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Cabbage Patch coverage
extends from ship to shore

By STACY SHAPIRO

LONDON-Lots of kids come with adoptior papers, but how
many do you know who have ocean and inland marine policies, a
manufacturers output/difference-in-conditions policy, a foreign
property policy and a business interruption policy attached to them?

Well, the Cabbage Patch Kids do.
In case you have not talked to a youngster in the last six months

and have not seen a television news show, heard a radio newscast or
read a newspaper or magazine in the last two months, the Cabbage
Patch Kids are the hottest Christmas gift item around-and are vir-
tually impossible to find in any store.

The soft-sculptured dolls, which really can't be described as
pretty, are the brainehildren of Xavier Roberts, a 28-year-old mil-
lionaire in Cleveland, Ga.

The Kids are one-of-a-kind "little people" that come with adop-
tion papers. Mr. Roberts used to produce the dolls by hand and
charged a $125 "adoption fee."

But last year, Mr. Roberts sold franchise rights for a less-expensive
version to Coleco Industries Inc. of Hartford, Conn., which is now
mass-producing the Kids through three subcontractors in Hong
Kong and selling them for $20 to $30 each.

Although earlier this month Coleco did charter special flights to
the Orient to import more of the Kids to the states quickly when
offers to "adopt" them greatly surpassed the supply available, the
Cabbage Patch Kids normally make their journey to the United
States by ship and then are trucked to retail outlets.

A master ocean cargo insurance policy written by Great American
Insurance Co. of Cincinnati protects the Kids as they sail the high
seas.

And, when the Kids see the United States by truck en route to
retailers, they are protected under an inland transit cargo insurance
policy written by Royal Insurance Group for all of Coleco's products,
explains Don Brodasky, who has been Coleco's corporate risk man-
ager since last fall.

Throughout their U.S. journey, the Kids also are insured under
Coleco's manufacturers output/difference-in-conditions policy writ-
ten by Industrial Risk Insurers.

This policy covers all of Coleco's finished stock for all risks in the
United States. Depending on the prod-

uct, policy limits range from $3 million
b.. to $200 million.

Although more than one person
-     during this holiday shopping season

has been heard to say he or she
would pay anything to get a Cab-
bage Patch Kid, the insurers don't
value the individual Kids all that

much.

As hard as it might be to
tell this to a mother who has

Continued on page 59

update

Latest aviation claim pushes
'83 losses over $320 million

LONDON-The fourth major avia-
tion disaster in three weeks will push
1983 aviation hull and liability losses
over the $320 million mark, London
aviation underwriters say.

Last week, a Boeing 707 owned by
Transportes Aereos Mercantiles Pan
Americana, a Colombian cargo car-
rier, crashed into a factory upon take-
off from Medellin, Colombia, killing
50 people, mostly factory workers.

Continued on net page

FM insurers abolishing
premium deposit plan

By LEN STRAZEWSKI

BOSTON-The Factory Mutual System is dumping
the last vestige of its ancient and controversial pre-
mium deposit plan, the mutual property insurers an-
nounced last week.

In place of the 140-year-old plan that required buyers
to pay up to five times their annual premium cost in
advance for a three-year policy, the four Factory Mu-
tual insurers, which specialize in highly protected risks,
now will allow policyholders to pay annual premiums
based on standard rates and receive a 15% annual divi-
dend.

"In effect, policyholders will finally be paying a pre-
mium to us much the same way they pay a premium to
a stock insurance company," explains James V. Fet-
chero, senior vp of finance for Arkwright-Boston Man-
ufacturers Mutual Insurance Co., the first of the group
to publicly announce the change.

"The change will reduce the amount of money poli-
cyholders must pay in advance to receive coverage
from us, shorten the payment term from three years in
advance to one-year prorated installments and commit
us to returning a 15% dividend at the end of the three-

year policy period."
The new "Term Premium Payment Plan," as it is

called at Arkwright-Boston, is similar to premium pay-
ment plans in use at other mutual insurance com-
panies.

Allendale Mutual Insurance Co. of Johnston, R.I., an-
other FM insurer, calls its new program the "85-15"
plan.

Mutual insurance companies, which by definition are
owned by their polieyholders, generally charge an an-
nual premium based on an underwriter's judgment of
loss costs and overhead and then return a cash dividend

based on underwriting profits and investment income.
In response to a long and damaging sentiment from

buyers opposed to the large premium deposit.
Arkwright-Boston and Allendale, plus Protection Mu-
tual Insurance Co. of Park Ridge, Ill., and Phildelphia
Manufacturers Mutual Insurance Co. of Philadelphia,
developed the new payment plan and quiety began in-
troducing it to renewing polieyholders last month.

"What we have done is remove a major impedimen:
in the marketplace," Mr. Fetchero says. "We have

Continued on page 61

Employers' groups nationwide use different tactics
to persuade providers to contain health care costs

By RHONDA L. RUNDLE

6 Coalitions:

.
Arizona employers are mad as hell about high

hospital costs and they aren't going to take it any-
more.

Instead, they are pitching their program to con-
tain soaring hospital costs directly to the voting
public.

If its 1,300 employer members can gather
enough qualified signatures before the July 5
deadline, the Arizona Coalition for Cost Effective
Quality Health Care will succeed in putting two of
its proposals on next November's ballot.

One of these initiatives would amend the state
constitution to regulate health care institutions.
The other would establish the Arizona Health Care
Authority to implement review of future hospital
expansion and prospective pricing tied to treat-
ment groups.

At the other end of the country, employers in
the Miami area are taking strong action of a differ-
ent sort to cope with the hospital cost issue.

They have pinpointed 17 "cost-effective" hospi-
tals in a three-county area through statistical anal-
ysis of employee medical bills and will begin re-
warding those facilities with more patients.

The two-year data collection project of the South
Florida Health Action Coalition gives employers
comparative cost information about hospitals and
physicians favored by their employees. This infor-
mation arms them with a powerful decision-mak-
ing tool to evaluate the relative efficiency of local 
providers.

And major coalition members, including Ryder
System Inc., Florida Power & Light Co. and
Southeast Banking Corp., are expected to use this
tool soon by extending financial incentives to their
employees to seek medical care through a panel of
hand-picked providers.

On Jan. 1, the Dade County Public Schools and
the School Board of Broward County will pave the
way by offering their employees medical care .
through a preferred provider organization. The
PPO includes hospitals and physicians that have
entered into contracts negotiated with the coalition
and signed by the school boards.

The activities of the Arizona and South Florida

business coalitions are among the most dramatic
examples of how these grass-roots organizations
are beginning to affect the health care delivery 1
systems of local and statewide communities I

Continued on page 55

IIIIlIIIIIIIIIIIIIIllllIllSllIIllllSIIIIIlI



/

2 / business insurance, December 19, 1983

update Liability insurers happy to see Santa
By BILL DENSMORE $500,000 worth of coverageCrash increases aviation losses Gainsco got into the busi-

Continued from previous page NORTH POLE-Yes, Virginia, even Santa Claus ness of writing Santa*rs=R /,7 6 ',*4
must buy insuranceThe hull is insured for less than $5 million and the carrier has

more than $100 million in liability coverage, says a spokesman for It should be comforting to know, however, that dent, explains Jack John- 7 <-97- n 3lle*3)
Thos R Miller & Son (Reinsurance Brokers) Ltd, TAMPA's Lon- old St Nick seems to be a pretty good risk Some of son, the company's vp of mar- V < -=K /7 _ fi' Zr

the folks who cover his annual Christmas Eve Jaunts keting Insurance agents han- 717/Fl)-tdon broker The coverage is written by Compania Agricola de Se-
say they've never received a claim dling other types of business cover- 4/Ul A Jguros, a Colombian insurer, and primarily reinsured in the London itmarket through Royal Insurance PLC "Thank God, nobody's sued Santa Claus yet," says ages for retail stores or shopping
Joseph Macchia, president of Gainsco Inc, a spe- malls sought the insurance for spe- 4 4- -

GM to appeal $5 million award cialty-lines marketer based in Fort Worth, Texas, cial non-employees hke Santa whot 4-
that actually keeps liability rates on Santa-related only come around once a year USCS:;2.

DETROIT-General Motors Corp will appeal a North Dakota risks m its underwriting manuals '*Usually a contractor for the mall y '21-'{X><36)

Jury ruhng that orders the automobile manufacturer to pay $5 025 General Agents Insurance Co of America Inc of wants a $500,000 in coverage," says »'«A 52*\
Oklahoma City, a specialty lines insurer that 15 Mr Johnson "So you ask him if he's 3.

million to an injured woman and her husband The Jury ruled that
owned by Gainsco, writes the liability policy that had any bad experience with Santa ,*r·- ffGM knew that the 1980 Chevrolet Citation, the car in which the f

woman was injured, was sold with defective brakes covers "any liability that Santa incurs as a result of before You can't really do too much f>25/5 0 l
GM has 30 days to appeal the Judgment, which was signed Dee 9 being Santa Claus ' The policy costs about $150 for Continued on page 60 a# Wl

1

If the appellate court upholds the ruling of the U S District Court of
North Dakota, GM may be able to tap ltS product liability insurance
to pay the award

GM refused to disclose the details of its product liability coverage, Loss of trial judge, law firm
but a spokesman said, "We do have product liability insurance Let's
just say we're presumably covered "

In the 1980 accident, Vivian Sprynczynatyk suffered injuries to
her spine that left her a quadriplegic after the car overturned be- may delay MGM litigationcause the brakes allegedly locked The jury awarded $4 5 million to
Ms Sprynczynatyk and $525,000 to her husband, Paul, for loss of
consortium The couple had sought $5 5 million in damages By BILL DENSMORE sulting with the court before discussing Mr Morns' al-

Some 240,000 other GM X-body cars manufactured before August leged request to arrange a consulting agreement with

1980 are currently on the roads Although the company would not LAS VEGAS, Nev -A strange turn of events in the INA for $1 million
say how many other lawsuits are pending that involve X-body cars, MGM Grand Hotel property coverage litigation earlier Mr Morris, formerly vp of construction for the hotel

one attorney in the Sprynczynatyk case said he knew of approxi- this month leaves Insurance Co of North America company. supervised both the original construction of
mately 60 others without counsel and the litigation itself without a the MGM Grand Hotel and its reconstruction after the

Judge fire, which killed 84 people and injured about 600 Mr

Lloyd's gets Howden report First, U S District Judge Harry E Claiborne disqua_ Morris resigned his post in 1982 and reached a consult-
lified lawyers for INA, a CIGNA Corp affiliate, ruling ing agreement with MGM He terminated that contract

LONDON-The Investigations Committee of the Council of that an INA lawyer had improper contact with a for- at the end of August, after his attorney contacted the
Lloyd's of London lS now reviewing a report by outside investiga- mer MGM construction expert INA lawyer

tors on alleged improprieties at Alexander Howden Group PLC The order was signed by Judge Claiborne Dec 8- MGM says Mr Morris was helping it prepare for the

and Posgate & Denby (Agencies) Ltd, two companies at which Ian Just hours before he became one of the few sitting fed- Continued on page 60

R Posgate served as an underwriter eral Judges in the nation's history to be indicted

The report is the product of the first part of an investigation com- Judge Claiborne, 66, pleaded innocent last week to a
mismoned by Lloyd's into the alleged misappropriation of under- seven-count indictment on charges of bribery, obstrue- RIMS reception to aid
writing funds by Mr Posgate and four other ex-Howden officials tion of justice, fraud and making false statements on a

(BI, Dec 13,1982) The probe is being conducted by trial lawyer tax return and a Judicial ethics statement The indict- scholarship program
Peter Millett and Nigel Holland, a partner at the accounting firm of ment alleges he solicited and received a $30,000 bribe in

Ernst & Whinney a case unrelated to the MGM litigation NEW YORK-The 22nd annual Risk & Insur-

In addition, a Lloyd's Council subcommittee last week suspended Immediately after his indictment, Judge Claiborne, ance Management Society conference will open
Mr Posgate from underwriting for another six months after his who is presiding Judge of the federal court in Las in New York City Sunday evening: April 1, with l

current suspension expires Dec 26 He has not been allowed to un- Vegas, took a voluntary leave of absence its traditional reception, but this year the event

derwrite for more than a year INA said last week that it would appeal Judge Clai- will be a benefit for the Robert S Spencer Me-
borne's order dismissing its counsel, and attorneys con- morial Foundation scholarship fund

Nutter to head Alliance nected with the case said the disqualification and Judge rRIMS 15 pledging $75,000 to sponsor the recep-
Claiborne's withdrawal would almost surely result in tion and is inviting additional contributions from

SCHAUMBURG, Ill -Franklin W Nutter, 37, president of the another postponement of the trial, now set for Jan 31 RIMS chapters, insurance companies, brokers
Reinsurance Assn of America, will become president of the Alh- The trial was originally scheduled to begin Dec 6 and other interested companies. Individuals also t

ance of American Insurers at its May annual meeting INA officials could not be reached for further com- may contribute i

Mr Nutter, who has been RAA president since 1981, will serve in ment It's not known if the insurer has hired a new law All proceeds beyond the cost of the reception
the interim as senior executive vp of the Alliance Before joining the firm will go to the Spencer scholarship fund, which
RAA in 1978 as general counsel, Mr Nutter was general counsel The disqualified law firm-Cozen, Begier & O'Con- provides funds for college students majoring in t
with the National Flood Insurers Assn in Washington, D C nor of Philadelphia-had spent more than 10,000 hours risk management and insurance studies

Mr Nutter will succeed Paul Wise, 63, who will serve as chairman preparing INA's argument that the loss from the No- And, at the very least, 50 cents of every dollar

of the board, a new position, until his retirement in August 1985 vember 1981 fire at the MGM Grand Hotel in Las contributed will go to the scholarship program, f
Vegas does not reach as high as the excess property says Ron Judd, executive director of RIMS

Baldwin claims changes asked layer INA wrote for MGM, which begins at $175 mil- "If we get a lot of money in, it will be 90 cents f
lion MGM has pegged the loss at $211 million (BI, Nov on the dollar," he adds.

PHOENIZ, Ariz-The Arizona Insurance Department lS seeking 21, Nov 7, Aug 1) RIMS did not sponsor a Sunday evening gath-
t

modifications in the claims procedure contained in Arkansas and In his disqualification order, Judge Clatborne calls ering at its annual conference last year in an ef-

Indiana regulators' plan to rehabilitate Baldwin-United Corp 's sin- MGM employee George L Morris a "hired gun" who fort to control costs, but registrants missed the 
gle-premium deferred annuity insurers was trying to sell his testimony to the highest bidder gathering.

Two B-U insurers, National Investors Life Insurance Co and Uni- when his attorney contacted Stephen A Cozen, INA's Continued on page 60 C
versity Life Insurance Co, are now being rehabilitated by Indiana lawyer, with an offer to Join INA's defense effort

and Arkansas insurance regulators, who are monitoring claims col- However, the Judge says Mr Cozen erred oy not con-

lection and payment procedures In a letter to those state offices,
Arizona Director of Insurance J Michael Low asked for a series of

changes in claims application procedures Suits may aid Shell's pollution claim ]
The modifications, he explained, are designed to benefit the in-

surers' 11,900 policyholders in his state
By RHONDA L. RUNDLE from 1947 through 1982 6-

The modifications include

• Permission to process claims from policyholders prior to July The state of Colorado is suing Shell for soil and

13 Arizona regulators note that many policyholders, including some SAN FRANCISCO-Two lawsuits filed by the U S groundwater contamination at the same site and is ask-

state employees who had purchased retirement annuities from the Justice Department and the state of Colorado against ing for damages up to the current statutory maximum

insurers, lost the right to transfer their annuities to another insurer Shell 011 Co may help the company to obtain a spee- of $50 million per release of hazardous substances, sub-
dier court ruling on whether its insurers are liable for Ject to expected revisions in that statuteprior to the date of the insurers' rehabilitation order
toxic waste cleanup costs Both the federal and state government actions were

• Immediate annuitization of retired and disabled policyholders
The federal government is suing Shell for nearly $1 9 filed Dec 9 in US District Court m Denver under the

in need of immediate funds, including about 325 state retirees
million in damage to the environment at the Rocky Comprehensive Environmental Response and Liability• Additional financial information and explanatory exhibits to

help explain delay in payment to policyholders
Mountain Arsenal, an army installation outside Denver Act of 1980, better known as CERCLA or the Super-
where Shell leased and operated a pesticide factory fund Act, which requires the removal of hazardous

wastes that were generated, transported or stored by

index private industry
errors & omissions Ironically, the two suits may help Shell to persuade a

U S District Court in San Francisco that it should hear

the oil company's declaratory relief suit, which asks the
Classifieds 58 lished weekly at 740 Rush St , • The productivity-inspiring payroll stuffers, court to decide whether ltS liability insurers must pay
Insurance services guide 60 Chicago, Ill 60611 Second-class offered in the "Info for Buyers" column (BI, Nov part of the tab for cleanup in Colorado and at the
Legal briefs 37 postage is paid at Chicago, Ill, and 28) are available only to members of the Profit McColl dump site in Fullerton, Calif
Letters 8 at additional mailing offices Post- Sharing Council of America The declaratory relief petition was filed in October, /
Opinions 8 master Send address changes to prior to the filing of the lawsuits by the Justice Depart- f
Perspectives 35 Business Insurance, circulation • A chart appearing in the Dec 5 issue listing ment and Colorado Several of the insurers named in \

Spotlight report 3 department, 740 Rush St, Chi- property/casualty insurers' nine-month results Shell's coverage suit responded that the oil company's 1
Ticker 61 cago, Ill, 60611, 312-649-5221 stated an incorrect underwriting loss for The action was premature since it had not yet filed a claim

Vol 17, No 51-Busmess In- Copyright 1983 by Crain Commu- Home Group Inc (BI, Nov 28, Nov 7)

surance (ISSN 0007-6864) 15 pub- nications Inc The figure should have been $243,847,000 These insurers filed a motion on Nov 10 to dismiss

Continued on page 58
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HMOs: A decade of growth
Prepaid plan enrollment
now tops 12.5 million

By CAROL CAIN

Health maintenance organizations are not a fad anymore.
These prepaid health care systems are a viable alternative to the tradi-

tional fee-for-service system, and they are growing stronger everyday.
The number of HMOs in the United States has grown in the past 10

years to an estimated 280 from 72 in 1973, the year Congress passed the
HMO Act to boost their growth.

And, real growth is seen in the number of people that receive health
care through HMOs. More than 12.5 million people-5.5% of the American
population-use HMOs today, compared with 4.4 million in 1973.

And the number will keep rising, according to InterStudy, a health
policy research firm in Minneapolis, Minn. InterStudy President Dr. Paul
M. Ellwood Jr. says membership in HMOs could hit 50 million by 1993.

"HMOs, as one form of a price-competitive health delivery system, will
continue to grow and will be the dominant form. They certainly are now,"
Dr. Ellwood said.

The surge in HMO activity in the last decade was fueled by the HMO
Act of 1973.

That legislation provided loans and grants for HMO development, man-
dated that in certain instances employers must offer their employees an
HMO option and pre-empted state laws that restricted HMOs from form-
ing (see story. page 22).

The growth of HMOs is expected to continue even though the govern-
ment ended its loan and grants programs in 1981 and 1982, but many say
the pace will be slower and the HMOs that develop will be different in
some ways.

For example, rather than a continued proliferation of new HMOs,
trends indicate that established ones will expand into other states or will
affiliate with one another to form networks that will simplify employers'

Continued on next page

Employers find itdifficult
to quantify HMO savings

By CAROL CAIN

Employers are sticking by their commitment to health maintenance
organizations. although few can prove that HMOs are an effective health
care cost-containment tool.

Ford Motor Co. says the 33 HMOs it offers employees will save it $7
million over the cost of traditional health indemnity plans, but Ford is a
rare exception.

Most companies surveyed by Business Insurance admit they have vir-
tually no idea of how well HMOs work to cap health care costs because
there is not enough utilization data available. But, a majority believes the
use of HMOs does contain health care costs, especially by fostering compe-
tition within the traditional fee-for-service health care reimbursement

system.
On the other hand, some companies maintain that HMOs do not cut

costs, though they continue to offer many HMO options to their workers.
"HMOs are not the answer to cost containment in and of themselves,"

sums up Wallace Gaarsoe, director of group benefits services in the Mil-
waukee office of consultant Meidinger Inc.

"I don't think benefit managers have the staff, capacity or the expertise
to measure (whether HMOs contain costs), simply because the data base to
measure has not been available up to now on a routine basis," he said.

But, Ford Motor Co. in Dearborn, Mich., has been able to track savings
generated by HMOs, notes Jack K. Shelton, manager of Ford's employee
insurance department.

Last year, the automaker saved $5 million in premium costs by offering
HMOs in addition to traditional health insurance plans and expects HMOs
will save it another $7 million this year, Mr. Shelton said.

"We think HMOs are a very important part of any corporate cost-con-
Continued on page 12

401(k) salary reduction plans
Most employees at companies that have already
established 401(k) plans are setting aside portions
of their salaries to fund retirement accounts, a new

survey reports. And, the lack of final regulations
from the Internal Revenue Service governing the
plans isn't worrying employers with salary
reduction plans. See stories, page 24 and 28.

72

f NUMB
/1973

4.4 MILLION

00
*Estimated.

ERO

GROWTH OF HMOs

280*

9{$.f*22 '2.
fs'.f'

.i

12.5 MILLION*

117*
151

OLLMENT IN HM

1983

i

Pension plan terminations
Employers are finding new sources of cash by
terminating overfunded defined benefit pension
plans and recapturing the excess assets. However,
critics say that these assets belong to plan
participants-not the plan sponsors-and the
terminations-for-profit should be banned. See
story, page 30.
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Source: InterStudy

Consultants expand expertise
Benefit consultants are expanding into new
areas-like tax consulting and general
management consulting-though the old staples
of health care and pension actuarial consulting are
still growing, too. For information on the 10 largest
consultants, plus Bl's annual directory of benefit
consulting firms, see story, page 38.
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% Multistatd'HMOccindbanies j j, :i
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Name,Home olice

Kaiser-Permanente Med,cal Care Program {Oakland, Cali'.)

Blue Cross & Blue Shielc Assn. (Chicago, Ill.)*

Health Insurance Plan of Greater New York (New Yor.. N.Y.)

CIGNA Healthplan Inc.(Dallas, Texas)

HealthAmerica Corp. (Neshville, Tenn.)

PruCare Inc. (Roseland, N.J.)

Maxicare Health Plans Irc. (Los Angeles. Calif.)

United States Health Care Systems Inc. (Philadelphia Pa.)

United HealthCare Corp. (Minneapolis, Minn.)

MedCenters Health Care Inc. (Minneapolis- Minn.)4

FHPInc. (Fountain Valley, Calif.)

SHARE Development Corp. (Bloomington, Minn.)

Hancock-Dikewood inc. (Albuquerque, N. M.)

Peak Health Care Inc. (Colorado Springs, Colo.)

Total

1 Total of separate state plans. 2 Some ilans predate 1 978. 3 Onlytwo

Fo Ytg Bus,ness

To:al emrollment

4,3Eg,OCO

1,306,000

875,000

65<,00.0

394,842

3*I·,000

285,000

2- 1,000

192,300

163,134

149,0005

80,000

73,000
37,0.00

9,147,276

plans enrollirg mempr

'73 enrollment

2,651,389

256,000

757,628

-oundec 19782

oundec 1981

-oundec 1975

1,835

oundec 1976

ounded 1977

1 ,000

40,000

Founded 1974

Founded 1980

Fojnded 1979

s at this time.

V

IN : 61 ki : j j 1 1
N j. of plans Ownership

9 Independen. non-p-ofit

58 Lccal BC/BS plans

2 Independem non-profit

8 CIGNA Corp.
20 Stock com:uny (OTC)

10 Pr Jdential Insurance Co.

5 Stock comlany (OTC)

3 Stock comiany (OTC)
8 Will otfer stock .

4 Incepender- non-profit

3 . Incepender,Inon-profit

33 PEvately held

4 Jorn Hancock

3 Swc< con-pany (OTC)

Source: Btriness Insurace

*Exclu(les denta -plan-c nly members.

140

4 Former'y Nicollet-Eitel H2alth Plan.

4

YOUR ndependent
Insurance IAGENT

SERVES YOU FIRST

 National HMOs
a major force
Continued from previous page
administrative work when more

than one HMO is offered to em-

ployees.
Also, hospitals and insurance

companies are expected to own and
manage more HMOs and more
HMOs will become for-profit com-
panies rather than not-for-profit
organizations. Along with this
change, more HMO companies are
expected to make public stock of- , (
ferings.

Today, there are 14 national <
HMO companies that own or man- i
age 140, or half, of the nation's
HMOs. These 14 companies serve
about 9.2 million people, more than
73% of all the people enrolled in ,
HMOs (see chart).

