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Updates
P/C insurer profits down 15%
due to storm claims: Survey
NEW YORK-Catastrophe claims helped

drive the U.S. property/casualty insurance
industry's net income for the first nine
months of this year down 15% compared
with the same period last year, according to
a survey by the Insurance Services Office
Inc. and the National Assn. of Independent
Insurers.

U.S. property/casualty insurers reported
an estimated $23.2 billion in aftertax net in-
come during the first nine months of 1998,

See Updates on net page

Aetna buys a piece of the rock
By AMANDA MILLIGAN

HARTFORD, Conn.-Aetna Inc.'s announced ac-
quisition of Prudential HealthCare has employers
and benefit consultants wondering how much more
consolidation the health care industry can with-
stand before competition disappears.

The deal, valued at $1 billion, would make Aetna
the nation's largest health insurer overall, with 22.4
million members, and the largest managed care or-
ganization, with 18.4 million members.

While some benefit managers and consultants say
the acquisition is a negative for employers, others
are giving Aetna U.S. Healthcare a chance before
casting judgment on the deal, which is expected to
close by the second quarter of 1999. The acquisition
still requires regulatory approval.

Buying Prudential HealthCare will add about 6.6
million lives to Aetna's existing membership na-

Regulators
to consider

more reforms
By MEG FLETCHER

ORLANDO, Fla.-State regulators appear willing
to consider additional proposals for relaxing regula-

tion, though the re-
quest by insurance

A&tiC flammatory word-

groups was almost
derailed by its in-

ing.
During the National Msn. of Insurance Commis-

sioners quarterly meeting Dec. 5-9 in Orlando, four
major insurance groups jointly submitted a memoran-
dum calling for proposed changes to model laws gov-
erning insurance pricing.

Representatives of the insurance groups say the
memo stemmed primarily from a desire to see recent
successes in commercial lines deregulation expanded
to other areas of insurance regulation. Regulators,
however, initially focused more on the memo's choice
of language than its intent.

The fireworks erupted at an NAIC Industry Liaison
Committee meeting Dec. 6, when Michael Loven-
dusky, assistant general counsel with the American
Insurance Msn., presented the memo and asked regu-
lators to designate a committee to hold a public hear-
ing on "fair market pricing" for nearly all lines of
property/casualty insurance, particularly personal
lines coverages.

The five-page memo charged that it is time "to lift
governmental price controls" that have "distorted"
the insurance regulatory system and marketplace.

See NAIC on page 31
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tionwide. The transaction will rank Aetna U.S.
Healthcare among the top three managed care com-
panies in nine states and make it make it a much
more significant player in other states, such as Cal-
ifornia and Tennessee, an Aetna spokeswoman said.

Prudential HealthCare's HMO, POS, PPO and in-
demnity lines and dental division are involved in
the definitive agreements between the Hartford,
Conn.-based Aetna Inc. and The Prudential Insur-

ance Co. of America, based in Newark, N.J.
For the nine months ending Sept. 30, revenues for

Aetna U.S. Healthcare were $9.6 billion. Prudential
HealthCare's revenues for the first nine months of

1998 were $5.5 billion, including the dental busi-
ness, according to a Prudential spokesman.

Prudential HealthCare's $1 billion price tag is a
bargain-basement price, according to some consul-
tants. In July, Aetna completed a $1.05 billion

See Aetna on page 30

Consolidation continues
Aetna Inc.'s proposed purchase of Prudential HealthCare comes on the heels 01 Aetna's

buyout ot NYLCare Health Plans Inc. earlier this year. (Figures as ot Sept. 30, 1998)

Plan type:

HMOs

Medicare/

Medicaid HMOs

POS plans
PPOs

Indemnity
Total:

C/Etna * Prudential
US Healthcard HealthCare

5.7 million 2.3 million

660,000

2.8 million

4.2 million

2.5 million

15.8 million

* Includes enrollees under administrative service contracts.

Source: company repons

234,000

800,000

250,000
3.0 million *

6.6 million

Combined

8.0 million

894,000

3.6 million

4.5 million

5.5 million

22.4 million

Y2K coverage suit filed
Insurer rejects CGL claim by computer maker
By MICHAEL PRINCE

In what attorneys say is the
first coverage lawsuit over the
computer millennium bug, an in-
surer is seeking a declaratory judg- /
ment that it does not have to indem-

nify or defend a policyholder facing
Year 2000 liabilities.

Cincinnati Insurance Co. filed the
lawsuit in a federal district court in

Iowa against commercial general lia-
bility policyholder Source Data Sys-

tems Inc. The computer maker

* had sought coverage for a
Y2K lawsuit that alleges a

breach of contract.

On July 31, 1995, Cedar
Rapids, Iowa-based Source Data

sold computer equipment and soft-
ware to Pineville Community Hospital
Assn. Inc., a hospital group located in
Kentucky. A year later, Pineville
learned that the system was not Y2K
compliant. The hospital brought suit
in July of this year seeking $750,000 to

$1,250,000 for a new computer system,
alleging that Source Data assured the
hospital group at the time of sale that
the system did not contain a Year 2000
glitch, court documents show.

Source Data sought indemnity and
defense from Cincinnati Insurance un-

der a three-year policy issued in 1991
and renewed in 1994.

In its declaratory judgment suit,
Cincinnati Insurance asserts no cover-

age exists because the suit against
See Y2K on page 27

ay Area blackout sparks claims
By JOANNE WOJCIK

SAN FRANCISCO-When the power went off at 8:17 a.m.
last Tuesday in San Francisco, many businesses got a sneak
preview of what the morning of Jan. 1, 2000, could be like.

The electrical outage occurred when workers at a San Ma-
teo substation forgot to remove grounding cables before
turning on power, triggering a shutdown of two San Fran-
cisco substations and pulling the plug on most of the city and
the northern half of San Mateo County.

The blackout has prompted the state Public Utilities Com-
mission to call for a probe of the reliability of the Pacific Gas
& Electric Co. distribution system.

In the meantime, PG&E has assumed responsibility for the
massive power failure and mobilized a team of investigators
to evaluate claims related to the blackout. So far PG&E has
received 3,300 requests for claim forms and four formal
claims as of Friday. It has already paid one $800 claim for

See Blackout on page 29
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The power outage left the floor of the Pacific Stock
Exchange in the dark last Tuesday.
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Updates

Catastrophes cut '98 P/C profits
Continued*om previous page
compared with $27.4 billion during the same period in 1997, accord-
ing to the survey. The 1998 pretax net income comprises $19.1 billion
in operating income and $12.5 billion in realized capital gains, com-
pared with $27.2 billion in operating income and $7 billion in realized
capital gains during the same period of 1997.

ISO's Property Claim Services unit reports that catastrophe losses
for the first nine months of the year reached an estimated $8.3 billion,
compared with only $2.4 billion during the comparable period of
1997. The worsening loss experience caused the industry's combined
ratio for the first nine months of this year to deteriorate to 104.1%
from 101.1% a year ago.

The ISO/NAII figures are consolidated estimates for the entire do-
mestic property/casualty industry, based on reports of insurers that
account for more than 96% of the nation's P/C business.

Thai Airways jet insured
BANGKOK, Thailand-At least a dozen people were killed Friday

when a Thai Airways jetliner crashed in southern Thailand.
The Airbus A310-200, which was carrying 132 passengers and 14

crew members, crashed on its third attempt to land at Surat Thani
airport in bad weather.

Passenger information was unavailable late last week, though re-
ports said the plane was carrying Thai nationals as well as British,
German and Japanese tourists on domestic flight TG 261 from
Bangkok.

The plane plowed into a rubber plantation near the airport and
caught fire, and rescue attempts were hampered by heavy rain, ac-
cording to local news reports.

Thai Airways could not provide insurance details immediately late
last week, though aviation insurance sources confirmed that coverage
for the hull, valued at $18.7 million, was placed in the London mar-
ket.

Peter Biccars, chief operating officer of J&H Marsh & MeLennan
Ltd. in London, confirmed the broker led Thai Airways' coverage
placement.

Thai Airways renewed its program in November, with a 30% reduc-
tion in premium, aviation brokers said.

Paul Hayes, a director at Airclaims Ltd., said there have been 21 to-
tal losses to Western-built jet aircraft in 1998. Insured values have
been high, with estimated losses totaling $1.7 billion, not including
the recent Thai loss. Total premium volume for the year is about $1.3
billion, said an aviation broker.

PBGC changes filing due date
WASHINGTON-Starting next year, employers will have more

time to file their federal pension insurance premium forms under a
new Pension Benefit Guaranty Corp. rule.

Currently, premium filings are due eight and one-half months after
the beginning of the premium payment year. Under the new rule, the
new due date for most plans will be nine and one-half months after
the start of the premium payment year.

For example, the premium due date for an employer with a calen-
dar-year plan now would be Oct. 15 rather than Sept. 15.-

The change in the premium due date is being made so that it coin-
cides with the latest date employers can file their Form 5500 annual
reports with the Internal Revenue Service, a change that should save
employers time and money because they won't have to dig up the
same records twice, PBGC officials say.

CIGNA to close HMO in Ohio
PHILADELPHIA-CIGNA HealthCare of Ohio Inc. on Feb. 1 will

close its group-model HMO in Columbus, Ohio, due to low enroll-
Inent.

The plan's enrollment has dropped to 11,000 subscribers from
25,000 four years ago, a CIGNA spokesman said.

Plan participants will be able to switch to CIGNA's Independent
Practice Assn. HMO, which has about 80,000 members. Subscribers
in central Ohio have always preferred the IPA, in part because it of-
fers access to more physicians, he said.

In addition, some subscribers joining the new plan may be able to
continue seeing their present physicians, because physicians affiliat-
ed with Provider Physicians Inc., which staffed the group-model
HMO, now will become part of the IPA plan's network.

Clinton seeks Medicare info
WASHINGTON-Health plan administrators would be required to

inform the government of any participants who are eligible for Medi-
care, under a proposal the Clinton administration will present next
year in its proposed federal budget.

The proposal is intended to reduce the likelihood of Medicare pay-
ing claims for employees-chiefly those on the job after turning 65-
whose primary coverage is through their employers' health care plans.

The administration backed a similar proposal this year, but
Congress did not act on it.

See Updates on page 30

Errors & omissions
• Several listings in the Dec. 7 Directory of Risk Management In-

formation Systems contained incorrect information. GAB Robins
North America Inc. and Risk Enterprise Management Ltd. were
misidentified, and the World Wide Web site for TecnoRisk L.L.C. is
www.tecnorisk.com.

Former state regulator
pleads guilty to fraud

By DOUGLAS McLEOD

NEWARK, N.J.-A former state
insurance regulator has pleaded
guilty to a federal charge that he
operated a fraudulent offshore in-
surer that has left more than $1

million in unpaid claims since its
1996 collapse.

Owen Guidry, a former examin-
er with the Louisiana and Arizona

insurance departments, last week

admitted that he conspired to de-
fraud policyholders of Westwood
Insurance Co. Ltd., a now-defunct
Antigua insurer he headed as
managing director.

Among other things, Mr. Guidry
admitted that Westwood Insur-

ance's principal asset-a purport-
ed $15.5 million "special certifi-
cate of deposit"-was worthless.
He also lied when he told West-

wood agents and policyholders

that the insurer was audited by a
"Big Six" accounting firm, ac-
cording to court records.

The single federal charge of
conspiracy to which Mr. Guidry
has pleaded guilty carries a statu-
tory maximum sentence of five
years in prison. However, under

federal sentencing guidelines, h:s
actual sentence is likely to be low-
er.

See Guidry on page 22

Oil platform dealt a setback
Deck falls into Gulf during platform's assembly

By MICHAEL BRADFORD

NEW ORLEANS-Insurance

likely will cover part of the cost of
salvaging or replacing a $70 mil-
lion oil platform deck that fell
into the Gulf of Mexico.

The deck fell into the Gulf as it

was being lifted onto the giant
Petronius platform, which is 10-
cated about 130 miles south of

New Orleans.

Texaco and Marathon Oil Co.,
joint owners of the platform, last

week were investigating whether
the ·deck, which contained pro-
duction equipment and crew
quarters, could be salvaged. A re-
motely operated submarine was
used to videotape the deck at its
resting place, around 1,800 feet
below the surface.

The deck fell from the crane

that was lifting it onto the plat-
form from a barge. The U.S. Coast
Guard, both oil companies and
the company operating the barge
were trying late last week to de-

termine why the Dec. 3 accident
occurred.

If the deck cannot be recovered
another deck module will have to

be constructed and put in place
before the platform can begin op-
erating. Texaco was uncertain
whether the accident would delay
production, which is scheduled to
begin in June 1999, a company
spokesman said.

As it fell, the 3,605-ton deck
caused minor damage to the crane

See Petronius on page 30

Oregon plan fails to catch on elsewhere

Return-to-work rewards
By ROBERTO CENICEROS

SALEM, Ore.-A unique program that reimburses
Oregon employers for their return-to-work efforts
enjoys strong support in the state, even though an as-
sessment to fund the program will increase next
month.

Under the Oregon program, an insured or self-in-
sured business that returns an injured employee to a
job is reimbursed for part of that worker's salary by
the state's Workers Compensation Division.

Large self-insured employers in Oregon-including
national companies such as Portland-based retailer

05

Fred Meyer Inc. and Atlanta-based United Parcel
Service of America Inc.-have been among the
biggest beneficiaries of Oregon's Employer-at-Injury
Program, state figures show.

A spokesman for UPS said the company's safety
department wishes there were similar programs in
other states.

Workers comp insurers also applaud the program,
noting that it provides an incentive for employers to
implement return-to-work policies.

However, in spite of the program's appeal, no oth-
er state has a similar model. Workers comp experts

See Oregon on page 29

U.S. reinsurers profitable
in spite of competition

By GAVIN SOUTER future, they say. And reinsurers seem as
{.j X 'N '>-'*1 t", willing as ever to cut rates in order to keep

U.S. reinsurers are still making money, de- business.

spite the low rates they are charging. RESULTS "It's going to get worse before it gets bet-
An increase in the number and severity of ter," said Bard E. Bunaes, chairman and

catastrophes and other claims in 1998 have chief executive officer of Constitution Rein-9 Months
surance Corp. in New York, which was re-increased losses at some reinsurers, but the

overall impact is nowhere near enough to  cently bought by Gerling Global Reinsur-
turn the market, reinsurers and analysts say. ance Corp.

The plentiful capacity in the market and the seem- The continued reduction in rates is driving down
ing unwillingness of most reinsurers to exit the mar- premium volumes, which in turn drives up expense
ket or sell their companies should ensure a buyer's ratios and loss ratios, Mr. Bunaes said.
market for reinsurance coverage for the foreseeable See Reinsurers on page 27
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• Many employers and managed care plans can do more
to prevent an explosion of serious health care inflation,
one of this week's editorials says. PAGE 8

• U.K. insurers and risk managers must start preparing
now for proposed civil litigation reforms that are expected
to be introduced in England and Wales next April, attor-
neys and the reforms' architect warn. PAGE 23

• British Aerospace P.L.C. hopes that an innovative, mui-
tiyear financial risk insurance program it formed recently
will keep its balance-sheet losses grounded. PAGE 26
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Client needs, acquisitions fuel consultant growth
By MICHAEL PRINCE

World's largest employee benefit consultants
elcome to the good old
days.

For benefit consulting
firms, 1998 was another
year of double-digit
growth, marking the

fourth year in a row with strong gains after
the early part of the decade saw stagnant
growth. Even the worldwide financial crisis
and volatility in the U.S. equities market
could not stem consultants' growth this
year, and may have even helped business
for some firms.

Business has been so strong and consis-
tent among the top consulting firms that
the combined revenues of the 10 largest
firms have virtually doubled in the past five
years.

Business has boomed as consultants have

helped clients with a wide variety of issues
and problems, including:

• Realigning benefit programs after cor-
porate mergers.

• Helping companies design benefit plans

that mesh with corporations' overall busi-
ness strategies.

• Working with companies to keep health
care cost increases at moderate levels.

• Taking over from employers the admin-
istration of corporate benefit programs and
administering those plans through out-
sourcing centers.

Industry leaders expect robust growth to
continue.

"It's a great time to be in the people busi-
ness," said Dale Gifford, chief executive of
Hewitt Associates LLC in Lincolnshire,
Ill.

The world's 10 largest benefit consul-
tants, according to Business Insurance's
1998 ranking, increased their gross rev-
enues from worldwide benefit consulting by
an estimated 22.3%.

Acquisitions continue to drive revenue
growth among consultants, though the pace
of consolidation slowed compared with
1997.

William M. Mercer Cos. L.L.C., the
world's largest benefit consultant, easily re-

See Consultants on next page

HMO rates to increase

for many employers in '99
By JERRY GEISEL

and JOANNE WOJCIK

mployers in 1999 can expect-
once again--rate increases
from their health mainte-

nance organizations.
HMOs say rate hikes still are

needed to make up for years
of market share underwriting in which
rates were kept artificially low to enable
plans to increase their penetration.

But HMOs also say health care -_
costs, especially for prescription i
drugs, are increasing and that
providers are putting pressure on
them for higher reimbursements.

In 1998, employers typically in- ,
curred HMO rate increases of 1 %

to 8%, though most rate increases
were in the 3% to 5% range. In a
relatively few isolated cases, em-
ployers last year avoided cost increases.

Next year, HMO rates typically will rise
about 3% to 11%, with HMO executives

and others expecting most rate increases to
be in the range of 4% to 7%.

Insurers and benefit consultants say rates
will increase the most for traditional in-

demnity plans. Rates for those plans in 1999
will rise between 10% and 15%, compared
with a 1998 range of 8% to 15%.

Preferred provider organization rates are
expected to rise 6% to 12%, while rates for
point-of-service plans generally will be two
to three percentage points more than rate
hikes for traditional HMOs.

HMO executives and others say rate in-
creases for HMOs are needed after fierce

price competition between 1994 and 1997
battered their bottom lines.

Inside:

"If you look back three to four years,
there were price wars throughout the coun-
try," said Kevin Counihan, senior vp at
Tufts Health Plan, a Waltham, Mass.-based
HMO, whose rate increases next year typi-
cally will be 6% to 7%.

Lew Devendorf, a consultant in the
Stamford, Conn., office of William M. Mer-
cer Inc., added, "My best guess is that 'mar-
ket-share sins' account for half of the rate

increases."

"There is some catch-up because of un-
- derwriting losses in the past,"

said Harvey Sobel, a principal
and consulting actuary with
Buck Consultants Inc. in Secau-

cus, N.J.
Indeed, HMOs acknowledge

they have some catching up to
do after years in which rates
were kept down artificially.

"Our rates have been much

too low," said a spokeswoman for Kaiser
Permanente in Oakland, Calif. Because of
those low rates, "we were too successful in
recruiting new members. In order to accom-
modate the new member growth, we've had
to refer people out" to non-Kaiser-owned
facilities, which is very expensive, the
Kaiser spokeswoman said.

Kaiser says rate hikes will vary widely
from market to market. However, the

Sacramento, Calif.-based California Public
Employees Retirement System, a huge
Kaiser client, negotiated a rate hike of
10.75% with the HMO.

Other factors also are behind rate hikes,
with perhaps soaring prescription drug
costs the biggest. During the past year,
many health plans say their prescription

See Market on page 9

Ranked by worldwide benefit consulting revenues. 1998 figures are estimates.
Gross revenues

benefit consulting 1
(in millions) % Offices

1998 1997 change U.S./total

William M. Mercer Cos. L.L.C. $ 1,2662

Hewitt Associates L.L.C. 3 765

Towers Perrin 757

PricewaterhouseCoopers, Global HR Solutions ' 622

Watson Wyatt Worldwide 4 593

Aon Consulting Worldwide 520

Buck Consultants Inc. 327

Deloitte & Touche/Human Capital Advisory Services 206

Ernst & Young L.L.P.-Human Resource Services 3 160

Arthur Andersen L.L.P.-Human Capital Services 145

Total $5,361

$ 881

624

673

505

551

470

300

154

108

118

$ 4,384

43.7%

22.6

12.5

23.2

7.6

10.6

9.0

33.8

48.1

22.9

22.3

41/107

29/71

3502

21/55

34/81

71/135

29/57

50/88

33/67

44/98

387/831

1 Excludes revenues from claims administration, compensation consulting. insurance commissions where no consulting is involved and other non-
benefit consulting 2 Includes benefit consulting revenues projected to be merged from Sedgwick Noble Lowndes 3 Fiscal yearends Sept. 30 4 Fiscal
year ends June 30

 Source: 8/ survey

New drugs, more demand,
raising drug benefit costs
Employers retooling plans

By SALLY ROBERTS

ake the aging American

T population, add hundreds of
new and expensive drugs
that fight everything from
cancer to impotence, and
then add a billion-dollar

advertising blitz by drug manufacturers,
and you'll most likely find a benefit
manager with a migraine.

But not to worry; there are new and
improved drugs to cure that ailment too.

Prescription benefit costs are soaring
at rates not seen by benefit managers in
decades. Benefit consultants say they
have seen employer drug costs increase
anywhere from 11% to 40% on a year-
over-year basis.

While inflation accounts for roughly
3 % of the cost increase, the number of
new medicines being developed to fight
diseases and conditions once thought to
be incurable accounts for a majority of
the increase.

The U.S. Food and Drug Administra-
tion approved 121 new drugs in 1997,
down from 131 new drugs introduced in
1996 but far more than the 82 intro-

duced in 1995.

Of the new drugs introduced in 1997,
roughly one-third were what the FDA
calls "new molecular entities," or drugs
that contain active substances that have

never before been approved for market-
ing. Many of these drugs developed over

Medicare HMO program likely to grow
Directory of Benefit Consultants

Spotlight Editor : Jerry Geisel

the past few years are helping to fight
serious conditions such as HIV, cancer,
diabetes and asthma, but they also are
fighting other, less-grave conditions,
such as toenail fungus, baldness and
wrinkles.

As advances in technology are creating
more and better drugs, drug manufac-
turers are bombarding consumers with
advertisements to make consumers

aware of the new drugs that are now
available to them.

In 1997, the U.S. pharmaceutical mar-

ket spent nearly $1.1 billion on direct-
to-consumer television, print and radio
advertising, according to IMS Health, a
Plymouth Meeting, Pa.-based pharma-
ceutical information provider. Those ad-
vertising expenditures were up 35% over
1996.

Aggressive marketing of new drugs is
one way that manufacturers try to offset
the rising costs of developing new drugs.
According to Pharmaceutical Research
and Manufacturers of America, a trade
group in Washington, the average pre-
tax cost of developing a drug introduced
in 1990 was $500 million, the most
recent estimate. A large percent-

See Drugs on page 12

page 14
page 16
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Top 10 benefit consultants in the U.S. Consultants
Based on U.S. benefit consulting revenues

1998 estimate

ot consulting revenues

(in millions)

Hewitt Associates L.L.C.1 $ 731

William M. Mercer Inc.2 608

Towers Perrin 589

PricewaterhouseCoopers,
Global HR Solutions 3 413

Watson Wyatt Worldwide' 344

Aon Consulting Inc. 302

Buck Consultants Inc. 252

Deloitte & Touche/Human

Capital Advisory Services 173

The Segal Co. 103

ASA Inc. 100

Total $3,615
1 Fiscal year ends Sept. 30 2 Includes benefit consulting revemes expected to be acquired from Sed,·ick Group
P.L.C. 3 Rscal year ends June 30

, Source: 8/survey

Continued from previous page
tained that position with estimated
worldwide eonsulting revenues of
$1.27 billion this year. Much of that
43.7% increase over 1997 is due to a

single acquisition.
Earlier thia year, Mercer's parent,

Marsh & MeLennan Cos. Inc., ac-

quired Sedgwick PLC.,the parent
of Sedgwick Noble Lown(les.

Sedgwick, had it been ranked this
year, would have been the world's
seventh-largest benefit consultant
with estimated revenues of $352 mil-
lion. Mercer projects that $267 mil-
lion of Sedgwick's revenues will be-
come part of its organization. The re-
maining Sedgwick business will be
allocated to Seabury & Smith Inc.,
M&M's insurance program manage-
ment unit, and to the employee ben-

1 lilli
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efit services unit of broker J&H

Marsh & McLennan. Without the

Sedgwick addition, Mercer's rev-
enues climbed 13.4% to an estimated

$999 million.
While an acquisition helped to fuel

Mercer's revenue growth, Hewitt As-
sociates, which moved ahead of
Tc,wers Perrin to become the world's

second-largest benefit consultant,
has achieved a high growth rate
without acquisitions. Hewitt, with
1998 estimated global revenues of
$765 million, up 22.6%, continues to
rack up double-digit revenue growth
in most of its benefit consulting ser-
vices, including a 36% revenue in-
crease in outsourcing, where it is
seen as the industry leader.

Dropping to third place after years
at No. 2 is Towers Perrin. The New

York-based consultant estimates

worldwide benefit consulting rev-
enue of $757 million in 1998, an in-

94

An MRM Company

crease of 12.5% from 1997.

Also dropping in the rankings is
Watson Wyatt Worldwide, which
ranks at fifth place this year, com-
pared with No. 4 in 1997 and No. 3 in
1996. With the lowest growth rate
among the top 10 firms-Watson
Wyatt estimates its revenues grew by
7.6% to $593 million-it has been
passed by faster-growing rivals. Ear-
lier this year, Watson Wyatt pulled
out of an outsourcing venture and
sold its risk management consulting
operations as part of a strategic refo-
cusing of its operations.

PricewaterhouseCoopers Global
HR Solutions, the combined entity of
Coopers & Lybrand, the former
Kwasha Lipton Group and Price
Waterhouse's benefit consulting unit,
moved into the No. 4 position among
consultants. Earlier this year, Coop-
ers and Price Waterhouse merged
their worldwide consulting business-
es. The new combined entity esti-
mates 1998 revenue of $622 million,
or 23.2% higher than 1997.

Ernst & Young L.L.P.-Human Re-
source Services is this year's only
newcomer to the Top 10 list. Ernst &
Young also sported the highest
growth figure among the 10-largest
firms, with a whopping 48% jump in
estimated global consulting revenues
to $160 million, which gives it the
No. 9 spot on this year's list. The ben-
efit consultant's growth was primar-
ily due to strong business gains and
not from acquisitions, the company
said.

Rounding out the top 10 firms are:
• Aon Consulting Worldwide,

which retains its position as the
sixth4argest consultant.

• Buck Consultants Inc., taking the
seventh position held by Sedgwick
Noble Lowndes last year.

• Deloitte & Touche Human Capi-
tal Advisory Services, moving up
from ninth to eighth position.

• Arthur Andersen L.L.P.-Human

Capital Services, which retains the
No. 10 spot.

Business Insurance ranks the ben-

efit consultants on estimated 1998

gross revenues generated by world-
wide employee benefit consulting,
defined as providing advice on bene-
fit issues on a fee-for-service basis,

Providing outsourcing for benefits
administration and record keeping
are also counted. Only revenues from
majority-owned consulting affiliates
are included.

Revenues from claims administra-

tion, compensation consulting and
non-benefit related work are not in-

cluded.

One of the fastest areas of growth
for consultants has been helping em-
ployers align their compensation and
benefit strategies with overall Corpo-
rate business strategies.

This new role by employers results
from both the tight labor market and
a realization of how human resource

strategies can influence a company'.
overall success.

"It used to be that HR probably
wasn't an equal partner in the busi-
ness, say, to finance," said Mercer
Vice Chairman Timothy Lynch in
New York. "But more and more ]

think there's a much stronger HR
voice and much more listening by th€
CEOs and COOs to what the HR side

of the house has to say and a realiza-
tion that those have a dramatic im-

pact on the business."
Another fast-growing area has

been consulting for clients involved
in mergers and acquisitions. This has
been one of the main reasons for th€

growth of Ernst & Young, said James
Bosserman, E&Y's national dir'ectoi

of HR consulting in Indianapolis.
Consultants often are called on tc

help integrate benefit plans and sys-
tems as part of mergers. With the
pace of mergers picking up in 1998
consultants are flush with this sort oj

See Consultants on page 6
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Consultants
Continued from page 4
business.

Also, when a company becomes
publicly traded or undergoes a
change of management, consultants
are brought in to deal with a wide
range of issues, such as establishing
stock option plans or redesigning
plans to meet objectives of new man-
agement.

"Each of these situations create op-
portunities and challenges to our
clients that relate to benefit and hu-

man resource issues," said Hewitt's
Mr. Gifford.

Consultants also prospered from
the continuing conversion of tradi-
tional defined benefit pension plans
to hybrid plans, like cash balance
plans. That conversion process gene-
ates consulting services as consul-
tants are needed, among other things,
to design the new plans and commu-
nicate those plans to employees.

Over the past few years, employers
have adopted hybrid plans in re-
sponse to employee demands for
faster accrual of benefits and greater
benefit portability. Benefit consul-
tants say the growth of hybrid plans
will continue at a steady, though per-
haps not spectacular rate.

"We continue to see action and in-

terest, though not a huge rush in that
direction," Mr. Gifford said.

"Hybrid plans are here to stay," de-
clared John Haley, incoming presi-
dent and CEO of Watson Wyatt
Worldwide in Bethesda, Md.

Another growth area for consul-
tants has been helping employers set
up work/life programs.

"We're finding that the work/life
programs are getting a lot of healthy
attention and activity and we'll see a
lot more of that," said Howard Fluhr,
president and CEO of The Segal Co.
in New York. Segal ranked as the
9th4argest consultant based on U.S.
consulting revenues.

Their growth is partly driven by
the needs of employers that want to

offer competitive benefit plans to
give them an edge in attracting and
keeping employees in the tight labor
market.

Helping employers utilize the In-
ternet or an Intranet has also been a

growth area for consultants. Such
online technology is commonly used
for communicating to employees, but
increasingly companies are also using
it for health plan enrollment or com-
municating with outsourcing centers.

"We see it asa supplemental way
that employees can come in, ask
questions and make decisions," said
Mr. Gifford of Hewitt.

And the benefit communications

business continues to boom with a

good part of that growth fueled by
mergers and acquisitions and the
corresponding need for companies to
explain benefit changes that often
follow.

"Whenever those kind of things
happen, there's a greater need for
communication-type services," said
Mr. Lynch of Mercer.

Devising strategies for coping with
rising health care costs-after years
of stability-also is a boon to consul-
tants as employers turn to them for
help in redesigning plans or negotiat-
ing with health plans to try to hold
down rate increases.

"The role of the consultant will be

back to the traditional role of looking
for ways to really redesign plans,"
said Donald Ingram, chairman of
Aon Consulting Inc. in Chicago.

"Plan design is the kind of thing
that always comes to mind at any
time you get into this kind of rate in-
creases," creating "great opportuni-
ties for consultants," he added.

Plan redesign includes such things
as increasing the employee's share of
the premium, increasing deductibles

or increasing co-payments, all de-
signed to shift some of the cost in-
crease to employees.

This year's health plan rate in-
creases also have led employers to a
heightened awareness of the issues
regarding plan costs and plan quali-
ty, as well as employees' contribution
to plan costs, said Robert Hogan,
managing director of Towers Perrin
in Stamford, Conn.

Despite rising costs, employers in-
creasingly are being asked by em-
ployees to provide higher quality
health plans. To accomplish this, em-
ployers turn to consulting firms to
evaluate different health plans.

"There is an increase in discussion

about quality concerns," said Segal's
Mr. Fluhr, but he noted that few
companies have yet to address it.

"The reaction of the frustrated em-

ployees is a real issue," he added.
Some consultants have seen strong

growth in reviewing benefit plans to
see if plan documents accurately de-
scribe the plan, as well as whether
the documents and the plan comply
with legal requirements.

"You're going to see a lot of that
activity in 1999," said Joseph LoCi-
cero, president and CEO of Buck
Consultants Inc. in New York.

For example, new federal law re-
quires that employers in 1999 add
language to benefit booklets explain-
ing employees' eligibility for recon-
structive surgery after a mastectomy.

One of the biggest business issues
of the year-the Asian financial cri-
sis-has not hurt consultants' busi-

ness and may even prove to be a kind
of a mini windfall for some.

"Out of that chaos is born an op-
portunity," said Reed Keller, head of
the Global HR Solutions business for

PricewaterhouseCoopers in Atlanta.
"We have an opportunity to make up

some pretty big ground," through ac-
quisitions of consulting firms in Asia.

Daniel Cox, chairman of Aon Con-

sulting Worldwide in Chicago, also
pointed out that the devaluation of
many Asian currencies has presented
some good buying opportunities in
that region.

One impact of the Asian financial
crisis has been increased volatility in
U.S. equities markets. Many feared
that the summer's stock market drop
would prompt employees to shift re-
tirement savings funds out of stocks
into safer investments.

"I don't think employees have real-
ly ever experienced the kind of
volatility that we've seen this year on
a routine, ongoing basis," said Mr.
COX.

Despite the drop, most employees
did not panic.

"We did not see the level of activi-

ty that might have been expected,"

1 1 .A. A 1

1.

./I' A
A .

This may come as a shock. But there's a good chauice the asswiiptions
you're basing your company's future plans on are all wrong. The reason
is that just as smart companies are moving to a high performance
Culture based on the kind of mobility and retirement habits workers
have shown in the last 15 years, the workforce is about to behave

said Mr. LoCicero of Buck Consul-

tants.

The episode has actually benefited
consultants as they have been called
in to help "employees better under-
stand the risk inherent in selecting
their own investments," Mr. Cox not-
ed.

One of the fastest growing areas for
benefit consulting, and perhaps the
most difficult for consultants to

achieve success, has been in benefit
outsourcing. Outsourcing is seen by
many consultants as an important
area of growth.

"We're finding there is a clear
trend toward outsourcing, that most
major corporations and other entities
are looking to turn over the operation
and administration of benefit pro-
grams to a third party," Mr. LoCicero
said.

This trend started a few years ago
Continued on next page

differently than expected. This collision between corporate ideals and
demographic realities could, of course, have enomious staffing andi
cost implications. Making it the opportune time to introduce a new
paradigm. Workforce Management" fro111 Watson Wyatt. In essence,
it enables you to manage the structure of your workforce in ingenious
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and expanded in 1998.

"There is more demand than there

issupply," said Mr. Hogan of Towers
Perrin

For some firms, the growth of their
outsourcing business has pumped up
their revenues. Hewitt Associates, for
example, now receives over half its
revenues from outsourcing.

