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update:
CIRCL to set up plan
for black lung risks

HAMILTON, Bermuda-Corporate
Insurance & Reinsurance Co. Ltd., the
group-owned casualty reinsurance
company here, will eistablish a separate
program to fund black lung risks for its
members.

The board of directors decided last

month that the program is needed to
Continued on next page
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Study pegs self.funding
By LEN STRAZEWSKI

HARTFORD-Captives and self-insurance will grow to command 28%
of the totalinsurance market by 1984, predicts analyst Conning & Co. in a
new survey.

Thestudy, released this week exclusively to Conning subscribers and
Business Insurance, defines for the first time"all costs or premiums asso-
ciated with securing commercial business against risk, thus including
self-insurance and captives."

The study shows dramatic growth in corporate self-funding of risk.
Self-insurance is expected to represent 18% of the commercial market-
place in 1984, an increase from 7% in 1974. The 10-year growth in the use
of captive insurers is expected to culminate at 10% of the commercial
market in r984, up from 2% in 1974.

The "real commercial! insurance market" topped $58 million in 1979,
the report says. This is about 20% more than estimates of the insurance
industry only, which listed total premium at about $48 million.

The Conr-ing study says the commercialinsurance market grew an av-
€rage of 16% annually, a oout 3% more than other analysts and insurance
trade groups have estimated. They track insurance premium growth at
abou: 13% a year.

"Tt€ difference between the 16% and the 13% and the greater size of the
real ommercial market .s attributable to the proliferation of the alterna-

Continued on page 61

Lawsuits linger
after Agent Orange

By JERRY GEISEL

WASHINGTON The lum-
bering U.S. Air Force cargo
planes slowly head back to
base. The C-123 pilots have
dumped their loads of herbi-
cide on the South Vietnamese

countryside, guaranteeing de-
struction of the jungle cover
that hides the Viet Cong and
North Vietnamese snipers.

The year is 1965 and no one
realizes that 15 years later, a
cloud of product liability suits
over the use of the potent herbi-
cide, Agent Orange, would still
linger in the air.

More than 1,000 American
veterans are suing the manufac-
turers of Agent Orange. They
say their exposure to the chemi-
cal has caused them cancer,
personality changes, loss of sex
drive, change in skin color and
pain in their elbows and shoul-
ders. They say it has caused
birth defects in their children
and stillbirths.

And the manufacturers are

suing the federal government to
relieve them of liability.

Experts predict the suits will
set precedents in product liabil-
ity litigation before the air is

Continued on page 57
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Five states lead ban

on bureau comp rate s
By RHONDA L. RUNDLE

LOS ANGELES-At least five state insurance de-
partments are drafting open competition bills for
workers compensation that will be introduced in their
state legislatures in January.

Commissioners in Arkansas, Illinois, Minnesota
and Oregon are optimistic the proposed legislation in
their states will muster enough support for passage
next year. The political winds are less certain in Wis-
consin.

The National Assn. of Insurance Commissioners
adopted a competitive pricing model bill at its recent
meeting in New York City (BI, Dec. 8). This is ex-
pected to strengthen efforts by individual states to
extend rate competition to all lines of insurance.

No state currently permits insurers to vary workers
compensation rates from those filed by rating bu-
reaus without prior approval. Twenty states, however,
allow insurers to charge whatever they wish in other
lines. Deregulation of workers compensation rates is
expected to come in these states.

Proponents of open rating believe buyers benefit
from price competition. Workers compensation is no
exception, they say.

Opponents argue that the step would destroy the
uniform data base insurers need to develop loss
trends. That could push up costs because each com-
pany then must calculate rates on its own, they con-
tend.

Among the champions ofopen competition is Phil-
ip O'Connor, Illinois director of insurance, who
served as chairman of the NAIC competition subcom-
mittee. He is extremely hopeful of positive action on a
bill in the upcoming state legislative session.

The first open rating bill for workers compensation

INS'4..
Page 3

'Ample' insurance
covers N.Y. fire

was introduced in Illinois in 1977 but has been stuck
in legislative committees. A new bill in the drafting
stages will stick pretty closely to the NAIC model, Mr.
O'Connor reports.

The model bill, in fact, is based on concepts used in
Continued on page 58
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-update:
CIRCL to fund black lung
Continued fTom previous page
fund black lung and other long-term risks that can be reserved on a
present-value basis, said Duane Allen, assistant treasurer at Hanna
Mining and a spokesman-member of CIRCL.

Meanwhile, a new group o f mining companies investigating the
formation ofa group-owned insurer to underwrite black lung risks
has agreed the feasibility study will begin in January (BI, Nov. 3).

Children to get $52 million
PENSACOLA, Fla.-A settlement valued at $52.1 million, said to

be the largest ever in a wrongful death case, will be paid in periodic
payments to the children of a 37-year-old doctor and his wife.

Pathologist Dr. Jon Thorshov, 37, and his wife, Lloyda, 28, were
the only two people killed by anhydrous ammonia fumes that
spewed from a derailed Louisville & Nashville Railroad train Nov.
9, 1977.

The settlement will be paid over 30 years to Daisy Thorshov, 8,
and her brother GamGee, 4, from bonds and annuities bearing 8%
interest. They are funded with $12 million from L&N and its insur-
ers, Lloyd's of London and Harbor Insurance Co., said Fred Levin,
attorney for the Thorshov children.

The huge settlement reflected the earning power of Dr.
Thorshov, who made $150,000 a year, Mr. Levin said. The payments
are based on a life expectancy of 30 years. The doctor would have

- left an estate valued at some $12 million, he said. The children will
receive a minimum of $200,000 a year.

Also contributing to the size of the award was Florida law, which
allows children to recover for mental pain and suffering and the
loss of parental guidance.

A jury originally awarded the children $18 million in damages in
the deaths oftheir parents. The latest settlement, which embodies

the earlier award, was made to head off another trial for physical
inj uries to the children, Mr. Levin said.

Gold Kist finds new insurer
ATLANTA--Great American Insurance Co. is Gold Kist Inc.'s

new marine. insurer.

American International Marine Underwriters in October can-

celed Gold Kist's marine coverage effective Dec. 9, citing poor loss
experience.

Robert Rich, Gold Kist director of risk management and insur-

ance, however, says loss-control efforts by his firm eliminated vir-
tually all marine claims (BI, Nov. 3).

Rates are 12%'higher than American International's, Mr. Rich
says. Rates on the approximately 100 commodities shipped by
Gold Kist previously ranged from 3 cents to $1.21 per $100 value.

Gold Kist, an agriculture cooperative, exported $215 million in
products in 1979, mostly in peanuts, soybeans and chickens.

The Great American policy follows the terms of the previous
coverage. Nausch, Hogan & Murray of New York remains as bro-
ker.

NAIC approves model bills
NEW YORK-The National Assn. of Insurance Commissioners

Dec. 5 endorsed competitive rating and anti-arson application
model bills approved earlier by NAIC committees (BI, Dec. 81

The model bills allow insurers to compete on price for all lines
and provide law enforcement agencies with information that could
aid the fight against arson-for-pro fit. Adoption o f the bills is up to

individual state legislatures.
William H.L. Woodyard III ofArkansas was elected president of

the group and John Lindsay o f South Carolina was elected vp and
chairman o f the NAIC executive committee.

Court dismisses helmet suit
PEORIA, Ill.-A circuit court jury here' has dismissed a $5 mil-

lion suit against Riddell Inc., a football helmet manufacturer. The
suit was filed by a high school football player who suffered a bro-
ken neck during a game in 1974 and was paralyzed.

The injured athlete, William Galindo, contended the helmet was
: defective and unreasonably dangerous, but experts testified the

helmet was designed to protect the wearer's head and could not be
designed to prevent the neck injuries sustained by the wearer.

The manufacturer, now called Bell-Riddell Inc., has mounted an

, effort to protect itself in court through radiographs to discredit
claims that football helmets cause spinal cord injury.

The motion picture X-rays have been used in court three times
by corporate attorneys to show that the neck could not sustain
crippling injuries from the helmet (BI, Nov. 10).
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$1 million to Warner Bros.

Lloyd's insured Lennon
By STACY SHAPIRO

LONDON-Twenty-four hours after the murder of
ex-Beatle John Lennon in New York, Lloyd's of Lon-
don paid $1 million to his record distributor on a life
insurance policy.

A Lloyd's spokesman said the lead underwriter,
A.J. Stratton, was notified shortly after Mr. Lennon
was shot to death Dec. 8 outside his New York home

by a gunman identified as Mark David Chapman. The
claim was paid quickly "as an act of good faith," the
spokesman said.

Warner Bros., the distributor of Mr. Lennon's latest
album "Double Fantasy," bought the insurance to
cover losses on a "nonappearance" basis.

"They may have had a program of promotional
tours, which obviously is no longer possible," one

· source speculated, or the company may have existing
promotional tour expenses, he said.

A.J. Stratton also wrote similar coverage on Eliza-
beth Taylor during one of her filmings, the Lloyd's
spokesman said.

"Double Fantasy" was Mr. Lennon's first record al-
bum in five years since he left the music scene to be, in
his words, a househusband. He worked with hfs wife,
Yoko Ono, on the new album and another was ex-
pected to be released early next year. Record stores

' across the nation were reporting a run on his albums
and earlier music by the Beatles since the shooting.

Mr. Lennon's estate is estimated at $150 million to »
. $235 million. He received $12 million alone annually
on royalties from Beatle albums. •
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Ex-Beatle John Lennon had stayed out of the pub-
lic eye since this concert in 1972.

Surplus brokers to seek
order against regulation

By ELLIS SIMON

NEW YORK-A group of sur-
plus lines brokers here is ready to
go to court to block enforcement of
an insurance department regula-
tion it says could hurt the brokers'
business.

The New York Excess & Sur-

plus Lines Assn. is expected next
month to seek an order restraining
Insurance Superintendent Albert
B. Lewis from implementing Reg-
ulation 41, sources say.

The regulation beefs up control

ofbuyer access to the nonadmitted
or surplus lines market, protecting
admitted insurers from losing
business to the less regulated non-

admitted market. Surplus lines in-
surers enjoy freedom from rate

and form regulation and don't par-
ticipate in guaranty funds.

Many brokers, insurers and
trade groups attacked the regula-
tion at a hearing last August (BI,
Aug. 18). Some ofthe controversial
rules were eliminated, but the sur-
plus lines brokers are still un-
happy (BI, Dec. 1).

Surplus lines brokers object spe-
cifically to the new paperwork re-
quired of retail brokers and admit-

ted insurers under the regulation
requiring documentation that a
risk has been rejected by five ad-
mitted insurers before being sub-

mitted to the surplus lines market.
The retail broker placing the risk

must send a letter of confirmation

of rejection to each underwriter ·

who turned down the risk.

The underwriter and broker

must keep the letters on file for
five years and the underwriter
must let the insurance department
check* its rejection records to con-

firm surplus lines affidavits.
Continued on page 58

No bull:

$87,000 breeder loss
By STACY SHAPIRO

WAUPUN, Wis.-No one's bullish on theft.
Notthe Federal Bureau of Investigation, which is trailing $87,000

worth of bull semen rustled here two weeks ago and possibly in
Canada by now.

Nor the storer of bull semen, which didn't insure the stock be-
cause it's privately owned, the manager says.

"It's not insured by us," said William Thompson, manager of the
East Central Breeders Assn. "It's privately owned by individuals-
farmers mostly. There are rare cases where it is purchased as an
investment."

The private owners are responsible for insuring the stock which
Continued on page 59

Utility blames feds for TMI
PARSIPPANY, N.J.-General

Public Utilities says the Nuclear

Regulatory Commission should
have prevented the Three Mile Is-
land nuclear plant accident and is
seeking $4 billion in damages.

In a claim filed against the com-

erron &
omissions

• A headline in the Dec. 8 issue of

Business Insurance incorrectly sta-
ted that Diamond Crystal Salt Co.
is suing its insurers in connection
with losses at its rock salt mine in

Louisiana. No suits have been filed

or threatened. Diamond Crystal
merely filed claims.

mission in Washington last week,
GPU charges the NRC did not pro-
perly police the nuclear operations
at the Pennsylvania plant and,
therefore should shoulder the bur-

den for the March 1979 accident.

The claim is the first step in a pos-
sible federal suit.

The company says the NRC has
the responsibility to warn utility
companies of plantdesign and op-
erational dangers.

"When the government agency
fails to provide these warnings, it
is liable under existing federal leg-
islation," the company said in a
prepared statement.

It said a similar malfunction in

1977 at the Davis-Besse nuclear

plant in Ohio should have foresha-

dowed the problems at Three Mile
Island. The NRC "knew or should

have known" that some equip-

ment and training procedures
were deficient at Three Mile Is-

land, GPU said.
It says the NRC failed to warn

GPU about the seriousness of

those problems.
"If the NRC had acted with due

care, this accident would not have
occurred," the company said. The
case would be the first in which a

company argued for more govern-
ment regulation.

The NRC refused to comment.

The $4 billion claim includes an
estimated $1 billion to clean up the
reactor, $1.6 billion to buy replace-
ment fuel while the plant is closed,
$430 million to restore the facility

to operation and $950 million the
company won't be able to recover
from customers while the reactor

is closed. It could be closed an-

other eight years. •



Illinois chamber

hopes to launch
four comp pools

By EILEEN NORRIS

CHICAGO-Four workers compensation self-insurance pools may be
off and running here in the new year, but savings to members won't trail
in until at least 1984.

The three- to five-year wait on savings isn't keeping Illinois employers
from requesting pool applications from the state's Chamber of Com-
merce, one business group organizing pools for its members.

About 180 employers have asked the chamber for either an application
to belong to a pool or have expressed interest and are seriously consider-
ing group self-insurance, said Tom Connolly, project director.

Manufacturers of metal products and wholesalers of durable goods
most likely will form two ofthe pools the chamber hopes to begin in 1981,
he said. Other employers also are anxious to pooldnd are awaiting regula-
tions on formation from the Illinois Insurance Dhpartment.

The proposed state regulations should be filed with the Illinois Secre-
tary of State's Office by early this week, said Ken Smith, a deputy direc-
tor with the insurance department.

"It's optimistic, but not off-the-wall" for the chamber to believe it can
have self-insuring pools operating by early February, he said. The group
also seems to be taking a realistic view of when to expect savings or
profits, he added.

Under Illinois' new group self-insurance law for workers compensa-
tion risks, an employer can pool his risks with those of other employers
in his major industry group that share "similar risk characteristics."

The employer then shares in the pool's loss experience and investment
income. When the results o f a particular year are calculated and all claims
are paid or reserved, surplus funds accrue to the pool.

The chamber and its group self-insurance administrator, Marsh &
MeLennan Inc., have been holding a series of informational meetings for
employers interested in pooling. As administrator, M&M plans to offer
claims management, loss-prevention, actuarial and computer services to
members for an annual fee.

The approximately 50 chamber members who attended a presentation
Dec. 8 were pitched a sales talk on the advantages of self-insurance, but
not without a frank assessment of the added responsibility that comes

Continued on page 62

Day-care center nurtures
savings, worker goodwill

By MARGARET LeROUX

MATTHEWS, N.C.-Offering financial backing
for a day-care center for employees' children has
brought PCA International Inc. as many rewards as
it has the parents and children.

The venture has saved the photography company
in suburban Charlotte, N.C., more than $40,000 this
year and also has generated more than $50,000 in
publicity, says Joan Narron, director of PCA's Child
Development Center.

Because the day-care center is such a convenience
to working parents, the company has saved $30,000
in reduced employee turnover, Ms. Narron says. An-
other $10,000 has been saved in modeling fees. Chil-
dren whose parents consent are used as models in
advertisements and for testing new photographic
backgrounds and props.

The eight-year-old center, which cares for 180 chil-
dren ranging in age from a few months to 6 years, has
been featured on national television news and has
received national and regional press coverage.

The company also believes the day-care center
gives it a big recruitment advantage over other em-
ployers in the highly competitive Charlotte-Meek-
lenberg metropolitan area.

"Other employers spend a lot of money on recruit-
ment," Ms. Narron said. "At PCA we don't have to-
we had 4,300 walk-in applicants this year." Many of
them said the day-care center was the reason they
wanted to work for the company, she added.

"We're the fair-haired child among the company
departments," she continued. "We couldn't have
lasted as long as we have without the support of
management."

That has included subsidizing the center's budget
since it opened. Financial backing has ranged from a
high of 69% of the center's budget in 1975 to the

Continued on page 59
The 180 children, including infants, attend the
PCA International day-care center.

Ample' insurance covers fire claims
By STUART EMMRICH

and MARY ANN MATLOCK

WESTCHESTER COUNTY,
N.Y.-Liability insurance of up to
$120 million and property insur-
ance of $30 million exists to pay
claims against Stouffer Corp. in
the aftermath of the Stouffer Inn

fire here that killed 26 people.
"We think these limits will be

ample," said Stouffer Corp. insur-
ance manager Steve Santner in
Cleveland.

Workers compensation insur-
ance policies also will pay benefits
to the survivors o f the guests who
were on business when killed in

the Dec. 4 fire.

The surviving families can sue
for workers compensation bene-
fits in both the state of employ-
ment and New York. It is then up
to the insurers to petition each
workers compensation board in-
volved, officials say.

The compensation boards in
New York and Connecticut, where
16 of the 26 dead had residences,

generally agree claims are paid by
the state where an employment
contract was made, but jurisdic-
tion is determined on a case-by-
case basis.

Connecticut pays the higher
maximum weekly benefit.

Stouffer's liability losses from
the fire may be reduced from what
they could be because of workers
compensation laws. Eleven of the
dead were employees of the
American unit of Nestle S.A., a
Swiss company, and Nestle owns
Stouffer. Under state workers

compensation laws, employees or
their survivors can't sue the em-

ployer for negligence, except in
Massachusetts, which recently
said survivors possibly could sue
employers for gross negligence.

State workers compensation offi-
cials wouldn't guarantee, however,

Continued on page 60

The Dec. 4 fire that hit the Stouffer Inn in Westchester County, N.Y., left 26 persons dead.

Tragedy may
spur changes

WESTCHESTER COUNTY,
N.Y.-As Stouffer Corp. officials
sift through the insurance pack-
ages, fire and state officials are go-
ing through the rubble and re-
mains of the fire asking them-
selves: Could this have been pre-
vented?

The motel met all local fire

codes; no one is sugesting the inn
was at fault. But fire and other gov-
ernment officials are suggesting
the blaze might prompt radical
changes in the way meeting places
are designed.

New safety measures have also
been suggested in Las Vegas in the
aftermath of last month's blaze at

Z the MGM Grand Hotel.
& In Westchester County, a special
g county group is considering
N changes in local fire codes to try to
o prevent a repeat of the Stouffer
N Inn disaster.
a· Putting sprinklers in all areas of

Continued on page 60

Safety concern grows in aftermath
Blroundup

IN THE WAKE OF hotel fires'in New York and Las Vegas, corpora-
tions are showing new concern about the safety oftraveling employees.

If the catastrophic news stories don't spur corporate safety reviews, the
publicity will stir new awareness and discussion of corporate safety,
several firms told Business Insurance.

Robert Vandenburg, director of safety at General Mills Inc. in Minne-
apolis, is writing a special newsletter because of the disasters. "Because
of the fires, it came to my mind that we should probably inform our
executives of the proper safety procedures," he said.

Mr. Vandenburg, who survived two other hotel fires, says he person-
ally checks out each hotel in which he sleeps or attends a conference.

The safety director says he'll tell his fellow employees in the newsletter
how they should look at hotel exits when they arrive and plan how they
will escape if a fire occurs.

"Most employees don't do this automatically," he noted.
General Motors is one of several companies that has preached safety to

employees who travel on company business. The sermon uses leaflets
distributed in pay envelopes or travel itineraries with tips on how to
escape a hotel fire.

But GM security director C.G. Keele said the recent fires have captured
the public's attention and the company may use the opportunity to pro-
vide still another safety reminder.

"We just might do something while we have their attention," he said.
"We might consider a letter to all the folks who travel asking them to
think of the basics of safety, to check out the hotel where they're stay-
ing."

Mr. Keele says GM's manufacturing business has kept the firrn fire
conscious. All employees are trained in workplace fire safety and quick
building evacuation in case of a blaze.

Continued on page 60
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Eastern employees lose contributions
POOR CORPORATE earnings

will cost Eastern Airlines employ-
ees the $33 million ttey contrib-
uted this year to the company's
variable earnings program.

The company says it must retain
the contributions to counter

operating losses that have reached
$34.7 million to date. A company
spokesman attributed the 10 Eses
mostly to highe.· fuel costs that

could not be offset by fare hikes.
Eastern employees contribute

3.5% of their earnings to the plan,
which was begun in 1977 as a way

of giving them a stake in the
airline's profits or losses. EmI:loy-
ees lose the contribution if the

company loses money but could
double their investment in a year
of strong profits.

Although thespokesman said of-
ficials of unions representing East-

t

benefit beat

ern employees cm,mplained about

the program's results: he contends
most of the airline' s employees un-
derstand and suppor: the variable
earnings plan': objectives.

"They recognize there has to be a

realistic relationship between pay
hikes and profits," tha spokesman
said.

Eastern's union employees ap-
parently are unhappy with the var-
iable earnings program, however
They voted out presidents of three
unions because cf the variable

earnings program, says Robert
Callahan, presider_t of Transport
Workers Union Local 553, who los.
a re-election bid :wo weeks ago.

The variable earnings program

heightens employee expectations
of on-the-bb relations with man-
agemen:,he contends, ad iing that
those expectations have not been
nnet.

Eastern president Frank 3or-
man needs to tetter market the

variable earnings plan to employ-
ees because union leaders proba-
bly win fiht to eliminate it in up-
coming regotiations, Mr. Callahan
says.

This y.:r marks the first time

airline employees will fc :go all of
their contributions to the plan, the
Eastern :pokesrnan says In .977,
one-thi-d of their contributions

were re:urned. In 1978, employees
received 135% of -he amount they

1

contributed and in 1979, they re-

ceived half of what they put in.
Eastern must make a 2-cent

profit on each dollar in revenue for
employees to recover their entire
contribution to the variable earn-

ings plan.
Contributions to pension and

groip insurance plans covering

Eastern employees are based on
their full salaries, however, the
spokesman said.

Hospice care
Blue Cross of New :ersey has

begun an experimenta_ hospice
benefit program covering medical
supplies and equipment, prescrip-
tion drugs, nutritionist services
and nutrition therapy, psychologi-
cal support, inpatient respite care,
custodial nursing services and be-

PutCorro on&Black
toworkforyou.

We'll put more perks per dollar
inyouremployee benefit program.

Chances are. different people in your business need dif- par with the industry And close coverage gaps you
ferent kinds of employee benefits to keep them happy. may hot even know existed. It's the approach
Some, just basic group health, pension and life Corrcon & B.ack has used successfully for 75 years-
packages. Others also require estate planr.ing and for companies of all sizes around the world. Today,
individual programs as perks. That's where a we're one of the top ten insurance brokers in the
Corroon & Black checkup can help you offer more world-ar.d one of the fastest growing.
without paying more. Call us and well analyze your
entire employee benefit package. For a complete checkup, call

Well help you start programs to control , 0 , Richard M. Miller, President.
costs Tell you if your employee 4 , toll free, at 800 221 7024.
benefits are on

(In New York, call collect
212 3634100 i

W Corroon&Black
Wad Esreet Plaza, New York, N.Y. 10005 • Off.ces nationwide and worldwide

reavement services for the family.
The hospice coverage is in-

cluded at no additional premium
in all community-rated group con-
tracts and is optional for experi-
ence-rated groups. So far only one
hospice, Riverside Hospice in
Boonton, N. J., is participating in
the program.

Blue Cross of New Jersey cov-
ered some of the hospice-related
services under its home health

care benefits but the hospice pro-
gram fills in some of the gaps, a
Blue Cross spokesman said. More
than 20 other Blue Cross & Blue

Shield plans offer similar pilot pro-
grams.

Made any benefit changes? Write
Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or call 312-649-5430.

Expert seeks
new formula
for FICA

WASHINGTON-Using a bene-
fit formula based on increases in

wages and prices could save the

Social Security system from finan-
cial failure, says Robert Myers, for-
mer chief actuary of the Social Se-
curity Administration.

He says increases in Social Secu-
rity benefits should be based on
both of these barometers instead

o f only the Consumer Price Index.
"It is significant that this one

change would have completely
eliminated the financial crisis"

now facing Social Security, Mr.
Myers testified at a hearing of the
Senate Special Committee on
Aging.

Social Security benefits are au-
tomatically indexed to match in-
creases in the CPI over a year.

But some experts such as Mr.

Myers, who is on President-elect
Ronald Reagan's Social Security
task force (BI, Nov. 24), are con-
cerned that the nation cannot af-

ford automatic price indexing of

Social Security benefits during pe-
riods of high inflation when wage
hikes lag behind price increases.

Under Mr. Myers' proposal, the
rate at which prices outpace wages
over two years would be sub-
tracted from the most recent an-

nual CPI increase to determine the
Social Security benefit increase.

For example, in 1979 and 1980,
average price increases out-
stripped wage hikes by 4.3% As a
result, the CPI increase of 14.3% in
1980 would be reduced by 4.3% for
a Social Security increase of 10%

Under the current automatic

price indexing, Social Security
beneficiaries received a 1 4.3%
benefit increase to match the CPI.

Retiree groups oppose removing
this link between Social Security
benefit increases and inflation.

But Mr. Myers said the adjustment
formula should be changed in the
interest of fairness.

"One justification for doing this
is that prices have risen more rap-
idly than wages so that benefi-

ciaries have been placed in a better
position than active workers," Mr.
Myers said.

Thomas Woodruff, executive
director of President Carter's

Commission on Pension Policy,
told the committee that when the

baby boom generation retires after
the turn of the century, Social Se-
curity finances will be jolted.

"We cannot affort to adopt a
'wait and see' attitude toward the

impact of the large aging popula-
tion on our retirement programs,"
Mr. Woodruff said. "We need suffi-

cient lead time for many of the re-
forms that have to be made." .
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 Insurer to pay reinsurer
CHICAGO-A California-based insurance company must pay

almost $10.7 million to its former Chicago reinsurer, the Merit
Insurance Co., under an order by the American Arbitration Assn.

The arbitration stretched over three years, with Merit charging
the Leatherby Insurance Co. with withholding more than $1 mil-
lion in reserves since 1972, when the two agreed on an insurance
transaction.

The California insurer also was charged with keeping critical
information on its outstanding personal automobile property and
injury claims.

Business Insurance had been told by a Merit spokesman that
Leatherby was Merit's reinsurer. However, BI learned after press
time that Merit took overa portion ofLeatherby's claims when the
two collaborated in 1972 (BI, Dec. 8).

Merit charged in its litigation that Leatherby's reserves were
drastically short of what they should have been, said Robert A.
Holstein, Merit's attorney.

The findings of the three-member arbitration panel were the
culmination ofthe longest arbitration in the history ofthe Midwes-
tern regional office of the association.

During the litigation, Leatherby Insurance Co. changed its name
to Western Employers Insurance Co. and became a subsidiary of
The Continental Group.

1
1

1
1

1

1

1

Execs say they can live
with superfund measure

By STUART EMMRICH

WASHINGTON-The compro-
mise bill passed by Congress two
weeks ago to set up a $1.6 billion
"superfund" to clean up chemical

dump sites is living up to its de-
scription.

Risk managers for chemical
companies say the bill, which was
to be signed by President Carter
last week balances the need to

clean up abandoned dump sites
and chemical manufacturers' con-

cerns about the cost of the

cleanup.
"I don't think you can say that

we really like this bill, but if one
had to come out of Washington, I
guess this is the best we could

*vaimva
Rx DRUG PLAN

00

PCS

Number one administrator for

prescription drug claims.
Hundreds of the World's largest

organizations, public and private,
provide the PCS Card for 3.5 million
covered individuals. Why? Because
PCS has developed an outstanding
system for administering prescrip-
tion drug plans... including the
people, the computer system, and
the total resources to make it work.

Today, as a F6remost-McKesson
company, you'll find PCS every-
where... administering plans for

major insurance companies, Health
& Welfare Funds, and employers of
all kinds and sizes.

PCS is the number one adminis-

trator of prescription drug benefit
programs; and, has been for more
than a decade. There are several

reasons. One is the growing net-
work of 35,000+ member pharma-
cies in the U.S., Canada, Puerto
Rico and the Virgin Islands. And, in
spite of the literally millions of claims

The Number One Centralized Administrator

for Prescription Drug Claims Everywhere

PHARMACEUTICAL CARD SYSTEM, INC.

a Foremost-McKesson Company

Mail to:

Robert W Field. CLU

Vice President. Sales and Marketing
Pharmaceutical Card System. Inc.

2005 North Central Avenue

Phoenix. AZ 85004

hope for," said a risk manager for a
Northeast chemical firm.

"I don't think it will be all that

onerous," said American Cyana-
mid risk manager Thomas
Caldwell. "From a risk manage-
ment point of view, something had
to be done about these sites, and
this seems to be a fairly good, mid-
dle-of-the-road approach.

"A joint effort by business and
government is probably the most
equitable manner to deal with this
problem," he added.

The bill calls for 88% o f the fund
to come from a tax on feedstocks

used by chemical companies in
their manufacturing process. The
rest will come from the federal

government's general revenues.

constantly flowing from these phar-
macies, PCS has never missed a

payment to its member pharmacies.
The Bottom Line is simply this:

PCS is accurate, fiscally sound, effi-
cient and reliable. The PCS Plan

offers simplicity of use, convenience
and sophisticated cost controls.
And, it's all designed to make your
benefit plans more effective!

To get the complete PCS Story,
please return the coupon. Or, call
Bob Field at (602) 257-1500 today.

----------------

0 I 'd like to get the complete PCS Story. 81-3 8

[3 Please have a PCS Representative call me for an appointment

Area Code ( )

Name

Title

Company

Address

City
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1

1

1
1

1
1

Most risk managers contacted
said their companies have not de-
termined how much the tax will

cost them the first year.
Although some supporters of an

even more stringent bill were un-
happy with the compromise mea-
sure, most observers doubt a bill to
increase the size of the fund can be

passed next year.
"I kind ofdoubt that after having

legislation passed in 1980 they
(Congress) would come back and
pass something in 1981 that would
change it." Mr. Caldwell said.

An aide to Rep. James Florio (D-
N.J.), sponsor o f the House legisla-
tion, said efforts might be made to
pass another bill that would create
a fund to clean up oil spills. •

C london line

Expert rates
may rise

LONDON-Premiums for politi-
cal risk coverage provided by the
U.K. Export Credits Guarantee
Department are likely to rise as a
result of the record $630 million in
claims in the last year.

U.K. exporters face $215 million
in losses for seizure of goods and
other perils in Iran, and Iran-re-
lated claims may rise as high as
$340 million. Heavy export losses
also were suffered in recent

months in the Sudan, $60 million;
Zaire, $20 million, and Turkey,

$26.5 million.
"The last three years have pro-

duced a chain of events abroad
which has been the worst in the

department's history, and contin-
gency reserves are down to 2.5% of
the total funds now at risk," said
Kenneth Taylor, ECGD chief ex-
ecutive.

One consequence of the U.K.
claims is that premiums for indi-
vidual exporting firms will no
longer stay unchanged throughout
their normal 12-month cover for

worldwide shipments. If any par-

ticular area looks prone to political
upheaval, the U.K. government
will have the right to revise rates
by adding a premium surcharge
for exports to that area.

Suit jurisdiction
A Portuguese worker may sue a

U.S. company in a U.S. court even
though he was injured in U.K. wa-
ters, the U.K.'s highest appellate
court has ruled.

Inocencio Castanho is seeking
$5 million in compensatory dam-
ages and $10 million in punitive
damages from Jackson Marine
Corp. of Texas. If the case were
tried in Britain, damages he would
receive would likely be much
lower. Jackson Marine's insurers
were not named in court.

Mr. Castanho already has re-
ceived $65,000 from his employer
in Britain after he was paralyzed
from the neck down in an accident

of the supply ship American Moon
in 1977. The ship, which services
North Sea oil rigs, was owned by
Jackson Marine and was on
Britain's East Coast.

After filing a damage suit in the
United Kingdom, Mr. Castanho
heard he might get greater com-
pensation in the United States. He
is suing Jackson Marine in Texas
and wants to drop his U.K. suit.

The five judges in the House of
Lords have dismissed an appeal by
Brown & Roots (U.K.) and Jack'-
son Marine. •
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C_ rAFIA knows what overseas employees expect
and what employers need to provide. That's
because ARA is an American insurance organi-
zation specializing solely in international
insurance and our new comprehensive major
medical program has been specifically designed
for your overseas personnel.

It matches your needs. It matches the needs of
third country nationals. U.S. expatriates. And their
families. It is, in short, a major medical program
that was written recognizing that adequate insur-
ance is not always available from local markets
and that domestic plans expanded to accommo-
date U.S. expatriates and third country nationals
cannot always provide the benefits and on-the-
spot service required by their special status.

Most importantly, AFIA's international Group
Major Medical Program is flexible and is being
written through St. Paul Fire and Marine, an
AFIIA member company. It allows a company
to build a program of benefits that ideally suits
the composition of the company's overseas
personnel.

AFIA

It provides a broad spectrum of covered ex-
penses and employeroptions,and AFIA's program
gives you more benefits than the coverage alone.

Overseas personnel often require much
greater service than their domestic counterparts
and AFIA's unrnatched numberof fully staffed
branches abroad gives you more on4he-spot
local support in more places than any other
international insurance underwriter.

So whether your company is a multi-national
giant or has a small overseas group, AFIA can
serve you. For more information about AFIA's
newest employee benefit program that simpli-
fies employee, administration, and claims prob-
lems, fill out the coupon below.

AFIA. Ame,ira, Intern•*lonal
Insurancespecialist.

-- -------- - --3

i AFIA Worldwide Insurance, Department M 1
1 110 William Street, New York, NY 10038

1 Please send me more information on your International Group 1
I Major Medical Pr',ogram. 1
1 I

 Name
' Company i

/
1 Address _-_ __

p City, State,ZipL-----------------------------------J

WORLDWIDE SNSURANC World Headquarters: Wayne, N.J. / U.S. offices: New York• Boston •Chicago•Cieveiiand • Dallas
Houston• Los Angeles•Miami• Minneapolis• San Francisco • Seattle•Wash„ D.C.
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Open the market...
TATE'RE ANXIOUSLY waiting to see
V V the first bills proposed in state legis-

latures to bring free market competition to
the pricing of commercialinsurance, espe-
cially workers compensation.

Unfortunately, we know there will be

holdouts that want to keep their grip on
commercial in5urance rates even at the

cost of letting the insurers fix collective

rates through rating bureaus.
When the National Assn. of Insurance

Commissioners this month balked at in-

dustry pressure and approved a model bill

for bringing competitive pricing to insur-
ance rates, we applauded.

Our enthusiasm is only slightly damp-

ened by the concessions the NAIC made

in approving the bill, such as allowing the
rating bureaus to offer future and loss

trend data for all lines of insurance.

We're planning a standing ovation for
the first state to adopt true open rating and
an end to bureau-imposed rates.