In 1973, eight of these national
firms did not even exist. Today the
five largest are Kaiser-Permanente
Medical Care Program in Oakland,
Calif., with $4.4 million enrollees;
Blue Cross & Blue Shield Assn. of

Chicago with 1.3 million enrollees;
Health Insurance Plan of Greater

New York, 875,000; CIGNA

Healthplan Inc. of Dallas, 650,000;
and HealthAmerica Corp., 394,842.

The 14 national companies own
or manage eight of the 10 largest
individual HMOs based on enroll-

ment (see chart, page 10). The two
largest are Kaiser Health Plan-
Northern California, with 1.8 mil-
lion enrollees, and Kaiser Health
Plan-Southern California, with 1.7
million enrollees.

Of the 10 largest individual
HMOs, only Group Health Cooper-
ative of Puget Sound in Seattle, and
Group Health Plan in Minneapolis,
are not affiliated with a national

HMO firm.

Even though interest in HMOs ,
has exploded in the last decade,
HMOs have been around since 4

1929. The first was the Ross-Loos

plan in Los Angeles, started that
year by two doctors who offered 1
their prepaid services initially to 1
employees of the Los Angeles De- :

partment of Water and Power. 
Later it was offered to employees -
of other large corporations in the 1
area.

The HMO was bought by INA
Corp. in 1981 and was renamed the
INA and Ross Loos Healthplans. It
is now owned by CIGNA Corp.,
following the merger of INA and
Connecticut General Life Insur-

ance Co.

INA and Ross Loos Healthplans
is the fourth-largest individual
HMO in the nation with more than

347,000 people enrolled. It is affi-
liated with CIGNA Healthplan
Inc., the fourth-largest national
HMO firm.

But the granddaddy of all HMOs
is the Kaiser-Permanente Medical

Care Program. It owns nine HMOs
that boast almost 4.4 million mem-

bers-35% of the nation's entire ,

HMO population-with some 3.5 j'
million members in California
alone.

The Kaiser plan really took off
during World War II when the t;
Kaiser family asked a young sur-
geon, Dr. Sidney Garfield, to run
an industrial health program for its
shipyards and steel companies on
the West Coast.

Dr. Garfield previously had set
up shop in 1933 in the Mojave Des-
ert, offering a prepaid health care
program to workers who were
building an aqueduct to carry
water to Los Angeles,

The premium for workers that
year was 5 cents a day-that would
be $17.60 annually.

Today, Kaiser has HMOs in Cali-
fornia, Hawaii, Texas, Ohio, Colo-
rado, Oregon, Connecticut and the
District of Columbia.

And, it plans to expand.
"There's a program afoot, they're

looking at prospective areas to start
Continued on page 6
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HMOs grow
Continued from page 4
some new ones or acquire some," a
spokesman said.

The second-largest multistate
HMO firm, the Blue Cross & Blue
Shield Assn., includes 58 plans.

However, some HMO observers
don't consider the Blues a national
firm because each of the 58 BC/BS

HMOs operates as a separate plan.
But these same observers note that

BC/BS is a major force in the mar-
ketplace.

"We have been bringing on line
eight to 10 new programs a year for
the past four to five years, with the
earlier programs going back to
1970," said Roger Graham, director
of health systems for the Blues in
Chicago.

"At this time we have about 30 in

the pipe," he added, noting it would
take one to three years to have
them all operational.

In addition to owning 58 HMOs,
BC/BS also provides contract serv-
ices for another 20 or so, Mr. Gra-
ham said.

Some national HMOs, like Kai-
ser, own all their affiliated HMOs,
others, like United HealthCare
Corp. in Minneapolis, Minn., just
manage HMOs, and others, like
HealthAmerica Corp. in Nashville,
Tenn., do both.

To better serve multistate em-

ployers, some HMOs are forming
networks.

Blue Cross/Blue Shield recently
formed HMO-USA, a network of 38
HMOs in 21 states.

Four other HMOs-three of
which are national firms-also are

planning to form a separate service
corporation to provide an HMO
network.

The owners will be the Health
Insurance Plan of Greater New

York, Group Health Cooperative of
Puget Sound in Seattle; Group
Health Plan in Minneapolis; and

Harvard Community Health Plan
in Boston. Combined, these four
not-for-profit HMOs have almost
1.5 million enrollees.

This joint activity will allow na-
tional accounts, like General
Motors Corp., to receive one billing
from the four HMOs, said Robert
Biblo, president of the Health In-
surance Plan of Greater New York.

"The industry has to begin to re-
spond to the expressed needs of
employers that deal with a multi-
tude of HMOs," Mr. Biblo said.

The network also will provide
services-like stop-loss insurance
and reinsurance, emergency serv-
ices and financial planning-to
member HMOs and independent
HMOs, Mr. Biblo said.

And it will help the small HMOs
remain independent. "There has to
be a place for smaller HMOs to af-
filiate, to remain independent and
not be absorbed by the larger ones,"
Mr. Biblo said.

VISTA.BECAUSE
SAFETYIS'IHEBEST POLICY

At AAU we've been concerned with aviation safety for over 52
years. And frankly, we think it should pay off with more than self-
satisfaction and a sense of professionalism. So, we've designed a
new insurance program that will reward your client with some-
thing more tan*ble at the end of each year of safe flying: reduced
cost. Specifically,we believe the reward should be a return of a
portion of the annual premium. It's called VISTA. To find out
more information about how your client might qualify, contact

your nearest AAU office for further detail We at AAU believe that we will all benefit
from the safer operations that result. FLYINGFICLASS

Other HMOs are converting their
tax status to "for-profit."

Most of the HMOs are still not-

for-profit. but the Department of
Health and Human Services esti-

mates that 56 are owned by for-
profit companies, an increase of
33% since 1981.

Changing to a for-profit com-
pany is being considered by HMOs
that want to remain privately
owned, while giving the owners,
usually physicians, some of the
profit, said Anthony Masso, d.rec-
tor of the private-sector division of
the Office of Health Maintenance

Organizations, which is part of the
Department of Health and Human
Services.

And, then some of the for-grofit
HMOs make public stock offerings,
Mr. Masso said.

In February, United States
Health Care Systems Inc. of Phila-
delphia became the first HMO to go
public. Initally its stock sold for $20
a share, but the response on Wall

ASSOCIATED AVIATION UNDERWRITERS 90John Street, Ne.'York. New York 10018• ATLANTA • CHICAGO• DALLAS • DENVER • DETROIT • KANSAS CITY • LOS ANGELES • SAN FRANCISCO• SEATTLE

Street was overwhelming and a
few weeks later the stock shot up to
$35 a share.

U.S. Health Care ranks eighth
among national HMO companies,
with 211,000 enrollees, but it ex-
pects to have 334,000 by the end of
next year when the two newest of
its four HMOs begin accepting
members.

HealthAmerica Corp. in Nash-
ville, Tenn., the fifth-largest na-
tional HMO firm with 394,842 en-

rolled, went public in July. It filed
with the Securities and Exchange
Commission to offer l.5 million

shares of common stock at $16 a
share.

Another national HMO firm,
United HealthCare Corp. in Minne-
apolis, just announced its intention
of going public this month. Accord-
ing to its interim prospectus, 1.8
million shares of stock will be of-

fered at a median price of $8.50 a
share.

"I think employers may act more
favorably to someone who's in the
business to make a profit," said
Harry Sutton, a vp with the Minne-
apolis office of Towers, Perrin,
Forster & Crosby, a benefit con-
sulting firm. "They (for-profit
HMOs) also may give the im-
pression of more financial stabil-
ity."

Frank Seubold, director of the
OHMO, predicts more hospitals will
own and manage HMOs.

"I think we'll see hospitals go
into HMOs at an accelerated rate as

they recognize what's being laid on
Continued on page 10

Information

available
Information and statistics

about health maintenance or-

ganizations are available from
severalsources.

One of the most often-

quoted HMO studies is the an-
nual census compiled by Inter-
Study, the Minnesotabased
health policy research firm.
The latest edition, "The 1983
National HMO Census," in-
cludes data through June 1983
and will be available early
next year for $20. Prepaid
orders may be sent to Inter-
Study, 5715 Christmas Lake
Road, P.O. Box S, Excelsior,
Minn. 55331.

Another recent report is "A
History of Achievement, A
Future With Promise," a 10-
year report of the HMO indus-
try produced by the National
Industry Council for HMO De-
velopment. Copies are avail-
able from the council at 5600

Fishers Lane, Room 17A55,
Rockville, Md. 20857.

Two other recent publica-
tions-"The 1983 Investor's
Guide to Health Maintenance

Organizations" and "Employer
Attitudes Toward Health

Maintenance Organizations"-
are available from the Divi-

sion of Private Sector Initia-

tives, Office of Health Mainte-
nance Organizations, Depart-
ment of Health and Human
Services, Rockville, Md. 20857.

The National Assn. of Em-

ployers on Health Care Alter-
natives also publishes several
HMO booklets. Information is
available from NAEHCA at
1134 Chamber of Commerce

Building, 15 S. 5th St., Minne-
apolis, Minn. 55402.

And the Group Health Assn.
of America, the HMO trade as-
sociation, publishes scores of
booklets in addition to a

monthly newsletter and a
quarterly magazine. It also has
a library of HMO articles and
other publications. The GHAA
is located at 624 Ninth St.

N.W., Suite 700, Washington
D.C. 20001.



Medical science has dazzled us for years with
technological breakthroughs. But today we have a
medical crisis science can't solve.

A crisis of money In fact, if we don't begin to
control the rampantly rising costs of medical care,
businesses may soon not be able to afford medical
benefits for their employees. That's why, at Con-
necticut General, we've taken the lead and devel-
oped programs to contain your benefit plan costs as
well as encourage corporate initiatives to bring
down health care costs in your local communities.

We've created MediComsMAn extraordinary on-

32

line system that not only settles claims accurately
and efficiently but also reports medically signifi-
cant data so that you can see exactly how and
where your dollars are being spent.

Then once you know where the money goes,
our REMEDI® program recommends needed plan
design changes and teaches your employees how to
use their benefits much more eficiently In many
cases, millions of dollars more efficiently

In addition, we strongly support business coali-
tions on health care. Around the country, these coa-
litions are being formed by the businesspeople who

foot the bill for employee benefits. And working side by
side with us gives them the influence in the commu-
nity that will go a long way toward holding down costs.

These programs aren't theories we hope will
work. They are real breakthroughs in the way the
medical care system is used.

So if you haven't had the benefit of the newest
thinking in employee medical plans, call your bro-
ker, a Connecticut General representative, or write
us c/o Dept. 8-247, Hartford, CT 06152.

We've found a way to make sure your medical
plan can lead a long and healthy life.

WE'll PUT YOU ON THE ROAD TO RECOVERY.

Connecticut General Life Insurance Company
a CIGNA company

CIGNA
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Is it a raid or a right? insurance®
Reporting weekly for corporate risk,

employee benefit and financ,al execubves

HOSE MONEY IS lt when a corporate defined the surplus in the form of a lump sum of cash or stock,benefit plan iS suddenly awash with more assets By doing so, the retirees get in hand some or all of what Publisher. Alfred Malecki (New York)

than are needed to pay promised benefits to employees they might have received in ad hoc pension increases Editor. Kathryn J Mcintyre,  , (Chicago)
thanks to high yields and a booming stock market9 had the plan been continued The plan sponsor should Managing Editor Lorrie Gibson (Ch,cago)

We think the excess assets belong to the corporation view this lump-sum sharing with retirees as the cost of
Assistant Managing Editor. James M Burcke (Ch,cago)

sponsoring the plan future ad hoc benefit increases
Senior Editor Len Strazewski (Chicago)We anchor our opinion on this highly controversial If, however, a company terminates its defined bene-
CHICAGO: Carol Cain (Assoc,ate Editor)issue first and foremost on the fact that if-instead of fit plan outright for all active and retired employees,

Stephen Tarnoff (Assoc,ate Editor)
high yields and a booming stock market-the pension we think the company not only should share some of Sallie J Drury (Staff Reporter)

plan is subject to falling yields and a slumping stock the excess funding with retirees in a lump-sum pay- Pamela DeFigho (AgenBroker Topics

market, it is the corporate sponsor's responsibility to ment, but also should look at its active employees' pen- Associate Editor)

beef up the funds mon expectations and provide alternative retirement Claudette Dampier (Ass,stant Copy Ed,tor)

Merrill S Saltzman (Graphics Ed,tor)It is only logical that the corporate sponsor should benefits to compensate for the loss of the defined bene-
Amy Palmer (Graphic Artist)

enjoy the fruits of good times since the plan sponsor is fit pension plan
Jim Bakasetas (Graphic Art,st)

responsible for putting in more money in bad times Consider, for example, a 55-year-old worker who has Dorothy Parr Riesen (Proofreader)

We, therefore, believe that companies are not neces- judiciously planned his or her retirement income based Diane Kastiel (Ed,tona/Ass,stant)

sax'lly acting in bad faith when they try to recapture on the current pension plan formula that provides a pen- LONDON: Stacy Shapiro (Associate Ed/for)
excess funding in a defined benefit plan, as some com- mon based on the worker's salary for the past five years LOS ANGELES: Rhonda L Rundle (Bureau Chief)
panies are doing now and more are planning to do (see And suppose the worker reasonably expects continued Steve Taravella (Staff Reporter)

story, page 30) increases in salary for the next five years for retirement NEW YORK: Bill Densmore (Bureau Ch,eO
We do believe lt lS absolutely necessary for a com- at age 60 But, the pension plan is terminated and the Douglas McLeod (Associate Ed,too

pany seeking to recapture the excess funding to take worker's pension benefit is based on salary from age 50 to WASHINGTON: Jerry Ge,sel (Washington Ed,tor)
several steps to maintain its good faith with its employ- 55 instead of age 55 to 60 That worker will receive a Corporate: Todd E Fandell (Corporate Editor)
ees smaller pension than was reasonably expected Joe Farac, (Corporate Art Director)

A company can take the spin-off/termination tack. It The pension plan sponsor can compensate for this
Adverbsing Director Donald A Walsh (New York)splits its defined benefit plan into two plans-one for difference A profit-sharing plan with fast vesting

retired employees and one for active employees and/or a salary reduction plan with matching em- Midwest Sales Manager: Robert L Niesse (Chicago)
Enough assets are placed in the plan for active employ- ployer contributions could compensate for the reduced CHICAGO: Deborah D Neale (Distnct Manager)

ees to cover the plan's liabilities, and usually more for a pension under the terminated defined benefit plan Beverly J Kluxdal (Distnct Manager)

margin for safety Active employees therefore are un- The corporate plan sponsor should carefully study Fran Prybylo (Product/on Manager)

affected by the spin-off-as long as there are adequate the demographics of its plan beneficiaries in order to LOS ANGELES: Sue Eisenberg (Distnct Manager)
assets left in the active plan to cover promised benefits. design new compensating retirement plans NEW YORK: Charles A Horvath (Distnct Manager)

The possibility that not enough assets will be retained, But what about companies that will terminate their Jack Forrest (Distnct Manager)

by the way, lS one of the stronger arguments against pension plans without compensating for a difference in Nancy Ellen Zelman (District Manager)

Marianne J Dueweke (Financ,al Advertisingthis practice voiced by critics. benefits? What about those companies that may termi-
Manager)

Meanwhile, the excess assets are placed in the re- nate plans solely because corporate operating losses
tirees' plan, and the company terminates the retirees' make it a good year to recapture excess assets? Are these Director of Communications: Ronnie I Drachman

(New York)plan The company then purchases annuities to pay actions such egregious breaches of good faith with em-
promised benefits to the retirees and recaptures the ex- ployees to necessitate a change in the pension law to EDITORIAL: Chicago 312-649-5398

London 01-831-9681cess funding outlaw defined benefit pension plan terminations to re-
Los Angeles 213451-3710This is where we think a company can take an extra capture excess funding or a change in tax law to penal- New York 212-210-0100

step to maintain good faith with its retired employees ize companies that recapture this excess funding? Washington 202-662-7200

Retired employees expect, or at least hope for, ad hoc We think not Those remedies are worse than the ADVERTISING: New York 212-210-0133

increases in their pension benefits if inflation ravages problem No additional restrictions should be put on Chicago 312-649-5276

the value of their pensions. Companies have been will- defined benefit plans, which already are subject to Los Angeles 213-651-3710

ing and able to make ad hoc benefit increases thanks to strict federal rules Additional restrictions would only COMMUNICATIONS: New York 212-210-0132
the high yields their plan assets have enjoyed. But the serve to make more employers less likely to start a de- CIRCULATION: Chicago 312-649-5221

traditional annuity product purchased for these re- fined benefit pension plan at all-thus restricting the Published by Crain Communications Inc , Chicago
tirees won't provide for these ad hoc increases G D. CRAIN JRnumber of defined benefit pension plans and the valu-

Founder (1885-1973)A company could, however, give retirees a piece of able benefits they provide employees
MRS G D CRAIN

Chairman

letters
KEITH E CRAIN

Vice-chairman

S R BERNSTEIN

Chairman/executive committee

Compliments for balanced EIL insurance articles RANCE CRAIN

President

MARY KAY CRAIN

To the editor My compliments to Bust- damages that result from an accident survey A policy that covers only non- Treasurer

ness Insurance for the balanced treatment Given this legal environment, it is not sudden impairment arising out of condi- MERRILEE P CRAIN

of the controversies surrounding the pur- clear to what extent EIL coverage en- tions after the policy inception, provided Secretary

chase of environmental impairment lia- hances the risk management program On claim is made during the policy period, iS, JAMES M FRANKUN

bility insurance in the Nov 28 issue It is a the contrary, the argument has been as- in most situations, largely useless Vp/finance

rare pleasure to find this important sub- serted that since specific protection is These are but a sample of the issues risk Published weekly at 740 Rush St, Chicago, Ill 60611 Offices 220 East 42nd
Ject addressed by someone not selling the available, insureds should not be permit- managers must wrestle with before sign- St, New York,NY 10017, Suite 814, National Press Building, Washington,
coverage Douglas McLeod in particular ted to look to their general liability policy ing on with any program It lS hoped that D C 20045,6404 Wilshire Blvd, Los Angeles, Calif 90048,20-22 Bedford
merits recognition for his description of for environmental impairment liability as buyers become more knowledgeable in Row, London WC1 R 4EB, England $1 25 a copy $45 a year in U S Canada

what is provided by EIL policies, what is coverage this area, the insurance industry will re- and all other foreign add $14 for surface mall Europe and Middle East only
add $41 for air delivery First-class mall to U S and Canada only, add $50not provided and what issues risk manag- In comparing the policies, we should spond with more comprehensife insur-
Bermuda only, $90 per year expedited delivery WILLIAM STRONG,ers must face in considering whether to not lose sight of the fact that EIL coverage ance coverage agaist environmental im-
vp-circulation DOUGLAS A RIEMER, circu/ation manager ROGERinsure such exposures has a long way to go before it satisfies the pairment DIGREGORIO, hum#mentdirector Four weeks' notice required for change of

If the history of environmental impair- requirements of msureds for protection Kenneth S. Wollner address Send subscription correspondence to Circulation Dept, Business
ment liability insurance were to be writ- As noted in Mr MeLeod's article, cover- Consultant Insurance, 740 Rush St. Chicago. 111 60611 or phone 312-649-5221 Telex
ten today, it would be a story about fail- age for on-site cleanup costs is excluded Risk Management Services 254248, Cable CRAINCOM Microfilm copies are available from University

ure The initial reaction by the insurance or severely limited These restrictions ig- The Wyatt Co Microfilms, 300 Zeeb Rd, Ann Arbor, Mich 48013 Microfiche copies

industry was to attempt to exclude cover- nore the major exposure The primary Chicago available Bell & Howell, Micro Photo Division, Old Mansfield Rd, Wooster,
Ohio 44691 Portions of the editorial content of this issue are available forage except for "sudden and accidental" remedy for environmental impairment is
reprint Or reproduction In other media For Information and rates tooccurrences But the distinction between containment and cleanup of the contami- Business Insurance welcomes letters from
reproduce in general circulation media, contact ART MERTZ, The Crain"sudden" and "non-sudden" accidents did nants within the property boundaries of its readers Please keep your comments as Syndicate, 740 Rush St, Chicago. Ill 60611, 312-649-5303 For reprints or

not withstand Judicial scrutiny Courts in the facility In fact, this is often the most bnef as posslble We reserve the nght to reprint permission contact Reprint Dept, Business Insurance, 220 E 42nd
Alabama, California, Indiana, Louisiana, expensive part of the undertaking edit letters for clanty or space We will not St, New YON. N Y 10017,212-210-0229

Maine, New Jersey, New York and Ore- Furthermore, most policies do not publzsh unsigned letters Send bour com-
gon have held that the pollution and con- apply to pre-existing conditions either by ments to Letters to the Editor, Business Member of Business

Publications Audit of Circulation *ABP
tamination exclusion in the general habil- virtue of a blanket exclusion, proposal Insurance, 740 N Rush St, Chicago, Ill
ity policy does not eliminate coverage for warranties or hazards discerned from a 60611
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Name (Location) 1983

Kaiser Health Plan-Northern California (Oakland, Calif.) 1,800,000

Kaiser Health Plan-Southern California (Los Angeles, Calif.) 1,700,000

Health Insurance Plan of Greater New York (New York, N.Y.) 872,735

INA and Ross Loos Healthplans (Glendale, Calif.) 347,000

Group Health Cooperative of Puget Sound (Seattle, Wash.) 312,000

Kaiser Health Plan-Oregon (Portland, Ore.) 262,000

Health Net (Van Nuys, Calif.) 213,000

Group Health Plan (Minneapolis, Minn.) 200,000

HMO of Pennsylvania (Willow Grove, Pa.) 190,000

CIGNA Healthplan of Arizona (Phoenix, Ariz.) 176,000

Total 6,072,735

Sources: Business Insurance, The 1983 Investors Guide to Health Maintenance Organizations. June 1983

Enrollment

1973

1,168,364

1,067,076

757,628

120,000

187,581

186,318

Founded in 1979

59,172

Founded in 1976

2,000

3,548,139

. United States Department of H

Federally
qualified?

Yes

Yes

No

Yes

No

Yes

Yes

No

Yes

Yes

ealth & Human Se

Tax status ' Ownership

Not-for-profit Indepencent

Not-for-profit Independent

Not-for-profit Independent

For profit CIGNA Corp.

Not-for-profit Independent

Not-for-profit Independent

Not-for-profit BC of California

Not-for-profit Independent

For profit U,S. Health Care Systems

For profit CIGNA Corp.

rvices, Office of Health Maintenance Organizations.

JOHN F. CURRY
AGENCY, INC.
111 John Street

New York, NY 10038

ASSUREX. . . EVERYWHERE

Well, almost everywhere. The dots, 59 of them,
show where our current partners are headquartered.
In the coming months we'll add partners in areas
represented by the squares.

In addition, 64 branch offices (not shown) mean
wherever your company has exposure, there's an
independently-owned Assurex partner nearby. . .
including affiliates in 14 foreign countries. . . ready
to work for you.

Over 4,000 professionals... experts in reducing
your insurance and risk management costs. . . like
the ones below:

GILLIS, ELLIS
& BAKER, INC.
135 St. Charles Avenue

Suite 700
New Orleans, LA 70130

INSURANCE

& RISK

MANAGEMENT

Indiana Offices:

Ft. Wayne
Muncie

Indianapolis

H. C. KNIGHT MORSE, PAYSON PARKER, SMITH
& CO. & NOYES & FEEK, INC.
320 Walnut Street 130 Middle Street 1700 First Interstate Center

Philadel)hia, PA 19106 Portland, ME 04112 999 Third Avenue

Seattle, WA 98104

*AssurexINTERNATIONAL 6480 Busch Blvd. Columbus, Ohio 43229 (614) 888-4869

1 HMOssee
future growth
Continued from page 6
them by the DRG system," he said,
referring to the new prospective
payment system for Medicare and
Medicaid patients.

Health Plan of America, the larg-
est hospital-sponsored operational
HMO in the country, has only
11,000 members, but expects its en-
rollment to double in the first quar-
ter of next year.

Health Plan, based in Emery-
ville, Calif., near San Francisco,
has 20 sponsoring hospitals in four
major metropolitan areas in Cali-
fornia.

"But we plan to expand in the
next two years to 50 hospitals
throughout the country," said San-
dra Smith, president and chief ex-
eeutive officer.

Most of Health Plan's hospitals
are Catholic hospitals, and Catholic
hospitals all over the country are
watching its progress, said Mr. Seu-
bold.

Voluntary Hospitals of America,
with 180 hospitals, is studying the
networking process for HMOs and
PPOs, said Dale Thomas, president
of VHA Health Ventures, a subsidi-

ary of Voluntary Hospitals of
America, based in Irving, Texas.
VHA is the largest multihospital
system in the United States.