"It's been an explosive business
over the last several years," Mr. Gif-
ford said.

ASA Inc. moved into the ranks of

the 10 largest U.S. benefit consulting
firms-based just on U.S. revenues-
partly because of its outsourcing op-
erations, which now represent 43% of
the firm's revenue, said Michael Gu-
lotta, president and CEO of the Som-
erset, N.J.-based consultant. ASA
was spun off from AT&T Corp. in
July.

Despite the growth of outsourcing,

two leading consultants have aban-
doned this field.

Earlier this year, Watson Wyatt
Worldwide pulled out of Wellspring
Resources L.L.C., a joint outsourcing
venture with State Street Global Ad-

visors. As a result of writing off its in-
vestment, Watson Wyatt incurred a
pre-tax loss of $95 million, said Mr.
Haley. The company went into the
venture thinking that by maintaining
administrative data it would garner
more consulting services. "It turned
out it just hadn't worked out that way
at all," he said.

Watson's withdrawal comes after

Mercer in 1997 turned over its out-

sourcing business to payroll process-
ing giant ADP, essentially ending
Mercer's venture into the field.

The benefit consultants that still of-

fer outsourcing say they are commit-
ted to it for the long-haul. A challenge
they face is balancing the demand for

the service from their clients against
the huge investment required to cre-
ate the large call centens and purchase
the systems to administer benefits for
thousands of enrollees.

'Size is just perception in
terms of ability to
compete. Size doesn't
give you greater ability,'
says Michael Gulotta.

This past year saw "consultants
coming to grips with how they're go-
ing to approach the outsourcing busi-
ness and making some decisions there
that probably will determine how
that business is conducted over time,"
said Aon's Mr. Cox.
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Some consultants, such as Mercer

and Watson Wyatt, believe they can
remain among the largest consulting
firms without outsourcing. Other
consultants, though, say that not of-
fering outsourcing services could cost
them other client business.

"We believe that clients are looking
for that entire relationship," said
Towers Perrin's Mr. Hogan.

Mr. LoCicero of Buck said the cap-
ital needed for its outsourcing busi-
ness led to the firm's sale last year to
Mellon Bank Corp. "To be a top-tier
consulting firm we felt we had to be
in the outsourcing business," he said.

But Mercer's Mr. Lynch says there
were good business reasons to exit
outsourcing.

"It is very difficult to manage (out-
sourcing and consulting) under the
same umbrella. We also think that

over time consulting is far more prof-
itable than administrative work," he

11
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vays. Our consultants will help you analyze the effects of age and
enure on pay, pension plans, 401(k) plans and healthcare andthen
ake a fresh look at issues like job mapping, career development,
election and succession. The result: you'll keep performance
md morale up, while keeping costs in line. For details, call your

local Watson Wyatt office or 1-800-851-4346, or visit our web site at
www.watsonwyatt.com.

And let us save your Watson Wyatt
company from a V 1 Worldwide
colossal headache.

Making Strategy Work

said.

Although Segal has no plans to en-
ter the outsourcing field, it still plans
to benefit by the increased activity by
helping employers choose among the
firms offering outsourcing services.
"There has been a clamoring for that
kind of assistance," Mr. Fluhr said.

"We decided finst day that we
wanted to continue to stick to our

core skills and be in the brain busi-

ness and not be in the transaction

business," he said.
Benefit consultant executives ex-

pect that consolidation of the indus-
try will continue, thinning the current
crop of firms and leading to a handful
of huge, full-service consultants
against numerous smaller players.

In a few years the industry will
have three to five big players and "the
others will be merged, acquired or re
duced to niche-status players," said
Mr. Keller of PricewaterhouseCoop-
ers. His firm would consider an ac-

quisition "whenever it's there and it
makes strategic sense," he added.

Othe consultants say they also
only will.make acquisitions when
they help the consultant in a geo-
graphic region or practice area.

Perhaps the most aggressive suitor
is Aon Consulting. The Chicago-
based consultant has a number of tar-

gets in mind for acquisition, said Mr.
Cox. The company has a vision of
where it wants to be and is "actively
looking for acquisitions that help us
fu11 that vision," he said.

What's driving many mergers is a
perceived need for size by many ben-
efit consultants. Increasingly, the
large firms feel the demand by multi-
national employers for a global pres-
ence to handle global benefit needs.

"Consistently, day in and day out,
size is very favorable," said Mr. Lynch
of Mercer.

"You've got to be pretty big and
have pretty deep pockets in order to
have consulting operations around
the world," he added. "Increasingly,
that's what multinational employers
want."

Of course, it's no surprise that the
largest firms believe in the benefits of
size. On the other hand, some smaller
firms say quality, and not size, makes
consulting firms better.

"Size is just perception in terms of
ability to compete," counters Mr. Gu-
lotta of ASA. "Size doesn't give you
greater ability to compete," he added.

The debate over size centers pri-
marily around the role of the benefit
consultant. The largest firms believe
that their size offers a client one-stop-
shopping. But some firms disagree
with that philosophy, saying that em-
ployers buy consulting services from
many consultants, looking for the best
in each area, like using one consultant
for defined benefit pension plan work
and another for health plan-related
services.

"Employers buy best of breed," said
Watson Wyatt's Mr. Haley. Few em-
ployers get all benefit consulting ser-
vices from the same firm "I don't see

it to be the way employers buy ser-
vices," he said.

Although he agrees that many com-
panies act that way, Mercer's Mr.
Lynch said large employers increas-
ingly look to have one consultant
handle all their work throughout the
world.

Another advantage of size, accord-
ing to Mr. Hogan of Towers Perrin, is
it allows a big firm to handle all of a
client's benefit services, which pro-
vides it the strategic position to align
compensation and benefit issues with
the company's overall business strat-
egy.

Amid robust growth, though, con-
sultants have faced a nagging prob-
lem: difficulty in finding qualified
staff.

"There is a remarkable shortage of
people," Mr. Lynch said. "There are
not enough people to go around." /2/
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Opinions
Do more to cut health costs

H
EALTH CARE COSTS, after years of
stability, are definitely moving up again.

Employers, depending on the type of plan they use
and the area of the country they are located in, likely
will be paying in 1999 anywhere from 3% to 10%
more in health care premiums or claims costs than
they did this year.

There are, to be sure, some good reasons that costs
are going up. HMOs-to avoid financial problems-
have to raise rates after years of holding rates low to
win market share.

That said, employers and managed care plans can
do plenty to prevent an explosion of serious health
care inflation.

One step is changing the way companies buy
health care services. The rage in the late 1980s and
early 1990s among big, multistate employers was to
buy all of their health care coverage from a single
insurer. The logic was that such an arrangement
would increase buying power and thereby lead to
lower rates.

That logic is being questioned more and more, and
for good reason. Is it possible that any one insurer or
HMO really has enough clout or sophistication to be
the best purchaser of health care services in every
part of the country? We doubt it.

While employers don't , want to dilute their
potential leverage by dealin2 with dozens of HMOs,
working with just one HMO may not be the best
approach either.

In the area of plan design, there are plenty of
strategies that employers and managed care plans
can adopt to hold down cost increases. For example,
we continue to be struck at the low level of cost

sharing in many managed care plans. Plans that have
virtually no cost-sharing requirements invite
overutilization of services.

Companies should also consider restricting
coverage of so-called quality-of-life medication that
is designed to improve well-being rather than stave
off death or disease. These include a host of brand

name, widely advertised and costly drugs, such as
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Viagra and Rogaine, among many others.

Most benefit plans do not cover elective procedures
such as cosmetic dentistry or chin tucks, so why
cover elective pharmaceuticals?

Another strategy not widely used by employers is

wellness screening. For all the talk of the benefits

and savings potential from health screening and
providing health incentives, relatively few

companies take advantage of these programs. It's a
win-win program: Employees are rewarded for
improved health, while fewer hospitalizations keep
employers' health care costs down.

Simple steps, such as screening workers for high
blood pressure or providing financial incentives like
lower premiums for non-smokers, could minimize
the prevalence of catastrophic claims.

The battle to control health care cost inflation is an

ongoing process. Unfortunately, many employers are
not taking advantage of all the weapons in their cost-
cutting arsenal. In the face of a rising trend of health
insurance rates, it is time they do.

Log on to Y2K mediation plan
NOBODY KNOWS EXACTLY WHAT willhappen to the world's computers on Jan. 1,

2000. But we can make an educated guess
about what will be happening in the nation's court-
rooms shortly thereafter if a significant number of
computer systems fail as a result of the Y2K bug-
there could well be a torrent of litigation unlike any
seen before.

That's what makes the recent announcement by a
group of companies that they will attempt to negoti-
ate Y2K-related disputes first and sue only as a last
resort so welcome.

The effort, which is being spearheaded by the New
York-based CPR Institute for Dispute Resolution
(BI, Dec. 7), could help stem that potential torrent of
litigation, at least temporarily.

Fourteen major corporations initially signed the
commitment to first negotiate, then mediate, and

Letters to the editor

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 clarity or space. We witi not pubtish
unsigned letters. Please send your Zetters to Letters to

the Editor, Business Insurance, 740 N. Rush St.,
Chicago, ILL. 60611; faz: 312-280-3174; e-mail:

pwinston@crain.com

then-and only then-litigate their Y2K disputes. We
are sure that other companies will join them in this
effort.

And more companies should join them, for in no
way are the signatories relinquishing their legal
rights-all they are saying is that they won't turn to
court as a first resort. While we have no illusions that

all Y2K disputes can be resolved through alternative
dispute resolution, the initial signatories' commit-
ment to make every attempt to settle such disputes
outside the courtroom is more than worth the effort.

Experts keep warning that there's no magic bullet
for the Year 2000 computer problem, and we have no
reason to doubt their word. But we also have no rea-

son to doubt that efforts such as those of the CPR In-

stitute-if endorsed by a sufficient number of com-
panies-could help stem the flood of lawsuits that
may inundate the nation's courts.

Bl'S online discussion forum

Visit Brs Online Forum, which ojfers unmoderated
discussion areas for readers to exchange ideas or

information on risk management, employee benefits
insurance and miscellaneous other topics.

The Ontine Forum is located at:

http://www.businessinsurance.com/forum/index.html/

Business
Insurance ®

Reporting weekly on corporate risk,
employee benefit and managed health care news

Vice President/
Publisher/Editorial Director:

Associate Publisher/Advertising Director:

Editor:

Editor·at-large:
Managing Editor:
Senior Editors:

Washington Editor:
Assistant Managing Editor:
Bureau Chiefs:

Graphics Editor:
Copy Editor:
Assislant Copy Editors:

Associate Editors:

Directory Editor:
Assistant Directory Editor
Production Assistant:

Assistant to the Publisher:

Editorial Cartoonist:

National Sales Manager:

Midwest Advertising Manager:
Distrid Managers:

Classified Advertising Manager:
Sales Assistant:

Production Manager:

Director of Communications:

Promotion Manager

EDITORIAL:

ADVERnSING:

COMMUNICATIONS:

SUBSCRIPTIONS:

Kathiyn J. Mcintyre, e. CChicagoj

Mattin J. Ross 111 8New York)

Paul D. Winston (Chicago)

Jer,y Geisel 8/Vashinglon)
RegisJ Coccia (Chicagol

Meg Fletchec, *i- (Chicago)
judy Greenwald (San Jose)

Davd Lenckus Bucson)
Douglas Mcleod (New Yak)

Roseanne White 84/ashingion)
Joanne Woicik /los Angeles

Mark A. Holmann M/ashing/on)
Todd J. Behme (Chicago)
Sarah Goddard #onobni

Gavin Souter (New York)
Kathy t. Barnes 82hicagoj

Maiy B. Nick KIhicagoj
Richard Trout (Chicagol

Ma# Scroggins (Chicago)
Michael Bradford /New Oilecinsj

Robedo Ceniceros (los Angeles)
Robert Kami (Chicago)

Amanda l. Milligan (Chicago/
Michael PAnce (New York)

Solly Roberts (Denver)
Edwin Unsworth (londord

Rodd Zolkos (Chicago)
Sandra L Budde (Chicago)

John Keagy (Chicagoj
Amy R. Kepka Shicago)

Karen Brown Tucker (Chicagol
Roge Schillerstrom (Chicagoj

Steve Akins /New York)

Robed L. Niesse (Chicago)
Blake Delany /New York)

Chris Giaff (New Yak)
Roger Lynch New York)

Elizabeth McGahren #New Yok)

Deborah D. Neole (Chicago)
Irois Amleshi (Chicago)

Lod lieberman /los Ange/es)
Elmer Kerstowske (Chicago)

Ronnie I. Drachman (New Yak)
Barbara O'Brien (New York)

Chicago: 312-649-5398
Denver: 303-698-7601

London: 171·4571400

los Angeles: 323-651-3710
New Orleans: 504-269-9988

New York: 212-2100100

Sonjose: 408-774·1500
Tucson: 520579-1937

Washington: 202662-7200
Chicago: 312-649-5276

New York: 212-2100228

Los Angeles: 323651-3710
New York: 212-2100132

Detroit: 888-4461422

Business insurance is published by Crain Communications Inc.

Keith E. Crain Rance Crain
Chairman President

Merrilee Crain Mary Kay Crain
Secretary Treasurer

William A. Morrow

Executive Vice President/Operations
Robert C. Adams

Vice President/Production
Peter Johnson

Vice President/Circulation

G.D. Crain Jr. Mrs. G.D. Crain Jr.

Founder 11885-1973) Chairman /191 1- 1 996)
S.R. Bernstein

Chairmanexecutive comminee C 1907- 1993/

Published weekly at 740 Rush St., Chicago, 111. 60611-2590, Fox 312-280
3174, E-mail: biweb@crain.com, Offices: 220 E. 42nd St., New York,
N.Y. 10017-5806, Fax 212-2100704, CRAIN COM NYK; 2726 Pr»
nia, #6, New Orleans, La. 70130, Fax 504-269«0858; Suite 814, Ncr
tional Press Building, Washingon, D.C. 20045-1801, Fax 202638-3155:
6500 Wilshire Blvd., Suite 2300 los Angeles, Calif. 90048- 4947, Fax
323-655-8157; 967 Bermuda COUrl, Sunnyvale, Calif 940866750, Fax
408-774-1155; New Garden House, 78 Hotion Garden, london EC 1 N
8LD England, Fax 171-457-1440,8157 N. Toriey Way, Tucson, Ariz.
85743, Fox 520-579-3476; 777 E. Speer Blvd., Denver, Colo. 80203-
4214; Fax 303-733-2244. $4 0 copy and $87 a year in U.S. $105 in
Canada and Mexico (includes GST). All other countries $205 a year (irr
cludes expedited air delively). DON MIERENDORF, circu|alion manager. Four
weeks' notice required 6 change of address. Send subscription coriespon-
dence to Circulalion Department, Business Insurance, 965 E. jefferson Ave.,
Detroit, Mich., 48207-3185, or phone 888446-1422 or 313-4460450,
Fox 313-4466777 Microfilm copies are available from University Micro-
films, 300 Zeeb Rood, Ann Arbor, Mich. 48013. Microfiche copies avad
able: Bell& Howell, Micro Photo Division, Old Mansfield Road, Wooster,
Ohio 44691. Portions of the editorial content of this issue are available for

repint or reproduction in other media. For Wormalion and rates to reproduce
in general circulation media, contact: JOSEPH P. HANLEY, Crain News Ser-
vice, 220 E. 42nd St., New York, N.Y. 100176806, 212-2540890. For
reprints or reprint permission contact: KAREN BROWN TUCKER, Business In-
surance, 740 N. Rush St., Chicago, 111. 60611-2590,312649-5319, Fax
312-280=3174.

www.businessinsurance.com
78.,8, IN,

TO SUBSCRIBE CAU 8884461422 • 313-446·0450 oulside of the United States



Market
Continued from page 3
drug costs have leaped anywhere
from 15 % to 20%, as more expensive
products have hit the market and as
consumers-influenced by direct ad-
vertising by pharmaceutical manu-
facturers-demand those products
(see story, page 3).

WellPoint Health Networks says
prescription drug increases represent
between 15% and 20% of increases in
overall rates.

"Emerging drug therapies are hav-
ing a tremendous impact on costs,"
said Dana Benbow, vp-underwriting
at Prudential HealthCare Group in
Roseland, N.J. Mr. Benbow expects
rates at Prudential's traditional

HMOs to rise in the 6% to 8% range.
Patrick Hughes, senior vp with Blue

Cross & Blue Shield of Massachusetts

in Boston, said: "There is greater de-
mand on the part of the consumer.
Doctors used to prescribe drugs. Now
consumers say, 'I want this. '" The

Blues plan said HMO rate increases in
1999 should beinthe 3% to 7% range.

Still, not everyone is being hit with
higher prescription drug costs.

"Our prescription drug costs have
not been unreasonable. They have not
been going up faster than medical
claims," said Michael Pikelny, corpo-
rate actuary and employee benefits
consultant at Chicago-based Hart-
marx Corp.

"All the HMOs are singing the song
about drug costs and utilization going
up, but if you talk to employers using
the same networks on a self-insured

basis, they are not seeing those in-
creases," said Ray Brusca, vp-benefits
at Black & Decker Corp. in Towson,
Md.

Indeed, Fort Worth, Texas-based
Union Pacific Resources says costs
were virtually flat in its seM-funded
indemnity plan this year.

"We've had good experience this
year," said Paul Brubaker, director of
benefits. He attributes at least some of

the cost stability to a no-tobacco use
credit and a requirement that an em-
ployee involved in an auto accident
contributes $1,000 toward accident-
related medical costs if anyone in the
car is not wearing a seat belt.

Just as prescription drug costs are a
factor-at least for some plans-in
rate increases, health care plans say
rates are going up because they also
are boosting payment rates to
providers.

"The doctors are pushing back to
some extent," said Mary Case, a prin-
cipal with PwC Kwasha in Fort Lee,
N.J.

"Increasingly, providers are asking
for higher reimbursement levels," said
Tufts' Mr. Counihan.

While rates generally are going up
for all types of plans, consultants and
others say employers, especially those
of considerable size and good experi-
ence, have been able to negotiate rates
lower than those initially proposed by
their health care plans

"In some mature markets, HMOs
have come in and proposed increases
up to 7% but have come down to 4%
to 5 %," said Randall Abbott, regional
practice leader in the Little Falls, N.J.,
office of Watson Wyatt Worldwide.

"There always is negotiating room,"
said David Olson, vp-investor rela-
tions at Foundation Health Systems
Inc.,in Woodland Hills, Calif. Foun-
dation's ELMO rates will increase be-

tween 5.5% and 6.5 % next year.
Despite the current climb in rates,

there is no concern that the current

round of increases is a prelude to
much bigger rises that would rival the
annual 15% to 20% cost increases
that occurred in the mid-1980s.

Benefit experts note the revolution

that has occurred in the past decade in
how most health care is delivered-to

managed care from traditional in-

9«1. I ·
.lili

demr_ity-should prevent a return to
annual double-digit increases.

Back in the 1980s, providers pretty
much called the shots in the rates they
charged. Now, providers agree to pay-
ment rates that are set in advance.

"Charges are not usual and custom-
ary. Group practices now agree to
payment rates. The use of contracts is
a big damper on hyperinflation," said
John Erb, an area vp in the Boca Ra-
ton, Fla., office of Gallagher Benefit
Services.

While doctors are pushing for-
and, in some cases, winning-higher
payment rates from health plans, the

t- 2-n .

increases have not been dramatic.

"In many cases, physician payrnent
rates have been flat," said Greg De-
vou, executve vp and chief marketing
officer of Blue Cross & Blue Shield of

Maryland in Owings Mills, Md.
Amid rising health plan rates, em-

ployers have made modest changes in
plan designs. In some cases, for exam-
ple, co-payments for prescription
drugshavebeenbumpedto$10 or$15
from $5, while deductibles and co-
payments For medical and hospital
services received outside employees'
managed care networks have been

See Market on page 12
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Market
Continued*om page 9

raised, said Watson Wyatt's Mr. Ab-
bott.

But employers have been reluctant
to raise employees' premium contri-
butions significantly.

"Employers may require employ-
ees to pay more if they use services,
but they are not going to make em-
ployees pay more just to receive cov-
erage from a health care plan. We
just have not seen that," Mr. Abbott
said.

That general employer reluctance
to shift more costs, in any substan-
tive way, to employees is a direct re-
fiction of the tight job market.

Drugs
Continued from page 3
age of that cost comes from research
and development. Research-based
pharmaceutical companies spent $19
billion on R&D in 1997, and will
spend an estimated $21.1 billion by
the end of 1998, according to PhRMA

Consumer demand for new and ex-

pensive brand-name medicine has
utilization rates soaring, and employ-
ers are left to foot the bill.

"The bottom line is, costs are going
up by at least 15% for the next sever-
al years due to the introduction of
new products, many of which are bet-
ter drugs," said Fred Teitelbaum, vp-
analysis and reporting for Express
Scripts/Value Rx in St. Louis. "People
are using more drugs and more-ex-
pensive drugs."

"A CEO doesn't want to hear that

a top job prospect was lost because
the company's health care plan was
not equal to that of a competitor,"
said Mr. Erb.

Still, some believe that if certain

trends continue-most notably,
sharp increases in prescription drug
costs-employers will have no choice
but to implement dramatic design
changes in their health care plans.

For example, Mr. Erb said, ern-
ployers, especially smaller compa-
nies, that are reeling from soaring
prescription drug costs, could begin
to impose annual caps on the pre-
scription drug costs their health care
plans will cover.

Others also envision employers
putting more limits on prescription

"The situation is bad," said Ken-
neth A. Tannenbaum, a senior Consul-
tant at Towers Penin in Atlanta.' The

cost of prescription drugs has gone up
16% to 17% for each of the last sever-

al years, and the same is expected this
year. It's a problem, and it's a problem
that is not going to go away."

Michael Thompson, a managing di-
rector for PricewaterhouseCoopers
L.L.P. in New York said, "Employers
have been on a medical care inflation

honeymoon for many years now."
There have been "no inflationary in-
creases of this magnitude for almost a
decade," he said of drug costs. "The
outlook in the short term is that drug
costs will probably continue increas-

Some drug industry observers ar-
gue, however, that drug cost incr€as-
es, while high, may not be a bad thing.
Advances in medicine, they contend,

drug coverage. "I see a trend toward
a defined contribution approach oy
employers," said Arnold Hebert, se-
nior vp-sales and marketing at Paci-
fiCare Health Systems Inc. in Cy-
press, Calif.

If the economy scurs and corpo-
rate profits take a tunble, some ex-
pect more detailed Examinations of
plan designs.

"With such a robust economy,
some employers have increased con-
tributions to their p ans or enriched
benefits to attract high-quality en-
ployees. When the economy becomes
less robust, those things may
change," Mr. Counihan said.

Plan design, in the view of some, is
ripe for change. Managed care plams
that have virtually eliminated cos:-

not only are saving more lives and im-
proving the quality of life for many
people but also help tD lower the total
cost of caring for certain illnesses and
getting sick employees back to work.
Under this cost-shifting theory, a rise
in the use of prscriptton drugs resuls
in fewer hospital stays, emergency
room visits and surgeries, and overall
health care spending remains stable.

Alan F. Holmer, president of
PhRMA, cites in a statement issued
earlier this year a study supported b¥
the National Institutes of Health that
showed that while the cost of a new

stroke medication was $1.7 million
per 1,000 patients, it realized a net
savings of more than $4 million per
1,000 patients by reducing expendi-
tures for mhabilitation and nursing
home care.

Employers need "to look at the
whole health picture, agreed Lloyd

The 600 statues on Easter Island stand as a stark reminder 

of what happens when grand schemes go awry. These sculptures, or

M51.*a-J moai as they are called, are all that are lef[ of a once

 thriving civilization. In their zeal to construct larger
 and larger monuments, the inhabitants all but

ignored the impact of their efforts. By clearing the island of

trees to hoist their monuments, they unwittingly sealed their fate.

This is not a lesson lost on D.W. Van Dyke and

Company. Our whole approach to reinsurance is one that .s

future focused. We aggressively monitor changing condi-

tions so that we can create new programs to buffer

or even take advantage of new environments. And r -,z

we constantly adjust existing plans so that they

thrive no matter what appears on the horizon.
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sharing with enrollees invite overuti-
lization, some say.

"I don't believe it is possible to
manage something that provides
100% coverage. We have created an
expectation that this stuff is free,"
said Ms. Case of PwC Kwasha.

In the wake of rising costs, em-
ployers may move away from buying
health care through just one vendor.
"To gain better deals in the future,
they will increasingly look for the
most cost-efficient networks in each

community rather than only using a
national network," Jack Bruner, na-
tional health care practice leader for
Hewitt Associates L.L.C. in Lin-

colnshire, Ill; predicted.
One of the biggest developments of

the year has been the pullout of

McDonald, vp-marketing and client
service for Eckerd Health Services, a
prscription benefit manager in Pitts-
burgh. The well-managed asthmatic
who avoids critical episodes through
prescription drugs may spend more
on the pharmacy side, but the overall
benefit costs to the employer may be
lower, he explained.

Bob Kordella, director of clinical
network operations at Eckerd Health
Services, added that while prescrip-
tion drugs are the fastest-growing
component of group health care plan
costs, they represent only about 10%
to 15% of the total health care pie;
physician and hospital costs represent
the overwhelming majority of an em-
ployer's total group health care plan
costs.

"When you do the math and evalu-
ate in total, (rising prescription drug
costs) may not be a crisis; it may be

Medicare HMOs from certain mar-

kets, but it has had little impact on
employers to date.

For example, after Aetna U.S.
Healthcare said it was withdrawing
from markets where Black & Decker

retirees had coverage, the toolmaker
was able to re-enroll a substantial

number of its retirees in HMOs oper-
ated by CIGNA Corp., Mr. Brusca
said.

Others say the exodus of Medicare
HMOs has put on hold any plans to
offer Medicare HMOs to retirees.

"I'm going to watch and see what
happens. With all those bailouts, I'm
not sure we want to be part of that,"
said Tom Hopkins, manager of cor-
porate benefits with UNUM Corp. in
Portland, Maine. in

good news," he said.

Rising drug costs are anything but
good news for Ash Kilada, director of
risk management and benefits at
Sbarro Inc. in Commacko, N.Y. Pre-

scription drug costs nearly tripled in
1996 after the restaurant chain carved

out its prescription drugs and imple-
mented a drug card program.

While the drug card program was
supposed to save Sbarro money with
negotiated discounts, the company
dropped its deductible and imple-
mented a set copayment of $5 for
generic drugs and $10 for brand-
name drugs

As a result, "utilization went
through the roof," Mr. Kilada said.
"Once we allowed for the drug card,
there was no more cost-sharing," he
said. Because employees no longer
had "a vested interest," they were

See Drugs on page 14

Because we're experienced and knowledgeable

reinsurance brokers, our resources are vast. We

maintain ties with the world's most respected man-

.,aged care companies, managing general underwriters,

auditors and actuaries. These relationships make it

possible for our clients to create monuments" of

their own without being limited to set

confines or risking their organization.

Ambition is an essential asset in any

endeavor so long as it is tempered with sound

contingencies. Call D.W. Van Dyke at (203) 341-8770 to
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Drugs
Continued from page 12
"trying new and different drugs be-
cause the cost to them is the same."

In 1996, Sbarro's prescription ben-
efit costs hit $200,000, compared with
$70,000 in 1995. Since then, Sbarro
has been raising its copayments. They
now are $10 for generic drugs and $20
for brand-name drugs. Despite the in-
creases, drug benefit costs still rose
25% in 1997, Mr. Kilada said.

"Prescription drug costs are ap-
proaching 20% of our total" health
costs, he said. "I think that we're go-
ing to have to move to more cost-shar-
ing. I hate to do it to our employees,"
he said. "It's tough to afford some of
these drugs, but there's a point where
employers must decide...."

Benefit consultants agree that ris-
ing costs are forcing employers to re-

n

evaluate their prescription drug plans.
This means looking at such tools as

utilization management, restricting
formularies, implementing incentive-
based copayments and coinsurance,
as well as possibly placing caps on to-
tal individual drug costs.

"If plan sponsors really want to
control double-digit trends, utiliza-
tion management is one of the most
effective tools, but they have to be
willing to have some disruption in
care," said Nick Vasilopoulos, nation-
al practice leader-managed pharma-
cy practice for William M. Mercer Inc.
in New York.

Utilization management, which in-
cludes prior authorization of certain
medications, has been available for

years, "but lots of employers are not
taking advantage because of fear of
disruption with participants," he said.

Express Scripts/Value Rx's Mr.
Teitelbaum said he believes employ-

ers soon will be forced to define which

drugs they will cover. "Payers will
start being pushed into making such
fundamental decisions as to what dis-

eases they are going to treat," he said.
"If the object is to be no worse off

than the next guy, use a discount ar-
rangement and formularies," advised
John Erb, area vp at Gallagher Bene-
fit Services in Boca Raton, Fla. "If
your objective is to reduce costs, caps
are the answer," he said.

Mr. Erb said he believes employers
will eventually go the route of some
Medicare HMOs, which are beginning
to stop offering unlimited drug cover-
age to individual enrollees,

Medicare HMOs in Massachusetts,
for example, recently told the Health
Care Financing Administration they
will offer packages next year with an-
nual drug benefit caps ranging from
$500 to $800 (BI, Nov. 23).

Benefit managers agree that, in ad-

dition to placing more restrictions on
drug plans, generic drugs still offer
good cost savings. FDA data shows
431 new generics were approved in
1997, compared with 351 in 1996.

But while the number of new gener-
ics is increasing, many of the new
brand-name drugs are still under
patent and do not have generic substi-
tutes. Consultants point out, however,
that many of those patents will run
out within the next five years.

Towers Perrin's Mr. Tannenbaum is

not as optimistic about the savings
potential for generic drugs, however.
"Even though generics are available,
to the extent manufacturers continue

marketing to doctors and consumers,
the reality is we'll continue to have
some demand for generics, but not as
much" as for brand names. "You're

never going to see an ad that says, 'Go
see your doctor about this new gener-
ie drug. "' m'

His job is

to plan recruiting strategies

evaluate incentive options

brief senior management

design training classes

review family-care benefits

and make time to read

something other than resumes.

Our job is to make his company's benefit decisions

the easiest part of his job.
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Medicare
risk HMO

program
expected
to prevail

By DEBORAH
SHALOWITZ COWANS

any employers,
Inanaged care

providers and

consultants are

confident the

MI i Medicare HMO

program will grow and flourish de-
spite claims by many health mainte-
nance organizations that federal re-
imbursement rates for Medicare ben-

eficiaries are too low.

But some benefit experts say that
without future rate increases, the
Medicare HMO program will shlink

Even those optimistic about the fu-
ture of Medicare HMOs agree that
benefit cutbacks and more premium
increases are likely if federal reim-
bursement rates do not rise.

If the number of retirees participat-
ing in Medicare HMOs were to de-
cline, employers would face higher
costs, both in the short and long terms
because of the cost advantages to em-
ployers. However, few experts expect
retirees who already use Medicare
HMOs to abandon them.

According to the Health Care Fi-
nancing Administration, the federal
agency that administers the Medicare
program, Medicare Hl\TO pullouts
this year have affected about 440,000
beneficiaries, though most of these
have been able to obtain coverage
from other Medicare HMOs. Nearly 6
million retirees are enrolled in Medi-

care HMOs nationwide.

Many Medicare HMOs offer richer
benefits at lower costs than corporate-
sponsored indemnity plans that sup-
plement Medicare, making the HMOs'
attractive as cost-saving tools to em-
ployers who provide retiree health
care benefits.

The nation's largest Medicare HMO
provider, PacifiCare Health Systems
Inc. of Santa Ana, Calif., maintains
that its commitment to Medicare,

HMOs is strong and that future pull-
outs are not planned.

"We are absolutely committed" to
the Medicare HMO market, said Craig
Schub, president of Secure Horizons
USA, the Medicare HMO arm of Paci-
fiCare. PacifiCare has about 3.5 mil-

lion total members, 975,000 of whom
are in Medicare HMOs.

Although PacifiCare pulled out of
20 counties this year, affecting 24,000
Secure Horizons members, a
spokeswoman said the company does
not expect to pull out of additional
counties any time soon. And Secure
Horizons this year expanded to New
Mexico and Hawaii, both new areas
for the provider.

Furthermore, PacifiCare is "able,
interested and willing" to work with
hospital and physician groups to help
them set up Medicare HMOs that
would operate jointly with Secure
Horizons, the spokeswoman said.

While Mr. Schub said he is "hope-
ful" and "optimistic" the federal gov-
emment eventually will raise the 2%
rate increase cap imposed on m6st
Medicare HMOs by the 1997 Bal-
anced Budget Act, PacifiCare's confi-

Continued on nart page
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dence in the market is based on oper-
ating under the current rate cap.

One of the largest employers in the
nation is just as confident.

i m very optimistic" about the
Medicare HMO program, said Maria
Lyzen, manager of managed care
plans-Medicare for General Motors
Corp. in Detroit. "The good plans
have hung in there, and they will.
They're in for the long haul."

GM has about 200,000 to 220,000

Medicare-eligible retirees, and 20%
to 25% are enrolled in Medicare
HMOs.

Ms. L>gen said no GM retirees lost
HMO coverage due to the pullouts
because GM always contracts with
more than one Medicare HMO in ev-

ery county in which it offers the cov-
erage.

The average large national em-
ployer has Medicare HMOs available
to about 80% of its retirees, said

Joseph Martingale, a principal at
Towers Perrin in New York. Most

Medicare-eligible retirees in Califor-
nia, Arizona, Florida, New York, the
Northeast, the Midwest and the
Southeast have several HMOs from

which to choose, he noted, and this
scenario likely will continue. "In ma-
jor metropolitan areas all across the
country, the Medicare HMOs are
competitively pursuing business," he
said.

"For the near term and mid-term,
there's no hesitancy by HMOs to be
in the markets which they're in," he
said. However, the pullouts sent "a
terrible signal to the whole commu-
nity of benefits people and retirees
that there's trouble in Paradise."

Although most Medicare-eligible
retirees were able to find new HMOs

to replace providers who pulled out,
there were other consequences.