Open competition, we're convinced, is
in the best interests of the buyers of com-
mercial insurance. Mandatory adherence
to bureau rates can only protect the in-
come of the least efficient underwriters.

Small business complaints about their

lack of clout in the marketplace would be

enough to make us support the NAIC pro-
posal, but advantages for all buyers are
clear.

A call for more competition may sound
ill-timed when some respected experts de-
cry current ratecutting in the market. It's
not.

Let the market regulate rates.

.. . as well as the figures
r|7 HE HEALTH insurance industry
i needs more than a lesson in competi-
tive pricing. It needs a lesson in competi-

tive marketing, starting with the basics of
satisfying buyer demand.

Corporate benefit managers around the
country are practically grasping at straws
to control the rising cost of health care, as
our special report this week reveals. They

are embarking on innovative programs,

placing hope in predictions because track
records don't exist yet.

Health insurers, who should be leading
the fight against rising costs, are doing a
bad job of convincing anyone they are.

"Sdrry, but I like this model better."

t

Health insurers couldn't tell us what

they have saved on claim costs through

such widespread programs as coordina-
tion of benefits, second opinions on sur-

gery, stepped-up claims review or outpa-
tient treatment services.

They say they don't know yet. We could
accept that a few years ago, but some pre-
liminary results should be available.

Benefit managers tell us they want to
choose insurers on the basis. of which is

best at controlling health care claim costs.
That's impossible when the health insur-
ers won't quantify their savings on these
programs. Are they afraid to?

business insurance ®
the national newsweekly of loss prevention, Tisk financing and benefit management
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'Careless article'
To the editor: Re: "The Home is

smarting from growing losses" (BI,
Dec. 1).

The article asserts that insurance

department filings show The

Home's net premium for the first
nine months of this year jumped

10.6%. A few paragraphs later, I am.
quoted as saying that net premium
growth for the first nine months
was 3.5%. As reported in the filing
to the N.Y. Insurance Department,
the latter is correct.

The article also reports that "The
Home affirms that investment and

net income is lagging behind
losses." I would never affirm any
such thing and to my knowledge
the reporter spoke with no one else
at The Home. She asked me to con-

firm investment figures and un-
derwriting losses. I did so. She
then asked, "If underwriting
losses are growing faster than in-
vestment income, isn't that a seri-
ous problem?" I responded with
roughly the remarks that appear
next in the article, stressing that it
could become a problem but was
not at present. Her implication
that I described our investment

and net income as"lagging behind
losses" is a total misrepresentation
of my comments and a sentence
without any meaning.

The article is eareless through-
out in its conclusions and use of

language. I am quoted as saying,
"We are running higher than the
industry screen for two reasons."
Only one reason is reported. My
second reason reflected the

strengthening of our reserves.
The article charges The Home

with practices that would be seri-
ous, if true, in language that'could
compromise us in the eyes of our

producers. Indeed, some have
called to complain about the arti-
cle. We are accused of being "one
of the leading ratecutters, „„one of

the industry's biggest rate viola-
tors" and "totally irrational with
rates."

The article says The Home "re-
sponds to most inquiries from ana-

lysts and reporters with a firm 'no
comment. ,- Our public relations
department informs me this is fae-
tually incorrect, and that we have
cooperated with any number of in-
surance publications.

Joseph C. Kaminski
Senior vp

The Home Insurance Co.

New York, N.Y.

• Business Insurance regrets the

error in calculating a net premium
written increase of 10.6%, as op-
posed to the correct 3.5%figure re-
leased by The Home. In no way was
the atom based on this one isolated
figure.

Shift toward finance
To the editor: I noted with inter-

est, both professional and per-
sonal, your initial article on insur-
ance education (BI, Nov. 17). As a
holder of a master's of business ad-

ministration from The College of
Insurance and an Associate in

Risk Management designation, I
am keenly affected by the need or
usefulness of formal insurance
education.

While I agree wholeheartedly
with your survey findings, the
trends in corporate desirability for
finance skills in the management
of risk management programs are
not pinpointed in your article. As a
consultant specializing in alter-
nate risk-financing techniques, I
feel I can explain this dramatic

shift fairly easily.
Most sophisticated firms under-

stand the basic elements in financ-

ing risk. The payment of premium

to an insurer only smooths out fre-
quency loss and greatly eliminates
severe occurrences. However,
these transactions can just as eas-
ily be conducted within the firm
without the » benefit of the tradi-

tional insurance.

With most casualty coverages

and specifically workers compen-
sation premiums growing dispro-
portionately in relation to other
budgetary items, companies are
opting to fund their own fre-
quency losses and purchasing only
catastrophe coverage either di-
rectly or via reinsurance through a
captive. These firms realize it is not
only less expensive, but also al-
lows total flexibility in their bal-
ance sheet protection programs.

Therefore, what risk managers
are faced with is not the building of
complex insurance programs, but

rather the monitoring, administra-
tion and allocation of funds which

requires little or no insurance ex-
pertise.

With policy premiums indexed
to sales, payroll, values, etc., our
current inflationary economic sit-
uationdictates that costs will only
accelerate, causing more and more
firms to seek alternate means of

financing risk with fewer and
fewer opportunities for insurance-
educated risk managers.

Robert G. Schatz

Senior vp
Risk Administration Services

Greenwich, Conn.
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Small corporations don't have to buy
it because now they can self-insure inslead.

Which is what larger companies have
been doing for years, cutting costs in -
the process.

Why is it finally possible for groups
as small as 50 to self-insure their

employee benefit programs?
Because at the Lexington Insurance

Company, we made a dramatic break-
through in the way employee health
plans can be underwritten.

Our policy is rated according to a
new underwriting formuld.

With the formula, qualified pro-
ducers can estimate the coston the spot.
Saving everyone time and worry.

What's more, you don't have to buy
life insurance in order to qualify.

To see how a self-insured employee
benefit program could help you save
money, regulate your health costs and
free up your working capital, ask your
broker to send for our new under-

writing kit
You'll find this dose of self-insurance

very good for your health plan.

Lexington
Insurance
Company

Our field underwriting guide is avail-
able to qualified producers. To get the
free kit, write: Lexington Insurance
Company, 100,Summer Street,
Boston, MA 02110.

Name/Title

Company

Addrew

City

Zip Telephone
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1 Employee Benefit 10.1 Communications Handbook 

1 Handbook  IMI ffE5 
At last, here is an informative handbook for making

 benefit communications more effective!
Successful step-by-step techniques are revealed to

 increase employee interest, understanding, appreciation and
prudent use of benefits. .Ed*=8. 1 Written by award-winning creative director Dennis
Hommel, this concise manual tells how to evaluate available

 media, select a communications consultant, plan an effective . 1
creative strategy, determine true costs and execute mes-

 sages dynamically! -E (0849 1 1
It also gives tips on how to gain management approval

 for an ongoing communications budget, and much more.
Truly a valuable guide for any Benefit Manager. W -$20.00, P&H and sales tax included. 30 day money back

N•%¥L-/C 1
guarantee. D&8 rated firms may send P.O., others must

 include payment. No CODs. *.....'*. 1
UPG Publications Division, Dept. 812, Box 700, Redwood City, CA 94064.
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washington

PBGC to boost
maximum benefit

for single plans
By JERRY GEISEL

WASHINGTON The Pension
Benefit Guaranty Corp. next year

will boost the maximum monthly
pension benefit it will guarantee
for participants in terminating sin-
gle-employer plans.

For plans that terminate in 1981,

the new monthly maximum guar-
antee will be $1,261, up from
$1,159.

HAN STAR:
SEEING IS BELIEVING.

4

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearlydetailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends 6/ Mutual
to the full spectrum of fully insured, MPA and ASO plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, Company
Vice President, at (617) 421-6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.

Under the pension reform law,
the PBGC pays benefits to retirees

whose pension plans terminate
with assets insufficient to pay
guaranteed vested benefits.

The PBGC is paying out a
monthly average of $128 each to
participants of terminated plans.

ERISA violation

Trustees of a Salem, Ore., em-
ployee benefit plan paid too much
in administrative fees to the plan's
sponsor, the Labor Department
says.

A Labor Department lawsuit
charges six trustees of the Pacific

Northwest Employers Life-Health
Insurance Trust used plan assets
to pay excessive fees to Cascade
Employers Assn. Inc. for adminis-
trative services.

The trustees also used plan as-
sets to pay Cascade for soliciting
additional plan participants and

for negotiating collective bargain-
ing agreements for employers that
are association members, the suit
said.

These services were not neces-

sary for the administration of the
plan and plan funds should not
have been used for them, the suit
charges.

The Labor Department says
hiring the plan sponsor to provide
administrative services violated

the conflict-of-interest provisions
ofERISA. Under ERISA, a benefit
plan cannot enter business trans-
actions with a party-in-interest un-
less the department approves an
exemption.

The suit seeks to return to the

plan losses that resulted from al-

leged illegal transactions. These
losses may be more than $400,000.

Trustees named in the suit are

Forrest Morse, Stanley N. Ham-
mer, W.R. Sandwith, Wallace H.
Bonesteele, R.D. Slater and Rich-
ard Wildish.

Failure to notify
The Labor Department is re-

minding employers they must no-
tify the department when they sell
secured customer notes to their

benefit plans.
Under a special class exemption,

all benefit plans must notify the
department within seven months
after the end of the plan year in
which customer notes are sold or

contributed to the plan.
The department says it is con-

cerned that employers are not noti-
fying it when they sell customer
notes. Employers who fail to notify
the department could be slapped
with excise tax penalties.

Employers selling customer

notes to their plans should notify
the U.S. Department of Labor,
Pension and Welfare Benefit Pro-

grams, Room C-4526,200 Constitu-
tion Ave. N.W., Washington, D.C.
20216, Attention: Customer
Notes.

Regulation delay
The Supreme Court agreed last

week to postpone imposing Occu-
pational Safety and Health Ad-

ministration requirements for ex-
posure to lead and factories.

The high court action delays en-
forcement of the OSHA rules,

which are under attack by indus-
try, until the court decides
whether the standards are legal. .



WHEN THE MAJORITY OF FORTUNE 5005
BROKERS NEED SPECIALIZED COVERAGE

THEY LOOK TO PIA. WHY?
Because risk managers insist that brokers produce policies suited to their needs.
And brokers insist upon PIA for the following reasons:

• PIA provides the broadest forms of coverage.
• PIA offers service; we readily assist in answering

the needs of the broker's client.

FIDUCIARY LIABILITY
For corporate sponsored plans

For governmental plans
Multi-employer plans

(Jointly managed Taft-Hartley plans)

V

.

EXTORTION, KIDNAB
RANSOM

Multi-national corporations
Special banks program
Domestic corporations
Financial institutions

Association programs

• PIA is flexible and has the innovative ability to design
policies suited to each company's needs.

• PIA has the experience and the reputation for reliability...
and thot is why PIA is The Broker's Broker.

ERRORS 6 OMISSIONS
Non-profit boards

Executors & executrixes of estates
Actuaries

OCCUPATIONAL HAZARD
INSURANCE

A unique program designed to provide
first dollar coverage and cash flow

for catastrophic types of loss to
self-insurers of Workers' Compensation operating

as a qualified self-insurer or through
a captive insurance company.

The Broker's Broker.
Professional Indemnity Agency
110 East 59th Street-Suite 900
New York, N. Y. 10022
Tel (212) 421-2033
Dom. Telex 148-435/Inter. Telex 620-129

.
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Municipal Liability
Insurance.

• Public Officials Errors & Omissions

• Police Professional Liability
• Comprehensive Liability Coverage

• Admitted Insuror

• Limits to $100,000,000

• Federal Law 1983 Coverage

Please have your broker call today:

Bayly, Martin & Fay/San Antonio
RO. Box 17800, San Antonio, Texas 78217
1-800-531-7205 • 1-800-531-7224 • 1-800-292-5721 (Texas only)

fY

around the states

Guaranty funds
will cover claims

left by insurer
NEW YORK-New York and

Florida guaranty funds will pay
most outstanding claims against
the defunct Cosmopolitan Mutual
Insurance Co. of New York.

Cosmopolitan Mutual, which
was found to be insolvent for $32
million as of Dec. 31, 1979, was or-
dered liquidated Oct. 24. Insur-

ance Superintendent Albert B. Le-
wis told a supreme court judge
that rehabilitation efforts failed.

With a self-funded medical program, employers can take important strides forward. Money :hat might otherwise be
spent on monthly premium surpluses can remain in the employers' cash flow. Or be placed in a tax-exempt 501 (c)
(9) trust.

(r»

A A t-*-

But don't jump in too quickly. There are a couple of obstacles to self-funding. Over a period, you may be unprepared
for an unusually large individual claim. Or an unexpected surge of claims in aggregate.

- A A 'A *-
r

Nevertheless, resourceful employers can overcome these obstacles with excess risk coverage from IDS Life. It helps
protect them against castastrophes, and it's packaged with other services that augment your benefit program. So,
don't fall prey to the unexpected. Let IDS Life help you overcome the obstacles to self-funding.

OVERCOMING THE OBSTACLES.
S IDEAS
/ TO HELP PEOPLE

- ® MANAGE MONEY

For full details on self-funding, ask your insurance representative, consultant, or broker for a free brochure. Or call
(612) 372-3799 IDS Life, Group Marketing Division, 3500 IDS Tower, Minneapolis, MN 55402.

The company had cancelled out-
of-state coverages Sept. 4 (BI, Aug.
18).

The state security funds proba-
bly will pay $20 million to $25 mil-
lion to Cosmopolitan's New York
policyholders, says Leonard Min-

ches, special deputy superinten-
dent in charge of the liquidation
bureau.

The department has not finished
determining which lines of busi-
ness incurred the losses or the

amount of reserves needed, he
added.

Cosmopolitan Mutual probably

will not be the security fund's
largest loss, he noted. He could not
recall which losses had been

larger.
Paid and reserved losses for

Florida policyholders will run
close to $11 million, said Odell
Turner, assistant director of the
Florida Insurance Department's
DivisionofRehabilitationand Liq-
uidation.

The American Reserve Insur-

ance Co. and Gateway Insurance

Co. failures during the 1970s
caused bigger losses for the state

guaranty fund, he noted.
As of Oct. 31, the Florida Insur-

ance Guaranty Assn. paid out $1.3
million in Cosmopolitan Mutual
workers compensation claims and
$20,000 on other classes, Mr.
Turner said.

The guaranty fund also is reserv-
ing $6.7 million for compensation
claims, $166,019 forautomobile lia-
bility claims, $1,003 for automobile
physical damage claims and $2.7
million for other lines, mostly
commercial general liability and
multiperil packages, Mr. Turner
said.

Florida last April ordered Cos-
mopolitan to reinsure its policies
with another insurer. Cosmopoli-
tan selected Zurich-American In-

surance Co., which is paying Cos-
mopolitan losses occurring after
April and continues to reinsure
Cosmopolitan's workers compen-
sation policies.

All other policies were canceled
in September.

Cosmopolitan also underwrote
small amounts of business in New
Jersey and Illinois, says Mr. Min-
ches of the New York Insurance
Department.

Negligence suit
CHICAGO-The Chicago Hous-

ing Authority may be sued for
negligence in connection with the

rape and death of a teen-age girl,
the Illinois Appellate Court has
ruled, reversing a lower court's de-
cision.

Ms. Eliza Phillips, the mother of
Debra Phillips, filed a $2 million
damage suit against the CHA after
her daughter was raped and
thrown from the 19th floor of the

Cabrini-Green public housing
project in 1977.

The floor had supposedly been
locked and sealed off for remodel-

ing and was accessible only to
workers.

The suit charged the assailants
gained access to the closed-off
floor by stealing keys that were
stored in a first-floor CHA security
o ffice.

Circuit Court Judge Louis J.
Giliberto had dismissed the suit on

grounds the CHA was under "no
duty to protect its tenants from
criminal assaults." .
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Nobody wraps up groups
for you like we do.

1

We're the Group
Agency division
of Washington
National Insurance

Company. A select
team of highly trained,
experienced profes-
sionals. And it's our policy to help you
outperform your competition.

We know that every group you contact
is as unique as its individual members. So
we do more than just offer you standard
solutions. We can give you specific group
insurance alternatives, and help you create
a tailor-made protection plan to suit your
dient's needs. But that's only a part of our
plan to give you the competitive edge.

We also provide the added support you
need to give your dients the best
service possible and keep them coming
back for more. Because we're part of a
company with the resources to back you

i  C+h r
' 4 93.' V

up. A company with
over $12 billion of Life
Insurance in force.

Washington National.
Our group msurance experi-

ence spans over half a century.
In 1923 we pioneered the Teacher
Group Disability field. Today, we've

earned a reputation as a leader and *%»innovator in many areas of
group insurance; induding
small and large businesses,
health and welfare funds, and
not-for-profit organizations. 9 1

To help wrap up your next J**+
group, contact your nearest
Washington National· Group office or
call (312) 866-3410.

Wasnington
national
INSURANCE COMPANY

Evanston. Illinois 60201 • A Washington National Corporation Financial Service Company
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Georgia State caters to working class
By JOANNE WOJCIK

O'HARE

ATLANTA-Children don't of-

ten dream of growing up to be-
come a risk manager or insurance
actuary. That's why Georgia State
University gears' its actuarial, risk

management and benefit courses
to the aduk who already is in the
insurance business.

The College of Business Ad-
ministraticn offers both non-credit

continuing education classes and
seminars and undergraduate and
graduate degree programs.

The non-credit classes prepare
students for national exams lead-

ing to Chartered Life Underwriter,
Chartered Proper.y Casualty Un-
derwriter, Certified Employee
Benefits Specialist and Insurance
Institute oi America industry des-
ignat-ons.

Credit p-ograms can lead to a
bachelor's degree in business ad-
ministration, master's in busines s
administration, master's in ac-
tuary science, master's in insur-

ance or doctor of philosophy. The
school is especially recognized for
its actuarial science program.

Unlike :raditional university
programs -n which classes enter
and graduate as a whole, Georgia
State starts classes throughout the
year to caser to its working stu-
dents.

"We hold four graduations a
year," said John Hall, dean of the
insurance department. Most of the
students cc me from the greater A.-
lanta area: a center for insurance

with a strong Risk & Insurance
Management Society chapter.

"Eighty percent or more of our
students are employed," said Bill
Feldhaus, assistant professor o f in-
surance and undergraduate ad-
viser. Many of them are trying to
sharpen their s kills for advance-
ment potential :nd career develop-
ment. he added.

A large portion of the continL-
ing education students have lib-
eral arts or engineering back-
grounds.

These diverse backgrounds cre-
ate an interesting classroom en-
vironment, says Larry Gaunt, as-
sistar-t professor of insurance and
graduate adviser. The students are
demanding and can apply at work
many of the theories they are
taught. he aaid.

More than 600 students are er.-

rolled in the non-credit review
classes for national exams for the

professional designations. The
most popular courses are also the
most general. Insurance 22 and 23,
entry-level courses in property/lia-
bility insurance. top the list. These
courses, when combined with
eight others, prepare students for
the CPCU exam.

A typical non-credit continuing
education course includes a series
of Lectures a review session and

then the national exam.

Students working toward d€-

The university draws most of Its
students from the Atlanta area.

insurance education
grees in the department also may
sit for the exams, but are not re-

quired to take the review classes.
They may do so, however, without
receiving academic credit.

The college offers no internship
program for its degree-seeking stu-
dents because students are usually
already working in the field when
they enroll. They sometimes have
too many work-related duties to
take up their time.

But when it is necessary to find
jobs, the college has little trouble
placing students. Those enrolled
in continuing education and de-
gree programs continually score
above the national average on pro-
fessional examinations, boasts the

depanment's 1979-80 annual re-

port. Among former actuarial stu-
dents, 344 are associates and 213

are feLlows of either tha Society of
Actuaries or the Casualty Actuar-
ial Society.

Because there are relatively few
ac.uarial science degree programs
in the United States, Georgia

State's program continues to have
a significant impact cn the profes-
sion, says Dr. Hall. Eoth under-
graduate and graduate courses are
offered to prepare students fc r the
prifessional examina.ions given
by the actuary societies.

To qualify for admission to the
prigram, students must meet stan-
dards among the highest for any

program at Georgia State.
The actuarial curriculum is be-

ing substantially revised because
of the altered requirements of the
professional societies' programs.

After completing their insurance
studies, many students change

jobs, Dr. Feldhaus says. A surpris-
ing number of graduates and for-
mer continuing education stu-
dents who had concentrated on

risk management end up in the
brokerage business, he says.

But the faculty here doesn't

mind. Georgia State doesn't offer

an "insurance degree." It's
master's of insurance degree is re-
ally a risk management/employee
benefit/finance/.nsurance degree,
says Dr. Hall.

The department integrates
courses from related fields to bet-

ter prepare the students for the
jobs awaiting them.

"If a professional designation
(CPCU or ARM) requires knowl-

edge of accounting, we would
counsel interested students (both

degree candidates and those en-
rolled in continuing education) to
take accounting courses," Dr.
Feldhaus said.

To keep up with the industry's
demands, the department offers
courses in risk management on
both undergraduate and graduate
levels as well as in its continuing
education program, Dr. Feldhaus
says.

The educators also see a need for

a course in basic risk management
principles for students majoring in
business.

"It's important to expose more
business students to the concept



of risk management," Dr. Gaunt
explained. "It makes the risk man-
ager much more effective when
he's dealing with those who know
what he's into."

Risk management knowledge
must be spread out among those
students who plan to become fu-
ture middle management and
chief executives, he says.

But such education will not be
easy to accomplish, the educators
warn. There is a serious shortage of
well-versed professors in insur-
ance.

Since the program started in
1953, more than 14,500 undergrad-
uate business students have re-
ceived basic instruction in risk
management and insurance. A to-
tal of 846 have earned degrees and
19 have earned a doctorate in in-
surance. Most of those holding
doctorates are now teaching insur-
ance and related subjects in uni-
versities throughout the country.
The college has five Ph.D. candi-

dates at the present time.
The department also conducts

seminars and institutes to offer in-
surance education to students

without access to schools offering
courses. Most noted are the 1980
IBM Advanced Insurance Insti-
tute and the Allstate Life Insur-
ance Co. executive seminars.

People from all over the country
attend concentrated three-week
seminars on actuarial science con-
ducted by the department to pre-
pare for professional examina-
tions, Dr. Feldhaus says.

Other continuing/executive edu-
cational offerings include the Life
Insurers Conference, executive
seminars, International Insurance
seminars, the Risk Insurance Man-
agement Society educational sem-
inars and the Professional Man-

agement Institute seminars.
The educators stress that further

education is a tremendous asset to
those in the field. Merely knowing
the basics is never enough, they
say. .

The actuarial science program
has a significant impact on the
profession, says Dr. John Hall.

If this is your definition of corporate risk plans,
we've got a lot more to show you

We're the Insurance Division of the
Armco Insurance Group.

We know that an effective corpo-
rate risk program has to offer more
than just an ability to protect assets.
It takes a commitment to provide a
stable market not only this year. but
the next year, too . and the year after.

It takes corporate risk professionals
capable of providing sensitive. sensi-
ble handling of primary insurance
programs involving Worker s Comp.
General Liability and Automotive
Liability

Our corporate risk department is
located in Dallas. home office for the
Insurance Division'of the Armco
Insurance Group.

We offer you a stable market. where
corporate risk plans are defined by
your spedial needs. For a copy of
our capabilities brochure, write or
call: Armco Insurance Group.
Insurance Division, Marketing Dept.
BF-110,1221 River Bend Drive.
Dallas, Texas 75247. 214/689-8114.

1 , ARMCO
ARMCO

V INSURANCE
GROUP
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Quality Care Inc.
chooses Bucher
insurance exec

THOMAS BUCHER has been

named to the newly created posi-
tion of insurance manager at Qual-
ity Care Inc. in New York. Before
accepting this position, he was in-
surance and risk coordinator at
Metropolitan Petroleum Co. Inc.,
also in New York, where Daniel
Rogers replaced him, as reported.
Mr. Bucher reports to treasurer
Thomas R. Koester.

***

William T. Helmstadt has
joined the U.S. Navy Resale and
Services Support Office in Brook-
lyn, N.Y., as safety specialist to re-

comings &
goings: buyers

place John E. Haughton, who was
transferred to the Navy Supply
System in Norfolk, Va. Mr. Helm-
stadt, who previously held a sales
position with Knapp Safety Shoe
Corp., will report to Laurence W.
Brown, safety manager. He has a
bachelor of arts degree from St.
John's University, a certificate in
occupational safety and health
from Housatonic College and is
working toward a master's at New
York University.

***

Hamilton Brothers Oil Co. in
Denver has named Renae L. Mc-

Kenny insurance and benefit ad-
ministrator and Elna A. Luba
medical claims examiner. Ms.
McKenny was risk and benefit as-
sistant at the company, a position
that has been eliminated. She will
be responsible for the day-to-day
administration of benefits in addi-

tion to assisting in the property/
casualty program. Ms. McKenny
reports to Howard E. Wyatt, direc-
tor of risk management and bene-
fits. Ms. Luba, in her newly created
position, will be responsible for
processing the firm's self-insured
medical claims. She reports to Ms.
McKenny.

***

American Express Co. in New
York has promoted Margaret Gag-
liardi to vp of employee benefits
worldwide. Ms. Gagliardi, who
now reports to Irene C. Roberts, vp
ofcompensation and benefits, will
take on the international responsi-
bilities in addition to handling
U.S. benefits. She has a B.A. de-

gree from Hunter College and an
M.B.A. from New York University.

***

Harry L. Smith has been pro-
moted to loss-control manager at
Fremont Indemnity Co.'s San Ma-
teo division. Mr. Smith previously
served as loss-control supervisor
and loss-control consultant. He is a
founding officer of the Hawaii
Safety and Health Council and and
assembly delegate of the San Jose
chapter ofthe American Society of
Safety Engineers.

.

We'd Like to report on staff
changes in your risk management
or employee benefits departments.
Just drop a note to Mary Ann
Matlock, Business Insurance, 708
Third Ave., N.Y., 10017 or call 212-
986-5050. We'd also like to receive
pictures Ofthe people.

HOSPITAL
BED DAYS

Health Insurance with

lower rates and higher
benefits through prior
authorization. Groups of
25 or more.

ea,TH MAINTENANCUE
(714) 963-3305 • (213) 5924427
(801) 364-3499 • (714) 265-7117
(408) 996-9184
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ourclientis
self-insuring

workers com»
theymaybeseeing

only; the tip.
4

What lies beneath is potential for
real disaster.

Workers comp catastrophe claims that
can cause damage far exceeding the self-
insured retention.

At American Home/National Union, we
have an Excess Workers Comp program that
can help soften the crush. With limits up to $15
million and more, over SIRs as low as $100,000
per occurrence.

And not just for corporations or businesses. We can
also handle associations as well as individual risk

submissions.

Plus, through affiliated AIG companies, we can arrange
to help your client control their entire self-insurance

The AIG Companies.
Let us take the risks.

Member Companies of American International Group.

program. Audit their SIR activi-
ties to improve their efficiency. Provide

loss control and engineering to help
manage their exposures.

And we do all this through underwriting
branch offices across the country. There's one

near you.

American Home/National Union are leaders in

the excess workers comp market. And we'll con-
tinue to be leaders for years to come. After all,

isn't experience and stability what you and your
client look for in a casualty insurer?

Get in touch with us soon.

So you can ice a program for your client before they
get hit with something Titanic.

For more information about

Excess Workers Compensation, write:
The AIG Companies, Dept. A,
70 Pine Street, New York, N.Y. 10270.
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©Benefit plans
Execs struggle
to ground costs

By MARY ANN MATLOCK

i Jih

NEW YORK-Ballooning health care costs are making cor-
porations grab for cost-containment techniques insurers
are promoting.

But benefit managers agree plan design and selection
are only the beginning of the fight to ground increases.

Joint employer councils, improved employer-em-
ployee communications and negotiations with

health care providers also are important ways for
firms to begin to control health care costs, which

"Like everyone else, we're concerned about
are running 15% ahead of last year.

cost containment," said Nathan Smith, assis-
tant vp and director of employee benefits at
American Home Products Corp. in New York.

But, he cautions, "It seems like carriers
haven't been especially successful to date.
It's a factor when buying, but I suppose
most major carriers are in it to some extent.
I haven't heard of anyone that's doing an
outstanding job."

American Home Products is trying to
curb healthcare costs with a newly formed
group: The New York City Business Group

8.-""'= on Health.
"Only through a cooperative effort can we

.

make a difference," said Mr. Smith, a mem-
ber of the group's steering committee.
"We expect not to rediscover the wheel; but

to explore what exists to cut costs," he ex-
plained. Savings is his primary concern because

, American Home Products costs are 15% to 22%
higher this year than last.
At Olivetti Corp. in Tarrytown, N.Y., manager of em-

ployee benefits Val Rizzi thinks teamwork.
"As a major employer here, we meet with other employ-

ers. We're looking at current legislation and are getting in-
volved in HMOs. Industry has to play a major role because no-

body wants to see government get involved too much," he said.
Despite help from the two-year-old Fairfield-Westchester

Continued on page 24

By EILEEN NORRIS

Common sense saves

CHICAGO-Don't overlook

common-sense ways to save on
health care costs.

Here are some techniques for
capping costs without a big invest-
ment of cash:

. Have employees turn in their
sealed, return-addressed claims
envelope to the personnel depart-
ment. When enough cjaims are re-
ceived, the employer can record
the names from the envelopes be-
fore sending off a batch to the in-
surer by special messenger.

Not only do employers get to
witness firsthand the turnaround

time on claims, but employees are
saved the worry of relying on the
mail, suggests Frank Finkenberg,

consulting actuary at Buck Con-
sultants Inc. in New York.

. Send each employee a yearly
benefit statement that shows what

the company spent on his or her
dental and medical claims. It will
help raise the consciousness of the
employees, who often forget just
how much their employer spends
on claims exclusive of the cost of
premiums, says Lee Carlson,
director of communications ser-
vices for Benfo, a division of Milli-
man & Robertson Inc. in Seattle.

. Employers can form coali-
tions to share information and
work with the medical provider in
their area. If employers share in-
formation, there's a good chance
duplicate claims will be discov-
ered, says Gary Swager, senior
benefit consultant at the Chicago
office of A.S. Hansen Inc.

. Offer employees an end-of-
the-year rebate if they have few
medical claims. A cash incentive

can be tacked onto the paycheck to
boost employee morale and pre-
vent abuse of the system, says Ken
Shapiro, employee benefit consul-
tant with Hay Associates in Phila-
delphia.

. A large company with many
offices or plants can survey each
location to find out what claims

question is most frequently asked
of employee benefit managers.
Chances are a troublesome proce-
dural question can be cleared up in

Continued on page 20

ConSU]tintS

. Caterpillar policies put lid on increases: Page 41 \

. Motorola turns on admission review plan: Page 42

. Borden employees s re more benefit costs: Page 44
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126,000 members .

thank these comp * ies<f \
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the 1980 Joint
encylorripany

JAM television project.
It is important for

the Independent Agent to support
these companies who are supporting

the Joint Agency/Company
Marketing Program.

YOUR #*endent
|nsurance 1 AGENT

SERVES YOU FIRST

Independent Insurance Agents of America, Inc.

85 John Street, New York, N.Y. 10038

Over 126,000 member agents representing 34,000 agencies. More than

250,000 dedicated employees serving America's insurance needs.

800022107916
Call this 24 hour, toll-free number today • In Alaska, Hawaii, and New York State call 212-285-4283 collect.
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gllp»tlight_eport

Finkenberg Carlson

Communications,
educational programs
and rebates are only a
few of the suggestions
from consultants on

how to slow down

rising health costs.

UIEGLI
AFFILIATED EMPLOYERS GROUP LIFE INSURANCE

Guaranteed Issue
A......A A......A

/

1 1

Manhattan Life's Affiliated Employers
Group Life Insurance (AEGLI) provides high
guaranteed issue amounts, is available to
large and small groups alike, and comes

No. of Lives

25 or more I ives

20-24 I ives
15-19 lives

10-14 lives

Swager Shapiro

-

in three separate versions for maximum
flexibility in designing a plan that suits the
individual firm's needs and budget. Consider
the following AEGLI advantages:

Guaranteed Issue Maximum

Up to $300,000 per Life
Up to $150,000 per Life
Up to $ 80,000 per Life
Up to $ 50,000 per Life

Select from Three Combinations of Benefits and Cost
(All plans subject to underwriting guidelines)

HI.

1. 20%-40% discount on

New York State group rates

30%-50% discount on

New York State group rates

40%-60% discount on

New York State group rates

Guaranteed Issue

Guaranteed Issue

Guaranteed Issue

Guaranteed Issue

• Can be written on one life

• No cutbacks at age 65
• Lifetime coverage available at retirement

• Requires 10 or more lives
• Coverage reduces by 50 percent at age 70 and

additional 50 percent at age 75
• Coverage terminates at retirement

• Requires 10 or more lives
• Coverage terminates at age 70

Don't delay. Call the Pacesetter-your local Manhattan Life General Agent-today for further information on
this fabulous AEGLI package. (Group Policy No. 9000 GL. Available in Texas only on a limited basis.)

:: ilililleilillillilli'Illilili.IIIRAill' 2 : 71' 1 /.1& IR li'ilimi
The Manhattan Life Insurance Company

111 West 57th Street, New York, NY 10019

Marketing Department (212) 484-9445

A Company of The Manhattan Life Corporation

Common

sense can

save cash
Continued from page 17
the next employee newsletter, says
Mr. Carlson of Benfo.

Healthy workers cost employers
less, too.

"Studies have shown that smok-
ers and users of alcohol use a vast-

ly disproportionate share of the
health care facilities," Mr. Palay
said.

"We encourage keeping people
in a healthy state."

Hypertension control, exercise
and fitness programs and em-
ployee counseling on weight re-
duction and nutrition are increas-

ingly sought by employers, Mr. Pa-
lay explains.

"Five years ago, people would
have scoffed at this kind of preven-
tive care," Mr. Palay added.

"But now we have clients that

want these kinds of programs set
up," he said.

Employers should ask their
workers some questions, notes
Charles Blanksteen, a consultant
with William M. Mercer Inc. in
New York.

"It's a whole new way of looking
at cost containment," Mr. Blank-
steen said. "Basically, it concerns
finding the problem, getting to the
source and trying to fix the prob-
lern.

"For instance, if a company
gives a 10-week maximum mater-
nity leave, find out why everyone
is taking 10 weeks and not eight or
nine," he suggested.

Knowing how to deal with the
provider in benefit design changes
also can be a real boost to saving
on claims, says Mr. Finkenberg of
Buck Consultants.

"If you find a lot of diagnostic
hospital patients aren't having
tests done on an outpatient basis,
find out why. You may find a cer-
tan hospital is using more lab tests
than others. Ask for the reason for
the extra services.

"But above all, don't put the em-
ployee in the middle. The pur-
chaser of medical care has to be
wise," he said.

Besides using a claims audit or a
spot reference check to get the feel
for any abuses in the claims sys-
tem, employers can, of course,
transfer some ofthe price of care to
the employee, says Gary Pines of
Meidinger & Associates in Louis-
ville.

Companies can increase a de-
ductible, increase the employee's
share of the health insurance pre-
mium or change the eligibility for
some of the coverage, Mr. Pines
notes.
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Serving our impressive roster of clients has earned us a name for
imaginative, flexible and cost-effective benefit programs and

consulting services. Keeping that good name, however, means keeping
f - on the move to handle the growing complexity of corporate benefits.