But hospitals aren't the only ones
making strides in the HMO market.
Insurance companies also have
joined the ranks. Besides CIGNA,
Prudential Insurance Co. of

America, John Hancock Mutual
Life Insurance Co., Aetna Life In-
surance Co. and Wausau Insurance

Cos. have interests in HMOs.

CIGNA Healthplan Inc., in Dal-
las, is the largest investor-owned
company operating an HMO with
650,000 enrolled.

"I think we're going to grow at a
progressively greater pace," said
Dr. Joseph L. Marcarelli, the plan's
president and chief executive offi-
cer.

CIGNA, which operates facilities
in Arizona, California, Florida and
Texas, has more units in the works

in Florida. "And we plan to estab-
lish four others in 1984 in new

states," Dr. Marcarelli said.

"HMOs are the only viable alter-
native system to what's been in the
marketplace," he said. "As an in-
surance company, if you look at the
realities of the marketplace, it's
better to have a foot in both

pots. . .to offset potential loss of in-
demnity coverage."

And PruCare Inc. in Roseland,

N.J., wholly owned by Prudential,
has been in the HMO market since

1975, but really started to pick up
speed in 1979. It now ranks sixth
among national HMO firms with
340,000 enrolled.

"We would like to open two new
programs a year, but a lot of it will
have to do with the opportunities
available," said Samuel H. Havens,

PruCare's president.
However, other insurers like

Travelers Corp. and Equitable Life
Assurance Society of the United
States have looked at HMOs and

decided not to get into the market
yet. They and others believe HMOs
are only one of many effective
health care cost-containment mea-

sures.

But InterStudy's Dr. Ellwood has
a stronger feeling for them.

"I feel that as far as HMOs and

PPOs are concerned, the U.S.

health system has never been
closer to having a competitive sys-
tem," InterStudy's Dr. Ellwood
said.

"HMOs and PPOs are coming
faster than ever in history. There
could be 100 million people in these
things in the next 10 years...75% to
80% of the population in these
plans. . .probably in six years," he
said.
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How financially stable is
your reinsurer?

Is your reinsurance retroceded?

Do you know where it goes?

Are the details of your
reinsurance readily available
to YOU?

At North American Re, we
believe it's one thing to
think you have reinsurance.

And quite another to know
you have it.

-

In these uncertain times,

it doesn't pay to be uncer

NORTH AMEECAN
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tain about your reinsurer.
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Automaker cites HMO savings
Continued from page 3
tainment effort because they stimu-
late competition in the market,"
Mr. Shelton said. "HMOs are the
cornerstone of cost containment at
Ford."

The premiums charged by the
HMOs Ford uses are about 16%

lower than the premiums charged
by Ford's traditional health plans,
underwritten by Blue Cross & Blue
Shield and John Hancock Mutual
Life Insurance Co.

"We believe HMOs offer to our

employees more comprehensive
coverage with less out-of-pocket
expense," he added.

About 19,000 Ford employees, or
about 9% of those eligible, are en-
rolled in the 33 HMOs Ford offers.
HMO enrollment at the No. 2 auto-
maker has increased more than

60% in the past five years, Mr.
Shelton said.

Ford expects to add five or si,
HMOs to its offerings annually
Currently, it is looking at HMOs in
Florida, where many Ford retirees
live, Mr. Shelton said.

Another of the Big Three auto-
makers, Chrysler Corp., also notes
that it's saving money.

"Oh, most definitely. . .on the
surface by (reducing) premium
costs," said Walter Maher, direcl:or
of employee benefits and health
services, though he couldn't put a
number on the savings that HMOs
have generated for the Highland
Park, Mich.,-based company

Mr. Maher noted that HMOs pro-
duce a hidden savings by increas-
ing competition and promoting ef-
ficiency among health insur-
ers.

"It's in our best interest and our

employees' best interest if we can
get that (fee-for-service) syst€m

turned around," he said, explaining
tha. traditional health insurers

should establish prospective pay-
ment systems like the HMOs.

Chrysler currently offers about
12 HMOs around the country to its
employees, five of which are in
Michigan.

1n fact, Chrysler is so supportive
of HMOs and their cost-saving po-
-ential that earlier this year it gave
$50.000 in U.S. savings bonds to
employee-members of the Health
Alliance Plan of Michigan, a De-
trcit-area HMO, who signed up fel-
low workers.

Employees earned a $50 bond for
each new individual member

signed up, $100 for a couple and
$250 for a family. Chrysler mem-
bership in HAP increased by about
25/ as a result of the program, Mr.
Maher said.

"We're considering doing it again
next year, but we haven't made
any definite plans. We'll probably
do it or some comparable program,"

he said.

Why is Chrysler going this extra
step to entice employees to join
HMOs?

"Because the traditional Flans
are openly subsidized and open-
ended. We've got two to three gen-
erations of employees and retirees
who have grown up with a no-
holds-barred background. That's
why you see us with a single-digit
penetrations of HMOs after some 20
years," Mr. Maher said.

Only about 5% of Chrysler em-
ployees belong to HMOs, he ex-
plained.

The largest of the automacers,
General Motors Corp. in De:roit,
also says it's saving money with its
HMOs, "but we're reluctant to

quote numbers," said Delores
MeFarland, benefits adinistrator.
However, Ms. McFarland said that
GM's cost savings amount to mil-
lions of dollars annually.

"There's a couple of studies going
on now to get a true picture on our

YourBestBenefit

Package Includes PAID
By adding PAID Prescriptions - you get the plan
that saves you money by eliminating wasteful
abuse, minimizes clerical errors and ensures
tighter claims controls.

If your plan doesn't have PAID's benefits, you're
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savings," she said.
GM started offering an HMO op-

tion to its employees in 1953 and
today offers 102 HMOs.

"We just finished our annual en-
rollment; it looks like we've gained
participants in the HMOs. . .about
12% to 15% of all employees be-
long," Ms. MeFarland said.

While the automakers boast that
HMOs are an effective cost-con-

tainment tool, other companies
aren't sure if they do the job they're
touted to do.

"We don't have any definite evi-
dence (HMOs) save money. We're
just not sure," said Tom Field, man-
ager of insurance plans administra-
tion for American Telephone &
Telegraph in Basking Ridge, NJ.

AT&T began offering HMO op-
tions to its employees in 1971 and
today offers 175. More than 7% of
its 80,000 employees belong to
HMOs.

"What's been lacking is the
data," adds David McIntire, direc-

tor of employee benefits at General
Mills Inc. in Minneapolis. "We
don't know what the true costs are.

Eventually, we'll be able to see that
from the HMOs here in the Twin

Cities. Some HMOs are beginning
now to set up software to capture
that data," he said.

Some employers aren't going to
wait for the HMOs to gather data-
they have started their own stud-
ies.

"We are looking at the theory of
HMOs saving money because of
their prevention aspect," said a
spokesman from International
Business Machines Corp. in Ar-
monk, N.Y.

"We're studying that right now,
trying to gather data from HMOs
that we have a major involvement
with. . .whether we're paying out
more in HMO premiums than
health care premiums," he
said.

"We just don't know at this time
whether it's cheaper for the corn-
pany and the employees to go the
HMO route," he said, adding that
IBM's study is expected to be com-
pleted by the first quarter of 1984.

IBM has offered it employees an
HMO option since 1975 and now
uses 158 HMOs. About 8% of its eli-

gible employees are HMO users.
Another employer that is looking

at its HMOs more closely is Atlantic
Richfield Co. in Los Angeles.

"Atlantic Richfield is committed

to cost containment and, with that
in mind, uses alternative health

care systems to keep costs con-
tained. But in reality, (HMO) costs
are the same as (traditional) insur-

ance," said Nicholas Tullio, senior
benefits adviser with ARCO.

But ARCO isn't about to give up
on HMOs, he says.

"We're now going into areas
where we are not offering
HMOs. . .where employees are ask-
ing," Mr. Tullio noted.

ARCO has offered an HMO op-
tion to its employees for at least the
past six years and now offers about
30 nationwide, he said.

One reason some employers may
find that HMOs do not cut costs is

that-in some areas-HMO premi-
ums are higher than traditional
health plan premiums.

"In many cases, the HMO benefit
plans are more extensive than the
indemnity plan, so the HMO pre-
mium is higher," said Harry Sut-
ton, a vp with the Minneapolis of-
fice of consultant Towers, Perrin,
Forster & Crosby.

In those instances, an employer
doesn't save money because it is
mandated to pay as much toward
an HMO premium as it does for its
indemnity plan.

Chicago and Pittsburgh were two
cities where HMO rates are higher
than traditional health plan rates,
Mr. Sutton said.

But on the West Coast, especially
in San Francisco and Los Angeles,
employers are saving money be-
cause HMOs are competitively

Continued on page 14
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HMO savings hard to document
Continued from page 12
priced, said Dr. Paul M. Ellwood
Jr., president of InterStudy, a
health policy research firm in Min-
neapolis.

Another reason why some em-
ployers say that HMOs are not sav-
ing as much as they could is the
problem of adverse selection. For
instance, some employers say that
younger, healthier employers are
much more likely to join HMOs,
while workers more likely to need
care stay with traditional health in-
surance plans, which worsens those
plans' loss experience.

"(HMOs) don't save the company
very much because our healthy
employees have moved to the
HMOs," said a spokeswoman with
Honeywell Inc. in Minneapol-
is.

"We are aware that some em-

ployers believe HMOs have

URG*£0*

skimmed the cream off of their

good risk pool. . .and then those left
in the indemnity plan are not as
good a risk. But we don't feel we've
had that problem," General Mills'
Mr. McIntire said.

Other employers now say that
employees that are not as healthy
are joining HMOs, though, which
will hurt the community-rated
plans' experience.

"The selection toward HMOs will

be adversely selected. . .those who
have had illnesses or those that an-

ticipate hospitalization will join,"
said Patricia Nazemetz, benefits op-
erations anager for Xerox Corp. in
Stamford, Conn.

"Up to now I think it's been the
opposite-healthier people joined
because of the preventive pro-
grams," she said.

TPF&C suggests that employers
that offer HMO options negotiate

with their HMO to base rates par-
tially on the ages of the partici-
pants-instead of merely on the
loss experience of all HMO mem-
bers-as a way of com6ating ad-
verse selection.

If it costs less to treat a younger
person, then the premium should
be less, noted David Glueck, vp and
practice leader for national group
benefits in TPF&C's New York of-

fice.

In one instance, he explained,
an employer presented figures to
its HMO showing that its premiums
could be lowered by $40),000 if age
rating were taken into considera-
tion. The HMO finally agreed to
lower the premium by $200,000.

However, Mr. Glueck notes that
age-rating could be found illegal
when an HMO plan is offered to
comply with government man-
dates, though he said such a rating
formula could be proper if the
HMO offering was not mandated.

@9&'agb

In any case, he expects a court will
someday settle the issue.

One HMO official says that HMO
rates are becoming more co mpeti-
tive with traditional health plans.

"I think we're seeing a crossover
in premium costs," said Ph.lip N.
Bredesen, chairman and president
of HealthAmerica Corp. in Nash-
ville, Tenn., the largest indepen-
dent investor-owned operator of
HMOs in the country.

"Three years ago most HMO pre-
miums were priced above the in-
demnity rates. The proportion of
those declined in the past three
years and the trend is in that di-
reetion. That's where employers
will see some cost savings," he said.

Results from a survey of 1980-
1982 figures conducted by the De-
partment of Health & Human
Services show that the average
monthly premiums for traditional
health insurance rose 46.6% for in-

dividual coverage and 42.6% for
family coverage. At the same time,
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HMO premiums increased only
29.2% for individuals and 34.4% for
families.

Most of the employers surveyed
by Business Insurance-some of
which have long offered HMOs and
some that have just recently con-
tracted with HMOs-say they have
no figures on how much they're
saving, but their gut feeling is that
HMOs do help contain health costs.

"It's too early in the game to
tell. . .but we kind of suspect we're
saving money," said Ed Kolodziej,
administrator of employee benefits
at McClough Steel Products in De-
troit with 2,500 workers.

McClough just began offering
HMOs to its hourly employees last
year "because the union wanted it."
Salaried employees were given
HMO options this summer.

Deere & Co. in Moline, Ill., is
another employer that believes
HMOs give the fee-for-service sys-
tem some competition.

"We concluded that an HMO was

a vehicle to address the manage-
ment of health care cost," said
Richard Van Bell, director of
health care for Deere. "We have

not cut costs, but we have slowed
down the rate of increase. . .we are

experiencing that," he said.
"We can't put a dollar sign on it.

it's difficult to begin factoring a hard
dollar. Our objective was to bend
that escalation curve," Mr. Van Bell

said. And HMOs, coupled with other
cost-containment measures like hos-

pital utilization review, have done
just that, he reported.

The farm equipment manufac-
turer has offered HMO options to
its employees since 1980 and has
even helped establish a few plans.
It now offers about 20 HMOs.

At Xerox, "Up to now, we've
never really kept track and don't
think that (HMOs) have saved us
money until now," Ms. Nazemetz
said. Xerox, whose HMO options
have risen to 76 since 1977, will

make a major change in its tradi-
tional insurance plan on Jan. 1, and
Ms. Nazemetz expects that to in-
crease HMO enrollment.

Xerox, which self-insures its tra-
ditional health care program, will
change from a plan that offers
first-dollar coverage for hospital
costs and a $100 deductible for
major medical with an 80/20 coin-
surance provision to a comprehen-
sive plan in which employees pays
deductibles based on their salary.

Under the new plan, an em-
ployee will pay a deductible of 1%
of gross salary, excluding overtime,
for all types of health care ex-
penses, including hospitalization.
Then, the company will pay 80% of
all costs until an employee's costs
reach 4% of gross salary, after-
which the company will pay 100%
of costs.

A $400 flexible benefit account
also will become part of the new
program. Employees can use the
$400 to offset out-of-pocket ex-
penses, pay for items not covered in
the plan or pay their share of HMO
premiums. If the account is not
spent, they will receive it in cash at
the end of the year.

An open enrollment period at
Xerox in November resulted in an
increase of 300% to 400% in HMO
enrollment in some areas of the

country, Ms. Nazemetz said. After
the new plan goes into effect next
year, Xerox will hold another open
enrollment period and corporate
officials believe that HMO mem-

bership will jump again.
Currently about 8% of Xerox's

population belongs to HMOs, which
is about 11% of the eligible employ-
ees.

"I think HMOs are here to stay
and are an element that can foster

competition," Ms. Nazemetz said.
But employers' health care Costs
really will begin to drop when they
change their traditional health in-
surance plans by charging higher
deducibles and requiring higher
coinsurance levels, she added. .
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I Employers voice few gripes
about HMOs' performance

Employee benefit managers have
few complain-s agains: health
maintenance organizations and, in

' fact, many find it hard to list even
i one gripe.

Some, however, did cite one or

two problems, which usually fall
into one cf Your common areas:

• Additional administrative costs.

• Additional administrative

procedures and the HMO's unwil-
lingness to bend on these.

• Lack of utilization data and

not knowing whether the HMO de-
livery system is saving the em-
ployer money.

• The operat_ng differences
among HMOs, which are especially
felt by emplcyers that offer several
HMOs in different areas of the

country.

..

"I don't know as I could give you
' one (complaint) at this point in

time," said Richard Van Bell, direc-
toi· of health care for Deere & Co.

in Moline, Ill.

The farm-equipment manufac-
turer has been offering HMOs to its
employees for about three years
and now offers 20 plans around the
country.

The HMO experience also has
been good for Atlantic Richfield
CO.

"So far, we don't have any (com-
plaints). They're a pleasure to deal
with; very cooperative and they
usually go out of their way," re-
ported Nicholas Tullio, senior ben-
efits adviser with ARCO in Los

Angeles, which offers 30 HMOs to
its employees.

Others, however, do have some
concerns.

"It takes a lot of the company's
administrative resources to offer
this kind of benefit and we don't

know if we're saving money," said
Tom Field, manager of insurance
plans administration for American
Telephone & Telegraph Co. in
Basking Ridge, N.J.

AT&T staff members enroll em-

ployees in 175 different HMOs,
communicate with the HMOs and

calculate payroll deductions.
Continued on page 18

What's in a name?

So you think you know
what an HMOis?

You know it stands for

health maintenance organiza-
tion, but that doesn't tell the

whole story,raccording to ex-
perts in the field. HMOs in-
volve much more than health

maintenance.

The term HMO actually en-
compasses a wide variety of
prepaid health care delivery
systems with a comprehensive
set of health services, most of
which feature preventive
medicine and health mainte-

nance. HMOs collect a fixed,
prepaid fee from individual
members or employers,
usually on a monthly basis, in-
stead of charging a fee for each
service, as in the traditional
health care system.

There are several different

types of HMOs, but most peo-
ple associated with HMOs will
agree there are two basic
types: the group/staff model
and the IPA model.

A group/staff model, also
called a closed-panel HMO, is
composed of a specified group
of physicians who provide
services to HMO members-

from a centralized facility or
facilities.

If the physicians are part of
a medical group, like a clinic,
that has contracted with an

HMO to provide medical serv-
ices, it's called a group model.
However, if the physicians are
employed and paid directly by
the HMO, it's called a staff
model.

The other type of HMO-an
IPA, or independent physi-
cians' association-is made up
of physicians in individual
practices who agree to provide
services to an HMO's members

while continuing their private
fee-for-service practices.

The' t*m -HMO was coined
in 1970 by Dr. Paul M. Ellwood

{ «Jr., president of InterStudy, a
health policy research firm in

' Minnesota.

Healso came up with the ac-
ronym PPO-preferred pro-
vider organization (see story,
page 20).·..
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PROPERTYPOLICY?
You hear a lot about tailoring.
But most insurers will only custom-make a

property policy if your client is extra-large or
irregular.

And you have to settle for regular, humdrum
insurance for your regular clients...Or do you?

At American Home's Inland Marine Division,
we'll custom-make you a policy no matter how
"standard" your client is.

And give that account the same attention
as the complex, out-of-the-ordinary risks we're so
famous for handling.

As our underwriters see it, there isn't a single
client who's too plain to profit from fresh thinking
and creative design.

Or a single broker who doesn't have a competi-
tive edge with a really customized policy that no one
else can pull off the shelf.

What's more, our stubborn insistence on
underwriting excellence and creativity gives you
plenty of other benefits too.

Like the financial strength we give your client.
Stable, long-term relationships a little adver-

sity won't shake.
And innovative products like Products Integ-

rity Insurance that you can sell with confidence.
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All of which make American Home the kind

of strong, creative market you need in today's
fiercely competitive environment. For your ordi-
nary as well as your difficult property risks.

Call one of our convenient, local offices and
let our creative underwriters show you what we
mean by tailoring.

After all, if we "tailored" like everyone else,
we wou1dn't be what we are today:

America's largest, most successful Inland
Marine insurer, rated Number One by Best's for
a record-breaking 11 years in a row.
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WHY CRY OVER EMPLOYEE

HEALTH COSTS?
Do something about them instead.
We can help. With Preferred Health Network, you can put our preferred providers to work In  
your self-insured health program. You can get locked-in rates and carefully monitored -b
utilization, andyour benefits can staycomparable toyour current plan. Your employees get rl' ,

Southern California's leading health care institutions and their choice of over 2,000
physicians. Preferred Health Network s non-profit hospitals already cost less an 4

average of 18 percent less* - than their competitors. That savings can be passed
right along toyou, and we guarantee cur rates for one full year. So, the answer to
rising health benefits costs Isn't tears. It's the preferred provider organization
that meets your needs for cost contro and your employees' desire for quality
care.

Write us for your free. no obligation copy of our guide
to choosing and using a PPO.

Preferred Health Network

We'll make you smile again.

637 So. Lucas Avenue. Los Angeles, California 900 17
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Firms voice few HMO gripes
Continued from page 16

"Sometimes they're a little in-
flexible," added Patricia Nazemetz,
benefits operations manager for
Xerox Corp. in Stamford, Conn.
"They like things done their way
and, administratively, it's difficult
to deal with 76 HMOs.

"It's not a major problem, but
anything we can do to keep things
uniform helps us," she noted.

"Each and every one is different.
That's my basic complaint," said
Virginia Payne, administrator of
special benefits for The BFGood-
rich Co. in Akron, Ohio.

The forms and procedures are
different for each of the 13 HMOs
that Goodrich offers nationwide.

"It causes us administrative prob-
lems," she said.

Benefit administrators at the

various General Motors Corp. units
around the country say HMO re-
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cording procedures are "cumber-
some and time-consuming," noted
Delores McFarland, GM's benefit
administrator in Detroit.

While employers may complain
about the administrative hassles

they experience with HMOs, the
extra work does not seem to cost

the company more, according to
one study.

A majority of employers sur-
veyed recently by Philadelphia-
based consultant Hay Associates for
the Office of Health Maintenance

Organizations in Washington noted
that administrative costs for HMO

plans are usually the same or less
than the administrative costs for

traditional health plans.
According to the survey, 39% of

the 235 employers questioned said
administrative costs were the same,
while 35% said costs for the HMO

were less. Only 14% said costs were
more, while some 12% didn't know.

"The administrative practices of
HMOs have presented few prob-
lems to the majority of employers,"
the survey notes.

Only 30% of the employers said
that HMOs were unable to produce
utilization data or other feedback

reports. Some 55% said they did not
have a problem in this area and an-
other 15% said it varied depending
on the HMO.

Only 18% said they had problems
with the inflexible procedures of
HMOs, while 63% said they did not.
Another 19% said they had prob-
lems in this area, but only with
some HMOs.

The National Assn. of Employers
on Health Care Alternatives also

surveyed employers on their use of
HMOs and found that more com-

panies experienced higher admin-
istrative costs with HMOs (BI,
March 28).

In its study, NAEHCA found that
55% of its members and 35% of the

non-members surveyed saw an in-
crease in administrative costs after

offering HMOs.
The survey polled 308 of the na-

tion's largest employers.
But, at Ford Motor Co. in Detroit,

HMO administration has not been a

problem at all.
"It's (assumed) that the more car-

riers you add to your portfolio the
more administration you add. But
it's not true for us," said Jack K.
Shelton, manager of the employee
insurance department at Ford. The
automaker offers its employees 33
HMOs at its various facilities
around the nation.

"There is administration, but it's
not a big problem for us," added
David McIntire, director of em-
ployee benefits for General Mills
Inc. in Minneapolis.

"We would like to get more indi-
vidual data on utilization of HMOs

by General Mills employees," he
explained. "The name of the game
today, if you're going to be doing
something (in cost containment),
then you have to know what you're
dealing with."

"I don't think we have any
gripes, except we never really
know if we're saving money," said
a spokesman for International
Business Machines Corp. in Ar-
monk, N.Y.

Employees, though, have some
complaints about HMOs, too.

"The complaints from employees
are the common ones, like the
HMO is too far away or the hours
are bad," GM's Ms. McFarland said.

Employees also hesitate to break
their longstanding relationship
with the family doctor, she added.

And when employees are un-
happy, it causes problems from an
employee relations point of view,
said Xerox's Ms. Nazemetz. She ex-

plained that some of the HMOs se-
verely restrict the number of out-
patient psychiatric visits covered,
which becomes a problem for some
employees.

By Carol Cain
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spotlight report

Will the advent of PPOs hurt or help HMOs?
By CAROL CAIN

It was HMOs in the 19705; now i:

appears to be PPOs in the 198Cs.
The big question is: Will the two

work together or against each
other?

HMOs-health maintenance or-

ganizations-are prepaid medical
delivery systems. Employees sign
up, usually for a year at a crack,
pay a monthly fee and have almost
unlimited access to health care.

PPOs-preferred provider or-
ganizatior s-are groups of health
care providers, like physicians,
hospitals or dentists, that contract
with employers, insurers or other
third-party payers to deliver health
care services at reduced fees.

They're prevalent in California,
but are now appearing in almost

every state.
Most observers believe FPOs

may give HMOs a small amcum of
competition initially, but in the
long run, both will be used by the
employer community as alt€rna-
tires tc the traditional fee-for-serv-

ice health care delivery system.

"I'm not sure how·PPOs will de-

v€lop. There's a lot of talk, but not
a lot of action," said Jack K. Shel-

ton, manager of the employee in-
surance department at Ford Motor
Co in Detroit.

Perhaps PPOs will cause EMOs
to be a little sharper, he said.