Employers have been inundated
with questions about the pullouts
and cutbacks, noted Mary Harrison,
regional director for the MEDSTAT
Group Inc. in Stamford, Conn. "The
retirees simply have the time to call,"
she said. "They're confused and they
call, and those calls last longer. It's a
big headache" for employers.

Employers also have the hassle of
notifying retirees about the pullouts
and other options, as well as en-
rolling the retirees in other plans,
added Rich Stover, a principal at
Buck Consultants Inc. in Secaucus,
N.J.

Tom Broderick, manager of bene-
fit administration for Bethlehem

Steel Corp., said only a small number
of the company's retirees were affect-
ed by HMO pullouts in the Baltimore
area, and most of those retirees will
switch to other Medicare HMOs. But

the pullouts have "shaken their con-
fidence in the system," he said. The
Bethlehem, Pa.-based steelmaker has
70,000 Medicare-eligible retirees.
About 21% are in Medicare HMOs.

Bethlehem Steel had to reissue

open enrollment data to about 11,000
retirees because one HMO gave in-
correct information on its service

area. "We've had a great deal of is-
sues in trying to serve this group be-
cause of all the confusion," Mr. Brod-
erick said. "It's caused a real strain
on us to handle all the calls."

The effects of the pullouts go be-
yond the actual number of people
who lost coverage, agreed Bruce Tay-
lor, director of health care for GTE
Corp. in Irving, Texas. "We're con-
cerned that this pullout undermines
some already-fragile acceptance of
managed health care," he said.

Furthermore, "we want our em-
ployees and retirees to have access to
continuous health care as an employ-
ee, as a pre-Medicare retiree and as a
Medicare retiree," he stated. It makes
no sense for employees to work for
GTE for many years and then, when
they become eligible for Medicare,
not be able to receive health care

from the same managed care plan, he
said.

GTE has about 91,000 active em-

ployees, 70% of who are in HMOs. Of
some 60,000 retirees, about 36,000
are eligible for Medicare. Mr. Taylor
declined to say how many of those
retirees are in Medicare HMOs.

"I have to make sure the OVIedicare
HI\(IO) market is there for that 70%
(of active employees) when they re-
tire," Mr. Taylor said. "They're going
to expect continuity of services.
That's the essence" of the issue, he
said.

One HMO with reservations about

the program is United HealthCare
Corp. of Minnetonka, Minn.

"There's no question that we
would like to stay in the market,"
said Dr. Lee N Newcomer, chief
medical officer of United Health-

Care. "How much we can stay in the
market really depends on HCFA and

./:

if

Congress" changing the 2% rate in-
crease cap. If the cap continues for
many years, "you'll continue to see
some shrinkage in counties (served),"
he predicted, adding that rural and
areas with medium-sized popula-
tions will be most at risk.

This year, United HealthCare
pulled out of 86 of the 206 counties in
which it had provided a Medicare
program. As of Jan. 1, the provider
will have 381,000 members in Medi-
care HMOs, down from 440,000 this
year before the pullout. United
HealthCare has about 6 million HMO
members total.

Meanwhile, United HealthCare is
developing a Medicare preferred
provider organization. Dr. Newcom-
er said he does not know when a pro-
posal for the PPO will be ready for
submission to federal officials.

Dr. Newcomer said that before

pulling out of many more counties,

0£6667&666 1,83£47 UnCe, 1-#eC.enlUel- 19, 13VO / 10

the company first would cut benefits.
The "pharmacy benefit (would be)
the first benefit to be cut" because

"pharmacy is, by far and away, the
most expensive benefit that we
have," he stated. One way to reduce
the benefit would be to lower the an-

nual cap on prescription drug cover-
age, he said.

Other cost-cutting nneasures

HMOs might take include raising
members' premiums and copayments
and instituting pharmacy formula-
ries, PacifiCare's Mr. Schub said.

If managed care providers do insti-
tute these measures, short-term costs

for employers likely will increase,
several consultants warned.

For example, if employers current-
ly are paying HMO premiums for
their retirees, premium increases will
be an immediate additional expense,
Mr. Stover of Buck Consultants said.

In the long term, if there are not
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and independent broker, we

enough Medicare HMOs for retirees
to join, or if those options become far
less appealing, fewer retirees may opt
out of the employer-sponsored re-
tiree health care program, driving up
retiree health care costs. This see-

nario could have a significant impact
on Financial Accounting Standard
106 liabilities, Mr. Stover pointed
out.

The FAS 106 rule requires compa-
nies to enter on their balance sheets
liabilities for retiree health care costs.

However, experts agree that re-
tirees who already use Medicare
HMOs are not likely to abandon
thern.

Retirees love Medicare HMOs,
GM's Ms. Lyzen said.

At GM, less thanhalfof 1% of re-

tirees who join a Medicare HMO
leave that arrangement to return to
the company's indemnity plan, ac-
cording to Ms. Lyzen. rm
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Annual B/directory of employee benefit consultants
e Administrative

Management Group
3800 N. Wilke Road, Suite 250,
Arlington Heights, 111. 60004,
847-577-6000; fax: 847-870-9200ASA Inc.

270 Davidson Ave.,
Somerset, N.J. 08873

732-302-2100; fax: 732-271-2680
www.asabenefits.com

Benefit consuling since: 1984

Services: 92% of revenues fmm benefit consult-

ing

Retirement/savings plan consulting: In-
cludes plan design consulting, defined benefit
plan actuarial wo-k, pension Flan record keep-
ing, administration systems consulting, plan/
trust legal document drafting, plan administra-
tion consulting, irvestment manager selection
consulting, asse·jinvestment consulting, call
centers.

Welfare ptan consulting: Includes plan design
consulting, insurer/broker selection consulting, evah
uation of service providers, health care cost contain-
ment, call centers.

Benefit communications consulting: Includes
communications consulting; benefit statement,
booklet and audiovisual preparation.

Other services: Compensation consulting, actu-
adal and life insurance consulting.

Locations: Los Angeles; San Francisco;
Boca Raton, Fla.; Rolling Meadows, 111.,
Columbia, MI.; Closter and Somerset, N.J.;
New York; McLeansville, N.C.; Markham, On-
tario

Staff: 400 benefit consulting employees; 340
professionals, including 25 FSAs, 29 ASAs, seven
CEBSs, three Ph.D.s, three CPAs, 14 attorneys, 35
EAs.

Compensation: By the project, on retainer, by
the hour.

Gross revenues: $101 million estimated from

worldwide benefit consulting in 1998 (99% from
U.S. locations); $70 million in 1997 (98.5% from
U.S.); $105 million estimated total worldwide 1998
revenues (99% from U.S.).

Officers: Michael J. Gulotta, presidenVCEO;
Beverly Landstrom, Frank Becker, senior vps;
James Hess, president-financial services; John J.
Gish, CFO.

Contact: Andrea Katz, director-markeang; 732-
271-2686.

CEBS
Do you have the right set of skills

to advance your career?

Are you recognized within your own
organization as a future leader?

Do you have the knowledge and confidence
to think strategically and help further the
business goals of your organization?

ince 1976, the Certified Employee Benefit
Specialist (CEBS) program has been the best

choice for educational achievement, peer recognition and
career advancement. With a comprehensive
cumculum, a strong academic partner in the
Wharton School of the University of Pennsylvania and a
national network of upwardly mobile graduates, CEBS
should be your first and only choice.
Here's why:

I CEBS helps you become a more important resource
within your organization.

Benefit consulting since: 1982.
Services: 90% of revenues from benefit consult-

ing

Retirement/savings plan consulting: 65% of
revenues. Includes plan design consulting, defined
benefit plan actuarial work, pension plan record
keeping, administration systems consulting, plan/
trust legal document drafting, plan administration
consulting, investment manager selection consult-
ing, asset/investment consulting, call centers, flexi-
ble benefits.

Welfare plan consulting: 10% of revenues. in-
cludes plan design consulting, insurer/broker selee-
tion consulting, evaluation of service providers,
health care cost containment, call centers, flexible
benefits.

Benefit communications consulting: 15% of
revenues. Includes communications consulting;
benefit statement and booklet preparation.

Other services: Claims administration.

Locations: Arlington Heights, Ill.

Staff: 100 total.

Clients: 500 total; 100% corporations. Minimum
size dient: 50 employees.

Compensation: By the project, on retainer, by
the houc senior consultant, $250; consultant, $150;
clerical, $50.

Gross revenues: $13 million estimated from

worldwide benefit consulting in 1998.
Officers: John Salajka, CEO; David Goldenberg,

CFO.

Contact: Mark Tucker, diredor-new business.

Arthur Andersen L.L.P.-

Human Capital Services
225 Peachtree St. N.E.,
Suite 1800, Atlanta, Ga. 30303;
404-589-4177; fax: 404-221-4400
www.arthurandersen.com

Benefit consulting since: 1975.
Parent: Arthur Andersen LL.P.

Services: 51% of revenues from benefit consult-

ing

Retirement/savings plan consulting: 75% of
revenues. Indudes plan design consulting, defined
benefit plan actuarial work, pension plan record

dk;*45*

CHOICE

UlOICE

I The CEBS credential sets you apart from the
rest of the field and will enable you to achieve
a level of expertise that's unsurpassed in the
benefits industry.

I Many employers prefer or require CEBS
certification for benefit positions because no
other designation is as widely recognized or
highly respected as CEBS.

• The ten CEBS courses are always relevant
and current.

I CEBS courses have been approved for continuing
professional education credit for insurance agents,
accountants, attorneys, financial planners and
enrolled actuaries.

• CEBS exams are available year-round on
computer, making them flexible and convenient for
busy professionals.

Call Todayt
(800) 449-CEMS (2327)

Fax: (414) 786-8630 , E-mail: cebsifebp.org

Mke th£ R* Cbw !
SBS]®(ertilied Employee Benefit Specialist® Program

/ Intemationol Foundation of Employee Benefit Plans
18700 W Bluemound Road • P.O. Box 1270 • Brookfield, Wl 53008-1270

Internet address: http://www.ifebp.org

keeping, administration systems consulting, plan/
trust legal document drafting, plan administration
consulting, investment manager selection consult
Ing, asset/investment consulting, risk managemenV
compliance reviews, litigation/enforcement support
independent fiduciary and related services, retire-
ment planning/investment education and assis-
tance.

Welfare plan consulting: 15% of revenues. In-
dudes plan design consulting, insurerkroker selec-
tion consulting, evaluation of service providers,
health care cost containment, cafeteria and flexible
benefit plans, retiree heal#i care.

Benefit communications consulting: 10% of
revenues. Includes communications consulting;
benem statement, booklet and audiovisual prepara-
tion.

Other services: Compensation consuming, gen-
eral management consulting, daims administration,
human resource strategy, structure and sourcing
assistance, human resource appraisal, international

mobility management.
Locations: 44 U.S.; 54 non-U.S.
Staff: 500 benefit consulting employees; 425

professionals, including FSAs, ASAs, CEBSs,
CPAs, attorneys, EAs, Ph.D.s.

Clients: 83% corporations, 2% multiemployer
plans, 5% government agencies/entities, 10% oth-
er, induding law firms and other third-party interme-
diaries.

Compensation: By the project, on retainer, by
the hour.

Gross revenues: $145 million estimated from

worldwide benefit consulting in 1998 (65% from
U.S. locations); $118 million in 1997 (60% from
U.S.); $285 million estimated total worldwide 1998
revenues (54% from U.S.).

Officers: Bruce Benesh, James Hatch, Kent

Klaus, James Ankelstein, Bob McAndrew, Duncan
Harwood.

Contact: Bruce M. Meyer.

Aon Consulting Worldwide
123 N. Wacker Drive,
Chicago, 111. 60606;
312-701-4800; fax: 312-701-2313
www.aonconsulting.com

Benefit consulting since: 1941.
Parent: Aon Corp.
Services: 83% of revenues from benefit consult-

ing.

Retirement/savings plan consulting: 49% ot
revenues. Indudes plan design consulting, defined
benefit plan actuadal work, pension plan record
keeping, administration systems consulting, plan/
trust legal document drafting, plan administration
consulting, investment manager selection consult-
ing, asset/investment consulting, call centers.

Welfare plan consulting: 30% of revenues. In-
cludes plan design consulting, insuredbroker selec-
tion consulting, evaluation of service providers,
health care cost containment, call centers, COBRA
record keeping.

Benefit communications consulting: 4% of
revenues. Includes communications consulting;
benefit statement, booklet and audiovisual prepara-
tion; structured technology consulting.

Other services: Compensation consulting, bro-
kering, general management consulting, daims ad-
ministration, human resources consulting, change
management consulting.

Locations: 71 U.S., 64 non-U.S.
Staff: 4,743 benefit consulting employees; 3,558

professionals, induding 130 FSAs, 220 ASAs, 135
CEBSs, 85 CLUs, 5 CPCUs, 43 Ph.D.s, 33 CPAs,
30 attorneys, 33 EAs, 2 M.D.s.

Compensation: By the project, commissions, on
retainer, by the hour.

Gross revenues: $520 million estimated from
worldwide benefit consulting in 1998 (58% from
U.S. locations); $470 million in 1997 (59% from
U.S.),$625 million estimated total worldwide 1998
revenues (65% from U.S.).

Officers: Daniel T. Cox, chairman-Aon Consult-
ing Worldwide; Donald C. Ingram, chairman-Aon
Consulting-Americas; Ron Amy, chairman-Aon
Consulting Ud-U.K., Jean-Pierre Provencher, chair-
man-Aon Consulting Inc.-Canada; David Jones,
president-Aon Consulting-Human Resources Con-
sulting Group.

Contact: Tom Ference.

BeneCom Associates LL.C.

152 Simsbury Road, P.O. Box 1423,
Avon, Conn. 06001-1423;
860-674-2626; fax: 860-674-2627
www.benecomassociates.com

Benelit consulting since: 1992.
Services: 100% of revenues from benefit con-

sulting.
Benefit communications consulting: 100% of

revenues. Includes communications consulting;
benefit statement, booklet and audiovisual prepara-
lion; intranet applications; enrollment kits; claim kits;
payroll inserts; summary plan descriptions; plan
documents; newsletters; i.d. cards; highlights
brochures.

Locations: Avon, Conn.; Chicago.
Staff: Ave professionals, induding one CEBS.
Clients: 90% corporations, 2% government

agencies/entities, 8% other.
Compensation: By the project
Gross revenues: $2.9 million estimated from

worldwide benefit consulting in 1998; $3.2 million in
1997; $2.9 million estimated total worldwide 1998
revenues. All revenues are from the United States.

Continued on page 18
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Conhnued from premous page Other services Brokenng Clients 100 total, 100% corporations Minimum no minimum Arthur Littmann, CFO, Vincent Gandolfo, senior
Locabons Cherry Hill, N J size dient 25 employees Compensation By the project, commissions, by managing director, Paul Brown, Connie Chiara

ONicers Wilham E Gnflin, Kay M Gnflin, pnnci- Staff· 20 benefit consult,ng employees, eight pro- Compensation By the project, on retainer, by the hour Contact Vincent Gandolfo
pals fessionals, Including one CEBS, one CLU, one the hour senior consultant, $300, consultant, $150, Gross revenues $327 million estimated from

Contact Susie Mullins or Ed Owens, 860-674- CPA, one EA dencal, $75 worldwide benefit consulting in 1998 (80% from
2626, Courtney Cosgrove, 847-969-9105 Clients 2,600 total, 86% corporations, 3% multi- Gross revenues: $48 million estimated from U S locations), $300 million in 1997 (75% from

employer plans, 10% MEV\,As, 1% Individuals Min- worldwide benefit consulting in 1998, $4 8 million in U S ), $332 million estlmated total worldwide 1998

Benefit Controls Cos. imum size dient one employee 1997 All revenues are from the United States revenues (80% from US)
Compensation By the project, on retainer, by Officers George Beram, Philip Brund, Joseph Officers Joseph A LoCicero, president/CEO,

910 E Washington St, the hour senior consultant, $250, consultant, $125, Macaulay, Theodore Huber, Art Berger Karl Lohwater, secretary, Gary Stephen, treasurer
Greenville, S C 29601, dencal, $75, accounting staff, $100 Contact George Beram Contact Ed Gadowski, marketing department,

864-242-9441,fax' 864-232-6655
Gross revenues. $2 million estimated from 500 Plaza Dnve, Secaucus, N J 07096-1533 Deloitte & Touche/Human

worldwide benefit consulting in 1998, $1 million in 'Netofoompensabon andgenee/managementcor Capital Advisory ServicesServices 70%of revenues from benefitconsult- 1997, $2 milhon estimated total worldmde 1998 rev- R.N. Blornquist sumng

Ing enues All revenues are from the United States 10 Westport Road,1 Oakbrook Terrace, Suite 812,
Retirement/savings plan consulting. 8% of Officers: JoAnn Massanova, pres, dent Cannen

revenues Includes plan design consulting, plan ad- LaVerghetta, vp Oakbrook Terrace, 111 60181, Wilton, Conn 06897-0820,
203-761-3000, 203-834-2246

ministration consulting, investment manager selec- Contact- Mark Moran, vp-sales, JoAnn Mas- 630-620-0200, fax 630-620-0324
www us deloitte com

tion consulang, asset/investment consulting sanova
Benefit consulting since 1960

Welfare plan consulting 60% of revenues In- Services· 100% of revenues from benefit con- Benefit consulting since 1978
cludes plan design consult,ng, insurer/broker selec- sumng Parent Delottte & Touche LLP
tion consulting, evaluation of serv,ce providers, Benefit Solutions Inc. Ret,rementisavings plan consulting 10% of Century Financial Services, Services 35% of revenues from benefit consult-
health care cost containment Vanderbilt Dnve, revenues Includes plan design consulting, defined Ing

Beneftt communications consulting 2% of Sands Point, N Y 11050, benefit plan actuanal work, plan/trust legal docu-
A Summit Global Partner

Retirement/savings plan consulting 24% of
revenues Indudes communications consulting

Other services Brokenng 516-944-0023, fax 516-944-0024 ment drafbng 185 N W Spanish River Blvd, revenues Includes plan design consulting, defined
Welfare plan consulting· 75% of revenues In-

Locations· Atlanta, Charlotte, Hickory and High Suite 170, Boca Raton, Fla 33431, benefit plan actuanal work, pension plan record
Benefit consulting since 1980 dudes plan design consulting,insurer/broker selec- keeping, administration systems consulting, plan/

Point, NC, Columbia and Greenville, SC Services 100% of revenues from beneht con- tion consulting, evaluation of service providers, 561-362-0111,fax 561-362-0133
trust legal document drafting, plan administration

Staff 32 benefit consulting employees, 26 pro- sulting health care cost containment, SOP 92-6 Benefit consulting since 1985 consulting, investment manager selection consult-
fessionals, including three CPCUs Retirement/savings plan consulting 15% of Benefit communications consulting 15% of Services 20% of revenues from benefit consult- Ing, call centers, retirement plan strategy, litigationClients 320 total, 94% corporations, 2% multi-

revenues revenues Includes booklet preparatton Ing support, ESOPs, operational reviews outsourcing,
employer plans, 2% individuals, 2% government Welfare plan consulting 85% of revenues Locations Oakbrook Terrace, 111 Retirement/savings plan consulting 2% of early retirement windows, personal financial plan-agencies/entities Staff Eight benefit consulting employees, five Staff Nine benefit consulting employees, five revenues Includes plan design consulting, planad- ning, FAS 106 and 112 requirements and compli-Compensation· By the project, commissions, on professionals professionals, induding one FSA and one CLU ministration consulting, investment manager selec- ance, valuations, financial statement disdosuresretalner, by the hour senior consultant, $200, Clients· 100 total, 95% corporations, 5% Indivick Clients· 50 total, 100% mult,employer plans
consultant, $175, dencal, $75 tion consulting Welfare plan consulting· 8% of revenues In-

uals Compensation By the proiect, on retalner, by
Gross revenues $36 million estimated from Welfare plan consulting 15% of revenues In- dudes plan design consulting, Insurer/broker selec-

Compensation By the project, on retalner. by the hour senior consultant, $205, consultant, $180, dudes plan design consumng, Insurer/broker selec- tion consulting, evaluation of service providers,worldwide benefit consulting In 1998, $32 million n the hour senior consultant,$250, consultant, $200 dencal, $55, communications spectalsts, $155
1997, $5 1 million estimated total worldwide 1998 lion consulting, evaluation of service providers, health care cost containment, call centers, man-

Gross revenues $900,000 estimated from Gross revenues $13 million estimated from health care cost containment.revenues All revenues are from the United States aged care consulting to purchasers and providers,
worldwide benefit consulting in 1998, $436,950 in worldwide benefit consulting In 1998 All revenues

Officers William A Gantt Jr , CEO, Douglas Benefit communications consulting 3% of health actuanal, cafetena and flex plans, pncing
1997 All revenues are from the United States are from the United States

Dellinger, Andrew Foster, Michael Hawkins, 1 Ed- revenues Includes communications consulting, strategies for providers, daims/utilization review au-
Officers. James W Barber, vp, Louise Officers· Jack A Diem, president Paul Hawkins, booklet preparationwin Icard, Carl Sharpe, Donald E Ward, Scott d,ts, network development, health reform strategy to

Klimuszko-president execubve vp, Kurt Starbuck, vp
Gantt, branch presidents Other services: Brokenng purchasers and providers, performance audds

Contact· James W Barber Contact· Paul Hawkins
Contact T Matthew Gantt, vp-mameting

Locations Boca Raton, Ra Benefit communications consulting 3% of
Staff Seven benefit consulting employees, four revenues Includes communications consulting,

George Beram & Co. Inc. T.E. Brennan Co.
professionals benefit statement, booklet and audiovisual prepara-

Benefit Dynamics Inc. Clients 90% corporations, 10% individuals Min- hon, communications audits, customized computer

233 Needham St, 330 E Kilboum Ave, Suite 750, imum size client one employee communications, diagnostic surveys/focus groups,
8 Renaldo Terrace,

Newton, Mass 02464, Milwaukee, Wis 53202, Compensation· By the project, commissions, on interactive voice response systems, mult,med,a, In-
Cherry Hill, N J 08034; 617-965-1200, fax 617-964-1160 414-271-2232, fax 414-271-0104

retalner, by the hour senior consultant, $150, temet/intranet solutions

609-616-1400, fax 609-616-1401 consultant, $115, dencal, $75 Other services Compensation consulting, gen-

www benefitdynamics com Benefit consulting since 1975
www tebrennan com Gross revenues: $840,000 estimated from eral management consulting, human resources

Services 100% of revenues from benefit con- Benefit consulting since 1985 worldwide benefit consulting In 1998, $773,500 in strategles consulting, integrated health consulting,
Benefit consulting since 1978 sumng Services 45% of revenues from benefit consult-

1997 All revenues are from the United States insurance consulting, international assignment ser-
Services 99% of revenues from benefit consult- RetiremenVsavings plan consulting· 90% of Ing Officers Ron Reshetsky, president/CEO, Gary vices, financial counseling services

Ing revenues Includes plan design consumng, defined Retiremenosavings plan consulting: 5% of Moms, senior vp, Richard Leonard, senior vp-bene- Locations 50 US,38 non-U S

Retirement/savings plan consulting 45% of benef,t plan actuanal work, pension plan record revenues Indudes plan des,gn consumng fits, Ellen Segal, vp/corporate secretary, Mitchell Staff· 1,107 benefit consulting employees, 964

revenues Indudes plan design consumng, defined keeping, administration systems consulting, plan/ Welfare plan consulting. 29% of revenues In- McEwen, vp-benefits professionals, including FSAs, ASAs, CEBSs,
Contact Richard James Leonard CLUs, CPCUs, CPAs, attorneys, EAs, Ph D s,benefit plan actuanal work, pension plan record trust legal document drafting, plan administration dudes plan design consulting, insurer/broker selee

MDskeeping, administration systems consulting, Plan' consulting, Investment manager selection consult- tion consulting, evaluation of service providers,
trust legal document draft,ng, planadministration ing, assebinvestment consulting Compensation By the project, on retalner, by
consulting, Investment manager selection consult- healthcare cost containment. expert witness. con- Chicago Consulting the hourWelfare plan consulting 5% of revenues In- sultantoutsourang
ing, call centers, section 125/419 administration cludes plan des,gn consulting. insurer/broker selec- Benefit communications consulting: 11% of Actuaries L.L.C. Gross revenues $206 million estimated from

Welfare plan consulting: 37% of revenues In- bon consult«;, health care cost containment revenues Includes communications consulting,
worldwide benefit consulting in 1998 (84% from

216 S Jefferson St,cludes plan design consulting, insurer/broker selec- U S locations), $153 8 million In 1997 (84% fromBenefit communications consulting: 5% ot booklet preparation
on consulting, call centers revenues Includes communications consulting, Other services Compensation consulting, gen- Suite 600, Chicago, Ill 60661, U S), $5988 million estmated total worldwide 1998

Benefit communications consulting: 17% of benefit statement and booklet preparation eral management consulting, nsk management 312454-3222, fax 312-454-1213 revenues (71%from US)
revenues Includes communications consulting, Locations Newton, Mass consulhng www ccasite com Officers Ainar Aliala, national director, Bill
benefit statement, booklet and audiovisual prepara- Pot\In, associate national d,rector; Tim Phoenix,Staff: 45 benefit consulting employees, 15 pro- Staff· Six benem consumng employees, four pro-
von, interactive voice response system forall bene- fessionals, Induding two FSAs, six ASAs, one fessionals, induding two CEBS Benent consumng since 1991 employee benefit service line group leader, Richard
fits Services 85% of revenues from benefit consult- Kle,nert, pnncipal-in·charge (West region), RichardCEBS, one attorney, eight EAs Clients. 9310181,47% corporations, 33% govern-

ment agencles/entmes, 20% non-profit employers Ing Berens, pnncipal-In-charge (Med-Amenca), Susan
and associations Retirement/savings plan consulting 70% of Achenbach, pnnapal-In-charge (Great Lakes), Mike

revenues Includes plan design consulting, defined Fuccl and Rebecca Amoroso, pnncipals-in-charge

Explanation of terms in the directory Compensation: By the project, on retainer, by
the hour senior consultant, $185, consultant, $165, benefit plan actuanal work, plan admnistrallon cor> (Tn-state)

dencal, $75, expert witness, $250 plus $1,500 re- sulting, asset/liability forecasting, asset allocation Contact: Ainar Aijala, 2 World Financial Center,

The annual directory of em- ployees assigned to benefit con- tainer $1,500/day. plusexpensesforconferenceat-
studies New York, N Y 10281-1414, 21243&4705

tendance Welfare plan consulting· 15% of revenues In-
ployee benefit consultants lists sulting, the number of professional Gross revenues $900,000 estimated from dudes plan design consulting. health care cost con-

companies' responses to a Bust- members and the professional worldwide benelit consumng,n 1998, $856,000,n tainment, actuanal valuations for post-retirement Digital Horizons Inc. (DHI)
ness insurance questionnaire. designations held by these em- 1997, $2 milhon est,matedtotal worldwide 1998 rev- wellare plans

Other services: Software development Pension
Four Seagate Building,

enues All revenues are from the United StatesThe directory Is published as an ployees Fifth Floor, Toledo, Ohio 43604,
Officers· Arvid R Tillmar, chairman/CEO, Benefit Guaranty Corp premium audits

editorial service; there is no charge The total number of clients in Thomas E Gold, president Staff 33 benefit consulting employees, 29 pro- 800-733-8228 or 419-244-9936,
fesslonals, Induding nine FSAs, five ASAs, six EAs fax 419-249-7220to be included However, compa- 1997 ts prov,ded along with a Contact. Arwj R Tillmar

Clients: 60 total, 100% corporations
nies must generate at least breakout by type of client, Includ-

www dhiweb com
Compensation: By the project, by the hour se-

$500,000 of their gross revenues ing corporations, mult,employer nior consultant, $250 to $350, consultant, $140 to Benefit consulting since. 1989
Buck Consultants Inc. $275, dencal, $60 Services· 90% of revenues from benefit consult-from benefit consulting. Compa- plans (pension or welfare plans

nies that did not report estimated Jointly run by employers in the 1 Pennsylvania Plaza, Gross revenues*. $6 million estimated from Ing

New York, N.Y 10119-4798, worldwide benefit consulting in 1998, $42 million in Retirement/savings plan consulting 10% of
1998 gross revenues from benefit same industry and a labor union)

212-330-1000, fax 212-695-4184
1997, $7 million estimated total worldwide 1998 rev- revenues Includes pension plan record keeping.

consulting were not included in the and multiple employer welfare ar- enues All revenues are from the United States administration systems consulting, call centers, in-

directory rangements, or MEWAs (welfare
www buckconsultants com Officers Thomas S Teny, president, James G teractive voice response/Internet self-service Infor-

Peard, Harold S Cooper, lina F Hilko, pnncipals mation, on-premise and call centers/service bureau
8/ defines benefit consulting as plans covering a group of unre- Benefit consumng since 1916

Contact. Thomas S Terry Welfare plan consulting: 40% of revenues In-

prov,d,ng adv,ce on benefit issues lated employers, usually small
Parent Mellon Bank Corp

* All revenue figures are estimated dudes call centers, IVR/Internet self-service infor-
Services 100%*of revenues from benefit con- mation, on-premise and call centers/service bureau

on a fee-for-service basis Benefit firms or individuals) sumng Benefit communications consulting 40% of
consulting does not include health Methods of billing are listed un- Retirement/savings plan consulting Indudes Frank Crystal Benefits revenues Includes communications consulting, 1

plan design consulting, defined benefit plan actuan-
care and other claims ad- der compensation Information on benefit statement preparation, IVR/Internet self-ser- al woR, pension plan record keeping, administration 40 Broad St,
ministration, compensation con- gross revenues Includes· estimat-

vice solutions
systems consulting, plan/trust legal document draft- New York, N Y 10004,

Otherservices Production of CD-ROM fortrain- sulting, general consulting unrelat- ed 1998 benefit consulting gross ing, plan adminstration consulbng,investment man- 212-504-5851; fax 212-269-6612 ing, education and promotions

ed to benefits or brokering insur- revenues,1997 benefit consulting ager selection consulting, asset/investment consult- www fcrystal com Locations Toledo, Ohio
ing, call centers, retirement and financial planning Staff Two benefit consulting employees,both 1ance revenues, estimated 1998 world- seminars, employee education, executive benefits Benefit consulting s,nce 1982 professionals

Listings begin with the year ben- wide gross revenues, and the per- consultlng. outsourcing/reengineering intemational Parent· Frank Crystal & Co Inc Clients· 24 total, 100% corporations Minimum ,
efit consulting began and parent centage of each generated from benefit consulting, mergers/acquisition/divestiture Services 85% of revenues from benefit consult- size dient. 1,000 employees

transactions, forecasting and planning, strategic Ing
company, tf any U S offices Compensation. By the project, per member per

planning, hybnd plan consulting Retirement/savings plan consulting. 2% of month fees
The services section lists the Names and titles of principal of- Welfare plan consulting Includes plan design revenues Indudes plan design consulbng, plan ad- Gross revenues $15 million estimated from

percentage of gross revenues the ficers and the name of a contact consumng.insurer/brokerselecoon consumng, evak ministratton consumng woridwide benefit consulting in 1998, $1 million in
company derives from benefit con- complete the listings uation of se,vice providers, health care cost contain- Welfare plan consulting 80% of revenues In- 1997, $17 million estimated total worldwide 1998

ment, call centers, evaluation of post-retirement/ dudes plan design consumng, insurer/broker selec- revenues All revenues are from the United Statessulting This figure is broken down Although every effort is made to post-employment liabilities, managed care consult- tion consulting, evaluation of service providers, Officers Tedd Long, chairman, Greg Hussey,
into the percentage of gross rev- publish complete and accurate list- Ing. flexible benems, group actuanal, workers corn- health care cost contamment, caJI centers president, Tim Schmidt, COO/executive vp. Mark
enues generated from retirement ings, 8/ is unable to verify all pensation, dependent careconsulmng, employee fo- Benefit communications consulting. 3% of Kneper, vpoperations

cus groups, health care provider consumng, welfare revenues Indudes communications consumng Contact· Tedd Longand savings plan consulting, information provided plan administrationoutsourcing Other services Brokenng, executive benefits
welfare plan consulting and em- The following are the full profes- Benefit communications consulting· Indudes consulting

ployee benefit communications sional designations for those ab. communications consulting, benefit statement, Locations. San Francisco, Fort Lauderdale, Fla,
booklet and audiovisual preparation, interactive New York, Houstonconsulting Specific services pro- breviated under the staff heading communications (PC and voice), parhapant service Staff 31 benefit consulting employees, 23 pro-

vided In each area are listed. In FSA-Fellow, Society of Actuar- center, new media. fessionals, induding one CEBS, four CLUs

addition, non-benefit consulting ies, ASA-Associate, Society of Ac- Other services Compensation consulting, gen- Clients 600 total, 90% corporations, 10% non-
eral management consulting profit organizations, partnerships Minimum sizeservices are detailed under other tuanes, CEBS-Certified Employee Empire ProfessionalLocations 29 US,28 non-U S d,ent 10 employees

services Benefit Specialist, CLU-Chartered Staff 3,171 benefit consumng employees, 2,761 Compensation· By the project, commissions, on Services Inc.
Next are the locations of U S Life Underwriter; CPCU-Chartered professionals, including 82 FSAs, 131 ASAs, 43 retainer

CEBSs, 10 CLUs, 14 Ph D s, 16 CPAs, 47 attor-
77 Sully's Trail,

and non-U S offices conducting Property/Casualty Underwriter, Gross revenues $6 million estimated from

neys, 169 EAs worldwide benefit consulting In 1998, $5 million In Pmsford, N Y 14534,
benefit consulting Staff Infor- CPA-Certified Public Accountant, Clients· 5,000total, 80% corporations, 20% oth- 1997, $7 million estimated total worldwide 1998 rev- 716-264-4400; fax 716-264-4450
mation Includes the number of em- EA-Enrolled Actuary er, induding non-profit organizations, govemmen- enues All revenues are from the United States

tals and multiemployer plans Minimum size client· Officers: James W Crystal, chairman/CEO, Continued on next page
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Contmued from previous page resource services, Jim Bosserman, national diree Ph D and one CPA booklet and audiovisual preparation, employee lis- Benefit communications consulting 40% of

tor-human resource consulting, Linda Watson, na- Clients 400 total, 85% corporations, 2% multi- tening services revenues Includes communications consulting,
Benefit consulting since 1974 tional director-global employee solutions, Bob Gar- employer plans, 4% MEWAs, 9% government Other services· Compensation consulting, orga- benefit statement, booklet and audiovisual prepara-
Parent. Blue Cross & Blue Shield of the ner, national director-personal financial planning agencies/entities nizational effectiveness tion, interactive voice response software, Web/Inter·