We have consolidated over 400 of our most skilled and experienced
professionals into a separate and specialized company. The new Frank B.

tions, operates in association with Godwins Ltd..our U.K. subsidiary So
Hall Consulting Company, through 36 domestic and 87 worldwide loca-

now all the experts, working closely together, can respond to your needs
most efficiently and effectively anywhere in the world.

We've earned this new name for ourselves. But whatever you call
us...whenever you call us, you'll find one of the most capable and
complete consulting services in the world.

,«4 *Wil :13 Fiank B.Hall Consulting C
Domestic Headquarters: 261 Madison Avenue, New York, N.Y. 1(X)16.
Telephone (212) 682-7200. Or contact us through your nearest

- Frank B. Hall insurance services office.
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See the light.
Yes, please send me your information kit.
I want to see the light.

TelephoneName

Y
Company

Address

City State ..Zip. . . ..,.

Zelda Lipton
Director of Group Life and Medical Products . _ 0
Unionmutual Stock Life InSurance Co.,of America
2211,Congress Street, Portl@Ad, Maine 04122
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Execs struggle to ground health costs
Contznued from page 17 carefully designing packages anc neric diugs and new covelages for
County Business Gioupon Health, selectirg insurers, benefit man-
MI Rizzi ixpects his firm's self-in- agers report The biggest single factor is getting the preadmission testing outpatient

surgery and second opinions
sured health plan costs to Jump For errploye-s that don t belong Employee meetings and a new
about 18% this year to indus-ry councils, co Ir munica employees' cooperation,' says Paul Van benefit plan summary discur.ed

A new plan design includes cov- tion and confrontation with pro- the new c overages for preadmis-
erage for second opinion surgery, viders are vit.1 to c,roing costs, Dyne of Realex Corp. sion testing

medi-centers and "anything that carefully designing packages and 'It seems to have helped some

will reduce the costs oi hospitals," and selecting insurers, oenefi: Since August we're running about
he adds managus repcrt sel_-insurec Realex Co-p in Kan oackon be idfits Wetl 01« ghtcom- the c laims average for last year,"

For employers that don't belong Altei appr;ved heath care sas City, took immedia.2, broad ac- municatior Kasthe Dest,Fay to do Mr Van Dyne noted
to industry councils, communica- claims lumped 56% from fiscal "ion 80 Mr Van Dyne said He also Realex hired LaHood & Associ-

tion and confrontation with plo- 1979 to 1980, Paul Van Dine, man- "Ba.ledll;, we warted to do hired a new claims administrator ates in Kansa City to administer

viders are vital to cui bing ccsts, ager of compensaticn berefit. at bome.hing bit did not #ant to cut The firm bazan emptaizing ge- health claims and track disabilit)
claims to see if they foreshadozi
medical plan claims

"We've started to trac k medical

claims against disability claims to
1

bee if disabilitv provides a lead on
w hal will eventually happen in
medical We are finding that to be

For many, the Loveless knife is the stardard in
the case " he said

Grain Dealers Alutual Insurance Compant Disability tracking, which so far

working tield knives This bench-made, tull- otters its Insureds and its independent agents a mdicates medical claims may fol-

tanged, stag-hanaled Loveless is both an in- signiticant competitiie edge The compani has lou disability claim bv about 45
days is done in-houfe

valuable tool and a work of art With its special established a qual,tr ot insured probablr un- ' The biggest single factoI iS get-

steel and tempering, it will provide Years ot matched In property casualtv insurance And ting the employees' cooperation

rugged use, resisting the dulling and -usting throsgh its 78 ears of consistent speclaliza- ,ind getting them to think about
health cair costs, Mr Van Dyne

forces ot work and time It is weighted and tion, Grain Dea'ers has developed extremely said

sculpted tonestle tirmlvinthegripand mindo intelligentandpracticalcoverages Thenetre- In addition to the communica-

its owner suit is that Grain Dealers Mutual independent lion efforts, employees file their
ou n claims In this wav, patients

agents can otter better protection at lowest can check to ensure they actually
rates. Plus, the company supports these agents teceived seivices billed for, MI

with Innovative tools to make their jobs easier Van Dyne says

and more effective. At Federal Express CO. in Mem-

It you want the finest business, home and phis, where health c are costs per

car insurance, Grain Deblers Mutual truly offers employee per month are up about

a competitive edge
30% this year, manager of person-
nel and benefits John Hill also be-

lieves in communication

He is planning to giveemployees
d hotline number to call for ex-

r
1

1

planations of their plan and sug-
gestions for its use

"Most employers don't read

benefit booklets until they go into
the hospital I'm thinking of start-

ing a hotline that would be staffed
with personnel well versed to ad-
vise employees what to do," Mr
Hill said

J The company is also planning to
provide 10-to-15-minute vid-
eotapes describing company bene-
fits and health care costs

Plan design changes ate also
coming 100% coverage for plead-
mission testing, second opinions
(}n surgery and outpatient surgeiy

Prudential, a new underwriter,
will start Jan 1

"We changed carrieis because
we felt it could impiove service
levels," MI Hill said "We're look-* #E f r ing at everything that can be done

4 4 54,+f 1 At Hershey Foods Corp in

to contain costs "

, FAIns=+f
Hershev, Pa manager ofgroup in-
sunance E J Collins is testing the
effectiveness of benefit design be-
fore making ( hanges

u . Competitive«i¢ " We are doing a lot of analytical
studies to see where the high utili-
zation is before pioceeding to

,

change plans," Mr Collins said

AZI: 4

.$-4*4 fl Edge Hershey with some 5 000 em-
ployees in a company-dominated

' i *.: 't-imi ..t 9 v 'C* town, is studying experience for a
two-year period

411; f 1>* 4,17£8 '- S "We feel changing the shape of

, Lt the medical care delivery system is
essential " he said

After the company s first report
comes out in April Mr Collins

i Yl f h i V,f- 5 1 ' says, he may change plan design,
but the medical community also
may be pressed to cut costs

''We don't feel people will1.
change right away but as long as
they (providers) know we are

1 GRAIn DEALERS mUTUAL aware, they will do what is neces-
sary I think the medical people are

r

infuronce company L *1'f not aware of costs," he said

'Indlinapoll, 46202 • 1 la 68102 : reenst,·2,0 N C 27405 Hershey iS using Metropolitan

f
- San Franc sco 94104 / Membeff Imoroved al,4 MMu- f**r Life to assemble data that will be

=

* 29 analyzed in-house, but that wasn't
the only reason for the choice

t Leverage was at the core of the

, p A:re decision "We're looking at the de-
lively system," he said



Business groups
open their fire
at health costs

By JOHN MAES

Management is mobilized. The
target is health care costs.

Some of the biggest names in

U.S. industry-IBM, IT&T, Tex-
aco, Caterpillar, Esmark, Control
Data, Ford Motor Co. and hun-
dreds of others-have joined cost-

containment groups to search and
destroy excess costs.

The result is organizations like
Penjerdel, Fairfield-Westchester

and the Midwest Business Group
on Health, groups whose sole pur-
pose is cutting costs.

Although private review of hos-
pital and medical practices is not a
new idea, the movement has only

gained momentum in the last three
years. Most groups have few statis-
ties showing lower utilization, ad-
missions or bed days.

Administrators of the major
groups maintain efforts will pay
dividends later in the form of

costly, unneeded hospitals that
aren't built and hospital admis-
sions that never occur.

Penjerdel, a group of firms in the
metropolitan Philadelphia area,
claims to be the oldest cost-con-

Overutilization and

unneeded growth
are big inflators.

tainment organization. It does
have statistics showing its efforts
have cut hospital use.

From 1970 to 1979, hospital days
dropped to 710 from 1,045 per 1,000
Blue Cross & Blue Shield sub-

scribers. The Blues are the largest
health insurer in the Penjerdel
area, made up of several Pennsyl-
vania, New Jersey and Delaware
Counties.

Penjerdel also says the average

hospital stay dropped to 6.9 days
from 8.3 over the nine-year period.
Overall admissions also declined.

Leonard Davis, director of qual-
ity assurance for Philadelphia
Blue Cross & Blue Shield and con-
sultant to the group, says it's diffi-
cult to determine how much the

decrease is directly attributable to
Penjerdel's efforts. But adminis-
trators like to think they've had
some effect, he said.

They have been working at it.
publishing massive yearly hospital
utilization reports in cooperation
with the Philadelphia Chamber of'
Commerce and the Health Ser-

vices Council.

The reports, compiled with the
help of the Blue Cross & Blue
Shield computer network, ex-
amine a variety o f hospital use cat-
egories, including claims paid, di-

agnoses and industrial classifica-
tions. Clinics, medical centers and
community hospitals also are
charted.

The organization's cost-contain-
ment committee, made up of rep-
resentatives from the 37 member

companies, studies the data to see
where "deviations from the norm"

are occurring, Mr. Davis said. Lo-
cal health services learn the find-

ings and are asked to take correc-
tive action.

"If there are longer lengths of
stay occurring somewhere, we
meet with hospitals to see why."
Mr. Davis said. "But we don't use a

club. We don't beat anyone over
the head, but we do like to let them
know we're concerned."

Data collection is the backbone

ofthe Penjerdel war, noted Roland
Wetzel, chairman of Penjerdel's
cost-containment committee and

supervisor of benefits for Rohm
Haas Chemical Co. in Philadel-

phia.
New data enables the group to

find excesses in hospital days and
inpatient treatment. Overutiliza-
tion and unnecessary expansion
are two of the biggest inflators of
health care costs.

Companies also agree to educate
Continued on nert page

Can you afford to lose
another account?

We can give you the competitive edge
you need to provide a creative quote
on all facets of special risk A. &H. business.
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617-367-3234
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131 Ktate Street

Boston..Wassa,husms 02109
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Someone:s

benefit may
be your loss.
With today's growing economic and regulatory pressures, providing
comprehensive employee benefit and retirement programs has
become increasingly important to the management of business
and recruitment of key personnel.

As a result, more and more businesses are relying on the ability of
actuaries, employee benefit and pension consultants to provide
sound valuations and advice. But this growing reliance also
increases your exposure to Professional Liability claims. If your plan
proves incapable, or your valuations are incorrect, your clients or
their employees may take legal action.

Professionalliability protection.
At Alexander & Alexander, Chicago, we've designed coverage to
help protect you. Our Professional Liability Program has been
tailored to your particular needs. And, extended coverage is
provided to you as trustee, co-trustee, fiduciary or co-fiduciary
under a pension, employee benefit plan or trust.

Don't let someone's benefit become your loss. 730 find out more
about our Professional Liability Program, contact Terry McCubbin,
CPCU, Vice President, or George D. Samra, Alexander & Alexander,
130 East Randolph Drive, Chicago, Illinois 60601, (312) 454-3000.

exander
exander
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SELF INSURANCE-

IS NOT FOR THE UNINFORMED

Let fifteen years oE managing self-insured Worker's Compensation and
Employee Benefits programs provide you with professional and informed
assistance.

EMPLOYEE BENEFITS

• Group Medical • Dental • Disability • Legal

Stop Loss Coverages - Claim Audits
Third-Party and In-House Administration Reviews

Plan Documents - S.P.D. - Trusts - ERISA Compliance

ALVIN J. SIMS AND ASSOCIATES
617 720-2868 142 Commercial Street, Boston, Mass. 02109

HOW IRA SAVES YOU CLAIMS DOLLARS:

FIN DING NEW JOBS FOR
DISABLED WORKERS.

Groups aim their fire
at *excess health cost
Continued from previous page
employees about the problems of

high costs and what workers can
do to.,hold costs down. such as use

of sudh alternative systems as am-
bulatory surgery and health main-
tenance organizations.

The mere existence of Penjerdel
may induce hospitals to be more
efficient.

"Our greatest value at the mo-
ment has been to let the medical

providers know that businesses
are asking more questions and just
that knowledge will have them a
little more aware and a little more

on their toes," Mr. Wetzel said.
The Midwest Business Group on

Health is also pushing case data re-
view as an important step in con-
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At International Rehabilitation

Associates (IRA), we've learned

from our experience with over 700
companies that injured workers usu-
ally want to return to work. lt's our
task to make that road to recovery as
smooth as possible for the worker,
the worker's family and the
employer.

IRA statistics show that for ev-

ery dollar spent on effective rehabil-
itation, a ten-fold savings in claims
can be realized. IRA's "whole per-
son" approach to worker rehabilita-
non has been employed successfully
in over 60,000 cases to date. As a
consequence, the potential impact
of disability payments over the long
term has been reduced or eliminated

for the companies involved.
IRA's 'whole person" approach

involves the consideration not only
of medical requirements, but mo-
tivational, vocational and financial

needs as well. The goal is to take
every practical step in helping re-

SIX SHORT WEEKS

The case of Roberta B., a former
machine operator, typifies IRA's suc-
cess in saving claims dollars by find-
ing prompt and practical solutions to
a disabled worker's employment
difficulties.

IRA was brought into the picture
more than a year after Roberta sus-
tained a serious injury on the job.
Although she had received medical
clearance to return to work, psycho-
logical problems stemming from the
accident made it impossible for
Roberta to resume her original job.

With the approval of the insur-
ance company's Claims Supervisor,
an IRA Rehabilitation Specialist be-
gan to plan a viable return-to-work
program. Under IRA's guidance,
Roberta B. was able to assume a new,

permanent job as a full-time hospital
telephone switchboard operator
within six weeks.

store the worker to productive em-
ployment.

In the vital area of job place-
ment, we always try to return
workers to their original jobs. When

that is not possible, an IRA job
analysis can reveal ways in which
job conditions may be altered to suit
the injured worker. In still other
cases, we can help find a new job
that makes full use of what an in-

jured worker can do.
Now in its tenth year of opera-

tion, IRA has been providing reha-
bilitation services to self-insureds -

as well as to insurers - longer than
any other company; and with 50
offices across the country, we are
able to offer rehabilitation services
nationwide.

For more information, write:

George Welch, President, Intema-
tional Rehabilitation Associates,
985 Old Eagle School Road,
Wayne, PA 19087. Tel: (215)
687-9450.

 internationalrehabilitation

associates, inc.
in Canada: rehabilitation

services of canada

trolling costs. James D. Mortimer,
president of the Chicago-based
group representing 44 companies
in an eight-state area, says the
group conducted one seminar on
data-collection techniques for self-
insured, self-administered firms.
Another is planned for companies
covered by conventional health in-
surance.

Mr. Mortimersaid MBGH acts as

a clearinghouse for information.on
what Midwest firms are doing to
control costs. The group serves as
consultant for other firms that

want to try various programs.
"I basically try to bring people

together and disseminate informa-
tion on what other companies are
doing," Mr. Mortimer said.

MBGH also works to set up com-
munication between itself, hospi-
tal boards of trustees, local health
services agencies and HMO
boards. The purpose of closer ties
is to get health care providers to
think about the impact future ex-
pansion will have on the cost of
care, he said.

In Minneapolis-St. Paul, a local
health board drew up a long-range
plan for expanded hospital space
and invited hospital trustees to re-
view it. The need was questioned
and, as a result, a " fairly large num-
ber of hospital beds were put on
ice as a result of that situation,"
said Mr. Mortimer, a former bene-
fit manager with Continental Bank
in Chicago.

MBGH includes such giant
Midwestern firms as Jewel Cos.,
General Mills, 3M, Standard Oil of
Indiana, Zenith Corp., Motorola
Corp., International Harvester
Corp. and Ford Motor Co.

Another major employer group,
Fairfield-Westchester, has sprung
up in the Westchester County area
north of New York City and Fair-
field County in Connecticut,
which has become a haven for cor-

porate headquarters.
The group was formed in June

1979, but spent its first six months
learning about the health care in-
dustry. "The first six months, we
just tried to educate ourselves
about the health care area," said
Robert Henderson, executive
director of the group.

The group has since set up eight
committees, each developing a dif-
ferent cost-control strategy. One is
trying to develop a data-collection
program for member companies
that include American Express
Corp., AMF, GTE, IT&T, Mobil Oil
Corp., Union Carbide Co. and
Xerox Corp.

Other committees have tackled

utilization review, setting up com-
munications with hospital offi-
cials, monitoring local Health Sys-
tems Agencies, developing con-
tacts with professional standards
review organizations and educat-
ing employees.

Mr. Henderson said the group is
still too new to have much of an

impact on hospital use results, but
"there are indeed examples of
things that didn't happen because
of our activity."

The group has submitted its
opinion on several proposals for
expanded care facilities.

Some hospitals are still a little
weary of being questioned and
criticized by "outsiders," but Mr.
Henderson says they are slowly
realizing the importance of reining
in runaway costs.

"We have to make sure to the ex-

tent we can that there is no inap-
propriate use of health care facili-
ties, that there is no inappropriate
overcharging and that khere is no
inappropriate duplication of ser-
vices," he said. .



A friend at your back.
Kemper support lets you go after
the larger group account.
The 100-500 employee account may be small to some
companies but not to Kemper.

Because we're not overly big, we can give that
"larger" account our full attention, assigning a team
of specialists-sales, underwriting, administrative and
claims-to stay with it from start to finish. Consistent
and concerned involvement has always been a
Cavalry strength.

Our Medical plans are individually designed, not
packaged, with competitive experience rating and
pooling at $25,000 per claim. Kemper Major Medical
can provide comprehensive benefits or superimpose
a $1 million lifetime maximum on basic benefits to

pick up where other plans leave off. And our Group
Dental plan's flexibility rides ahead of the rest.

We know our way through Group Life and Special
Risk territory, too. You'll find Kemper benefits broad,
our features extensive and our limits, for many risks,
higher than most.

Kemper troops won't let your group account get lost
in the crowd. And we won't forget the agent who
helps us lead the way If this commitment to service
appeals to you, contact your nearest Kemper group
field specialist or write the Group Insurance Depart-
ment, Kemper Insurance Companies, Long Grove,
Illinois 60049.

I Lt

© 1979 Kemper Insurance Companies
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If it% worth insuring,
it% worth Kemper.
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"Expecting an instant payoff can lead to frustration," warns James
D. Mortimer, president of the Midwest Business Group on Health.
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Get facts and figures
befo re sta rting group

CHICAGO-Employer cost-zon-
tainment groups all agree there's
no set way :o begin.

If you are considering starting
such a group, you should remen-
ber that the socioeconomic and

geographic factors influencing
health care costs are unique to dif
ferent areas of the country. What
may work in Denver may not work
in New York City.

But administrators point to sev-

eral techniques employer groups
can use to ensure success. The

grouf should start by educating :t-
self abou: the health care industry
in genera-, says Robert Henderson,

/ O  iai:krei
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executive director of -she Fairfield-

Westchester County Basiness
Group on Health.

-They should edi.cate them-
selves about nealth care services

and the industry in general. That

way, :hey won't have any precon-
ceived notions about the operation
problems, the regUations and re-
quirements," he said.

The budding grcup also should
contart other cost-containment or-

ganizations "who have been
through it." Ftom them, the group
can obtain valuable evaluation and

critic.sm of their plan that may
help x avoid some pitfalls. "They

should try and set up a meeting
and get members of other groups
to come and talk to them," he said.

James D. Mortimer, president of
the Midwest Business Group on
Health, says organizers should do
a detailed study of the health care
facilities in their area so they can
direct efforts in the right direction.

"They need facts on their own
community and where the prob-
lem areas are in the health care sys-
tem, not just conjecture," he said.

It's also important to have a solid

base of firms participating in the
plan. Forming a cost-control group
should be the task of five to eight
companies with a leader who can
inspire the support of the entire
business community. he said.

Ifacompanyorgroupoffirmsis
interested in a cost-control effort,
they should enlist the support of
the local Chamber of Commerce,
whose members usually include

the largest employers in the area,
suggests Roland Wetzel, chairman
of the cost-containment commit-

tee of Penjerdel Inc., a Philadel-
phia-area group. If the chamber
can't help, the organizers should
call a meeting of the largest area
employers, explain the idea and

ask for their support.

They also should plan to set up
an efficient data collection system.

Local Blue Cross & Blue Shield

plans and health insurers should
be asked to provide complete
claims data to be put into the infor-
mation bank, Mr. Wetzel says. "If
you lean on them a little, I feel very
sure they will do it."

Most Blue Cross,& Blue Shield

plans already have extensive
claims data and the computer ca-
pacity to help a newly formed
group, adds Leonard Davis, con-
sultant to the Penjerdel group and
quality assurance manager for the
Philadelphia Blues.

The group must also seek help
from local physicians, especially
industrial doctors who are familiar

with industrial injuries and corpo-
rate health care cost problems, Mr.
Davis says.

Mr. Mortimer of the Midwest

Business Group, however, warns
against one pitfall: Groups should
develop a long-term commitment
and not expect too much too fast.
It takes time for statistics to show

the reduction in usage, hospital
stays, admissions and surgical pro-
cedures that prove the venture is a
success.

"Expecting an instant payoff can
lead to frustration," Mr. Mortimer
said. "It' s true that some groups
have been successful in seeing
lower usage within about two
years, but that's diligent work."

In most cases, it takes longer
than two years before usage fig-
ures and costs will show declines,
he says. --John Maes

Blues receive

grant for HMO
JACKSON, Miss.-The U.S. De-

partment of Health and Human
Services has approved a $73,950
grant to Blue Cross & Blue Shield
of Mississippi to investigate the
feasibility of starting a health
maintenance organization here.

The study will focus on an inde-
pendent practice association type

of HMO and take about a year to
complete.

Depending on the findings, the
HMO could provide physician and
hospital services as well as drugs, a
dental program and skilled nurs-
ing facility care. •



Offer workers

choice of plans:
HMO experts

By ELLIS SIMON

MINNEAPOLIS-Employers
should offer several health plans to
employees if they wish to rein ris-
ing health care costs, says a health
care expert here.

The answer to containing health
care costs is strong competition
among health care providers in a
fair market environment, explains
Walter McClure, senior vp of Inter-
study Inc., a Minneapolis health
care research organization.

Health maintenance organiza-
tions, independent practice asso-
ciations and traditional insurance

plans promoted properly can spur
healthy competition, Mr. McClure
says.

A fair market exists when these
groups have freedom of entry into
the market and access to con-
sumers. That means employers
must offer several plans to
workers, who decide what share of
a company's health care premium
will go to each health care plan, he
says.

Various health plans should
compete on premium cost. The
competition must be felt by health
care providers in order to work, he
adds.

Employees need incentive to
join prepaid plans.

"A heavy insurance premium
(paid entirely by an employer) in-
sulates people from the pro-
viders," he said. "There is no way
you'll get results under the current
system, because the cost-con-
scious provider is penalized and
there is no reward for the con-
sumer."

Employers should provide a set
amount of premium for all health
plans and let employees pick up
the difference, Mr. McClure urges.

At General Mills, which offers
three HMO plans plus its own self-
insured plan to Twin Cities area
employees, 72% have opted for an
HMO, says David McIntire, direc-
tor of employee benefits.

Successful HMOs and employer
response like General Mills' have
prompted physicians to respond
with their own prepaid medical
plans: independent practice asso-
ciations. About 80% of IPAs were
organized in response to group
model HMOs, says Harry Sutton, a
consultant with Towers, Perrin,
Forster & Crosby in Minneapolis.

Unlike group model HMOs,
IPAs compensate physicians on a
fee-for-service basis or allow phy-
sicians to contract directly with
patients. Because the plans work
with limited revenues, physicians
control utilization rather than fees.
Mr. Sutton says.

"In prepaid plans, the distribu-
tion of premium dollar usually is
10 cents for administration, 30
cents for hospital fees and 60 cents
for physicians," he explained. "If
the hospitals' share rises to 40
cents, that means the physicians'
share drops to 50 cents."

The reaction of traditional insur-
ers and health care providers to
HMO competition is hard to mea-
sure. Benefit managers say they
can measure the shorter hospital
stays among HMO users, but can-
not quantify the reaction of tradi-
tional providers or rate changes
made to face the competition.

HMOs, however, seem to stim-
ulate the marketplace.

At General Mills, overall costs
for its self-insured plans have risen
about 20% this year, compared

with rate hikes of 10% to 12%
sought by the HMOs, Mr. McIntire
says.

But the impact ofthat difference
is not felt by General Mills employ-
ees because the company pays the
full cost ofits self-insured program
while employees share the cost of
the more expensive plan with
greater preventive benefits.

But here in General Mills' home
town, where HMO enrollment has
grown to 410,000 from 30,000 in
1973, hospital utilization dropped

Continued on next page
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Wethrive on
companies that
PEiy Too much
for insurance.

Cjur biggest satisfaction comes
01 I from helping companies that
\_,/ pay too much for insurance.
When they turn to us, it's often a trib-
ute to our specialty: Reducing premi-
ums by reducing risks.

Risk reduction has become such

a science with us that few brokers can

compare. We have a staff of top
engineers that will give your company
the most thorough going-over.
We work with an alacrity seldom seen
in any business.

But don't let our youthful enthu-
siasm fool you.We're 129 years old.
We've been finding more feasible ways
to insure companies since 1851. ---

And our people have a history 4
ofstaying with us. So those who
serve you now will be there

to serve you again.You get consistently
superior service.

But although we offer you the wis-
dom of our years, we also offer you
our foresight.We look beyond reducing
risks to how your company will be
affected if some mishap actually occurs.

The Dale team will suggest
better ways to protect your holdings.
We don't want an accident in one

part ofyour operation to cause down-
time and reduced profitability in
another.

So if you've got a feeling you could
be paying less for insurance,

we've got offices right across
Canada you can call.

We're Dale & Company.
The largest broker owned

by Canadians.

Offer choice of plans
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Continued from previous page
in the same period, notes Mr. Sutton ofTPF&C. However, he says
he cannot conclude that HMO growth caused the decrease in utili-
zation that led to the closing of one small facility and more than
1,000 beds in total.

Boston University recently received a reduction in rates from
Blue Cross & Blue Shield to $128 per month for family coverage
from $134. University officials, however, would not say the reduc-
tion resulted from competition from the Harvard Community
Health Plan, an HMO serving the university.

"There's so little evidence, because competition is a new thing,"
said Jacob Spies o f BU's Center for Industry and Health Care. "It's
only been about a year that we have been measuring the effect of
competing plans." But he believes competition will have"a soften-
ing effect" on health care costs.

HMO strength might have influenced the Blues' decision to
lower rates last year for Eastman Kodak employees in the Roches-
ter, N.Y., area, says Martin Bael, director of employee benefits.

However, the Blues and HMOs in Rochester are competing with
themselves because the Blues sponsored two of the area's three
HMOs, he notes.

Interstudy's Mr. McClure believes it will take five to 10 years for
provider competition to shake out excess capacity.

Dale & Company I_jrnited
Insurance Brokers

Offices at: St.john's-Corner Brook-Grand Falls-Halifax-Montreal-Ottawa-Toronto
Hamilton-London-Windsor-Minnipeg-Calgary-Edmonton-Vancouver

Head O ffice: Box 18,Toronto-Don*nion Centre,Toronto, Ontario MSK 1132.
Telephone: (416) 366-4645

HMO growth
loses speed
in last year

WASHINGTON-HMO growth
is slowing.

Enrollment increases in health

maintenance organizations and
development ofnew HMOs in 1980
are less than in the boom years of
the 1970s.

HMO ehrollment grew to 9.1 mil-
lion this year, an 11% increase over
the 8.2 million enrollees reported
last year. Since 1971, the number
of HMOs has risen from 39 for an

average annual growth rate of 51%.
Enrollment grew from 3.5 million.
Enrollment grew 160% over that
period, or an average of 16% annu-
ally.

Through Sept. 30, 21 HMOs
joined the 215 operating in June
1979 for a 10.7% gain, the federal
Office of HMOs reports. Federally
qualified HMOs total 115, up from
99 a year ago.

Of all current HMOs, 61 are staff
models, 82 are group models and
95 are independent practice asso-
ciations. The staff models employ
full-time physicians on a fixed sal-
ary. The group models use part-
time physicians and the IPAs al-
low doctors to work in their own

offices. They are compensated on a
fee-for-service basis.

Of the federally qualified plans,
36 are staff models, 31 group
models and 48 IPAs.

More growth is targeted for the
19805.

The federal Office of HMOs last

year established a national HMO

development strategy to target
HMO growth in major markets
where less than 7% of the popula-
tion is enrolled in HMOs.

In order of priority, the top 20

markets for the strategy are: Bos-
ton, New York, Nassau-Suffolk,

Newark, Buffalo, Philadelphia,
Pittsburgh, Washington, Balti-
more, Atlanta, Miami, Tampa-St.

Petersburg, Chicago, Detroit,
Cleveland, Milwaukee, Houston,
Dallas, St. Louis, Denver-Boulder.

In Chicago, the Office of HMOs
helped sponsor a media blitz last
spring to encourage HMO enroll-
ment. The campaign was timed to
coincide with state and local gov-

ernment employees' annual selec-
tion of health plan participation
for the coming year.

HMO enrollment in six Chicago
area plans grew by 23,000 or 14.5%
during the four months following
the blitz. During the same period
the previous year, enrollment grew
by 13,000 or 9.3%

Nationally, HMOs cover 6% of
the population. Their lowest en-
rollment is in the South, with 1 %,
and is highest in California, with
25% .



Industry interest
breathes new life

into peer reviews
By JOHN MAES

Industry and private employers
are teaming up with professional
standards review organizations to
help them wrestle down rising
health care costs.

The organizations, originally
started by the federal government
in 1972 to track Medicare and Med-

icaid patients, are becoming more
involved in reviewing private hos-
pital cases, says Boyd Thompson,
executive director ofthe American
Assn. of Professional Standards
Review Organizations.

A study being conducted of the
nation's 184 PSROs is evidence,
says Mr. Thompson. So far, 53 of
the 145 that have responded say
they are involved in so-called "pri-
vate review" of non-Medicare/

Medicaid patients. That's more
than 50% more than the total just a
year ago, Mr. Thompson says.

The panels conduct three re-
views. They examine current hos-
pital cases to determine whether
treatments are necessary for the
particular disorder, analyze retro-
spective data on some patients
who have been discharged to de-
termine whether care was ade-

quate and review data on specific
health care institutions to see if

treatment and diagnosis are con-
sistent.

If variations are found, the hos-
pital is confronted with the infor-
mation and asked to account for

the difference.

PSROs are charging $9 to $16
per case for review of private
cases, the Washington-based asso-
ciation says.

"The growth has been astound-
ing," he added. His office receives
inquiries daily from companies
and organizations that want to
know more about how they can
use the concept.

The growth in private review
would be even faster were it not for

reluctance on the part of some hos-
pitals and health insurers to have
outsiders review their practices
and procedures, he adds.

But there's nothing new about
peer review of hospital proce-
dures. The federal government
shepherded the PSRO movement
in 1972 to ferret out fraud among
doctors, some of whom put Medi-
care and Medicaid patients in the
hospital unnecessarily to collect
government payments.

The movement has good support
from the medical profession, with
doctors realizing "there's going to
be review of medical care anyway,

and the federal government's go-
ing to do it if they can't find an
alternative," Mr. Thompson said.

PSROs can work effectively in
any region of the country regard-
less of the makeup of the area, but
physician involvement is impor-
tant to its success, especially in the
areas devoid of heavy industry.
Colorado, for example, has per-
haps the best PSRO, the Colorado
Foundation for Medical Care, Mr.
Thompson says.

In 1977, for example, the Col-
orado panel reduced hospital stays
by nearly half a day per admission,
saving $125,000 from the cost of
hospital care for the year.

Another successful PSRO ven-
ture, the Western North Carolina
Peer Review Foundation, reduced
total hospital days in a 19-county
area by 551 between 1977 and 1979.
Hospital days totaled 3,764 per
1,000 admissions in 1977, but
dropped to 3,213 in 1979, said

Charles Riddick, executive direc-
tor of,the Asheville, N.C.-based
panel.

But the interest of industry is
what has given the movement its
new-found life. Mr. Thompson
says he hopes employers will par-
ticipate more not only by support,
but by lending their business ex-
pertise to the operations.

Employers can make significant
contributions by supervising ad-
ministration, overseeing financing
and doing other business-related
tasks, he notes. .

$1,000,000. ESTATE .....

..... and only $150,000. ACCIDENTAL DEATH & D SMEMBERMENT?

Can you "honestly" call that "PROTECTION"?
We can help fill the gap...up to $12.500000. available per
person.

For details specific to the above, and our Special Risk Accident Facilities for Professional Athletic
Teams. On and Offshore Oil and Gas Exploration among many others....

Contact ...

r?73&19'BE; INTERNATIONAL ACCIDENT FACILITIES, INC.

Home Office: 15 Broad Street, Boston, MA 02109 Tel. (617) 742-6660 Telex: 94-0241

Branch Offices

Suite 503-Buckeye Towers, 3300 Buckeye Road, Atlanta, Georgia 30341 Tel. (404) 452-1311
Suite 170, 8204 Elmbrook Drive, Dallas, Texas 75247 Tel (214) 634-1861

"The demand for mass-marketed permanent
life insurance is exploding. Our new product, ap-
propriately named FUTURE, meets this demand
by giving an employee who probably wouldn't be
reached by a life insurance agent an opportunity
to buy a bona fide whole life policy through pay-
roll deduction.

"Directed toward buyers in the $5,000-
$50,000 range, FUTURE builds cash values and
can include a disability waiver of ' premium as
well as an accidental death benefit. A similar
spouse policy and a term rider for children are
also available. It is voluntary and no physical is
required. Terminating employees can continue

their policies at the same annual rate by sending
the premium directly to Provident.

"Employers who are already offering FUTURE
to their employees are enthusiastic because the
program offers employees a chance to help fund
their own permanent insurance programs. The
only expense employers have is the cost of pay-
roll deduction.

"FUTURE is really a product whose time has
come."

If you want to find out how FUTURE can affect
your bottom line, call your insurance consultant
or your nearestProvident Group representative.
Our offices are located in principal cities.

PROVIDENT
LIFE AND ACCIDENT INSURANCE COMPANY

CHATTANOOGA, TN 37402
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Growing recognition of possible health currently appearing in industry at

hazards in the job environment is leading the approximate rate of one every
twenty seconds.

to a rise in workers' compensation claims Since a long time period is re-

and to higher operating costs for coin. quired for the manifestation of
panies striving to reduce such hazards. many occupational diseases, an-

other twenty years may be needed

A brief review by INA of an insurance to determine whether the chemi-

cals introduced in the 19605 alonetopic of interest to business executives.
are hazardous. For example, al-

though the first polyvinyl chloride

When a new employee of a employment than vvere formerly plant was built in 1938, the first

company starts work in the not- recognized. As a result, a number cases of liver cancer linked to PVC
too-distant future, he or she may of diseases afflicting workers are were not discovered until nearly 35
be given two booklets. The first turning out to be, at least in part, years later.
will be the familiar material de- job-induced. At the same time, Changes are also taking place

scribing the company and its bene- the employer's responsibility to in the legal definition of occupa-
fits. The second will outline the maintain a healthy working envi- tional disease. This term has tradi-
possible hazards of the job, includ- ronment is adding to operating tionally excluded all ordinary
ing the toxic and harmful agents to costs, reflecting the expenses of diseases to which the general pub-
which the employee may be ex- such measures as monitoring air lic is exposed. But in recent years a
posed, together with the precau- quality. number of states, including Cali-

tions to be taken against them. Long time tags
fornia and Connecticut, have

If this should come about, it amended their workers' compensa-
.

will be one result of a new wave of It is estimated that there may tion codes to include cumulative

public consciousness of occupa- - be as many as 200,000 chemical injury" as part of occupational dis-
tional hazards-the health risks as- compounds in working environ- ease. This tends to make an
sociated with employment. It has ments today, the great majority in- employer liable should any cont:in-
become clear that there are many troduced since World War II. In uing circumstance of employment
more toxic substances in places of fact, new chemical substances are play a part in an illness ofany kind.