' I think PPOs will have an im-

pact on HMOs initially in .slowing
the growth, by cin.petition." pre-
dicted Wallace Gaarsoe. director of

group benefits services in the Mil-

waukee office of benefit consiltant

Meidinger Inc. "But I don't see any
long-term viability (for PPOs).
They will 1cse their comparative
cost efficiency in a couE le of
years "

"We haven't fully assessed the
PPO issue. HMOs may be a little
apprehensive, but there .sn t any
competition from PPOs now." said
James F. Doherty, executive direc-
tor of Group Health Assn. of
America, a Washington-based
HMO trade associatiin

"PPOs will cut into your stan-
dard indemnity insurance base
much more than the HMO base,"
noted Frank Seubold, director of
the Office of Health Maintenance

Organizations in Washington.
"PPOs are basically a creation of

the provider community :c pre-

serve the fee-for-service system,"
said Elliot Segal, a principal in the
Washington office of benefit con-
sultant William M. Mercer Inc.

"PPOs can be called sons of

HMOs. They are most likely to ma-
ture into organizations that resem-
ble HMOs," said Dr. Paul M. Ell-

wood Jr., Fresident of InterStudy, a
health policy research firm in Min-
neapolis thar promotes a competi-
tive approach to health care finane-
ir-g and delivery. Er. Ellwood often
is credited with coining the terms
HMCB and PPOs.

"These forms (HMOs and PPOs)
are singularly merging with each
other and:n the long run I doubt if
we'll make a distinction," he said.

"PPOs are sort of a half-way step
between indemnity plans and
HMCIs," Merver's Mr. Segal said.
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In fact, several HMOs act as
PPOs in some instances. San Fran-

cisco-based Health Plan of

America, for example, is licensed
under California law as an alterna-

tive delivery system.
"But when the (California) PPO

legislation was passed, they said we
are an HMO, but that we have the

ability to develop a PPO product
line," said Sandra Smith, president
and chief executive officer.

HPA, which became operational
in 1980, is a hospital-sponsored
HMO that is operating in California
but has plans to expand throughout
the country.

"We also are acting in our PPO
capacity more as a broker. We are
in the final stages of contracting
with two insurance companies to be
their PPO in California," Ms. Smith
said.

Aetna Life Insurance Co.'s

CHOICE program also falls into
both categories. The CHOICE pro-
gram allows employees to use their
family physician for primary care,
but then functions as an HMO for

referral and specialty care.
But, CHOICE also has been billed

as a PPO.

"It's licensed in Illinois as an

HMO, but it does have the charac-

teristics of both," said Roger Smith
a vp with Aetna Life Insurance Co.,
an affiliate of Aetna Life & Casu-

alty Co. of Hartford, Conn.
"We feel CHOICE is our answer

to the HMOs. We feel that the mar-

ket research that we did showed

there were some problems with
HMOs. For instance, a lot of people
don't like HMOs because they're
bonded to their personal physi-
cian," Mr. Smith said.

CHOICE is different from PPOs

because usually an employer cre-
ates an incentive to entice employ-
ees to use PPOs, but the employee
can decide each time he needs

health care if he will use the pre-
ferred provider or go elsewhere.

But in CHOICE, employees must
decide upfront whether to use the
program, much like the decision to
join an HMO, There is no em-
ployer-created incentive.

"Both are going to be viable op-
tions, but I think there will be a lot

of confusion in the marketplace,"
said Meidinger's Mr. Gaarsoe.

InterStudy's Dr. Ellwood also
thinks the various plans will lead to
confusion, fueled by an oversupply
of physicians and the proliferation
of diagnosis-related groups (DRGs).

"There's going to be so much
confusion that some are going to
the legislature to have the health
care system regulated and turned
into a utility," Dr. Ellwood said.

"And people in business are
playing a role," he added. He said
the business communities in Penn-

sylvania, Arizona, Massachusetts
and Ohio, usually through health
cost coalitions, are part of a push to
heavily regulate the health care
systern.

But neither HMOs nor PPOs will

be the long-term solution to health
care cost containment, said Ruth H.
Stack, executive director of the Na-

tional Assn. of Employer Health
Care Alternatives in Minneapolis.

"In the present climate, employ-
ers are looking at all methods-
HMOs, PPOs, peer review, every-
thing that will do the job," Ms.
Stack said.

And InterStudy's Dr. Ellwood
said that though the health care de-
livery system is changing, benefit
administrators are not.

"It all will work only if business
will cut back on what they spend in
the conventional plan," he said.
"Otherwise, what business is doing
is subsidizing the most expensive,
and (subsidizing) overutilization." .
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spotlight report

Government nurtured growth of HMOs
The health maintenance organ -

ization concept of prepaid health
care was just hobbling along in the
early 19705 when the federal gcv-
ernment stepped in to give it :
boost.

The HMO Act of 1973 did three

things to escalate HMO growth in
the past decade, said George B.
Strumpf, associate director oY
Group Health Assn. of America, an
HMO trade group in Washingtcn-
The act:

• Provided for loans and grants
for HMO development.

• Mandated that companies
with more than 25 employees ofter
their workers an opportunity to
join an HMO if a federally qualifiec
one was operating in their area aic
approached the employer.

• Pre-empted state laws, whi.t.

4

1

resrricted HMOs from forming.
The government's active role in

HMO development started in 1971,
with a health message from Presi-
der. t Nixon that propcsed HMO in-
volvment, said Lois Eberhard, a
spckeswoman for the Office of
Health Maintenance Organizations
in -Washington, a part of the De-
partment of Health and Human
Services that oversees HMOs.

A decade later, in 1981,the gov-
ernment started to pull back on its
aggressive support by discontinu-
ing its grant program that provided
capital to developing HMOs. A year
lat€r, it discontinued its loan pro-
gram, Ms. Eberhard said.

Eetween 1975 and 1982, the fed-
erai government earmarked about
$366 million for the start-up and
expansion of HMOs.

'The strength of
HMOs in the future

lies with the private
sector,' Ford's Mr.

Shelton says.

Congress played a key role in
discontinuing the government's fi-
nancial support of HMOs, Ms.
Eberhard said. "The argument was
that the federal program was sup-
posed to stimulate a pilot pro-
gram. . .now that job was com-
ple:ed," she explained.

"The government has given the
idea as much of a nudge as it can,"
said Dr. Paul M. Elwood Jr., presi-

dent of InterStudy. a health policy
research firm in Minneapolis.

One of the roles of government
in the future should be to te a pru-
dent health care buyer itself, he
said. "And to promote (biomedical)
research and to make sure it pro-
vides for quality research."

The federal government s initial
role in HMO development was
"terribly important," says Samuel
H. Havens, president of PruCare
Inc., a multistate HMO affiliate of
Prudential Insurance Co. of

America in Roseland, N.J.
"It created a level of publicity

and it opened up markets that
would have taken longer,» ie said.

But now, the governmen-- pullout
also is being cheered.

"I think probably one of the best
things that happened to HMOs was
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the government pulling out," said
Jack K. Shelton, manager of the
employee insurance department at
Ford Motor Co. in Detroit. "The

strength of HMOs in the future lies
with the private sector. That's what
causes the marketplace to work."

It's hard to predict what the role
of the government will be in the
future, notes Mr. Havens, but sev-
eral say the government should
continue putting its stamp of ap-
proval on HMOs that meet certain
requirements.

"They have taken on the role of
the Good Housekeeping Seal of Ap-
proval and they should continue in
that role," said Philip N. Bredesen,
chairman and president of Health-
America Corp., an HMO headquar-
tered in Nashville, Tenn.

"Clearly, the government has to
be in the role of protecting people
that might be hurt by plans that
don't have enough capital or qual-
ity of care," said Elliot Segal, a
principal with consultant William
M. Mercer Inc. in Washington.

But some say the government
doesn't do that good of a job in its
role as watchdog. They point to
federally qualified HMOs that have
failed with an estimated loss of $40
million in federal loans.

Twenty-seven of the 215 HMOs
that have been federally qualified
since 1975 have failed, noted
OHMO Director Frank Seubold.
"That's not a bad rate."

"We evaluate them at a point in
time. . . .We can't predict every-
thing," said Beth Roy, manager of
the qualification review process at
the OHMO.

Just as HMC)s are getting better
at management, so is the govern-
ment in its approval process, Mr.
Seubold said. It takes about 76 days
for an HMO to be scrutinized and

approved by the OHMO, he said.
To be federally qualified, an

HMO must:

• Offer a comprehensive range
of benefits, including inpatient and
outpatient services and physician
services. Some vision testing also is
required.

• Compute member costs based
on community rating, rather than
experience rating.

• Use a prospective payment
systern.

• Have capable managers who
receive the proper information in
order to make plans.

• Have adequate delivery capa-
bilities to care for the population it
plans to serve and a management
system to meet its goals.

• Have a viable financial plan.
• Have provisions, like a finan-

cial reserve or a guarantee frorn a
parent company, in the event it be-
comes insolvent.

"Obviously we look at their fi-
nancing to see if it's adequate to
reach a break-even point," Ms. Roy
said.

"We also look at subscriber con-

tracts to determine if they accu-
rately represent the HMO, and we
look at marketing literature for the
same reason," she said.

An HMO's board of directors is

also evaluated by the OHMO.
The HMO Act will be before

Congress for renewal next year.
Since its inception, the act has been
amended three times, in 1976, 1978
and 1981. The last amendment

forces HMOs to protect their users
in case of an insolvency.

When the act comes up for re-
newal next year, the provision
mandating employers to offer
HMOs is expected to come under
fire again. Although many employ-
ers would like to see the mandate

dropped, observers say it probably
won't be. In fact, a few note that it
may be expanded to require em-
ployers to offer more than one
HMO option.

-BY Carol Cain
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Participation high
in 401(k) programs

By JAMES M. BURCKE

NEW YORK-Most employees
will reduce their salaries to fund

their nest eggs if they can decrease
their income tax liabilities at the

same time, a new survey shows.
Almost 70% of the companies of-

fering 401(k) salary reduction plans
report that at least half of eligible
employees are deferring a portion
of their salaries toward retirement

savings, according to the study con-
ducted by benefit consultants
Towers, Perrin, Forster & Crosby.

Under a 401(k) plan, named for
the section of the Internal Revenue

Code that authorizes them, employ-
ees can choose to defer a portion of
their pay toward retirement sav-
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ings. The amount deferred is
subtracted from the employ-
ees' pretax income, thus gen-
erating substantial personal
income tax benefits.

The deferrals are not taxed

until they are actually paid to
the employees or their benefi-
ciaries (BI, Dec. 13, 1982).

Seventy-nine large and me-
dium-sized companies that
have already established
401(k) plans participated in the
TPF&C survey, a response
rate of 63%. However, not all
the companies supplied re-
sponses to all questions.

Not surprisingly, higher-
paid employees are more
likely to contribute to a 401(k)
plan than lower-paid workers,
but still more than half of the

eligible lower-paid employees
participate in salary reduction
programs, the survey shows.

The median participation
rate among the surveyed corn-
panies' highest-paid one-third
of employees is 72%, while the
median participation rate
among the lower-paid two-
thirds is 58%.

More than 77% of the sur-

veyed employers reported that
more than half of the higher-
paid sector chose to take salary
reductions, while 56.6% said
more than half of their lower-

paid employees participated in
their 401(k) program.

TPF&C surveyed the partic-
ipation and contribution habits
of the higher-paid one-third
and lower-paid two-thirds of
employees because of the two
so-called "safe harbor" tests
the Internal Revenue Service

imposes on 401(k) plans to pre-
vent discrimination against
lower-paid employees.

First, the average percent-
age of income contributed by
the higher-paid one-third of
employees is limited to 1.5
times the average percentage
deferred by the lower-paid
two-thirds.

For instance, if the lower-

paid employees defer an aver-
age of 6% of their salaries, the
higher-paid sector can defer
only an average of 9%.

The second test limits the

average deferral among the
higher-paid employees to 2.5
times the average deferral
among the lower-paid; how-
ever, under this test the differ-
ence between the average de-
ferral among the two groups
cannot exceed 3% of pay.

Under this test, if the lower-

paid employees contributed an
average of 1% of pay, the
higher paid worker could con-
tribute and average of 2.5%.
But, if the lower-paid worker
contributed an average of 3%
of pay, the higher-paid work-
ers could contribute only 6%-
not 7.5%.

Although the IRS is not ex-
pected to issue final rules gov-
erning 401(k) plans until next
year, benefit experts do not
expect these discrimination
tests to be changed (see story,
page 30).

According to the survey, the
average deferral percentage-
known as ADP-among the
companies with 401(k) plans
seems to meet the IRS discrim-

ination tests. Among the 63
companies responding to this
portion of the survey, the me-
dian ADP among the higher-
paid one-third is 4.89%, while
the median ADP among the
lower-paid one-third is 3.43%.

When analyzed more
Continued on facing page
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closely, the survey reveals that
-despite the median figures-
higher-paid employees are
much more likely to defer
larger percentages of income
than the lower-paid workers.

For instance, 47.6% of the

higher-paid employees partici-
pating in 401(k) plans this year
deferred at least 5% of their

pay toward retirement sav-
ings, while only 14.3% of the
lower-paid workers deferred
at least 5% of salary.

Conversely, the survey re-
ports, 39.7% of the participat-
ing lower-paid employees de-
ferred less than 3% of their

pay, while only 12.7% of the
participating higher-paid
workers contributed less than

3% of salary.
For more than half the em-

ployers surveyed-51.9%-the
salary breakpoint between the
higher-paid one-third and the
lower-paid two-thirds ranged
between $25,000 and $35,000.
Just more than 16% of the

companies said this breakpoint
exceeded $35,000, while a simi-
lar number reported a break-
point of less than $20,000.

Although 401(k) plans are a
relatively new benefit for most
of the surveyed employers-
56.9% established their plan
this year and another 41.8% set
theirs up in 1982-only 21.5%
of the employers created an
entirely new plan to offer
their employees the salary re-
duction feature.

The other 78.5% amended an

existing employee savings plan
to accept the tax-deferred con-
tributions.

And, only 7.6% of the 401(k)
plans surveyed are stand-alone
plans; the rest are either cor-
porate thrift or profit-sharing
plans, most of which immedi-
ately provide matching corpo-
rate contributions for em-

ployee salary deferrals.
All told, 63 companies-

83.5% of those surveyed-pro-
vide some sort of matching
contributions. Of these, 30.2%

match all deferrals made by
employees-but not dollar to
dollar-while the rest match

employee deferrals up to a cer-
tain percentage of salary.

No company reported that it
matches all salary deferred by
employees on a dollar-to-dol-
lar basis.

The amount of salary that
employees are allowed to defer
ranges from 4% to 20%. About
22% of the employers surveyed
said employees could contrib-
ute up to 10% of pay, which
was also the median maximum

employee contribution al-
lowed. Just more than 15% of

the companies set 6% as the
maximum contribution rate,

the next most popular limit,
while 10.1% of those surveyed
allowed workers to defer up to
16% of their salaries.

Almost 80% of the com-

panies also allow employees to
make aftertax contributions to

their plans-contributions that
are not deferred from employ-
ees' salary and, thus, are not
accompanied by tax advan-
tages. Slightly more than 50%
of these companies match em-
ployee aftertax contributions
to 401(k) plans with corporate
contributions.

Some 16.5% of the com-

panies allow employees to
change at any time the amount
of salary they defer to the
401(k) plan. About 6% allow
workers to alter their rate of

contribution every month,
22.8% allow changes every
three months, 17.7% allow
changes every six months and
31.6% allow employees to in-
crease or decrease tax-de-

ferred contributions once a

year. The remainder allow em-
ployee changes on other timetables.

Employees at most of the sur-
veyed companies have a choice of
investment vehicles in which to de-

posit their salary deferrals-cnly
10.1% of the employers provide
only one investment fund. Employ-
ees at 29.1% of the companies have
their choice of two funds, while
38% of the employers offer three
funds, 10.1% offer four and 12.7%
offer more than four funds.

Participating employees at 78.5%
of the companies may deposit their
salary deferrals in a diversified eq-
uity fund, while those at 70.9% of
the surveyed employers may invest
in guaranteed investment con-
tracts. More than 46% of the com-

panies allow 401(k) participants to
invest salary deferrals in the com-
pany's common stock, 19% offer
money market funds, 16.5% offer
bond funds and 10.1% offer fixed-

income securities funds.

Exempt salaried employees are

allowed to participate in every plan
sirveyed, while salaried non-ex-
empt workers are included in
97.5%. Fifty-seven percent allow
non-union hourly workers to par-
ticipate, but union employees are
eligible in only 16.5% of the 401(k)
plans surveyed.

Other findings reported in the
TPF&C survey include:

• 72.3% of the plans do not allow
employees to borrow from their
salary deferred contributions.
About 11% allow such loans, while
the remainder are considering per-
mitting loans or did not respond to
the question.

• 35.4% of the employers admin-
ister their plans with a computer
system developed in-house. About
28% use a third-party administra-
tor, while trustees assume adminis-
trative responsibilites for 16.5%.

• 46.8% of the companies have
also adopted a Payroll-Based Em-
ployee Stock Ownership Plan,

Less than 3%

3%-3.9%

4%-4.9%

5%-5.9%

6%-8.9%

9%-14.9%

* 1983 plan year.
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Average percent of salary
deferred to 401(k) plans*

Source: Towers, Perrin, Forster & Crosby

while another 7.6% say they may
establish a PAYSOP.

• 74.7% did not conduct a survey
to gauge employee interest before
establishing the 401(k) plan.

For a free copy of the TPF&( sur-

This used to be the only affordable
/ ay to fly for pilots over 60.

Higher-paid

one·third

of employees

12.7%

14.3

25.4

20.6

25.4

1.6

Lower·paid
two-thirds

of employees

39.7%

27.0

19.0

4.8

7.9

1.6

vey, "Salary Reduction Plans. De-
sign Features and Plan Experi-
ence," write Edward L. Hansen,
Marketing Services Department,
Towers, Perrin, Forster & Crosby,
600 Third Ave., New York, N. Y.
10016.
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Until they were protected by 
Rollins Burdick Hunter.

WICHITA, KANSAS-The jov of sailino oversun bleached, bil-

lowyclouds. The heady feeling mai comes wlin commanaing
one of mon's greatest powers. The exhilaration of flightliselt.
All this would have been lost to pilots in Wichita and every-
where, 60 and over.

These Dilots were thouaht to be less comoetent, to have

less visual aculry, ono To generally De more OT an Insurance
riskthon intheiryoungeryears.

Premiums skyrocketed
And soon the costs of owning and operating a private plane

become excessive beyond all practicality.
Until Rollins Burdick Hunter/Wichita discovered that Dilots

over 60 were among Tne SaleST, leaST CaTastropne-prone
airborne

Armed with the facts, Rollins Burdick Hunter pioneered an
insurance program for these pilots. And it's still the most
affordable coverage available today

Come and talk To us about vour business. Well 9ive you
the kina oT logical, oown-To-eorin solurions you neea.

Justlikewe did on thislittle jobin Wichita.

ROLLINS BURPICK ...iHUNTER
Taking Risk Out of Risk Management, Worldwide.

Headquarters: 10 South Riverside Ploza Chicago, 60606 312-454-1400
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Over the years, we've made a number
of friends in the construction industry-
from the largest international contractors to
the smallest local firms.

No matter what their size, they all
have one thing in common: the need for
a surety company with the capacity, experi-

: ence, dependability and stability that today's
demanding owners and lenders insist upon.

They\re turned out to be good
friends. Friends with whom we've worked
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OUR BEST ADVERTISEMENTS
ARE THE PEOPLE

WE DO BUSINESS WITH
closely- along with their independent In fact our reputation for quality and
agents and brokers - to establish long-term service is the direct result of good business
surety relationships. relationships with our clients.

We think our specialization in long- But don't just take our word for it.
term relationships makes us a better com- Ask our clients.

pany to do business with. And ask your agent or broken We
When our people get to know your don't mind having you 64

people, we're both better off. It makes us check our references. MIL
faster when you're in a rush to bid a job. We encourage it. CESE&:ED
And it makes both of us better at anticipating FIREMAN'S FUND
problems before they can turn into trouble. An American Express Company
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Experts see few surprises in 401(k) rules
By DOUGLAS McLEOD

NEW YORK-The Internal Rev-

enue Service may publish final reg-
ulations governing 401(k) salary re-
duction plans next year, but they're
likely to be anticlimatic for most
employers.

Although many companies last
year cited the lack of final rules as
one factor keeping them from im-
plementing 401(k) plans, most are
no longer worried about the regula-
tory silence, consultants report.

One important question-the ef-
feet of 401(k) deferrals on pension
calculations-was resolved last

June when the IRS ruled that com-

panies may use employees' salaries
before 401(k) deferrals as a basis for
calculating pension benefits (BI,
July 4).

Benefit managers and consul-
tants involved in establishing sal-
ary reduction plans say they're
fairly certain of how regulations in
other areas will read, and general
confidence has been bolstered by
the smooth operation of the many
401(k) plans created during 1983.

"The absence of final regulations
is no longer a burning issue," says
Philip M. Alden Jr., vp with con-
sultant Towers, Perrin, Forster &

Crosby in New York, which has
studied 401(k) plan design in depth
(see story, page 24).

A 401(k) plan allows employees
to defer a percentage of their pre-
tax income into a company profit-
sharing or savings plan, where it
accumulates interest tax-free until

it's withdrawn, normally not be-
fore the employee reaches age 591,4.

Initially expected last summer,
then last fall, the rules may not be
ready until sometime during the
first quarter of 1984, says Charles
Watkins, an IRS attorney.

No further changes are expected
in the draft regulations, which now
simply require the approval and
signatures of several IRS and Trea-
sury Department officials, he said.

Rather than wait, many com-
panies have gone ahead and estab-
lished their 401(k) plans.

Central Soya Co. Inc., a Fort
Wayne, Ind.,-based agribusiness
firm with about $2 billion in annual
sales, added a 401(k) option to its
thrift plan for about 2,200 salaried
and clerical employees, effective
Nov. 1.

Under the plan, employees may
defer up to 6% of their pretax sa-

laries and receive a 50% company
match for a total pretax deferral of
up to 9%, according to Norman Cox,
Central Soya's director of benefit
planning and safety. Employees
can then contribute an additional

7% on an unmatched, aftertax basis
for a total maximum contribution

of 16% of salary.·
"We made a decision to go ahead

without final regulations on the as-
sumption that whatever did hap-
pen, there were ways of getting
around it," Mr. Cox said, adding
that the company started the ball
rolling even before the June IRS
ruling concerning pension calcula-
tons.

If IRS had ruled that pension
contributions had to be based on sa-

laries after deferrals, for example.
the company had planned to com-

WHA ' ORSE?
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Risk offire or risk of extin ulshment?

When fire bfeaks out in a computer room, automated
production line or process control room, the act of extin-
guishing the fire may cause more of a business interruption
than the fire itself.

Water sprinkler systems are fine for structural protec-
tion but by design, they don't activate until the heat
buildup has already destroyed delicate tapes, records and
electronic equipment. When you factor clean-up operations
in the cost, it's easy to see why these critical facilities
require a different type of fire protection.

The solution? Ansul Halon 1301 Systems. Fast, clean safe,
automatic. . . and cost effective. Write for our booklet,
"Facts About Protecting Electronic Equipment Against
Fire." Ansul, Box B, Marinette, WI 54143. Or call
(715) 735-7411.

ANSUL HALON SYSTEMS

ply with the rule simply by adjust-
ing the formula used for calculating
contributions to compensate for the
401(k) reductions, he said.

One question to be dealt with in
the final rules is "recharacteriza-

tion" of excess contributions. IRS

rules forbid 401(k) plans from dis-
criminating in favor of more
highly paid employees. To prevent
discrimination, the plans must
meet certain "safe harbor" tests.

One such test limits the average
percentage of income deferred by
the higher-paid one-third of em-
ployees to 2.5 times that deferred
by the lower-paid two thirds, as
long as the difference doesn't ex-
ceed 3% of pay. For example, if the
lower-paid employees deferred an
average 3% of income, the higher-
paid would be limited to an average
contribution of 6%, since 2.5 times
3% exceeds the maximum allow-

able difference of 3%.

Many employers worried that if
IRS didn't allow excess contribu-

tions by higher-paid employees to
be recharacterized as taxable con-

tributions, the whole 401(k) plan
could be disqualified as discrimina-
tory, in which case all contributions
would become taxable.

Most consultants and benefit

managers expect the final regula-
tions to allow recharacterization,
though, and most are monitoring
contribution levels closely enough
to head off any problem before the
end of a plan year.

Central Soya has been "very
conservative" in its approach to the
discrimination problem, and the
latest monitoring results found the
difference in contributions be-

tween lower-paid and higher-paid
employees to average 2.5%, well
below the 3% average allowed by
the IRS, Mr. Cox notes.

The final rules are also expected
to allow employees to withdraw
voluntary contributions before age
591/2 in cases of hardship, the defini-
tion of which will probably include
the purchase of a "primary resi-
dence" and the payment of educa-
tional expenses and extraordinary
medical expenses.