Rochester Area Compensation· By the project, commissions, on Locations. 29 US,42 non-U S net software oonsumng
Services 73% of revenues from benefit consult- retainer, by the hour senior consultant, $230,

Compensation Bythe project, by the hour Other services: Brokenng, general manage-
Ing consultant, $185, dencal, $60 Gross revenues. $765 million estimated from ment consulting, claims administration, software

Retirement/savings plan consulting· 44% of 0 Gross revenues. $49 million estimated from
worldwidebeneht consulting in 1998(95 5% from systems salesrevenues Includes plan design consulting, defined worldwide benefit consulbng in 1998, $4 1 million in

benefit plan actuanal work, pension plan record 1997, $79 million estimated total worldwide 1998
U S locations), $624 million In 1997 (96 2% from Locations Birmingham, Ala, Los Angeles,

keeping, administration systems consulting, plan/ revenues All revenues are from the United States U S ), $880 million estimated total worldwide 1998 Palm Coast, Fla, Boston, Provo and Salt Lake City,

trust legal document drafting, plan administration Findley Davies Inc. Officers Robert N Morehead, area president,
revenues (934% from US) Utah, Sydney, Australia

consulbng, investment manager selection consult- Mark E Hogan, area executive vp, Jane M Gruhl, Officers. Dale L Gifford, chief executive, Gerry Clients· 600 total Minimum size client five em-
300 Madison Ave, Suite 1000,ing, call centers, FAS 106 consulting David F Uppinghouse, Robert Kauffman, area vps 1 Wilson, Tom L Schm,tz, Sandy Cook, Dan J Hot ployees

Welfare plan consulting· 26% of revenues In- Toledo, Ohio 43604-1596, land, office of chief execubve Compensabon. Bythe project, commissions, on
cludes plan design consulting insurer/broker sel* 419-255-1360; fax. 419-259-5685, retainer, by the hour senior consultant, $180,

tion consulting, evaluation of service providers, www findleydav,es com Human Resources consultant, $105, dencal, $35
health care cost containment call centers Gross revenues: $57 million estimated from

Benefit communications consulting 3% of Benefitconsulting since 1969 Consulting Group Inc. worldwide benefit consulting in 1998 (95% from
revenues Includes communications consulting, Services 50% of revenues from benefit consult-

1202 E Dover, US locations), $53 million in 1997 (95% from
booklet and audiovisual preparation, cafetena plan Ing
enrollments Retirement/savings plan consulting. 30% of Provo, Utah 84604, U S ), $65 million estimated total worldwide 1998

HCC Employee Benefits Inc. revenues (95% from US)
Other services Flexible spending account revenues Includes plan design consulting, defined 801-765-4417, fax' 801-765-4418

daims administratton, cafetena plan administration, benefit plan actuanal work, pension plan record 5555 San Felipe, Suite 1100, Officers: Richard D Pelton, CEO, R Richard

COBRA/HIPAA administration keeping, administration systems consulting, plain/ Benefit consulting since. 1981
Houston, Texas 77056,

Packham, senior vp, Bill Wunderlich, vp, Rob J

Locations Pittsford, N Y trust legal document drafting, plan administration Services 80% of revenues from benefit Thurston, vp-marketing, R Brent Dudley, manage-

Staff 31 benefit consulting employees, 26 pro- consulting, investment manager selection consult-
713-622-8930, fax 713-622-6705 consumng ment information systems

fessionals, including one FSA, one ASA, one Ing Benelit consulting since 1979 Ret,remenVsavings plan consulting. 15% of Contact Rob J Thurston

CEBS, three EAs Welfare plan consulting 15% of revenues In- Parent HCC Insurance Holdings Inc revenues Includes plan design consulttng, adminis-
Clients 1,055 total, 98% corporations, 1% mum- dudes plan design consulting, insurer/broker selec- tration systems consulting, plan/trust legal docu-

Services 50% of revenues from benefit consult- Continued on next page
employer plans, 1% government agenctes/entities lion consulting, evaluation of servtce providers, ment drafting, plan administration consulting, invest-

Ing
Minimum size client one employee health care cost containment, dalm audits ment manager selection consulting, call centers,

Compensation By the project, on retainer, by Benefit communications consulting. 5% of Ret,remenVsavings plan consulting. 20% of IVA software, Web/Internet software consulting
the hour senior consultant, $150, consultant, $100, revenues Includes communications consulting,

revenues Includes plan design consulting, defined
Welfare plan consulting· 25% of revenues In- The top 10 U S consultants appears

dencal, $30, actuary, $175 benefit statement, booklet and audiovisual prepara-
benelit plan actuanal work, pension plan record dudes plan design consulting, insurer/broker selec- on page 4

Gross revenues $26 million estimated from tion, focus groups, amtude surveys keeping, administration systems consulting, plan
tion consulting, evaluation of service providers,

administration consulting, investment manager
worldwide benefit consulting in 1998, $2 million In Other servicesi Compensat,on consulting, gen- healthcare cost contalnment, call centers

1997, $36 million estimated total worldwide 1998 eral management consulting, claims administration, selection consumng, call centers

revenues All revenues are from the United States actuanal planning retirement plan, recordkeeping Welfare plan consulting 25% of revenues In-

Officers Gus A Platas, vp/general manager; Locations Charlotte, NC, Cleveland cludes plan design consulting, insurer/broker selec-

Paula Maron, director-retirement plan services, Staff· 47 benefit consulting employees, 34 pro- tion consulting, evaluation of service providers, V ..0: ... I.- -

Charles Mclaughlin, director-actuanal services, fessionals, induding one FSA, two ASAs, two CEB- health care cost containment, call centers
Ss, one CLU, live CPAs, four attorneys Benefit communications consulting 5% of 1, 14,

t
1

/,t >

Karen Nicholson, director-benefits administration

Contact Gus A Platas Clients· 700 total, 95% corporations, 5% govern- revenues Includes communications consulting,
ment agencies/entities benefit statement, booklet and audiovisual prepara- Istyour insurerta..Compensation By the project, by the hour tion

The Epler Co. Gross revenues $46 million estimated from Other services Compensation consulting, bro-
worldwide benefit consulting in 1998, $5 million in kenng

450 B St, Suite 750, 1997, $92 million estimated total worldwide 1998 Staff· 55 benefit consulting employees, 40 pro '. ...

San Diego, Calif 92101, revenues All revenues are from the United States
'61 *

.

fessionals, including one FSA, two ASAs, two CEB-

619-239-0831, fax 619-239-0807 Officers Robert Rogers, Marc Stockwell, Bnan Ss, three CLUs, one Ph D, one attorney, three EAs
Hubbell, Scott Hamner, Gary Thieman, sharehold- Clients· 100 total, 95% corporations, 5% govern-www eplercompany com
ers ment agencies/entmes Minimum size client 100 I -

Benefit consulting since 1971 Contact Gary Thleman MEMBER»-
I .

employees
Services· 85% of revenues from benefit consult- Compensation Bythe project, commissions, on ..Ce : 9 -:©.. ' 4 .f.:Cts

Ing retainer, by the hour senior consultant, $250,Ret,remenusavings plan consulting 75% of Fringe Benefits consultant, $175, dencal, $50

revenues Indudes plan design consult,ng, defined Management Co. ip-1..
Gross revenues. $76 miltion est,mated from

benefit plan actuanal work, pension plan record
1720 S Gadsden St, worldwide benefR consulting in 1998, $15 1 million ...6... :

keeping, plarVIrust legal document drafting: plan ad- estimated total worldwide 1998 revenues All rev-
ministration consulting investment manager selec- Tallahassee, Fla 32302-5547, ...ill.-Il-enues are from the United States
tion consulting 850-425-6200, fax 850-425-6220,

Officers· larry Kachler, CEO, Jim Stone, man-
Welfare plan consulting. 5% of revenues In- fbmc-benefits com

dudes plan design consulting,insurer/broker selec- aging director

tion consulting, evaluation of service providers, Benefit consulting since 1976 Contact Phil Peters

health care cost containment Services 4625% of revenues from benefit con- NATIONAL.'INS.ORANCE.t.RIME«BUREA
Benefit communications consulting· 5% of sulting , 2 <

revenues Includes communications consulting, Retirement/savings plan consulting 5% of Hewitt Associates L.L.C.
benefit statement, booklet and audiovisual prepara- revenues Indudes plan design consulting, pension 100 Half Day Road,

6 -' f I

bon plan record keeping, administration systems con-
uncolnshire, Ill 60069,

Other services: Compensation consulting, be- sulting, drafting, plan administration consulting, In-
vestnent manager selection consulting, oompliance 847-295-5000, fax 847-883-9019kenng

Locations San Diego audits, communication/education services, 401(K) www hewm com -

Staff 17 benefit consulting employees, 14 pro- administration, tax-shettered annuity administration <J-
---

fessionals, induding two FSAs, one EA Welfare plan consulting 3625% of revenues
Benelit consulting since 1940 Find out by calling:

Clients 40% corporations, 60% government Indudes plan design consulting,insurer/broker se- Services 87% of revenues from benefit consult-

agenciesentities Minimum size client 25 employ- lection consumng, beneR planadministration, com- Ing
ees mon remitter service, payroll deduction manage- Ret,remenVsavings plan consulting Indudes 11800) .44*6282 2

Compensation By the project, by the hour se- ment for,nsurance deduchons and for 403(b) TSA plan design consulting. defined benefit plan actuan-
n,or consultant, $125 to $200, consultant, $50 to Benefit communications consulting 5% of alwork, pension plan record keeping, administration

.
./

$100, dencal,$4010$60 revenues Includes communications consulting, systems consulting, plautrust legal document draft- /.%

Gross revenues $14 million estimated from benefit statement, booklet and audiovisuaJ prepara- Ing. planadministration consumng. investment man-
worldwide beneht consulting in 1998, $1 6 million tion, interactive voice response enrollments, multi- ager selection consulting, asset/investment consult- : ' NEitiant,1-Insartinte,32[im* B,ljidau
estimated total worldwide 1998 revenues media (laptop) enrollments ing, partlapant services 10330.S. Roberts Rd r.

Officers· Jane Barry, CEO/president, Lin Ball, Other services Brokenng, claims administra- Welfare plan consulting Includes plan design

vp, Lou Filliger, vp/senior actuary tion consumng, insurer/broker selection consulbng, eval- < .PPIRs !41*.111 60465 „Contact Jane Barry or Lin Ball Locations Tallahassee, Fla uation of service providers, health care cost contain- "

Staff: 160 benefit consulting employees, four ment .:,-www.nicID.org -· .professionals, Induding one CLU, three anomeys Benefit communications consulting· Includes
Clients 40 total, 25

-

Ernst & Young L.L.P.-Human % corporations. 97 5% gov- communications consulting, benefit statement,
emment agencies/entmes Minimum size dlent 500

Resource Services employees

1225 Connecticut Ave. NW, Compensation· By the project.

Washington, D C 20036,
Gross revenues. $66 million estimated from

202-327-6000, fax 202-327-6714
worldwide benefit consultng in 1998, $65 million in
1997, $142 million estimated total worldwide 1998

www eyi com revenues All revenues are from the United States . . rl,O 19& * 0Officers Lorraine Ritch, president, Mike Shen-
Benefit consultingsince. 1987 dan, chairman, Agnes McMurray, senior vp, William
Services 80% of revenues from benem consult-

Bischoff, vp/general counsel, Debra Tougas,
Ing vp/comptroller

RetiremenVsavings plan consulting· Indudes

al work pension plan record keeping, admintstration

Contact Darryl Beacher, marketing manager
plan design consulting defined benefit plan actuan-

systems consulhng, pla,Vtrust legal document draft-
ing, plan administration consulting, Investment man-
ager selechon consultng, asset/investment oonsult-
ing, call centers, compliance reviews, transactional-

related due diligence and past merger integration,
expatnate services, administrative process improve-

4
ment, vendor selection Gallagher Byerly Inc.

Welfare plan consuHing. Indudes plan design
consulbng, insurer/brokerselechon consult,ng, eval- 7600 E Orchard Road, Suite 250-S,

uation of service providers, health care cost contairv Englewood, Colo 80111,
ment, call centers, managed disability, time loss 303-220-7575, fax 303-220-7010,
management www aig com 0

Benem communications consulting: Includes
communications consulting, benefit statement, Benefit consulting since 1959

a

booklet and audiovisual preparation, financtal edu- Parent Arthur J Gallagher & Co e

cation for large employee groups, executive finan- Services. 62% of revenues from benefit consult-

cial planning, call centers Ing

Other services Compensahon consulting, gen- Welfare plan consulting: 50% of revenues In-

eral management consulting, human resources dudes plan design consulting. insurer/broker selec- With over 4000 users, TravisCobra
consulting tion consulting, evaluation of service providers, call

000
Locations 33 US,34 non-U S centers, compliance services for Windows is the most widely-used 000 Travis Software 
Staff· 850 beneft consulting employees, all pro- Benefit communications consulting: 12% of

fessionals revenues Includes communications consulting, COBRA/ HIPAA software for
000 Advanced Bend: SoBware 

Clients: 90% corporations, 10% ind,Aduals benefit statement, booklet and audiovisual prepara-
Compensation· By the project, on retalner, by tion administrators. Call for a FREE

the hour Other services Compensabon consulting, bro-
Gross revenues $160 million estimated from kenng, general management consumng, dams ad- demonstration version of TravisCobra 800521-5409

worldwide benefit consulting In 1998 (60% from ministration, customer service, flexible spending,
U S locations), $108 million in 1997(61% from COBRAadministration, premiumadministration or our TravisRex software system. www. travisoft. com
U S ), $204 million estimated total worldwide 1998 Locations: Baton Rouge and Metaine, La.
revenues (60% from US) Staff- 34 benefit consulting employees, 19 pro-

Officers. Dave Kautter, national director-human fessionals, including 11 CEBSs, three CLUs, one
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Continued from previous page Compensation By the project, by the hour se- Mahoney & Associates Milliman & Robertson Inc. Gross revenues $4 million estimated from
ntor consultant, $200 to $250, consultant, $125 to worldwide benefit consulting in 1998, $3 million in
$200 1 Monarch Place, Suite 1840, 1301 Fifth Ave, Suite 3800, 1997, $10 million estimated total worldwide 1998

@
Gross revenues $12 million estimated from SpnngfleId, Mass 01144, Seattle, Wash 98101-1380, revenues. All revenues are from the United States

worldwide benefit consulting In 1998, $897,000 in 413-788-7303, fax 413-781-0701 206-624-7940, fax 206-340·1380 Officers Mark Tiemey, CEO, Mike Bingham,
1997, $1 2 million estimated total worldwide 1998 president Barb Seykora, COO, Scott Halstead,Benefit consulting since 1975 www milliman com
revenues All revenues are from the United States CFO, Donald Lightfoot, CMO

Officers Gary B Kushner Services 70% of revenues from benefit consult-
Benefitconsulting since 1947 Contact Mike Bingham

Keenan & Associates Ing Services 30% of revenues from benefit consult-
Retirement/savings plan consulting. 5% of

2355 Crenshaw Blvd., Suite 200, revenues Includes plan design consumng, defined
ing

Retirement/savings plan consulting 27% of NORACS
Torrance, Calif 90501-3395,

revenues Indudes plan design consulting, defined
310-212-3344, fax 310-212-0354, sulting, investment manager select,on consulting, BCI Group, 211 E Franklin St,benefit plan actuanal work, pension plan recordasset/investment consultingkeenanassoc com

benefit plan actuanal work, plan administration con-

keeping, administration systems consulting, plan/ Appleton, Wis 54911,
Welfare plan consulting· 60% of revenues In- trust legal document drafting, plan administration 920-734-0144, fax 920-734-9180

Benefit consulting since: 1972 dudes plan design consult,ng, insurer/brokerselec- consulting, investment manager selection consult- www noracs.orgServices. 30% of revenues from benefit consult- lion consulting, evaluation of service providers, Ing, assevinvestment consulting, call centers
Ing Lockton Benefit Co. health care cost containment.

Welfare plan consulting 2% of revenues In- Parent Compnsed of numerous fimls
Welfare plan consulting· 30% of revenues In- 7400 State Line Road,

Benefit communications consulting: 5% of
dudes plan design consulting,Insurer/broker selec- Services· 85% of revenues from benefit consult-

cludes plan design consulting, insurer/broker seleo revenues Includes communications consulbng
Praine Village, Kan 66208; tion consulting, evaluation of service providers, Ing

tion consulting, evaluation of service providers, Other services Compensation consulting, bro- Retirement/savings plan consulting. 70% ofhealth care cost containment, call centers
health care cost contanment 913676-9000, fax· 913476-9180 kenng, We insurance (C(Dll) Benefit communications consulting 1% of revenues Includes plan design consulting, defined

Other services Brokenng, claims administra- lockton com Locations· Fort Lauderdale, Fla, Spnngfield,
revenues Includes communications consulting, benefit plan actuanal work, pension plan record

hon, adjust,ng, nsk management, managed care, ir, Mass
benefit statement, booklet and audiovisual prepara- keeping, administration systems consulting, plan/

surance pool administration, eligibility services Benefit consulting since 1987 Staff 16 benefit consulting employees, 11 pro- tion trust legal document drafting, plan administration
Locations· Campbell, Fresno, Irvine, Oakland, Parent Lockton Cos Inc fessionals, including one ASA, two CEBSs, one Other services Compensation consulting, gen. consulting, investment manager selection consult-Riverside, Sacramento, San Diego and Westlake Services. 90% of revenues from benefitoonsult- CLU, one CPA, one attorney

Village, Calif
eral management consulting, dalms administration ing, asset/investment consulting

ing Clients 125 total, 100% corporations Minimum
Locations Phoenix, Irvine, Los Angeles, San Welfare plan consulting 10% of revenues In-

Stafl. 122 benefit consulting employees, 80 pro- Welfare plan consulting 80% of revenues In- sizedient 25 employees Diego and San Francisco, Calif , Denver Hartford, cludes plan des,gn consulting. insurer/broker selec-fessonals, induding fve CEBSs, seven CLUs, e,ght cludes plan design consumng,Insurer/brokerselec- Compensallon·Bytheproject commIssions, on
Conn, Washington, Tampa, Aa, Alanta, Chicago, tion consulting, evaluation of service providers,

CPCUs, four Ph D s, one CPA, three attorneys lion consulting, evaluation of sennce providers, retainer, by the hour senior consultant, $175, Indianapolm, Ponland, Maine, Boston, Minneapolis, health care cost containment, call centers
Clients 7% corporations, 93% government health care cost containment, managed care plan- consultant,$150, dencal,$35, mutual agreement St Louis, Omaha, Neb, Albany, N Y, Portland, Benefit communications consulting 5% of

agencies/entibes ning, strategic plann,ng Gross revenues $18 million estimated from
Ore, Philadelphia, Dallas, Houston, Salt Lake City, revenues Includes communications consulting,

Compensation Bythe project, commissions, on Benefit communications consulting 10% of worldwide benefit consulttng in 1998, $1 7 million in Seattle, Milwaukee, Bermuda, Tokyo benefit statement, booklet and audiovisual prepara-
retainer, by the hour senior consultant, $200, revenues Indudes communications consulting 1997, $25 million estimated total worldwide 1998

Staff 482 benefit consulting employees, 158 bon
consultant, $160, dencal, $45 Other services· Brokenng, individual products/ revenues All revenues are from the United States

professionals, including 61 FSAs, 36 ASAs, four Other services Compensation consulting, bro-
Gross revenues $15 1 million estimated from services Officers William E Mahoney Jr, president; CEBSs, one Ph D , one CPA, three attorneys, nine kenng, general management consumng, daims ad-worldwide benefit consulting in 1998, $143 million Locations Los Angeles, Deniver Chicago, Dal- Martha L Mahoney, Lany W Brand, vps

EAs ministration, actuanal advice to insurance compa-
in 1997, $495 million estimated total worldwide las, Houston, Kansas City, Mo, St Louis Clients 5,000 total, 78% corporabons, 5% mum nies and expert test,mony1998 revenues All revenues are from the United Staff: 115 benem consulting employees. 82 pro-

employer plans, 5% government agencies/entlties, Locations 14 U S, nine Non-U S
States fessionals, Induding 12 (EBSs, three CLUs, twoat- MCNeary Insurance 12% MEWAs Staff 520 benefit consulting employees, 430

Officers John R Keenan, CEO/president, David tomeys
J De Wenter, execut,ve vp/COO, Ke,th R Pippard, Clients 90% corporations, 5% multiemployer Consulting Inc. Compensation· By the project, on retainer by professionals, including 50 FSAs, 70 ASAs, 10

CEBSs, five CLUs, 15 CPAs, 17 attorneys, 120the hour
CFO, Sean K Smith, president-schools plans, 5% government agencies/entmes 6525 Momson Blvd, Surte 200, Gross revenues· $67 million estimated from EAs

Contact Sean Smith Compensation Commissions, on retainer Charlotte, N C 28211, beneht consulting in 1998, $57 2 milhon In 1997, Clients 1,000 total, 80% corporations, 5% mum
Gross revenues $19 million estimated from 704-365-4150, fax 704-365-4155 (both revenues figures are from the United States) employer plans, 5% MEWAs, 5% governmentworldwide benefit consulting,n 1998, $9 million in

www mcneary.com $223 million estimated total worldwide 1998 rev- agencles/entmes, 5% multiple employer H&W
Kennedy Consulting Group 1997, $20 million estimated total worldwide 1998

enues trusts Minimum size client 50 employeesrevenues All revenues are from the United States Services 100% of revenues from benefit con-
Officers Robert L Collett, CEO, Daniel J Mc- Compensabon By the project, commissions, on1460 Renaissance Dnve, Suite 210, Officers Sam Reda, president-Lockton Benefit, sulting

Carthy, chairman, Bnan Pollack, secretary, William retainer, by the hour senior consultant, $225,
Park Ridge, 111 60068, Kansas City, Mo, Tom Dunning, CEO-Lockton/ Welfare plan consulting 95% of revenues In- Pedersen, controller John Clearman, CFO consultant, $150, dencal, $37 50
847-299-7000, fax 847-299-7071 Dunning, Dallas, Roger Lambom. president-Lock- dudes plan des,gn consulting, insurer/broker setec-

Contact Uoyd Robinson Gross revenues $60 million estimated from
ton/Dunning, Dallas, Bruce Samms, executive vp- tion consulting, evaluation of service providers, worldwide benefit consulting in 1998 (70% trom

Benefitconsulting since 1990 Lockton/Dunning, Dallas, Charles Caldwell, senior health care cost containment, flex plans, managed U S locations), $71 million estimated total world-
Parent. KCG Internabonal Inc vp-Lockton Los Angeles care consumng/nsk assessment management dis wide 1998 revenues (82% from US)
Services 100% of revenues from benefit con- Contact Mike Frost, COO-Lockton Cos Inc ability management, life/dental/v,sion insurance, Officers. Dennis J Long, chairman

sulung HMO analysts/negot,ations, direct provider contract Contact Barbara Lorenz
Welfare planconsulting· 100%of revenues In- negotiation, drug plan consulting -e

dudes plan design consulbng, Insurer/broker seleo Benefit communications consulting- 5% of
tion consulting, evaluation of service providers, revenues Includes communications consulting,

oferHI,TetZatIdN,nZ%ZZI benefit statement and booklet preparation, custom The NIA Group L.LC.
communications, training programs 66 Route 17, Paramus, N.J 07652,analysis, strategic planning Locations Charlotte, NC, Richmond, Va.

Staff Five benefit consulting employees, four MMC&P Spectrum Staft Eight benefK consulting employees, six 201-845-6600, fax 201-845-6152
professionals, including one CEBS, one CLU, one professionals, induding one CLU www magroup.corn
attomey Benefit Options Clients. 120 total, 65% corporations, 35% gov- O'Neill Finnegan & Jordan

Benefitconsulting since 1984Clients 70 total, 61% corporations, 6% mumem- Suite 1100,1 Gateway Center, emment agencies/entmes Parent NIA Group LTD 15 Broad St, Boston, Mass 02109,
ployer plans, 27% government agencies/entities, Compensation By the project, on retalner, by Services 30% of revenues from benefit consult- 617-523-2600, fax 617-523-5841,6% professionalassociallons Pmsburgh, Pa 15222-1416,

412-394-9330, fax. 412-39+9324
the hour senior consultant, $190, consultant,

Ing www.ofi comCompensation. By the project, on retainer, by $13750, dencal, $45
Retirement/savings plan consulting 7% ofthe hour senior consultant, $150 to $200, consul- www hrbs com Gross revenues: $13 million estimated from revenues Indudes plan design consumng, plan ad Benefit consumng since 1984

tant, $100 to $150
Benefit consulting since. 1979 worldwide benem consulting in 1998, $1 3 million in ministration consulting, Investment manager selec- Services· 100% of revenues from benefit con-

Gross revenues $650,000 estimated from 1997, $74 million estimated total worldwide 1998 tion consult,ng, asset/investment consumng sumng
worldwide benefit consulting in 1998, $700,000 in Services· 85% of revenues from benefit consult-

revenues All revenues are from the United States Welfare plan consulting. 21% of revenues In- Welfare plan consulting 100% of revenues in-
1997, $650,000 estimated total worldwide 1998 rev- Ing Ofticers. Wdliam D Yaeger. president, Carter dudes plan des,gn consulting, insurer/broker selec- dudes plan design consult,ng, insurer/broker seleo-
enues All revenues are from the United States Welfare plan consulting 75% of revenues In- Whitley, senior vp, Thomas Hodges. vp, Samuel tion consulting, evaluation of service providers, tion consulting, evaluation of service providers,

Officers James P Kennedy, pres,dent Thomas dudes plan design consumng, insurer/brokerselec- Booke Jr chaim,an, Lea Ann Kremer, CFO health care cost containment health care cost containment, flexible benefits, ide
J Dolatowski, vp tion consulting, evaluation of service providers, Contact Carter Whitley Benefit communications consulting 2% of insurance, disabillty, health care, tong.term care

Contact James P Kennedy health care cost containment, call centers
revenues Includes communications consulting, Locations San Jose, Calif, New York.

Benefit communications consulting. 10% of Staff 30 benefit consulting employees, 25 pro-beneftt statement, booklet preparabon
revenues Indudes communications consulting, IVR William M. Mercer Cos. L.L.C. Other services Compensation consult,ng, bro- fessionals, induding two FSAs, four CLUsThe Kooper Group Inc. and/or InterAntra net enrollments

kenng, general management consulting, daims ad- Clients 200 total, 98% corporations, 2% govern-
770 Lexington Ave, Other services Brokenng 1166 Ave of the Amencas,

ministration, outsourcing ment agencies/entmes

New York, N Y 10021, Locations· Pittsburgh New York, N Y 10036, Locations Hartford, Conn, Miami Lakes, Fla, Compensation Bytheproject, commissions, on

212-755-0800, fax 212-750-5345 Staff Nine benefit consulting employees, seven 212-345-7000 West Palm Beach, Fla, Cranford, NJ, Freehold, retalner, by the hour consultant, $175, dencal, $75
Gross revenues $6 million estimated fromprofessionals, induding two CEBSs, one CLU www wmmercer com NJ, Paramus, NJ, Randolph, NJ, Somerset,

Sennces 85% of revenues from benefit consult- N J, Monticello, NY, New York, White Plains, NY worldwide benefit consulting in 1998, $56 million inClients 55 total, 85% corporations, 5% mumern- Benefit consulting since. 1975Ing Staff 47 benefit consulting employees, 47 pro- 1997 All revenues are from the United States
ployer plans, 5% government agencies/enhties, 5%

Welfare plan consulting 80% of revenues In- mui*le employer H&W trusts Parent Mercer Consumng Group Inc fessionals, induding three CLUs, two CPCUs, three Officers J Brent Finnegan, Peter E Marcia,
cludes plan desgn consumng, insurer/broker selec- Services 67% of revenues from beneftconsult- CPAs, fourattomeys Alan S Breitman, FSA, Cynthia Newman, Margaret

Compensation By the project, commissions, on
tion consulting, evaluation of service providers, retainer, by the hour senior consultant, $210, Ing Clients 200 total, 75% corporations, 5% multi- Meyer Stuart Rubinsten, FSA
health care cost containment MEWAs, 15% Contact J Brent Finnegan

consultant, $135, dencal, $3250 RetiremenVsav,ngs plan consulting. 46% of employer plans, 5% individuals Mn

Benefit communications consulting 5% of revenues Includes plan design consult,ng, defined Imum size dient two employees
revenues Indudes communications consulting Gross revenues· $775,000 estimated from

benefit plan actuanal work, pension plan record Compensation By the project, commissions, on
Other services Brokenng worldwide beneft consulting in 1998, $500,000 in

1997, $905,000 estimated total woddmde 1998 rev- keeping, administration systems consulting, plan/ retajner
Locations New York trust legal document drafting, plan administration Gross revenues· $53 million estimated from

enues All revenues are from the United StatesStaff: 48 benefit consulting employees, 30 consulting, investment manager selection consult. worldwide benefit consulting in 1998, $42 million in
professionals Officers Jere L Cowden, president, Merle W ing, asseVinvestment consumng 1997 Atl revenues are from the United States

Clients. 750 total, 100% corporations McGee, vp, Debra S Owens, secretary Welfare plan consulting 17% of revenues In- Officers Paul Gross, chairman, Roger Gross,
Compensation By the project, commissions, on dudes plan design consulting, murer/brokersele©- execut,ve vp, Steve Grossberg, execut,ve vp, Alan

retainer, by the hour tion consulting, evaluabon of service providers, Klein, executive vp, Robert Feldman, senior vp,
Gross revenues $8 million estimated from Mack & Palicer Inc. Parsons, McKee,

health care cost containment, call centers, health Donald Readlinger It, president
worldwide benefit consumng in 1998, $72 million in Contact. Denise Angleman, regional vp Sommers & Co.

55 E Jackson Blvd, claims analysts, workers compensation medical
1997 All revenues are from the United States

Chicago, 111 60604,
management, disability management, managed 2001 Crocker Road, Suite 300,
care network management Westlake, Ohio 44145,312-922-5000, fax 312-922-5358 Benefit communications consulting 4% of NetWOrk Management ServiCes 440·871-8611, fax 440-871-7485Kushner & Co.

