

shareholders of offshore captive msurers 40/60 1 2/2 2 40/60 1/16

ance Group Inc of Fort Wayne, Ind, a man- and discourage others from promoting them The legislation, which President Clinton 80/100 5/2 80/100 6/2

aging general agency subsidiary of Aon extensively, Pinkerton's Mr Jorgenson said wlll sign, would require certain tax-exempt
Corp Policyholders "really don't take the But, he does not expect it to impact major shareholders of captives that are controlled

Total volume 0 Total open interest 3,487

time to practlce" evacuations or searches, he events foreign corporations to treat their captive's For information on PCS cat options call the Chicago Board of 
said Maintaining tight security is easier at pri- Trade at 312 435-3674

earnings as taxable unrelated busmess Source Chicago Board of Trade
Some of the more visible changes will be vate, less publlcized events than it is at pub- Such tax-exempt entitles currently pay

seen in admlssion controls, said Alexander llc venues, said John T Horn, senior manag- no unrelated business tax, which can range
Berlonghi at Event Risk Management, a risk ing director for Kroll -Obviously, the big- up to 35% on captive earnings This provi- British Issues
management consultant in Dana Point, Ca- ger the event, the more likely it is to attract mon had been part of the House-passed tax Aug. 1

1
Price P/E Dir Yield 1 week )

lif People were permitted into Centennial the attention of disaffected or disturbed bill but was not m the Senate's vermon
Park to a free concert without havmg to people " Companies pence pence % high-low ,

As part of the compromise agreed to by
pass through metal detectors, which were Security procedures for the Republican Comml Union 598 11 5 35 3 59 598-580 ' C

congresmonal conferees, though, negotiators Genl Accident 628 94 38 8 62 628-620 ' used at admission points at other Olympic Convention in San Diego likely will tighten agreed to exempt hospitals and universities ' Gdn Royal Exch 248 92 113 46 248-234
sites in hght of the TWA crash and the Atlanta that are shareholders m group offshore cap- I Independent 488 91 14 1 29 488--458 b

Corporate security officers should concen- bombing "Certainly, already tight security tives from the new tax bite ,  Royal & Sun 386 92 21 6 56 386-367 | 
trate not only on making their facilities se- will get tighter," said Paul Manafort, con- This special treatment for certain types of Brokers

ci.re, but also they should ensure that they vention manager for the presidential cam- captive owners, but not others, concerns Bradstock 71 118 71 100 71-71 | |
appear to be more secure than surrounding paign of Robert J Dole, the former U S some captive experts "What is the rational

Fenchurch 94 6 3 10 6 11 3 94--94

facihtles, Pinkerton's Mr Johns said Senator from Kansas
pollcy argument for distingwshing (for tax

CE Heath 93 109 63 68 95--93

"If they had had tighter secunty at Cen- More security measures for the Demo- JIB Group 106 105 94 89 108-106 1 1
purposes) some tax-exempt entities from   Lloyd Thmpson 182 112 113 62 182-181 k tennial Park it would only have driven the cratic National Convention in Chicago were others?" asked Jon Harkavy vp and general Lowndes Lmbn 130 85 10 5 81 130-130 ,

bomber to the next softest target " announced last week, but the plans had counsel with captive manager USA Risk Nelson Hurst 185 113 98 53 186-185

Determined terrorusts may not have been been formulated over the past year, said Group m Washington
Sedgwick Grp 125 988165 127-123

deterred by increased security at Centennial Mayor Richard M Daley Those plans m- ' Steel Brl Jones 39 51 56 143 39-39 )
-By Jerry Gasel

Park, said Rick Moscicki, a principal at Till- clude closing streets around the United Cen- -Ws Corroon 139 12 5 83 60 143-139 i 4

inghast-Towers PeI'rin in Dallas ter and re-routing traffic IM, Source_philip Olsen, London_____ ------U

----
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BROKERS Pnce %change

Weekly Year to date

%charge High

Year to date

Low Vol (000) Price

Weekly Year to date Weekly Year to date Year to date

%change %change Low Vol (000) Pice % change % change High Low Vol (000) ,

Acordia Inc NYS 31 0.00 420 33.75 2350 18 Everest Reinsurance NYS 25125 524 7.49 26.50 1850 848 SAFECO Corp NDO 34 6.25 145 39.75 28.88 2952

Alexander & Alexander NYS 17125 074 9.87 2550 1600 566 Executive Risk Inc NYS 3525 2.92 21 55 3825 18.75 30 Seibels Bruce Group NDO 2 1111 3333 4 25 044

E W Blanch Holdings Inc NYS 1925 3.36 1765 25.50 1650 57 EXEL Ltd NYS 34 226 11 70 36 88 25 88 993 Selective Ins Group NDO 32 2.40 9.86 38.75 3075