The question of hardship with-
drawals, which bothered many em-
ployers a year ago, was "not much
of a problem" for Central Soya, Mr.
Cox says. The company currently
has no hardship withdrawal provi-
sions in its plan, but will add them
to conform to the final IRS regula-
tions when they're issued.

In the meantime, the company
allows withdrawal of aftertax em-

ployee contributions twice a year,
along with any interest earned on
those contributions.

If a withdrawal involves either

voluntary contributions that are
subject to a, company match or in-
terest earned, however, the com-

pany suspends further matching
for six months.

In addition, Central Soya allows
the withdrawal of company-contri-
buted matching funds and resulting
interest, subject to an eight-month
suspension of further matching and
only after an employee has partici-
pated in the plan for five years.

Among companies that aren't
considering 401(k) plans, a fre-
quently cited reason other than the
lack of regulations is the lack of ad-
ministrative and payroll systems
necessary to make the plans work,
said Henry von Wodtke, a consul-
tan with Buck Consultants Inc. in

New York.

Other, relatively small problems
face employers. As of Jan. 1, 401(k)
deferrals will be subject to Social
Security taxes, a development that
eliminates one of the "nice aspects"
of the plans, but which hardly
threatens their viability, notes
Kevin T. O'Brien, an attorney for
the Employers' Council on Flexible
Compensation in Washington. .
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yourworkers'
compensation

payments in 48hourk
orless.

TM

Wlth accuMea.
accuMed analyzes workers' compensa-
tion medical provider charges and
ensures that what you pay is consistent
with the state schedules.

And because we're as local as you are,
we can reduce those excessive charges
in 48 hours or less.

The accuMed difference:

local service.
As a local service operating within
selected fee schedu/ed states, accuMed
gives you advantages that our compe-
tition can't provide.

we can answer your questions imme-
diately Ourmedical specialistsare avail-
able to appear at hearings, if necessary.
we also provide the services of local
physician consultants who will clarify
specific items for you as they relate
to local practices. Our personalized local
service, coupled with state-of-the-art
computer technology, allows us to pro-
cess your bills in 48 hours or less.

It's the accuMed difference that

makes the difference in how your bills
are reduced. With service that's timely.
Prcfessional. Accurate. Cost effective.

The accuMed difference:

easy-to-read analysis.
Just send your medical provider charges
to us. A member of our medical review

staff will personally examinethem. Then
our computer will compare them to
the state-set allowable fees and calculate
how much they could be reduced.

You'll get the results in our accuMed
Ana/ysis©. It's a brief, concise, easy-
to-read statement that doesn't take a com-

puter expert to interpret. Which, of
course, is another way accuMed differs
from our competition.

The accuMed difference:

helping youmanage
better.

We don'tjust send you a lot of individual
reports. We also summarize all bills
reviewed each month. To show you total
reductions, number of bills processed,
percentage reduction, and dollar savings.

It's far easier and more efficient than
doing the work yourself.

The accuMed difference:

local service with
national clout.

accuMed is now available for you in
California, Massachusetts, Florida and
New York, and is coming soon to other
scheduled states. (In New York, accuMed
also reviews No-Fault provider bills.)

accuMed is provided by the Medex
Services division of Intracorp-the
nation's oldest, largest, and most experi-

enced provider of health care cost
containment and disability management
services.

The accuMed difference:

pricing that beats
the competition.

Not only do you reduce your workers'
compensation payments with accuMed,
but you do it for less. Both our normal
charges and our volume discount
program meet or beat the competition.
And as an extra incentive to try
accuMed, we have a special introductory
pricing offer for you.

accuMed service provides you an
impressive return on Investment.

For details about accuMed and our

special introductory pricing
offer, call Gordon Clemons, 3111
President, toll-free at 800-
345-1075. In Alaska, AG
Hawaii, and Pennsylvania,
call collect 215- 687-9450. medex
Or send us the coupon.

Try the accuMed
services

An Intracorp
dj)Terence today. Company

Send me more information about the accuMed difference.

NAME

TITLE

COMPANY

ADDRESS

CITY STATE ZIP PHONE

Mail to: Medex Services, 985 Old Eagle School Road, Wayne, PA 19087
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By JERRY GEISEL

WASHINGTON-AM Interna-

tional Inc admits that its defined

benefit pension plan was the key to
its survival.

The Chicago-based manufacturer
of business equipment, which had
filed under Chapter ]1 of the Fed-
eral Bankruptcy Ac-. in April 1982,
looked at every poss.ble altet native
to help reorganize .ts coroorate
debt of about $275 million.

In May, the con:pany decided
upon a virtually unheard-of corpo-
rate strategy: It filed to terminate
its defined benelit plan to recover
$63 million in exeess assets.

'To survive, it was necessary to
terminate the plan*' says Robert
Wasser, AM International's eorpo-
raze director of compensation and

1

r

Employers profit from pension plan terminations
benefits, who notes that not all

legaI issues involved in the termi-
nation have been resolved.

AM International s ploy is no
longer ex7aordinary Since 1980,
employers either have, terminated
or have applied to the government
for permission to terminate 138
pension plans in attempts to recap-
ture some $517 mill.on in excess
asse:s, according to statistics com-
piled by the Pension Benefit Guar-
anty Corp, and supplied to Sen.
Howard Metzenbaum, D-Ohio.

Employers that have either ter-
minated their plans or applied for
permiss-on to do so include some of
the largest companies in corpo rate
America. like Celanese Corp.,
Great Atlantic & Pacific Tea Co.,

Occ.dental Petroleum Corp. and
Reynolds Metals Co.

Celanese, for example, hEs asked
th e federal government for permis-
sic n to split its defined bene fit plan
into two plans to recover about
$300 million in excess assets

The company wants to split its
pension plan into one for employ-
ees and one for retirees, v,ith the

excess assets going into the retirees'
plan.

Celanese, a diversified producer
of chemicals, fibers and plastics,
then will terminate the retirees'

plan to recover assets. Annuities
w.11 be purchased from an insurer
to pay the retirees' benefits.
Through this so-called "spinoff"
termination, Celanese expects to

g:in $160 million after taxes.
In addition, Celanese will beef up

its. defined benefit plan for employ-
ees. For example, effective Jan. 1,

there will be no limitation on the

amount of service that is credited

toward a pension. Under the cur-
rent plan, the maximum amount of
credited service is 35 years.

In addition, an employee will be
able to retire with a full benefit at

age 60 with at least 15 years of serv-
ice or if the employee's current age
(minimum 55), plus years of service
equals 85. Currently, an employee
must be age 62 and have put in 20
years of service to receive an unre-
duced early retirement benefit.

On the other hand, Reynolds
Metals Co. of Richmond, Va., is

seeking government approval to
terminate its defined benefit plan
and replace it with another. Reyn-
olds expects to gain $130 million
through the termination. The com-
pany says it will use the money for

You realize that efficient claims

processing is vital to the success
ofyour business.

MCAUTO can help you make it a
powerful marketing tool.

Nothing is more important to your clients than the
speed and accuracy ofyour claims processing. That's why
so many insurance companies are using MCAUTO infor-
mation management systems to shift the increasing
burden ofclerical workto the computer. By automating
claims processing with MCAUTO systems, a number of
companies have dramatically improved their ability to
service their clients.

The Hartford Insurance Group increased processing
output by over 80%. And at Gallagher Bassett Insurance
Services, improved productivity has meant new business.
The company credits the fast claims turnaround of their
MCAUTO system for attracting four new clients in a
single month.

Our flexible insurance systems verify claimant
eligibility and providers, price claims according to
your fee schedules, calculate benefits based on

yourpolicyprovisions and administer COB. They also
adjudicate base, major medical and comprehensive
claims, including vision, dental, drug, orthodontia
and weekly indemnity care.

With a MCAUTO system, claims can be veri-
fied and paid without file folders or other paper-
work. They are handled once and settled

quickly.
To make your claims processing a busi-

ness asset, it makes good sense to talk to
MCAUTO. We\re been a leader in insurance

information management services since
1967. We've developed reporting and
group health claims systems for insurance
carriers, Blue Cross/Blue Shield plans,
corporations and third party administrators.
For more information, call (800) 325-1551.
Orwrite: MCAUTO, Dept. KK-702, Box 516, .
St. Louis, MO 63166.
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general corporate purposes. During
the first nine months of 1983,

Reynolds lost more than $100 mil-
lion.

Terminations of defined benefit

plans are not likely to stop anytime
soon. Currently, the PBGC is con-
sidering applications that would
free up well over $1 billion in ex-
cess assets.

"A majority of our large clients
are interested in what is going on
and what options may be available
to them," says Douglas Borton,
chief actuary for Buck Consultants
Inc. of New York.

Corporate raids on overfunded

plans have not gone unnoticed by
members of Congress and regula-
tory agency officials, either.

For example, both Sen. Metzen-
baum and Rep. Edward Roybal, D-
Calif., chairman of the House Se-

lect Committee on Aging, are
drafting legislation that would
make it more difficult and expen-
sive for companies to terminate
overfunded plans.

In the closing days of this year's
session, Sen. Metzenbaum proposed
a moratorium that would have

barred companies from terminat-
ing most overfunded plans for the
next nine months. However, the

proposal was blocked on the Senate
floor and died (BI, Nov. 28).

Unless Congress does something,
"defined benefit plans will be Med
dry" by employers terminating the
plans to recapture excess assets,
explains a staff member on Rep.
Roybal's committee.

Meanwhile, the Internal Reve-

nue Service and the Treasury De-
partment are considering restric-
tions involving so-called spinoff
terminations.

In a spinoff, an employer splits
its defined benefit pension plan
into two new defined benefit plans
-one for retirees and one for em-

ployees. The excess assets are
placed in the retirees' plan, which
the company then terminates. In
most cases, the company purchases
annuities to pay promised benefits
to retirees and can recapture what-
ever is leftover.

The other plan-the one cover-
ing current employees-is retained.

However, spinoffs are relatively
rare. In the vast majority of over-
funded plan terminations, the de-
fined benefit plan is terminated
and replaced by a defined contri-
bution plan, experts say.

These terminations are perfectly
legal, though ethically troublesome,
the experts note, but they add that
congressional restrictions on such
terminations would damage the na-
ton's retirement income system.

Companies would be reluctant to
set up new defined benefit plans if
they were barred from recovering
extra assets when they terminated
plans, they say. Employers with ex-
isting plans would only fund them
at minimun levels.

"If a firm felt that it would have

to hand over everything it put in
the plan, it would put in as little as
possible," said Dean Gaver, a New
Jersey attorney who represented
GAF Corp. when the New York-
based firm terminated its over-

funded defined benefit plan.
Such skimpily funded plans

could pose a drain on the nation's
pension insurance system, some
say. For example, if a plan were
funded at only minimum levels and
then suffered serious investment

losses, the plan might lack suffi-
cient assets to pay guaranteed ben-
efits to its participants.

As a result, if the company went
out of business and terminated the

plan, the PBGC-the government
agency that guarantees pension
benefits through an insurance pre-
mium it charges employers-would
have to take over the plan and pay

Continued on facing page



Continued from facing page
benefits.

"The solutions (stopping or re-
stricting terminations of over-
funded plans) are worse than the
problem," argues Robin Holloway,
a vp with Towers, Perrin, Forster
and Crosby, a New York-based
benefit and management consult-
ing firm. "In the long run, the
losers will be employees."

The huge plan surpluses can be
traced to the big stock market
boom that began last year and the
recent recession.

Companies, which conservat-
ively figured that the assets in their
pension plans would increase be-
tween 6% and 7% a year, found that
plan assets were increasing 15% to
20% or more as the value of the
stocks held by the plans soared.

At the same time, the recession
forced companies to lay off em-
ployees. As a result, workers were
leaving the company before vesting
in the benefits.

In addition, a troubled economy
meant that companies could offset
profits they gained when they ter-
minated an overfunded plan with
operating losses. Gains from a ter-
mination of an overfunded plan are
taxed as ordinary income.

High interest rates also swelled
corporate interest in terminating
overfunded pension plans.

"The cost of money became exor-
bitant," said GAF attorney Mr.
Gaver. "Companies looked at 20%
interest rates and then looked at
non-performing assets (like pen-
sion plans) as a source to tap."

High interest rates also mean
shat it is cheaper for companies to
buy annuities from insurers to re-
olace the benefits that would be

CLAIMS
THE CLAIM SYSTEM

Health claim processing
systems. You have quite a ten to
choose trom.

We call cuts The Claim System.
CLAIMS tor short. A logical
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vices available to incorporate
the unique needs of your
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svstem.

We call this "custom packag-
inf", You may call it the solu-
lion to your claim processing
needs.

Call or write today for more in-
formation about CLAIMS and

the other systems and services
we otter.
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hopper associates,inc.
30680 Twelve Mile Road

Farmington Hills, MI 48018
(313) 851-6030

paid by the terminated plan.
But do employees and retirees

lose when plans are terminated?
Some employees, particularly

young workers, actually may bene-
fit when their employer folds a
plan and sets up a new retirement
program.

Under the Employee Retirement
Income Security Act, the 1974 law
that sets rules for pension pro-
grams, a participant becomes 100%
vested in benefits that he or she has
accrued by the time the plan is ter-

minated, so long as there are assets
to pay for those benefits.

In addition, young workers also
benefit when their companies set
up new plans, usually defined con-
tribution plans like profit-sharing
plans, because employers will make
many years of contributions on be-
half of those younger employees.

But older workers often do not
fare as well when companies termi-
nate overfunded pension plans and
replace them with new defined
contribution plans.

business insurance, December 19, 1983 / 31

Since the workers may be near
retirement, their employers will
make contributions on their behalf
for only a few years.

In addition, many defined bene-
fit plans are designed so that em-
ployees accumulate the greatest
benefits during their last few years
of employment.

Older workers may not be the
only victims. Retirees often receive
ad-hoc benefit increases from their
employers to help them keep up
with inflation. However, when a

plan is terminated, the retiree re-
ceives a fixed monthly annuity that
does not increase with inflation.

Critics of such terminations ack-
nowledge that older worker and
retirees legally receive all promised
benefits. But, they "receive less
than what they had an expec-
tation of receiving," said Karen
Fergusonof the Pension Rights
Center.

"What is troublesome here is that

employers are changing rules in
midstream," Ms. Ferguson says. .
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Jardine: The name that means trust5
Jardine: One of the world's 10 larges-t *i!1EZ;6
insurance brokers, with a global network i..¥.91:Ill
of 80 offices spanning 19 countries. 4*14:41:-»-,1,
Jardine: Serving our local, national and - -
multinational clients for over a century.

And now, our Benefit Services Group will
expand our tradition of individualism and
personal services. Putting to work 140
years of professional experience to meet

your employees' needs.

When you need a name you can
Jardine  *4..# depend on, do what employers

around the world are doing.
Insurance Brokers, Inc. Jardines Lean on Jardine.

Benefit Services Group
433 State Street, Schenectady, NY 12305

PRINCIPAL OFFICES: SCHENECTADY • BOSTON • NEW YORK • SAN FRANCISCO • LOS ANGELES
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Introducing theCMP Competitc
Multi-Peril Policy With Highei

The Home is committed to

creating new products that are
right for the times. That's why
we're launching the (IMP
COMPETITOR.

It's designed for
preferred Business Owner,
Industrial, Hospitalit5
Institutional and

Condominium accounts

where the annual premium is
$5,000 or greaten
The Home's CMP Competitor
Provides More Coverage at
Competitive Rates.
Not only is the CMP
Competitc,r economical, but
your clients obtain a true 'All
Risk" policy as it includes both
flood and earthquake
coverage. A "Replacement
Cost Guarantee" for buildings
is available as outlined in the

THE HOME
INSURANCE
COMPANY

A City Investing Company

polic and newly acquired
locations are automatically
covered up to SOO,000.
Also, subject to regulatory
approvals, accounts which
remain claim-free for a full

policy year may be eligible for
a special rate reduction in
future policy periods.
And You Can Add Our

sm

Exclusive Extra Strenglh
Product Liability Insurance
With a Simple Endorsement.

Our new Extra Strength
Product Liability coverage
goes beyond the standard
product liability policy Two
features-product damage
protection and product recall
coverage-make this endorse-
ment a plus for many accounts.

Other optional features in
the Competitor include time

91

1



he Excitement Is
Insurance Company
r=an Enhanced New Commercial

Limits andBroaderCoverages.
element coverages, tax
revenue interruption
protection, functional
replacement cost coverage and
boiler-machinery
comprehensive coverage.

Best of all, one

application form does it all.
Our new CMP

Competitor policy is arranged
in sections which offer

different forms of coverage
depending on your client's
needs. This allows vou to

customize the policy "on the
spotY
We'll Send You All The Facts.

If you don't know the story on
our new (IMP Competitor,
you're not offering your clients
one of the best multi-peril
coverages available in the
industry.

The CMP Competitor is
now available in most states.

For more information, contact
The Home field office nearest

you or return this coupon
today We'll send material that
tells you everything you need
to know Then you'll know
why we call this coverage
the Competitor.

Please send a background
brochure on The Home's

new CMP Competitor.sm

Name

Finn

Address

A BACKGROUND
Rece

City/State/Zip

Telephone No.

Mail to: Marketing Department, 3rd Floor,
The Home Insurance Company
59 Maiden Lane, New York, NY 10038 8

59 MAIDEN LANE, NEW YORK. NY 10038



1968, we were the leader in
risk information systems...

Because we were the only one.
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A FIGHTING CAPITOL HILL A

How to begin battling those benefit taxation plans
 HE ECONOMIC AND political

environment surrounding employee
benefits is changing so rapidly that the

employee benefit community will
either have to seize the initiative or

suffer some potentially grim
consequences. The engine driving this

change in atmosphere is the growing cost
of employee benefits to employers,

employees and the federal government.
For the employer, employee benefits

6 absorb an ever-increasing share of total
compensation. Data recently published
by the Employee Benefit Research
Institute indicates that between 1960 and

1982, employer contributions to legally
required and discretionary tax-favored

employee benefits increased to $277
billion from $21 billion, or to an average
of nearly 15% from an average of 7.2% of
total compensation.

Spending by Fortune 500 companies
for discretionary tax-favored employee
benefits alone-excluding contributions

for legally required benefits such as
Social Security, Medicare,

unemployment insurance and workers
compensation-currently ranges from

12.5% to 29% of total compensation.
Employee insistence on more

tax-favored employee benefits indicates
continuing concern over the U.S. tax
burden among employees at all income
levels.

As Social Security tax rates continue to
increase in the years ahead, the pressures
for more tax-favored employee benefits
can be expected to intensify, even among
low-income workers.

Yet employers are having to place
greater emphasis on cost containment. As
American companies face stiffer

competition from foreign companies, the
trend toward cost containment may

accelerate. The challenge will be to
reconcile the need for cost containment

with the expected increase in employee
demands for tax-favored benefits. But

how?

Many of the new initiatives taken by

employers to control future growth of
employee benefit costs-salary reduction,

401(k) salary reduction plans, and
(Section 125 d) spending accounts-share

the cost of benefits with employees.
As a result of the Revenue Act of 1978

(P.L. 95-600), these employee payments

appear, pending U.S. Treasury
Department regulations, to be allowable
with pretax dollars rather than aftertax
dollars, thereby creating a mutually

advantageous approach for the employer
and the employee.

Therefore, while total expenditures for
tax-favored employee benefits may
continue to grow, both in nominal and

real terms, employers will not have to
absorb directly the full increase, if they

have adopted cost sharing.
In its role as tax collector, the federal

government has begun to focus on

employee benefit growth.
The Social Security Administration

projected in 1981 that employee benefit

By Dallas L. Salisbury

expenditures-those legally required and
discretionary-could be 37.8% of total
compensation in 2055, or 2.5 times their
current levels. And this 37.8% projection
did not contemplate extraordinary

expenditure increases that some analysts
now fear may result from new programs
such as salary reduction and flexible
benefits.

When the Revenue Act of 1978 was

passed by Congress, it was estimated that
Section 125 of the Tax Code "will have no

effect on budget receipts." The Joint
Committee on Taxation reached a similar

conclusion about deferred compensation

401(k) plans.

A different view of the revenue loss

issue was presented to Congress earlier
this year. In March, during consideration
of the Social Security Amendments of

1983, the House-passed bill, H.R. 1900,
had a provision, which was subsequently
modified, that would have treated

employer payments to 401(k), 403(b) or
employee benefit cafeteria plans as
covered earnings under Social Security.

In a memorandum estimating the
short-range effects of the bill, SSA's
Office of the Actuary gave the
following explanation of the revenue loss
effects:

"Our estimates of future Social

Security tax income under present law do
not explicitly reflect the loss in tax
income that would result from a rapid
expansion in the number of these plans.
Thus it would be misleading to indicate
that the tax income projected under

present law could be significantly
increased if plan payments were made
subject to payroll taxes. The estimates
shown in this memorandum, accordingly,
do not include such effects.

"It is important to note, however, that a
rapid expansion of these plans now
appears to be fairly likely. In the absence
of the provision in H.R. 1900, the
potential reduction in annual OASDHI
(Old Age, Survivors, Disability and
Health Insurance trust fund) tax income

attributable to such an expansion could
easily amount to roughly $1 billion to $2
billion within a few years."

Another SSA memorandum estimated

the long-range savings to the Social

Security OASDI (Old Age, Survivors and
Disability Insurance trust fund) program

from the same House-passed provision to
be 0.02% of payroll.

To repeat, these SSA revenue estimates

apply only to the loss of Social Security
payroll taxes-and do not include

potential loss of general tax revenues.
Despite the technical difficulties in

estimating the tax revenue effects, a

particular area of concern has been
underscored by some benefits experts
regarding the use of salary reduction in

connection with a flexible benefits plan.
The government is now beginning to
assess the potential general revenue
losses that might occur if these plans are
widely adopted.

Ironically, the new benefit design
approaches being used by employers to
control employee benefits costs-and

better accommodate employee
needs-are attracting federal attention
aimed at limiting the growth of tax
revenue losses.

Proposals debated by Congress just
prior to its adjournment Nov. 18, and

Continued on page 37

A Whom benefit managers can turn to in Washington I
Name

American Society of
Pension Actuaries

Assn. of Private Pension

6 Welfare Plans

Employee Benefit
Research Institute

Employers Council on
Flexible Compensation

ERISA Industry
Committee

National Assn. of

Manufacturers

U.S. Chamber

of Commerce

Washington Business
Group on Health

Source: Business insurance research

Address

1413 K St. N.W.

Fifth Floor

Washington. D.C. 20005
202-737-4360

1201 Pennsylvania Ave. M.W.
Suite 340

Washington. D.C. 20004
202-7374666

2121 K St. 11.W.

Suite 860

Washington. D.C. 20037
202-6590670

1700 Pennsylvania Ave. N.W.
Suite 600

Washington. D.C. 20006
202-393-1728

888 17th St. N.W.

Washington. D.C. 20006
202-785-4443 (tax issues)

1919 Pennsylvania Ave. N.W.

Washington. D.C. 20006
202-828-5000 (other benefit issues)

1776 F St. M.W.

Washington. D.C. 20006
202·6263700

1615 H St. N.W.

Washington. D.C. 20062
2026596000

922 Pennsylvania Ave. S.E.
Washington. D.C. 20003
202·547-6644

Members

2,000: actuaries.

consultants. plan
administrators

550: employee benefit

managers. consultants.
actuaries. accountants.

attoneys. plan sponsors

85; employee benefit
consulting firms, insurers.
public pension plans.
accounting and actuarial
firrns

110: employers that are
interested in flexible

benefit plans; service
providers and consultants
can join as associate

members

118; large employers

12,000: broad range of
manufacturers

237.000; 90% have fewer

than 100 employees

200; large employers

Contact

Chester Salkind.

executive director

Ed Davey.
executive director

and general counsel

Dallas Salisbury.
president

Ivins, Phillips 6 Barker
(legal counsel)

Mayer. Brown & Platt
(tax issues)

Vedder. Price. Kaufman.

Kammholz & Day
(other benefit issues)

Sharon Canner.

employee benefits analyst

Michael Romig.

director of employee
benefits

Willis Goldbeck.

president

Remarks

Mainly concerned with issues
that affect small retirement

plans. Very aggressive group.

Very diverse membership. Has
become more active in the

lobbying arena. Represents
employers on a wide range of
benefit issues.

Benefits research organization.
Publishes books and numerous

studies on employee benefit
ssues.

Group founded in Movember
1981 and has grown rapidly.
Informational clearinghouse on

flexible compensation plans.
High-quality technical expertise.

Group established in 1974 to
represent large employers on
ERISA issues. Played a
significant role in the passage
of the Multiemployer Pension
Plan Amendments Act of 1980.

Seeking changes in the pension
termination insurance program
for single employers.

Business advocacy group.
Represents employers on a
wide range of benefit issues.

Business advocacy group.
Particular expertise in Social
Security and pension legislation.