Services: 191% of revenues from benefit con- revenues Includes communications consulting, 5500 Wayzata Blvd Suite 500,benefit statement, booklet and audiovisual prepara- www.pmsco com
141 E Michigan Ave, Suite 400, sult,ng

tion, interactive benefit communicabon Minneapolis, Minn 55416-1241,
Kalarnazoo, Mich 49007, Benefitconsulting since 1976Retirement/savings plan consulting 1% of 612-525-2700; fax 612-525-2701Other sennces Compensation consulting, gen- Services· 100% of revenues from benefit con-
616-342-1700, fax 616-342-1606, revenues Indudes plan design consulting, plan ad-

eral management consulting, claims administration, www nmsmn com
ministration consulting, investment manager seleo sumng

www kushnerco com
bon consulting actuanal consulting not related to employee bene-

Benefit consulting since 1993 Retirement/savings plan consulting 60% of
fits

Benefit consulting since 1982 Welfare plan consulting. 167% of revenues Services 40% of revenues from benefit consult- revenues Indudes plan design consulting, defined
Locations: 41 US,66 non-U S benefit plan actuanal work, pension plan recordServices 100% of revenues from benefit con- Indudes plan design consulting, insurer/broker se- ing
Staff 9,130 benent consultingemployees, 5,425 keeping, administration systems consulting, plan/sumng lection consulting, evaluation of service providers, Ret,rement/savings plan consulting 25% of

trust legal document drafting, plan administrationRetirement/savings plan consulting 20% of health care cost containment professionals, Including 1,000 FSAs, 100 CEBSs. revenues Indudes plan design consulting
consulting, call centers, both PC-based and IVR in-revenues Includes plan design consulting, adminis- Benefit communications consulting 14% of

30 Ph Ds,30 attorneys, five MDs Welfare plan consulting· 10% of revenues In-
Clients 87% corporations. 1% mult,employer dudes plan design consulting, insurer/broker selec- teractive communwcation/information systemstration systems consulting, plantrust legal docu- revenues Indudes communications consullng Welfare plan consulting 20% of revenues In-ment drafung, plan adminstrauon consulhng Other services: Brokenng, claims administra- plans, 1% MEWAs, 9% government agencies/entl- tion consulting, evaluation of service providers,

Welfare plan consulting 75% of revenues In- ties, 2% other Minimum size client 10()employees health care cost containment, call centers, healthtion
cludes plan design consumng, insurer/broker selec-
tion consumng, evaluation of service providers,cludes plan design consumng, insurer/broker selec- Compensation By the project, on retalner, by plan selection and contracting

Staff 13 benefit consulting employees, 11 pro- health care cost containment, call centers, actuanaltion consulting, evaluation of service providers, the hour Benefit communications consulting 5% of
fessionals, induding two CLUs cost measurement including flexible benefit pncing,health care cost containment flexible benefits Gross revenues $999 million estimated from revenues Includes communications consumng, interactive communication/enrollment systemsBenefit communications consulting 5% of Clients: 145 total, 90% corporabons, 2% individ- worldwide beneft consulting in 1998 (59% from benem staiement, booklet and audiovisual prepara-

Benefit communications consulting 20% ofrevenues Includes communications consulting, uals, 8% government agencies/enbbes U S locations), $881 million in 1997 (59% from tion
revenues Includes communications consulting,benefit statement, booklet and audiovisual prepara- Compensation Bythe project commissions. on U S ), $1,498 million est,mated total woridwide 1998 Other services Claims administration, health
benefit statement, booklet and audiovisual prepara-tion retainer

revenues (61%from US) plan selection and contracting, enrollment eligibility
tion, interactive communication/information/enroll-Locations. Washington, Grand Rapids, Mich, Gross revenues· $23 million estimated from Officers Peter Coster, president, Peter Felton, management and premium reconaling
ment systems, personal retirement planner; otherCleveland, Pittsburgh worldwide benefitconsulting in 1998.$22 million in chairman, Timothy Lynch, vice chairman, Yves Staff 30 benefit consulting employees, 20 pro- functions, PC-based and IVAStaff 10 benefit consult,ng employees, seven 1997, $12 3 m,Illon est,mated total worldw,de 1998 Roy, execuln,e *chmf informahon technologyom- fessionals, induding one CEBS Locations Charlotte, N Cprofessionals, Induding one attorney revenues All revenues are from the United States cer; Joseph Salemo, CFO, Charles Boylan, chief Clients. 62 total, 95% corporations, 5% MEWAs Staff· 35 benefit consulting employees, 25 pro-Clients. 600 total, 85% corporations, 15% gov- Officers Edward E Mack 111, chairman, Martin human resources officer Compensation By the project, on retatner. by fessionals, induding one ASA, five CEBSs, oneemment agencles/enmles Minimum size dient one P Hughes, pres,dent Veronica E Campbell, CFO, Merceris acqumng ce,tain Sedgwick Nobte Lowndes the hour sentor consuitant, $250, consultant, $200,

employee Robert J Jonak, Mane E Rannger, vps opetabons, Igures do not m#ed thatacquslbon dencal, $125
Continued on next page
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Continued frompreulous page Locations: 21 US,34 non-U S Other services. Brokenng RetiremenVsavings plan consulting 48% of worldwide benefit consulting In 1998, $525,000 in
Staff: 4,300 benefit consulting employees, 3,400 Staff 12 benefit consulting employees, live pro. revenues Indudes plan design consulting, defined 1997, $4 1 million estimated total worldwide 1998

CLU, one CPA, one attorney, four EAs professionals, induding 93 FSAs, 120 ASAs, six fessionals, induding one CLU benefit plan actuanal work, plan/trust legal docu- revenues All revenues are from the United States
Clients 90% corporations, 8% mult,employer CEBSs, three CLUs, eight CPCUs, four Ph D s, 20 Clients 50 total, 10096 cori,orations Minimum mentdrafting, planadministration consulting, invest- Officers· Richard J Fleder, president-Thesco

p ans, 2% MEWAs CPAs, 12 attorneys, 121 EAs, three MDs size client 20 employees ment manager selection consulting, asset/invest- Benefits LLC, David Zomberg, president-Thesco
Compensation By the hour senior consultant, Clients: 2,000 total, 90% corporations, 5% mum- Compensation By the project, commssions, on ment consulting Consultants LLC, Ann E Vellis, president-Bartom,

$210, consultant, $160, dencal, $50 employer plans, 5% government agencies/enbbes retainer, by the hour senior oonsultant, $150 Welfare plan consulting. 42% of revenues In- Shapiro & Vellis, Mary Ann Mason-Carlisle, senior
Gross revenues $36 million estimated from Compensation: By the project, by the hour Gross revenues: $14 million estimated from dudes plan design consulting, Insurer/broker selec- account executive-Thesco Benefits, Walter Hams,

M'orldwide benefit consulting in 1998, $32 million in Gross revenues· $622 million estimated from woridwide benefit consulting In 1998, $400,000 In tion consulting, evaluation of service providers, chairman
1997, $36 million estimated total worldwide 1998 woridwide benefit consulting In 1998 (66 4% from 1997, $2 4 million estimated totalworidwide 1998 health care cost containment, daims auditing, quall-
revenues All revenues are from the United States ty evaluation of managed care networksUS locations), $505 millionin 1997 (62 4% from revenues All revenues are from the United States

Officers John R Parsons, chairman, Mark S U S ), $1 1 million estimated total worldwide 1998 Officers David N Peterson, president Bruce N Benefit communications consulting 6% of Towers Perrin
Sommmers, president, Richard S Wargo, senior revenues (575% from US) Kesler, director revenues Includes communications consulting,
vo/managing actuary benefit statement, booklet and audiovisual prepara- 335 Madison Ave.

Contact: John R Parsons Officers Reed Keller, global business leader; Contact Bruce N Kesler

Bob Byrne, human resources outsourcing sector tion, interactive voice response system New York, N.Y. 10017-4605,

leader, Deirdre Davis, European Theatre leader, Other services. Compensation consulting, hu- 212-309-3400; fax 212-309-3660
Fran Engoron, organization effectiveness and de- Schmidt Long &

man resources strategy and consulting services, www.towers.com
Pension Resources velopment sector leader; Owain Franks, workforce outsourcing consulting

401 N Michigan Ave., solutlons sector leader; Ins Goldfein, Amencas The- Associates Inc. Locations: Phoenix, Los Angeles, San Francis- Benelitconsulting since 1934

atre leader: Frank Ram, industnes leader, Richard co, Denver, Hartford, Conn, Washington, Atlanta, Services: 659% of revenues from benefit con

Suite 2600, Chicago, Ill 60611, 4159 N Holland Sylvania Road,
Stanger, actuanal, benefits and Insurance sector Chicago, New Orleans, Boston, Minneapolis, St sumng

312-245-1740; fax' 312-644-4423 leader; Bob Zukos, Asia/Pacific theatre leader Toledo, Ohio 43623; Louis, New York, Cleveland, Houston, Seattle, Ed- Retirement/savings plan consulting. 45 4% 01

www. pension-resources. com Contact. Steve Munch, 1177 Ave of the Amen- 419-8854125, fax 419-885-1136 monton and Toronto, Ontano revenues Indudes plan design consult,ng, defined
cas, Suite 317-4, New York, N Y 10036 www sla net Staff: 765 benefit consulting employees, 627 benefit plan actuanal work, pension plan recordBenefit consulting since 1972 professionals, including 26 FSAs, 41 ASAs, two keeping. administration systems consulting, plan/

Parent FERS Business Services Inc Benefit consulting since 1986
Ph D s, one CPA, 18 attorneys, 82 EAs trust legal document drafting, plan administration

Services: 100% of revenues from benefit con- Services: 100% of revenues from benefit con-
Clients. 30% corporations, 55% mult,employer consulting, investment manager selection consult

sumng sumng ing, assetinvestment consulting, call centersplans, 15% government agencies/entmes
Retiremenusavings plan consulting: 80% of RetiremenVeavings plan consulting: 5% of Compensation: By the project, on retainer, by Welfare plan consulting 175% of revenues

revenues Includes plan design consulting, defined revenues Indudes Administration systems consult- the hour Includes plan design consult,ng, insurer/broker se-
benefit plan actuanal work, pension plan record ing, IVR/Intemet sell-serwce solubons

Gross revenues: $105 million estimated from lection consult,ng, evaluation of service providers,
keeping, piankrust legal document draft,ng, plan ad- Welfare plan consulting· 85% of revenues In- worldwide benettl consulting in 1998 (98% from

health care cost containment, call centers
ministration consulbng du(les plan design consulting, evatuallor, of service

U S locations), $97 million,n 1997 (98% from U S), Benefit communications consulting 3% 01
Welfare plan consulting. 17%of revenues In- Risk Management Group Inc. providers, health care cost containment, call cen- $105 million estimated total worldwide 1998 rev- revenues Includes communications consuling,

cludes plan design consulting Insurer/broker selec- 940 West Valley Road, ters, audit. medical claims payments. focused au- enues (98% from US) benefit statement, booklet and audiovisual prepara
tion consulbng, call centers Suite 1802, Wayne, Pa 19087;

das of provider reimbursement by insurance cam-
Officers. Robert D Knnsky, chairman, Howard

tion

Benefit communications consulting: 3% of er/administrator

610-971-1776, fax 610-971-0218 Fluhr, presidenVCEO, Robert J Dellovo, Richard M Other services: Compensation consulting, gen
revenues Includes communications consulting, Benefit communications consulting: 10% of

Frenzel, executive vps. eral management consulting, reinsurance, Insur
beneR statement and booklet preparation www.rmgi org revenues Includes communications consulting,

Contact. Mary L Feldman, ser= vp-public at-
ance, financial services, human resources

Staff: 25 benefit cconsulting employees, 22 pro- Benefit consulting since: 1983
benefit statement and booklet preparation, IVR/In-

fairs/market,ng, 212-251-5029 Locations: 35 US, 37 non-U S
fessionals, including one ASA, two CPAs, two attor- temet self-service solutions

neys, two EAs
Services: 80% of revenues from benefit consult-

Locations. Toledo, Ohio
Ing professionals, Including 306 FSAs, 266 ASAs, 83

Clients 750 total, 95% corporations, 5% sole RetiremenVsavings plan consulting· 20% of Staff 10 benem consulting employees, five SilverStone Group Inc. CEBSs, nine CLUs, 30 CPCUs, 92 Ph Ds, 22
propnetors and partnerships Minimum size dient revenues Indudes plan design consubng, admins-

professionals
11516 Miracle Hills Drive,

CPAs, 56 attorneys, 24 EAs, six MDs
one employee tration systems consulting Investment manager Clients: 25 total, 90% corporations, 10% govern- Clients: 95% corporations, 5% govemmenl

Compensation: By the project. by the hour se- selection consulting, asset/investment consulting, ment agences/entmes Minimum size client 1,000 Omaha, Neb. 68154, agencies/enmes.

ntor consultant, $250, consultant, $180, dencal, call centers employees 402-964-5400, fax. 402-964-5454 Compensation: By the project, on retainer, by
$50, recordkeepers, $125 Compensation: By the project, on retainer, byWelfare plan consulting: 50% of revenues In- www ssgi com the hour

Gross revenues· $35 million estimated from the hour senior consultant, $225 to $250, consul-dudes plan design consulting, insurer/brokerselec- Gross revenues: $7566 million estimated from
Benefit consulting since: 1959worldwide benefit consulting in 1998, $3 million in hon consumng, evaluation of service providers, tant, $200, dencal, $100, programming/systems worldwide benefit consulting in 1998 (77 8% from

1997, $35 estimated total worldwide 1998 rev. health care cost containment, call centers, Integrat- analysis and development, $150 Services· 70% of revenues from benefit consult-
U S locations), $673 1 miltion in 1997 (77 7% from

enues All revenues are from the United States. ed comprehensive disability management pro- Gross revenues $18 million estimated from Ing U S ), $1 2 million estimated total worldwide 1998
Officers· Michael A Schwartz, president, Irwin grams, pre-retirement care, elder care, long-term worldwide benefit consulting in 1998, $1 million In Retirement/savings plan consulting· 35% of revenues (71 4%from US)

Fnedman, CEO, Kevin Simpson, CFO care 1997 All revenues are from the United States revenues Includes plan design consult,ng, defined
Officers: John Lynch, chairman/CEO, Alan

Contact: Michael A Schwartz Benefit communications consulting: 10% of Oflicers: Tim Schmidt, president/CEO, Tedd benefit plan actuanal work, pension plan record
Dugan, managing director-Human Resources Con

revenues Includes communicattons consulting, Long, executive vp, Deb Grenlund, vp-aud,ts. Jim keep,ng, plaM,ust legal document drafbng, plan ad- sult,ng Serv,res, Robert Hogan, managing director

benefit statement, booldet and audiovisual prepara- Mauntler, vpoperabons ministration consulting, Investment manager selec-
ton consultlng, call centers

Global Retirement Services, Don Lowman, manag

Post & Kurtz inc. ton Contact Tim Schmidt, president Ing director-People Perfoimance & Rewards Ser
Other services: Brokenng, general manage- Welfare plan consulting· 25%ot revenues In- vices, Mark Mactas, managing director-Health anc

111 John St, Suae 2400, ment consulting, daims administration dudes plan design consulting. insurer/broker selec- Welfare Services, Patricia Milligan. managing d,rec
New York, N.Y. 10038, Locations Wayne, Pa Sedgwick Noble Lowndes tion consulting, evaluation of service providers, tor-Change Management & Communication Ser
212-766-8800, fax 212-766-8807

health care cost containment, call centers
Staff 10 total, induding one CLU

vices, Jeffrey Schmidt, managing director-Strategy
1000 Ridgeway Loop Road, Benefit communications consulting: 10% of and Organization, Marvin Greene, managing direc

Benefitconsultingsince· 1932 Clients: 100% corporations Mimmum size client Memphis, Tenn 38120; revenues Includes communications consulting, tor-Administration and Operations, William H Eyre
Services: 90% of revenues from benefit consult- two employees 901-761-1550, fax. 901-684-4075 benefit statement, booklet and audiovisual prepara- Jr, managing director-Reinsurance

Ing Compensation: By the project commissions, on
www sedgwick.com

tion

RetiremenVsavings plan consulting. 10% of retailer, by the hour senior consultant, $195, Other services. Compensation consulting, bro-

revenues Indudes plan design consulbng consultant, $125, dencal, $75 Benelit consulting since 1934 kenng, general management consulting, claims acl- Trilogy Consulting Group Inc.
Welfare plan consulting· 75% of revenues In- Gross revenues: $1 million estimated from Parent Sedgwick Group P LC ministration

cludes plan design consulting insurer/broker selec- worldwide benefit consulting in 1998 (95% from Locations: Council Bluffs, Iowa, Omaha, Neb 2021 Midwest Road, Suite 200,Services: 89% of revenues from benefit consult-
non consuling, evaluation of service providers, U S locattons)

Ing Staff 150 benefitconsulting employees, 32 pro- Oak Brook, 111 60521,
health care cost containment ONicers Jerald D Adair, presidenUCEO, Don- Retirement/savings plan consulting 68% of fessionals, including five FSAs, eight ASAs, 12 630-953-6278, fax. 630-953-8687

Benefit communications consulting: 5% of aid V Barbuto, executive vp revenues Indu(les plan design consulting, defined CEBSs, ten CLUs, eight CPCUs, two Ph D s, two www tnlogy-consulting com
revenues Includes communications consulting, benefit plan actuanal work, pension plan record CPAs, seven attorneys. eight EAs
Dooklet preparabon keeping, administration systems consulting, plan/ Clients. 1,800total, 90% corporations, 1% mullt- Benefit consulting since 1995

Other services. Key man, estate planning Risk& Performance trust legal document drafting, plan administration employer plans, 2% MEWAs, 5% individuals, 2% Services 75% of revenues from benefit consult

Locations Connecticut, New Jersey, New York Management consulting, Investment manager Selection consult- government agencies/ent,ties Minimum size dient Ing
, Staff: Nine benefit consulting employees, soc pro- ing, asset/investment consumng, executive benefits, two employees Welfare plan consulting: 75% of revenues In

6 Forest PaR Dnve, ESOPs, personal financial planning Compensation: By the project, commissions, on dudes evaluation of service providerslessionals, induding four CLUs
Clients. 110 total, 40% corporations, 3% Farmington, Conn 06032, Welfare plan consulting: 20% of revenues In- retainer, by the hour semorconsultant, $175-$200, Other services: Claims administration, Tnlogy

MEWAs, 10% individuals, 47% partnership No 860-676-9681,fax 860-676-9689 cludes plan design consulting, Insurer/brokerselec- consultant, $150-$185, dencal, $25, administrator, publishes "The Tnlogy Claims Administrative Hand·
minimum numberof employees rpmhealth com tion consulting, evaluation of service providers, $45-75 book," used by more than 300 dalms administrators

Compensation: By the project, commissions, on
health care cost containment, life insurance, execu- Gross revenues $14 million estimated from as a resource for processing medical, dental and

Services· 100% of revenues from benefit con-
retainer

tive benefits worldwide benefit consulting in 1998, $16 milton In short-term disability dams
sumng Benefit communications consulting: 1% of 1997, $20 million estimated total worldwide 1998 Locations: Oak Brook, 111, Los Angeles, Min

Gross revenues: $1 1 million estimated from

iworldwide benefit consulting in 1998, $985,000 in
Welfare plan consulting: 95% of revenues In- revenues Includes communications consulting, revenues All revenues are from the United States neapolls

1997 All revenues are from the United States dudes plan design consulting, insurer/broker selec- benefit statement, booklet and audiovisual prepara- Officers· Lewis Trowbndge, president, Thomas Staft: Six professionals, induding one CEBS

tion consulting, evaluation of service providers, tion, interactive voice technology, individual retire- Whalen, vp, Tony Sorrentino, vp, Jeff Barrett, vp, Clients 50% corporations, 50% reinsurers
Omcers: W J Kuhn, P T Agnew, W H Agnew, health care cost containment. ment benefit project,ons, seminars and training pro- Gary Hurley, vp

G LaGrassa, pnncipals Compensation Bythe project, by the hour se·
Benefit communications consulting. 5% of grams Contact Dan Wintz, vp

Contact W J Kuhn, pres,dent
niorconsultant, $125

revenues Indudes communications consulting Other services: Compensation consulting, bro- Gross revenues: $975,000 estimated from
Locations: Farmington, Conn, Townsend, kenng, general management consulting, claims ad- worldwide benefit consulting In 1998, $609,750 Ir

Tenn ministration, personal financial planning, voluntary
PricewaterhouseCoopers,

1997, $13 million estimated total worldwide 1998
Clients: 75% corporations, 25% government benefits, workers compensation claims consulting revenues All revenues are from the United States

Global HR Solutions agencies/entities Minimum size dient 5,000 em. and administration Officers Barbara L Baldwin, Kathy Marlin
ployees Locations 36 US,98 non-U S

e
2100 N. Central Ave,

Smith

Fort Lee, N J. 07024,
Compensation. By the project. Staff· 4,230 benefit consulbng employees, 3,450 Contact. Barbara L Baldwin
Gross revenues $1 million est,mated from professionals, Including 119 FSAs, 131 ASAs, 58 Thesco Benefits L.L.C.

201-592-1300, fax 201-592-7608 worldwide benefitconsultingin 1998 All revenues CEBSs, 18 CLUs. 40 CPAs, 15 attorneys, 35 EAs,
www pwcglobal com are from the United States eight MDs 320 W 57th St,

Officers: Alex Hutchinson, Carole Myers, man- Clients: 17,800 total, 78% corporations, 6% mui· New York, N.Y. 10019,
Benefit consulting since: 1944 aging pnncipals, Hap Leahman, Alain Roy, pnnci. tlemployer plans, 7% MEWAs, 5% individuals, 4% 212-603-0371,fax 212-603-0390
Services: 58% of revenues from benefit consult-

pals government agencies/entities
Ing Contact Alex Hutchinson Compensation Bythe project, commissions, on

Benelit consulting since: 1979

RetiremenVsavings plan consulting: 42% of retalner, by the hour
Services 15% of revenues from benefitconsult-

revenues Includes plan design consulting, defined Gross revenues· $351 7 million estimated from Ing

benefit plan actuanal work, pension plan record woddwide benelit consumng in 1998 (23%from Retirement/savings plan consulting 10% of USI Consulting Group
i keeping, administration systems consulting, plan/ US locallons), $3183 million in 1997 (23% from revenues Includes plan design consulting, defined
trust legal document drafting, plan administration 95 Giastonbury Blvd ,US), $3957 million estimated total worldwide 1998 benefit plan actuanal work, pension plan record
consulting, investment manager selection consult- Giastonbury, Conn 06033,

revenues (21% from US) keeping, administration systems consulting, plan/
Ing, asset/investment consulting, call centers, total

-0
trust legal document drafting, plan administration 860-633-5283, fax 860-368-2110

administration with voice response system and cus- Officers David F Strauss, group chairman, Pe-
ter R Brew, group deputy chairman, Kenneth G

consulting investment manager selection consult-
Benefitconsultingsince 1982tomer service center, trustee and investment al- San Diego Associates Inc. Martin, CEO-North America, Robert Walker, chair- Ing

liances, benefits and human resource strategy, hu- Parent USI Insurance Services Corp
Welfare plan consulting 4% of revenues in-

man resourceoutsourang, Internet applicabons, le- 3550 Camino del Rio N, man-United Kingdom, Chnstopher J Methley, act-
dudes plan design consulting, insurerbroker selec-

Services 95% of revenues from benefit consult

gal compliance se,vices Suite 206, San Diego, Calif 92108; Ing groupfnancedirector tion consulting, evaluation of service providers, Ing
Welfare plan consulting 7% of revenues In- 619-283-7800, fax 619-283-8686

Contact: Kenneth G Marbn
health care cost containment RetiremenVsavings plan consulting 60% 01

cludes plan design consult,ng, insurer/broker selec- Parent/imn acquiredbyMarsh & McLennan Cos inc.
Benefit communications consulting 1% of revenues includes plan design consulting, defined

tion consulting, evaluation of service providers, Benefit consulting since: 1984 Operations to be integrated into Marsh & MeLennan
revenues Includes communications consumng,

benefit plan actuanal work, pension plan record

I health care cost containment, call centers, flex pnc- Services: 60% of revenues from benefit consult- unrts. induang William M Mercer Cos. L L.C
booklet preparation

keeping, administration systems consulting, planj

ing and credits, FAS 106, FAS 112, automated flex ing trust legal document drafting, plan administratior
Other services: Brokenng, claims administra-

enrollment se,vices, data analysks Ret,remenVsavings plan consulting 40% of bon

Benefit communications consulting 9% of revenues Includes plan design consumng, pension The Segal CO. Locations: New York, West Chester, Pa
revenues Includes communications consulting, plan record keeping, administration systems con-

1 Park Ave, Staff. Three benefit consulting employees, two A ranking of the world's 10 largest
benefit statement, booklet and audiovisual prepara- sumng, plan administration consumng

lion, change management, organizational effective- Welfare plan consulting: 15% of revenues In- New York, N Y 10016-5895, professionals, including one FSA, one CEBS employee benefit consultants based on

ness and development dudes plan design consulting, evaluation of service 212-251-5000, fax 212-251-5490 Clients. 265 total, 100% corporations Minimum estimated 1998 employee benefit con-
size client one employeeOther services: Compensationconsulting, bro- Providers, healthcare cost containment www segalco com sulting revenues appears on page 3

Compensation: By the project, commisgons, onkenng, general management consulting, workforce Benefit communications consulting: 5% of

solutions, human resources transformation, casual revenues Includes communications consulting. Benefit consulting since· 1939 retalner, by the hour senior consultant, $400,

ty and actuanal services, nsk management consult- benefit statement booklet and audiovisual prepara- Services 96% of revenues from benefit consult- consultant, $200, dencal, $100

Ing lion Ing Gross revenues $615,000 estimated from Contmued on next page
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Continued frompremouspage worldwide benefit consulting In 1998 (90% from worldwide benefit consulting In 1998, $503,460
U S locations), $1 4 million In 1997 (90% from In 1997, $502,000 estimated total worldwide

consulting, investment manager selection consult- U S ), $35 million estimated total worldwide 1998 1998 revenues All revenues are from the Unit-
ing, asset/investment consulting, call centers revenues (90% from US) ed States

Officers: Daniel G Stafford, presidenVCEO, JimWelfare plan consulting 28% of revenues Officers Walter R Wood, president
Johnson, managing partner; Tim Chnsten, partnerIncludes plan design consulting, insurer/broker Virchow Krause
in charge, Daniel Goreckt, partner in charge, Tom

INTERNATIONAL MEDICAL GROUP selection consulting evaluation of service Stafford Waller LL.C.
providers, health care cost containment Polacek, partnerin charge, Jeffrey Kersten, partner Watson Wyatt Worldwide

434 S Yellowstone Dnve, in charge, David A Waller, president-Virchow
Benefit communications consulting: 7% Krause Wealth Management 6707 Democracy Blvd, Suite 800,

of revenues Includes communications consult- Suite 100, Madison, Wis 53719,
Contact. Daniel Stafford, Tim Chnsten Bethesda, Md 20817-1129,

YOUR CUENTS ing, benefit statement, booklet and audiovisual 608-833-6117, fax: 608-833-4097, 301-581-4600, fax 301-581-4840
preparation, enrollment services, retirement www mallbag.corn/users/swco www watsonwyatt com

TRAVEL
planning software, on-demand enrollment kits

Benefit consulting since 1970
Other services Compensation consulting, Benefit consulting since· 1946

Parent: Virchow Krause L LP

INTERNATIONALLY,
brokering, general management consulting, Services 4% of revenues from benefit consult-
claims administration e Services 85% of revenues from benefit con-

sulting
Ing

Retiremenusavings plan consulting In-Locations Boston, Glastonbury, Conn, Retirement/savings plan consulting 1% of

DOES THEIR Knoxville, Tenn, New York, Portland, Maine, revenues Indudes administration systems consult- W.R. Wood & Co. cludes plan design consulting, defined benefit
plan actuarial work, pension plan record keep-San Francisco ing, plan/trust legal document drafting, plan admin- 5602 Midwood Road, Ing, administration systems consulting, plan/

MEDICAL istration consulting, investment manager selectionStaff 200 benefit consulting employees, 100
consulting, asseVinvestment consulting Bethesda, Md. 20814-1111, trust legal document drafting, plan administra-

professionals, including seven FSAs, nine 301-907-0170, fax 301-907-0172 tion consulting, investment manager selection

INSURANCE? ASAs, five CEBSs, five CLUs, two CPAs, four Welfare plan consulting· 1% of revenues In-
consulting, asset/investment consulting

attorneys, 10 EAs dudes plan design consumng, insurer/brokerselee Benefit consulting since 1991
tion consulting, evaluation of service provider's, Welfare plan consulting Includes plan de-

Clients· 1,000 total, 80% corporations, 1% health care cost containment Services 100% of revenues from beneht con- sign consulting, insurer/broker selection con-
multiemployer plans, 12% government agen- sumng sulting, evaluation of service providers, healthInternational Medical Benefit communications consulting. 2% of
cies/entities, 7% other Minimum size client Welfare plan consulting: 95% of revenues In- care cost containment
100 employees revenues Includes communications consulting, cludes plan design consulting,insurer/broker selec- Benefit communications consulting In-Group, Inc: is a benefit statement, audiovisual preparation

Compensation. By the project, commis- Other services. Compensation consulting, bro- tion consulting, evaluation of service providers. cludes communications consulting, benefit
health care cost containment, call centers

leading distributor sions, on retalner, by the hour kenng, general management consulting statement, booklet and audiovisual preparation
Benefit communications consulting 5% of Other services Compensation consulting,Gross revenues $33 million estimated from Locations Appleton, Janesville, Madison, Mil- revenues Indudes communicabons consulting human capital, communications, M&A, organi-of temporary travel worldwide benefit consulting in 1998, $13 mil- waukee. Wis. Minneapolis Locations. Bethesda, Md zational effectiveness

lion in 1997 All revenues are from the United Staff: 18 benefit consulting employees, 18 pro-
Staff. Two benefit consulting employees, two Locations: 34 US,47 non-U Smedical insurance. States fessionals, including two CLUs

Clients 3,000 total, 70% corporations, 5% indi-
professionals Gross revenues· $5931 million estimated

Officers Brian Whitney, president/CEO,
The Patriot'= family of viduals, 25% government agencies/entities Mini- Clients. Six total, 33% corporations. 50% mult,- from worldwide benefit consulting in 1998 (58%

Dave Hess, senior vp/CFO, Doug Rubinstein,
mum sze dlent five employees employerplans, 17% Taft-Hartley welfare plans from U S locations), $550 5 million in 1997

senior vp/CMO, Bill Husic, senior vp/Health &
Compensation. Bythe project, commissions, on Compensation: Bytheproject, bythehour se- (59% from U S ), $6978 million estimated totalproducts is designed Welfare practice leader, Bill Tremko, executive

retainer, by the hour senior consultant, $175, mor consultant, $190, consultant, $100, clencal, worldwide 1998 revenues (58% from US)
vp/Actuartal Practices practice leader

consultant, $130, dencal, $52 50 $50 Officers. John Haley, pres,dent/CEO, Petefor people traveling Contact· Karen Guggenheim Gross revenues $2 million estimated from Gross revenues $502,000 estimated from Smith, chairman Ell

temporarily outside of
their home country.

Guidry schemes In one, he admitted divertlng London branch of Chase Manhattan Another plan that fell apart with
loan funds from a New Jersey bank, m Bank The certificate was a "special" Westwood's demise was its much-bal-
the other, he admltted defrauding an CD purportedly backed by "U S cur- lyhooed purchase of Blairsden, a 31-

Coverage includes: Continued from page 2 Illmois man of more than $240,000 in rency notes Issued by the United bedroom Peapack, NJ, mansion built
He is scheduled for sentenclng in an offshore mvestment scam He was States of America to the Phihppines in 1902 by banking magnate C Led-

• Emergency Medical U S District Court m Newark next released from prison earher this year and known as Series 66 Victory yard Blair Westwood had rented the
Feb 24 after serving about eght monthsEvacuation Notes," Westwood papers showed mansion-where Mr Stanley and Mr

John Yauch, a lawyer representmg At the time of his plea agreement, In fact, Senes 66 notes were scnp is- Guidry entertained brokers-and had

• Emergency Reunion Mr Guidry with the Federal Pubbc Mr Stanley was under Investigation sued by the Phihppines government to said it would buy the property from
Defender'S office, said that Mr by federal prosecutors m six other U S troops m World War n and were its owners, the Sisters of St John the

• Repatriation Guidry has agreed to cooperate with states, according to a 1997 report in never U S government obllgations Baptist, an order of Cathollc nuns
federal prosecutors and that it is "fair the Newark Star-Ledger Those m- The last of the notes became worthless The Sisters of St John have been

•AD&D to say" there is an ongolng investiga- vestigations were dropped as part of in 1967, when they were demonetized unable to sell Blairsden to date
bon of Westwood's operations the plea deal, the paper reported by the Phihppmes government, aUS In their criminal complamt filed in

• Medical Expenses, At a court heanng last week, Mr Mr Stanley had been a hgh-profile Treasury Department spokesman sud Newark, prosecutors charge that Mr
Guidry identified Peter M Stanley, a real estate developer whose projects UN, Aug 12,1996) Guidry "and his co-conspirators" told

Reasonable and New Jersey bumnessman, as the per- mcluded a large New Jersey house In a year-end 1995 financial state- brokers and Westwood pollcyholders
Customary son who actually controlled West- built on speculation and later sold to ment, Westwood reported $16 7 mil- thattheinsurerheldaCD worthmore

wood, Mr Yauch confirmed Mr Chubb Corp Chairman Dean O'Hare, hon in assets, mcluding a $15 5 m11- than $15 milhon when they knew the
Guidry said that Mr Stanley recruit- Mr O'Hare confirmed hon"special" CD CD was worthless• Hazardous Sports ed him to manage Westwood and that Assistant U S Attorney Mark Win- After questions about these assets Mr Guidry also misled brokers

Coverage Mr Gludry believed it to be a legiti- ston, who is prosecuting Mr Guidry, arose in 1996, Mr Guidry told brokers about Westwood's purported audit by
mate Insurance company also handled the earher fraud case that Westwood was seeking to recapi- a Big 6 finn While not named m the

Later, "it became apparent to him against Mr Stanley talize In one plan, a company identi- complaint, the firm Mr Guidry
Patriot America' that Westwood did not have the fi- A spokesman for the U S Attor- fled as Suma Corp was to dellver an claimed to have engaged was KPMG
Non-US Citizens nancial backing" it claimed to have, ney's office would not comment on initial $5 milhon to Mr Stanley and Peat Marmck LLP

according to Mr Yauch whether an investigation of West- make available $100 milhon more to In his previous career as an examm-

traveling outside of "Mr Guidry's mistake was that he wood is contmwng support Westwood, documents show er, Mr Guidry's much-crittcized audit
contmued to sollcit customers for The short-hved Westwood looked Nothing came of this plan, though, of Louisiana-based Champion Insur-

their Home Country Westwood knowing it did not have fi- much better on paper than it proved and Mr Guidry shut down West- ance Co showed the msurer to be sol-

including the USA. nancial baclang," Mr Yauch saidl to be m reality In an unaudited 1994 wood's management office m Char- vent shortly before its 1989 collapse
Mr Stanley could not be reached financial statement, the insurer re- lottesvule, Va, in late 1996 Former Louisiana Insurance Com-

He hasn't been charged m the case ported $13 8 milhon in assets, includ- Mr Yauch, Mr Guidry's lawyer, missioner Douglas D Green was sen-Patriot Internationalsm

In 1994, when Westwood was get- ing $10 million in "Certificates-U S said that Mr Stanley arranged West- tenced to 25 years m lall m 1991 for
US Citizens traveling ting started, Mr Stanley pleaded Currency notes " wood's initial capitalization with Se- taking campaign contnbutions in'ex-,

guilty to federal bank fraud and mail This asset, Westwood claimed, was nes 66 notes and that Mr Gwdry had change for favorable regulatory treat-
outside of the USA. fraud charges m two unrelated a certificate of deposit issued by the no role m obtaining the assets ment of Champion

Expatriot Plussm Kumho case reviews expert testimonyLong term coverage.