For example, all costs of a cu-
mulative injury claim for job-

related emphysema may be

charged tO the employer even

though a three-packs-a-day smok-
ing habit may have been a major

contributing cause of the condi-
tion. Thus employers may bear a
large burden for disabilities which
are caused at least in part by non-
job-related factors.

A flood of claims

Application of the cumulative
injury doctrine has opened the way
to a steady increase in this type of
claim. Many are filed by workers at
or near retirement age who do not

expect to continue to work. And

the great majority of cases entail

expensive, time-consuming
litigation.

If current trends in cumulative

injury continue unabated, a recent

major study indicates that they

may jeopardize the entire workers'
compensation system. Among the
possible consequences will be more
litigation, widespread compensa-
tion for non-work-related disabili-

When a worker

needs a Biend

If the initial report of any occupational disabil-
ity indicates that the disability is likely to ex-
ceed three weeks, it is often highly beneficial
for a registered nurse specializing in rehabilita-
tion to make early personal contact with the
injured worker to determine if rehabilitation
procedures could speed recovery.

This procedure is recommended by Inter-
national Rehabilitation Associates, an INA
company, based on observation of tens of thou-
sands of disability cases-many involving occu-
pational disease.

ties, and substantially higher
average cost per claim.

Holding down hazards

Meanwhile, strides are being
made in the detection, evaluation
and control of environmental haz-

ards in the workplace. In addition

to chemicals which may be toxic-
particularly in the form of airborne
dusts, gases, fumes and vapors-
such hazards as noise, vibration,

radiation and temperature ex-
tremes are being more successfully
controlled today.

Under the Occupational Safety
and Health Act (OSHA), stan-

dards have been adopted which
specify the maximum allowable
airborne concentrations for hun-

dreds of toxic materials encoun-

tered in the work environment.

To comply with these stand-
ards, periodic monitoring of the
work environment, involving reli-
able laboratory analysis of air sam-
ples, may be required by many
industries. This work, like the con-

trol of occupational health hazards
generally, lies in the field of indus-

3

1-

trial hygieneand is proving increas-

ingly indispensable to industry.
Professional industrial hygien- .

ists are among the workers' com-
pensation loss control specialists at
the Loss Control Division of the

Insurance Company of North
America, an INA company. In ad-
dition, INA maintains a labora-

tory, accredited by the American
Industrial Hygiene Association,

which specializes in the detection
and analysis of chemical hazards.
INA has the capacity to develop
comprehensive loss control pro-
grams tailored to specific needs.

Comprehensive services

Recognizing and meeting
complex needs, such as those of
business for combating occupa-
tional health hazards, typifies
INA's comprehensive approach to
increasingly sophisticated insur-
ance and risk management
problems.

The Insurance Company of
North America was founded in

1792 in Independence Hall, Phila-
delphia. Today it iS the largest
component of INA Corporation's
international network of insur-

ance, financial, and health care in-
terests. In property and casualty
insurance and risk mariagement
services, life and group insurance,
health care management and finan-
cial services, INA and its affiliated

companies offer a unique combina-
tion of products and  services to
business and industry worldwide.

For an informative booklet on

current trends in political risk in-
surance, write INA, 1608 Arch

Street, Philadelphia, PA 19101.

INA
The Professionals



The Red Phone

The Travelers Insurance Company and Afftliated Compar.ies, One Tower Square. Hartford, Connecticut 0€ 115
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It's just one of thousands of phones in The Travelers nationwide
communication network--a network cf claim specialists who work

directly with our policyholders when they have questions or
problems with their Group Dental Coverage.

Each of our Explanation of Benefit forms bears
the name and telephone number of the dental claims

specialist assigned to handle your employee's
OFESE toN individual claim.

ffR); When an answer or clarification on a claim

7,NC- .6% is needed, your employee can call and speak directly
/'1;1\ with The Travelers person responsible. The problem

gets solved and doesn't create extra
problems for your people.Simple. Fast. Direct. It's what you'd expect 

rom The Travelers-the leader in Group Dental
Insurance.

THE TRAVELERS
We're out front and pulling away.
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ANOTHER REASON WHY
THETRAMELERSISNUMBERONE

IN INSURING SMILES.
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Boardroom approach
Businesses find a voice

through health trustees
By Iris Masotti

 HE VERY existence of theMidwest Business Group on
Health underscores the growing con-

cern that high costs and lack of internal

control in the health industry must be
met with a more unified, consumer/
business-oriented approach.

Spiraling inflation has not been
brought under control. Oversupply
and maldistribution of health care

facilities and professionals continue to
foster excessive use in some areas

while other areas are left without ade-

quate care. Advances in medical tech-
nology exacerbate the problem of high
costs through duplication ofexpensive

equipment.
The complexity of these health in-

dustry problems demands some tough
decisions be made in the near future.

The burden of escalating medical

costs leads major corporations to in-
volve themselves directly in areas that

offer an opportunity to reduce health
care costs for employees and their
families. Since business supports the

health industry, it not only has the
right but the obligation to participate
in the system to improve the quality of
care while controlling cost. The patch-

work o f legislation that encroaches on
every aspect of health care has not

made. the system more efficient. Busi-
ness rnay be the only rennaining force
with the ability to voluntarily change

the system.
One way for business to become di-

rectly involved is through trustee rela-
tionships. Knowledgeable trustees can
understand the business viewpoint at

the policy-formuating, decision-mak-
ing level-in the boardrooms of local

hospitals, health systems agencies,
health maintenance organizations and
other voluntary health agencies. These
relatjonships allow businesses to be-
come more than health care pur-
chasers; through their trustees. they
become increasingly effective partici-
pants in the system.

How.can a program bring about
 significant enough changes to warrant
business participation? One way is to
invite trustees of various types of
health boards to participate. This op-
portunity to understand the often con-
flicting roles of the other organizations
will help break down stereotypes and
create a climate for cooperation.

community perspective, as op-posed to interest in one organiza-
tion, can be the most effective element

of a trustee program. When board
* members can talk together about
multi-institutional activities, region-

alizing- services and long-range plan-

ning that includes a coordinated com-
munitywide perspective, the possibili-
ties for cost savings will be felt in that

- community.

The educational component of
trustee programs, knowledge that
strengthens the trustees' ability to

make sound decisions, will have a rip-

ple effect as information from the sin-
gle trustee/participant is transferred to
the entire board. Potential for change

,through trustee communication seems
far more substantial and attaina ble

. than through legislative efforts.
The staff of the Midwest Business

Group on Health has andyzed trustee

communication programs developed
by corporations for their own employ-
ees as well as some of the programs:

Trustee communications pla n
Program development

1. Analysis of potential participants to determine types of trustee
and length of service.

2. Definition of specific objectives.
3. Determination of content of major program segments.
4. Agreement on the focus or emphasis of each segment.
5. Time allocation for presentation and discussion.

6. Evaluation outline for sponsoring organization.
7. Structure alternatives for further joint efforts.

Participant recruitment

1. Letter to trustees explaining corporate involvement, goals and
brief description of program agenda.

2. Request response indicating desire to participate.
3. Assessment ofnumber oftrustee responses by corporation, loca-

tion and type of health board.
4. Coordination of response to planning.
5. Determination of conference site, dates and length.

Speaker recruitment

1. Assessment of capable speakers for each program segment from
academic and professional community.

2. Selection of speakers and moderator.
. 3. Invitation to speakers--costs defined.
4. Precise development o f presentation with each speaker includes

assessment of composition of participant trustees, overall sub-
ject areas, goals, length.

Survey of materials

1. Survey of literature on each program segment.
2. Selection of pertinent material.
3. Arrangements for duplication.
4. Development of bibliography for interested participants.
5. Arranging for distribution of any pre-conference reading mate-

, rial or tasks.

that have been presented by health-re-
lated associations for their members. It

was believed the overview wo uld help
verify the need for additional programs

and also would help us set priorities in

planning ·the most useful format for
our members.

We began by talking with contacts in
several corporations, namely IBM,

Continued on next page

Cost-saving ideas and awareness radiate strongly when business participates in hospital boardroom communications.
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Creating competition
Regulation
won't leash
health cost

By William J. Brown

THE EFFORT TO contain healthcare costs must begin with the rec-
ognition that health care is not simply a
victim of inflation. In this current

round of inflation, higher prices for
such commodities as food and gasoline
have risen much faster than wages.
Thus, as a labor-intensive industry, the
health care business should be less af-

fected by inflationary pressures than
most industries.

But this has not been the case during
the past decade, and I believe much of
the explanation for rising health care
costs rests with the health care busi-

ness itself. Our health care payment
system rewards inefficiency. It wil-
lingly pays for excess hospital beds
and equipment, unneeded surgery and
unnecessary hospitalization. But I do
not believe the answer is simply more
government regulation.

I see little merit in regulati6n as rep-
resented by state hospital ratesetting
commissions or by federally mandated
hospital cost-containment programs.
We've found in other areas, particu-
larly in the energy field, that direct reg-
ulation simply doesn't work.

I believe the answer is competition.
We must strengthen the competitive
forces within the health care industry.
Competitive market forces have the
unique advantage of promoting
greater efficiency, with a minimum of
government red tape. In other words,

William J. Brown is attornev general of
Ohio. His remarks were made before a
meeting of the Riverside Methodist Hos-
pital medical staff in Columbus.

'Mo

personal and corporate consumers
vote with their dollars, and the system
is less subject to political manipulation
by special interests. ·

This was precisely the rationale be-
hind the litigation., I initiated in 1975
against Ohio .Medical Indemnity and
the Ohio State Madical Assn.

Yor more than 40 years, the statemedical association controlled its

own Blue Shield company in 83 0 f the
state's 88 counties. This company had
one of the worst cost-containment rec-
ords in the nation. Instead of using its
bargaining power to keep costs down
for its policyholders, Blue Shield paid
whatever the doctors wanted.

As a result, the medical association
agreed to give up its ownership of Blue
Shield. Today Blue Shield is owned by
its policyholders-and, I should add,
without government regulation. It is
now in a position to save its sub-
scribers millions of dollars each year.

Since 1977, the number of state em-

// GITAL
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ployees electing the HMO option has
increased eightfold. Each state em-
ployee is making a decision about how
much to spend for health care and how
that care is to be received. Consumers

will choose health professionals who
provide quality service at the most rea-
sonable cost, and providers who do not
compete successfully will be forced
out of the market.

I'm not suggesting HMOs or other
prepaid delivery systems are appropri-
ate for all people or that we mandate
this type of system. What I am suggest-
ing is that we need the option. And
that's what the attorney general's of-
fice is committed to achieving
throughout the health care industry.

Late in 1979, my office began receiv-
ing phone calls and letters from con-
sumers who were being billed directly
for certain hospital charges, even
though they had entered the hospital
on the advice of their physician and
had thought the costs would be cov-
ered by Blue Cross. But Blue Cross had

*951#853

determined their admissions had been
medically unnecessary and that the
diagnostic tests for which they had en-
tered the hospital could have been
done more economically on an outpa-
tient basis.

-UV arlier this year, I issued an infor-
r A mal opinion that sought to clarify
what the law says about diagnostic ad-
missions. There are diagnostic admis-
sion tests that can be justified and in
such cases, they will be paid for by in-
surers.

But the obvious question here is:
Who is going to determine whether or
not the admission is necessary? And
here I have an emphatic answer: That
determination should rest with the
doctors.

I am convinced that through cooper-
ation and understanding, the problem
of diagnostic admissions can be re-
solved, and I encourage you to con-
tinue working toward a system of con-
current review. .

Business finds voice through trusteeships
Continued from previous page
TRW, Deere, General Motors, Illinois
Bell, Chrylser, Alcoa and Arthur
Young. We also talked with health-re-
lated agencies and associations such as
the American Hospital Assn., Blue
Cross Assn., Illinois Hospital Assn.,
Suburban Cook County-DuPage
County Health Systems Agency; with
professors at the University of Michi-
gan, University of Minnesota, North-
western University and Case Western

Iris Masotti is pro-
gram director for the
Midwest Business

Group on Health, a

Chicago-based em-
ployer health cost-
containment group.

Reserve University, and with current
board members representing various
health groups.

Business employees who presently
serve on health agency and hospital
boards believe a trustee communica-

tion program would be beneficial, and
indicated several ways their effective-
ness could be improved.

Some business trustees were dis-
turbed to find that sound business

practices were not common in their
agency. Some board members be-
lieved sources of information were de-
ficient in a field so foreign to them.
Some had difficulty reconciling the
needs ofthe consumers in the commu-

nity with the interest of the agency
they agreed to serve.

Other trustees thought they under-
stood little of the broader issues of

planning and regulation because board

meetings did not afford dialogue with
planners and regulators. Still others
felt like fish out of water, having little
contact with the mainstream of busi-
ness interest once they entered the
boardroom.

Tn corporations that already had
Iplanned and sponsored programs,
our contacts were polled for their reac-
tions. One respondent was only mildy
committed to further seminars be-

cause the corporation had not tried to
evaluate the effect of the program on
employees' behavior in the board-
room. Thus, a plan for follow-up meet-
ings and periodic evaluation seems
necessary.

Employee participants were enthu-
siastic and rated the seminars very
high. GM and TRW are considering
sponsoring another program. IBM

chose not to sponsor another trustee
education program because manage-
ment believed the corporation should
be more removed from the employees
and issues being discussed.

A multicompany program could
eliminate this problem. A well-planned
seminar, all agreed, helps increase the
effectiveness of employees in their
boardroom role. Health agencies and
hospital societies have offered pro-
grams for several years. Because of
their constituency, however, these or-
ganizations have not been able to
openly address some sensitive, yet cru-
cial issues.

An exasperated trustee program
planner from one society confessed
that not all agency and hospital ad-
ministrators want their board mem-
bers to be more knowledgeable. They
become more difficult to handle. .
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Guess how many people on this page
will work beyond normal retirement.

Your estimate is probably too low. Unless you've seen
the recent study, American Attitudes Toward Retirement
and Pensions.

This research, commissioned by Johnson & Higgins
and conducted by Louis Harris and Associates, reached
executives at 212 leading companies as well as 1,699
current employees and retirees.

Our findings call into serious question many currently
held assumptions. For instance, many past reports suggest
that only 10% to 25% of the work force intends to stay on.

Harris finds that 51% intend to stay at work, full or part time
Furthermore, though executives think guaranteed

income and vesting are the most important things in
pension plans, employees don't think so.

The wealth of reliable information in this study can
help you shape employee pension programs to cope with
changing conditions and attitudes.

You are invited to review both the Harris study
and two newly developed J&H pension planning analytical
tools (BAl and GAIN)*. Simply call any J&H office.

' Benefit Adequacy Index and General Adjustment for Inflation

JohnsonGHiggins
The Private Insurance Broker/ Benefit Consultant. We answer only to you.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING; RISK AND INSURANCE MANAGEMENT SERVICES THROUGHOUT THE WORLD.
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books & ideas

Hospital benefit plans
Essays identify the administrative issues

By Mark B. Manin

Employee Benefits (A Guide for
Hospitals)

Edited by Alex W. Steinforth
Reprinted from Topics in Health

Care Financing, Vol. 6, No. 3
Spring/1980

Aspen Systems Corp., 1600 Research
Blvd., Rockville, Md. 20850

$19.95, 124 pp.
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signed to supplement or replace pen-
sion plans or cash compensation.

Extremely useful to hospital ad-
ministrators is an essay on trends in
hospital labor relations. This piece fo-
cuses on how laws have affected labor
relations in health care facilities. It ad-

dresses topics on election campaigns,
bargaining units and voting eligibility
of various hospital personnel.

The authors provide data on repre-
sentation elections in the health ser-

vices industry, and point out how labor
unrest causes unique problems.

Three of the final chapters, entitled
"Job Evaluation Systems," "Employee
Benefit Communications" and "Prere-
tirement Planning Programs," all seem
to leave this reader with unanswered

questions. Although each of the au-
thors identifies the importance of his
respective topic and provides the
reader with an overview, they do not
highlight any special considerations
for a hospital administrator.

rihis book is a compilation of nine
1 essays by different authors origi-

nally published in health care periodi-
cals. The essays are intended to pro- 6
vide hospital administrators and per-
sonnel managers with a resource on
various aspects of employee benefits. -7

The subjects present a broad spec- A hospital's wide spectrum of full- and part-time employees presents
trum of issues, targeting not only wage-
related and non-wage benefits but also

special problems for employee benefit managers.
job evaluation systems, labor relations only occasionally perform duties. well in smaller hospitals but not in
and Social Security issues. . Hospitals have large numbers of larger ones.

The individual articles are, for the older and younger employees. It describes a general hospital bene-
most part, well written and cogent. . Hospital employees represent a fits package. The outlined approach
However, a majority of the authors wide spectrum in training and experi- "provides coverage for a variety of he last article contains the resultsidentify, but do not elaborate on, the ence. risks and is complex and expensive." ofa survey in the Chicago area. The
issues that directly affect the adminis- One article entitled "Social Security Whether this is an appropriate exam- author suggests the reader may wish to
tration ofa hospital's employee benefit (OASDI): Financial Basis and Long- ple, assuming hospitals neither have judge the survey by "comparing the re-
program. Range Cost Projections" makes a key the personnel nor the interest to oper- sults ofthis area's practices with that of

There is much for benefit managers point that many not-for-profit hospi- ate a "complex and expensive" bene- other regions of the country."
to learn here, though. tals may choose to elect out of the So- fits program, is a question each reader Here are the results o f his study:

Mr. Steinforth correctly notes in the cial Security system. But this signifi- will need to answer. . Hospitals use small staffs to han-
book's opening paragraph that hospi- cant point is not developed in the piece The author further notes that career- dle daily administrative functions.
tals are peculiar organizations. Some of and instead the author presents a gen- average salary defined benefit pension • Great reliance is placed on outside
the unique problems he identifies are: eral discussion on selected aspects of plans "are well suited to situations resources for computer technology.

. Hospitals are 24-hour-a-day opera- the Social Security system. where the work force includes many . Hospital administration of benefit
tions. The reader would be better served if employees who periodically change plans is highly fragmented and does

. There are large numbers of part- the author addressed the question of their work schedules... [and that] un- not provide the efficiency needed to
time employees. whether a hospital that has the option der final-average pay plans, the benefit maintain or reduce administrative ex-

. Employees can be on call and yet of electing out of Social Security will not accurately reflect such irregu- penses.
should exercise this option and why. lar work history." . The costs of developing a single in-

Mark B. Manin is an Another essay addresses the funda- Further essays contain an excellent tegrated system of administering a
employee benefits mental aspects of employee benefit overview of Section 403(b) tax-de- benefit program are probably too high
consultant with plan design. For the reader with a lim- ferred annuities and make several for a hospital to absorb in a single year.
Coopers & Lybrand ited knowledge of benefits, the article good points on the deferred cornpensa- If one treats this study as a survey of
in New York, an actu- will provide valuable background in- tion treatment of physicians. But benefit administration practices in 16

f arial, benefits and formation. But it is less so for readers there's no explanation of why such Chicago-area hospitals rather than a
compensation consul- who are familiar with benefit programs compensation tools need to be in- general trend analysis of all hospitals,

and who are looking for specific rea- cluded in a hospital's benefits package then the results may be useful and in-ting group.
sons why one benefit plan may work and whether such programs are de- formative to a hospital administrator..

Overdose death isn't 6accidental means'
eath from an intentionally self-ad-

ministered heroin overdose only
served to prove an accidental death but
riot death by "accidental means"
within the meaning of a group life
policy's double indemnity provisions,
a California court ruled.

Michael Hargreaves was covered un-
der a group insurance policy issued to
his employer by Metropolitan Life In-
surance Co. The policy provided for
payment of an additional $10,000 for
death sustained through "accidental
means."

Mr. Hargreaves had a history of her-

Copies Of the entire decision mal/ be ob-
tained bv sending $4 to Cases Unlim-
ited in care of Business Insurance, 740

N. Rush St., Chicago, Ill. 60611.

 legal briefs
oin use. In 1976-he died from an over-
dose self-administered with the knowl-

edge of his wife. His widow received
payment of the life insurance benefits
but was denied the double indemnity
claim. She sued but lost in the trial
court.

The appellate court rejected a con-
tention that the phrase "accidental
means" was inherently ambiguous.
The court said that in a policy insuring
against death caused by accidental
means, it is not sufficient that the death
should be unexpected, but the means
of the death must be something of an
unexpected or unforeseen character.
The court was satisfied that Mr. Har-

greaves had full knowledge of the dan-
gers ofinjury and death from illicit her-
oin use when he declared that he was

going to "get loaded." Hargreaves us.

Metropolitan Life Insurance Co., Cali-
fornia Court of Appeal, April 16, 1980
(BI/01/D.-$4).

Expense policy
The Utah Supreme Court ruled that

the risk insured against under group
medical expense policy was the incur-
ring of expenses, and until expenses
were incurred, there was no loss.

An employee was covered under a
group hospital, surgical and medical
expense policy that terminated cov-

erage at termination of employment.
The employee was injured before ter-
mination of her coverage, but incurred
expenses relating to that injury after
termination of employment. The in-
surer denied the latter expenses.

On appeal, the employee contended
the right to payment for all resulting
expenses, whenever incurred, vested
at the time of the accident. But the

court pointed out that the policy's de-
scription of benefits referred to types
and amounts of charges, not to the
cause of such expenses.

The court denied recovery because
the policy was an expense policy, not
an accident policy. Wugfenstein us. De-
seret Mutual Benefit Assn., Utah Su-
preme Court, April 14, 1980 (BI/01/
N.$4).
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Insurers should

put money data
where mouth is

By LEN STRAZEWSKI

Insurers like to talk about the work they do to contain
health care costs through coordination of benefits, outpa-
tient testing and treatment, hospital audits and a variety of
other schemes.

' . But the health plan vendors have little to say about how
much, on the average, they can save buyers. Since benefit
managers rank cost-containment as a major priority for
their suppliers, it's surprising
that hard consumer data is so dif-
ficult to find.

Five Business Insurance re-

porters tried to plot the average
savings earned by the top 10
health insurers on a list of pop-
ular cost-containment practices.
They failed, but discovered some
interesting statistics, examples
and excuses.

Most of the insurers were able
to estimate how much claims

costs have been reduced by coor-
dinating benefits. Though docu-
mented data was usually un-
available, most of the companies Strazewski
said they cut claims cost 4% to 6%
through COB, making sure claims weren't paid twice by
two insurers.

Cost savings estimates for other techniques were spotty
and vague. One insurer offered some estimates for claims
audit savings, but the spokesman's boss called back the
next day to say that the figures "were way out of line." He
offered no replacements.

Second surgical opinions also puzzled several insurers. A
few of the companies said a second surgical opinion saved
less than an average of 1% o f claims. Prudential, however,
which has been marketing a mandatory second surgical
opinion plan, claimed a 5% to 6% savings, but "hard esti-
mates are difficult to come by," said a spokesman.

Prudential has 260 plans in the United States that use a
panel of doctors to rule on non-emergency surgery.

Claims audits and reviews also seem to cut claims costs

by 1% of claims, according to Aetna Life & Casualty Insur-
ance Co., the only insurer able to provide a percentage
estimate.

Some insurers offered case studies to support their tech-
niques or highly qualified approximations. Metropolitan
Life Insurance Co., for example, said claims audits saved
$900,000 for a client with a $300 million total insured benefit
premium, but no overall estimates were available.

Lincoln National Corp. couldn't answer any of the ques-
tions with certainty because "our computerized system

, doesn't give us that kind ofinformation yet." But a spokes-
man said a claims audit can account f6r a one-third reduc-

tion in cases filed within the past eight months in which the
insurer suspected a problem.

At Prudential, audits reduced claims by about $700,000 or
about $300 per 2,000 claims, but "while some audits resul-
ted in considerable savings, others yielded none at all."

Savings from most other techniques-professional stan-
dards review organizations, hospital audits, outpatient
care, hospital discounts and employee health education-
couldn't be identified.

The Equitable Life Assurance Society said it has used all
those techniques, but only began monitoring results this
year. A few other insurers declined to offer even vague
estimates because they were afraid they would be revealing
competitive secrets.

It's hard to see how a competing insurer, let alone a cor-
porate buyer anxious to reduce benefit cost increases, can
make sense ofthe data insurers have available. Just.gather-
ing enough data to produce estimates seems to be difficult.
When BI reporters asked how long they must wait for statis-
ties, projections varied from two months to "impossible."

When asked if corporate clients were satisfied with those
kinds of answers, several insurers said most benefit man-
agers never asked for this kind of data, but they supposed

they probably would someday.
"It's something we realize we have to do," said Prudential

vp James Baratte. "We are working on it, though. We know
that we have to put our dollars where our mouths are."

Benefit managers, faced with health care cost increases
topping 20%, would probably agree. You can bet benefit
execs will be shopping for insurers who prove they save.

(E[LAUM (C(DAIr(b[L
AUTOMATED CLAIMS PROCESSING SERVICE

When you look at a computerized claims
processing system, look at who stands
behind it. Claim Control is a service of

Systems Resources Company, a division
of Control Data Corporation. Totally
administered by SRC staff professionals,
Claim Control provides automatic and
consistent adjudication, pricing and noti-

fication. We're flexible - choose the

pricing methods, benefit combinations
and payment cycles that fit your oper-
ation. Our ambitious cost containment

efforts, coupled with outstanding
reporting, provide real management
value for your administrative dollar. Call
us for details on Claim Control.

SYSTEMS RESOURCES COMPANY

gga ACPOR,ATION
14801 Quorum Drive• Suite 301 • Dallas, Texas 75240• (214) 385-5666

rare

commodity

Personal, responsible, concerned service. As one
of the largest privately held insurance brokerage firms,
we offer the latest most innovative and complete insur-
ance programs. Service with the extra degree of caring
that comes when you deal with principals.

FR
BRI Coverage Corporation

156 William Street New York, N.Y. 10038 212-233-7171
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Human

Spoken
Here.

It's not a language spoken every-
where in the insurance business.

You bump into Mechanispeak
a lot. Or Technispeak. Or some-
times just plain Martian.

But here our representatives
are committed to the idea that if it

weren't for humans there probably
wouldn't be an insurance business.

Listen...we very much want
you to know that we offer fresh and
exciting approaches to the whole
range of employee benefit pro-
gramming. Pension and Profit-
Sharing Plans, Retirement Plans,
Group Lifeand Health Plans... with
features among the broadest in the
industry.

We want you to know that, sure.
But even more importantly, we
wantyoutoknowwespeakhuman.
Try us.

Get the most out of life with

- PROVIDENT
MUTUAL
LIFE INSURANCE COMPANY
OF PHILADELPHIA

Home O ice: 4601 Market St. Phila., Pa. 19101

Insurer promotes
cost-cutting test,
drug programs

BOSTON-John Hancock Mu-
tual Life Insurance Co. estimates

policyholders will save $65 million
through its cost-containment mea-
sures including coordination of
benefits, hospital audits and utili-
zation review.

But the insurer is promoting two
new techniques that promise to
save even more money: preadmis-
sion testing and generic prescrip-
tion drugs.

In one Wisconsin county alone,
preadmission testing saved the
company more than $500,000 in a
year, says Robert Grudzinski, as-
sistant director o f group insurance
claims.

Under the preadmission pro-
gram, a patient receives as many
tests as possible in a doctor's office
or clinic before going to a hospital
for surgery.

Many tests performed in a hos-
pital can be conducted on an out-
patient basis, he says. Preadmis-
sion testing can cut down by one or
two days the time a patient spends
in the costly hospital.

The preadmission testing pro-

gram reimburses the employee to
the extent he or she would have

been covered if the tests were per-
formed in the hospital instead o f in
an outpatient facility.

A preadmission testing pro-
gram, properly designed, gives an
employee an incentive to have the
tests done on an outpatient basis,
Mr. Grudzinski says.

Often plans discouraged pread-
mission testing because they put
dollar ceilings or high deductibles
on tests performed in doctor's of-
fices.

John Hancock also is backing a
generic drug program that em-
ployers are buying.

Under the program, employers
who buy generic drugs are reim-
bursed at a higher level than ifthey
purchase the more costly, but es-
sentially identical name brand
products.

For example, employees who
buy name drugs may be reim-
bursed for 50% of the drugs' costs.
Employees who purchase generic
drugs may be reimbursed 100%,
Mr. Grudzinski said. i

ChangingWorld
Insuranc ets

A Two Day Conference at
The Rainbow Suite, London

4 and 5 March 1981
This major conference will discuss and review the
changes occurring in the London market. the reasons
behind them and their effect upon the international
scene. Particular attention will be paid to the subject of
the future for Lloyd's as well as the newer overseas
influences acting in and upon this traditionally
pre-eminent market.

The very distinguished panel of speakers includes
ROBERT KILN - Lloyd's Underwriter
JULIUS NEAVE - Managing Director, M&G Re.
DAVID PALMER - Chief Executive, Willis Faber
PATTON KLINE -Chairman, Marsh & Mciennan Inc.
MARIO LUZZATrO - Managing Director,
Unione Italiana di Riassicurazione, Rome
BOB SLOAN - Executive Director, Commercial Union
DON KRAMER - President,
Kramer Capital Consultants Inc.

An opening address will be made by

JOHN REGAN JR - Chairman, Marsh & McLennan
Companies Inc.

For further details please contact: Sarah Smith

City Financial Conference Services Ltd
Orient House, 42/45 New Broad Street. London ECM IQY England

01-226 8652, 01-628 0898. Telex 8811725



Caterpillar policies,
programs put lid
on cost increases

By JOHN MAES

INDIANAPOLIS-Employer
involvement in health care cost

containment pays dividends, says
Ronald A. Hurst, manager of
health care planning for Caterpil-
tar Tractor Co.

A variety of policies and pro-
grams at the Peoria, Ill.-based
manufacturer have reduced the

rate of increase in health care ex-

penditures to 12% in 1979, improv-

ing a 21% average annual increase
from 1974 to 1978.

"In 1979, the first full year of all
our programs, our costs went up
12%, less than the rate of inflation
and less than one-half of the in-

crease over the previous five
years," he told a meeting of the In-
diana Voluntary Effort here.

Caterpillar found itself in the

same bind as many corporations
over the last several years: trying
to hold down skyrocketing costs of

employee health care brought on
by inflation, unionization and

technology, he said. But it's wrong
to play the "blame game" of hold-
ing labor or government responsi-
ble for correcting the problem.

"We've all contributed to the

problem," Mr. Hurst said. "There-
fore, all sides should contribute to
the solution."

Caterpillar's solution is to try to
influente health care costs in cities

where it operates plants, enhanc-
ing internal controls, he said.

Trustee education is important,
says Mr. Hurst. The firm trains ex-
ecutives to serve on hospital
boards and scrutinize spending.

Until recently, the appointment
of business executives to hospital
boards has been seen as little more

than a prestige or honorary mea-
sure, with the persons having little
influence on the actual running of
the institution. But Mr. Hurst said

Caterpillar hopes to use the posi-
tions as a cost-control measure.

"Before, they've been seen as
Christmas trees on hospital

boards," Mr. Hurst said. "They
look pretty but they can't do a darn
thing."

But under the program, Caterpil-

lar exposes executives to theories
and principles of hospital manage-
ment so they can be effective and
efficient administrators.

Caterpillar looks inward, too.
The firm, which extensively self-

insures and completely self-ad-

ministers employee health insur-
ance, has a computer-fed data sys-
tem to examine claims patterns
and hospital usage.

Collecting data is one of the most
important cost-control elements

because it's the best way to spot
problem cost-inflating trends, Mr.
Hurst says. The company also re-
views disability cases to see i f em-
ployees can return to lighter, less-
strenuous work. "Otherwise,
they'd remain disabled," he said.

In-house committees conduct

benefit reviews, which have al-
ready helped negotiate ho,rne
health care benefits with the

United Auto Workers, Caterpillar's
primary union, Mr. Hurst said.

The company, the UAW and a 10-
cal hospital got together to convert
an unused wing into an alcohol-
ism/drug abuse treatment and re-
habilitation ward, he said. Cater-
pillar also participates in a dental
peer review program to try to re-
duce dental care costs. The firm

expects to pay $20 million in den-
tal benefits for 690,000 employees.

Caterpillar also maintains an ac-

tive profile in community health

affairs. Mr. Hurst, for example, sits
on the board of directors of the

Central Illinois Health Systems
Agency. The company uses a local
Professional Standards Review

Organization and encourages
other companies to be cost con-
scious through participation in the
Peoria Chamber of Commerce.

The company also has fre-
quently let doctors tour its plant so
they can better understand indus-
trial injuries and workplace haz-
ards. •
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Motorola's review short-circuits costs
By LEN STRAZEWSKI

SCHAUMBURG, Ill.-Motorola
Inc. here wishes every city could
be like Phoenix, Ariz. That's where
the firm has had its best health
care cost-containment success.

Using its clout as one of a hand-
ful of dominant employers, Mo-
torola worked with the Mericopa
County medical association to es-
tablish a certified hopital admis-
sion system.

Employees wanting hospital
care for non-emergencies must be
certified by the program. No one is
denied admission for emergencies
and no one is denied hospital care
if they really want it. But the sys-
tem decides whether or not the

employer's insurance will pay.
"Phoenix was one of our prob-

lem areas eight years ago," said
benefit manager William Badgett
"Now costs are growing more
slowly there than in most of our
locations."

The Phoenix utilization program
is just one of several techniques
Motorola uses to contain the grow
ing costs of providing medical in
surance to employees.

By tapping local reviews, claims
audits and national plan design
changes, the large electronics
manufacturer has managed to
slow cost increases below the na
tional consensus o f 20%.

"There isn't a cost-containment

technique discussed in industry
that we don't have in place or at
least have tried," Mr. Badgett said

"I'm not sure exactly what is
working, but something must. Our
costs haven't grown as fast as ev
eryone else's."

Indeed, in the past nine years,
medical insurance premiums for
Motorola's 43,000 employees have
risen an average 14% a year, with
some of that increase accounted

for by additional benefits.
Costs in Phoenix, which were

rising rapidly eight years ago when
the medical association review be

gan, still grow, but at a rate less
than Motorola's national average.

"Our goal with the certified hos
pital admission program is to
make sure that people get in the
hospital when they need to, but
don't stay longer than medically
necessary," Mr. Badgett ex-
plained. "No one is ever denied ad
mission to the hospital, but our
medical plan doesn't pay for what
isn't approved."

Before admitting a Motorola
employee to the hospital for non-
ernergency care, the attending
physician submits a plan for treat
ment. If the plan can't be routinely
approved by a Mericopa County
medical association nurse, it is
passed to a professional review
committee.