Helps set up business health
care coalitions around the

country. Top-notch staff knows
the ins and outs of pending
health issues in Washington that
affect large employers.
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Name

Towers, Perrin, Forster & Crosby

William M. Mercer Inc.

(Marsh & McLennan Cos, Inc.)

The Wyatt Co.

Johnson & Higgins Inc.

Hewitt Associates

Top 10 benefit consultants

Human Resource Management Group
(Alexander & Alexander Services Inc.)

Buck Consultants Inc.

A.S. Hansen Inc.

James Benefits

(Fred S. James & Co. Inc.)

Meidinger Inc.

Total

1Company estimate. *U.S. operations only.

1983 gross revenuesl

$170 million

$130 million

$100 miltion2

$80 milliona

$60 million

$60 million

$60 million

$46 million

$41 million

$40 million

$787 million

38/ estimate; benefit consulting only.

Employees

2,000

1,913

1,200

790

850

742

650

10,315

Offices

19 U.S./33 total

36 U.S./69 total

25 U.S./27 total

37 U.S./45 total

17 U.S./18 total

46 tota12

8 U.S./9 total

18 U.S./19 total

44 U.S./54 total

23 U.S./total

Source: BIsurvey.

Benefit consultants

move into other areas
By LEN STRAZEWSKI

A steady diet of health care and
pension actuarial consulting con-
tinues to stimulate steady growth
among the nation's 10 largest em-
ployee benefit consultants, accord-
ing to a Business Insurance survey.

But as the competition increases
in these areas, consultants are be-

ginning to forage in other fields,
including tax, compensation man-
agement and general management
consulting.

This shifting of focus is not new,
employee benefit consultants say,
just another example of the cyclical
nature of their business.

Employee benefit consulting
boomed after the passage of the

Stability:
The strength to stand and endure

...

720

600

850

CNA's Group LTD program offers stability you can count on
One of the most important criteria in choosing
a Group Long Term Disability carrier is the
insurer's record of stability and strength in
the marketplace. When you turn to the CNA
Insurance Companies, you get the benefit of
stability, consistency and expertise developed
through 40 continuous years as a leader in the
marketplace.

With CNA, you get Group LID features that
meet your needs, including:

• Quick, accurate proposals

• Highly competitive rates, with cases
installed at quoted rates

• Broad contract with war the only exclusion

• Pre-x coverage for groups with as few as
ten lives

Put CNA's stability to work for you. For more
information on our Group LTD program, con-
tact your CNA agent or return the coupon below.

aa
For All the Commitments You Make

City

Mail to:

Special Risks Division
CNA Insurance Companies
CNA Plaza

Chicago, IL 60685

Name

Agenry

Aririr.Ef

Business Phone

State Zip

Best time to rall

Employee Retirement Income Se-
curity Act in 1974 as employers
modified retirement plans to com-
ply with new vesting, funding and
communications requirements. By
the time the major retirement plan
work began to thin, employers
wanted help to contain rapidly in-
creasing health care Costs.

Though group health benefits
and related health care cost con-

tainment consulting is far from ex-
hausted as a source of business for

consultants, new fields are already
developing thanks to modifications
in tax laws and new views toward

employee compensation.
Towers, Perrin Forster &

Crosby, the nation's largest em-
ployee benefit consulting firm, ac-
cording to survey information pro-
vided to Business Insurance by the
consultants, is a perfect example of
the ongoing changes in the em-
ployee benefit consulting business.

Known for years as primarily a
pension actuarial firm, TPF&C has
grown into a broad-based consul-
tant offering consulting services in
four general areas, according to
President James E. Kielley.

Employee benefit consulting is
still the largest source of business
for the company, providing more
than two-thirds of the $170 million
in gross revenues the company ex-
pects to generate this year, he
notes. But other areas also contri-

buted significantly to overall in-
come, which grew 21.4% from 1982.

Human resource management
and compensation consulting gen-
erates about 17% of TPF&C's reve-

nues, Mr. Kielley says, while gen-
eral management consulting and
actuarial and management consult-
ing for insurance companies com-
bine to provide about 12.5%.

"General management consult-
ing has been an expanding part of
our business since the mid-19705,"

Mr. Kielley explains.
"But since our merger this year

with Cresap, McCormick & Paget,
a general management consulting
company in Chicago, we expect this
field to become a much larger por-
tion of our business. For this rea-

son, we have now established a
general management consulting
group practice distinct from em-
ployee benefit consulting."

About 160 of the 200 employees
added to the TPF&C staff this year
were a result of the merger.

Even within the company's
mainstay business-employee ben-
efit consulting-the business mix is
changing. Retirement plan consult-
ing continues to shrink as a portion
of revenues, dropping to 49% of
revenues from 54% last year. Also,
employee benefit communications
consulting dropped to 8% of reve-
nues from 10% and international

consulting dropped to only 6% in
1983 from 13% in 1982.

Welfare plan consulting, includ-
ing health care cost containment
and compensation management,
were up slightly.

Mr. Kielley expects welfare plan
consulting to expand further next
year as the company expands its
computer-based employee benefit
management tools.

William M. Mercer Inc., the em-
ployee benefit consulting division
of Marsh & McLennan Cos. Inc.

and the nation's second largest em-
ployee benefit consulting firm, is
also growing and changing, accord-
ing to Chairman John Ireland.

Though Mercer does not track
revenues by specific consulting
areas, Mr. Ireland notes that pen-
sion actuarial consulting business
has shrunk, being supplanted by an
increase in consulting related to
health care.

Changes in tax laws, which pro-
Continued on facing page



Continued from facing page
vide new opportunities to form
thrift, profit-sharing or salary re-
duction benefits, are also expand-

ing, Mr. Ireland says, and fitting
into the company's growing role in
compensation consulting.

Compensation consulting, ac-
cording to Mr. Ireland, now ac-
counts for about 3% of the com-

pany's estimated 1983 revenues of
about $130 million and could grow
to as much as 15%.

Overall, Mercer's revenues grew
more than 8% from $120 million in
1982.

"Originally, I wanted to keep our
compensation business limited to
executive compensation only, but it
turned into something much more
general, including compensation
management for all levels (of em-
ployees) and incentive compensa-
tion planning," said Mr. Ireland.

M&M's consulting and financial
services group includes Mercer,
Marsh & MeLennan Group Associ-
ates (an employee benefit mass-
marketing company), Putnam and
Eberstadt investment management
companies and National Economic
Research Associates, a mieroecono-
mics consulting firm.

Mercer plans to expand its em-
ployee benefit consulting through
internal growth and acquisition.
Mercer has already announced
plans to merge with Meidinger Inc.,
the nation's 10th-largest employee
benefit consulting company (BI,
Dec. 5), and will need to spend at
least a year after completion of the
merger integrating staffs, accord-
ing to Mr. Ireland.

Meidinger would add about $40
million in revenues and 650 em-

ployees to Mercer's more than 1,900
workers. Pension and other retire-

ment plan consulting dominates
Meidinger's consulting practice.

Third-ranked Wyatt Co., whose
approximately $100 milllion in U.S.
revenues (up only about 2% from
1982) comes from compensation
and risk management consulting as
well as traditional employee bene-
fit areas, employs 1,200. Though
about 75% of Wyatt's revenues (up
from 68% in 1982) are generated by
retirement plan consulting, the
company has expanded compensa-
tion consulting to 8% of revenues
from 6% in 1982.

Wyatt's welfare plan consulting
and international benefit consult-

ing, however, are significantly
down from 1982.

Fourth-ranked Johnson & Hig-
gins, is the largest of the insurance
brokerage and consulting opera-
tions. Unlike Mercer, which is

owned by the same holding com-
pany as an insurance brokerage,
J&H's consulting business is part of
the brokerage operations and the
company actively sells group insur-
ance as well as consulting services.

In 1982, J&H announced that
24.1% of its revenues were derived

from employee benefits and in 1983
at least 25% of revenues were gen-
erated from benefits business.

Based on this information and

other industry sources, BI estimates
J&H's employee benefit operations
at about $80 million in gross reve-
nues for 1983.

John McEown, J&H executive

vp in charge of the company's em-
ployee benefit consulting practice,
also notes some changes in his
firm's business.

Employers are more interested in
designing flexible benefit plans
that give their employees more
choice and in containing health
care costs, he says.

Pursuing those areas of business,
J&H made two employee benefit
consulting acquisitions in 1983, Sib-
son & Co. in Princeton, N.J., a com-
pensation management and sales
incentive consulting firm, and
Winklevoss & Associates, a stochas-
tic forecasting company which spe-
cializes in developing pension fund
cost modeling programs for em-
ployers.

Winklevoss also markets a pen-

sion funding computer program,
which allows employers to predict
pension costs according to various
economic and investment assump-
tion within 3% accuracy over a 25-
year span.

The acquisitions contributed to
an increase of more than 100 em-

ployees at J&H.
Two consulting firms that want

to limit the expansion of their busi-
ness to employee benefits and com-
pensation consulting are fifth-
ranked Hewitt Associates and sev-

enth-ranked Buck Consultants Inc.

At Hewitt, gross revenues grew
17.6% to an estimated $60 million in
1983 and flexible benefits became

almost a corporate slogan. Staff
size, however, stayed the same at
850.

"Our singular objective is to be
the nation's premier consulting
firm in total compensation,"
explains Partner Richard W. Hut-
son, and for more than 150 of

Hewitt's nearly 2,700 clients, total

compensation involves a flexible
employee benefits program.

Buck Consultants reports a simi-
lar trend, according to Chairman
Hugh Gillespie, as more and more
of its clients move toward expand-
ing employee benefit options with
(401)k, or Section 125 salary reduc-
tion plans, thrift plans or flexible
spending accounts.

Though the company's tradi-
tional pension actuarial business
was up 35% over last year, revenues
generated from flexible benefits
and defined contribution plan con-
sulting were 41% higher than in
1982.

"These areas are the fastest

growing part of our business, run-
ning 20% of our total $60 million in
revenues," Mr. Gillespie.

Buck is positioning itself to take
greater advantage of plan design
changes and its clients' expanded
need for administrative help, Mr.
Gillespie says. The firm expanded
its data processing resources with a
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new IBM3083 computer and 30 new
employees including data systems
experts.

Other employee benefit consul-
tants ranked in the top 10 include
two other insurance brokerage sub-
sidiaries and one independent con-
sultant.

Fifth-ranked Human Resource

Management Group is a subsidiary
of Alexander & Alexander Services

Inc., the nation's second-largest in-
surance brokerage. HRM Group
employes 742, down from about 850
in 1982, and estimates 1983 gross
revenues at more than $60 million,

up more than 20% from last year.
As typical with brokerage-owned

companies, welfare plan consulting
-including cost containment and
other health care related consulting
-and employee benefit communi-
cations dominate the HRM Group
consulting practice and contribute
about 60% of gross revenues. Re-
tirement plan consulting contrib-
utes 30%.

in Workers' Cqmp,
the difference is
claims management.

The source is EBI.
EBI's topqualityclaims management service
gives producers the edge in competitive workers'
comp business. By helping clients truly
manage theirclaims. That means settling
claims fast and equitably. Givingquick per-
sonal response to questions. Treating people
fairly. And monitoring the status of more seri-
ous cases. The result is reduced claims

expense, better employee relations and lower
workers' compensation costs for your clients.

Superior claims management is only part
of EBI's workers' comp advantage. EBI also
provides sophisticated loss analysis and loss
control programs, rapid turnaround on
quotes, on-line policy issuance and competi-
tively priced coverage.

And, EBI brings you the greater resources
of the Orion Group companies' insurance
specialties, all working to make a difference in
your business.

Specialists in Workers' Compensation

EBI COMPANIES

; ORIONGROUB INC.

Farmington, CT 06032

Eigth-ranked A. S. Hansen Inc.
employes 600 and estimates $46
million in gross revenues for 1983.
Also known as a pension plan and
actuarial consulting specialist, Han-
sen reports that about 75% of its
revenues are generated by general
retirement, actuarial and welfare

plan consulting. About 10% of its
revenues are derived from com-

pensation consulting, up from 2%
last year.

Ninth-ranked James Benefits, a

division of insurance brokerage
Fred S. James & Co. Inc., employs
850 and estimates gross revenues of
$41 million in 1983. A combination

of employee benefit consultant and
administrator Galbraith & Green

and James' employee benefit sales
operations (merged in 1982), James
Benefits performs mostly welfare
plan and cost containment consult-
ing (81%) and administrates self-
funded employee benefit plans for
Fred S. James and independent eli-
ents. .

/'.lili'
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Directory of employee benefit consultants

Aldrich & Cox Inc.
1900 Ridge Road, Buffalo, N.Y.
14224; 716-675-6300

Year founded: 1951.

Services provided: 30% of gross
revenues from benefit consulting,
70% of gross revenues from activi-
ties other than benefit consulting.

Welfare plan consulting: 90%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, evaluation of
other service providers, ongjing
plan supervision including loss re-
view and control, dealing with
agents/brokers, annual plan re-
view.

Communication consultinf: 5%
of business. Includes general 2on-

Business Insurance
is available in Microform

University Microfilms
international

300 North Zeet Ri,ad. Dept. P.R.. Ann Arbor. Mi . -*10¢,

sulting on communications pro-
grams, benefit statement prepara-
tion.

Compensation consulting: 5%
of business. Executive incentives,
other executive perks.

Staff: 13 total staff members;
nine professionals, including one
attorney, four CPCUs, two ARMs.

Clients: 3C total clients; 30% with
more than 500 employees, 70% with
fewer than 500; 95% corporations,
5% individuals; no minimum size
client.

Compensation: By the project;
on retainer; by the hour, $50-$75,
depending on assignment.

1983 gross revenues: Not re-
ported.

Principal officers: Herbert Cox,
president; Charles Cox, James
Hood Jr., vps.

Allied Benefit

Systems Inc.

401 N. Michigan Ave., Chicago, Ill.
60611; 312-321 -5071

Year founded: 1980.

Services provided: 10% of grids
revenues from benefit consulting
90% of gross revenues from activi
ties other than benefit consulting

Retirement plan consulting:
15% of business. Includes plan

design consulting, record keeping

work for defined contribution

plans, plan administration consult-
ing, asset accumulation /investment
consulting.

Welfare plan consulting: 70%
of business. Includes plan design
consulting, selection of funding
media consulting, broking the in-
surance to insurers, evaluation of
other service providers, claims ad-
ministration by company.

Communication consulting: 7%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

Compensation consulting: 8%
of business. Executive incentives,
other executive perks.

Staff: Eight total staff members;
three professionals, including cne
attorney, one dentist.

Clients: 105 total clients; 13%
with more than 500 emplo> ees, 90%
with fewer than 500; 80% zorpora-
tions, 20% multiemployer plans; no
minimum size client.

Compensation: By the project;
commissions for insurance placed
with inderwriters; on ret: iner; by
the hour, senior consultant, $130;
junior consultant, $75; clerical, $25.

1983 gross revenues: $400,000.
Principal officers: Laurence

Wilneff, president; 3en B.
Schenker, secretary/treasurer.

Continued on facing page

A How to use consultants' listings
The information contained in this directory of employee benefit

consulting firms was provided by the consultants that filled out a
questionnaire from Business Insurance. The directory is an editorial
listing; there is no charge to appear in it. BI is not responsible for the
accuracy of the information provided because there are no indepen-
dent sources of information to consult for verification.

The listings of the year founded and parent company show
when the consultant was founded and if it is owned by another
company. If you are concerned about using consultants unaffiliated
with brokers or insurance companies, you will want to check here.

Services provided shows what percentage of revenues a firm de-
rives from benefit consulting and from other activities. Every com-
pany that does some amount of employee benefit consulting is listed,
although the firm may do a majority of business in another field.

You can identify the areas of expertise of a consultant by looking
at what percentage of its business is conducted in the areas of retire-
ment plan consulting, welfare plan consulting, communica-
tions consulting, international consulting and compensation
consulting. Also listed under these headings are specific projects the
consultant performs in these categories, which also may include
ncn-consulting services like claims administration.

If the consultant has offices other than its corporate headquarters,
they are listed under locations.

If you need special expertise, check what professionals are identi-
fied under the staff heading, which shows the size of a consultant's
staff. The full designations of the professionals on the staff, which
are abbreviated in the directory, are identified below.

The current clients of a consultant are identified by size and type
(corporate, multiemployer plans or individuals) to help you identify
consultants that handle your type of business.

Under the compensation heading are details on how each consul-
tant bills for its services. The 1983 gross revenues reveal how much
business a consultant has conducted this year.

Here are the full professional designations for the abbreviations
listed under staff that may not be familiar to all:

ACA is Associate of Conference of Actuaries in Public Practice; ACAS is Associ-
ate, Casualty/Actuarial Society; AEP is Accredited Executive Personnel; AIC is
Associate in Claims; ARM is Associate in Risk Management; ASA is Associate,
Society of Actuaries; CAS :s Member of the Casualty/Actuarial Society; CEBS is
Certified Employee Benefi-3 Specialist; ChFC is Chartered Financial Consultant;
CIC is Certified Insurance Counselor; CLU is Chartered Life Underwriter; CMC is
Certified Management Consultant; CPA is Certified Public Accountant; CPCU is
Chartered Property & Casualty Underwriter; CSP is Certified Safety Professional;
DMD is Doctcr of Dental Medicine; EA is Enrolled Actuary; FCA is Fellow, Con-
ference of Actuaries; FCAS is Fellow of the Casualty/Actuarial Society; FCIA is
Fellow, Conference of Actuaries; FLMI is Fellow, Life Management Institute;
FSA is Fellow, Society of Actuaries; FSPA is Fellow, Society of Pension Actuaries;
MBA is Master of Business Administration; MAAA is Member, American Acad-

mey of Actuaries; MCA is Member of Conference of Actuaries in Public Practice;
MLS is Master in Library Science; MSPA is Member, Society of Pension Actuaries;
PE is Professional Engineer; Ph.D. is Doctor of Philosophy; RHU is Registered
Health Underwriter; RN is Registered Nurse.

The Wetzel
Company,Inc
Excess and
Surplus Lines
Reinsurance.
Treaty and
Facultative

P.O. Box 66452

Houston. Texas 77266
AC713/523-3003
Telex 76-2053

Norwood Tower, Suite 300
114 West 7th Street
Austin, Texas 78701
AC512/480-8231
Telex: 76-7134
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American Health

Management &
Consulting Corp.
85 Old Eagle School Road,
Stafford, Pa. 19087; 215-293-9367

Year founded: 1973.

Services provided: 60% of gross
revenues from benefit consulting,
40% of gross revenues from activi-
ties other than benefit consulting.

Other consulting services: 70%
of business. Includes health care

cost-containment programs; modi-
fication of medical and dental ben-

efit plans; selection of claims man-
agement system, third-party inter-
mediaries and insurers; analysis of
medical and dental claims data; de-
velopment of multiemployer coali-
tions; implementation of specific
cost-containment strategies; organ-
ization, management and monitor-
ing of HMOs, PPOs and prepaid
dental programs.

Preventive medical and well-

ness programs: 30% of business.
Includes prescriptive exercise pro-
grams; health promotion programs;
consulting in all phases of preven-
tive medical and wellness program
design, implementation and man-
agemen:; microcomputer-based
software systems design for track-
ing individual and group progress
in exercise programs; health hazard
appraisals.

Staff: 68 total staff members; 15
professionals, including nine
MBAs, one CLU, one attorney, one
Ph.D., three DMDs.

Clients: Total clients not re-

ported; 100% with more than 500
employees; 95% corporations, 5%
multiemployer plans; minimum
size client, 500 employees.

Compensation: By the project;
on retainer; by the hour, senior
consultant, $125; junior consultant,
$80; clerical, $15.

1983 gross revenues: $:.75 mil-
lion.

Principal officers: John R. Am-
sterdam, president; Richard A.
Robson, vp; Michael H. Honig,
director-health care cost contain-

ment.

B

Benefit

Communicators Inc.

9939 Hibert St., Suite 101, San
Diego, Calif. 92131; 619-566-8860

Services provided: 100% of gross
revenues from benefit consulting.

Communication consulting:
100% of business. Includes general
consulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation, em-
ployee newsletter preparation,
drafting of plan documents and
summary Flan booklets.

Locations: San Francisco; Los
Angeles; Chicago; Denver; Minne-
apolis.

Staff: 19 total staff members.
Clients: 250 total clients; 67%

with more than 500 employees, 33%
with fewer than 500; 60% corpora-
tions, 40% multiemployer plans;
minimum size client, 50 employees.

Compensation: By the project.
1983 gross revenues: $1.6 mil-

lion.

Principal officers: Douglas
Lonergan, president; Linda
McConnell. vp; William Spencer,
vp-creative services; Paula Pris-
mon, operations manager; David
Gluck, manager-technical services.

Benefit Plan

Administrators Inc.

Box 3208, Wichita, Kan. 67201;
316-262-3578

Year founded: 1970.

Services provided: 100% of gross
revenues frcm benefit consulting.

Retirement plan consulting:
10% of business. Includes plan de-

sign consulting, record-keeping
work for defined contribution

plans, record-keeping and adminis-
tration systems consulting, plan ad-
ministration consulting, selection
of funding media consulting.

Welfare plan consulting: 85%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, evaluation of
other service providers, claims ad-
ministration by company.

Communication consulting: 5%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation.

Staff: 10 total staff members; 5
professionals, including one CLU.

Clients: 12 total clients; 50% with
more than 500 employees, 50% with
fewer than 500 employees; 67% cor-
porations, 33% multiemployer
plans; no minimum size client.

Continued on next page
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DENTAL COSTS
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RISING:'
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Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here.) Surface Mail. By Air.
USA 0 $45
Canada El $59 0 $95
Bermuda (Air only) O $90
Europe/Middle East (Air only) O $86

All other foreign [3 $59 Rates on request.

,7 new subscription. ' 1 renewal. ' 1 payment enclosed.
' 1 bill me. , 1 bill company.

name

title

company

nature of business

(please print)

3 business or 7 home address

city state/country zip/postal code

3 Please send information on your special 25%-off group rate
for five or more subscriptions.

3 I prefer not to receive information or advertising by mail from
companies not affiliated with Crain Communications.

Mail to: Business Insurance

Circulation Dept. 740 Rush Street Chicago, IL 60611

We don't blame you. Many employers
have been hesitant about adding a den-
tai care plan because of spiraling
costs despite the popularity of such
plans with employees.

But we have a solution: New York

Life's Scheduled Dental Care Plan. With

it, you can pr()vide the dental care ben-
efits for your employees and still keep a
rein on costs.

Unlike most dental plans which pay
benefits for usual or prevailing charges,
our Scheduled Dental Care Plan sets a

limit on the amount payable for each
procedure. This helps stabilize premium
costs and may enable you to select
the time and amount of any increase
in benefit levels.

There's also a wide variety of benefit
options, deductibles, maximums, and
other features that can keep your initial
costs clown. Why not ask your New
York Life Group Specialist for full details
today about dental care without the pain.

661nSKME:'
New York LiSe Insurance Company. 51 Madison Avenue. New York, NY 10010. In Canada: Royal Ban,k Plaza. South Tower. Toronto, Ontario MSJ 2J3. Life. Group and Health Insurance, Annuities, Pension Plans.
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Health Care Cost
Containment Edition

Your Health & Fitness magazine

a new concept in employee communication

• Brings vital information on health care consumerism to
your employees and their families: how employees can
utilize health careservicesand benefits ..stay healthy by
strengthening good health habits... use available cost
containment ideas.

0 Helps your company control health care costs.
0 Personalized for your company with your name and logo

and employee relations message imprinted on the front
cover FREE.

YOUR HEALTH & FITNESS reaches two million readers each issue For
over ten years, we have published award-winning health educatior
materials. The new Health Care Cost Containment Edition con-
tinues this tradition of high quality
Please call or write for free review copies and further information
about the new Health Care Cost Containment Edition.

Marketing Dept.
YOURHEALTH&FITNESS
3500 Western Ave. TOLL-FREE. 800-323-5471
Highland Park, IL 60035 Illinois. 312-432-2700

Your

Logo Here

Containment Edition

Continued from previous page
Compensation: By the project;

commissions for insurance placed
with underwriters; by the hour, se-
nior consultant, $80-$100; junior
consultant, $30-$50; clerical, $19.

1983 gross revenues: $400,000.
Principal officers: Jerry W.

Cole, president; Dee Hylton, vp;
Larry Armfield, secretary/trea-
surer.

Benefit Planning
Services

10 Gould Center. Golf Road, Rolling
Meadows, 111. 60008; 312-640-8500

Year founded: 1973.

Parent company: Arthur J.
Gallagher & Co.

Services provided: 40% of gross
revenues from benefit consulting,
60% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
25% of business. Includes plan de-
sign consulting, record-keeping
work for defined contribution

plans, record-keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing.