Coverage can be By MARK A. HOFMANN have been accepted within the relevant dlsciphne Justice joined a number of business and Insurance
The attorney representing the Carmichael fami- groups in asking the Supreme Court to reverse the

purchased from 15 WASHINGTON-The rules governing the adinis- ly-Sidney W Jackson III of the Mobile, Ala, law appeals court rulmg
days up to 12 months. sibillty of scientific expert testimony also should ap- firm Jackson, Taylor & Martmo, P C -argued that The case has drawn considerable attention be-

ply to technical expert testimony, a federal govern- to apply Daubert to all situations would amount to cause of its potential impact on a variety of habihty
You owe it to your ment lawyer told the Supreme Cozirt last week a "one-size-hts-all" approach He also argued that actions, including suits sternmmg from the Year
clients to offer these Jeffrey P Minear of the US Solicitor General's tnal judges in their role as gatekeepers could not be 2000 computer bug (BI, Dec 7) In fact, the Amen-

office made that appeal as the lustlees heard oral ar- expected to be amateur scientists one day and ama- can Insurance Assn and the National Assn of Inde-,
products. Why let guments in Kumho Tire Co Ltd et at us Patnek teur statistlcians the next pendent Insurers filed a Joint amicus bnef with the

another agent fill Cannichaet et at,a product habihty case stemming Kumho's attorney, Joseph P H Babington of the high court, asking the Justices to broaden the
from an Alabama automobile accident A judge of Mobile law fum Helsmg, Sims & Leach PC, argued Daubert standard to include computer sciences

this need? the U S District Court for the Southern District of that without the Daubert guidellnes, testimony of all Mr Minear did not mention Y2K as he joined
Alabama had ruled m Kumho that guidelines set sorts could be ruled admissible "There has to be Kumho attorney Mr Babmgton m arguing for a

To find out more out for the admissibility of scientifle evidence in the some objective entena for the distnct court look at broad interpretation of the Daubert rules He said
Supreme Court's 1993 decision in Daubert vs Mer- Otherwise, how does the district court know the ex- the Daubert decision made clear that the tnal judge

about these or Fell Dow Phannaceutzcals Inc apphed to non-scien- pert isn't Just making it up?" he asked has to ensure expert testimony is on "solld ground "
tific expert testimony as well The testimony at the center of the Kumho case In the Kumho case, the engineer had used a pro-other products, In the Daubert decision, the high court said dis- came from a mechanical engineer who said the ac- cess of elirmnation to reach the conclusion that the

contact IMG at tnct court iudges should act as "gatekeepers" to en- cident had been caused by a defective tire He had tire was defective, Mr Minear said "The problem

1-800-628-4664.
sure that an expert witness' scientific testimony examined the tire one hour before his deposition with a process of ellmination is you have to make
"both rests on a rehable foundation and is relevant and declared the tire defective on the basis of his ex- sure you've ellminated all of the possible causes "
to the task at hand " The four broad guidelines set penence m tire manufacturing But the district The justices also heard oral arguments In Ortiz us

Excellent by the Daubert decision for assessing such testimo- court judge barred the engineer's testimony, holding Ftbreboard Colp last week The case, involving as-
ny are whether the findings can or have been test- it did not meet the entena set out in Daubert bestos-related class actions, revolves around deter-

Compensationlll ed, whether findmgs have been subiectedtopeer re- But the U S 11th Crcint Court of Appeals re- mining whocanbelong toa class forpurposes of set-
view and pubhcation, whether findings are subject versed the lower court, holdrng that Daubert apphed Uing a mass tort Decisions m both cases are expect-
to professional standards, and whether the findings only to scientihc testimony The U S Department of ed next year



Global Briefs

Preliminary court hearings began last
week in the United Kingdom to ascertain
whether lung cancer victims have valid le-
gal claims against British tobacco compa-
nies. Compensation claims have been filed
by 53 plaintiffs, alleging that two compa-
nies, Gallaher Group PLC, and Imperial
Tobacco P.L.C., failed to reduce the tar
levels in cigarettes until 1991, causing can-
cer. The litigation is not expected to com-
mence until the beginning of 2000....Fol-
lowing Guatemala's lead, the Nicaraguan
government has filed a lawsuit against
U.S. tobacco companies for health care
costs it has footed for treating smoking-re-
lated diseases. The suit was filed through
the Houston-based law firm of Fleming,
Hovenkamp & Grayson. . . .All the share-
holders in Lomond Underwriting PLC.
have approved plans to merge the corpo-
rate investor in Lloyd's of London with the
agency Atrium Cockell Group Ltd. The
newly merged organization is called Atri-
um Underwriting P.L.C., with Sir Ray-
mond Johnstone as chairman and Daniel

Burnett as managing director. . . .Wren
P.L.C. has proposed a merger with Mast-
head Insurance Underwriting PLC. Both
Wren and Masthead are corporate capital
investors in Lloyd's of London, though
Wren also manages five syndicates
through Wren Syndicate Management Ltd.
Merging with Masthead will add about £40
million ($66.2 million) to the funds avail-
able to support the syndicates. In time,
Wren plans to provide all the underwriting
capacity to its syndicates. For 1999, it will
be committing £36,2 million ($59.9 million)
to Wren syndicates, representing about
15% of the syndicates' total capacity of
£243.7 million ($403.4 million). . . .Bill Ren-
dall, an underwriter at R.J. Kiln & Co.
Ltd., has been named chairman of the
Lloyd's Underwriters' Non-Marine Assn.
Ltd. for 1999. Nick Marsh, an underwriter
at Atrium Underwriting P.L.C. and David
Foreman, an underwriter with Wellington
Underwriting PLC., have been appointed
deputy chairmen... .Philip Singer and
Paul Evans of PricewaterhouseCoopers
have been appointed joint provisional liq-
uidators of Compagnie Europeenne de Re-
assurances S.A. by the High Court in Lon-
don. CER, a French reinsurer, wrote Lon-
don market reinsurance business, and the
unusual step of winding it up in the Unit-
ed Kingdom has been taken to protect the
company's U.K.-based assets. In addition,
this action takes precedent over any other
U.K. legal actions against the
reinsurer... .Moody's Investors Service in
London has assigned an insurance finan-
cial strength rating of Aaa to General Re
Europe Ltd, The agency cited Gen Re Eu-
rope's "strong reinsurance franchise in the
London market" and excellent capitaliza-
tion and operating results as influencing
factors. In addition, an unconditional
guarantee from parent General Reinsur-
ance Corp., itself rated Aaa, supported the
rating. The Assn. of British Insurers is
extending its Year 2000 database to in-
clude overseas reinsurers. More than 200
insurers and 3,000 intermediaries have
registered with the database, which pro-
vides information about organizations'

. Y2K readiness.. .Swiss Reinsurance Co.
has become the first international reinsur-
er to set up in India, opening a new office
in Mumbai. Swiss Re has not received ap-
proval to write reinsurance business with-
in India, but it will offer risk management
and consulting services. . . .GIO Australia
Holdings Ltd. has rejected an increased
takeover bid from AMP Ltd, Senior GIO
executives contend the new bid, worth $3.3
billion Australian ($2.04 billion), was still
too low. . . .U.K. doctors and dentists

would be required to carry mandatory pro-
fessional indemnity insurance under new
government proposals. Doctors and den-
tists generally carry professional indemni-
ty coverage voluntarily... .French reinsur-
er SCOR S.A. has opened a new office in
Moscow, headed by Dimitri Blagoutine.
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U.K. tort reforms proposed
By MATTHEW MacDERMOTT

LONDON-UK insurers and risk managers
must start preparing now for proposed civilliti-
gation reforms that are expected to be intro-
duced in England and Wales next April, attor-
neys and the reforms' architect warn.

The reforms-designed by Lord Woolf, the
Court of Appeal master of the rolls, the highest
judge in England and Wales-would speed up
personal injury lawsuits, encourage settlements
and cap attorneys' fees, among other things. At-
torneys warn that the reforms would require in-
surers and risk managers to handle personal in-
jury claims more carefully.

Lord Woolf, who has consulted insurers, at-
torneys and plaintiffs' groups in forming the
draft proposals since 1996, is expected to intro-
duce the reforms in Parliament in January. The
UK government for years has expressed con-
cerns about inefficiency, expense and inequity in
the civil justice system.

The reforms will be a "big bang event," and it
will be difficult for insurers and policyholders to
adjust gradually, Lord Woolf said at a meeting
of about 200 insurance executives in London

last month at a seminar organized by the Lon-
don-based law firm of Eversheds.

"The rules are going to be torn up," he said.
"There will be new rules and a new culture."

If approved, the reforms would apply to all
new civil cases beginning April 26, 1999. In Jan-
uary and February, all judges in England and
Wales will attend training seminars on the pro-
posed reforms. And details on the new rules will
be mailed to all insurers early next year.

Lord Woolf said his reforms are designed to
replace the "excessively adversarial legal sys-
tem" with one in which both sides communicate
earlier in the litigation process.

The reforms, aimed at improving the speed
and reducing the cost of civil suits, would create
two new "tracks" of litigation:

• A "fast track" for personal injury claims to-

Insurance growth
seen in Europe

By EDWIN UNSWORTH

Insurance regulation in Central and Eastern
Europe is increasingly being brought up to
Western European standards, helping to in-
crease competition and attract more invest-
ment by forign insurers, according to a study
of the area.

The study, "Insurance Industry in Central
and Eastern Europe: Increasing Competition-
Different Prospects for Growth," was pub-
lished by Swiss Reinsurance Co. as part of its
regular series of Sigma reports.

It says that despite the economic crisis in
Russia, the prospects for the insurance indus-

try in the countries covered generally are
good. This should be especially so for life in-
surance because of mounting funding prob-
lems with the compulsory state pension insur-
ance schemes that dominate most countries.

Insurance regulation in the area increasing-
ly is being brought into 1jne with European
Union directives, says Swiss Re. Compliance
is being led by Poland, the Czech Republic,
Hungary, Slovenia and Estonia, all of which
are negotiating European Union membership.

Among the legislative changes are those re-
ducing the role of the state-owned insurers
and opening up competition, including com-

See Growth on page 25

Measuring market share
Central and Eastern European countries' market share of the $14.9 billion

in property/casualty premiums generated in 1997.

Czech

Republic

Hungary 70%
Croatia 39% 18%

Ukraine, Belarus
Slovak,a 34%

SI*venid -4.6% . 1.7% Baltic States
' includes mandatoty health insdnce*dmiums - : ' ' 2.4% Southeastern Europe
Source: Swiss Reinsurance Co.
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Eastgate expands services
Insurance runoff specialist adds legal consulting

LONDON-Insurance services provider
Eastgate Group Ltd. has doubled in size with
the acquisition of Hambro Legal Protection Ltd.

Toronto-based Lindsey Morden Group Inc.
sold Hambro, a Colchester, Essex, England-
based legal expenses insurer that offers policy-
holders consulting services on legal issues via
telephone, to Eastgate for £51 million ($84.6
million).

The purchase will "double our business, our
staff, our profits and our potential," said Ken
Randall, chief executive officer of Eastgate.

Purchasing a helpline business adds another
string to Eastgate's insurance services bow. The
organization was launched at the beginning of
1995 as a runoff specialist, but its services now
include claims management, policy processing,
accounting and computing facilities.

Mr. Randall previously headed the investiga-
tion of the dernise of the infamous Gooda Walk-

er syndicates at Lloyd's of London and became

responsible for managing the Gooda Walker
runoff business (BI, Aug. 31; Jan. 3,1994).Even
though the syndicates' liabilities were trans-
ferred to Equitas Ltd., the Lloyd's pre-1993
business runoff reinsurer, Eastgafe is the "dom-
inant processor for Equitas," said Mr. Randall.

The newest addition to the company will be
renamed Eastgate Assistance and has about 450
insurance company and affinity group clients.
In total, these provide more than 20 million cus-
tomers with access to Eastgate Assistance ser-
vices. However, Mr. Randall is quick to point
out that Eastgate remains dedicated to provid-
ing services to the insurance industry and is not
planning to launch direct products for insur-
ance buyers.

Manoli 01ympitis, a director of Eastgate and
a former chairman of Johnson & Higgins Ltd. in
London, has been appointed CEO of Eastgate
Assistance.

-By Sarah Goddard

taling less than £15,000 ($24,743). Such cases
would come to trial within 20 to 30 weeks of al-
location. Courts would accept only written evi-
dence, and a trial would be limited to one day.

There also would be a greater focus on pretri-
al investigation and cooperation, which would
be enforced through protocols, including strict
timetables for the disclosure of documents, wit-
ness statements and expert evidence.

• A "multitrack" for personal injury claims to-
taling more than £15,000. This track also would
be used for some smaller, complicated cases that
require complex medical evidence, such as
repetitive strain injury claims. No timetable has
been proposed for this track.

Under the reforms, once a defense has been
filed, a judge would hold a case management
conference to try to clarify the issues at the ear-
liest stage. A further review would take place to
again try to clarify the issues before trial.

The two new civil litigation tracks would be
See Civil on page 25

Survival

a matter

of planning
By KATE TILLEY

MELBOURNE, Australia-Businesses that
don't have business continuity plans won't
survive if disaster strikes.

That was the message from several speak-
ers at the 22nd national conference of the
Assn. of Risk & Insurance Managers of Aus-
tralasia, held at Crown Towers, Melbourne,
on Nov. 15-18.

But the speakers also noted that the imple-
mentation of a business continuity plan, even
if it is never used, is a positive exercise for an
organization because it highlights potential
disaster scenarios and encourages risk man-
agers to minimize potential losses.

Peter O'Donahoo, a litiga-
tion partner with the law
firm of Arthur Robinson

& Hedderwicks in Mel-
-.-I.- bourne, Australia, said

product liability disas-

\X5-2505' ters in Australia are im-
- portant lessons for risk

managers. Mr. O'Donahoo
said such disasters demonstrate the value of

good risk management strategies and BCPs.
For example, when Melbourne-based Kraft

Foods Ltd. found its peanut butter contami-
nated (BI, Sept. 2, 1996), and Arnott's Bis-
cuits Ltd. had an extortion scare with its bis-
Cuits (BI, March 24, 1997), both companies
had strategies in place for product recalls.

Today, Kraft peanut butter is back on the
supermarket shelves, and most of Kraft's lost
market share has been restored; Arnott's has
regained a similar position, Mr. O'Donahoo
said. But a third company, Garibaldi Small-
goods, had no such recall strategy. Garibaldi,
formerly based in Adelaide, is no longer in
business, and its directors have paid hefty
fines after the discovery of contaminated
meat and the subsequent salmonella poison-
ing, Mr. O'Donahoo noted.

He told a conference workshop that busi-
ness spending on risk management is not a
"sink cost"-what Americans might call
"money down the drain"-but an important
investment in an organization's future. "It
can ensure its continuing existence," Mr. 0'-
Donahoo said.

It would be "foolhardy" for risk managers
not to invest in business continuity plans, in-
cluding strategies for coping with a product
recall, Mr. O'Donahoo said. "A good recall
strategy is far less expensive than the alterna-
tive."

Garibaldi Smallfoods, for example, took
six days to recall all of its salami, even
though tests showed that far more meat had
been contaminated than was evident

See Planning on next page
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Planning
Continued from previous page
at first, he noted.

Mr. O'Donahoo said preparing
for a potential product recall has
hidden benefits. It makes the

management team focus more on
business procedures, which means
they gain a better understanding
and awareness of potential risks
in the distribution chain, he said.

Scott Farquarson, director and
principal of Business Risk Ser-
vices Pty. Ltd., a Melbourne-
based risk management consul-
tant, said too few businesses im-
plement contingency plans.

"A lot of people say, 'It will nev-
er happen to me,' but look at Syd-
ney Water, Victoria's gas crisis
(BI, Oct. 5), the Arnott's extortion
and the Brisbane and Auckland

power problems (BI, March 3),"
he said.

Mr. Farquarson said 30% of se-
rious business disruptions were
computer hardware or software
failures, and 10% were fraud.

"Some people say, 'I don't need
a BCP; I have insurance.' But in-
surance will only give you money;
it won't keep your customers," he
noted.

He said the benefits of imple-
menting a business continuity

INTERNATIONAL

plan are broader than disaster
management. Having a plan can
better focus management atten-
tion on potential disasters, he
said.

"You must get the positives
across, because a lot of people
only see the negatives," he said.
Successful plans require cultural
change and an ongoing commit-
ment. "The important message is
that it's not just a one-time pro-
ject."

Mr. Farquarson said a plan re-
quires sufficient human and mon-
etary resources to succeed. "I have
seen projects that go through the
processes but go nowhere because
the organization is not willing to
make the necessary investment."

Implementing a business conti-
nuity plan requires a committed
project manager, a project spon-
sor and a steering committee to
"get it together."

Steven York, a director at Syd-
ney, Australia-based Corporate &
Business Continuity Training
Group Pty. Ltd., said every busi-
ness is vulnerable and could be af-

fected by a crisis.
Mr. York said a plan's underly-

ing principles are to plan for the
worst-case scenario, use existing
structures, implement small

changes to create maximum ef-
feet, and train people to identify

issues and deal with crisis situa-
tions.

Risk identification has to be ex-

haustive, focusing on providing
preventive strategies and early re-
sponses and intervention. "Areas
overlooked are disputes and crises
instigated by unusual events or
criminal acts," Mr. York said.

He said the philosophy of "ask
every question and question every
answer" should be foremost in the

minds of risk managers and man-
agement in general.

They must consider, if the
worst-case scenario comes to pass,
whether corporate governance is
an issue, whether there is a legal
exposure, and whether a duty of
care exists.

Mr. York said the Sydney water
crisis, which saw Sydney resi-
dents forced to drink only boiled
water for several weeks when the

entire water supply was found to
be contaminated, was an example
of a worst-case scenario that be-

came a reality.
"The findings of a formal in-

quiry have not been completed,
but it appears the crisis manage-
ment plan had been written but
never tested. The principal play-
ers had never had to consider

what were the appropriate ac-
tions. . .until the real situation ar-

rived," he said. imi

Compliance a top concern
By KATE TILLEY newcomers to risk management.

Almost 60% of respondents had
MELBOURNE, Australia- fewer than five years' experience

Australian risk managers are in risk management, a level simi-
more concerned they are in com- lar to survey findings in previous
pliance with relevant legislation years.

than the risk of problems caused "This reinforces the need for

by the millennium bug, a recent risk management bodies to pro-
survey shows. vide the appropriate training and

The survey, released at the mentoring to new entrants,"

Assn. of Risk & Insurance -  . the Aon analysis said.
Managers of Australasia's 9, .' Of the approximately
conference in Melbourne

06*b.
170 respondents, 32%

last month, asked ARI- were in local government,
MA's more than 500 risk ( .·#/ 15% in state government
manager members to rank \ and 3% federal govern-
a list of 24 concerns. The \ ment. Publicly listed com-
issue of greatest concern to panies accounted for 21% of
the approximately 170 respon- respondents, private companies
dents was complying with state counted for 17%, with the re-
and federal legislation, the survey mainder unspecified.
found. The No. 2 concern was liti- In light of the survey's findings,
giousness, followed by product li- several speakers at the ARIMA
ability and workers compensation conference said risk managers are
costs. The survey is conducted an- not sufficiently concerned about
nually by Sydney, Australia- the potential for Y2K risks.
based Aon Australia Holdings Peter O'Donahoo, a litigation
Ltd. partner with Melbourne law firm

Legislative compliance topped Arthur Robinson & Hedderwicks,
the list in last year's survey as said the YZK issue has prompted
well, supplanting workplace "a big scare campaign," and the
health and safety for the first time fact that there will be business

in four years. failures "seems to be well-accept-
This year, risk managers were ed."

asked to rate Y2K exposure for Mr. O'Donahoo said the out-

the first time, but the issue ranked come and cost of coping with the
as No. 16 in order of importance millennium bug are hard to pre-
to respondents. dict but cited estimates that the

Insurance cycles were not a ma- cost of Y2K-related litigation
jor concern, nor were insurer or would be 20 times as great as the
broker consolidation; all three cost of fixing the problem.
rated low in order of importance. Estimates to resolve the prob-

The survey also found risk man- lem ranged from $3 billion to $10
agers at more smaller companies billion Australian ($1.9 billion to
responding. $6.2 billion) in Australia, and up

Organizations with revenues of to $600 billion Australian ($370
less than $10 million Australian billion) worldwide, he said.
($6.2 million) accounted for 21 % Mr. O'Donahoo said risk man-

of the respondents, compared agers need to conduct internal au-
with 9% in 1997 and 5% in 1996. dits to determine how the Y2K

Smaller organizations are now problem might affect their busi-
"widely embracing risk manage- ness systems. Businesses also need
ment," Aon explained. to assess the exposure of their

Large organizations, those with suppliers and vendors, he said. "If
$500 million Australian ($308.5 they crash, you will suffer some of
million) and above in revenue, ac- the consequential loss," he
counted for 28% of respondents, warned.

down from 36% in 1997. He urged risk managers to audit
The survey also found the ma- their insurance policies to see

jority of respondents are relative whether they are covered. "The

reality is, you probably aren't," he
warned. "My understanding is
that Australian insurers are not

going to cover it."
Sally Leivesley, director of Bris-

bane, Australia-based risk man-
agement consulting firm Sally
Leivesley Pty. Ltd., said Y2K is
the biggest issue currently facing
risk managers, but noted it is a
risk companies are aware of and
can mitigate.

Addressing this risk provides "a
very useful learning curve" to
train organizations in the applica-
tion of risk management, she said.

The ARIMA conference was

held Nov. 15-18 in Melbourne.

A summary of the survey is
avaitable free from Aon Australia,
L33, Aon Tower, 201 Kent St.,

Sydney, New South Wales, Aus-
tratia, 2000; phone: 61-2-9253-
7000; faz: 61-2-9253-7001.

ARIMA

draws 400
MELBOURNE, Australia-

Almost 400 delegates attended
the 22nd annual national confer-

ence of the Assn. of Risk & Insur-

ance Managers of Australasia at
the Crown Towers, Melbourne,

Victoria, held

0% * Nov. 15-18.

The theme

\' source „
The 1999

\-0.-- conference,
on the theme

"Outsourcing, the Worm in the
Risk Manager's Apple, " will be
held at the Wrest Point Hotel &

Casino in Hobart, Tasmania, on
Nov. 14-17.

For more information, contact
Intermedia Convention & Event

Management, P.O. Box 1280,
Milton, Queensland, Australia,
4064; 61-7-3369-0477; fax: 61-7-
3369-1512; e-mail: rimaconf@
imcom.au.
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Continued from page 23
backed by a fixed-cost system for
plaintiffs' and defendants' attorneys.
Details are still being finalized, but
Lord Woolf said the concept is funda-
mental to his reforms. He said that set

fees will bring down court costs and
"legally enfranchise" more people.

Brendan Padfield, an insurance
partner with Eversheds, said some in-
surers and policyholders have been
planning for the reforms, bilt most
have "some way to go yet." Insurers
and policyholders that do not ade-
quately prepare for the reforms risk
being"ambushed" by plaintiEs under
the new system, Mr. Padfield warned.

"There are not going to be the same
opportunities for your lawyers to play
catch-up like now," Mr. Padfield said,
referring to the strict timetables.

David Gladwell, head of civil jus-
tice for the Lord Chancellor's Depart-
ment, which will implement the re-
forms, said the reforms willlead to a

more equitable civil justice system.
Mr. Gladwell said the courts will be

taking a much more creative ap-
proach, rather than strictly applying
the letter of the law. "The focus will be

on bringing cases to settlement rather
than judgment," he said. For smaller
claims, arbitration is available. The
reforms will raise the claim limit for

arbitration to £5,000 ($8,200) from the
current £3,000 ($4,900).

Lord Woolf said that previously,
courts were interested in disputes only
when they reached litigation, but now
they will "try to tackle them earlier."
He said the pretrial protocols and case
management conferences break new
ground in case management.

Paul Coppin, an Eversheds insur-
ance partner, warned insurers and
policyholders that, under the new
rules, the courts will enforce timeta-

Growth
Continued from page 23
petition from foreign companies.
Countries where the market share is

highest for insurers that are more
than 50% foreign-owned include:
Hungary, at 93%; and Latvia, the
Czech Republic, Estonia and Slo-
valda, where it ranged from 29% to
49%. Poland will admit foeign insur-
ance companies beginning in January
1999, and Russia will do so in June.

Most countries are encouraging the
sale of private life insurance through
incentives such as tax breaks on pre-
miums and surpluses. Insurers and
private pension funds also are benefit-
ing from mforms, says the study.

Hungary at the start of 1998 be-
came the first country in Central and
Eastern Europe to introduce a three-
pillar system consisting of a compul-
sory state pension, a compulsory fully
funded private pension and voluntary
life insurance with tax advantages.
Croatia will introduce a similar sys-
tem in 1999, as will Poland next April
1. Most other countries in Central and

Eastern Europe are discussing pen-
sion reform legislation.

In most of the countries studied, life
insurance spending grew rapidly in
1997 but accounted for less than 1%

of national GDP, compared with an
average of 4% in Western Europe.

Non-life insurers, whose penetra-
tion in 1997 was 1.9% of GDP, also

can expect growth rates much higher
than those in Western Europe, though
not as great as life insurers in Central
and Eastern Europe, says the study.

As GDP grows, the demand for in-
surance increases faster than income.

In the future, income in many Central
and Eastern European countries
should rise as GDP grows more
strongly than in Western Europe,
Swiss Re says. Income growth will be

bles and penalize "game players."
"Delays will no longer be tolerat-

ed," he said. "Those who delay are
dead in the water." Under the strict

timetables, cases would proceed with-
out additional defense evidence if de-
fendants miss deadlines.

Mr. Coppin said attorneys can com-
ply with the timetables only if insur-
ers and polieyholders are quick to
provide documents.

Mr. Padfield agreed that defen-
dants that do not adequately prepare
may be rushed into hasty prepara-
tions under the new system. It is in a
plaintiff's best interests to quietly pre-
pare a ease and then give the defen-
dant the minimum period before issu-
ing proceedings.

Helen Molyneux, an Eversheds in-
surance partner, said insurers and
policyholders must do a lot more
work before proceedings or they risk
being "hijacked. „„The amount of ex-

tra work for claims handlers during
the early stages of a case cannot be
overemphasized," she said.

Ms. Molyneux said more cases may
be settled-possibly at great cost-be-
cause defendants won't have the evi-

dence they need to defend themselves.
"The message is'Be prepared."'

Mr. Padfield agreed that insurers
and policyholders can "fight back"
under the reforms. "It is a matter of

changing your outlook and refining
your claims teams" to have all the
necessary information handy, he said.

He said an insurer must be proac-
tive when there is an accident report.
"Get closer to your risk managers, so
there is better notification," he said.

Mr. Padfield said the reforms also

highlight the need for "empowered"
insurance and risk managers that can
go in quickly and get medical reports,
documents and evidence.

"If you have good discovery pro-
cesses and quality witnesses, you are
back in the driving seat," he said. IN

highest in Poland, Hungary and
Slovenia and considerably lower in
the Czech Republic. As a result of the
Russian economic crisis, the Baltic
states of Lithuania, Latvia and Esto-
nia are likely to experience slower
growth than had been expected.

The study says high inflation in the
former Soviet republics and Romania
will hurt insurance. Non-life insurers

can expect loss ratios to rise in these
countries, as when they calculated
their premiums, they would not have
anticipated the Russian crisis or such
a high rate of inflation, says the study.

However, the study adds that regu-
latory changes are central to the de-
velopment of the insurance industry
in Central and Eastern Europe.
Change in the non-life sector will be
dominated by auto insurance. Impe-
tus for growth in auto insurance will
come from the introduction of obliga-
tory motor third-party liability insur-
ance, an increase in the statutory min-
imum coverage, the introduction of a
right of recourse for national social se-
curity programs to recover their costs
from private insurers, and increasing
liability awareness.

Premium volume in Central and

Eastern Europe in 1997 totaled $14.9
billion, or just under 1% of the world-
wide total. Of this, non-life insurance
accounted for 75%, or $11.1 billion,

compared with an average of 50% of
total premiums accounted for by non-
life insurance in Western Europe.

Copies of "Insurance Industly in
Centrat and Eastern Europe: Increas-
ing Competition-Diferent Prospects
for Growth," Sigma No. 7/1998, are
available*ee*om Swiss Reinsurance
Co., Economic Research & Consult-

ing, P.O. Box CH-8022 Zurich,
Switzertand; 41-1-285-2551, far:
41-1-285-4749. The report also is
avaitabte on the Internet at

www.swissre. com.
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January 26-27,1999
New York Marriott World Dalle Center

Conference
Best Practices and Tools for Managing Today's 401(k) Plans

Who Should Attend

To register,
please contact

Plan Sponsors of corporate and public pension funds,
savings plan administrators, chief financial officers,
employee benefit and human resource managers.

IBF International Business Forum

100 Merrick Road • Suite 500, West Bldg.
Rockville Centre, NY 11570

Telephone: (516) 594-3000 • Fax: (516) 594-5979
Email: ibforum@tiac.com • Website: www. ibforum.com

For exhibit opportunities, contact Julie Tarsi at Ext. 14.

For sponsorship, contact Laura Kenny at Ext. 12.
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British Aerospace sublease income covered production rate, managlng existing
arreraft and working In the secondary
market "We told the underwriters,

By MARIA KIELMAS nbes m New York The program also timated diference between contin- space's aircraft portfoho 'Here is a quantiflable risk to insure,'
covers the residual value of British gent habihties and future sales or The transaction costs amount to a and they agreed," Mr Bowers said

FARNBOROUGH, England-Bnt- Aerospace aircraft leases and aircraft remdual value charge of £38 milhon ($60 milhon) net It took about eight months to put
ish Aerospace PLC hopes that an Contingent habilities arise for In the early 1990s, contmgent ha- of tax in 1998 results Most of this together
innovative, multiyear financial risk British Aerospace when a chent that bilities paired with low sales of air- charge is the premium, Mr Rice said The coverage "separates our bal-
insurance program it formed recently leases or buys an airplane from the craft had a catastrophic effect on the Accordmg to M&M, the lead un- ance sheet from our risk exposure
w111 keep its balance-sheet losses company subleases the plane to a company's performance "Basically, derwnters on the program are Alhanz The balance sheet needs to be used to
grounded third party that defaults on its pay- we built aircraft but didn't have the Risk Transfer of Zurich, Switzerland, fund production development," Mr

After recoverlng from more than ments Bntish Aerospace and other market to lease them out," said Tony AMBAC Assurance Corp, Munich Rice said
$1 5 bilhon m losses m the early 1990s aircraft makers guarantee sublease Rice, group managing director-com- Remsurance Co 's Am-Re Managers, According to British Aerospace and
on aircraft leasing guarantees, the payments to the onginal client mercial aerospace at Bntish Aero- London-based Royal & Sun Alhance Marsh & MeLennan, the airplane
aircraft manufacturer this year To trigger the coverage, however, space m Famborough, England PLC, and XL Insurance Co Ltd of maker is the first company to imple-
turned to a special insurance pro- Bntish Aerospace would have to face "We overproduced It was bad Bermuda Also participating are ment such a financial nsk insurance
gram to prevent similar future losses losses totahng £776 milhon ($1 30 bd- management We took a £1 bilhon MBIA Insurance Corp, Overseas program, but Mr Rice believes other

Marsh & MeLennan Secunties hon) That mcludes a self-insured re- ($1 57 bilhon) wnteoff It was the Partners Re Ltd of Bermuda, and companies Mll follow the example
Corp, a unit of Marsh & McLennan tention of 10% of the insured hmits, largest (at that time) in U K con)o- Swiss Re New Markets and Wm- This form of rlsk management is
Cos Inc that specializes m capital or £240 milhon ($401 milhon), and an rate history," Mr Rice said "We still terthur Insurance, both of Zunch very appropnate for lease-financed
market solutions for the insurance m- annual balance-sheet provision of produce regional aircraft, but with "Given the size of the program, a habilities, because lease-financed m-
dusty, put together the program £536 milhon ($895 5 milhon) the insurance, we have effectively lot of education had to be done m the come carnes certain tax enhance-

The 15-year program, the first of its According to Bntish Aerospace, the capped the downside " markets," Mr Bowers said "A lot of ments Refinancing its mcome would
land, protects Bntish Aerospace from sum insured represents the compa- M&M Securities said m a state- major companies were doing a lot of affect such tax advantages, whereas
losses arising from actual and contin- ny's 1997 contingent liabilities after mentthatBoston-based The RISCon- malor analysis and transactional the insurance package guarantees the
gent habihties up to £2 4 bilhon ($4 0 figunng in mcome from some aircraft sultmg Group LLC developed a analysis" sublease mcome to British Aerospace
bilhon), according to Edward Bow- sales British Aerospace calculated model to assess the value and the ex- Bntlsh Aerospace has spent the last and does not damage the existing top
ers, managing director of M&M Secu- the balance-sheet provision as the es- pected volatillty m Bntish Aero- four years cuttmg back on its aircraft hne, Mr Rice said
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Utilization ..... UNDERWRITER ..... Manager, Marine Insurance and UNITED STATES BANKRUPTCY COURT SOUTHERN DISTRICT OF NEW YORK UNITED STATES BANKRUPTCY COURT

Review Services ClaimsDowntown Chicago Independent IN THE PETITION OF ANTHONY JAMES MCMAHON SOUTHERN DISTRICT OF NEW YORK
AND PHILIP WEDGWOOD WALLACE, AS JOINT PROVISIONALWholc.ale Commercial Lines The Schnitzer Group, based in Portland,

RFQUEST FOR Broker/MGA seeks knowledgeable oregon, has an opening for the position LIQUIDATORS OF ANGLO AMERICAN INSURANCE COMPANY LIMITED IN THE PETITION OF DAVID LLEWELLYN

PROPOSALS and proven Underwriter with of Manager, Marine Insurance and Claims Case No 97-8 41556 (PCB) MORGAN AND MARK W R SMITH, AS JOINT

strong Retail contacts EN ell,-nt This position reports to the Director of Risk NOTICE IS HEREBY GIVEN that on December 7, 1998, the Bankruptcy Court entered an order (the PROVISIONAL LIQUIDATORS OF

Washington State Labor & opportunity, compensation and Management "Order") continuing the Preliminary Injunction Order pursuant to 11 USC §§ 105 and 304(b) originally

Industries (L&1) seeks proposals benefit package Confidentiality entered m thiscase on March 19,1997 The Order shall remain In effect pending a hearing schedule for June STOCKHOLM RE (BERMUDA) LTD.
guaranteed This position operates within broad 7,1999 at 2 30 p m before the Honorable Prudence Carter Beatty, in the Alexander Hamilton Custom House,

from firms qualified to perform parameters established by company policy One Bowling Green, New York, New York Any person wishing to obtain a copy of the Order should contact Case No 95-8-40543 (PCB)
medical utilization review services Call Jeanette at (312)360-9696 and has considerable latitude an decision Mary Ann Elliottat (202)862 2342

NOTICE IS HEREBY GIVEN that on De-
for a large workers' compensation making and negotiation, requiring a great CADWALADER, WICKERSHAM & TAFT

degree of technical knowledge of 100 Maiden Lane cember 7,1998, the Bankruptcy Court en-
insurer Between January 1997 and
September 1998, L&1's contracted FOR property, casualty and marine insurance New York, New York 10038 tered an order (the "Order") continuing the

Responsibilities include negotiation, Tel (212) 504-6000 Preliminary Injunction Order pursuant to 11UR firm conducted about 400 placement and administration of marine Fax (212) 504-6666
U S C §§ 105 and 304(b) originally entered

inpatient hospital reviews per month 1999 RATES insurance for a division of the company Attention Kenneth P Coleman, Esq

and 1,692 outpatient reviews per AND operating a fleet of bulk carriers, and Stephen Doody, Esq In this case on February 24,1995 The Order

month Proposals due February 5,
managing non-marine Insurance claims for ' shall remain In effect pending a hearing