The review committee, made up
of members of the Mericopa
County medical association, de-
cides ifthe case can be certified for

admission. Motorola pays for a vol-
untary second opinion before sur
gery and in some cases will pay for
a third opinion if the employee
agrees.

Cost of the program is minimal
compared with the results, Mo-
torola says. Average hospital stay
is declining and the total hospital
admissions are also dropping.

"We paid about $82,000 for the
program last year," Mr. Badgett
explained, "and our average hospi-
tal stay was 5.7 days per case,
about 1.1 days per case better than
other employers in the Phoenix
area.

"We estimate that alone saved us
$1 million," he said.

"It took some special care to
communicate the plan to area phy-
sicians," Mr. Badgett noted. "We

had to make it clear that we were

interested in the quality of care
and didn't want anybody to be de-
nied medical care.

"In general, we resolved most of
the problems, but let the medical
community itself run the pro-
gram."

Motorola couldn't duplicate the
success story elsewhere, however.
In other plant locations, the manu-
facturer lacked the local clout to

establish a foundation or prc fes-
sional standards review organiza-
tion to monitor admissions.

Even hospital discounts for Mo-
torola employees, another t: ctic
used by large firms to reduce Costs.
failed.

"We visited all the hospitals in
Chicago's Northwest suburbs, try-
ing to negotiate discounts fcr our

employees," Mr. Badgett ex-
plained. 'Even though we are a si:-
able employer, we aren't big
enough to get their attention.

"But if several employers came
in, they might listen."

To promote better bargaining
relations with the Midwest med i-

cal community, Motorola joinsd
the Midwest Business Group in
Health. a business organization
dedicated to resolving health cEre
problems, including the cost and
quality of care.

Members include Caterpillar
Tractor Co., Esmark, Inc., First Na-
tional BankofChicago, FMCCorp.
and other large Midwest employ-
ers.

Motorcla's benefit administrator

Donald Jennings is on the group s

board of directors.

"Most firms really di(in't care
enough about high benefit costs
unti recently. Once increases hit
20%, they started paying atten-
tior.," Mr. Jennings noted. (See
story on page 28.)

The group may be learning more
schemes from Mo:orola, which
ranks in the forefront of firms that

have redesigned medical plans
and its own claims administration.

Unlike com parnes offering
health insurance that pays all costs
from the first dollar, Motorola's

comprehensive plan forces em-
ployees to share costs. Employees
must pay 15% of health care costs

and the first $85 of any treatment.
This deductible and coinsurance

technique is probably the fastest
growing and simolest cost-control

WHEN YOU START PINCHING
PE NIES ON HEALTH
COVERAGE MAKE SURE YOU

ON TH RIGHT COSTS

t

method. The theory says employ-
ees will be more careful and less

likely to abuse benefits if they
must pay a portion.

"Wedo pay 1 00% of patient
diagnostics, ou-.patient testing,
preadmission testing and any am-
bubtory surgery," Mr. Jennings
added.

"Also, we'11 pay alk for a second
opinion before surgery. The idea is
that any treatment outside of a
hospital is cheaper than inside, be-
cause $200 to $300 a day in room-
ana-board charges add up."

Motorola also is doing its best to
prcmote the use of health mainte-
nance organizations by employ-
ees.

The prepaid health plans cover
all medical treatment for a pay-
ment that is usually somewhat

F



higher than an :ndividual health
insurance plan.

But the prepaid plan offers full
care, including checkups, flu shots
and other maintenance treatments

that should encourage health.
HMOs are usually offered in con-
nection with a hospital or, a prac-
tice association of doctors.

More than 5,600 Motorola em-
ployees are enrolled in 15 HMOs
across the country, and about 15%
of Chicago employees are enrolled
in the Anchor or Intergroup HMOs
here.

"We think in the long run, HMOs
will contribute to cost-contain-

ment, but we aren't seeing a Iot of
positive results just yet," Mr.
Badgett said. "The Intergroup
charge for a single plan rose 20%
last year-more than the rate of in-
crease we see for traditional plans.
And they already cost more."

What Motorola can't control with

deductibles, health alternatives

and employee health education, it
tries to control with benefit plan
design.

The firm began self-insuring its
health plan in 1978, and added den-
tal coverage and a prescription
drug plan in the next two years.

By self-insuring, the firm holds
the reins on its own cash, keeping
it free for corporate investment.

"But self-insuring by itself isn't
enough," Mr. Jennings noted.
"Most firms can do most of what

we do with self-insurance by a
cost-plus plan with their insurers
or an administrative services con-
tract.

"The real savings come when
you pay your own claims and cut
down on overhead."

Motorola self-administers health
insurance claims for most cov-

erages.

For dental claims, the firm uses
Washington National Life under
an administrative services only
contract. .

The cost of health care coverage is actually
two costs. The retention costs (which cover
everything from administrative costs to re-
serves). And the cost of benefits. All too often,
only retention costs get much attention.

THE EXPENSIVE ASSUMPTION.
Some buyers make the assumption that the

cost of benefits will always be the same. After
all, the same people will get sick and incur the
same costs, no matter who the carrier is. So how
can there be a difference?

The fact is, there can be a big difference.

.-.':
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Donald Jennings (left} and William Badgett are happy with the results of the utilization review.

Retention costs are gener-
ally only 5 to 10% of the total i,9\
health care coverage bill. If a
carrier simply assumes risk
and pays bills, there's no r..-n -...-.-..-

control over the really big part
of your cost. The benefit costs. 90 to 95%OF YOUR

Which is why Blue Cross HEALTHCARE DOLLAR
and Blue Shield Plans are so USUAUYGOESTO

BENEFITCOSTS.ANDcommitted to containing bene- THATYWHEREWECAN
fit costs. In fact, Blue Cross MAKE THE BIGGEST

and Blue Shield Plans are the DIRRENCE.

only ones whose scope and method of operations
are broad enough to deal with the problem
effectively.

ITY ALREADY WORKING.
Blue Cross and Blue Shield Plans often

have special arrangements with hospitals and
physicians supporting a wide range of cost
containment initiatives. This means value added
and lower benefit costs to enrolled groups.

In fact, over the past decade, programs like
out-patient diagnostic and same-day surgery
have helped cut the average hospital stay of
our subscribers by one full day. And saved
$1,250,000,000 last year alone.

So before you make a dedsion about your
group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.
Otherwise, trying to save a little money could
end up being very expensive.

Wlite fortheftee booklet: "The MostE#ective
Health Care Protection For Your Employees:' Blue
Goss and Blue Shield Associations, Box 8008,
Chicago, IL 60680.

Blue Cross®VAI  Blue Shield ®,
HELPING CONTROLALLYOUR COSTS.
1 Registered Se,vice Marks Ol Irle Blue Cross Association
*Registereo Service Marks 01 the Rue SM,el Assoc"tien

Want to join
a local PSRO?

Are you interested in contract-
ing with a professional standards
review organization?

Peer Review Network Inc. is a

Washington, D.C.-based agency
that may be able to help you start
the ball rolling.

The agency is a clearinghouse
for information on how employers
can either start a PSRO in theg
area or join an existing profes-
sional review group.

"We get a lot of people calling
and asking for advice," said Boyd
Thompson: director of the sister
American Assn. of PSROs, which
oversees operations of Peer Re-
view Network.

Most callers inquire about the
concept and wonder if any PSROs
are operating in their vicinity.
Many also ask for sample con-
tracts.

Peer Review sends out sample
contracts and helps interested em-
ployers contact PSROs in their
area, Mr. Thompson adds.

Employers should become fa-
miliar with the services a PSRO
provides before signing a contract.

Employers interested in finding
out about PSROs can contact Peer

Review Network Inc., 11325 Seven
Locks Road, Suite 214, Potomac,
Md.- 20854.

1//edo not :,311 1115 watice Of f eceive

commission: The obiectivity expe-
i :enceand I ounsel ot R J Burns &

Associates Inc are. always In your

lesson we enjoy a record of manv

sa:ished cl.Ents and the respect 04

major Insurance carriers and provid

R#ite w F,4000 fo, 0ochwe 332

North Michician Averilic Chicago
Illinois 60601 312 368-1997

Get seasoned

impartial counsel
on personnel

'performance
packages"

R. J. Burns &

Associates, Inc.
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LTD
PLAN ADMINISTRATION

• REDUCE ADMINISTRATIVE EXPENSES
• IMPROVE PLAN MANAGEMENT

• ASSURE PROPER COST CONTROL

FOR INFORMATION, WRITE OR CALL:
RICHARD A. LEWIS, V.P.
THOMAS L. JACOBS & ASSOCIATES, INC.
222 W. ADAMS

CHICAGO, ILL. 60606
312-346-0155

LONG & SHORT TERM PLANS • DISABILITY PENSION • DISABILITY WAIVER

Most people budget
for day to day expenses,
but when unexpected costs spring up
they can disrupt even the best savings plan.
That's what makes dental coverage so
valuable in today's insurance marketplace.

Crown Life is one of the most flexible and

innovative carriers of Group Dental Insurance
in the business, with sound plan design and
competitive rates.

Crown's approach organizes dental services
into a series of levels. In this way, the Dental
Plan can be constructed to best meet your
clients' needs and financial resources. Larger
groups can begin their plan with Preventive
Services such as examinations and X-rays
plus Minor Restorative Services like fillings
and extractions. Many firms will also want to
include Major Restorative Services such as
crowns, bridges and dentures and then
complete their coverage with Orthodontics for
children.

New Borden plan
stresses sharing
of health costs

By STUART EMMRICH

COLUMBUS, OHIO "The
fringe binge is over," says Dennis
Kairis, employee benefit manager
at Borden Inc.

The spiraling cost of health care,
continued high inflation and the
boom in employee benefits over
the last 20 years have all started to
make employers take a hard look

at where their dollars are going,
Mr. Kairis explains.

"In health care alone, costs have
gone up 12%, 14% a year," Mr.

Firms with 10 to 49

employees can include one
of several available Dental Plans

along with any Health Plan other than Weekly
Income in the Crown Employee Benefit
Packages.

Crown Life's wide variety of Dental Plans can
enable you to meet the demands of today's
market. To get the total picture of what Crown
has to offer send in the attached coupon or
call your local Crown Life General Agency or
Group Office.

Complete and mail this coupon today!

: Crown Life Insurance Co., Group Marketing Dept., :
i 120 Bloor St. East, Toronto, Ontario, Canada M4W 1 88 i
; Name

: Company

· Address

: City State 7ip
812/15/80 5

......................./........../..........

*CROWN
 LIFE INSURANCE COMPANY 

HOME OFFICE, 1[)RONT[), CANADA

Kairis said. "Business has taken a

little time to react to this, but they
are reacting now."

Starting Jan. 1, Borden will re-
vamp its employee benefit pack-
age for its 15,000 non-union em-
ployees, to try to be more cost ef-
fective.

Borden's own rising costs fuel
the need for benefit plan changes.
In the last nine years, health bills at

Borden have increased 340%, to
$43 million from $9.8 million 10
years ago. Annual claims have
risen to 100,000 from 30,000 a dec-
ade ago. At the same time, the
number of employees has stayed
about the same.

Health care cost sharing is es-
sential to the restructuring, says
Mr. Kairis. Employees also are get-
ting a new stock bonus plan but
losing some accidental death bene-
fits.

In changing the self-insured ma-
jor medical program for Borden's
15,000 non-union employees, the
company raised the deductible to

'The fringe binge
is over,' says
Dennis Kairis.

$150 from $100 for a single em-
ployee and to $450 from $300 for a
family. The firm also increased
limits on coverage to $500,000 from
$100,000 and capped the max-
imum amount the employee
would have to pay for health costs
at $5,000 per year.

Increasing the limits was a re-
sponse to inflation, but raising the
deductible is the usual first step
for an employer who wants to con-
trol health care costs.

"It will end up saving the com-
pany money over the long term,
even with the increased limits, be-
cause it will require people to pay
more out of pocket for incidental
expenses," Mr. Kairis notes. For
the first few years, it's a trade-off.

The company is also beefing up
its employee health care education
program with classes on exercise,
proper diet and stopping smoking.
Borden also encourages employ-
ees to take advantage of pre- and
post-admission testing for hospital
stays, getting tests done outside
the hospital in order to reduce
medical bills.

Borden's most radical change
was its life insurance package un-
derwritten by Metropolitan Life.
The new plan eliminates employ-
er-paid double indemnity for acci-
dental death, but lets employees

E
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purchase higher limits as multi-

ples of earnings.
"Under our old life insurance

plan, we paid a set amount for
death and a matching amount for
accidental death. We sat down and

said'Why? Why should we pay ac-
cident insurance?' It was not sensi-

ble, so we removed it," Mr. Kairis
said.

Employees can now buy acci-
dental death coverage of up to 10
times earnings by paying monthly
5 cents per $1,000 of coverage.

Borden also changed its stan-

dard life insurance program that
allowed limits of two or three

times earnings, depending on the
salary level of employees. Each
employee paid 35 cents per month
per $1,000 of coverage.

Now employees who pay 35
cents per $1,000 for the initial life
insurance benefit equal to salary
get an additional multiple free

from the company. So the plan
now costs the employee 17.5 cents
per $1,000 for twice his or her sal-
ary. Additional multiples can be
purchased by employees.

As the employee gets older, he or
she has to pay more for life insur-

ance coverage, thereby giving him
or her an incentive to drop the
multiple of earnings supplements,
further reducing the employer's
costs.

"In funding group benefits, the
company's expense is the insur-
ance premium, which is the cost of
claims and administrative ex-

penses," Mr. Kairis said. The com-
pany has an incentive to try to
keep its annual claims down. That
includes trying to reduce life in-
surance payments.

"It is not bad for them. Life in-

surance is mostly designed for the
younger employee, who if he dies,
still has a family to support and ob-
ligations to pay. Older employees
don't really need the higher
amounts of coverage," he said.

As a sweetener to the benefit

Alcohol treatment

must pay its way
LONG GROVE, Ill.--

Corporate alcohol treat-
ment programs must pay
for themselves, says the
medical director of Kemper
Group.

Early indications show
successful alcoholism treat-

ment programs lower health
care costs over the long run,
but more detailed study of
the programs' cost-benefit
ratio is needed, Dr. Gary
Graham told the National
Conference on Health In-

surance recently.
Benefit managers can

take note of his recommen-

dations in setting up alco-
holism treatment programs:

. Determine the effect of

alcoholism treatment pro-
grams on overall health in-
surance costs. Companies
with coverage for alcohol-
ism treatment are often

charged a higher premium,
but a number of small-scale

studies indicate persons
treated for alcoholism have

fewer subsequent health
care costs.

. Establish standards for

treatment programs. Outpa-
tient treatment can be as ef-

fective as hospitalization,
but at less cost and with less

disruption to employees at
home and work. Standards
need to be set for cost-effec-
tive treatment.

package, the company has added a
stock transfer plan. Employees get
shares of Borden stock based on

the company's growth.
Mr. Kairis estimates each em-

ployee probably will receive an av-

erage of $1,500 in stock over the
next four or five years.

Employee reaction to the change
in benefits has been favorable.

They might not be too excited
about losing accidental death in-
surance paid by the company, but
they are pleased with the stock

plan, Mr. Kairis said.
"They might not like everything

we are doing, especially raising the
deductible for health insurance,

but they understand why we are
doing it.

"The net effect is that it is going
to cost the company some money,
but on a long-term basis, we have a
reduced liability in life insurance

and an increased sharing in health
care costs. We are pretty happy
with that," Mr. Kairis said. .
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Thanks to Gallaghefs Self Insumnce Program,
National Can has returned

930(M)00 to working capital.

Andthath mily the beginning!
In seven years, the sales of National
Can Corporation more than doubled.
Yet the Corporation's incidence of work-
er injury actually decreased 54%. The
result: National Can was able to return

over $5.3 million from a self insurance
accrual to operating capital, through
cash flow savings.

That's significant, of course. But any
well-designed self insurance program
should help cash flow. The extra payout
for National Can is the Corporation's
ability to control loss-producing situa-
tions, often before they occur.

Working as a team, National Can and
Arthur J. Gallagher & Co. designed,
implemented and serviced a self insur-
ance program with emphasis on safety.

Gallagher's Certified Safety Profession-
als recommended accountability for all
Company divisions. And the savings here
far exceed those of a typical cash flow
plan. One example: under the Gallagher
plan, workdays lost due to injury were cut
in half-a boon to productivity.

Extraordinary results for major com-
panies such as National Can explain
why Arthur J. Gallagher & Co. is the fast-
est growing top ten broker in the country
-over 32% compounded annually for
the last ten years.

Gallagher knows that self insurance is
one way any company-your company
-can still control insurance costs. We

did it for National Can. We'll do it for you.

ARTHUR J.
GALLAGHER

& CO.
Gould Center, Golf Road

Rolling Meadows, Illinois 60008
312/640-8500

®

International Brokers Providing
Insurance Services for Commercial,
Industrial, Institutional and Self
Insured Clients
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Cost cutting needs full support from staff
By DAVID SPERLING

Benefit consultants are eager to
mix remedies for rising health care
costs, but firms and employees
must be willing to swallow cost-
containment programs, they say.

Consultants agree there is no in-
stant cure for skyrocketing medi-
cal costs, but significant savings
can be won.

An effective cost-containment

strategy may include a staggering
array of programs and services,
from claims audits to fitness ex-
ams and HMOs.

But the real key to containing
costs, benefit consultants say, is
employer commitment and em-
ployee awareness.

"Without management commit-
ment, it just isn't going to work,"
said Chuck Simons, vp of Alexan-
der & Alexander's National Hu-

man Resources Division. Employ-
ers must continually reassess their
plan design and make sure bene-
fits are being fully utilized, he
notes.

Both employers and employees
must take an active role in health

care decisions, he stressed. "The
biggest problem to overcome is
the tendency to think that these
are insurance company dollars,
not my dollars," he said.

Benefit consultants say they
can best reduce health care costs

through plan design and adminis-
tration.

Most employers look to consul-
tants to provide an analysis oftheir
existing policy.

"The smaller client's attitude is

'Get us a better deal,' " said Wil-

liam Roark, senior vp at Corroon &
Black Benefits Inc. "But the larger
clients realize that finding another
carrier is not the answer."

Benefit consultants strongly rec-
ommend programs designed to re-

duce or eliminate hospital stays,
the key factor in rapidly escalating
medical costs. Most consultants

recommend preadmission testing
and second opinions on surgery.

Corroon & Black strongly en-
courages its clients to offer outpa-
tient services such as convalescent

care and surgi-centers to their em-
ployees. For added incentive, the

firm suggests amending policies to
waive deductibles for patients us-
ing those facilities.

Encouraging employees to use

outpatient facilities is a "matter of
education," says Earl Palay, presi
dent of Martin E. Segal. "The ob-
ject is to keep people from staying
in hospitals unnecessarily."

Mr. Palay says employers are
more interested in health care edu-

cation for employees, including
programs on smoking, diet and
physical fitness.

"Maybe five years ago, people
laughed at you for such an idea,"
he says.

"But today physical fitness is
widely recognized as a long-term
investment in employees' health
and productivity."

Employers can pick from a shop-
ping list of cost-containment ad-

ministrative services. Strategy
aims at eliminating coverage gaps
and overlaps. Administrative ae-
tion includes careful screening o f

all claims, checking eligibility re-
quirements, reviewing for excess
charges, coordinating benefits and
programs and encouraging em-
ployers to review fee schedules
with doctors.

William M. Mercer, for example,
reports its fastest-growing service
is claims auditing. Depending on
the number of claims, the firm se-
lects a random sample of at least
10%, which it carefully audits. Il
necessary, the sample is enlarged
to include 100% of the claims file.

Consultants are also actively
promoting health maintenance or-
ganizations as care alternatives to
employers.

HMOs, which provide health
care on a contractual basis, are
touted as the best way to introduce
competition to the health care
rnarketplace.

But the HMOs can only be part
of a comprehensive cost-contain-
ment strategy.

Frank B. Hall's national benefit

services division, for example, rec-
ommends an overall plan.

"Our major role in 1981 will con-
tinue to be education," vp Ken
Drummer explained. Employers
have to learn that cost-contain-

ment effectiveness can vary from
industry to industry.

Firms should participate in
health care coalitions

to curb hospital costs,
says David Hewitt.

"It's not true tha. documen-ed

savings in one area can necessarily
be duplicated in ano:her. What
works for a retail sales firm may

not work for a heavy manufac-
turer," he said.

Benefit consultants a.so repor.
large employers are selS:nsuring
benefits more. Cornor_ & Black's

Mr. Roark says his firm has in-

creased its staff ' dramahcally" to

cope with demands for self-insur-
ance administration.

In the past three months alone,
he nctes, Corroon & Black has re-
ceived ''several hundred in-

quiries" from large and mid-size
firms about self-insurance.

The advantages of self-insur-
ance, he said, are )bvious: savings
on premium tax, avc.dance of high

interest rates, cash-flow savings
and reduced administrative costs

with a good party administrator.
The growth of self-nsured plans

is likely to increase employer pres-
sure on health can providers,
most firms hope. Dave Hewitt,
partner of Hay/Huggins, encour-
ages his clients to participate in
health care coalitions in an effort

to curb hospital costs. Coalitions
are active in about 15 states.

But foremost, consultants agree,
is:hat employers cannot afford to
be passive participar.ts in the in-
surance process.

If they want to contain costs,
they must take an active role in
developing and communicating
their own health care policies, ex-
perts say. .



Here's where to find help on benefits
A Human Resource Alexande- & Alexander Inc.,

Management Group (HRM)

Aldrich & Cox Inc.

274 Delaware Ave., Buffalo, N.Y.
14202; 716-856-2991.

Total professional staff: 8.
Total employees: 12.
No. of clients: 45.

Compensation: By hc,ur, proj-
ect.

Range of charges: $45 to $75.
Industry specialization: Group

life, health and disability.

Areas of expertise: Group life,
health and disability.

Principal officers: Herbert Cox,
president.

1211 Ave. of the Americas, New
York, N.Y. 10036; 212-840-8500.

Parent company: Alexander &
Alexander Services Inc.

Total professional staff: 300
plus.

Total employees: 600 plus.
Branch offices: 64.

No. of clients: 5,000 plus.
No. of clients in Fortune 1,000:

174.

Compensation: By hour, proj-
ect

Range of charges: $20 to $140.
1980 gross revenues: $50 million

plus.
Areas of expertise: Actuarial

Source of information
Information in this special listing of employee benefit consul-

tants was compiled by the editors of Business Insurance based on
information supplied by the consultants.

The profiles include consultant revenues, professional staff. par-
ent firm. branch offices, principal officers and a range of fees for
consulting services.

and benefit consulting, communi-
cation and administration ser-
vices, management and compen-
sation consulting.

Principal officers: Joseph ·J.
Stahl II, senior vp and HRM direc-
tor; Joseph R. Zatto, vp, National
HRM director and chief actuary;
Joseph Wilkinson, vp; Pemberton
F. Minster, vp. and Charles W.
Simons, vp and National

HRM manager.

All Risks Ltd.

294 Broad St., Red Bank, N.J.
07701; 201-741-3450.

Total professional staff: 3.
Total employees: 2 plus special

assistants when needed.

No. of clients: 20.

1917-Armco introduces first employee group insurance

You'll find eighty years of innovative history
in our new name...we're the

Armco Insurance Group
A new name in the insurance indus-

try, but a name famous for eighty
years of innovative solutions to
people's needs.

In 1917, for example, Armco
introduced the steel industry's first
group life insurance for its
employees, a pioneering step in
the development of modern
employee benefits.

Today, Armco is still just as com-
mitted to finding innovative solu-
tions. The Armco Insurance Group
is one of them. You may have
known us before as Bellefonte

Re Insurance, Compagnie Euro-
penne de Raassurances, or per-
haps Armco Underwriters Agency.
We still are. But now these and

other Armco-owned companies
serving the property and casualty
insurance, reinsurance and risk
management markets together form
the new Armco Insurance Group.

There's more to the Armco story.
Find out by contacting any one of
the Armco insurance companies,
or write: Scott R. Crawford, Armco
Insurance Group, Dept. 240,
703 Curtis Street, Middletown,
Ohio 45043.

1 , ARMCO
ARMCO

V INSURANCE
GROUP

Compensation: By hour, proj-
ect.

Range of charges: $50 to $75.
1980 gross revenues: Under

$250,000.
Areas of expertise: Specifica-

tions for benefits program quota-
tion review (25 to 250), wrap-
around Blue Cross or other basic

hospital programs.
Principal officers: Hubert M.

Farrow Jr., owner.

American Benefit

Consultants Inc.

655 University Ave., Suite 208,
Sacramento, Calif. 95825; 916-924-
3800.

Total professional staff: 10.

Total employees: 23.
Branch offices: Los Angeles.

San Francisco, San Jose.
No. of clients: 385.

Compensation: By hour, proj-
ect.

Range of charges: $20 to $80.
Areas of expertise: Consulting.

actuarial and administrative ser-

vices for employee benefit pro-
granns.

Principal officers: Douglas B.
Quayle, president; Michael S. Raf-
ferty, vp-corporate contact.

American Health

Management and Consulting
Corp. (AHMAC)

85 Old Eagle School Road., Straf-
ford, Pa. 19087; 215-293-9367.

Parent company: NIA.
Total professional staff: 40.
Total employees: 110.
Branch offices: Minneapolis,

Minnesota.

No. of clients: 85.

No. of clients in Fortune 1,000:
25.

Compensation: By the hour,
project.

Range of charges: $10 to $90.
1980 gross revenues: $1,600,000.
Industry specialization: For-

tune 500.

Areas of expertise: Medical and
dental care cost containment,
HMO development, health educa-
tion.

Principal officers: Dale L. Tho-
mas, president; David A. Jensen,
seniorvp; John R. Amsterdam, vp;
David R. Vaughn, vp.

B

The Beaven Cos.

55 E. Jackson Blvd., Suite 1000,
Chicago, Ill. 60604; 312-987-9600.

Total professional stafT: 25.
Total employees: 110.
Branch offices: Los Angeles.
No. of clients: 750.

Compensation: By hour, proj-
ect.

Range of charges: $20 to $100.
1980 gross revenues: $4,000,000.
Areas of expertise: Pension/

profit sharing plans,

Continued on nezt page

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves • major case •
audit/review • program analysis
• contract adjusting analysis •
• self-insured • aggregate cov-
ers • experienced in Fortune 500
claim programs

John J. O'Connor

B.A., L.L.B., 1.1.A.
Consultant

11 Patrick Lane

Wilton, Connecticut 06897
Phone: (203) 762-9564

J
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Attention! Consultants • Administrators • Agents • Brokers
Our eleventh year of experience in

SOP LOS PROTECTION FOR SELF
INSURED HEAUH

(ARE PLANS

M Imjete Lit
 The Lafayette Life Insurance Co.

A Mutual Company

Name

Aggregate and specific
excess coverage for

qualified groups with as
few as 150 employees.

Write or call for

your copy of our brochure.

Tommy Anderson, CLU
Group Vice President

The Lafayette Life Insurance Co.
P.O. Box 7007-C

Lafayette, IN 47903

Dear Tommy: Please mail me complete details about
Stop Loss Protection.

r.nmpany

Aarige

City

St#. 7in

Title

Phnne

Where is Greenwood, Indiana?
The /eading Benefit Consultants and Administrators know!

1

I Stop Loss for Partially Self Funded Groups
Down to 10 Lives

• Stop Loss for Self Insured Benefit Plans
Aggregate
Specific

Catastrophic Coverages

I Mangement Services for Self
Funded Benefit Plans

I Stop Loss for Self Funded LTD

IEGO Coverages for
Claims Administrators

Data Processors

Attorneys

Actuaries & Pension Consultants

• Ransom and Kidnap Coverage

• Professional Athletes' Coverage

• Blanket Bonds for Banks and Other

Financial Institutions

• Group Life 6 ADGD
I Lump Sum Disability

BROUGHER AGENCY, INC.
Lloyd's, London Correspondents

10 Downing Street
P.O. Box 485

Greenwood, Indiana 46142

(317) 888-3531 / TWX 8102602230

Consultants
Continued from previous page
post-retirement welfare programs
and deferred compensation
plans.

Principal officers: Raymond G.
Ankner, president; Melvin B.
Dunn, vp-actuary; Richard Eagan,
vp-chief financial officer; Steve
Hirsch, vp-general counsel and
secretary; Robert Shinn, vp-mar-
keting; Steve Silverman, vp-opera-
tions.

Benefacts Inc.

300 E. Joppa Road, Baltimore,
Md. 21204; 301-296-5500.

Parent company: Alexander &
Alexander Inc.

Total professional staff: 75.
Total employees: 204.
Branch offices: New York, At-

lanta, Chicago, Dallas, Minneap-
olis, Los Angeles.

No. of clients: 600 plus.
No. of clients in Fortune 1,000:

174.

Compensation: By hour, proj-
ect.

Range of charges: $20 to $120.
1980 gross revenues: $9,500,000

(est.).

Areas of expertise: Employee
benefit communication, pre-retire-

men: planning, clear English writ-
1ng.

Principal officers: George L.
Glotzbach, vice chairman and

CEO; Dino A. Talamona, senior vp
and director of operations; David
A. MeGovern Jr., senior vp and
director of national sales; Robert
E. Eilertson, senior vp and director
of national accounts; Robert R.
Baker Jr., senior vp and director o f
corporate management and devel-

opment.

Blomquist Batte and
Campbell Inc.

690 E. North Ave., Carol Stream,
Ill. 60187; 312-653-6120.

Total professional staff: 10.

Total employees: 140.
No. of clients: 85.

Minimum size ofclient: 500 cov-

ered employees.
No. of clients in Fortune 1,000:

62.

Compensation: By the hour,
project.

Range of charges: $7 to $100.
Areas ofr expertise: Improved

funding, improved administra-
tion, cost containment.

Principal officers: William B.
Batte, president; Lawrence Frank,
executive vp; Clifford Bartolain,
director of actuarial/underwriting
services; Thomas Marshall, direc-
tor of professional services; Ray-
mond Shaheen, corporate secre-
tary.

Booke & Co.

710 Coliseum Dr., Winston-Salem,
N.C. 27106; P.O. Box 66, Winston-
Salem, N.C. 27102; 919-748-1120.

Total professional staff: 60.
Total employees: 190.
Branch offices: Birmingham,

Ala., Charlotte, N.C.
No. of clients: 1,026.

No. of clients in Fortune 1,000:
24.

Compensation: By hour, proj-
ect.

Range of charges: $20 to $100.
1980 gross revenues: $6,600,000.

Areas of expertise: Defined
benefit consulting and administra-
tion, defined contribution consult-
ing and administration, employee
benefits Communications.

Principal officers: Charles M.
Beardsley, chairman; Sam L.
Booke Jr., president; Donald C. In-
gram, executive vp; Robert M.
Carlisle, Jr., senior vp- and chief
consultant; Carlton Harker, senior
vp and chief actuary

Buck Consultants Inc.

2 Pennsylvania Plaza, New York,
N.Y. 10001; 212-279-4400.

Parent company: George B.
Buck Consulting Actuaries Inc.
and Buck Pension Fund Services
Inc.

sawmills,

woodworking
operations

a problem?
on woodworking operations

including automated sawmills

WA re insurance speciallsts in the
forest products Industry, and

can provide you with property
coverages at possible savings

up to 50% over your present
costs We can also provide you
with contractor s equipment

coverage and general liability

(including products) insurance

1 11
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Total professional staff: 200.
Total employees: 600.
Branch offices: Atlanta, Chi-

cago, Dallas, Pittsburgh, San Fran-
cisco, Washington, D.C., and To-
ronto.

No. of clients: 650.

No. of clients in Fortune 500: 70.
Compensation: By hour, proj-

ect.

Industry specialization: Large
corporations, financial institu-
tions, utilities and governmental
clients.

Areas of expertise: Actuarial
valuations including negotiations
and mergers and acquisitions/
group consulting (health and wel-
fare), financial consulting/fore-
casting, planning and asset/liabil-
ity management

Principal officers: George B.
Swick, chairman; Fredrick A.
Yonkman, president; Douglas C.
Borton, sr. vp and chief actuary;
Hugh Gillespie, sr. vp and consult-
ing actuary; George T. Favetta, vp
and secretary.

Bushnell, Ducham & Co.

359 Dorset St., South Burlington,
Vt. 05401; 802-862-3880.

Total professional staff: 3.
Total employees: 7.
Branch offices: St. Albans, Vt.
No. of clients: 100.

Compensation: By hour, prcij-
ect.

Range of charges: $16 to $65.
1980 gross revenues: $180,000.
Areas of expertise: Total plan

design and administration, self-in-
surance of employee benefits and
employee communications.

Principal officers: James E.
Bushnell, partner; David A. Du-
cham, partner.

C

Corporate Policyholders
Counsel Inc.

20 N. Wacker Drive, Chicago, Ill.
60606; 312-372-8225.

Total professional staff: 10.
Total employees: 13.
No. of clients: 175.

Compensation: $50 to $100.
Range of charges: By hour.
Areas of expertise: Financial

analysis, funding alternatives and
benefit levels.

Principal officers: William R.
Rich, chairman; Ronald E. Seaver.
vp/treasurer; Lawrence B. Mulva-
ney, president; William Lein-
heiser, vp/secretary.

Corroon & Black

Benefits Inc.

301 Plus Park Blvd., P.O. Box
1280, Nashville, Tenn. 37202; 615-
367-9707.

Parent company: Corroon &
Black.

Branch offices: 32 throughout
the U.S., one in London.

Compensation: By hour, proj-
ect.

Range of charges: Varies.

1980 gross revenues: $20 million
(est.).

Areasofexpertise: AD&D, actu-
arial services, general employee
benefits, group life & health, pen-
sions, profit-sharing, cash flow.

Principal officers: Donald R.

King, president.

E F
Fitness Monitoring Inc.

P.O. Box 389, Fontana, Wis. 53125;
414-248-8099.

9

Total professional staff: 8.
Total employees: 15.
Branch offices: Annapolis, Md.
No. of clients: 15.

No. of clients in Fortune 1,000:
2.

Compensation: By project.
Range of charges: $40.
Areas of expertise: In-house

health and fitness examinations,
preventive medicine programs

and fitness program and facility
design.

Principal officers: William
Turner, president; Barbara
Turner, vp; Carl Farnham, director
of operations; LaVon Johnson,

technical director; Larry Gibbons,
chief medical consultant.

Frank B. Hall Consulting Co.

261 Madison Ave., New York, N.Y.
10016; 212-682-7200.

Continued on nert page

CAPTIVE INSURANCE

The captive insurance company is a mysterious concept. Landmark is ac-
lively involved, through offices in Bermuda, the Bahamas and the Cayman
Islands, in the management of offshore insurance subsidiaries for major
corporation/association clients. Our onshore offices provide captive
feasibility analyses for you or your insured. May we tell you more?

MR. WILLIAM E. THOMPSON, PRESIDENT
THE LANDMARK INSURANCE GROUP, INC.

POST OFFICE BOX 676, OKLAHOMA CITY, OK. 73101 TELEPHONE 405/521-9911 TELEX 74-7191

THE WORLD OF THE LIZV(19 UNDMARK GROUP

Self-insurance is like money in the bank.
It can be made to pay handsome dividends. And may not
require as big a deposit as you now pay.