Welfare plan consulting: 60%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, evaluation of

other service providers, claims ad-
ministrazion by company.

Communication consulting: 5%
of business. Includes general con-
sulting on communications pro-
grams, booklet preparation.

International benefits consult-

ing: 1% of business. Includes con-
sulting from the United States.

Locations: Miami; Sacramento,
Calif.; Dallas; White Plains, N.Y.;
St. Louis.

Staff: 49 total staff members; 15
professionals, including two FSAs,
two ASAs, two MBAs, four CEBS,
five CLUs.

Clients: 950 total clients; 15%

with more than 500 employees, 85%
with fewer than 500; 90% corpora-

NEW MEDICAL

STOP LOSS FACILITY

CIO
Medical Stop Loss

ARAS Program (25+ Participants)
Specific & Aggregate

Group Life & AD&D
Disability Income (WI & LTD)
Medical Conversion

High Limit Disability
PTD & TTD (Monthlyand/or Lump Sum)

COX INSURANCE GROUP, INC.

P.O. BOX 27766

3711 E. SOUTHPORT RD.

INDIANAPOLIS, INDIANA 46227
(317) 887-0030 Telex 276252

Correspondent with Lloyds of London

tions, 10% multiemployer plans;
minimum size client, three employ-
ees.

Compensation: By the project;
commissions for insurance placed
with underwriters; on retainer; by
the hour, senior consultant, $100-

$140; junior consultant, $35-$75;
clerical, $25.

1983 gross revenues: $4.7 mil-
lion.

Principal officers: A. William
Greenfield Jr., corporate vp; Mi-
chael MeDermott, president-PMA,
James N. Price, vp-Benefit Plan-
ning Services.

Booke & Co.

310 W. Fourth St., Winston-Salem,
N.C. 27101; 919-748-1120

Year founded: 1940.

Services provided: More than
50% of gross revenues from benefit
consulting, less than 50% of gross
revenues from activities other than

benefit consulting.
Retirement plan consulting:

Includes plan design consulting, ac-
tuarial work for defined benefit

plans, record-keeping work for de-
fined contribution plans, record-
keeping and administration sys-
tems consulting, plan/trust legal
document drafting, plan adminis-
tration consulting, selection of
funding media consulting, asset ae-
cumulation/investment consulting.

Welfare plan consulting: In-
cludes plan design consulting, se-
lection of funding media consult-
ing, insurer/broker selection co-
sulting, claims administration.

Communication consulting:
Includes general consulting on
communications programs, benefit
statement preparation, booklet
preparation, audiovisual program
preparation.

Compensation consulting: In-
cludes executive incentives, other

executive perks.
Locations: Birmingham, Ala.;

Charlotte and Winston-Salem,
N.C.; Columbus, Ohio.

Staff: 240 total staff members; 88
professionals, including eight
FSAs, three ASAs, 13 MBAs, eight
CEBS, five CLUs, six attorneys, six
CPAs, seven EAs.

Clients: More than 1,000 total
clients; 25% with more than 500

employees, 75% with fewer than
500; 99% corporations, 1% multiem-
ployer plans; no minimum size eli-
ent.

Compensation: By the project;
by the hour, senior consultant, $85-
$130; junior consultant, $50-$75;
clerical, $25-$45.

1983 gross revenues: $12.1 mil-
lion.

Principal officers: C.M. Beards-
ley, chairman; S.L. Booke Jr., pres-
ident; D.C. Ingram, executive vp;
R.L. Vaughn, R.M. Carlisle, senior
vps.

Buck Consultants Inc.

2 Pennsylvania Plaza, New York,
N.Y. 10121, 212-2794400

Year founded: 1916.

Services provided: 40% of gross
revenues from benefit consulting,
60% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
Includes plan design consulting, ac-
tuarial work for defined benefit

plans, record-keeping work for de-
fined contribution plans, record-
keeping and administration sys-
tems consulting, plan / trust legal
document drafting, plan adminis-
tration consulting, selection of
funding media consulting.

Welfare plan consulting: In-
cludes plan design consulting, se-
lection of funding media consult-
ing, insurer/broker selection con-
sulting, evaluation of other service
providers, 501(c)9 trusts.

Communication consulting:
Includes general consulting on
communications programs, benefit
statement preparation, booklet
preparation, audiovisual program
preparation.

International benefits consult-

ing: Consulting from the United
States.

Compensation consulting: In-
cludes wage and salary administra-
tion, 401(k) plans, CODAs, PAY-
SOPs, etc.

Locations: Atlanta; Boston; Chi-

cago; Dallas; Fort Wayne, Ind.;
Pittsburgh; San Francisco; Wash-
ington; Toronto.

Staff: 720 total staff members;

520 professionals, including 37
FSAs, 45 ASAs, seven CEBS, 94 en-
rolled actuaries.

Clients: 1,000 total clients; 80%
with more than 500 employees, 20%
with fewer than 500; 80% corpora-
tions, 20% non-profit organizations
and governmental plans; no mini-
mum size client.

Compensation: By the project;
by the hour, senior consultant, $92-
$200; junior consultant, $52-$104.

1983 gross revenues: $60 mil-
lion.

Principal officers: Hugh Gille-
spie, chairman; Douglas C. Borton,
George T. Favetta, members-office
of the president.

Bushnell, Ducham & Co.
34 Roosevelt Highway, Colchester,
Vt. 05446; 802-655-3906

Year founded: 1977.

Services provided: 100% of gross
revenues from benefit consulting.

Retirement plan consulting:
50% of business. Includes plan de-
sign, actuarial work for defined
benefit plans, record-keeping work
for defined contribution plans, rec-
ord-keeping and administration
systems consulting, plan/trust legal
document drafting, plan adminis-
tration consulting, selection of
funding media consulting, asset ac-
cumulation/ investment consulting,
plan termination administration.

Welfare plan consulting: 30%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, evaluation of
other service providers, audits, ac-
tuarial consulting.

Communication consulting:
18% of business. Includes general
consulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

Compensation consulting: 3%
of business. Executive incentives,

other executive perks.
Staff: 10 total staff members;

four professionals, including one
ASA, one CLU, one accountant,

one programmer.

Clients: 175 total clients; 100%
with fewer than 500; 95% corpora-
tions, 1% multiemployer plans, 4%
individuals; minimum size client,

50 employees.
Compensation: By the hour, se-

nior consultant, $100; junior consul-
tant, $50; clerical, $35.

1983 gross revenues: $300,000.
Principal officers: James E.

Bushnell, president; David A. Du-
cham, vp; Patricia Mahoney, trea-
surer; Brent O'Donnell, secretary.

C

CCI Administrators

1601 Bethel Road, Columbus, Ohio
43220; 614-459-3933

Year founded: 1981.

Parent company: Compensation
Consultants Inc.

Services provided: 100% of gross
revenues from benefit consulting.

Welfare plan consulting: 100%
of business.

Staff: Nine total staff members,
including one attorney.

Clients: 14 clients; 17% with
more than 500 employees, 83% with
fewer than 500 employees; mini-
mum size client, 50 employees.

Compensation: By the project;
commissions for insurance placed
with underwriters.

Continued on facing page
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Cont:nued fromfacing page 1983 gross revenues: Not re- Locations: Sacrament- and Or-

1983 gross revenues: $16 mil- ported ange County, Calif
lion (combined company revenue) Principal officers: Robert Staff: 41 total staff members,

Principal officers: Richard Al- Clark, chairman, David Bardes three professionals, incliding one
kire, president, Michael Graham, president, W Thomas Wamberg attorney
vp, Roy T Miller, executive vp Joseph Lemmer, senior vps. Herr> Clients: 10 :otal clients, 80% with

J Smith, executive vp more than 500 emploees. 20% with
Cal/Group fe4 er than 500, 20% corE orations,

527 E Rowland Ave., Second Consulting Managers of 80% multiemployer plans, no mini-
Floor, Covina, Calif 91722, California mum size client KM INSURANCE COMPANY
818-967-2878 Compensation: B> the proJect,1633 Old Bayshore Highwav, Suite A Member of the K mart Insurance Group

252, Burlingame, Calif 94010, oy the hour, senior coisulcant, $90-
Year founded: 1968 415-692-1414 $1.11 clerical, 515-$20
Services provided: 90% of gross Year founded: 1975 1983 gross revenues: $860,000 Commercial Lines

revenues from benefit consulting, Services provided: 80% of gross Principal officers: Charles T
10% of gross revenues from activi- revenues from benefit consulting, Ht-tford. president, Larry D Fe-

• Special zing in medium to large size accounts

ties other than benefit consulting 20% of gross revenues from activi- lion, Roger E Ehret, vps • Working through Independent Agents & Brokers
Welfare plan consulting: 10% ties other than benefit consulting

of business Includes plan design
• Full service company offering unbundled plans

Welfare plan consulting: 100%
consulting, selection of funding of business Includes plan design Corporate Resources Inc.

media consulting, insurer/broker consulting, selection of funding 666 Fifth Ave, New York, N Y 5720 LBJ FREEWAY SUITE 500

selection consulting, claims admin- media consulting, insurer/broker 10103 212-582-0204 DALLAS TEXAS 75240
214/991-1515

istration, reinsurance selection consulting, claims admin-
Other consulting services: 90% istration by Baine Associates Inc Year founded: 1972

of business Includes dental and vi- and Health Program Managers Services provided: 100% of gross
sion programs for associations, Inc, prospective and renewal rat- revenues from benefit consulting
multiple employers (small group) ing Continued on neort page
and large employer plan design

Locations: South San Francisco, Calif

Staff: 33 total staff members, 10

professionals, including one ASA,
one MBA, one CLU, one attorney

Clients: More than 600 total eli-
ents, 10% with more than 500 em-

ployees, 90% with fewer than 500,
JAMES IS HERE

50% corporations, 50% multiem-
ployer plans, no minimum size ch-
ent PARTNERS IN PROTECTING AND MOTIVATING

Compensation: By the project,
commissions for insurance placed YOUR GREATEST RESOURCE-YOUR EMPLOYEES.
with underwriters

Today, when employee benefits monitit-te social, economiz, and gest a feasibility study For more in-1983 gross revenues: More than
$1 million and incentive-compensation plans egal changes In health-ca-e and formation, please call Fred S James

Principal officers: Jack G average more than 40 percert of industry organizations-in yderto (212) 747-8219, or write
Magnus, president, Renny Thomas, payrolls, many companies are advise yo-1 of the latest develop- Corporate Communicationsexecutive vp/managing un- beginning to see wh4 James is here ments, ard to better serve four
derwriter, Betty McFarlane, ad- Fred S James & Co, Inc
ministrative vp, Richard Krost, We are here to help you design, changing needs 55 Water Street
treasurer fund, and admirister trese Fro- In a flel j as complex as -his, New York, NY 10041

grams We are here Anth a sfecial- involv.rig both insurance and self-
Clark/Bardes ized team for all forrrs of heath, insurance, you need the kind of

Organization Inc. disability and death benefits, *ax- comp-ehensive service we provide Jarn€s
100 S Prospect, Park Ridge, 111 qualified retirement, ard employee- To help you decide how to man- » FRED S JAMES & CO, INC

60068, 312-698-1090 compensatior plans age your benefits and comoensation YOUR PARTNERS

We are also here to contirually plans -noreeest-effectively. «e-sug- IN RISK MANAGEMENT
Year founded: 1967

Services provided: 100% of gross 6 - 4 *1 8 --7 . Member Nahonol A$,coohon of Insurance Broken

revenues from benefit consulting
Retirement plan consulting: irmr'\ ..::;

15% of business Includes plan de- 0 1931"0" 3

sign consulting, actuarial work for
defined benefit plans, record-keep- i:1:8 1 1$ r ,!1? · THUL/3 rit:ing work for defined contribution 111 2 i '4

I :,5 /3 4. L

plans, record-keeping and adminis- 551' T.f -
tration systems consulting, ; ,U-<- ri,m.,M,A,1 f :,..... '*% 7 . 01#4%plan/trust legal document drafting, - *3> 4

1
plan administration consulting, se-
lection of funding media consult- , ..F .344» 2, 411 =,WE / 7'=- "' w
1ng

Welfare plan consulting: 75%
t1

f

of business Includes plan design
consulting, selection of funding

4 4.- ,
..4{ .& 0/
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media consulting, insurer/broker 148 r '' I e

selection consulting, broking the 11

insurance to insurers, evaluation of &

other service providers
Communication consulting: 5% 0

6,1, tr

of business Includes general con- .

sulting on communications pro-
e

grams, benefit statement prepara- Uidl*··«.
tion, booklet preparation, audiovi-
sual program preparation

Compensation consulting: 5%

other executive perks, wage and
of business Executive incentives,

4--.
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fl j > 6 :
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salary administration - *eL
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Locations: Pittsburgh, New .

Yr
York, Greenwich, Conn, Vero -ta

Beach, Fla, Dallas, Minneapolis, 0
,·44

uhlisglaDetrolt, Monroe, La. - 6

4 4.0
Staff: 100 total staff members, 25 (dprofessionals, including three

FSAs, one ASA, five MBAs, 10 r

CLUs, two attorneys 0.

Clients: 180 total clients, 70%

with more than 500 employees, 30%
with fewer than 500,90% corpora- / iMb
tions, 5% multiemployer plans, 5% - - i

individuals, no minimum size eli-
f i

ent f

.

+
f

Compensation: By the project,
commissions for insurance placed Ci

with underwriters, on retainer, by
the hour, senior consultant, $75-

r

»Of
'35,- -

$150, Junior consultant, $35-$50,
clerical, less than $35
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ARC HEALTH SERVICES, INC.

A New Advanced Claims System
For Self Administration

0 Automatic Assignrrent of ICD9, CPT4, ADA (dental)
U816 (Hospital'· codes by b Jilt-in medical dictionary.

0 Benefit rules, deductibles, eligibility, coirsurance,
maximums, and duplicate 3hecki ig are handled auto-

matically, on lire, rea time.

0 Automatic generatio, of cor-espondence.

C Specifically desigred for today s complex benefits-
flex benefits, cafeteria pia-,44)1(K).

C A cost effective package · naroware and software)
from 1500 to any size population.

16775 ADDISON ROAD, SUITE 201
DALLAS, TEXAS 75248

(214) 248-6241

1 1*.

2<tt

1/

Continued from previous page
Retirement plan consulting:

35% of business. Includes plan de-
sign consulting, plan administra-
tion consulting, selection of fund-
ing media consulting.

Welfare plan consulting: 40%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, evaluation of
other service providers.

Communication consulting:
10% of business. Includes general
consulting on communications pro-
grams, booklet preparation, audio-
visual program preparation.

Compensation consulting: 15%
of business. Executive incentives,

other executive perks.

Staff: Seven total staff members;
three professionals, including one
CLU.

Clients: 20 total clients; 75% with
more than 500 employees, 25% with
fewer than 500; 100% corporations;
minimum size client, 100 employ-
ees.

Compensation: By the project.

1983 gross revenues: More than
$700,000.

Principal Officers: David L.
Stone, president; Frances Morton,
Rosanne Esposito, vps.

We Specialize In

MARIHE
INSURANCE
And in The·Reliable Underwriting of a
Wide Variety of Risks. We're not the largest
marine insurance company, but big doesn't
necessarily mean best. And as the service
record shows, our reputation for reliability
and innovation is unrivalled. Ourclients include

small fishing boat operators as well as large
multi-national corporations. Whoever they
are, whatever their risks, all receive the same
personalized attention and share the benefits
of fair, competitive rates and comprehensive
protection. If you are in a business requiring
underwriting of marine related risks, please
give us a call. You won't be sorry.

We offer onshore as well as offshore

coverage to the oil and natural gas drilling
industries for rig physical damage, cost of
control, loss of earnings, seepage and
pollution, drilling and re-drilling and
comprehensive general liability.

Call or write for a copy of our brochure-
Continental Underwriters, Ltd., "Who We Are,
What We Can Do For You."

Continental

Undetwriters, Ltd.
419 Decatur St.

New Orleans, LA. 70130

Telephone (504) 581-7493
Telex: 58-318 • 266052 CULTDi
Correspondents at Lloyds ot London

Corroon & Black
Benefits Inc.

301 Plus Park Blvd., P.O. Box 1280,
Nashville, Tenn. 37202;
615-367-9707

Year founded: 1957.

Parent company: Corroon &
Black Corp.

Retirement plan consulting:
6% of business. Includes plan design
consulting, actuarial work for de-
fined benefit plans, record-keeping
work for defined contribution

plans, record keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing, executive benefits.

Welfare plan consulting: 84%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, evaluation of

other service providers, claims ad-
ministration by company and sub-
sidiary Cook Administrators.

Communication consulting: 9%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

International benefits consult-

ing: 1% of business. Includes con-

sulting from the United States.
Locations: St. Louis, Los An-

geles, Seattle.
Staff: 492 total staff members; 68

professionals, including three
FSAs, five ASAs, three MBAs, 21

CLUs, six attorneys, four FLMI,
three RHU.

Clients: 23,486 total clients; 4%
with more than 500 employees, 96%
with fewer than 500; no minimum
size client.

Compensation: By the project;
commissions for insurance placed
with underwriters; by the hour.

1983 gross revenues: $29.3 mil-
lion.

Principal officers: Don King,
president; Dick Carpenter, execu-
tive vps; John Jackson, vp, chief fi-
nancial officer.

D

Darby & Associates Inc.
Penntower, 3100 Broadway,
Kansas City, Mo. 64111;
816-753-8775

Year founded: 1981.

Services provided: 12% of gross
revenues from benefit consulting,
88% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
5% of business. Includes plan design
consulting.

Welfare plan consulting: 70%
of business. Includes plan design
consulting, selection of funding
media consulting, evaluation of
other service providers, claims ad-
ministration.

Communication consulting:
15% of business. Includes benefit

statement preparation, booklet
preparation.

International benefits consult-

ing: 10% of business. Includes con-
sulting via overseas correspondents
and from the United States.

Staff: 22 total staff members; six
professionals, including one FLMI,
one RHU, one AEP.

Clients: 275 total clients; 30%
with more than 500 employees, 70%
with fewer than 500; 40% corpora-
tions, 60% multiemployer plans;
minimum size client, 25 employees.

Compensation: By the project;
commissions for insurance placed
with underwriters; on retainer; by
the hour.

1983 gross revenues: Not re-
ported.

Principal officers: Roy 0.
Darby, president; Peter Cusack, ex-
ecutive vp; E.F. Thomas, senior vp;
Sandra Casteel, assistant secretary-
claims; Joseph B. Sanehes,
vp/director of underwriting; E.G.
Thomas, senior vp.

Daskais & Walls Inc.

2 N. Riverside Plaza, Chicago, Ill.
60606; 312-648-7400
Year founded: 1966.

Parent company: Noble
Lowndes International Holdings
Ltd.

Services provided: 90% of gross
revenues from benefit consulting,
10% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
79% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing and administration systems
consulting, plan / trust legal docu-
ment drafting, plan administration
consulting, selection of funding
media consulting.

Welfare plan consulting: 1% of
business. Includes plan design con-
sulting.

Communication consulting: 8%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation.

Other consulting services: 12%
of business. Includes analysis of
elements of labor cost, personal in-
jury and divorce work for attor-
neys, insurance company consult-
ing, government agency consulting,
investment analysis.

Locations: New York and loca-

tions worldwide.

Staff: 12 total staff members;
seven professionals, including five
FSAs, two ASAs.

Clients: 80 total clients; 27% with

more than 500 employees, 83% with
fewer than 500; 60% corporations,
13% multiemployer plans, 22% indi-
viduals, 5% government; no mini-
mum size client.

Compensation: By the hour, se-
nior consultant, $123-$165; junior
consultant, $101-$112; clerical, $15-
$19.

1983 gross revenues: $1.05 mil-
lion.

Principal officers: Richard
Daskais, Charles Walls, Karen
Krist, Dianne Weitzenkamp,
Charles Chittenden.

Doerr, Burns &
Associates Inc.

311 W. Superior St., Chicago, Ill .
60611; 31 2-280-5700
Year founded: 1979.

Services provided: 100% of gross
revenues from benefit consulting.

Retirement plan consulting:
7% of business. Includes plan design
consulting, record-keeping work
for defined contribution plans, rec-
ord-keeping and administration
systems consulting, plan adminis-
tration consulting, selection of
funding media consulting, asset ac-
cumulation/investment consulting.

Welfare plan consulting: 83%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, evaluation of
other service providers,

Communication consulting: 4%
of business. Includes general con-
sulting on communications pro-
grams, booklet preparation.

International benefits consult-

ing: 4% of business. Includes con-
sulting from the United States.

Compensation consulting: 2%
of business. Executive incentives,

other executive perks.
Staff: Seven total staff members;

five professionals, including one
MBA, one CEBS, two CLUs.

Clients: 45 total clients; 80% with
more than 500 employees, 20% with
fewer than 500; 90% corporations,
10% multiemployer plans; no mini-
mum size client.

Compensation: By the project;
on retainer; by the hour, senior
consultant, $125; junior consultant,
$60.

1983 gross revenues: More than
$300,000.

Principal officers: John E.
Doerr, president; Richard J. Burns,
executive vp; James T. Lundberg,
vp; David A. Taaffe, Tracey L.
Schroeder, consultants.

Continued on facing page
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Continued fromfanng page tions, 2% multiemployer plans, 3% Compensation consulting: 5% Fortune & Co./Risk 1983 gross revenues: $700,000

individuals, minimum size client, of business Includes executive in- Managers Inc. Principal officers: F Richard

E
centive, other executive perks

Atkinson, W James Michelsen, se-
15 employees

Compensation: Commissions for Locations: Denver (Byerly & 7933-A State Line Road, Box 8643, nior partners
insurance placed with un- Co Inc),New York, Hinsdale, Ill, Kansas City, Mo 64114,

816-444-6855
derwriters, on retainer, by the Troy, Mich, St Louis, San Jose,The Emcom Group Inc.