1999 Letter of intent to bid due EDITORIAL other corporate entities Claim functions
No. 006704 of 1998 scheduled for June 7,1999 at 2 30 p m be-

include expenditure of funds in payment
January 6,1999 Bidders conference CALENDAR of third-party claims under the corporate IN THE HIGH COURT OF JUSTICE fore the Honorable Prudence Carter Beatty,

January 8, 1999 Call for an RFP self-insured casualty program and CHANCERY DIVISION In the Alexander Hamilton Custom House,

(360) 902-5053 CALL collection of claim funds under property, COMPANIES COURT One Bowling Green, New York, New York
casualty and marine Insurance policies MR REGISTRAR BUCKLEY Any person wishing to obtain a copy of the

www wa govllnil 312-649-5340 Negotiation and accurate processing of IN THE MATTER OF MUTUAL OF OMAHA U.IE. LIMITED Order should contact Meter Terwilleger at
Search words Utilization Review marine insurance policies and aggressive And

(212) 504-6531and prompt resolution of claims ts IN THE MATTER OF THE COMPANIES ACT 1985
required In order to minimize losses,

5RmS#AOF f 7 -7 HELPWANTED'
NOTICE IS HEREBY GIVEN that by an Order dated 4th December 1998 made in CADWALADER, WICKERSHAM & TAFT

maximize gains and to reduce the overall the above matters the Court has directed a meeting to be convened of the 100 Maiden Lane
cost of risk

kheme Creditors (as defined in the Scheme of Arrangement hereinafter New York, New York 10038
Qualifications for this position Include a mentioned) of the above named company (hereinafter called the "Company") for

Tel (212) 504-6000

Your Experience Is About To Pay Off. Bachelor's degree (law degree preferred), the purpose of considering and, if thought fit approving (with or without
requires a minimum of 5 years primary modification) a kheme of Arrangement proposed to be made between the Fax (212) 504-6666

hands-on marine claims experience, Company and its said Scheme Creditors and that such meeting will be held at One Attention Kenneth P Coleman, Esq
PLI Brokerage, a national Insurance broker and subsidiary of The Chubb Insurance underwriting and/or brokerage Silk Street, London EC2Y 8HQ, United Kingdom on 22nd January 1999 at 1030 Stephen Doody, Esq
Corporation, ts seeking ambitious, aggressive and expenenced professionals experience, preferably in the marine am at which place and time all such kheme Creditors are requested to attend
for various positions nationwide PL! specializes m niche personal insurance industry. thorough knowledge of Any person entitled to attend the said meeting can obtain copies of the said
sales and marketing and offers you the advantages of an entrepreneunal property. casualty and manne insurance Scheme of Arrangement forms of pro4 claim forms and copies of the Business Insurance

policies, advanced oral and written
cultuiv with exceptional Fortune 500 benefits Statement required to be furnished pursuant to Section 426 of the above-

communication skills, analytical and mentioned Act at the registered office of the Company at Plumtree Court (PC Circulation Breakdown
Commercial Consumers

Regional And Office Alanageib mathematical skills, basic computer skills, 429), London EC4A 4HT, United Kingdom during usual business hours on an Administlative
Including spreadsheets and word day (other than a Saturday or Sunday or public holiday) prior to the day CEO's Prmdents, and 0,mers 5,007

Will manage sales and service for one or multiple PLI offices Should have processing (Excel & Word). and tact and appointed for the said meeting Vice Pres,dents, General Managers and

ability to communicate on a profemonal Other Administrative Personnel 5,346
expenence working with upscale clientele and strategic alliances, including The said kheme Creditors may vote in person at the said meeting or they may Financial

financial consultants, mongage lendes, and realtors
level with a variety of people

appoint another person, whether a Scheme Creditor or not, as their proxy to Chief Rnancial Omcers and Vice Presidents

Interested candidates should submit a ot Rnance 4872

attend and vote in their place It is requested that forms appointing proxies and Secretanes Treasurers controttersand
Relationship Ianagers resume to Mr Drew Lippay. Assistant Vice claim forms be lodged at the registered office of the Company situate at other Rnancej Personnel 3927

Ri*Employee Benefits

Looking for highly motivated individuals who can foster new client relation- President of Human Resources, The Schnitzer plumtree Court (PC 429), London EC4A 4HL United Kingdom (facsimile number Vce Pres,dents Directors,Malagers andotherrelatedde·
Group in one of the following ways

ships through partnerships with financial consultants, affinity groups and real +44 (0) 171 2126316) by not later than 1030 am on 20th January 1999 but if  nskernployeebenems.
estate businesses • P O Box 10047, forms of proxy are not so lodged they may be handed to the Chairman at the r=I sately, secunty Industnal relons,

Portland, OR 97296-0047 said meeting Any Scheme Creditor returning a form of proxy only will have the lesourwsandemployee/
labor relations 13,n4

Sales E\ecuti,es • via e-mail at hr@schn com value of their claims determined for voting purposes by the Chairman of the Sub·total 32.926

• or by fax at (503) 321-2649 said meeting on the basis of the information available to the Company In Assoctal,ors 259

If you have a strong entrepreneunal spint and the ability to bond well with respect of such claims Govemmem, Unions and
Educational Instinmons 931

prospects and chents, determine their needs and provide appropnate services, By the said Order the Court has appointed Philip Singer or fading him Paul Commercial ConsumersSub-total 34 116we have a position for you Evans to act as Chairman of the said meeting and has directed the Chairman to Insurance Aoems and Brokers 7735

report the result thereof to the Court Insulance Compantes 6668

All candidates vhould possess valid P/C License and expenence m Accountants Actuanes
The kheme of Arrangement will be subject to the subsequent approval of the Court Attorneys & Consulants 2520

similar position For job opportunities in your area, visit our website at Adjusters,Applaisels TPAs Captive Mamgers

www plibrokerage com Send resume to Human Resources, PLI Brokerage, Id Check Us Out Dated this 14th day of December 1998 & Health Cam Prwdets 1,432
Others Allied to me Field 759

25 Independence Blvd , 4th Floor, Warren, NJ 07059 or fax to 908-903-6501 LINKLATERS & PAINES (DTUDXJH) Total Qualified 53.235

One Silk Street Non·quallfied/Paid Subscnptions 17
or e-mail to careers@plibrokerage com Single Copy Sales 3London EC2Y 8HQ

TOTAL CIRCULAnON 53,255

Equal Opponunity Employer Solicitors for the Company * Sourne amiess/OccupahonW
meakdown 0/ curimbon

Personal Insurance Professional Soluoons PLI Brokerage, lnc May 25 1998 8sue as
subm,tted to BPA for June 1998CH.B. To place on od contoct iamieshi@crain.com SPA Putlishefs Statement
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Largest U.S. reinsurers' nine=month 1998 results
Net

reinsurance

premiums
written

1998

General Re $1,993,986

Employers Re 1,913,578

American Re 1,743,267

Berkshire Hathaway 951,000

Transatlantic Re/Putnam Re 931,574

St. Paul Re 832,813

Everest Re 754,138

Zurich Re 667,760

Hartford Re 537,343

Swiss Re America 531,556

SCOR U.S. 493,651

Kemper Re 434,856

NAC Re 370,207

TIG Re 328,737

Constitution Re 323,011

Underwriters Re 291,962

Signet Star Re 264,336

Reliance Re 172,344

PMA Re. 170,414

Folksamerica Re 163,614

Total for Top 20 13,870,147

Total for all companies 14,998,537
Source: Reinsurance Assn. of America and Business /nsumnce

Reinsurers
Continued fTom page 2
The 20-largest reinsurers reported
an aggregate $13.9 billion in premi-
ums written in the first nine

months of 1998, compared with
$14.4 billion in the same period in
1997, according to the Washington-
based Reinsurance Assn. of Ameri-

ca.

The combined ratio of the top 20
increased to 103.6% in 1998 from

102.5% in 1997.

"When it gets bad enough, it will
turn around, but in the meantime,
we will have more of the fire sales

that we have seen lately," Mr.
Bunaes said, referring to the com-
paratively low prices at which some
reinsurers have been sold during

, the past year.
The reduction in overall premium

volume should be expected, given
the continued decline in reinsur-

ance rates over the past nine
f months, said Jerome Karter, presi-
, dent and CEO of SCOR U.S. Group
in New York.

"The market is still rotten, and no
one that values technical prof-
itability should be up unless they
have specific reasons," he said.

SCOR did increase its written

premiums over the past nine
months, but that was due to the ac-

quisition of Allstate Reinsurance in
1996, Mr. Karter said.

And next year, reinsurers seeking
to write profitable business will
likely see further reductions in
written premiums, he said.

"There is no way, given the cur-

Y2K
Continued from page 1
Pineville is for breach of contract

and "does not allege an 'occur-
renee' as defined by the policies."
The insurer also alleges that the
claim of property damage made by
Pineville is not covered by the CGL
policy.

"This is the first time that I know

of that any Y2K claim has resulted
in litigation" over coverage, said
Jim Pabarue, an attorney with
Christie Pabarue Mortensen &

Young, which represents insurers
in coverage disputes and closely
follows Y2K legal developments.

Ranked by net reinsurance premiums written. All amounts in thousands of dollars.
Net

reinsurance

premiums
written

1997

$2,319,977

1,399,320

2,028,323

926,100

821,498

967,951

1,002,828

812,239

513,874

584,393

459,341

458,161

399,736

409,904

337,523

281,057

210,779

118,340

141,464

160,377

14,353,185

15,447,281

rent market conditions, that I want
to spend a buck fifty to get a buck
back," Mr. Karter said.

It is surprising that the aggregate
premium figures for reinsurers
have not declined more, given the
current low rates, said Peter Wade,
vp at Lehman Bros. Inc. in New
York.

While some reinsurers may be in-
creasing their premium volumes by
writing more program business di-
rectly with managing general
agents, most have little prospect of
increasing their premium volumes,
Mr. Wade said.

But even in direct business there

is not much opportunity to grow,
said Mr. Bunaes of Constitution Re.

Constitution Re owns a direct in-

surer, Sirius America Insurance

Co., but it writes few contracts be-
cause the primary business is also
unattractive, he said.

"Of the 60 or so opportunities
we've looked at this year, we've
written about half a dozen," Mr.
Bunaes said.

The demand for reinsurance con-

tinues to shrink, which puts even
more pressure on reinsurers seek-
ing to grow, said Susan Spivak, vp
at Donaldson Lufkin & Jenrette

Inc. in New York.

"Traditional buyers are merging
and retaining more risk and there is
more competition from non-tradi-
tional sources of capacity, so it is
not a very bright outlook for the
reinsurance industry," Ms. Spivak
said.

Although reinsurers have contin-
ued to show an increase in profits
for nine months, the results are not

Mr. Pabarue said that this type of
Y2K suit-against computer sellers
or service providers for breach of
contract-represents the first wave
of such suits. He generally agrees
that CGL policies, such as the one
written by Cincinnati, would not
cover such policyholder claims and
that insurers can successfully deny
coverage. CGL exclusions for such
breach-of-contract claims "are

commonplace," he said.
Risk managers and insurers gen-

erally concur that losses directly
caused by the Year 2000 computer
problem will not be covered,
though various consequential loss-
es may be insured (BI, Dec. 7; Sept.
28).

Policyholders
surplus

(reinsurers

only)

$6,311,035

4,597,092

2,426,420

N/A

1,257,096

N/A

998,730

847,446

N/A

1,746,476

413,868

534,149

701,176

561,730

427,293

678,720

252,329

N/A

283,018

298,241

22,334,819

26,944522

Net

income

1998

$642,330

369,826

229,058

N/A

161,349

N/A

111,503

90,679

N/A

251,968

12,355
45,248

72,545

61,744

65,167

27,169

11,141

N/A

20,655

27,886

2,200,623

2,499,406

sustainable given the market con-
ditions, she said.

Net income for the top 20 rein-
surers for the first nine months of

1998 was $2.2 billion, compared
with just under $2 billion for the
top 20 for 1997's first nine months.

Although, reinsurers saw in-
creased profits overall, several
reinsurers were affected by the in-
crease in catastrophes and other

They want to pay 1 to 1.2
limes book, and, atlhe
same time,they want to sell
for 1.5 times book,' says
Peter Wade of Lehman Bros.

losses in 1998, said Mr. Karter of
SCOR.

"That has to have some impact
on thinking," he said.

But the losses for 1998 are not as

bad as they might at first seem, said
Grace Osborne, a director at Stan-
dard & Poor's Corp. in New York.

Losses in 1998 are being com-
pared with 1997 losses, which was
notable for being a year that was
unusually free of catastrophes, she
said.

Nevertheless, reinsurers have
faced some additional expenses in
1998 that likely contributed to the
increase in the overall combined

ratio, Ms. Osborne said.
"In 1998 you have companies in-

curring some Y2K-type expenses,
and we had not seen that to the

Although this is the first cover-
age suit over the Y2K issue, it was
inevitable, as defendants in Y2K
suits look to their insurers to ab-

sorb their liability and legal costs,
said Julia Frost-Davies, an attor-

ney with Bingham Dana L.L.P. in
Boston. She has been following
Y2K litigation closely and has spo-
ken on the topic.

"It's exactly the kind of litigation
that's been expected in this field,"
she said.

"We shall see more of them in the

next few years as more Y2K suits
make their way through the
courts," she added.

Sorne insurers have addressed

the issue with Y2K exclusions. The

Losses

& loss

adjustment
expenses

$1,339,044

1,153,127

1,176,134

662,000

688,003

520,423

566,014

475,427

419,661

345,253

385,059

317,015

238,964

253,611

248,576

196,728

170,228

103,959

105,149

129,882

8,832,919

10,189,644

Loss

ratio

67.7%

67.8

69.5

85.0

75.4

66.2

73.5

75.0

79.6

65.8

75.8

75.9

66.1

677

71.9

71.4

72.6

66.7

67.8

71.4

71.4

67.9

Underwriting

expenses

671,661

625,319

603,974

146,000

248,716

276,729

229,563

229,366

145,601

204,254

189,471

140,341

139,457

126,998

108,238

89,636

83,890

59,897

62,601

58,153

4,439,865

4,973,343

same magnitude in 1997," she said.
The generally rosy picture for

reinsurers profitability does not
necessarily reflect a healthy indus-
try, said Dennis Zettervall, CEO of
Hartford Re Co. in Hartford, Conn.

"It comes down to the question of
whether the business being written
today is being properly reserved
for," Mr. Zettervall said.

Property and casualty reinsurers
may be concealing the effect of in-
creased property losses by reducing
their reserves for casualty business
or reducing their reserves for busi-
ness written in prior years, Mr.
Zettervall said.

"If that is correct, then it be-

comes a question of when that will
be recognized, and that becomes a
function of how long-tail the busi-
ness is," he said.

More and more reinsurers will

start to feel the effect of this prac-
tice over the next few years, and
that should help harden the mar-
ket, Mr. Zettervall said.

"They will have to take action,
and I don't think that it is too far

off. It won't be a hard market, but I

think we'll see some hardening in
the next 12 to 18 months," he said.

Currently, the glut of capacity in
the reinsurance market will contin-

ue to hold back rate increases, said
S&P's Ms. Osborne.

"Capital is still very, very strong
in the U.S. reinsurance market,"
she said.

Companies with excess capital
are continuing to look at ways to
use it, said Elizabeth Farrell, senior

financial analyst at A.M. Best & Co.
in Oldwick, N.J.

exclusions might not completely
resolve the problem, however, if
policyholders can successfully ar-
gue that the coverage trigger oc-
curred before the exclusion exist-

ed, Mr. Pabarue said.
But, Cincinnati Insurance Co.

has decided not to put exclusions
in policies, said Gary Givler, secre-
tary-claims for the insurer. They
have pursued this policy "so we

can handle each claim on its mer-

its," he said,

The insurance company would
not comment further on the suit.

Exclusions could backfire and

hurt insurers, Ms. Frost-Davies
noted. When a Y2K exclusion is

added to a policy, policyholders

Expense
ratio

33.7%

32.7

34.6

15.3

26.7

33.2

30.4

34.3

27.1

38.4

38.4

32.3

37.7

38.6

33.5

30.7

31.7

34.8

36.7

35.5

32.0

33.2

Combined

ratio

1998

101.4%

100.5

104.1

103.7

102.1

99.4

103.9

109.3

106.7

104.2

114.2

108.2

103.8

106.3

105.4

102.1

104.3

101.5

104.5

106.9

103.6

101.1

Combined

ratio

1997

99.1%

101.4

103.6

102.5

99.7

103.1

101.8

104.8

104.4

104.0

103.9

109.5

102.8

103.3

105.6

102.3

104.1

102.2

103.2

105.9

102.5

101.3

"They are looking for a place to
put it, by either buying their com-
petitors or going across seas....
Those companies that have well-es-
tablished business internationally
will be able to forestall the down-

ward trend more easily than those
companies that only have domestic
operations," she said.

Given the overcapacity in the
market, there should be further

consolidation in the industry, but
many reinsurance companies that
are up for sale will not get the
prices they are looking for, said Ms.
Spivak of DLJ.

"We'll see more consolidation

take place, but only when pricing
expectations come down," she said.

As the stock prices of reinsurance
companies come down, reinsurance
company executives will have to re-
duce the prices they are seeking to
sell for, Ms. Spivak said.

Executives at reinsurers that are

looking to be bought are still seek-
ing significantly more than poten-
Ual buyers are willing to pay,
agreed Mr. Wade of Lehman.

And the same reinsurers that

would be willing to sell for the right
price are retaining their capital,
rather than buying back shares, in
case they have the opportunity to
buy a rival for little more than book
value, he said.

"They want to pay 1 to 1.2 times
book, and, at the same time, they
want to sell for 1.5 times book," Mr.
Wade said.

Eventually, some reinsurers will
have to realize that they are not go-
ing to get the money they are look-
ing for, he said. Ell

can then argue that older policies
lacking the exclusion must cover
Y2K claims. "It's a risk that insur-

ers run," she said.

Tim Hill, Security Data System's
attorney, would not comment on
the case.

The next wave of suits, Mr.
Pabarue warns, might be more
complex. Those suits will generally
involve product manufacturers and
sellers whose products fail because
of an embedded computer failure,
causing bodily injury or death to a
third party. An example would be
if a pacemaker with a computer
chip fails.

Those suits will create "more dif-

ficult coverage issues," he said. Ell
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NYLCare faces non-compliance hearing

BALTIMORE-NYLCare Health Plans of the Mid-Atlantic Inc.

will appear at a Dec. 18 hearing to contest a Maryland Insurance
Administration sanction for non-compliance with a law that enti-
tles certain patients to a 90-day supply of prescription medication.

Under the Maryland law, health plan members who require
maintenance medication for chronic conditions are entitled to a

90-day supply each time a pre-
m scIiption is refilled. The 90-day

supply cannot be limited to

An Aetna U.S. Healthcare Company purchase through a mail-order
program.

The Maryland Insurance Administration received complaints
between April and September that NYLCare denied members
covered by its prescription drug rider the 90-day supply, accord-
ing to the order signed by Maryland Insurance Commissioner
Steven Lalsen.

NYLCare told the administration that it believed it had com-

plied with the law by making 90-day supplies available exclusive-
ly through its mail-order service. The HMO said administrative
problems prevented it from providing wider access to members
whose plans were effective prior to July 1998. Now, though, mem-
bers with plans effective before that date can get the 90-day sup-
ply through network pharmacies if they call to request it. Mem-
bers with plans renewed or effective on July 1 or later have auto-
matic access to this benefit.

A spokesman for NYLCare's parent, Aetna U.S. Healthcare,
said the HMO has "questions about the findings of the state" and
is researching the issue to make its case at the hearing.

ADR use rising in COL claims: ISO

Nearly one in five large commercial general liability claims was
settled by alternative dispute resolution techniques last year, ac-
cording to a study released earlier this month by the Insurance
Services Office Inc.

The percentage of claims settled by ADR for amounts in excess
of $75,000 has more than doubled in seven years, reaching 18.5%
last year, according to ISO's "Closed Claim Survey for Commer-
cial General Liability: Survey Results, 1997." This compares with
15.4% in 1995, 10.6% in 1993 and 7.1% in 1991. ISO based its

, study on an analysis of 1,763 claims closed be-
-0,00 tween July 1, 1997, and Oct. 31, 1997, that re-
0=04- suited in loss payments of more than $75,000

to the claimant.

The study also found that daimants were more likely to file suit
in state, rather than federal court; that the most common type of
accident involved slipping or falling; and that the most common
injuries were fractures.

Twenty-nine insurers, which collectively account for 66% of the
commercial general liability market, participated in the study. The

study itself was conducted under the auspices of the National
Assn. of Insurance Commissioners.

'98 hunicane season worst in 200 yeais: NOM
The 1998 hurricane season was the deadliest in more than 200

years, according to the National Oceanic and Atmospheric Ad-
ministration.

The 1998

hurricane sea-

son, which offi-
cially ended on
Nov. 30,
spawned 14
tropical Cy-
clones-10 of

which turned

into hurri-

canes-and

caused an esti-

mated $3.2 bil-
lion in insured

property dam-
age to the United States, according to the NOAA.

This year's hurricanes are blamed for 21 deaths in the United
States and caused at least 12,000 deaths in the Western Hemi-
sphere. October's Hurricane Mitch caused most of the deaths as it
pounded Central America. Only an October 1780 hurricane that
ravaged the Caribbean from Barbados to Martinique was deadli-
er, with an estimated death toll of more than 20,000.

MetLife to complete demutualization in 1999

New York-based Metropolitan Life Insurance Co. expects to
complete its conversion to a stock company by late 1999.

According to the company, the greater flexibility afforded by
the stock company structure, along with the accompanying

broader access to the capital markets,

MetLife® to strengthen its market position and
will allow New York-based MetLife

better pursue growth opportunities.
Company management currently is developing a plan for

MetLife's demutualization, under which it will convert from a
mutual to a publicly traded stock company. The final plan will
be subject to the approval of the company's board, its policy-
holders and the New York Department of Insurance.

ASHRM names president-elect
CHICAGO-The American Society for Health Risk Manage-

ment has named Fay Rozovsky president-elect for 1999.
Ms. Rozovsky is president of the Rozovsky Group of Richmond,

Reinsurance Intermediary
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Va., which is a consulting firm speciAlizing in
regulation and risk management. In addition
to consulting, she holds a law degree and has
taught at the Medical College of Virginia.

During ASHRM's annual meeting in Octo-
ben Ms. Rozovsky received the society's Dis-
tinguished Service Award. The society said
the award reflects "outstanding efforts in the
field of risk prevention."

Ms. Rozovsky as president will succeed
Grena Porto, director of clinical risk manage-
ment for VHA Inc. of Berwyn, Pa., who began
her tenum as president at ASHRM's October ann

Information in brief

Ms. Rozovsky

ual meeting.

CNA Insurance Cos. is shedding its group employer medical
business after deciding such business does not meet the insurer's
profitability goals. CNA is selling a large portion of the business
to American Medical Security Group of Green Bay, Wis., for an
undisclosed amount. The buyer is assuming liability for the ac-
counts beginning Jan. 1, and CNA will administer the business
until Feb. 1. The move follows CNA's recent sale of small-group
health care business to Mutual of Omaha.... The Alexandria,
Va.-based National Community Pharmacists Assn. is voicing its
opposition to Rite Aid Corp.'s planned acquisition of pharmacy
benefits management company PCS Health Systems. The NCPA,
which represents independent pharmacies, contends the acqui-
sition is anti-competitive because it would give Rite Aid, a retail
pharmacy chain, access to confidential information on its mem-
bers' pricing strategies. . . .The U.S. Supreme Court heard oral
arguments Nov. 30 in a case that could spell out the scope of the
McCarran-Ferguson Act, which grants states the primary role in
insurance regulation. The case, Humana us. Forsyth, involves
whether the McCarran-Ferguson Act blocks the filing of a class-
action suit under the federal Racketeer Influenced and Corrupt
Organizations Act over alleged fraudulent administration of
group health insurance policies because such a suit would "im-
pair" the state of Nevada's regulation of insurance. A decision is
expected next year... .Broker Poe & Brown Inc. last week an-
nounced that it has acquired The Insurance Center Inc. of Albu-
querque, N.M.; The Maulden & MeLendon Agency of Winter
Haven, Fla.; and C.D. Petrie Inc. of Fort Lauderdale,
Fla. . . .Goodwin L. Myrick, chairman, president and chief exec-
utive officer of Alfa Corp., retired last week. The Montgomery,
Ala.-based insurance holding company announced that Jerry A.
Newby, who has served as a director of Alfa, would succeed Mr.
Myrick in all three positions. Alfa recently acquired a stake in
troubled Vesta Insurance Group Inc. ... John H. Flittie will re- i
tire as president and chief operating officer of ReliaStar Finan-
cial Corp. June 30, 1999. The Minneapolis-based insurer has not
named a successor. Ell

NLRB sides with ABC
in lockout over benefits

NEW YORK-ABC Inc. has guests from the union, ABC ind- l
prevailed in an unfair labor prac- cated that it was communicating '
tices charge related to the disclo- with insurers, and that one in-

sure of health plan informa- AIIIA surer offered to provide
tion. l some rate information in j

The National Assn. of exchange for confidential- Broadcast Employees &97& ity, Mr. Silverman's letter
Technicians filed thell/I/I/ll// indicates. ABC, aware of

charge with the New York , the union's plans to strike
office of the National Labor Re- over the issue, informed NA-
lations Board, alleging that ABC BET on Oct. 31 that the network

did not provide in a timely man- "had engaged in additional con-
ner the negotiated network rates versations with the insurance

paid to medical providers under carriers" and "believed that the

the Disney Signature health plan union would be able to obtain in-

that ABC proposed in current formation sufficient to satisfy its
contract negotiations. NABET requests," Mr. Silverman said in
also requested reasonable and his letter.

customary rates in effect under NABET employees staged a
the current health insurance plan one-day strike on Nov. 2, and
that covers union employees. ABC locked them out.

The union said the information Mr. Silverman said that ABC

is necessary as the basis to deter- made repeated and timely at- 3
mine what employees' out-of- tempts to obtain the information,
pocket expenses would be to see and the network's efforts to keep
a physician outside of a plan cho- the union informed of the 1

sen under the Disney Signature progress complied with the Na- I
prograrn. tional Labor Relations Act man-

ABC informed the union that it date to bargain in good faith.
did not have the information be- ABC, effective Nov. 30,
cause insurers consider such in- stopped paying for medical and
formation proprietary and thus other benefits for about 1,650
refused to provide it, according locked out workers. The parties
to a Nov. 19 letter from Daniel are in mediation.

Silverman, NLRB regional direc- NABET has filed an appeal to
tor in New York to a union offi- the NLRB's general counsel in
eial. Washington.

Responding to repeated re- -By Roseanne White
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Commentary Oregon that lost time would be down because gram In January, it wlll take on more
employers are usmg the program and of the paperwork required of employ-

The end is near' returning employees to work ers to claim benefits under the pro-
Cont:nued,»om page 2 From 1993, when Omgon kicked off gram as an added mcentlve, said Bar-
say the concept has not spread be- the program, through Nov 6, the state bara Howe, a Liberty Northwest

hits closer to home cause there is no statistical evidence has paid out a total of $35 5 milhon to claims manager m Portland
that it has lowered claims costs employers, said Mary Hoslans, man- "Our disabling claims have gone

In addition, the program's nsmg ex- ager of the Division's Re-employment down," she said "A lot of claims that
penditures and the unpopularity of Assistance Umt More than 29,500 were disabling in the past, the em-A growing amount of attention is being paid to the specter

of Year 2000 computer problems faced by the bumness world
taxes may be impediments workers have returned to work under ployers immediately get them back to

Even m Oregon, the growing popu- the program, and an average of 52 work because of the EAIP program
Each week, we see compames disclosing to investors the mil- lanty of the program could eventually new employers use it every month But it is in conjunction with a lot of

hons of dollars they are spending on tackling the millennium mean some curtailment of benefits, The program originally was hmited other reforms that went on in Oregon
bug, or hear of legislative proposals almed at mmirmmng the though that has not yet been pro- to providing payments in cases where that also were mtended to reduce dis-

liability of public and pnvate entities to the problem. Lawsuits posed, a Workers Compensatton Divi- an employee missed three or more abhng claims So it's hard to deter-
mon official said days But the approach was expanded mme what impact the EAIP has "are bemg bled by compames seelang to avoid responsibility for

computers that are ill-equipped to cope with the Year 2000
Underthe Employer-at-Inlury Pro- m 1995 because employers were ag- The lack of evidence on whether the

problem And hundreds, if not thousands, of articles have been
gram, a business in Oregon that re- gressively implementing retuI-n-to- program has reduced claims costs
turns an employee with an open work policies, Ms Trussell said Now may be one reason other states have

wntten about the potentialinabillty of compames and govern- workers compensation claim to a medical-only claims also quallfy im- not followed Oregon's lead
ments to conduct their essentlal business hght-duty or modified work assign- mediately in cases where employees "For other states to implement any

But while attenbon is focused on the potential disruption to ment can receive 50% of the employ- make modihed duty available to in- program, you want to have some con-

commerce and how the problem may prevent people from us- ee's gross wages for a maxrmum of iured workers vmcing evidence," said Gregory

mg their personal computers or automatic teller machines,
three consecutive months The funds Self-insured employers, because Krohm, administrator of the Wiscon-
are paid out by the Oregon Workers they generally pay more attention to sm Workers Compensation Division

much less discussion iS spent on what could happen if the Compensation Division Employers their claims, were among the first to The Oregon Employer-at-Iniury Pro-
worst-case scenarios were to come true To be sure, many a can also collect hundreds of dollars take advantage of the program, ahead gram "appears to work, to the dehght
water cooler discussion has revolved around lighthearted con- from the state for work station modi- of insured and smaller employers, said of a lot of Oregon people, but it hasn't

cerns about a possible inability to obtam money from banks, fications, rentals or purchases made to Ms Trussell dtffused outside of Oregon "

or to pay taxes in a timely and accurate manner accommodate returning workers Overland Park, Kan -based Yellow Mr Krohm, who keeps abreast of

But there is far less open discussion and media coverage of Oregon now funds the program, as Freight System Inc launched a modi- nationwide workers comp trends, said

what rmght happen if the computer bug really does cause utll-
well as other workers comp programs, fled-duty program for inlured work- a similar mechanism would not work
by collectmg a tax of 32 cents per ers lust months before Oregon began in Wisconsm because of opposition to

ities to crash, phone systems to shut down, transportation sys- hour worked by employees covered offering fmancial support for employ- the taxation required to fund it "Any-
tems to halt, and services provided by hospitals, fire depart- under a workers comp policy Half of ers with such programs, said Jeff thing where you are imposing a tax on

ments and pollce departments to expenence the levy is paid by employers, the re- Reed, workers comp counselor in employers and employees would just

disruptlons mainder is deducted from workers' Portland for the self-Insured compa- be difficult to sell," he said

Maybe we're afraid to confront the dark wages ny The state's financial reward was According to the Lawrence, Kan -

side of the Y2K problem, the extreme Ilsk
Theamountwill nseto 4 2 cents per an added incentive for Yellow Freight based International Assn of Industn-

hour begmnmg Jan 1, and the state to follow through with the modihed- al Accident Boards & Commissions,
faced by a society grown dependent on expects the tax to raise $212 million duty pollcy and make it a successful other states reimburse employers for
computers and embedded chips in everyday from July 1, 1999, to June 30, 2001 program, he said vocational rehabilitation costs or on-

11fe But employers are not balking at Under the state's program, self-in- the-]ob training and they also provide

There is, however, a current of our society the higher tax, because the Employer- sured employers submit claims for re- financial incentives for hiring rehabil-

that has long prepared for the end of society at-Inliuy Program has been a finan- imbursement to the Workers Comp itated workers But IAIABC research

as we know it So-called surnvallsts have cial boon for them, said Lisa Trussell, Division Insurers submit claims on could not find any other states that
a legislative representative on work- behalf of their pollcyholders subsidize worker wages under mod-

long stockpiled food, water, battenes and ers comp issues for Salem-based As- The program helps Oregon's com- fred-duty programs
. ammunition in the behef that, some day, so- sociated Oregon Industnes petitive State Accident Insurance With its success, Oregon's Employ-

ciety would disintegrate into a lawless, "That is a really cool program," she Fund encourage insured employers to er-at-Injury Program is facing grow-
prurntlve state alon to the Wild West said "M we were going to cut funding adopt return-to-work policies, said mg pains The state is reimbursmg

on somethmg, it would not be that "This movement has gone largely unnoticed since the end of Diane Edwards, the Insurer's pro- employers more than $1 million a

the Cold War, when the threat of nuclear annihllation was an The number of lost time days is gram manager for return to work Ms month, Ms Hoskins said

often unspoken but very real possiblhty
down throughout Oregon, and em- Edwards said she beheves the pro- "That is big dollars for Oregon,"she
ployees are gettmg back to work gram keeps costs down SAIF cur- explained "At some point, we are

But now, with a perceived threat that modern society w111 quicker, Ms Trussell said rently recovers $300,000 per month on probably golng to thlnk of ways of
come to a crashmg halt, the survivallst movement is gaming a Ms Tbussell's observations are behalf of insured employers but does curtaillng some of it because, obvious-

new head of steam among people who are truly afraid of what based solely on anecdotal evidence, not track claims savings ly, it's an expensive program Frankly,

the end of the millennium might brlng there are no statistics from the state to Liberty Northwest Compames, a we don't have unlimited dollars We

Apart from an expectation that fmancial services wlll be in- back her assertions Even without sta- umt of Liberty Mutual, also encour- can't just keep going up, up, up and
tistical evidence, she said, it follows ages its pohcyholders to use the pro- never take a look "

terrupted, there is concern about whether the nation's electn-
cal, gas and water utdities are hkely to continue to dehver the
goods And there is out'lght pessmusm that government ser-
vices unll continue umnterrupted The San Francisco outage Blackout ndes erators for almost all of our build-