Ebasco Risk Management Consultants can tell you
whether or not self-insurance will work for you, and whether
or not you can afford it. In the past 60 years our organiza-
tion has been called upon by literally thousands of industrial
and commercial firms and municipalities to determine
whether this way of saving money was for them. Sometimes
we had to say "No"-but not often. Time was when it was
generally presumed that a self-insurance program should
encompass all of a company's risks, that only "the giants"
could lay aside enough money. Over the years Ebasco
specialists have worked out many variations of that theme

to make self-insurance pay dividends to smaller firms.
Risk separations. Deductibles. Reinsurance. Loss pre-

vention. Claims control. Supervision of reserves. These
and other devices are applied by our experts in structur-
ing self-insurance programs which save money for clients
of diverse sizes engaged in widely-divergent activities.
Perhaps they can work for you.

The first step is to learn whether self-insurance has
a place in your company's financial future. An initial,
no-charge consultation with one of our representatives
may start you on the way to the bank. To arrange an
appointment at your·convenience, call us, Or write for
our free brochure.

EBATO
EBASCO RISK MANAGEMENT CONSULTANTS, INC.

A Subsidiary of EBASCO SERVICES INCORPORATED

New York: Two World Trade Center. New York.NY 10048. Tel: (212) 839-1334. Atlanta: 145 Technology Park, Atlanta/Norcross, GA 30092. Tel: (404) 449-5800.
Chicago: 150 North Wacker Drive. Chicago. IL 60606. Tel. (312) 346-3438. Newport Beach. Gateway Plaza. 130 Newport Center Drive, Newport Beach, CA 92660.

Tel: (714) 759-7,100. Bermu(la: Airlie House. P.O Box 1617. Hamilton 5-24. Bermuda. Tel (809) 292-0124.
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Consultants
Continued from previous page

Parent company: Frank B. Hall
& Co. Inc.

Total professional staff: 375.
Total employees: 620.
Branch offices: 37 domestic, 6 in

the U.K.

No. of clients: 3,500.
No. of clients in Fortune 1,000:

250.

Compensation: By hour, proj-
ect.

Range of charges: $35 to $175.
1980 gross revenues: $36 mil-

lion.

Areas of expertise: Group and
pension consulting, executive

®3 BENEFIT PLANS, INC.
EXECUTIVE & EMPLOYEE

Self-Funded Employee Benefit Specialists Since 1959
·ON LINE CLAIMS ADMINISTRATION · EXCESS REINSURANCE

·COMPLETE ADMINISTRATIVE SERVICES ·LIFE, LT.D, DENTAL MEDICAL

Contact: C. Jeffrey Wintersteller
Vice President - Sales

2025 Riverside Drive, Columbus, Ohio 43221
(614) 481-8393

AT[ANTA·BOSTON·CHARLOITE·CINCINNATI·CLEVELAND·COLUMBUS·HOUSTON·MLAMI·ORLANDO

compensation and payroll deduct
life insurance programs and spe-
cial risk coverages.

Principal officers: Peter T.
Pruitt, chairman; Robert M.
Adams, president.

Hay/Huggins

H -1

229 S. 18th St., Philadelphia, Pa.
19103; 215-875-2300.

Parent company: Hay Associ-
ates.

Total professional staff: 48.
Total employees: 108.
Branch offices: Atlan:a, Dallas,

San Francisco, Bostcn, Pi:ts-
burgh, Chicago, Washington, D.C.

No. of clients: 400.

Compensation: By hour, proj-
ect.

Range of charges: $35 to $100.

The Hartford has
agroup health plan
that keeps cash flow
health too.

1980 gross revenues: $5,000,000.
Areas of expertise: Actuarial

and employee benefit consulting,

investment services, communica-
tions.

Principal officers: RH. Smith,
partner; L.D. McInally, partner; R.
Ochsner, partner; J. Shea, director
of benefits services (San Fran-
cisco); F. Schick, director of bene-

fits services (Chicago).

Hazlehurst & Assoc. Inc.

600 Gas Light Tower, 235 Peach-
tree Street, Atlanta, Ga. 30303;
404-688-0602.

Total professional staff: 25.
Branch offices: 35.

Branch offices: Atlanta and
Seattle.

No. of clients: 200.

Minimum size ofclient: Prefera-

bly 500 or more employees.
No. of clients in Fortune 1,000:

53.

The Hartford's Minimum Premium Plan for group health
benefits also has immediate benefits for employers. With MPR
you may save on premium taxes, enjoy increased earnings on
reserves, and utilize flexible funding of claims. And because
the plan features insurance that takes over at 100% or more
of projected claims, employers can receive these benefits
with no additional risk.

If you're ready to take an additional step towards full
self-funding, The Hartford offers
Administrative Services Only,
Individual Stop Loss, and Excess
Risk Insurance. BUSINESS

For more information, contact HOME
your agent or broker or Foster R. AUTO

LIFEDrury, Assistant Vice President
and Director of Group Sales, The
Hartford, Hartford Plaza, Hartford , THE HARTFORD
CT 06115. (203) 547-2599. Let us protect your world.

Compensation: By hour.
Range of charges: $25 to $130.
Industry specialization: Me-

dium to large corporate clients.
Areas of expertise: Actuarial, in-

vestment and employee benefits
consulting.

Principal officers: James G.
Pope, president; R. David Parsons,
principal actuary; David M. Glad-
stone, consulting actuary.

Herget & Co. Inc.

204 E. Lombard St., Baltimore,
Md. 21202; 301-539-3500.

Total professional staff: 75.
Total employees: 100.
Branch offices: Fort Lauder-

dale, Fla.; Pittsburgh, Pa.
No. of clients: 1,400.
Compensation: By hour, proj-

ect.

Range of charges: $15 to $100.
1980 gross revenues: $2,800,000.
Areas of expertise: Retirement

plans administration, employee
benefit communication, executive
compensation.

Principal officers: Charles E.
Herget Jr., president; Robert G.
Bolton, exec. vp.; Daniel J. Gor-
ney, vp-marketing/planning; Mor-
ton A. Kesler, vp and controller;
Ethan Stroh, regional vp (Pitts-
burgh); Richard Peterson, regional
vp (Florida).

Hewitt Associates

100 Half Day Road, Lincolnshire,
Ill. 60015; 312-295-5000.

Total professional staff: 479.
Total employees: 687.
Branch offices: Atlanta, Chi-

cago, Dayton, Houston, Los

Angeles, Milwaukee, Minneapolis,
New York, Newport Beach, Calif.,
San Francisco, Stamford, Conn.,
Scottsdale, Ariz., and Toronto.

No. of clients: 2,200.

No. of clients in Fortune 1,000:
50%

Compensation: By hour, proj-
ect.

Range of charges: $60-$150.
1980 gross revenues: $35 mil-

lion.

Areas of expertise: Employee
benefits, compensation and com-
munications.

Principal officers: Rodger R.
Patrick, chairman of executive
committee; Peter E. Friedes, chief
executive; Thomas E. Wood, part-
ner; Claude L. Kordus, partner;
Thomas H. Paine, partner.

1

Industrial Insurance

Management Corp.

P.O. Box 18308, Charlotte, N.C.
28218; 704-535-1123.

Total professional staff: 12.
Total employees: 22.
Branch offices: Birmingham,

Ala.; Richmond, Va.
No. of clients: 146.

Compensation: By hour, proj-
ect.

Range of charges: $15 to $70.
1980 gross revenues: $800,000

(est.).

Areas of expertise: Plan design,
self-funding studies, specifica-
tions.

Principal ofFicers: Glen E. Pehl,
president; Norman F. Crews, ex-
ecutive vp.; Henry A. Dierks, first
vp; Richard Fisher, vp; William
Kemp, secretary.

Insurance Programers of
Michigan

1749 Hamilton Road, P.O. Box
310, Okemos, Mich. 48864; 517449-
3631.

Parent company: Paul Ayres
and Associates Inc.

Total professional stam 4
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Total employees: 3.
Branch offices: Gaylord,

Houghton Lake, Bridgeman,
Mich.

No. of clients: 300.

Minimum size ofclient: Usually
employers with fewer than 500 em-
ployees.

Compensation: By hour, proj-
ect.

Range of charges: $47 to $56.
1980 gross revenues: $290,000.
Areas of expertise: Employee

benefits labor contracts, pensions,
life and LTD.

Principal officers: Ann M.
Ayres, president; Paul W. Merrill,
executive vp; Paul J. Ayres, trea-
surer.

J

Fred S. James & Co. Inc.

230 W. Monroe St., Chicago,
60606; 312-7264080.

Ill.

Total employees: 725 (est.).
Compensation: By hour, proj-

ect.

1980 Gross revenues: $36 million
(est.).

Industry specialization: Me-
dium-sized commercial busi-
nesses to large multinational cor-
porations.

Areas of expertise: Group bene-
fit consulting, compensation con-
sulting for executives, benefit
communications, actuarial ser-
vices, administrative services.

James W. Johnson

29 Leeward Way, Cowpet Bay
West, St. Thomas, Virgin Islands
00801; 809-774-2240, ext. 245.

Total professional staff: 1.
Total employees: 1.
No. of clients: 4.

Compensation: By hour, proj-
ect.

Range of charges: $20 to $50.
1980 gross revenues: Under

$100,000.

Industry specialization: Gov-
ernment and small employer
trusts in Caribbean area.

Areas ofexpertise: Plan design,
funding alternatives, claims man-
agement.

K

Kwasha Lipton

429 Sylvan Ave., Englewood
Cliffs, N.J. 07632; 201-567-0001 or
212-279-6800.

Total professional staff: 150.
Total employees: 180.
No. of clients: 350-400.

Minimum size of client: Usually
medium to large employers.

No. of clients in Fortune 1,000:
100.

Compensation: By hour, proj-
ect.

Areas of expertise: Benefits and
compensation, both domestic and
international.

Principal officers: Dick Sears,
partner; David Skovron, partner;
Harry Bremer, partner.

M&R Benfo Inc.

M

1326 Fifth Ave., Suite 460, Seattle,
Wash. 98101; 206-624-7940.

Parent company: Milliman &
Robertson Inc.

Total professional staff 10.
Total employees: 15.
Branch ofnces: 14

No. of clients: 50 plus.
No. of clients in Fortune 1,000:

30%

Compensation: By hour, proj-
ect.

Range of charges: $25 to $80.
Industry specialization: Paper

and wood products, electronics,
financial institutions and hospi-
tals.

Areas of expertise: Benefit com-
munications, administration of
profit-sharing, thrift/savings and
stock ownership plans, employee
data banks.

Principal officers: Gary J. Red-
man, managing vp; Lee A. Carlson,
director of communications; Rich-
ard P. Zielinski, director of ad-
ministration.

Meidiner Inc.

2440 Grinstead Dr., Louisville,
Ky. 40204; 502-499-1240.

Continued on next page
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Youelectedto selfinsure to control costs
Now youwantasystemto manage escalating claims

Thesolution:HCMS
AnewHealthClaims Management SystemfromISA

Specialists insolving insurance administrationprob-
lems, ISAs software professionals have developed a solu.
tion to health claims processing, so now self insured com-
panies and third party administrators can manage claims
processing and stabilize spiraling administrative costs.

Simple, everyday language makes HCMS easy
to learn, easy to implement. Lengthy, complex insurance
paperwork is uncomplicated by HCMS. Just three video
screens process most medical and dental claims.

No duplicate payments orother common errors
are another major advantage of HCMS. Automatically ad-
judicating claims, HCMS provides document tracking
from entry to automatic check and letter writing.

On.line claims data base lets you check immedi-
ately for eligibility, policy provisions, pending claims,
etc., and it permits immediate response to claim status
questions.

Stnff training =#/>rr
and service are the
foundation of ISAs

reputation and HCMS '

N
i

demonstrates why. We regularly offer small, personalized
classes in the use and maintenance of the system for users
and data processing staff. ISA User Group Seminars dis-
cuss developments in healthcare and insurance claims and
determine the direction of future system enhancements.

Aphone call answers questions, solving im-
mediate problems- Just ask one of our data processing
analysts or application professionals. On-site visits can be
arranged if desinzd.

Documentation, state of the art news keep
you informed. In addition to HCMS documentation, a
user news letter tells you about system enhancements and
trends in health claims processing.

Tested and proven by leaders in health insur-
ance, HCMS is more than a system. It is service - backed
by more technicians and professionals in education, sys-

tem design and support
j than any in the indus-

try. When you buy
HCMS, you acquire
a teann.

f

. F. .161

-*-, mi INSURANCE SYSTEMS*4
Specialists in solving insurance administration problems.

6855 Jimmy Carter Blvd., R O. Box 47975, Atlanta, Ga. 3C362, 404/449-3950
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Consultants
Continued from prEvious page

Total professional staff: 250.
Total employees 500.

Branch offices: Atlanta, Bat:i-
more/Washington, Birmingham,
Boston, Charlotte, Chicago, Cin-
cinnati, Cleveland, Dallas, India-
napolis, Kansas C.:y, Louisville,
Memphis, New Yo *, Milwaukee,
Philadelphia, Pittsburgh, Rich-
mond.

No. of clients: 2 000.

Compensation: By hour.
1980 gross revenues: $26 mil-

lion.

ATWOOD & CO.

Consulting Actuaries
Claim Redews

Reinsurance and Reserve Analysis
for Captives and Self Insurers

5000 Ambrose Ave.

Lm Ange/es,.A 90027

(2133 661-9260

Areas of expertise: Compensa-
ton, benett and communicasion
services.

Principal officers: Douglas D.
Stegner. chairman and CEO;
Frank Peatody III, president aud
chief opera:ing officer; William B.
Alexander Jr., executive vp; Tin: 1-
thy J. Lynch, executive vp.

William M. Mercer Inc.

1211 Ave. of the Americas, New
York, N.Y. 10)36; 212-997-7171.

Parent company: Marsh &
McLennan Ccs. Inc.

Total professional staff: 85).
Total employees: 2,500.
Branch )ffices: 53 throughc ut

the U.S., r others worldwide
No. of clients: 7,0CO plus.
No. of clients in Fortune 1.0110:

300.

Compensation: By hiur.

Range cf charges: $200.
1980 gross revenues: $105 mil-

ion (1970.

Areas cf expertise: Executive
compensation, benefit consider-
ations involved with mergers and
acquisit:c ns, claims administra-
tion.

Princip al officers: A. J.C. Smith,
president: Barnet N. Berin, direc-
tor of prc fessional standards; John
G. Irelar.c, executive vp; Diljit S.
Juneja, executive vp; Bernard F.
Rogers, executive vI:.

Midwes: Benefits Corp.

22255 Greenfield, Suite 404,
Southfield, Mich. 48073; 313-569-
9700.

Parent company: SAFECO.
Total l: rofessional staff: 2.
Total employees: 12.
Branch offices: Chicago.

No. of clients: 100.

Minimum size of client: 50 or
more employees.

Compensation: By hour, proj-
ect.

1980 gross revenues: $600,000.
Areas of expertise: Self-funded

health and dental plans, insured
health, dental, life and pension
plans.

Principal officers: Frank P. Spa-
dafore, president; Ron Klein, ex-
ecutive vp.

H.D. Morgan & Associates

2 N. Riverside Plaza, Suite 840,
Chicago, Ill. 60606; 312-648-7433.

Total professional staff: 1 (plus
consultants as needed).

Compensation: By hour, proj-
ect.

Range of charges: Up to $120.
Areas of expertise: Retirement

V -
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plan design, actuarial valuations,
reviews, executive benefit de-
signs.

Principal officers: Harry D.
Morgan.

Office of the

Administrator Inc.

1093 DeKalb Pike, BlueBell, Pa.
19422; 215-272-0770.

Parent company: PJR Cos.
Total professional staff: 6.
Total employees: 17.
Branch offices: Baltimore/

Washington, Pittsburgh and Allen-
town, Pa.

No. of clients: 125.

Minimum size of client: 50 em-

ployees.
Compensation: By project.
1980 gross revenues: $500,000

plus.

Industry specialization: Fewer
than 2,000 lives.

Areas of expertise: Self-fund-
ing, medical expense reimburse-
ment and computer services.

Principal officers: Paul J. Ro-
man, president; Roger H. Perry,
VP.

Parsons, McKee & Co.

24481 Detroit Road, #200, West-
lake, Ohio. 44135; 216-871-8611.

Total professional staff: 5.
Total employees: 8.
No. of clients: 100.

No. of clients in Fortune 1,000:
8.

Compensation: By hour.
Range of charges: $30 to $100.
1980 gross revenues: $400,000.
Areas of expertise: Actuarial,

consulting, computer data ser-
vices.

Principal officers: John R. Par-
sons, president; William W.
McKee, vp.

Peat, Marwick,
Mitchell & Co.

345 Park Ave., New York, N.Y.
10154; 212-758-9700.

Total professional staff: 240.
Total employees: 360.
Branch offices: Albany, Atlanta,

Boston, Chicago, Cleveland, Dal-
las, Denver, Hartford, Honolulu,
Houston, Kansas City, Los
Angeles, Montreal, New York,
Philadelphia, Rochester, St. Louis,
San Francisco, Short Hills, N.J.,
Toronto and Vancouver.

No. of clients: 1,400.

Compensation: By hour, proj-
ect.

1980 gross revenues: $15 mil-
lion plus.

Areas of expertise: Actuarial
science, investment supervision,
welfare plan consulting.

Principal officers: Frederick W.
Cornell, Neil R. Cronquist. William
A. Dreher, Dennis M. Polisner, L.
Duncan Smith.

Pension Planning Co. Inc.

355 Lexington Ave., New York,
N.Y. 10017; 212-867-4100.

Total professional staff: 20.
Total employees: 40.
No. of clients: 350.

No. of clients in Fortune 1,000:
10.

Compensation: By hour, proj-
ect.

Range of charges: $15 to $150.
1980 gross revenues: $2,500,000

plus.

Areas of expertise: Actuarial

P
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services, administrative services,

employee communication and rec-
ord-keepng services.

Principal officers: James Kahn,
president; Donald Lockwood, ex-

ecutive vp and actuary; Robert
Hruska, vp and actuary; Paul Rob-
inson, vp and actuary; Leonard
Marinaccio, vp.

Professional Compensation
Planners

6418 South Ave., Middleton, Wis.
53562; 608-263-4623.

Total professional staff: 4.

Total employees: 6.
No. of clients: 6.

No. of clients in Fortune 1,000:
2.

Compensation: By project.

Range of charges: $10 to $90.
Industry specialization: Small

and medium-size corporations, up
to $200,000,000 sales.

Areas of expertise: Evaluation
of non-cash compensation pro-
grams, design ofemployee benefit
systems, design and evaluation of
cash compensation plans.

Principal officers: Roger A. For-
misano; Randall B. Dunham.

R 3
Reed Stenhouse Inc.

1270 Ave. of the Americas, New
York, N.Y. 10020; 212-397-0800.

Parent company: Reed

Stenhouse Cos. Ltd.

Total professional staff: 190
(worldwide).

Total employees: 475 (world-
wide).

Branch offices: Boston, Chi-
cago, Denver, Houston, Kansas

City, Los Angeles, New York,
Pittsburgh, San Francisco, St.

Louis, Washington, D.C. and
others worldwide.

No. of clients: 3,000 plus.
No. of clients in Fortune 1,000:

Under 100.

Compensation: By hour, proj-
ect.

Range of charges: $20 to $135.
1980 gross revenues: $20,175,-

000.

Industry specialization: Manu-

facturing, energy, utilities, finance
and associations.

Areas of expertise: Group web
fare brokerage/consulting, actuar-
ial, administration/communica-

tions, compensation.
Principal officers: Peter G.

Leitch, president, Reed Stenhouse
Inc. (U.S.); Charles Bullock, presi-

dent, Reed Stenhouse Associates
(Canada); John Loudon, director,
Reed Stenhouse & Partners Ltd.

(Glasgow); Brian Willats, manag-
ing director, Reed Stenhouse
Benefit Consultants Ltd. (Lon-
don).

John M. Riehle Inc.

757 Third Ave., New York, N.Y.
10017; 212-888-4400.

Parent company: Harcourt,
Jovanovich & Brace.

Total professional staff: 40.
Total employees: 150.
Branch offices: Wayne, N.J.;

Massapequa, Mount Kisco, N.Y.;
New Canaan, Conn.

No. of clients: 19,000 (including
personal).

No. of clients in Fortune 1,000:
5.

Compensation: By hour.
Range of charges: $8 to $100.
1980 gross revenues: $14 million

(1979).
Principal officer: Dan Tooker,

president.

Rollins Burdick Hunter Co.

10 S. Riverside Plaza, Chicago, Ill.
60606; 312-454-1400.

Total professional staff: 500.
Total employees: 1,300.
Branch offices: 33 offices do-

mestic; 17 international.

Compensation: By hour, proj-
ect.

Range of charges: Varies.

1980 gross revenues: $67,700,000
(1979)

Industry specialization: Me-

dium to large groups.

Areas of expertise: Design,
funding, claims.

Principal officers: A.B. Palmer,
chairman; G.S. Burrows, vice
chairman; C.H. Mather, president
and CEO; W.C. Snyder, executive
vp; K.R. Palmer, senior vp.

Continued on nezt page
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Coming Up !
Self-Insurance

Issue Date: January 5, 1981
Ad Closing: December 19 1980

New York:

708 Third Avenue, N.Y 10017 (212) 986-5050

Chicago:
740 Rush Street, IL 60611 (312) 649-5275

Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Business Insurance, the national newsweekly ot loss

prevention, risk financing and employe benefit management.

Our pension
experts backtheir

recommendationswith
something more than talk.

Arecord of
outstanding results in
managing $15 billion.
A lot of pension fund managers are looking for quality investments when

perhaps they should be looking for quality investment management.
Our investment managers are part of a team of investment analysts, real

estate appraisers, banking specialists, economists, and other financial experts
that invest some six million dollars a day.

They manage over $15 billion of Company assets in corporate loans and
bonds, mortgage loans, real estate, stocks, and mineral interests.

Results: through good times and bad, high markets and low, we've
compiled an enviable record of attractive yields with safety.

For full details call Edward C. Leithead, Assistant Vice President,
Pension Department, at (212) 576-5662.

And get something even better than quality investments.
Get quality investment management.

New York Life. For all of your life. YGRk
Ll FE 

New York Life Insurance Company, 51 Madison Avenue, New York, New York 10010
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Does your workers
compensation program
have the same problem?
Business funds lost administration,supervi-
through the holes in a sion of all claims, re-

'Ri. #

workers' compensation f b sponsive and accurate
program are sig- -4*F", r - 21 claim payment,
nificant. Fir-, )11,18= employee safety
Gates, McDonald t.':'.2'4 education,
has been ad- .i-,5 917 /=/ and informa-

niinistering -7.#3.'I-0-L* tive manage-
cost effi- ment report-

(

cient* state ing. So don't
fund and self- wait, contact
insured workers' Gates, McDonald or

compensation programs your insurance broker for
since1929. Our services more information.

provide comprehensive *Ohio, West Virginia, Washington, Nevada only

1*FE GA114 MXDCNALD
CORPORATE ONE NATIONWIDE PLAZA

OFFICE RO. BOX 1944
COLUMBUS, OHIO 43216
614/,2277211

Consultants
Continued from previous page

Martin E. Segal Co.

730 Fifth Ave., New York, N.Y.
10019; 212-586-5600.

Total professional staff: 300.
Total employees: 450.
Branch offices: Atlanta, Boston,

Chicago, Cleveland, Denver, Hart-
ford, Houston, Los Angeles, New
Orleans, Phoenix, San Francisco,
Toronto, Washington, D.C.

No. of clients: 2,800.

Compensation: By hour, proj-
ect.

Range of charges: $15 to $200.
Industry specialization: Me-

dium to large corporations, mul-
tiemployer and government plans.

Areas of expertise: Actuarial
and consulting services for pen-
sions, group insurance and execu-
tive compensation.

Principal officers: Martin E. Se-
gal, chairman; Earl Palay, presi-
dent and CEO; Robert D. Paul,
vice chairman; Vincent F. O'Hara,
vice chairman; Robert D. Krinsky,
executive vp.

Donald Shaffer

Associates Inc.

11 Grace Ave., Great Neck, N.Y.
11021; 516-466-4642.

Total professional staff: 6.
Total employees: 15.
No. of clients: 1,000.

Compensation: By hour.
Range of charges: $50.
1980 gross revenues: $500,000.
Areas of expertise: Union-man-

agement funds, pension trust,
minimum premium group plans.

Principal officers: Donald Shaf-
fur, Arlene Resnick, Arthur Pfef-
fer, Olive Reid, Dan Siefert.

SELF-FUNDED EMPLOYEE BENEFITS.
WE PIONEERED THE CONCEPL
AND NOW WE'RE PIONEERING
THE IMPROVEMENTS ON IT.

In 1959, werecognized employers' needs tokeep skyrocket-
ing insurance costs down. So we came up with third party
claims administration. That was the beginning of Executive
and Employee Benefit Plans, Inc. Today, we'restillexpanding
on that idea, and refining it to help employers even more.

WITH MONTHLY ITEMIZED CLAIMS REPORTS,
so that you know where your money is going.

WITH FLEXIBILITY, so that we can administer claims
any way you want. Directly through you or your employees.

WITH DEPTH. Depth of services and offices across the
country enable us to handle every facet of claims administra-
tion, and adjudicate over 80 million dollars a year in claims.

AND WITH SYSTEM Il. Our on-line computer allows
the kind of local claims administration you need. In fact, we
can even hook you up to our system with your own CRT, and
train your personnel to operate it.

Ifyou're thinking ofgoing A. S.O.,goE. &E.,and see where
your money is going.

ON LINE CLAIMS ADMINISTRATION. EXCESS EXECUTIVE & EMPLOYEE
REINSURANCE. COMPLETE ADMINISTRATION 
SERVICES. LIFE, LTD., DENTAL, MEDICAL.
Contact: C. Jeffrey Wintersteller, Vice President/ Sales

Pioneers in our field, yesterday and today.
BENEFIT PLANS, INC.

2025 Riverside Drive, Columbus, Ohio 43221.
614/481-8393

ATLANTA • BOSTON • CHARLOTTE • CINCINNATI • CLEVELAND • COLUMBUS • HOUSTON • MIAMI • ORLANDO

{ S )

E.W. Siver & Associates Inc.

9400 Fourth St. N., P.O. Box 21343,
St. Petersburg, Fla. 33742; 813-
577-2780.

Total professional staff: 7.
Total employees: 14.
No. of clients: 30 to 50.

Compensation: By hour, proj-
ect.

Range of charges: $15 to $75.
Industry specialization: Gov-

ernment entities and private sec-
tor.

Areas of expertise: Group life
and health, pension and profit-
sharing.

Principal officers: Edward W.
Siver, president; Robert I. Siver,
vp-treasurer; James Marshall Jr.,
vp; Eileen M. Walsh, vp; Charlotte
H. Steele, secretary.

T

C.G. Thacher & Associates

Inc./Williams & Thacher

41 E. 42nd St., New York, N.Y.
10017; 212-949-1344.

Total professional staff: 8.
Total employees: 12.
Branch offices: Baltimore.
No. of clients: 150.

No. of clients in Fortune 1,000:
4.

Compensation: By hour, proj-
ect.

Range of charges: $15 to $125.
1980 gross revenues: $500,000.
Areas of expertise: Retirement

plans, group benefits, executive
compensation.

Principal officers: Charles G.
Thacher, Robert L. Williams.

Tierney Associates Inc.

855 Worcester Rd., Framingham,
Mass. 01701; 617-872-1773.

Total professional staff: 2.
Total employees: 4.
Branch offices: Actuarial Re-

search Corp., 7 Lomas Dr.,
Framingham, Mass.

No. of clients: 9.

No. of clients in Fortune 1,000:
1.

Compensation: By hour, proj-
ect.

Range of charges: $25 to $100.
Industry specialization: Branch

office specializes in government
and not-for-profit organizations.

Areas of expertise: Computer-
ized administration of pension and
profit-sharing plans, bank-spon-
sored defined benefit Keogh plans,
forecasting for defined-benefit
pension plans.

Principal officers: Thomas P.
Tierney, director.

Tillinghast, Nelson
& Warren Inc.

3340 Peachtree Road, Atlanta, Ga.
30026; 404-261-5420.

Total professional staff: 110.
Total employees: 200.
Branch offices: Boston, Co-

lumbus, Denver, Fort Worth, Hart-
ford, Jacksonville, Kansas City,
Los Angeles, New Orleans, New
York, San Antonio, St. Louis, Ber-
muda, Toronto, London.

No. of clients: 1,500 plus.
Compensation: By hour, proj-

ect.

Range of charges: $25 to $150.
1980 gross revenues: $15 mil-

lion.

Industry specialization: Corpo-
rate, public and Taft-Hartley plans.

Areas of expertise: Employee
benefit consulting, insurance and
risk management services to cor-
porations, buyer associations and
government agencies.

Principal officers: William A.
Ferguson, James C.H. Anderson,
Henry K. Knowlton, Anthony J.
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Houghton, W. James MacGinnitie,
managing principals.

Tolley International Corp.

30700 Telegraph Road, Suite 2400,
P.O. Box 846, Birmingham, Mich.
48012; 313-645-6550.

Total professional staff: 65.
Total employees: 550.
Branch offices: Birmingham,

Southfield, East Lansing, Mich.;
Fort Lauderdale; Countryside, Ill.;
Indianapolis; Louisville, Ky.; New
York; Akron, Cleveland, Dayton,
Columbus, Ohio.; Chattanooga,
Memphis, Nashville, Tenn.; Madi-
son, Milwaukee, Wis.; Washington,
D.C.

No. of clients: 800 (est).

Compensation: By project.
1980 gross revenues: $13 mil-

lion.

Industry specialization: Mul-,
tiemployer, Taft-Hartley trust
funds.

Areas of expertise: Actuarial,
consulting, administration and
data processing.

Principal officers: Martin J. Gal-
lagher, president; Len Teeuws, ex-
ecutive vp; Lee F. Jost, executive
vp; John M. Meyer, secretary/
treasurer.

Towers, Perrin, Forster
& Crosby

600 Third Ave., New York, N.Y.
10016; 212-661-5080.

Total professional staff: 950.
Total employees: 1,400
Branch offices: Atlanta, Boston,

Chicago, Cleveland, Dallas, Los
Angeles, Minneapolis, New York,
Philadelphia, Pittsburgh, San
Francisco, Seattle, St. Louis,
Tampa, Washington, D.C.; 12
worldwide.

No. of clients: 3,000.
No. of clients in Fortune 1,000:

450.

Compensation: By hour.
1980 gross revenues: $100 mil-

lion plus.
Areas of expertise: Actuarial,

employee benefits, risk manage-
ment.

Principal officers: Quentin I.
Smith Jr., president and CEO;
James E. Kielley, executive vp;
Lawrence N. Margel, vp and chief
actuary; Robert Z. Rose, vp and
manager of insurance consulting;
Donald E. Sullivan, vp and man-
ager of benefit consulting.

Vitalscan Inc.

V

707 B Davis Road, Elgin, Ill.
60120; 312-888-4178.

Total professional staff: 4.
Total employees: 6.
Compensation: By hour, proj-

ect.

Range of charges: $30 to $40.
Areas of expertise: Preventive

health/fitness program planning,
cost-containment for health care
services, health assessments.

Principal officers: Glenn Smith,
president; Buck Carper, vp-opera-
tions; Marsha String, vp-sales; Len
Bornemann, technical director.

W

Scott Wetzel Services Inc.

500 Pacific Ave., Suite 700, P.O.
Box 418, Bremerton, Wash. 98310;
206-479-0200.

Parent company: Affiliate of
The Home Group Inc.

Total professional staff: 400.
Total employees: 400.
Branch offices: Reno; New

York; Tampa; Salt Lake City; Chi-
cago; Culver City, Los Angeles,
San Francisco, Calif.; Anchorage,

Juneau, Alaska; Seattle, Spokane,
Tacoma, Washington; Boston;
Twinsburg, Ohio: Dallas; Omaha;
Portland; Boise; Washington, D.C.

No. of clients: 400.

No. of clients in Fortune 1,000:
40%.

Compensation: Based on claims
service.

1980 gross revenues: $12 mil-
ion plus.

Areas of expertise: Computer-
ized loss data reports, claims ad-
ministration, loss control and
safety engineering.

Principal officers: E. Scott Wet-
zel Jr., president; Donald W. Mul-
liner, executive vp; Robert B.
Spratt, senior vp; Myron A. Soltau,
vp; Robert F. Benton, sales direc-
tor.

The Wyatt Co.

1400 Ohio Savings Plaza, Cleve-
land, Ohio 44114; 216-696-6250.

Total professional staff: 450
(worldwide).

Total employees: 1,200 (world-
wide).

Branch offices: Boston; Chi-
cago; Cleveland; Dallas-Fort
Worth, Houston, Tex.; Detroit,
Grand Rapids, Mich.; Miami, Or-
lando, Fla.; Los Angeles, San
Diego, San Francisco, Calif.;
Honolulu; Memphis; Minneapolis;
New York; Philadelphia; Phoenix;
Portland; Stamford, Conn.; Wash-
ington, D.C., and 12 offices world-
wide.

No. of clients: 7,500.

No. of clients in Fortune 1,000:
30% plus.

Compensation: By hour.

Industry specialization: Large
and multinational corporations.

Areas of expertise: Total com-
pensation; international pension,
benefits and compensation; spe-

cial studies with EDP techniques.
Principal officers: Clifford R.

Simms, president; J.P. Stanley,
vp, treasurer; V.C. Beaird, vp;
John Hanson, vp; Paul J. Jackson,VP. .

As professional
benefit

administrators,
we demanded

impossibilities
from CAS*.

Source of information
Information in this special listing of employee benefits consul-

tants was compiled by the editors of Business Insurance based on
information supplied by the consultants.

The profiles include consultant revenues, professional staff, par-
ent firm, branch offices, principal officers and a range of fees for
consulting services.

AUTO FIRE MARINE

SUBROGATION
BENNETT & BENNETT

Attorneys

Serving over 150 insurance companies. We offer quick, efficient
computerized processing and adjustment of your subrogation
Claims. Current status reports-Reasonable contingent fees.

Send for FREE Brochure
Home Office: 769 Northfield Avenue

New Jersey

(201) 325-0033

West Orange, New Jersey 07052
New York Florida

(212) 926-2824 (305) 371-8234

Our 80,000 covered employees represent
250,000 beneficiaries. But the tough part is
that these people represent hundreds of
client companies. As third party adminis-
trator5, we administer medical claims for
many trade associations - one, for exam-
pie with over 600 companies. Of all our cli-
ents, 50% carry dental coverage as well as
medical.

By the mid-70's, we realized we had to com-
puterize or simply run out of available man-
power to handle the paperwork. We hired a
consultant and also ran an exhaustive refer-

ence check of all available systems. CAS
was the top choice, by a wide margin.

Now, coming into 1981, we find we've
locked in our administrative costs at the

1977 level and have kept our labor require-
ments constant, even though business has
steadily increased. As third party profes-
sional administrators we're handling clients
f rom 200 to 15,000 covered employees,
with great efficiency. Our statistical cap-
ture, information reporting and detection of
inappropriate claims are excellent. SDC®
is also continually improving our system.
They've even developed an individualized
billing system to make it easier for us to bill
a trade association's members.