Gallagher Arthur J & Co NYS 31625 039 15.10 3950 30.00 85 Fremont General Corp NYS 2575 9.57 5.10 26.25 17.75 374 Sphere Drake Holdings NYS 8375 694 40.18 19.13 838 465  
Hilb Rogal & Hamilton NYS 13125 0.96 1.87 1438 11.38 58 Frontier Insurance Group NYS 34625 6.13 820 3800 27.00 65 TIG Holdings NYS 28.25 0.89 -0.88 34.25 23.88 1047

Kaye Group Inc NOO 475 133 40.63 8.75 4.63 132 Gainsco Inc ASE 10 125 800 1099 1238 831 181 Titan Holdings inc NYS 15 714 435 1663 1175 111 1

Marsh & Mclennan NYS 92.25 307 3 94 101.63 77.75 620 GCE Holding Ltd NDQ 23125 0.54 NA 27.25 1975 268 Tollo Manne & Fire NOO 62 625 309 5 11 69 25 50 88 22 )
Poe & Brown NDO 2375 106 4.52 2550 2275 8 General RE Corp NYS 152 375 235 169 15825 13000 1199 Torchmark Corp NYS 43125 423 4.70 49.88 38 25 1306

BROKERS AVERAGE 13 102 Gryphon Holdngs NDO 1425 270 2597 2025 1375 15 Transatlantic Holdings NYS 67.75 1.69 767 7525 6238 74 K
Guaranty National Corp NYS 14625 4.46 4.88 18.13 1338 127 Transnational Re Corp NDO 225 217 816 27 25 20.63 73 ,

INSURERS/REINSURERS Harleysville Group NOO 25125 000 2239 3300 2500 75 Travelers Aetna Property NYS 2675 288 NA 2850 23.13 634 b

ACE Ltd NYS 44 375 0.85 11.64 5038 2900 966 Hartford Steam Boiler NYS 4425 085 11.50 5250 4325 191 Travelers Corp NYS 44 875 10.12 7.49 47.25 3088 6150

Acceptance Insurance Cos NYS 18 125 211 2185 1863 13.13 33 HCC Insurance Holdings NYS 27875 13.20 50.68 27.88 10 25 359 Trenwick Group Inc NDO 48.75 2 SO 1333 57 50 45.75 156 1

AEGON N V NYS 48 375 8.10 994 50.38 3325 47 IPC Holdings Ltd NDQ 19875 000 NA 22.25 1900 110 Unto American Corp NOQ 7.25 1.75 1600 7.75 5.50

Aetna Life & Casualty NYS 59125 146 14 62 78 75 55 38 6504 ITT Hartford Group NYS 54125 639 11 89 54.75 44 50 833 Unionamerica Holdings NYS 1675 7.20 NA 18.13 14.75

AFLAC Inc NYS 345 909 18.97 3450 24.38 1458 LaSalle Re ltd NDQ 23.25 9.09 NA 23.63 19.50 143 United Fire & Casualty NDO 33 0.76 1786 4000 1938 4 
Allied Group Inc NDO 355 0.35 1.39 4425 2850 419 Lincoln National NYS 445 5.01 17.21 57.00 39.88 951 Unltrin NDO 46.75 219 2.60 51.75 44.25 190

Allmenca Prop & Casualty NYS 265 1 44 1.85 27.25 2188 50 Markel Corp NDO 86 118 1391 94.50 5950 28 UNUM Corp NYS 61 5 061 11 82 63.25 45 38 662

Allstate Corp NYS 46 3.08 1185 4675 2988 3618 MBIA Insurance Group NYS 78 375 467 450 8088 65.25 466 US Facilities Corp NDO 16 6875 3.49 2193 23.38 1488 298

AMBAC Indemnity Corp NYS 49.25 234 5.07 55.25 39 88 383 Meadowbrook Insur Grwp NYS 26 125 2.34 22.01 34.13 24.00 13 USF&G Corp NYS 16 3.23 519 1950 14.25 775

American Bankers Ins NOO 42 3.70 769 44.25 31.38 275 Mid Ocean Ltd NYS 41 625 374 12.12 43 00 3088 123 USLIFE Corp NYS 30 1.64 0.42 33.25 26.88 368

American Financial Group NYS 31125 5.96 1.63 34.50 2525 280 MMI Cos Inc NYS 32125 363 3385 32.13 1975 29 Washington National NYS 27 875 372 0.90 30.50 2050 189

American General NYS 35375 254 1 43 39.13 31 00 1033 Mutual Risk Mgmt Ltd NYS 28 2.28 1840 34.88 25.63 136 Zenith National Ins NYS 28 3.23 30.99 28.88 20.00 30

Amencan Hentagelife Ins NYS 19 125 316 1639 2425 18 88 168 NACRe Corp NYS 35375 328 174 3900 28.50 425 Zurich Re.surance Centr NYS 2975 2.59 206 32.63 27.88 97

American Indemnity/Fin I NDO 1025 238 250 1338 9.00 1 National Re Corp NYS 51.75 0.73 36.18 51.75 30.00 178 INSURERS/REINSURERS AVERAGE 24 07