As of late last week, businesses ings We've got 25 buildings here and

shows the chaos that ensues when power is cut for a few hours such as the San Francisco Newspa- only a few office buildings do not

A growmg number of busmesses and mdividuals are taking Conanued from page 1 per Agency were still gathering in- have (emergency) power, so we es-

advantage of this worry and marketmg goods and services to
medication that needed refngeration formation to determine their lost rev- sentially did not have much of a
Total losses are not likely to exceed enues and extra expenses as a result loss "

thls new breed of survivahst Year 2000 expos are belng held the $10 milhon deductible on the of the power outage "Our mam concern, of course, was
around the country, where people curious about the problem utility's habillty insurance, a "We did lose power at one of our our manufactunng faciltties and cold
are greeted by exhibitors pitching doom and gloom videos, spokesman said He did not provide facilities, which iS the plant that storage of our product but, again,

pamphlets and survival gulcles. People are malong big bucks further coverage information would normally run the early edition, we have emergency power for that,

by hawking freeze-dned foods, medical gear, camping gear, Smce "the blackout came right at so we transported the plates to an- and all that kicked in, so we basical-

vitamins, survival guides, maps to "safe havens" and such the height of the (Chnstmas) shop- other facility and ran the press run ly did not suffer any loss," Mr Julian

The milltia movement also is well represented at these gath-
ping season, it makes sense lots of re- from that location," said Susan K said
tallers would say they lost business," Moreland, nsk management director "The only loss we had was a couple

erings, promotmg the benefits of joining a well-armed group the spokesman said of the newspaper agency, which pub- hours of lost time for a few hundred
m the event the government comes to a crashmg halt Hun- As part of its mvestigation, the hshes both the San Francisco Chron- people in the office, including me, as

dreds of books are bemg written that carry dze forecasts of California Pubhc Utillties Comims- icle and the San Francisco Examin- a matter of fact," he quipped

what the wmter of 2000 rmght look like One such screed, by a mon said it wlll also exanune how er "We do not plan to file a business
PG&E handles the blackout claims "Because of the power outage, the mterruption dann Our deductibleprofessor at the Northern Alberta Institute of Technology,

The city of San Francisco is hkely traffic made it drfficult to get the exceeds any claim we might have In
warns of "acres of fire" m urban areas as electrical outages to be among those fillng claims newspapers distnbuted from that al- addition, we could ftle a claim with
render water pumps useless m the face of arson. He proclaims agamst PG&E, Mayor Wilhe Brown ternate site So we leased a ferry in PG&E, but we probably won't, as
that it's too late to solve the Year 2000 problem, so citizens said at a press conference the day af- order to transport the newspapers our loss really is not sigmficant," he
should begm stockpi]Ing food, water and fuel m preparation ter the blackout into the city for distnbution," she ex- said

for the wonst H he's wrong, what's the harm? he argues The city lost revenue from a num- plamed Although many of automated teller

That kind of reasoning is catching on with a growmg num- ber of sources and ran up additional If the losses turn out to be signlfl- machines operated by BankAmenca

ber of people.
expenses coping with the nearly cant, Ms Moreland said, the newspa- Corp and other banking companies
eight-hour blackout, he said per is more likely to file a claim with were shut down during the blackout

I, for one, don't believe society wul come crashing to a halt For example, the city lost parking PG&E than with its own busrness m- BankAmenca's customers were stlll
But what do I know? Can anyone say for certam that a series ticket revenue when more than 100 teri-uption insurer, Royal Insurance able to make transactions inside its
of computer interruptions--occunng concurrently-won't parking control officers were pulled Co, because "we have a 24-hour branches, a spokesman said

tngger an epic cascade of system failures that freeze the basic off ticket-wnting duties to direct waiting penod for off-premises pow- "When you have a power outage

services of society? Perhaps last week's power outage m San traffic snarled by the failure of sig- er outage " and one sernce dellvery channel is

Francisco offers a glImpse of what the future holds. nals The city also stopped towing 11- Many area businesses were pre- affected, it demonstrates the value 01
legally parked vehicles on busy pared for the emergency our other services," he observed "At

Risk managers grapplmg with the practical problems posed downtown streets m the afternoon "We have a lot of contingency the height of the blackout, probably
by the nullennium bug might do well to also factor mto their after Mayor Brown declared a state plans for this land of thing," said Ron 180 of 300 ATMs were out of service
contmgencies the risks of a scared and defenmve population if of emergency for the day And the Julian, associate director of Genen- By about 1pm, the number of ATMs
the hghts go outon Jan 1,2000 San Francisco Mumcipal Railway tech Inc, a biotech firm based m not operational fell to 70, and by

lost afternoon fare box revenues be- South San Francisco "We have all mid-afternoon everythmg was back
cause commuters were given free kinds of emergency power and gen- to normal," the spokesman said Ell



-

30 / Business Insurance, December 14, 1998

Petronius ed and that the extent of damage covered by a commercial builders Updates
to it "won't be known until the in- risk policy," he said, but could not
spection is completed " provide details of the coverage Reliance adds online programs

Continued from page 2 The deck module was the sec- Sources in the London insur-

barge owned by J Ray MeDer- ond of two to be placed on the ance market confirmed that some NEW YORK-Rehance Group Holdings Inc is followmg a successful
mott SA,a New Orleans compa- Petronius platform The first, coverage for the loss is placed at onhne workers compensation msurance offering with two other Internet
ny handling the placement of the which houses power and other Lloyd's and in the London compa- Insurance programs

modules onto the platform There equipment, was already in place ny market Express Surety, Rehance's World Wide Web-based system, woll stream-
were several minor injuries to when the accident occurred The oil platform Petronius will line the distribution of commercial bonds for small accounts Another
workers, the most serious of The Texaco spokesman said the cost around $500 million to build program MIl allow 180,000 members of a trade association-not yet iden-
which was a fractured ankle module that plunged into the wa- and will stand 2,000 feet above titled by Reliance-to purchase professional hability insurance

A spokesman for MeDermott ter was worth Just under half the the ocean floor, which will make The new offenngs, stlll under development, follow last year's launch of
said no determination has been $142 million total value of both lt the world's tallest self-support- Rehance's CyberComp product, which allows agents to receive workers
made as to why the accident oc- modules ing structure, according to the comp quotes and to bmd coverage over the Internet
curred, and he would not com- There is coverage in place that Texaco spokesman CyberComp is expected to generate more than $100 milhon in gross
ment on reports that a cable hold- will pay to salvage or rebuild the . premiums this year, after recording $60 3 milhon in the hrst nine months
ing the deck snapped He said the deck, according to the Texaco Sarah Goddard contnbuted to The program produced gross wntmgs of $31 5 milhan m 1997
company's barge is being inspect- spokesman "It is insured It's this report. Express Surety Mll be available to service commercial accounts with

bond reqwrements of less than $100,000 It unll speciahze m providing h-
cense and permit bonds, probate and pubhc official bonds and hdelity 1

Aetna She said "it took a lot longer to di- lagher & Co in Boca Raton, Fla, bonds The program, wntten by Rehance Surety Co, currently accepts
gest" U S Healthcare because the was "horrified" at the news of the fax submissions from agents
new company had to consolidate acquisition "While some people The professional habillty program, wntten by Rehance Nabonal Insur-

Conbnued from page 1 service centers But Prudential had may see this as a good thing, people ance Co , is m the testing phase, association members should be able to
acquisition of New York Life Insur- already consohdated its 40 service in the local communities probably submit underwntlng information and renew coverage electronically be-
ance Co 's health care unit (BI, centers into four locations prior to don't," he said, adding that health glnning next year
March 23) The Prudential deal wtll the acquisition care is a local trade, and further con-
be financed through fixed-income "There should be considerably less solidation is nationalizing health Waste Management settles suit Isecurities disruption than last time," she said, care dehvery "It's the Clinton plan

"Aetna Just simply couldn't pass it adding that Aetna is taking a slow- in spades " HOUSTON-Waste Management Inc and ltS mdependent auditor, 1
up," said Michael Taylor, a Boston- er, two-year mtegration approach of PwC Kwasha's Mr Barnett also Arthur Andersen LLP, last week settled a class-action lawsuit brought
based pnncipal and national consul- the Prudential HealthCare busmess wonders how Aetna plans to handle on behalf of the waste disposal giant's shareholders and agreed to con-
tant on managed care delivery sys- Most of the integration is expected the small and midsize business sec- tnbute to a $220 milhon settlement fund
tems for Towers Pemn "The price to be completed by 2001 tor that Prudential has nourished Waste Management said it expects to record an aftertax charge in the
per member is considerably less "I am confident that (Aetna) has Aetna previously had pursued bum- fourth quarter of approximately $70 milhon to cover its share of the set-
than they've paid for other acquisi- learned from the U S Healthcare m- ness from larger employers tlement, but dechned to discuss insurance coverage An Arthur Andersen
tions " Analysts calculate that Aet- tegration and that they will apply Employers with 50 to 1,000 lives spokeswoman would not comment about its share of the settlement, but
na's purchase price comes out to this learning to this integration," to Insure should be wondering, "asa did confum that it has adequate insurance to cover it
about $200 per Prudential member, small employer, how are they gomg In addition to Waste Management and Arthur Andersen, certain for-
which is considerably less on a per to treat me?" Mr Barnett said Pru- mer Waste Management directors and officers also were named m the
member basis than its earher acqui- John Erb says further dential customers may also notice a suit The Waste Management spokeswoman said there are other contrib-
sitions of U S Healthcare and NYL- difference in Aetna management utors to the settlement fund, but she declined to name them
Care consolidation is

"They typically want to do 11 the In February, Waste Management announced that it was restatmg its
A spokesman for Prudential said nationalizing health Aetna way " earnings for 1992 through the first three quarters of 1997 It would take a

the company is very pleased with But the Aetna spokeswoman said $3 5 bilhon pretax charge to its fourth quarter 1997 earnmgs to cover the
the sale and that the company is ea- care delivery. 'It's the the company has already proved adjustments and restatements
ger to reallocate resources to Clinton plan in spades.' that it values and Intends to keep As part of the shareholder settlement, all those who purchased Waste
strengthen its insurance and finan- small-employer business Management stock between Nov 3, 1994, and Feb 24, 1998, are ellgible
cial service operations "To some extent, we've already for compensatton

In an environment where deep been successful dealing with smaller The agreement is subleet to various conditions, including prellminary
pockets are needed to fund opera- said Bob Braddick, a consultant and midsize chents with the acquisi- approval by Judge Wayne R Andersen of the U S District Court for the
tions, Aetna's latest venture also with Wilham M Mercer Inc in New tion of NYLCare," she said, adding Northern District of Ilhnois

puts to rest rumors and uncertainty York that the U S Healthcare merger also Slnce the shareholder suits were brought, Waste Management was ac-
about Prudential HealthCare's fu- Mr Braddick said he doesn't think gave Aetna some experience with quired by USA Waste Services Inc and moved to Houston from Oak
ture the Prudential HealthCare purchase smaller employers "We see our- Brook, Ill The merged company is now known as Waste Management

As insurers integrate more fman- was premature in terms of Aetna's selves as able to serve small and Holdings Inc
cial services into client offerings, ability to integrate This acquisition midsize customers very effectively "
"being a managed care provider was puts the combined entity in a more Mike Pikelny, corporate actuary MRM buys Bermuda managera drag on Pru," said Barry Barnett, dominant position in the market- and employee benefits consultant
a principal with PwC Kwasha rn place, he said, and Aetna may have for Chicago-based apparel manu- HAMILTON, Bermuda-International Advisory Services Ltd wlll con-
Fort Lee, N J "The question became felt it could have lost out on the Pru- facturer Hartmarx, said he is trou- tlnue to operate as an independent unit after the purchase of the captive
m Pru's eyes, were they going to dential deal to another competitor, bled by less competition in the manager by Mutual Risk Management Ltd for an undisclosed sum last
make the investment to become a such as Humana, which was ru- health care industry "The concern is month

malor player It's purely drwen by mored as the most likely buyer pnor rates will go up because there's not Both organizations have captive management and rent-a-captive facil-
business need" to the Aetna announcement many other places to get quotes ities, but the operatmg units wall not be merged, said David Ezelael, pres-

"You can't be in health care half- Towers Perrm's Mr Taylor ac- from " ident of IAS

heartedly," said Don Gasparro, knowledged that Humana and Pru- But Todd Richter, a health care "We both have groups of chents and agents that are comfortable with f
managmg director of The Apex dential were negotiating, but their analyst for Morgan Stanley Dean one or the other company so we felt it was best to keep IAS as a separate I
Management Group m Princeton, efforts were stumbling over the Witter in New York, said plenty of entity," he said
N J "In order to play in this busi- price "I think Aetna basically competition still exists, and combin- IAS was the biggest independent captive manager on Bermuda and
ness, you need to build the number trumped (Humana)," he said ing the entities shouldn't alarm em- third biggest overall with $105 bilhon in premium volume m 1997
of lives under management aggres- If Aetna U S Healthcare did learn ployers MRM's captive management unit had a 1997 premium volume of $223
sively" from its experiences, these lessons "I don't think this has any impact milhon Based on 1997 hgures the combmed units would still rank third

Once word was out that Pruden- could equate to what Michael Lich- on employers because health care behind J&H Marsh MeLennan Management (Bermuda) and Aon Insur-
tial was about to be spun off or sold man views as quality care at a better premiums are going up (regard- ance Managers (Bermuda) Ltd
to another competitor, Prudential price, but not if the market deterio- less)," said Mr Richter LAS operations generated $8 milhon to $9 milhon in gross revenues m
struggled with retention of member- rates mto a two-party system, which Karen King, director of benefit 1998, Mr Ezekiel said
ship, said Richard Sinni, New York could lead to poor customer service operations for Mamott Internation- IAS was owned by Mr Ezelael and executive vps David Pickenng and
group and health practice leader for and non-competitive rates al Inc in Washington, said she hopes Terry Power
Watson Wyatt Worldwide "They "I believe both sides are possible," the acquisition won't cause Mamott
had to be sold to go forward and said Mr Lichman, a senior vp and much disruption Currently, 20% of Briefly notedsurvive," he said, noting he will be New York regional benefits practice Mamott's HMOs are Prudential and
interested to see what happens to leader for Willis Corroon Corp in 9% are Aetna Michael E Satz last week resigned his positions as chaiman, chief ex-
the management of Prudential New York "I'll be watching this "I'm hoping that they mil min to- ecutive officer and president of Capital Re Corp. of New York The fman-

Both companies say it is too early very closely " gether and build a better infrastruc- cial guarantee reinsurer's board named Jerome F Jurschak chairman and 5
to predict management Integration When comparing Aetna's recent ture that w111 beneht both organiza- CEO and Joseph W Swam president and chef operating officer Capital i

Consultants are hoping Aetna acquisition of NYLCare and the tions, but that is to be seen," said Re said Mr Satz left to "pursue other mterests " Mr Jurschak most re-
U S Healthcare has learned how to Prudential deal, Mr Taylor said Ms King She said the acquisition's cently was executive vp and chief underwriting officer, and Mr Swain I
correctly handle mergers and acqul- "(Prudential) lS probably a better Impact on rates could make negotia- also was an executive vp Wilbur Anthony Huff Mll not appeal a Ken-
sitions from its problem-fraught in- deal m terms of the scale, but I think tions in a consolidated industry tucky msurance regulator's order that stnpped the former agency and
tegration with U S Healthcare Inc NYLCare has turned out to be a nice more challengmg, but "they're not truclang associabon executive of his agent's hcense Insurance Commis-
in April 1996 and further from the surprise for Aetna I'm not sure the only game in town" sioner George Nichols III found that Mr Huff misappropnated nearly 
work-in-progress from the acquisi- they're gomg to find that at Pru " But this acquisition has made $5 7 milhon of insurance premiums and premium financing proceeds (BI, 
tion of NYLCare earher this year While he expects the acquisition clear Aetna's strategic plan "Aetna Nov 16) The relocation ofRISKWeb, now called RISKMail, from Ins-

After these expenences, Aetna has has given Prudential customers re- may be one of the companies that Web Corp to Louisiana State University was completed last week While
"got this down to a science," said hef at knowing their future, Mr can figure out this business," said subscnbers of the popular electronic mall,ng list discussion forum for nsk
Mr Gasparro And because Pruden- Taylor said physicians and employ- Mr Lichman "I think Aetna's mak- managers did not suffer a service mterruption during the move, visitors
tial has made no secret about the m- ers may be less than enthusiastic ing a very strong statement that they to the hst's World Wide Web site no longer wnll have access to the hst's
tent to divest itself from the health "Employers will lose their leverage are m this for the long haul" archived discussions A shareholders class action suit was filed in
care mdustry, it most likely has been with Aetna There will be some con- On Dec 10, Oldwick, N J -based Delaware's Court of Chancery last week against TIG Holdmgs Inc, its di-
isolating its health care operation siderable backlash from physi- A M Best Co 9ff,rmed the ratings of rectors, and Falr:fax Financial Holdings Ltd alleging that Fairfax paid
from other operations, which could cians " Aetna Inc subsidiaries, most of too httle for TIG The suit alleges that the purchase pnce of $840 milhon
make for an easier integration John Erb, area vp for the benefit which were rated A or A-, or excel- was 28% below TIG's $1 16 b}]hon book value

An Aetna spokeswoman agrees consultmg arm of Arthur J Gal- lent



NAIC recognize situations where the benefits of NAIC's March 6-10 meeting, which will re-
filing and/or prior approval of forms are quire two conference calls among regula- Bi Insurance Index
outweighed by the burden and costs these tors early next year He said he wants the 2,000

Continued from page l review procedures place upon commercial model law to be completed by the end of
Joining the AIA were the Alliance of lines insurers and insureds " 1999

1,950

American Insurers, the National Assn of In addition, flexibility in the law should The only concrete change in a rough draft 1,900

Independent Insurers and the National allow for different rate and form require- of the proposed model that the working 1850
Assn of Mutual Insurance Cos (BI, Dec 7) ments for different types and sizes of poli- group made at last week's meeting was to

Outgoing NAIC President Glenn cyholders and different lines and classes of move specific criteria for determining an 1,800

Pomeroy, who chaired the Industry Liaison business, according the working group's as- "exempt commercial policyholder" under 1,750
Committee meeting, strongly objected to signment the model into companion regulation
what he called the "harsh rhetoric" in the While insurance groups are encouraged 1,700

Leaving the criteria in the model law it-
"one-sided" memo and refused to grant the by the flexibility inherent in the drafters' self would invite unnecessary legislative 1,650
insurers' request for a pubhc hearing assignment, they were concerned following debate over the definition, suggested 1600

Mr Pomeroy instead referred the memo a November conference call among regula- drafter Alan Wickman, administrator of the
to the NAIC's Property/Casualty Insurance tors drafting the model law (BI, Dec 7) actuarial division of the Nebraska Insur- 1,550

Committee for review Backing that action Several industry representatives conclud- ance Department
was George Reider Jr of Con-

1,500
In other action at the meet- 10/2310/30 11/6 11n3 11/20 11/25 12/4 12/11necticut, who succeeds Mr - ing, state regulators

Pomeroy as president of the Base=100 on Dec 29,1978

regulatory organization '1'm very encouraged' that Mr. Eley's drafting • Elected new NAIC officers, Source Nordby International /nc (nordbycom) Boulder, Colo
including Mr Reider of Con-

"I don't blame Mr Pomeroy
for his response to the wording group'seemed to impress on people to think necticut as president, George

Nichols III of Kentucky as vice
that was used," conceded Don- imaginatively about rate and form president, and Kathleen Sebe- PCS catastrophe options
ald S Cleasby, assistant gener- lius of Kansas as secretary-al counsel for the NAII "How- regulation,' says Michael Lovendusky. Asol Dec 11

treasurer Call Price Call Pnce

ever, I hope that the purpose of • Learned that the National spread bid/ask spread bid/ask

the message and its intent has- National Annual 1998 National Annual 1999
Council on Compensation In-

n't been obscured by the choice
60/80 80/- 40/60 98150

surance plans to "vigorously" 80/100C -/12
of words used in the memo," he said

60/80 50/120

ed from drafters' comments durmg the con- protest a recent decision of the Arizona 100/120 2 0/-

That hope appeared to be answered by ference call that they were approaching State Procurement Office to award a multi- National December 1998 150C 40/60

the end of the five-day meeting 10/20their assignment with traditional regulato- year contract to be the state's designated
20/40A general consensus emerged among in- ry thinking, rather than m the spirit of statistical agent to Insurance Data Re- Western Annual 1999

dustry group representatives that the Com- deregulation 40/60
sources Inc instead of the NCCI

mercial Lines Re-engineering Working Eastern September 1999
Specifically, drafters indicated a basic

80/100 0 5/2 0

It was the first such state designation 40/60 15/-

Group, which is charged with drafting a preference for a "file-and-use" approach to awarded since Boca Raton, Fla -based IDR Midwest June 1999

new model rating law that will combine rate regulation, where an insurer must file was acquired by the Insurance Services Of- Southeastern September 1999 10/20 10/14

rate and form filing, would be open to con- ltS proposed rates before it can use them fice Inc in New York (BI, Nov 16), though 40/60 12/-

sidering their proposals Some regulators during the conference call the filing of bids pre-dated the merger Total volume 0 Total open interest 16,215

The working group is "off to a construe- also recommended a prior-approval ap- NCCI claims lt was both the low bidder Forinformation on PCS cat options, call the Chicago Board oftive start" and is welcoming suggestions, proach for forms and, under Arizona's own rating system, Trade at 312-435-3674

David Eley, chairman of the working Anne Flanagan, director of state affairs the highest-rated contender for the con- Source Chicago Board of Trade

group, said in a report on the last day of the for the Council of Insurance Agents & Bro- tract
meeting The working group is part of a kers, said "I was very discouraged about In related action, NAIC regulators are
broader NAIC committee charged with where these processes were going after that studying the appropriate role of multiple British Issues
drafting a model law based on a white pa- interim conference call " rating and statistical organizations as a Price P/E Div Yield 52-week
per to reform commercial lines regulation However, she said she was "encouraged" consequence of increased competition in
(BI, March 23) Companies pence pence % high-low

by Mr Eley's remarks at the NAIC meeting the field
"I think we can come up with a bill that "The spirit of the white paper may still be • Adopted a white paper on mutual insur- Gdn Royal Exch 340 53 134 40 495-227

fully meets the spirit of the white paper," there," Ms Flanagan said ance holding company reorganizations, Legal & Gen 727 21 0 13 3 23 796 473

predicted Mr Eley, who also is senior poli- By the end of the NAIC's winter meeting, which includes guidelines for regulatory re- Royal & Sun 476 14 3 23 6 48 825 437

cy adviser in the Texas Insurance Depart- the AIA's Mr Lovendusky said he regretted view and approval of demutualization pro-
nnent the "unnecessary rhetorical baggage" in the posals Brokers

The proposed model law for rates and insurer groups' memorandum and was Currently, 21 states and the District of
forms is expected to give insurance com- "grateful" that regulators saw beyond that Columbia have passed legislation enabling Lmbrt Fenchurch 79 96 42 68 121-79

missioners "both the authority and the He added, JLT

I m very encourged" that Mr a mutual insurer to reorganize as a stock 198 121 105 66 236-152

Sedgwick Grp 225charge to recognize the effectiveness of Eley's drafting group "seemed to impress company 70 31 226-124

competition as a means to regulate rates," on people to think imaginatively about rate • Awarded second-round accreditation
according to the assignment given to the and form regulation " certificates to 11 states California, Note Pnces are Dec 11 dosings, other numbers from Dec 10
working group Mr Eley said the working group's plan Delaware, Florida, Georgia, Louisiana,

The new model law also iS expected to for drafting a new model rate and form law Massachusetts, Oregon, Rhode Island,
"provide the authority and the charge to lS to review a first exposure draft at the Utah, Wisconsin and Wyoming Source Nordby /ntemahonal /nc (nordby com) Boulder, Colo

B Industry Stock Report DEC. 7, 1998, THROUGH DEC. 11,1998

BROKERS
Weekly Year to date 52 week Weekly Year to date 52 week

Pnce Weekly Yeartodate 52 week% change % change High Low Vol (000) Pnce % change % change High Low VoHOOO) Pnce % change % change High Low Vol (000)Aort Corp NYS 56.31 -0 88 3.94 75.56 4825 1450 CNA Financial Corp NYS 38.75 6.34 9.00 53.25 34.50 433 RenalssanceRe Holdings Ltd NYS 38.19 453 13.46
E W Blanch Holdings Inc NYS 50.75 36.88

42.00 4.19 2196
183

42 00 3300 65 CNA Surety NYS 1388 1.77 10.12 1675 1256 137 Risk Capital Holdings NDO 2100 2.44
Gallagher Arthur J & Co NYS 5.62 25504588 1881180

61
3321 4675 33.56 180 EMC Insurance Group Inc NOO 1250 0.00 5.66 1588 900 26 ALI Corp NYS 35.13

Hilb Rogal & Hamilton
294 11.86

NYS 45.63 31.56
1881 0.33 259

13
1963 1538 36 ESG Re Limited NDO 1975 307 15.96 28.88 1275 543 St Paul Companies NYS 3506 277 1455

Kaye Group Inc NDO 47.196.88 2806 2124
0.00 377 781 513 7 Enhance Financial Services NYS 27.75 2.30 6.72 37.56 1731 1087 SCOR NYS 61 31 0.51

Marsh & Mclennan NYS
28.40 72.75

5638
46.00 17

2.80 1341 64.31 4338 1984 Everest Reinsurance NYS 33.88 5.90 1788 45.25 28.75 685 SAFECO Corp NDO 40.75 7.25 1641Poe & Brown NYS 56.00
35.13 38 25 3907

310 1807 4250 27.38 21 Executive Risk Inc NYS 5256 356 24.71 75.75 3550 138 SCPIE Holdings Inc NYS 30 31 202Sedgwick Group PLC 4.75NYS 3838 26.63
1825 299 NA

4822 19.50 1063 3 EXEL Ltd NYS 73.06 110 1529 83.25 6156 684 Se,bels Bruce Group NDOBROKERS
3.75 7.69 50.00

AVERAGE
8.38

-0.46
3.72

19.44 85
Fremont General Corp NYS 23.19 608 15 30 124.25 23.19 496 Selective Ins Group NDO 1988 245 26.39 2925 1669 174

INSURERS/REINSURERS Frontier Insurance Group NYS 1269 10.18 44.54 25.69 12.19 668 Terra Nova Insurance Co Ltd NYS 26.00 7.96 0.95 35.00 23.50 93
Gaisco Inc NYS 6.00 943 2941 10.00

ACE Ltd NYS
5.75 267 TIG Holdings2844

NYS 1556972 11.59 000
43.00 53.11 34.3824.38 2305 11.63 4953

General RE Corp NYS 210.19 940
Accet International Corp NDO

-085 27500 19350 1880 Tok,0 Marine & Fire NDQ
3.00 0.00

56.00
17.24 250

3.75
303

213 61.382
3900 65

Ggphon Holdings NOQ 1850 0.67 1045 1938 1138 18
Acceptance Insurance Cos NYS 17.75 533 2661

TorchmaR Corp NYS 36.38 5.06 1378
2575 4981

1719 31 81 1342245 Harieysville Group NDQ 2138 393 1094 2850 1725
AEGON N V

150
NYS Transatiantic Holdings110.38 NYS 7550

2.91 -066
14630 112.19 4294 559 9450203

68.75 102
Hartford Steam Boiler NYS 39.88 185

Aetna L,le & Casualty
838 5956 34.75 407

NYS 78.13 181 10.72
Travelers Property Casualty NYS 30.13 263 31.53

8938 46 06
60 19 4825 24.13 1180

HCC Insurance Holdings NYS 1863 1.32 1235 23.94 1563 537
AFLAC Inc NYS Trenwick Group Inc3869

NDO 31.383.28 51.34 -0 40 1661
42.19 4175 2675

22.69 2313 207
ING Groep N V NYS 56.00 022 32.35

Allmenca Financial Corp
7675 3606 297

NYS 5488 0.80 9.89
Unlco American Corp NOQ 1113 0.00

7525 9.18 18.1338.38 865 888 21
IPC Holdings Ud NDO 2263 000 2971 3325 1900 147

Allstate Corp NYS Unded Fire & Casualty3888
NDO 36.13730 1409 034

5238 1836
3606 10330 46 00 32.13 8

Hartiord Financial Services NYS 54.94 0.57
AMBAC Indemnity Corp

1743 6000
NYS 54.56

37 63 2849
9.72 1861

Unllrin NDO 69.63 109 7.74
65.94 74.13 55.564088 1473 468

LaSalle Re Holdings Ltd NYS 23.19 8.17 34.45 42.94 1950 150
American Bankers Ins NDO 4300

UNUM Corp NYS2.13 55.13
639

2.44
66.06

1.38
30.13 1598 5963 41.75 3772

Lincoln National NYS 82.06 4.02 504
American Financial Group

9888
NYS 3806

6700 1244
-0.16 5.58

Vesta Insurance Co NYS 531
45.75

116 9105
3050 224 64.75

MAIC Holdings Inc
5 00 1023

NYS 32.00 6.00 19.47 3200 2394 263 Zenith National insAmerican General NYS NYS
6981

2375
404 29.13

452 7 77
7569 3050

5231 1992
23.00 100

Markel Corp NYS 17900 287
American Heritage Life Ins

14.65 18700 13200 12
NYS 24.13 -831 34.03 2669 1706

INSURERS/REINSURERS AVERAGE 2.46 5.44
75 MBIA Insurance Group NYS 63.75 164 4.58

American Indemnity/Fin I
80.94

NOO 11.13
46.06 1450

430 1982 1538 950 4 Meadowbrook Insur Group NYS 1638 565 37.17 35.00 14.94 584 HEALTH MAINTENANCE ORGANIZATIONS
American International NYS 90.44 4.05 2474 102.38 6488 5931 MMI Cos Inc NYS 15.63 4.21 37.81 2650 1525 36 Foundation Health Systems Inc NYS 11.75 918 47.19
American Safety Insurance NDO 900

32.63 588 3436435 2690 15.06 6.75 35 Mutual Risk Mgmt Ltd NYS 3588 7.57 1983 3994 25.38 298 Humana Inc NYS 1906 287
Argonaut Group NDO 24.63 5.97

8.13
2731

32.13
37.50 21.25 120

12 25 5074
NAC Re Corp NYS 4625 415

AXA UAP Group
5.25 55.88 43.69 210 Oxford Health Plans NDO 1400

NYS
1979

62.38
10.04

2.54
21 75

59.94 71 25 36.19 133
581 24713

Navigators Group NDO 1488 -0.83 2080
Baldwin & lyons Inc NDO

2075 13 25 24 Pacillcare Health Sys NDO 70.38 360 4005 8888
2500 1111 363 28.00

46 75
18.50

41
4 NYMagic Inc NYS 21.25 1029 22.90 34.25 2031 5 Safeguard Health Enter NDO 4.94 2.60

Berkley W A Corp N[)0
63.43 1388

3463
3.63

212
13

2108 49.88 2525 299 Ohio Casualty Corp NDO 40.13 0.62 10.08 51.75 3375 747 Sierra Health Services NYS 22.00 8.09Berkshire Hathaway Inc NYS 60800.00
186

898
27.63 1588 532

32.17 84000 00 44800 00 1 Old Republic Int I NYS 2075 4.73
Capital RE Corporation

1630 3225 17 94 2235 United Healthcare Corp NYS
NYS

45.25 3 21
2006 4.46

-893 73.94
3535 3869 14.75 724

2956 11262
Orion Capital Corp NYS 38.06 2.09 1803 59.25 28.00 410 Wellpoint Health Networks NYS 83.25 1.48Capitol Transamerica Corp NAS

97.04 87.88
1725 383 1906 2350 1500 17

3863 1123
Partner Re Ltd NYS 44.44 0.70 418 5250 33.63 73 HMOs

Centris Group Inc NYS
AVERAGE

9.44
-075

6.79
031

1541 1481 794 176 Penn America Group Inc NYS 1025 409 5000 23.00 8.13 43 ALL COMPANIES
Chartwell Re NYS

AVERAGE 1.23
29.63

4.56
2.82 1222 34.63 2194 91 Pennsylvania Manufacturer s Co NDO 1906 287 1381 2375 1625 28

Chubb Corp NYS 6800 5.72 1008 8881 5538 4145

CIGNA Corp
Philadelphia Cons Holding NDO 2200 539 23.94 2450 1550 113

NYS 75 38 4.96 3118 82 38 51 94 2436 PXRE Corp NYS 22.50 2.70 32.20 35.25 21.50 161
Cincinnati Financial Corp NAS 3550 9.77 2434 47.13 30 50 944 Reliance Group Holdings NYS 1288 190
Clt,group

885 1981 1075 999
NYS 47 63 391 1160 73.50 28 50 37764 Rellastar FInancial Corp NYS 4350 5.56 5.61 52.44 2900 1673

Top advancing issues Oxford Health Plans, Baldwin & Lyons Inc, MAIC Holdings Inc Leading decliners Frontier Insurance Group, Cincinnati Financial Corp, ACE Ltd Most active issue Citigroup The 8/index fell 3 5%, the Dow Jones 30 Industrialsdecreased 21%, the S&P 500 declined 08% and the NYSE Composite fell 1 5% Average P/E Brokers, 179, Insurers/reinsurers, 19 4, HMOs, 83 6
Source Nordby/ntemational/nc (nordby com), Boulder, Colo
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WITH OUR POLICYHOLDERS WE ARE ENGAGED IN A GREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE [T SEEKS TO PREVENT CRIPPLING INJURIES AND DEATH BY REMOVING THE CAUSES OP HOME, HIGHWAY AND WORK ACCIDENTS. IT
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Liberty Mutual is committed to reducing the impact of low back pain, so someone like Joe won't

miss work, or the occasional piggyback ride with daughter Lisa. At our research center we analyze

how variations in bending habits can affect the risk of low back pain. Our research has led to

innovative products like Computask7 a software program we use to evaluate workplace tasks and

help recommend ways to ensure that Joe and daughter Lisa live safer, more secure lives. -=
> Tberei more information we') like to dbare. So pleade call Jobn Ryan LIBERTY

MUTUAL.1#fF

at (617) 574-5842 or vidit our webdite at http://www.libertymutual.com Thefreedom of Lijerty
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