Yes, indeed, 1'11 vouch for them.

For more information, clip this coupon to
your business card or letterhead and mail
to nearest CAS office. Or, call direct.

---- -----9r>tsstl:EiNUration ;
 • 2500 Colorado Avenue 
1 Santa Monica, CA 90406 1
 (213)820-4111
 • 122 East 42nd Street 

New York, NY 10017
 (212) 697-4227
 • 18 W. 100 22nd Street, Suite 102 1
 Oakbrook Terrace, IL 60181
1 912) 620-8288rlease send me your brochure giving full 
 details of the CAS technique of automating 1

MR. ROBERT L. JENKINS, PRESIDENT,  medical and dental claims administration for 
IMPERIAL INDUSTRIES  large organizations.

 NAME 

TITLE

They delivered. 1 MAI L STOP

OC i
.

1 System Development Corporation I
*CLAIMS ADMINISTRATION SYSTEM L=====-= ---8;1

Pennsylvania

(215) 563-2168
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ing IV, 10300 North Central ExNressway, Dal- Management Seminar m San Leandm, Calif, for members, $80 for nonmembers, AIHA, 475

datebook las, Tex 75231 sponsored b> Darrell Heppner & Associates, Wolf Ledges Parkway, Akron, Ohio 44311
$185 Darrell Heppner & Associates, 1120 E

JAN 18-20 ERISA Update and Employee 14th St, Suite F, San Leandro, Calif 94577, JUNE 8-12 Improving Your Organization's
Benefits New Developments Seminar in 415-895-9650 Productivity Through Stress Management

JAN. 11-13 Health and Pension Benefits Con- the International Risk Management Institute, Tampa, cosponsored by the Society of Char and Problem Solving Seminar m Cambridge,ference m Washington, DC, cosponsored by $475 Also Jan.28-29 in Washirgtor,DC,Feb tered Property & Casualty Underwriters and MARCH 9-12. Corporate Benefits Manage- Mass, sponsored by the Massachusetts Insti-
the Risk & Insurance Management Society 10-11 m Seattle and Feb 24-25 n Houston The Suncoast Chapter, $250 Society of CPCU, ment Conference in Miami, sponsored by the tute ofTechnology, $580 MIT Seminar Office,
and U S Administrators Inc, $250 Haren IRMI, Suite 208, Building IV, 10300 North Providence Road, CB #9, Malvern, Pa 19355 International Foundation of Employee Bene- Center for Advanced Engineering Study,
Aronsteln, RIMS, 205 E 42nd St , New York, Central Expressway, Dallas, Tex 75231 fit Plans, $380 fo- members, $455 for nonmem Cambridge, Mass 02139, 617 253-7461
N Y 10017, 212-557-3228, or Cheryl Davis, FEB. 2-3 Captives, Texas and the 19808 Semi- bers Also March 23-26 in San Diego IFEBP,
David Vienna & Associates, 510 C St NE, JAN 14-15 How to Reduce Your Truckmg nar in Austm, Tex, sponsored by Risk Al- 18700 W Bluemc und Rd ,PO Box 69, Brook JUNE 14-17 20th Annual Professional Devel-
Washmgton, D C 20002, 202-557-0440 and Fleet Insurance Costs Program in Chi tematives Inc, $275 Risk Alternatives Inc, field, Wis 53005,414 786-6700 opment Conference in Salt Lake City, spon

cago, sponsored by the Internanonal Risk P O Box 1765, Austin, Tex 78767, 512 443- sored by the American Society of Safety Engi-
JAN 13-14 How to Reduce Your Construe- Management Institute, $435 Plso Jan 29-30 in 0954 MAY 24-29 American Industrial Hygiene neers, $275 for members, $325 for nonmem
tion Insurance Costs (While Improving Your Washington, DC, Feb 11-15 in Seattle and Conference 17 Portland, Ore, sponsored by bers ASSE, 850 Busse Highway, Park Ridge,
Coverage) Program in Chicago, sponsored by Feb 25-26 m Houston IRMI,'Suite 208, Build- FEB 24-25. Risk Management and Claims the Americar Industrial Hygiene Assn, $55 Ill 60068, 312 692-4121

classified advertising
RATES AND CLOSING TIME:

Published every Monday. Copv in written form in Chicago ofice not later than lines (maximum of two) 26 letters and spaces per line, upper and lower case, 34
noon Mondav, 7 davs preceding publication date. Display classifted takes card per tme. Add two linesfor box number. Replies are forwarded dally· Mail ads to
rate of$49.00 per column inch wzth card discounts on r.ze andfrequencv. Straight Barbara Toshe#, Business Insurance Classifted Advertiszng Dept, 740 N. Rushclasstfzed $4.50 per hne, m:n:mum charge $22.50. Cash with order. Figure alt cap St, Ch:cago, Imnois 60611. Call (312) 649-5340 for more Information. No verbal

phone copv accepted

RM CONSI,ILTING MARKETING

Greater NYC RM Consulting Ser ,onsulting/Executive Search SAFETY OFFICER BUSINESS OPPORTUNITY
vice seeks aggressive self starter f--=--14 INSURmATICS
with knowledge of insurance

To the Insurance Industry
City of San Jos6

HOLIDAY
COMPLETE AGENCY AUTOMATION INTERNATIONAL

and/or risk management Ability
to meet and develop clients plus
desire to succeed are your most 90

Loss prevention and underwriting sur.
$947 20-1152.00 bi-weekly. Ca-  ANNOUNCEMENT vey reports. including HPR studies

reer opportunity for well quali- All engineers at least 5 years Factory
Mutual experience Based Londonimportant qualifications Higher PAUL C QUNKLE fled individual Develop and ad- bue to the upcoming Hol- Australla tour in January 1981 Writethan average income and secur

minister a comprehensive safety 1(lays, Business Insurance 800-227·2090 for brochure and fee details RAY-tty with financial independence ABSOCIATES INC
program for City staff of 4,000 Classified Advertising clos- 512 WESTLINEOR.ALAMEDA,CA 94501 NER RISK CONTROL, 9 Buckmaster*potential Send resume to

Box 405, BUSINESS INSURANCE One Chase Road employees, on-the-job work en- ing for the December 29th r Roads L,ondon SWil, England

740 Rush St , Chicago, Ill. 60611 Scarsdale, New York 10583 vironment and protection of the issue will be Thursday
(914) 725-0773 public Must have college degree December 18th. The Jan- Corporate Risk Managers

"0'Keefe International

or equivalent in safety, industrial uary 5th classified section Safety and Communication Adjustment Companies, Inc.
engineering or related field and will close Tuesday, Oe- Consultants P.O. Box 16168,
three (3) years experience m cember 23rd All copy Benefits Manager Phoenix, AZ 85011,

COMMERCIAL safety and accident prevention must be in the Chicago
We discreetly arrange the hiring of (602) 264-3439,

work Candidates must submit an office no later than noon
insurance and consulting people na cable address "LOKADCO"

application form and supplemen- on closing date No ver- tionwide Your professional objec- "We Will Handle Your Claim

CLAIMS
tai form and will be evaluated on bal copy will be accepted tives, confldentiality, location pre

Anyplace in the Free World"the basis of those submissions Please call Barbara Tosh- ferences, and salary advancement
Contact City of San Jose Person- eff at (312) 649-5340 for goals are important to us All fees

net Dept , 801 N First St, Room more classified Informa- paid by client companies Contact
SPECIALISTS IN

EXAMINER 207, San Josa, CA 95110 Final tion
THE RECRUITMENT OF:

filing date ts January 30. 1981 Richard C. • Risk Management

2Il/1ll Gay • Employee Benefits
• Loss Prevention/Safety Engrs

........................................... 1155 Hammond Or.
Contact m ConfidenceMontgomery Ward Insurance has a very responsible po- Suite 5250

sition in our newly formed commercial unit for a per- JOHN HUTTNER
son seeking growth potential } CORPORATE RISK MANAGER i * Atlanta, GA 30328

(212) 732·3110404·396·7500
david j. hollinger assoc.,inc

Insurance Personnel Resources
Primarily you will be working with Attorneys handling HOUSTON :

150 Broadway, New York, NY 10038
commercial claims. The qualified candidate will have
the opportunity to learn Public Official Liability Some

. Highly regarded food manufacturer and distributor head-
coverage analysis work will be required. If you are de- ..... quartered in Houston with operations throughout the United
greed and have five or more years of claims experience • States (heavy concentration in Southeastern, Southwestern, . RISK MANAGEMENTwith at least one of those years in Commercial Suite and Gulf Coast states) needs a professional to direct com- .

handling, we invite you to apply ' pany risk management program Company sales exceed •
: $500 million. PERSONNEL CONSULTANTS

Advancement potential combined with an excellent sal- ; Will be responsible for developing, recommending, and ad- Representing Select Corporations & Candidates Nationally
ary and comprehensive benefits make this opportunity

. ministering corporate insurance program involving casualty : • INSURANCE • SAFETY • EMPLOYEE BENEFITSworth investigating For complete details, please sub- and property coverage and workmen's compensation. Must
mit your resume to· Phyllis Levin, Personnel Dept #0138. . have background of experience in negotiating insurance • Managers & Assistants

I programs to obtain needed coverage at favorable costs .

CORPORATE CAREER ENTRY
MONTGOMERY WARD LIFE . Must also have the creativity to develop imaginative yet CAPTIVE TECHNICIANS

• practical insurance programs. The ability to relate to insur- . Call Collect: (212) 599-2662
INSURANCE COMPANY • ance carriers, company officers, regional managers, and • Marty Hodes, ARM Mel Sloman employees is essential. Experience as a risk manager pre- •

140 S. State St. . ferred Prior work history m safety and claims would be METRIC 11 East 44th Street

Chicago, IL. 60603
a plus

. New York, N.Y. 10017
Attractive salary based upon experience Send resume in- 

Equal Opportunity Employer M/F cluding earnings history in confidence to our Management .
• Consulting Firm, 1770 St James, Suite 660, Houston, Texas •

77056.

WORKERS COMPENSATION D i Assistant
ADMINISTRATOR Manager

Cooper Industries, one of the Fortune 500's fastest grow-
ing manufacturing companies, has an outstanding career TEXAS RISK MANAGER viewing and would like to fill this opening Corporate Insurance Staff
opportunity for a Workers Compensation Administrator Corporate giant seeks risk manager w,th in early 1981 Ideal candidates will have

at its corporate headquarters in Houston, Texas. a minimum of five years "hands on" ex- commercial sales exp e,ther,at the Pickands-Mather & Co. is a diversified organization
perlence in the areas of claims (WC), loss agency/brokerage level or with one of the heavily involved in the mining, marketing .and trans-control activities, and total responsibilittes leadingdirect writers Salary and negotia-

This ts a newly created position which will be respon- for Insurance portfolios Energy related ble bonus Incentives In the range of portation of iron ore, coal and other mineral resources.
background desirable but not mandatory $35K'$40000 Contact Linda Mayer in Our activities-international in scope-encompass ex-sit)le for the development, implementation and main- Salary begins in the range of $45K to Denver ploration, engineering and construction, mine manage-tenance of all insured and self-insured workers compen- $50,000 Contact Jim Gilbert immediately
for details on thus new opening MARKETING/SERVICING ACCOUNT ment and Great Lakes shipping.sation programs A Bachelor's degree is required; a Busi- EXEC (Colorado)

ness degree ts a strong plus. Qualified candidates will CASUALTY CLAIMS MGR (Chicago) Our Denver office has new listing for an We are seeking an aggressive individual to assist m
have a minimum of 4 years experience in handling work- Large insurance firm seeks an individual individual whose pnmary responsibilities the management of property and casualty insuranceto head up casualty unit Must have will be that of marketing and servicing
ers compensation claims with multistate exposure strong exp in all lines,including products medium to-large commercial accounts programs for the corporation. Candidates should have

habllity and professional hability Will Ini Superb opponunity with dynamic and experience m an industrial environment in the areas
tially supervise small staff with anticipat growing agency Please contact Linda

The ideal candidate should be a self-starter and possess ed short term growthplans with this na- Mayer In Denver of risk analysis, loss control and claims management
related experience within an insurance company and/or tionally known firm txposure to/expert- A bachelors degree and/or a C.P.C.U. designation ts
corporate environment. ence with self-insured plans a strong SUNBELT ACCOUNT EXECUTIVE desirable.

plus Starting compensation in the range Our Atlanta office has new listing for a
of $40,000 Contact Trevor Davis in our proven froducer of commercial accounts
Chicago office tor further Information Position located in scenic Tennessee to- The position will appeal to an individual who is seek-We offer an attractive starting salary and excellent bene- cabon and calls for successful sales rec ing a challenge and opportunity for advancement. Ex-fits including relocation. If you are ready for a challeng- AGENCY UNDERWRITER (Louisiana) ord with an agency or direct writer Our
Established Louisiana agency is adding client, a well established agency with ceptional benefits packae supplements a salary com-ing and rewarding career, send your resume with salary
to their staff and desires an individual with long-term markets, is in a period of rapid mensurate with your qualifications.history to: around 4-5 years (minimum) experience growth and Is seeking early 1981 expan-
In the underwriting of commercial pack sion move Compensation package in the For immediate consideration, send your resume andRobert W. Elam, age lines Any expenence in the oilindus $40.000 range Call or wnte to Evelyn

salary history in confidence to. Mr. Don Witwer, Man-try will draw immediate attention with Barnett In Atlanta
Corporate Manager growth oriented agency Contact Jim ager of Personnel and Compensation. An equal oppor-

Gilbert In Dallas BOND MANAGER (Florida)

21
Professional Recruitment tunity employer M/F/H.Agency seeking talented person to head

Cooper Industries, Inc. COMMERCIAL PRODUCER small bond department Should have
(Colorado) strong fidelity and surety underwriting

2700 Two Houston Center This local agency has budgeted for addi background Contact Evelyn Barnett in

COOPER Houston, Texas 77002 tional producing account executive in Atlanta
1981 They are ready to begin inter-

INDUSTRIES Equal Opportunity Employer M/F

A RECOGNIZED LEADER IN THE RISK MANAGEMENT.

PICKANDS
NO AGENCIES OR PHONE CALLS MATHER & CO.

AGENCY/BROKERAGE FIELD"
1100 Superior AvenuePLEASE!

. 4 Cleveland, Ohio 44114



Lawsu its linger
Continued from page 1
cleared. But that could take years.

Meanwhile, a federal govern-
ment task force is studying the
possibility of compensating the in-
jured veterans and has funded a
study to determine the effects of
Agent Orange on pilots who
loaded and flew the planes that
sprayed the herbicide.

"The outcome of the (Agent Or-
ange) litigation could decide the
course and set the rules for prod-
uct liability suits for the next 10
years," predicted Victor Yanna-
cone, a Long Island, N.Y., attorney
directing the plaintiffs' suits.

Several factors indicate the

Agent Orange controversy could
have enormous ramifications for

the entire insurance community.
They include:

• The scope of the litigation. Be-
sides the 1,000 Vietnam veterans
who have filed suit against the
manufacturers, another 4,000 have
filed claims seeking medical and
disability benefits from the U.S.
Veterans Administration.

• The damages involved. As
many as 40,000 veterans eventually
may file suit, swelling damages
sought beyond $40 billion, says at-
torney Steve Platt of Sullivan &
Associates in Chicago, who also is
representing the plaintiffs.

The potential damages sought
by plaintiffs far exceed the liability
coverages or net worth of the man-
ufacturers.

The veterans charged that
chemical manufacturers Dow

Chemical Co. of Midland, Mich.;
Monsanto Co. ofSt. Louis; Thomp-
son-Hayward Co. of Kansas City,
Kan.; Hercules Inc. ofWilmington,
Del., and Diamond Shamrock
Corp. ofCleveland knew Agent Or-
ange was cancer-causing and
failed to warn the soldiers and the

public of the risk.
Hooker Chemical Co., which was

later named in the suits, had just
$35 million of general and product
liability insurance between 1967
and 1970, the time Agent Orange
was used extensively in Vietnam.

The firms all deny exposure to
Agent Orange is dangerous.

• The potential for setting new
legal theories. The Agent Orange
manufacturers have filed a third-

party complaint against the federal
government. The complaint seeks
indemnification from the govern-
ment if the companies are found

liable. The companies made Agent
Orange under contract with the
fdderal government.

Sovereign immunity theories
protect the federal government
from such suits, but that protec-
tion is being challenged.

• The unique remedies pro-
posed to compensate the veterans.
The plaintiffs' attorneys have pro-
posed a tax-free trust, financed out
ofthe manufacturers' annual earn-

ings, to pay for their clients' al-
leged injuries. The manufacturers,
though, aren't biting.

"Why should we pay for a trust
fund when we are not liable?"

asked Don Frayer, claims manager
for Dow Chemical, which pro-
duced 40% of the Agent Orange
purchased by the Air Force.

One of the biggest points of dif-
ference in the Agent Orange con-
troversy is over the effects ofexpo-
sure.

"There is no scientific evidence

to prove that there is a link be-
tween service in Vietnam, expo-
sure to Agent Orange and subse-
quent injuries," said a Veterans
Administration spokesman.

"There is no evidence, no scien-

tific proof, that exposure to Agent
Orange is dangerous," said Dow
Chemical's Mr. Frayer.

But Mr. Yannacone says there is

overwhelming evidence.
All parties do agree Agent Or-

ange, which has been used com-
mercially since the 1940s, does
contain small amounts ofdioxin, a
highly toxic chemical that has
caused cancer and birth defects in

the of'fspring of laboratory ani-
mals.

Dr. Matthew Meselson, a profes-
sor of biochemistry at Harvard
University, has labeled dioxin as
"the most powerful small mole-
cule known and it is now begin-
ning to appear that it is the most
powerful carcinogen known."

Justice Department attorney
Joan Bernott, who represents the
federal government in the Agent
Orange litigation, concedes dioxin
is deadly.

"If you swallowed a cup (of
dioxin), you wouldn't make it back
to your chair," she said. "But that
is not the same as saying that you
could become ill and develop inju-
ries because you were exposed to
it for 30 minutes in Vietnam."

And Dow Chemical says none of
the thousands of scientific studies

of Agent Orange has documented
a single case of human injury.

The Agent Orange used in Viet-
nam contained one-tenth of one

part of dioxin per million parts,
says Dow Chemical's Mr. Frayer.
In industrial accidents where

workers have been exposed to
dioxin of much higher concentra-
tion, the workers did not suffer the
symptoms described by the vet-
erans, he adds.

The federal government,
though, has begun to take a more
active role in the controversy as it
tries to develop a compensation
policy.

A special interagency task force
has been meeting monthly since
spring to oversee the govern-
ment's Agent Orange research ef-
forts.

The task force, created by order
of President Carter and his chief

domestic adviser Stuart Eizenstat,
is chaired by Joan Bernstein, gen-
eral counsel at the Department of
Health and Human Services.

The task force has Approved an
Air Force research project, known
as the Ranch Hand study, which
will compare the health of 1,100
military pilots who flew the C-123s

carrying Agent Orange and about
1,800 other military personnel.

The Ranch Hand pilots, who
also loaded Agent Orange on the
cargo planes, were selected as a

test group because they received
the heaviest identifiable exposure
to the herbicide, according to an
attorney with HHS.

Data from the study should be

available in about two years.
The task force also has ap-

proved:
• A study to assess the overall

health status of Vietnam veterans.

• A study to determine if the
children born to Vietnam veterans

are more likely to have birth de-
fects than other children.

Neither study has begun.
The government says it can't

make policy decisions on Agent
Orange without more details on
the effects of exposure to the her-
bicide.

"We know we never will have

perfect evidence," said a member
of President Carter's Domestic

Council. "But in a few years we
will have enough evidence to
make those decisions."

In the meantime, court action
drags on. A U.S. Court of Appeals
last month rejected the plaintiffs'
strategy to have the veterans sue
and recover darnages under one
common federal law, and the
plaintiffs are appealing the deci-
sion BI. Dec. 1).
And a trial to determine whether

the chemical manufacturers are

liable for damages is not expected
to begin until next year or later. •
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Read every employee
benefit ad in this issue,

then call JSK Today
Let's face it. You know what constitutes a good employee benefit program

and approximately what it costs. You know that you can be fully insured
or wholly self-insured-and that most likely you will end up somewhere

in between. Working with JSK is the logical choice because

JSK Today stands apart in the
employee benefit field.
Why? First, we have an employee benefit department staffed with spe-

cialists. Second, we are totally knowledgeable of all major employee
benefit markets. Third, we have the experience to analyze and design the

most comprehensive, yet economical program you've ever been able to

offer your employees. Fourth, James S. Kemper & Company is a long

established, reliable firm with offices in 30 major cities throughout the
United States and Canada.

James S. Kemper & Company
20 North Wacker Drive

Chicago, IL 60606
312/558-3500
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right down to the chocks
Your customer's insurable exposures begin when he arrives at the airport and

continue until he returns to a safe landing.
We at Global specialize in providing you, the agent, with down to earth aviation

insurance service. We're geared to furnish you fast, accurate quotations, complete
policy and endorsement issuance and knowledgeable claims hanciling.

We're staffed and structured to serve you because we saw a need years ago for a
sound solid insurance manager to serve smaller aviation accounts. We've been filling
that need ever since.

Whatever you require for your aviation insurance customers, call Global We
know aviation... light down to the chocks.

Blobal Aviation Insuiance Manage,s. Inc.
3000 Promenade Center/P.O. Box 5470

Richardson, Texas 75080

"We did our groundwork. Now we're taking o#"

Telephone
(21423&0110

Telex 7B1875
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From the corporate point of view, employee benefits

planning is an essential ingredient in improving overall
corporate productivity-or, helping you to improve the
bottom line. An effective employee benefits program
can do this for you by:

•Proper Benefit Package Design
•Effective Cash Management
•Alternate Sources Of Funding
•Improved Employee Communication

Crump employee benefits consultants specialize

exclusively in employee benefits planning, brokerage
and administrative services, including claims administra-
tion and self-funded benefit programs.

Contact the employee benefits consultant at the Crump
insurance office nearest you for a complete evaluation of
your corporate employee benefits needs.

Crump Associates, Knoxville, Tennessee, 615/546-6161
Crump/Central Arkansas Agency, Inc., Little Rock, Arkansas, 501/666-2828
Crump-Nashville, Nashville, Tennessee, 615/259-2410

E.H. Crump & Co., Memphis, Tennessee, 901/7614550
E.H. Crump Company of Georgia, Inc., Atlama, Georgia, 404/892-0600
Fisher-Brown, Inc., Pensacola, Florida, 904/432-7474

Kingman/Spencer Agency, Inc., Titusville, Florida, 305/267-0551

EMC

=-=:E.H.CRump
5350 Poplar • Memphis,Tennessee 38117 • 901/761-1550

5 states to ban bureau rates
Continued from page 1
Illinois, where there are no rating
laws except for workers compen-
sation. Rating bureaus file advi-
sory information only on thd loss
experience component of rate-
making.

Despite legislative inaction on

the open rating issue the past three
years, Mr. O'Connor looks for
smoother sledding ahead. "The
central question is how well the
concept sells to legislators," he
pointed out. Passage of the NAIC
bill legitimizes it, he explains.

The model bill also makes clear

that in evaluating statewide com-
petition, it is necessary and realis-
tic to consider actual markets in

various regions of the state. "The
bill we had be fore assumed a state-

wide market," Mr. O'Connor re-
ported.

"Oregon will be in the forefront
of rate deregulation for workers

compensation," predicted Wilfred
Fritz, commissioner of insurance
there. A workers compensation

task force appointed by Gov. Vic-
tor Atiyeh recommended enact-
ment ofa modified file-and-use bill

in a report last September.

Oregon currently has the high-
est workers compensation rates in
the country. It also leads the nation
in frequency of accidents-14 per
100 workers. Besides open rating,
other system reforms are being
considered to change the benefit
structure.

An omnibus bill combining rate
and benefit proposals will be pre-
sented to the legislature in Janu-
ary, Mr. Fritz says. He says there is
adequate support to enact open
rating; he also admits more contro-

versial aspects of the bill could up-
set the whole package.

Seventy percent of the insurers
in Oregon support open competi-
tion, including two of the largest
writing insurers in the state, Argo-

/1 GRUPO
,GIEGUROS
LA COMERCIAL

THE LARGEST GROUP OF INSURANCE COMPANIES IN MEXICO

"LA COMERCIAL" IS THE FIRST AND ONLY MEXICAN INSURANCE COMPANY WITH

LIAISON OFFICES IN THE U.S.A. ALSO, ONE OF THE OLDEST AND MOST EXPERIENCED.

INSURANCE AND RISK MANAGEMENT SERVICES AVAILABLE
TO MULTINATIONAL CORPORATIONS OPERATING IN MEXICO

INSURANCE

· Property and Casualty
· Life, Accident and Health

· Liability and Worker's Compensation

· Auto, Technical and Sundry Lines
· Inland and Ocean Marine

EAST COAST

SEGUROS LA COMERCIAL

ONE STATE STREET PLAZA

20TH FLOOR

NEW YORK, N.Y. 10004

TELEX # 141467

PHONE: (212) 635-0373

HOME OFFICE:

RISK MANAGEMENT SERVICES

· Evaluation of Current Protection

· Financial Counseling
. Risk Management Counseling
· Loss Prevention Engineering

· Property Conservation Programs
· Group Insurance and Employee Benefits

PLEASE ADDRESS ALL INQUIRIES BY REGION:

MID WEST SOUTH AND WEST COAST

SEGUROS LA COMERCIAL SEGUROS LA COMERCIAL

20 NORTH WACKER DRIVE 4800 SAN FELIPE

SUITE 3004 SUITE 410

CHICAGO, IL. 60606 HOUSTON, TX. 77056

TELEX # 283575 PHONE: (713) 840-7542
PHONE: (312) 236-0002

SEGUROS LA COMERCIAL, S. A.

AV. INSURGENTES SUR # 3900, MEXICQ, 22, D. F. MEXICO

naut Insurance Co. and Employee
Benefits Insurance Co., Mr. Fritz

notes. Among the major workers
compensation writers, only Lib-
erty Mutual Insurance Co., Indus-
trial Indemnity Co. and Fireman's
Fund Insurance Cos. are opposed,
he says.

Under the proposed system, all
companies selling workers com-
pensation coverage would con-
tinue to report loss data to the Na-
tional Council on Compensation
Insurance. The rating bureau
would develop "pure premium"
by classification-minus expense
and profit factors. Insurers will be
permitted to file and use rates at
this level or above without seeking
prior approval.

"If a company demonstrates
that it can profitably write busi-
ness below the pure premium
level, then we will allow it after a
review," Mr. Fritz explained. Mr.

Fritz believes some insurers might
be able to meet such standards of

profitability through superior loss
engineering on a particular risk.

"We expect to introduce a bill

that goes substantially further
than the NAIC model bill," said

Michael D. Markman, Minnesota
insurance commissioner.

After a two-year phase-in period,
the model bill prohibits rating bu-
reaus from providing advisory in-
formation that could be used in

ratemaking-with the exception o f
loss trending data.

"Our proposal will permit the
rating bureau to continue to col-
lect loss information, but not to

manipulate or trend the data," Mr.
Markman said.

He favors a system in Minnesota
that would put workers compensa-
tion on equal footing with other
commercial lines.

The measure quite likely will
pass in Minnesota with or without
a proposal to create a state insur-

ance company to sell workers
compensation, Mr. Markman said.

With a 28.6% rate increase re-

quested by insurers, business in-
terests in the state have labeled

workers compensation the most
important issue pending before
the upcoming legislative session.

"Arkansas is philosophically in-
clined to create open competition
in the marketplace," said Bill

Woodyard, state insurance com-
missioner.

Two years ago, by a unanimous

vote of the state legislature, Arkan-
sas enacted open competition in
personallines and opened the door
to rate deviations in all commer-

cial lines except workers comp.
"Today we have enough infor-

mation to advocate moving closer
to an open competition system in
all lines," Mr. Woodyard said.
Amendments will be proposed in
January, although details remain,
he said. Workers compensation is
the critical question.

"We will definitely prohibit ad-
herence to bureau rates, but the
question of prior approval is still
up in the air," Mr. Woodyard said.

Wisconsin has an open competi-
tion system in all lines except
workers compensation, reports
state insurance commissioner
Susan Mitchell.

In January, Ms. Mitchell expects
to introduce legislation that would
permit a deviation from bureau
rates for workers compensation.
"We are still discussing with in-
dustry the least disruptive way to
introduce these changes," she
added. "Elimination of prior ap-
proval will be the first step."

Ms. Mitchell says she does not
know what political reaction in
Wisconsin will be to the planned
bill. This will be the first measure
presented to the legislature pro-
posing open rating of workers
compensation insurance. .

Brokers fight rule
Continued fTom page 2

This creates more paperwork
and higher overhead, especially
for retail brokers placirig small
risks, says Walter S. Groden, presi-
dent of the surplus lines group.

Retail brokers will find it too

costly to place small commercial
and personal lines risks in the sur-
plus lines market and will stop
serving these accounts, said Mr.
Groden. This will reduce the vol-

ume of business for surplus lines
brokers, he adds.

"It puts admitted insurers be-
tween a rock and a hard place by
giving the insurance department
access to information on the risk

they rejected for underwriting rea-
sons."

Buyers using the surplus lines
market also must submit an affi-

davit to the insurance department

stating they know they are using
an unregulated insurer not cov-
ered by the state guaranty fund.

The department ignores a sim-
pler alternative proposed by the
surplus lines association, Mr. Gro-
den says. The surplus lines
broker's affidavit could be revised

to require retail brokers to type or
print the names, office addresses
and telephone numbers of unde-
rwriters who rejected certain risks,
he says.

Insurance department exam-
iners could make random calls to

these underwriters to verify

whether they declined to write a
risk listed on an affidavit, Mr. Gro-
den explains.

If a couple of the five underwri-
ters do not recall rejecting a partic-

ular risk, that probably would not
indicate an abuse, Mr. Groden

says. But if all five underwriters
listed cannot recall a risk and the

problem occurs on other risks, the
insurance department probably
has found an unscrupulous bro-
ker, he explains.

Robert Sanford, president of the
Insurance Brokers Assn. of the
State of New York, agrees with Mr.
Groden that Regulation 41 creates
more paperwork, particularly for
the broker handling small ac-
counts. However, he did not know
how much additional cost this

would cause policyholders.
Besides opposing the letters of

confirmation brokers must send to

underwriters at admitted compa-
nies, Mr. Sanford objects to re-
quiringbrokerstoverifywhethera
nonadmitted insurer willing to
write a risk has submitted its
financial statement to the insur-

ance department.
"I believe the insurance depart-

ment should put out a 'white list'
telling us which nonadmitted in-
surers we can use," he said. New
York uses a"black list" telling bro-
kers which nonadmitted insurers

they cannot place business with..

Buck interest index increases
Buck Consultants Inc.'s forward

interest rate index, a device to help
pension plan sponsors comply
with Financial Accounting Stan-
dards Board disclosure require-
ments, reached 12.8% in Novem-
ber. A month earlier it was 12.4%

The index helps pension plan
sponsors estimate their invest-
ment returns so they can compare
plan liabilities to assets. The FASB
requires financial statements to in-
clude disclosures for fiscal Yfars
ending on or after Dec. 15. .



Breeders deny liability
Continued from page 2
was stored in East Central's spe-
cial nitrogen freezer, he says.

The company, however, does in-
sure its owned-semen inventory at
its central location to a limit of

$25,000 with Farmers Mutual In-
surance Co., brokered by the Pos-
sine Insurance Agency here, Mr.
Thompson says.

Missing are 298 doses of semen
from the dead bull Oak Rag Apple
Elevation. The semen is valued at

$300 per unit. It was taken from
East Central's storage freezer Nov.
10.

Elevation's semen is priced high
because he's no ordinary bull,
sources say. He sired milk pro-
ducers that out-produced other
Holsteins by 11%. He fathered
150,000 offspring and produced

enough semen to sire 500,000 more
calves before he died in 1979.

Mr. Thompson doesn't believe
East Central Breeders Assn. is lia-

ble for the loss under Wisconsin

statute. Under duty of care, con-
tractual limit of warehousemen's

liability states, "the bailee for hire
is not the insurer, but only is
bound to exercise ordinary care
and diligence with respect to prop-
erty placed in his charge, which is
such care as men of common pru-
dence generally bestow upon their
own property similarly situated."

"The semen was stored and

handled as is our own property.

and the security was prudent," he
said. "So it appears that the coop-
erative is not liable.

"But if a test case is made out of

this, we could be dead wrong."
The owners ofElevation's semen

have no written contract with East

Central, he says. Private owners
only pay East Central a service fee
based on the depreciation of the
equipment, nitrogen cost and a
minimum administration fee that

preserves the stock.

"There wasn't anything wrong
with security at East Central, said
Mr. Thompson. The storage tank
was locked and sealed the night
the semen rustlers broke into the

padlocked freezer, he said.
The association's board of direc-

tors, however, is looking into buy-
ing an electronic burglar system to
plug into the phone system, Mr.
Thompson says. "Our industry
will spend a considerable amount
on security and insurance now
that this has happened."

This isn't the first rustling of
Elevation's semen. Back in 1977, a
janitor from Select Sires Inc.-
then owner of the bull-allegedly
stole 800 units of Elevation's se-

men from the company's Utah fa-
cility. At that time, the sperm was
worth $50 a unit.

Though the janitor was acquit-
ted in a subsequent trial, Aetna In-
surance Co. paid out $40,000onthe
loss under a fidelity bond written
for Select Sires.

Day-care center
nurtures savings
Continued .from page 3
current 40% The 1980 operating
budget is about $300,000, Ms. Nar-
ron said.

Parents pay $25 a week for one
child, $22 for a second child and

$18.50 for a third. PCA makes up
the balance.

As head of the center, Ms. Nar-
ron said she's considered part of

the company management team.
"I attend all meetings of depart-
ment heads and our budget is
priority-based, just as the budgets
of other departments are.

"I have to justify our expendi-
tures," she continued, "and I can
do that. I can show just how much

we're saving in reduced turnover,
publicity and so on."

PCA management points out
that the company considers day
care a service to employees rather

than a benefit. Of 4,000 employees
worldwide, only 140 of 1,150 at the
Matthews location take advantage
of day-care facilities.

Nevertheless, a PCA spokesman
said the center benefits all employ-
ees because employees with chil-
dren at the center provide a more
stable work force and better mo-
rale.

An April 1976 opinion survey of
PCA employees showed parents
with children at the center ranked

their level of job satisfaction at
4.33 out of a possible 5.

Since 80% of PCA's employees
at the Matthews facility are

women, many with young chil-
dren, the availability of day care
and after-school care is a major job
consideration.

One such PCA staff member is

Diane Smith, manager of interior
design. Her son attended the day-
care center for three years and now
returns daily for after-school ac-
tivities.

"The center has been my right
arm," Ms. Smith said. "It has def-
initely helped my job perfor-
mance."

Ms. Smith, who super.vises de-
sign of the company's photogra-

phy studios, has spent a lot of time
traveling during her three years
with PCA.

"With the center open from 7:45
a.m., I can catch an early plane and
if I'm late on a return flight, the
center is open until midnight," she
explained. "My son can have sup-
per there and spend the evening.'