American International NYS 98 875 7.04 6 89 103 38 72.13 3728 Navigators Group NDO 18 909 213 2025 1350 53

American Re Corp NYS 58.25 1450 4251 5825 34.00 2601 Nobel Insurance Lid NDQ 110625 0.57 2.75 1275 10.13 i HEALTH MAINTENANCE ORGANIZATIONS

Aon Corp NYS 495 154 -0.75 56.00 36 25 336 Ohio Casualty Corp NDO 33 365 14.84 4000 30.00 350 FHP International NOO 27 875 1263 219 34.25 21.75 3449

Argonaut Group NOO 295 085 9 23 3500 2888 191 Old Republic Int I NYS 21 120 11 27 24.38 1738 521 Healthsource Inc NYS 11375 15.74 68.40 40.88 9.75 9946

AVEMCO Corp NYS 15625 417 2.34 1750 1175 19 Orion Capital Corp NYS 495 1.80 14.12 51.00 3988 249 Humana Inc NYS 1625 299 4064 2888 15.00 3693

Baldwin & Lyons Inc NOO 1825 5.19 1231 20.75 1425 11 Partner Re Ltd NDO 295 631 7.27 31 88 2375 779 Oxford Health Plans NDO 37 625 0.67 186 55.25 23.00 9026

Berkley W R Corp NOO 41 123 23.72 55 50 37 50 259 Penn America Group Inc NDQ 14 5 1.69 175 1675 1000 39 Pad,care Health Sys NDO 68.75 148 2098 98.75 52.00 349

Berkshire Hathaway Inc NYS 31400 0.00 2.18 38000.00 24200.00 1 Philadelphia Cons Holdlig NOO 17 375 2.21 692 22 50 15 25 192 Saleguard Health Enter NOO 20125 1027 73.12 2063 1050 31

Capital RECorporation NYS 34875 4.89 1341 3825 2650

1 Re,anGioup Holdings
NDO 22 75 055 14.15 2975 2225 32 Sierra Health Services NYS 27.25 381 1417 36.00 2413 304

Capsure Holdings Corp NYS 17.75 -070 0.71 18.75 1300 NYS 7 875 1.61 8.70 9.25 6 25 1449 United Healthcare Corp NYS 35125 485 46 27 6900 30 00 7549

Chartwell Re NDO 215 115 NA 24.75 1000 39 Rehastar Financial Corp NYS 43 178 3.10 5163 36.25 257 U S Healthcare NDQ 52.75 0.00 1344 5588 30.50 0

Chubb Corp NYS 45.75 828 5 43 52 25 40 88 3685 RenaissanceRe Holdings Ltd NDO 2925 0.00 3.70 33.13 20.72 0 Wellpoint Health Networks NYS 2625 5.00 18.29 39.13 23.38 313

CIGNA Corp NYS 109875 2.69 6 42 125 50 80 50 990 Risk Capital Holdings NDQ 1775 2.16 24.06 23.38 16.75 67 HMOs AVERAGE 20 123

CNA Financial Corp NYS 102 625 3.14 9.58 123.25 8875 89 RLI Corp NYS 23875 106 4.50 2588 21.75 95 ALL COMPANIES AVERAGE 19 72

1 , EMC Insurance Group Inc NDO 12 1111 12.73 1525 10.13 50 St Paul Companies NYS 51 75 3 27 697 6050 4850 1359

11
Top advancing issues American Re Corp., HCC Insurance Holdings, FHP International Leading decliners Healthsource Inc, EMC Insurance Group Inc, Seibels Bruce Group Most active issue· Healthsource Inc The Bl Index rose 2.3%, the Dow Jones 30
Industnals rose 3 8%, the S&P 500 increased 4 2% and the NYSE Composite gained 3 8% Average P/E Brokers, 14 7, Insurers/reinsurers, 16 0, HMOs, 29 5. System design Nordby International inc
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SOME SEE A STRANDED SHIP.

WE SEE IDLE ASSEMBLY LINES, VOLATILE COMMODITY MARKETS AND SHAREHOLDER LAWSUITS.

I f AIG helps protect you against risk better than others, it's
because we understand more kinds of risk.

Threats to a healthy bottom line can come from many
directions. The key to global risk management is a partner that
sees beyond the obvious. What AIG offers is expertise not only
in insurance, but in managing total marketplace risk, garnered
during 75 years of international operation. With offices in
approximately 130 countries and jurisdictions throughout the
world, AIG has an unmatched knowledge o f local conditions and

'A ... 1

regulations. In fact, AIG is the only worldwide insurance and
financial organization with a broad range of customized services
to manage all your business risks and preserve shareholder value.

Services like economic assessment, loss control and engi-
neering, and political risk coverage. And we've got the top financial
ratings to back us up. So we'11 be there when you need
us. And quite possibly keep your business afloat. AIG

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES
American International Group, Inc., Dept. A, 70 Pine Street, New York, NY 10270.