She said her son loves the cen-
ter. "Since the center includes kin-

dergarten, he was able to attend
with all his friends," she said.
"Now that he's in first grade, he
comes back every afternoon (local
school buses drop off children at
the PCA center) and plays until I
finish work."

Director Ms. Narron is proud of
the center's educational programs.

"Teachers give vey high marks
to graduates of our program," she
said.

"About 10% of the children from

our program. receive advanced
placement when they transfer to
the school system."

In the summer, PCA operates a
day camp for school-aged chil-
dren. It includes day trips to mu-
seums, the zoo and plays at a local
children's theater.

The center has expanded consid-
erably from its opening in 1972
when two children attended. Now

the center occupies a 6,900-square-
foot building across the street
from the main PCA operations
building.

The center has a classroom for

each of seven age groups, a staff
lounge, laundry and admin-
istrator's office.

The staff of 18 includes a nurse

on duty all hours the center is
open.

Because the center is so close to

the PCA office, employees can
have lunch with their children or

join them during their breaks from
work.

"If there's any sort of problem,
the staff at the center can reach us

immediately," Ms. Smith said.

"That gives you a feeling of secu-
rity." i

"Most of this stuff has to be an

inside job, so our employees are
bonded," said Richard Chichester,
manager of Select Sires Inc.,
which grosses $12 million a year.

Kim House, Select Sires' finan-
cial analyst, says the company is
now insured to $25 per unit up to
$100,000 under fidelity bonds writ-
ten by Aetna. It isn't a lot, he says,
but the company no longer has any
Elevation semen, and other semen

isn't worth as much yet.

"It takes six years to prove a bull,
so a lot of semen isn't worth any-
thing," he said. "We throw away
about a sixth of the bull semen a

year."
There's fairly tight security on

the stock, however. There are vari-

ous codes to identify each batch of
bull semen and the tanks are

locked each night.
"Besides," Mr. House says, "you

can't carry something like this in
your pocket. You have to take it in
a nitrogen tank so as not to spoil
it." The main storage tank weighs
300 to 400 pounds and is 4 feet in
diameter. However, 5 gallon buck-
ets are available to transport the
stock. .

Accidental deaths

The number of accidental deaths

in the workplace rose slightly for
the first seven months of 1980, to
7,700 compared with 7,600 in the
same period in 1979.
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Tragedy may bring action
Continued from page 3
public access is one possible re-
quirement. The Stouffer Inn had
sprinklers in some areas of the mc-
tel, but they were not required in
the convention rooms where the

fire broke out.

Alfred DelBello, chairman of
the county executive committee in
Westchester, said sprinklers
"could have saved lives in the

meeting rooms," a statement that
has not been endorsed by fire o ff_-
cials.

Robert Bieber, Westchester
County risk manager and a men-_-
ber of the committee looking at
fire code changes, suggests meet-
ing places and hotels could be saf-
er if they:

. Alert hotel patrons to fire exits
by installing maps on the back of
the room' doors.

• Install emergency lighting.
• Train personnel to assist in the

event of a fire.

. Install railing around a room
that will lead to fire exits.

• Hold fire drills.

Other local officials have sug-
gested writing a fire code that will
cover all the contents of a hotel.

The local fire department has sug-
gested some of the materials in the
rooms gave off toxic gases while
burning.

management they will save money
and be offset by lower insurance
costs."

Fire safety expert David Lucht
ofthe WorcestefPolytechnic Insti-

tute agrees sprinklers should be an
integral part of any safety design.

"Obviously, we've heard a lot

about automatic sprinkler protec-
tion and those systems have
proven to be one ofthe most effec-
tive and realistic systems available
to prevent a major fire.

"You can talk about systems
that will work, but I think what's
needed is an engineering thing.
Typically, fire protection engi-
neers are not involved in the origi-
nal design process," Mr. Lucht

said.

"Too often fire codes are based

on bad experience. Too often they
are after the fact."

The fires in Westchester County
and Las Vegas over the past few

weeks also might give impetus to
more states adopting a model fire

code recommended by the Na-
tional Fire Protection Assn. of

Boston.

The code, which calls for a heavy
use of sprinklers, among other
safety measures, was not in effect
in either New York or Nevada at

the time o f the fires, a spokesman
for the association said.

-Stuart Emmrich and

Marv Ann Matlock

Insurance covers blaze
Continued ficm page 3
that the survivors of Nestle employees would be barred from suing
Stouffer.

Stouffer's liability coverage is underwritten by 10 insurers.
American Mutual Liability Insurance Co. of Wakefield, Mass., un-
derwrites the first $1 million layer, which includes a $50,000 de-
ductible. Mr. Santner would not disclose the other underwriters

but they are believed to be Swiss.

The property and business interruption insurance o f $30 million
was written by Lloyd's of London and brokered by Rollins Bur-
dick Hunter of Chicago, he said.

Among the dead also were 13 executives ofArrow Electronics in
Greenwich, Conn.. who were in business meetings. Connecticut's
workers compensation law provides maximum death benefits of
$285 a week for the life of the spouse until remarriage and a $1,500
funeral allotment. New York workers compensation law limits
benefits to $215 a week for the life of the survivor - or a maximum
oftwo years if he or she remarries -and a $1,250 funeral allotment.

Chubb Corp. is the workers compensation underwriter for Ar-
row Electronics. It could not be determined who wrote the workers

compensation for Nestle

A new code also may require
early-warning smoke and fire de-
tectors be installed in public
places, such as hotels, nightclubs
and restaurants.

"Financing all these goodies :s
part of the problem," Mr. Bieber
said. "You just have to prove to

Fires spur safety concern
Continued from page 3

"We think our executives are

street-wise already," Mr Keele
said. "They know how to proteit
themselves from the start.''

GM has not hesitated to respond
to dangerous situations, however.
When a rash of high-rise fires
struck Brazil several years ago
claiming many lives, GM employ-

ees in that area were given safety
reminders "to know your sur-
roundings and know where =he
fire exits are," he said.

Paul T. Backlund, manager of
loss control and employee services
for American Hospital Supply
Corp. in Evanston, Ill., echoes the
confidence that employees who
travel frequently are likely to plan
for their own safety without the

YOUR BEST STRATEGIC MOVE...

Bayly, Martin & Fay International, Inc.
International Insurance Brokers & Risk Management Consultants
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prodding of a company manual.
"Those of us who travel a lot are

more conscious. But I travel about

four times a week and I don't think

I've ever looked at a hotel ceiling
for a sprinkler system," he noted.

"I do always check out the fire
exits and make a mental note of an

escape route. It's something I
don't consciously think of. I just
do it," he added.

At General Dynamics Corp. in
St. Louis, safety officials also are
considering stuffing envelopes
with safety messages to traveling
employees, says David Lavalette,
corporate director of safety and en-
vironmental health.

A meeting o f all corporate secu-
rity and safety personnel has been
called to discuss new strategies for
protecting traveling employees.

"We'll brainstorm to see if there

are different things we can do,"
Mr. Lavalette said.

General Dynamics, among other

firms, requires all hotel facilities
for executive conferences be in-

spected for fire extinguishers, ex-
its, fire prevention methods and
availability of medical services,
Mr. Lavalette said.

IBM Corp. has a similar policy,
adds Russell De Reamer, corpo-
rate safety and industrial hygiene
manager. The facility must have a
suitable system of exits, sprin-
klers, exit signs and other fire pro-
tection devices before it is ap-
proved as a meeting site.

Safety awareness also is ex-
panding in the work place. At
Chesebrough-Pond's Inc. in
Greenwich, Conn., loss-preven-
tion manager Donald J. Ecken-
felder says corporate safety offi-
cials have begun an extensive fire
safety review of all company in-
stallations.

"The fires caused us to do a great
deal of review and rethinking," he
said. "We've started to look at

everything we've done."
Exxon Corp. in New York is

looking closely at safety as the re-
sult of high-rise fires.

"We've been aware of fire in

high-rises for some time. We have
fire drills three or fourtimes a year.
It seems like everytime we turn
around we've having another one,"
noted risk management coordina-
tor I.T. Tobye.

Mr. Eckenfelder of Chese-
brough-Pond's said that although
the fires point out the need for
traveling executives to be aware of
hotel safety, he fears there may be
unnecessary overreaction.

The public outrage may lead to
ill-conceived ordinances requiring
sprinkler systems in buildings that
don't need them, he says. In some
cases the answer may be fire-pro-
ofing concealed spaces.

In Canada, the noting of emer-
gency exits in a conference room is
as customary as the toast of guests
by the chairman, says Robert
Wright, manager-loss manage-
ment for Gulf Canada Ltd.

"I was a chairman one day and I
wouldn't tell anyone the exits un-
less I had checked them myself,
right? Well, one of them was
blocked with a huge pile of
chairs," he related.

Mr. Wright told the maitre-d' of
the problem and a group of em-
ployees was summoned to clear
the exit so the meeting and toast
could start, Mr. Wright said.

U.S. safety professionals suggest
travelers:

• Check the exits from the

rooms and the emergency exits.
. Put your room key on the

nightstand next to the bed so you
can reach for it even if you can't
see it. In case of a fire, don't go
outside the room and look yourself
out-the room may be your refuge.

. Familiarize yourself with the
room and where the windows are.

. If awakened by a commotion
during the night, determine what
the noise is about before returning
to sleep. .
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Study predicts spurt in self-funding
Continued from page 1
tive mechanism of self-insurance

and captives which occured in the
1970s and is continuing into the

1980s," Conning concluded.
Corporate spending for self-in-

surance and captives grew faster
than the overall rate (see chart).

In 1970, the money spent on self-
insurance totaled only 6% of the
real commercial market and held

steady until 1973.
From 1973 to 1980, however, the

self-insurance portion of the mar-
ket more than doubled and costs

grew to $9.2 billion from $3.4 bil-

lion. By 1984, costs should reach
$22 billion, the study predicts.

Spending on captives grew from
$1 billion in 1976 to $4.7 billion in
1980. By 1984, captive spending
will reach $12 billion, Conning
says (see chart).

Captives grew at a steadier pace,
stealing market share from insur-
ers at a rate of about 1% a year

since 1973.

"When we include the outside

business of captives, premiums
derived from nonaffiliated compa-
nies, we estimate the total pre-
mium of captives to be $7 billion,
35% from outside business.

"Outside business will increase

to 46% of captive premiums by
1984," the study predicts.

Accelerated use ofthese funding
alternatives will continue through

1984, the study predicts, further
fueling the growth of the total
commercial market and widening
the gap between insurance com-
pany premiums and the total cost
of risk funding.

"We estimate that the real com-

Risk execs

set pace
ALTERNATIVES to traditional

insurance and the risk manage-
ment profession grow hand in

hand, reports the Conning & Co.
study.

"As companies have begun to
perceive the dollar savings poten-
Ual of alternative insurance mech-

anisms, the need for risk managers
has become greater," the study
says. "Conversely, risk managers
themselves have aided the devel-

opment of more expansive and
complex alternatives to traditional
insurance."

A survey of 800 U.S. risk man-
agers revealed 80% of the respon-
dents will expand use of large de-
ductibies or self-insurance soon.

Nearly 17% of the respondents,
or 132 risk managers, currently use
one or more captives. Ninety-one
ofthe executives, or about 11% of
those responding, said it is likely
they would form a captive in the
near future.

Conning estimates there are
about 1,300 captive insurers, of
which 100 are actively underwrit-
ing commercial risks.

Electronics firm

gets $15.8 million
WINDSOR LOCKS, Conn.-Hi

G Inc. will be paid $15.8 million for
claims resulting from tornado
damage to its plant and headquar-
ters here last year.

Arkwright-Boston Manufac-
turers Mutual Insurance Co.,

which already has paid Hi G $8.1
million for physical damages, also
will pay $7.7 million in business in-
terruption coverage, says Leo
Branca, vp at Hi G.

The tornado struck the elec
tronic and electro-mechanical

parts firm and headquarters in Oc
tober 1979. •

mercial market will continue

growing faster than the traditional
market and by 1984, the real com-
mercial market will be 40% larger
than the traditional market," the
study says.

Cash-flow programs and front-
ing plans offered by insurers will
also spur the wider premium/alter-
native gap.

"This continuing growth will be
assisted by the current underwrit-
ing downturn, which we believe
will be worse than the last down

cycle," the study predicts.

"As underwriting worsens, ra-
tes will increase, markets will
tighten and commercial risks will
have the incentive to switch to al-

ternative insurance mechanisms."

Use of the excess/surplus mar-
ket will fluctuate depending upon

the market cycle, but the excess/
surplus market share should re-
bound from 1980's low of 4% to 6%

in 1984, according to the Conning
calculations.

"The excess and surplus market
is undergoing strong competitive
pressures which will probably
continue into 1981," the study
notes.

"Because of price-cutting, all
three years 1979 through 1981 will
probably come in below the $3 bil-
lion premium volume level ex-
ceeded in 1977 and 1978. It will

probably be 1982 before any signif-
icant recovery begins."

The text Ofthe Conning & Co. study
is available from Insurance Man-

agement Services, Conning & Co.,
41 Lewis St., Hartford, Conn.
06103. It costs $300.

Captive and self=insurance
growth

1976

1980

1984 estimated

1976

1980, .

1984 estimated

T Sourter·Con<*19 & CO.

Self-insurance costs

$ 3.4 billion

9.2 billion

22.0 billion

Captive premiums
from parents

$ 1.0 billion

4.7 billion

12.0 billion

% of real market

% of real market

3%

7%

10%
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Chamber prepares to sta rt comp pools

Total Pool

Premium

Investment Income*

Expenses & Reinsurance

Pool Retained Losses

Pool Loss Ratio

Dividend (Assessment)

Dividend (Assessment)

Percentage

*Assuming 7% interest rate.
Source: ISCC

Low Loss Results

$ 900,000

135,000

287,292

270,900

30.1%

479,808

53.0%

Expected
Loss Results

$ 900,000

135.000

287,292

541,800

60.2%

205,908

22.9%

...

j High Loss Results
$ 900,000

135,000

287,292

812,700

90.3%

(64,992)

(7.2)%

Continued from page 3
with pooling.

On the plus side, all savings that
arise from better loss experience
and investment income flow back

to the pool, allowing lower rates in
the future, the chamber members
were told.

In truth, however, members
shouldn't initially anticipate lower
rates than they are currently pay-
ing commercial insurers because
the pool's loss experience won't be
known, said Debra L. Baer, con-
sulting actuary with M&M. The
pool will charge manual rates with
experience modifications.

"After the loss experience is
good, the pool, through its board of
directors, can modify the class
rates," Ms. Baer said. M&M would
recommend that rates remain the

same for three to four years, with

Many Capital Returns
If you are a corporate insurance manager, con-
troller or treasurer, you know that someone
else has the advantage of earning a return on
your funds if you make lump sum insurance
premium payments.

By using a CUPAC Premium Payment
Plan, you pay for your insurance cost as it is
used, just as you would with other leased prod-
ucts and services.

Capital can be retained in your business
because of premium financing and more effec-

tively and profitably utilized in day-to-day
investment opportunities to generate many
capital returns to your business.

If you would like to learn more about
CUPAC's many customized premium payment
plans, where theyare available and how to profit
from them, call toll-free (800) 225-6284 and you
will be referred to the CUPAC office nearest

your business. You may also write to us at
CUPAC, Inc., Executive Offices, Federal
Reserve Plaza, Boston, Massachusetts 02210.
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CUPAC, INC. Executive Offices, Federal Reserve Plaza, Boston, MA 02210

dividends expected to come in the
fifth year of the pool, she said.

"The pool can also make a profit
in its investment income, while it
may not be making an underwrit-

ing profit," she said.
Group self-insurance allows the

"unbundling" of insurance ser-
vices and the individual purchase
of only those services specifically
needed by the pool, she noted.

The direct relationship between

workers compensation costs and
loss experience creates a greater
incentive for loss prevention than
traditional coverage, she added.

On the negative side, members
do assume the risk that the loss ex-

perience will be poor and there
won't be enough funds to pay
losses. Even though excess insur-
ance would be purchased to limit
the pool's liability, it's possible an
end-of-the-year assessment could
be levied against the members (see
chart).

There is also a greater demand
for the employer to spend his own
resources to keep exposure infor-
mation current and to work with

service people to control costs,
said Dick Schlosser, manager of
casualty and loss prevention at
M&M.

"When you self-insure, you
make a commitment for more time

to do things in the pool and to
share in the activities," Mr. Schlos-
ser said.

Employers also should realize a
new visibility in the claims adjust-
ing process can be beneficial, but
also can cause problems if the
employee's claim is refused, he
said,.

The chamber and the Illinois
Manufacturers Assn. have been

studying group self'-insurance
since September, when workers
compensation reform measures
were signed into law.

The proposed insurance depart-
ment regulations require each em-
ployer in the pool to have a mini-
mum of 20 employees and a mini-
mum payroll each of $250,000. In
addition, pools would have to have
a minimum total payroll of $10 mil-
lion.

Interested employers are being
asked to supply their most recent
workers compensation premium
audit form and a letter of authori-

zation that would allow M&M to
request additional data from the
insurance rating bureau. •

comings &
goings: industry

M&M taps
Clements

NEW YORK-Robert Clements
has been named chief executive

officer of Marsh & MeLennan Inc.,
the brokerage subsidiary of Marsh
& McLennan Cos. Inc., effective
Jan. 1.

Mr. Clements will remain presi-
dent of the nation's largest broker.
The position of chairman of Marsh
& McLennan Inc. is being abo-
lished Jan. 1, when chairman L.
Patton Klein becomes president of
Marsh & MeLennan Cos. Inc.

Insurer changes
Henry U. Harder, president of

Chubb Corp., named chief execu-
tive officer of the New York firm.
Mr. Harder joined Chubb in 1948
and was elected president in 1977.
William M. Rees, who formerly
held the chief executive post, will
continue as chairman. .
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Low rates, high losses hurt U.K.
By ALAN J. CLIFTON earnings this year CU's net income could /
and PHIL V. OLSEN be as much as 15% lower at $185 million (78

Special to Business Insurance million pounds), while for Royal, a decline
BI ticker

of about 9% to $160 million (68 million

LONDON-Cheap insurance prices in the pounds) seems likely overall results Indeed, for some groups, in- $100,000 of commission income is, for ln-
United States and bad underwriting results British insurers typically gather two- vestment income on technical reserves is stance, worth about 10% less in sterling
in Canada and Australia are squeezing Brit- thirds of their net premium income from being wiped out by underwriting losses- terms now than 12 months ago
ishinsurers and brokers this year Next year abroad North America is responsible for and that really does hurt Thus, revenue growth is being restrained
will be even worse around half of this overseas total But the U K insurers can at least point to significantly and, in the first six months of

The year 1980 is proving tough for British Given this business profile, British insur- other countries where experience has been 1980, Sedgwick (the largest U K broker
property/casualty insurers, but they should ers are much more m fluenced by what lS better The home market, helped by a rela- with total commissions of around $235 mil-
emerge with their total earnings more or happening generally on the worldwide in- tively mild winter in 1980, certainly has re- hon, fourth in size only to Marsh & McLen-
less intact The full impact of low rates in surance scene than they are by what is hap- turned reasonably good figures and results nan, Alexander & Alexander and Johnson
the North American insurance market will pening in Just their own backyard Under- from European underwriting, with one or & Higgins) secured an increase of Just 4%
be felt next year writing results this year from the U K have two exceptions, also have improved Minet's six-month brokerage performance

Despite a proJected two-thirds leap in to'- again been broadly satisfactory, but those The story for British insurers so far this was even worse, with a decline of 2% Else-
tal underwriting losses this year for the from overseas have been dreadful year is a mixed one In total earnings terms, where among the U K brokers, however,
seven British insurers whose stock prices the year is proving to be flat, with higher some spirited new business production for
are regularly featured in the BI ticker, their rrhe worst trouble spots in 1980 have un- underwriting losses offset by increased in- Willis Faber and C E Heath generated bro-
pre-tax mcome this year will increase to 1 doubtedly been Australia and Canada vestment income In this picture, the cur- kerage growth of 13%and 10%, respectively
$139 billion (586 million pounds sterhng) In the first half of the year, our seven insur- rent downswing in the U S underwriting
from $1 28 billion (578 million pounds) m ers recorded aggregate losses in each terri- cycle is starting to affect results, but the real
1979 Not every insurer, however, will be tory, respectively, of $30 million (124 mil- impact will come next year when experi- Profit-reductions have been insulated to

some extent by the Lloyd's brokers'
able to hold its net income unchanged lion pounds) and $25 million (10 5 million ence is expected to be much tougher greater diversity of industry activity-inc-

Those whose names are most familiar on pounds) on net premium incomes of some At the nine-month stage, combined ratios luding insurance agency and company
the U S insurance scene-Commercial $240 million (102 million pounds) and $445 for the three leading British insurers with groupings-but the first-half pre-tax profit
Union and Royal- are plainly the most vul- million (187 million pounds) U S operations were 104 9% for Commer- trends present pretty gloomy reading
nerable to the current downturn in North And believe lt or not, the evidence from cial Union, 103 5% for Royal and 101 4% for Working through the companies we
American experience As their recent third- the third quarter is that, as in the American General Accident, among them spanning monitor and excluding Hogg Robinson,
quarter results showed, these two compa- market, the scale of loss-making has in- the average experience of all American whose results have yet to be announced,
nies m particular look set to reveal lower creased a good deal further The combined property/casualty insurers in the year to pre-tax profits were as follows C E Heath,

ratio for the Canadian insurance market, for date $11 6 million (51 million pounds), down
Alan H Chjton and Phd V Olsen are ana- example, is expected to be around 110% for If you think the U S brokers are having a 14%, Alexander Howden, $25 2 million (11 1
ll/sts unth London-based Kitcat & Alticen. 1980 And 1981 probably will be even worse tough time, pity the Lloyd's brokers De- million pounds), static, Mmet, $9 1 mnlion
They will report quarterly on the British vn- Although these markets are of limited spite their well-developed worldwide (4 million pounds), down 25%, Sedgwick,
surance zndustrv for Business Insurance, tn proportions in their own right, at the margin spread of interests, their fortunes are geared $52 million (22 9 million pounds), down
addition to supplytng weekiy earnings re- for the British insurers, their scale of losses very significantly to the United States as a 10%, Stenhouse, $7 7 million (34 million
ports on Bntish companies for BI ticker is sufficient to have a material impact on source of business and the soft market lS pounds), down 16%, Stewart Wrightson,

putting even greater strains on their profit- $8 2 million (3 6 million pounds), down 15%,
ability than for their U S counterparts and Willis Faber, $27 milhon (119 million
Competitive pressures in the insurance pounds), up 19%

British Issues marketplace and the resulting deflationary Willis Faber's stock market rating is
trend in rates are just one facet of the prob- clearly riding high on hopes that its unique

1 Week 1 Week lem for Lloyd's brokers success in the first half can be sustained

12/10 Price P/E Div. Yield High-Low BrOkerS Price P/E Div. Yield High-Low Although Lloyd's brokers act primarily in during the remainder of the year, while
Companies pence pence % pence pence pence pence % pence pence a retail capacity in the domestic U K mar- throughout the group, investors still seem
Commt Union 137 72 14 57 107 140-136 CE Heath 178XO 87 1387 78 185-178 ket and in other foreign territories, their ac- to be betting that evidence must soon
Eagle Star 235 81 14 28' 61 246-235 Hogg Robinson 111 82 814 73 115-111 cess to U S business sources is primarily emerge that insurance markets are going to
Gent Accident 312 80 1824 58 322-312 Alex Howden 96 80 1000 104 96- 95

wholesale in character When underwriting tighten up and that sterling will not always
Gdn Royal Exch 312 82 2071 66 322-312 JH Minet 90 108 645 72 91- 89

conditions are as soft as they are now, both be quite so strong
Phoenix 256 80 2000 78 262-256 Sedg Grp 122 11 2 7 14 5 8 123-122

the mauor and the smaller U S producers
Royal 396 88 32 17 8 1 403-395 Stenhouse Hlds) 89 82 646 72 89- 85 It is to be hoped that they are right In the
Sun Alliance 744 10 1 42.14 5 7 754-744 Stew Wfightson 198 82 1714 8.6 202-198 need their services to a lesser degree-hurt- medium and longer term, some o f the

Willis Faber 266 118 1614 61 270-266 ing their business volume On top of that, Lloyd's brokers will be wondering Just how
XD Ex-dividend thestrengthofsterling against the US dol- well they will fare in the polarization of
Source Phtlip Olsen/Alan Cliflon, Insurance Industry Specialists Kitcat & Aitken Stockbrokm, London lar has further eroded the value of commis- trans-Atlantic broker relationships that

mons earned on such U S -source business, have been taking place .
-

-

Bl Industry Stock Report < Bl Insurance Index 
DEC 9. 1980 12/3/80 THRU 12/9/80 DEC 9,1980 12/3/80 THRU 12/9/80

Insurance Cos Price % Chg PE $ Div :Yld High Low Vol (000) Price 96 Chg P/E $ Div % Yld High Low Vol (000)

Aetna Life & Cas Co NYSE 3188 44 4.8 212 67 32.38 31.88 520.1 Statesman Group Inc OTC 575 -42 43 015 26 6 00 5.75 97

American Bankers Ins Co Fla OTC 6.37 0.0 12.5 0.44 6 9 0 00 ....... 0.0 Tokio Marine & Fire Ins Co OTC 149.87 4 2 16 6 1 03 0 7 149.88 145.50 18 3

American Finl Corp Ohio OTC 24.25 -4 0 46 050 21 25 50 24 25 26 5 Travelers Corp NYSE 36.50 -2.0 4.1 2.48 6 8 37 00 36 50 3276

American Gen Ins Co NYSE 35.50 0.7 56 100 28 35 50 35.00 158 6 United Fire & Cas Co orc 2800 00 77 090 32 28.00 28.00 12

American Indty Finl Corp OTC 14.25 -3 4 47 112 79 14 75 14.25 98 United States Fid & Gty Co NYSE 39.00 -0 3 44 280 72 40.00 39.00 174 6

American Intl Group Inc OTC 6425 -37 90 050 08 67.75 64.00 274 7 United Svcs Life Ins Co OTC 16.00 -2 3 58 0.96 60 16.38 16.00 27 7

American Natl Ins Co OIC 12.63 -1.0 53 068 54 12 88 12 63 710 Uslife Oorp NYSE 1962 2.6 49 072 37 2000 1950 202 6
American Sts Life Ins Co OrC 19.00 0 0 7.9 0.64 3 4 19 00 19.00 00 Washington Natl Corp NYSE 38 SO -0 3 7.9 1 50 3 9 40 75* 38.50 158 7 165

Aneco Reins Ltd OTC 512 -47 00 000 00 5 50 513 166 8 Zenith Natl Ins Corp orc 17.50 -5 4 13 9 0.50 2 9 19 75 17.50 61 2

Appalachian Natl Corp orc 212 0.0 61 005 24 213 213 03 - -

\

INSURANCE COMPANIES AVERmE 70 39 160*-

Avenco Corp AtEX 850-56 73 050 59 9 00 8 50 18 3

Banks Iowa Inc OTC 2650 00 42 132 50 26 50 26 50 41

Bitco Corp OTC 3850 -25 61 168 44 39 SO 38 SO 12 9 Agents/Brokers 1.0

Carolina Cas Ins Co OTC 1025 0.0 4.4 0.32 31 10 25 10.25 13

Central Natl Finl Corp OTC 11 00 -2 2 43 050 45 11.25 11.00 13 Alexander & Alexander Sves arc 2825 -17 92 164 58 29.00 28.00 277 4

Baldwin & Lyons Inc OTC 2915 -0 8 55 080 27 30.00 29.75 70 150

Chubb Corp OTC 3625 1.8 4.6 268 74 36 38 35.63 113 2 Corroon & Black Corp NYSE 23.00 -4.2 93 172 75 2413 23.00 321

Combined Intl Corp NYSE 17.63 -0 7 52 160 91 17 63 17 38 178 8 Crip E H Cos Inc OTC 13.37 -3 6 11.6 0.36 2 7 13 88 13.38 74

Connecticut Gen Ins Corp NYSE 42.00 -51 5.7 1.52 36 44 63 42.00 123 5 Hall Frank B & Co Inc NYSE 2187 0.6 7.5 154 70 22.75 2188 49 0 145

Continental Corp NYSE 23.13 -41 50 220 95 23 50 23.00 143 6

Crawford & Co OK 1850 -51 145 048 26 19 50 18.50 61 Integrated Res Inc AMEX 19.75 -9 7 99 000 00 2175 19.50 93 6

James Fred S & Co Inc NYSE 2288 41 86 160 70 23.00 22.63 28 3

Crown Life Ins Co OTC 97.00 1.6 703 240 25 97 00 95 50 0.8 Marsh 6 Mclennan Cos Inc NYSE 28.75 -50 91 200 70 29.88 27.75 200 7 YA#·40488
Crum & Forster NYSE 23.88 -0 5 4.5 144 6 0 24.13 23.50 239 3 Pennoorp Fincl Inc NYSE 7.00 00 51 016 23 7 38 6.88 2916

Employers Cas Co OTC 4000 -12 66 120 30 40.50 40.00 92 Reed Stenhouse Oos Ltd OTC 12.25 0 0 10 3 0.56 4 6 12.50 1213 19 6

Egulfax Inc NYSE 21 87 -2 8 71 240 11 0 2213 21.88 116
1

Farmers Group Inc OTC 26.13 -67 82 100 38 27.75 2613 295 0 Rollins Burdick Hunter Co arc 2100 -12 95 124 59 2150 20.75 28 2

- -

First Oolony Life Ins Co OIC 32.00 -3.0 11 8 0.80 2 5 34.00 32.00 9 8 AGENTS/BROKERS AVEREE 83 51 The downward spiral continued last week for
Foremost Corp Amr 010 2075 -0.6 7.4 060 29 20 88 20.75 13 5

Great West Life Assurn Co OTC 20000 00 99 800 40 20000 20000 00 insurance industry stocks with the Business
Hanover Ins Co OTC 41.00 -4.1 38 072 18 42 75 40.75 18 5 Conglomerates/Holding Cos /nsurance index dropping to 157 from 160.2,Hartford Steam Boiler Insptn arc 32.50 -9 1 68 240 74 35 50 32 50 66

American Express(Pireman's N) NYSE 35 25 -3 4 6 9 2 00 5 7 36 88 34 25 355 4 the lowest level since late last August. It is 13
Integon Corp NYSE 37.50 2 7 13 3 0.52 14 37 75* 36.75 234 9 Anderson Clayton(Ranger/PanAm) NYSE 21.63 -1 1 57 120 55 22 00 21 38 69 8

points below the 1980 high of 170 reached inJefferson Natl Life Ins Co OIC 3800 -84 140 064 17 41 50 37 50 11 2 Armoo Ing NYSE 3501 0.0 68 164 47 40.00 35.00 304 1

KIper Corp OTC 30 25 0 4 4 4 1 40 4 6 30 38 30 25 21 0 City Investing Co (Home Ins ) NYSE 22 25 -5 3 5 0 1 50 6 7 23 SO 21 75 385 0 September and October. The base of 100 was
Lincoln Natl Corp Ind NYSE 3800 13 53 300 79 39.25 37.88 701 CNA Finl Corp (CNA) NYSE 16.83 -3 6 47 000 00 17.38 16 50. 15 8

Mgic Invt Corp NYSE 28.00 -2 6 7.9 1 12 4 0 29.75 28.00 293 7 at year-end 1978. Forty-eight stocks dropped,
Control Data (Comil Credit) NYSE 67.37 -3 6 8 7 0 60 0 9 69 75 67 00 428 8 only 12 increased and 13 were unchanged.

Mission Ins Group Inc NYSE 34.13 -39 7.0 080 23 35 50 3413 77 General Re Corp NYSE 46.50 00 00 000 00 48.88 46.50 97 2

Nationwide Oorp Ohio OTC 19 75 0.0 50 0 66 3 3 19 75 19 75 5 7 INA Corp (Ins. Co of NA) NYSE 36 75 -0 7 53 2.20 6 0 37 00 36 38 247 5 Showing the largest declines were: Armco
Northwestern Nati Life Ins OK 2425-40 52 125 52 25.00 24.25 731 ITT (Hartford Group) NYSE 27.62 -7 1 53 260 94 30.25 27.63 881 1 Inc., 11.9%; Integrated Resources Inc., 9.7%;
Ohio Cas Corp orc 3275 31 53 176 54 33.00 32.00 90 4 Reliance Group Inc NYSE 7125 40 28 300 42 72.50 7125 18 4

Hartford Steam Boiler, 9.1%; Jefferson Na-
Old Rep Intl Corp OTC 14.63 35 37 092 63 15 25 14.63 691 Sears Roebuck & Co. (Allstate) NYSE 14.75 -3 3 80 136 92 15 13 14.75* 2,040 0
Pinehurst Corp OIC 5.75 -4 2 10 6 0.00 0 0 613 5.75 29 3 S & H Co. (Bayly Martin 6 Fay) NYSE 23 38 -6 5 11 6 1 00 4 3 25 50 23 38 419 tional Life Insurance Co., 8.4%, and Preferred
Preferred Risk Life Ins Co arc 1725 -68 62 064 37 18 75 17.25 3.9 Teledyne Inc (Argonaut) NYSE 21750 24 97 000 00 22288 21325 2861 Risk Life Insurance Co., 6.7%. Tokio Fire &
Provident Life & Ace Ins Co OrC 4225 -06 55 188 44 42 75 42.00 33 3 Trans=erica Corp (Occidental) NYSE 17.75 -2 1 49 128 72 18.13 17.75 381 7
Republic Natl Life Ins Co OTC 24.12 0 0 13 4 0.70 2 9 24 25 24.13 153 7 - Marine Insurance Co. showed the largest in-

CONGLOMERMES-006 AVERAGE 67 28 crease at 4.1%. All others were less than 4%.
Ryan Ins Group Inc OTC 2950 00 8.8 012 04 29 50 29.50 12

St Paul Cos Inc OTC 36.25 18 49 232 64 36 25 35.75 94.4 The New York Stock Exchange dropped 4.9%,
Safeco Corp OTC 32.25 -3 0 49 200 62 3313 3188 1718 the Standard & Poor's index was down 4.7%
Sri Corp OTC 27.25 -09 50 120 44 27 50 27 25 10 8

Seibels Bruce Group Inc OTC 22.00 -1 1 39 100 45 22 38 22.00 15 6 System des:gn Altman Information Systems and the DOW Jones Industrials dropped 4.1%.



TheAmericant/1/orker.

Heholds the white-hot molds forAmerica inhis hands...
Foralmost 100yearsnow, we'vebeen

insudng America's most valuable resource:
her workers.

During that time, we've discovered some
very e#ective ways to help American business
hold down thecost of insurance. Loss Control
is one way.

Our Loss Control Consultants can help
you to identih/ hazardous conditions atyour
plant-before they turn intoaccidents. That,
in turn, am reduce claims andsubstantially
loweryournetinsurancecosts.

Loss Con trot. It's one way tocut thecost
ofbusiness insumnce. There aremanyothers.
Call or write us today and we'll share them
with you.

American
AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

Helping America make intelligent insurance decisions since 1887.