G
hour, senior consultant, $80 Calif, Wichita, Kan, Phoenix,

P O Box 545, Newtown, Pa. 18940,
Year founded: 1978

1983 gross revenues: Not re- Ariz, Des Moines, Iowa, Cheyenne,
215-493-8599 Services provided: 15% of gross

ported Wyo (Byerly & Co Inc of Wyo- revenues from benefit consulting, Glenn, Nyhan &
Year founded: 1979 Principal officers: Carl A ming)Services provided: 95% of gross Plosse, chairman, John B Walton, Staff: 73 total employees, 39 pro- 85% of gross revenues from activi- Associatesbes other than benefit consulting 55 New Montgomery St, San

revenues from benefit consulting, executive vp, Bruce Walter, vp, fessionals, including five FSAs, Welfare plan consulting: 90% Francisco, Calif 94105,

5% of gross revenues from activities John Jackson, account executive four MBAs, two CEBS, four CLUs, of business Includes plan design 415-777-2341
one attorney

other than consulting
Communication consulting: Executive & Employee Clients: 1,550 total clients, 10% consulting, selection of funding

90% of business Includes general Benefit Plans Inc. with more than 500 employees, 90% media consulting, insurer/broker Year founded: 1980selection consulting, evaluation of Parent company: BEA Associ-
with fewer than 500, 85% corpora-

consulting on communications pro- 2025 Riverside Drive, Columbus, other service providers ates

grams, benefit statement prepara- Ohio 43221, 614-481-8391 tions, 15% multiemployer plans, no Communication consulting: Services provided: 35% of gross
tion, booklet preparation, audiovi- 10% of business Includes general revenues from benefit consulting,minimum size client

sual program preparation Year founded: 1959 Compensation: By the project,Other consulting services: 10% Services provided: 25% of gross commissions for insurance placed consulting on communications pro- 65% of gross revenues from activi-ties other than benefit consulting
with underwriters, on retainer, by grams

of business Includes labor relations revenues from benefit consulting, Staff: Three total staff members, Retirement plan consulting:
the hour, senior consultant, $80-

consulting 75% of gross revenues from activi-
Locations: San Francisco ties other than benefit consulting $180, Junior consultant, $40-$80, two professionals, including two 10% of business Includes plan de-
Staff: Seven total employees, in- Welfare plan consulting: 90% clerical, $20-$40

CPCUs, one CLU, one ARM sign consulting, plan/trust legal
Clients: 25 clients, 4% with more document drafting, plan adminis-

cluding five professionals of business Includes plan design 1983 gross revenues: $377 mil- than 500 employees, 96% with tration consulting, selection of
Clients: Total clients not re- consulting, selection of funding

lionPrincipal officers: Lee Beets, fewer than 500 employees; no mini- funding media consulting, asset ac-
ported, 85% with more than 500 media consulting, insurer/broker chairman/chief executive officer, mum size client

cumulation/investment consulting

employees, 15% with fewer than selection consulting, broking the500, 80% corporations, 15% non- insurance to insurer, evaluation of Donald R Weber, president, Rob- Compensation: By the project, ofbeulsiess Includsplandesi%nexecutive vp/director- on retainer, by the hour
profit plans, 5% individuals, mini- other service providers, claims ad- ert Byerly, 1983 gross revenues: $125,000. consulting, selection of funding

mum size client, 50 employees Principal officers: David E media consulting, insurer/brokerministration, actuarial evaluation employee benefits division, Robert
Compensation: By the project of self-insured plan, claims man. Morehead. executive vp of I3yerly& Co Inc

Fortune, president, Burton Sel- selection consulting, broking the
1983 gross revenues: Not re- agement system consulting and fridge Jr, vp insurance to insurers, evaluation of

ported claims management audits.Principal officers: John E Ker- Communication consulting: First National Retirement
other service providers, claims
management system consulting and
claims management audits

ney Jr , president 10% of business Includes general Services Inc. Robert E. F,ench

consulting on communications pro- 1200 N State St, Suite 300, Insurance Services Inc. Communication consulting: 5%
of business. Includes general con-

Epler Co. grams, benefit statement prepara- Chicago, Ill 60611, 312-751-2444
15236 Trans,stor Lane, Huntington

770 B St, Suite 417, San Diego, tion, booklet preparation
Calif 92101, 619-239-0831 Locations: Atlanta, Burlington, Year founded: 1969 Beach, Calif. 92649, 714-895-4442 sulting on communications pro-

grams, benefit statement prepara-
Mass, Charlotte, NC, Cincinnati, Parent company: American tion, booklet preparation

Year founded: 1971 Cleveland, Dallas, Houston, Or- Heritage Investment Co
Year founded: 1981 Compensation consulting: 5%

Services provided: 95% of gross lando, Fla Services provided: 90% of gross Services provided: 90% of gross of business Includes executive

revenues from benefit consulting, Staff: 160 total employees, 20 revenues from benefit consulting, revenues from benefit consulting,

5% of gross revenues from activities professionals, including two CEBS, 10% of gross revenues from activi. 10% of gross revenues from activi- perksOther consulting services: Key
ties other than consulting

other than benefit consulting two CLUs, one attorney ties other than benefit consultingRetirement plan consulting: Clients: 140 clients, 75% with Retirement plan consulting: Welfare plan consulting: 100% man, non-qualified plansStaff: 25 total staff members, 10
70% of business Includes plan de- more than 500 employees, 25% with 90% of business Includes plan de- of business Includes plan designsign consulting, actuarial work for fewer than 500 employees, 95% cor- sign consulting, record-keeping consulting, selection of funding professionals, including one MBA,defined benefit plans, record-keep- porations, 5% multiemployer plans, work for defined contribution media consulting, msurer/broker one CLU, two attorneys, one CPA,minimum size client, 50 employees plnas, record-keeping and adminis- selection consulting, broking the one CPCUClients: 35% with more than 500
ing work for defined contribution
plans, record-keeping and adminis- Compensation: By administra- trative systems consulting, plan ad- insurance to insurers, evaluation of
tration systems consulting, tive fee 500 employees, 80% corporations,ministration consulting, selection other service providers, claims ad- employees, 65% with fewer than
plan/trust legal document drafting, 20% multiemployer plans, no mini-1983 gross revenues: $5 million of funding media consulting, asset ministration

Principal officers: Carmon E accumulation/investment consult- Staff: Four total staff members, mum size client, 50 employeesplan administration consulting, se- four professionals, including one
lection of funding media consult- Cobe, chairman, W R Perkins. ing Compensation: By the project,
ing, deferred compensation president, E A Hightower, vp, C Compensation consulting: 10% CLU, one CPCU commissions for insurance placed

Welfare plan consulting: 25% Jeffrey Wintersteller, vp/secre- of business Includes executive in- Clients: 200 clients, 50% withof business Includes plan design tary Cathy Dawson, Marie centive, other executive perks, more than 500 employees, 50% with
with underwriters; on retainer, by
the hour, senior consultant, $100-

consulting, selection of funding Bricker, assistant vps wage and salary administration fewer than 500 employees, 80% cor- $125, Junior consultant, $65-$85

media consulting, insurer/broker 1983 gross revenues: $900,000Staff: 40 total staff members, porations, 10% multiemployer
selection consulting, broking the Principal officers: Paul E Dor-seven professionals, including plans, 10% individuals, no mini-
insurance to insurers, evaluation of T three MBAs, two CLUs and one ac- mum size client roh, vice chairman/chief executive

other service providers, claims ad- tuary
Compensation: Commissions for officer, Bartholomew G Nyhan,

ministration.
Clients: 120 total clients, 50% insurance placed with un-

Staff: 12 total staff members, Financial Guardian Inc. with more than 500 employees, 50% derwriters, fees
president, Ronald W Shepherd,
Rich E Glenn Jr, executive vps,1983 gross revenues: Not re- John Norris, John Dorsett, vpseight professionals, including one 3100 Broadway, Kansas City, Mo with fewer than 500 employees,

FSA, one CEBS 64111,816-561-8630 75% corporations, 20% multiem- ported
Clients: 75 total clients, 10% with ployer plans, 5% individuals, mini- Principal officers: Robert E

more than 500 employees, 90% with Year founded: 1970 mum size client, five employees French, president, Timothy Beck, H
fewer than 500, 75% corporations, Parent company: Financial Compensation: By the project, vp
25% non-profit organizations Guardian Group Inc commissions for insurance placed

Compensation: By the hour, se- Services provided: 91% of gross with underwriters Fringe Benefit
Frank B. Hall

nior consultant, $100, Junior consul- revenues from benefit consulting, 1983 gross revenues: $6 million Review Inc. Consulting Co.

tant, $40-$50; clerical,$25 9% of gross revenues from activities Principal officers: William H 261 Madison Ave, New York, N.Y

1983 gross revenues: $625,000 other than benefit consulting Righter, president, Greg Honchare- Box 221169, Charlotte, N C. 28211, 10016, 212-922-1300

Principal officers: Jane Berry, Retirement plan consulting: vich, Frank MeGrath, vps, Neal J 704-366-7453

president, Lee Hindenach, execu- 3% of business Includes plan design Andersen, vp-sales
Year founded: 1980

tive vp, Rick Roeder, vp/chief ac- consulting, actuarial work for de-
Year founded: 1979 Parent company: Frank B Hall

tuary, Bob Walters, vp fined benefit plans, record-keeping Fitness Monitoring Inc. Services provided: 50% of gross & Co Inc
work for defined contribution Highway 50E, Lake Geneva, Wis revenues from benefit consulting, Services provided: 100% of gross

Evans, Conger & plans, record-keeping and adminis- 53147, 414-248-8099 50% of gross revenues from activi- revenues from benefit consulting

Brown inc. tration systems consulting, ties other than benefit consulting Retirement plan consulting:

plan/trust legal document drafting, Year founded: 1980 Retirement plan consulting: 25% of business Includes plan de-
4 Sentry Parkway, Blue Bell, Pa
19422,215-834-1410

plan administration consulting, se- Parent company: Edusystems 3% of business Includes selection of sign consulting, actuarial work for
lection of funding media consult- Inc funding media consulting defined benefit plans, record-keep-

Year founded: 1866 ing, asset accumulation/ investment Services provided: 100% of gross Welfare plan consulting: 90% ing work for defined contribution
Services provided: 27% of gross consulting, actuarial services pro- revenues from executive physical of business Includes plan design plans, record-keeping and adminis-

revenues from benefit consulting, vided th rough joint venture exam programs
consulting, selection of funding tration systems consulting,

73% of gross revenues from activi- Byerly-Roeder & Co Staff: 15 total employees, six media consulting, insurer/broker plan/trust legal document drafting,
ties other than benefit consulting Welfare plan consulting: 84 5% professionals, including two MBAs, selection consulting, claims admin- plan administration consulting, se-

Welfare plan consulting: 25% of business Includes plan design one Ph D , two physicians, two istration lection of funding media consult-

of business Includes plan design consulting, selection of funding RNs
Communication consulting: 2% mg, asset accumulation/investment

consulting, selection of funding media consulting, insurer/broker Clients: 200 clients, 25% with of business Includes general con- consulting
media consulting, insurer/broker selection consulting, broking the more than 500 employees, 75% with sulting on communications pro- Welfare plan consulting: 63%

selection consulting, broking the :nsurance to insurers, evalbation of fewer than 500 employees, 35% cor- grams, booklet preparation of business Includes plan design

insurance to insurers, evaluation of other service providers, 4ost-con- porations, 25% multiemployer Compensation consulting: 5% consulting, selection of funding

other service providers tainment programs, claimh admin- plans, 40% individuals, no mini- of business Includes executive in- media consulting, insurer/broker
Communication consulting: 2% istration audits mum size client centive, employee incentives selection consulting, broking the

of business Includes general con- Communication consulting: 5% Compensation: Per person, by Staff: 20 total staff members, insurance to insurers, evaluation of

sulting on communications pro- of business Includes general con- the hour, senior consultant, $50 three professionals, including two other service providers, claims ad-

grams, booklet preparation sulting on communications pro- Locations: Rolling Meadows, Ill CLUs, one RN ministration, cost containment

Staff: Five total staff members, grams, benefit statement prepara- 1983 gross revenues: $500,000 Clients: 150 total clients, 10% Communication consulting: 5%

three professionals, including one tion, booklet preparation, audiovi- Principal officers: Bill Turner, with more than 500 employees, 90% of business Includes general con-
CLU sual program preparation president, Barbara Turner, vp, with fewer than 500, 100% corpora- sulting on communications pro-

Clients: 110 total clients, 20% International benefits consult- Buck Carper, general manager, tions, minimum size client, 25 em- grams, benefit statement prepara-
with more than 500 employees, 80% ing: 2 5% of business Includes con- Marlow Garvin, marketing direc- ployees tion, booklet preparation, audiovi-

with fewer than 500, 95% corpora- sulting from the United States tor Compensation: By the project Continued on nezt page
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sual program preparation.

International benefits consult-

ing: 5% of business. Includes con-
sulting via overseas branch offices.
via overseas correspondents.

Compensation consulting: 2%
of business. Includes executive in-

centive, 0-her executive perks.
Locations: Montgomery, Ala.;

Anchorage and Fairbanks, Alaska;
Fresno, Los Angeles, Newport:
Beach, Cakland, Salinas, San Fran-
cisco, Walnut Creek, Calif.; Den-
ver; Hartford, Conn. JacksonviLle,
Coral Gabies, Miami Shores, Or-
lando, Fla.; Atlanta; Honolulu; Chi-
cago, Des Pla-nes and Oak Brook,
Ill.; Cedar Rapids, iowa; New Or-
leans; Bcston; Detroit; St. Louis;
Las Vegas, Nev.; Morristown, N.J.;
Garden City New York, White

Plains, N.Y ; Cleveland, Columbus,
Youngstown. Ohio; Tulsa, Okla.;
Portland, Cre.; Philadelphia; Pitts-
burgh; Providence, R.I.; Dallas;
Houston; San Antonio, Texas; Salt
Lake City: Seattle; Milwaukee; San
Juan, Puerto Rico.

Staff: 4CO total staff; 300 total
professiona- staff (overseas person-
nel exclucedi, including 10 FSAs,
10 ASAs, :5 MBAs, 10 CEBS, 35
CLUs, 10 at.orneys, two Ph.D.s,
one doctor )f theology, two FSPAs,
three MEPAs, two ARMs, two
CPCUs, 25 enrolled actuaries, 30
NASD regis:ered principals and
representatives.

Clients 3/'00 total clients (over-
seas clients excluded); 60% with
more than 301 employees, 40% with
fewer than 500 employees, 99% cor-
porations, 1 % multiemployer plans;

Fle are pleased to announce :hat

RICHARD N. COHEN

has ioined our firm as

VICE PRESIDENT

LEONARD NEWMAN AGENCY, INC.
Insi.rance Brokers

199 Main Street, White Plains, New York 10601

Telephones: (914) 428-2100 · (212) 585-6300

no minimum size client.

Compensation: By the project;
commissions for insurance placed
with underwriters; on retainer. by
the hour, senior consultant, $130-
$185; junior consultant; $70-$95;
clerical, $30-$50 (overseas rates ex-
cluded).

1983 gross revenues: $31.5 mil-
lion, excludes overseas business.

Principal officers: Robert M.
Adams, president; M. Daniel An-
drain, David F. Burkstaller, Rich-
ard I. Citron, Jack W. Giddens, Mi-

chael J. Reynolds, John E. Vaught,
executive vps.

A.S. Hansen Inc.

1080 Green Bay Road, Lake Bluff,
111.60044; 312-234-3400

Year founded: 1930.

Services provided: 95% of gross
revenues from benefit Jonsulting,
5% of gross revenues from activities
other than benefit consulting.

Retirement plan consulting:
45% of business is basic consulting,
33% actuarial work and 2% of busi-

ness is executive plans. Includes
plan design consulting, actuarial
work for defined benefit plans, rec-
ord-keeping and adm: nistration
systems consulting, plan/trust legal
document drafting, plan adminis-
tration consulting, selection of
funding media consulting, asset ac-
cumulation/ investment consulting,
pension investment pcliey, man-
ager selection, performance mea-
surement.

Communication consulting:
10% of business. Includes general

"Firestone looks for
cost control and effective

administration of our benefits.

Thars why we chose
Vision Service Plan."

Lcwell Jones, Director Employee Benefits
The Firestone Tire & Rubber Company

4 0.

Vision care is an att.active

employee fringe, but em-
ployers ought to ge: some
benefits, too. And with Vi-

sion Service Plan, you do.

We're a network of non-profit
corporations. Employees are
free to choose their own doc-

tors, and out-of-pocket costs
are controlled. Plus, there's a
regional office near you to
handle all the paperwork.

It doesn't take new glcsses to
see why we've become the
largest underwriters of qual-
ity vision care in the country.

For more information on how

Vision Service Plan can sat-

isfy your needs like we sat-
isfied Firestone's, please call
1-800-325-8499 today.

consulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

Compensation consulting: 10%
of business. Includes executive in-

centive, other executive perks,
wage and salary adminstration,
sales incentive programs.

Locations: Atlanta, Columbus,
Ga.; Dallas; Denver; Fort Worth,

Texas; Houston; Chicago; Los An-
geles; Memphis, Tenn.; Milwaukee;
New Orleans; New York; San

Francisco; Tampa, Fla.; Washing-
ton; Wichita, Kan.; White Plains,

N.Y.; Toronto.
Staff: 600 total employees; 200

professionals.
Clients: 2,500 total clients.
Compensation: By the hour,

from $35 to $195; average billing
rate, $70.

1983 gross revenues: $46 mil-
lion.

Principal officers: William
Bret, chairman; Larry M. Fisher,
president.

Hay/Huggins Co. Inc.
229 S. 18th St., Philadelphia, Pa.
19103; 215-875-2300

Parent company: Hay Associ-
ates.

Year founded: 1911.

Services provided: 100% of gross
revenues from benefit consulting.

Retirement plan consulting:
60% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-
tration systems consulting,
plan /trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing, asset accumulation/investment
consulting.

Welfare plan consulting: 30%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, evaluation of
other service providers.

Communication consulting:
10% of business. Includes general
consulting on communications pro-

grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

Compensation consulting: In-
cludes executive incentive, other
executive perks, wage and salary
administration.

Locations: Boston; New York;

Washington; Atlanta; San Fran-
cisco.

Staff: 100 total employees; 60
professionals, including 25 FSAs,
five ASAs, 10 MBAs, five CEBS,

two attorneys.
Clients: 700 clients; 50% with

more than 500 employees, 50% with
fewer than 500 employees; 80% cor-
porations, 15% multiemployer
plans, 5% individuals; no minimum
size client.

Compensation: By the hour, se-
nior consultant, $120; junior consul-
tant, $80; clerical, $40.

1983 gross revenues: $10 mil-
lion.

Principal officers: Kenneth P.
Shapiro, president; Leonard Zim-
merman, executive vp; Jack
Thompson, senior vp/chief actu-
ary; David L. Hewitt, Michael
Mudry, senior vps.

Herget & Co. Inc.
204 E. Lombard St., Baltimore, Md.
21202; 301-539-3500

Year founded: 1949

Services provided: 95% of gross
revenues from benefit consulting,
5% of gross revenues from activities
other than benefit consulting.

Retirement plan consulting:
66% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing, asset accumulation/investment
consulting.

Welfare plan consulting: 17%

of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the

Continued on facing page
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Why do it the hard way? You can easily handle a greater
volume of claims . . faster, reduce errors, avoid complaints,
simplify procedures, save time and money with modern
computerized processing. Let us show you how.

HERE'S WHAT YOU GET

with Automated Health Services:

• Eligibility Verification • Record Keeping
• Benefit Calculations • Check Reconciliation

• Report Preparation • Correspondence Handling
• Check with Full EOB • Ease in Making Benefit Changes
0 Duplicate Checking • and More, MUCH More!

We will instill our system on your computer. or your adjusters eun
our computer facilitiex to process vour claims.

Your inquiry will receive prompt response from qualified
principals who can supply complete information about
our ON-LINE claims and Pension Systems.

Phone or write us now.

AUTOMATED HEALTH SERVICES INC.

Phone 312/ 352-1894

100 W. Plainfield Rd. Suite 106, Countryside, IL 60525
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insurance to insurers, evaluation of
other service providers, actuarial
evaluation of self-insured plans.

Communication consulting:
11% of business. Includes general
consulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

Compensation consulting: 6%
of business. Includes executive in-

centive, other executive perks,
wage and salary administration.

Locations: Pittsburgh; Fort Lau-
derdale, Fla.

Staff: 76 total staff members; 28
professionals, including four FSAs,
two ASAs, one MBA, two CEBS,
one CLU, five enrolled actuaries.

Clients: 1,500 total clients; 11%

with more than 500 employees, 89%
with fewer than 500; 96% corpora-
tions, 4% multiemployer plans; no
minimum size client.

Compensation: By the hour, se-
nior consultant, $125; junior consul-
tant, $85; clerical, $25.

1983 gross revenues: $4 million.

Principal officers: Charles E.
Herget Jr., chairman/chief execu-
tive officer; Thomas J. Egan Jr.,
president-actuarial, benefits and
compensation consulting division;
C. Richard Donovan, senior vp;
Morton A. Kesler, vp-finance and
administrative services.

Hewitt Associates
100 Half Day Road, Lincolnshire, 111.
60015; 312-295-5000

Year founded: 1940.

Services provided: 85% of gross
revenues from benefit consulting;
15% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
Includes plan design consulting, ac-
tuarial work for defined benefit

plans, record-keeping work for de-
fined contribution plans, record-
keeping and administration sys-
tems consulting, plan / trust legal
document drafting, plan adminis-
tration consulting, selection of
funding media consulting, asset
accumulation/investment consult-

ing.

Welfare plan consulting: In-
cludes plan design consulting, se-
lection of funding media consult-
ing, insurer/broker selection con-
sulting, evaluation of other service
providers, claims management con-
sulting.

Communication consulting:
Includes general consulting on
communications programs, benefit
statement preparation, booklet
preparation, audiovisual program
preparation.

International benefits consult-

ing: Includes consulting from the
United States and consulting by af-
filiated firm, MPA (International)
Ltd., in London. MPA has seven

offices in the United Kingdom and
seven offices around the world.

Compensation consulting: Ex-
ecutive incentives, other executive

perks, wage and salary administra-
tion, performance appraisal.

Locations: Atlanta; Boston; Chi-
cago; Dallas; Dayton, Ohio; Denver;
Detroit; Houston; Los Angeles; Mil-
waukee; Minneapolis; New York;
Newport Beach, Calif.; Phoenix;
Rowayton, Conn.; San Francisco;
Toronto. Tampa, Fla., and St. Louis
offices to open in early 1984.

Staff: 850 total staff members;
including 65 FSAs, 46 ASAs, 72
MBAs, four CLUs, 22 attorneys.

Clients: 2,670 total clients; 95%
with more than 500 employees, 5%
with fewer than 500; 99% corpora-
tions, 1% multiemployer plans; no
minimum size client.

Compensation: By the hour, se-
nior consultant, $212; junior consul-
tant, $60.

1983 gross revenues: $60 mil-
lion.

Principal officers: Peter E.
Friedes, chief executive officer.

Human Resources

Management Group
1185 Ave. of the Americas, New
York. N.Y. 10036; 212-575-8000

Parent company: Alexander &
Alexander Services Inc.

Year founded: 1898.

Services provided: 75% of gross
revenues from benefit consulting;
25% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
30% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing, asset accumulation/investment
consulting.

Welfare plan consulting: 40%
of business. Includes plan design

Continued on next page
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Concerned About Employee Benefits?
Stay Ahead By Ordering...

TWO NEW BOOKS

Fundamentals of Employee Benefit Programs
. describes public and private retirement.

health and welfare plans
. includes 22 chapters on Social Security,

pension plans. IRAs, flexible compensation.
retirement planning, HMOs-and much
nnore $10.00

Employer-Provided Health Benefits
. examines coverage and provisions under

employer group health plans
· analyzes how new federal policies could

change workers' coverage (available in
February) $10.00

ANNUAL SUBSCRIPTION

Monthly Issue Brief & Bimonthly Newsletter
. gives timely reports on emerging benefit

issues, new research and pending
legislation $100.00 PER YEAR

Send your check today to:

EBRI
EMPLOYEE BENEFIT RESEARCH INSTITUTE

2121 K Street, NW. Suite 860

Washington. DC 20037
(202) 659-0670

This isn't the
only wayto make it

tothetop

You can make it with MONY in Westchester.Where the grass is
greener. And the hours are flexible. And there's plenty of room to grow.

We're moving our Group Operations to our brand newN*stchester
ofEice in mid-I984. And if yoct're experienced in Group Insurance. Pensions
or E.D. P.: we'd like you to come with us. *e can offer you an attractive salary
and benefits that are hard tc match. Like our investment plan; liberal holidays
and vacations. and tuition refund plan, to name a few.

Until our new place is completed, you'll work at MONY headquarters
in mid-town Manhattan.lfyou live in the Westchester area and this temporary
placement increases your ccmmuting costs,we'll pay the difference,
up to SIOC) a month.

So why not call us at (9I4) 683-MONY Or send your resume to our
Group Operations Employment OfEice at 2 Gannett Drive;White Plains.
NY Io600. And find out how MONY's move up to Westchester could mean
a big move up for you.

MONY in Westchester. It% a nicer place to work.
THE MUTUAL UFE INSURANCE

COMPANY OF NEW YORK

I 740 BROADWAY

MONY is an Affirmative Action Employer. NEW YORK. NEW YORK I0019
Mf,NY
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consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, evaluation of

other service providers, health care
' cost-containment services.

Communication consulting:
20% of business. Includes general
consulting on communications pro-

 grams, benefit statement prepara-
4: tion, booklet preparation, audiovi-

sual program preparation.
International benefits consult-

ing: 2% of business. Via overseas
branch offices, via overseas corre-

spondents, from the United States.
Compensation consulting: 8%

of business. Includes executive in-

, centive, other executive perks,
wage and salary administration, or-

+ ganizational planning and analysis.
, Locations: Throughout the

United States.

Staff: 742 total employees; more
than 300 professionals, includes 30
FSAs, 30 ASAs, 12 MBAs, seven

CEBS, 35 CLUs, four attorneys, one
ChCF.

Clients: More than 5,000 clients;
25% with more than 500 employees,
75% with fewer than 500 employ-
ees; 95% corporations, 5% multiem-
ployer Plans; no minimum size eli-
ent.

Compensation: By the project;
commissions for insurance placed
with underwriters; on retainer; by
the hour, senior consultant, $150-

$200; junior consultant, $40-$60.
1983 gross revenues: More than

$60 million.
Principal officers: Joseph J.

Stahl II, director-Human Resource

Management; A.M. D'Alessandro,
E.W. Teal, J. Wilkinson, J.R. Zatto,

senior vps; E.J. Rudzinski, vp.

SieDilemma
ofthe

Deadly Door.
The lawsuit against an auto manufac-

turer seemed a foregone conclusion. The
car had been broadsided from the right, its
left front door flew open, and a serious
injury resulted.

Obviously, the door latch was
defective and the auto manufacturer was

responsible. Or were they?
Countrywide investigators discovered

that the glass from the left front door was
slightly different from all the other glass.
Persistent digging uncovered the fact that,
three owners before, the car had been
broadsided and the left front door completely
rebuilt. The manufacturer was absolved.

Investigations are only the beginning
of our services to major self-insured
manufacturers in America and abroad. We

also recommend defense attorneys and
expert witnesses to assist your counsel and
support your case. Computerized claim
statistical data is also provided.

Unlike insurance investigators, we're
not settlement oriented. Our concern is to

help you defend the integrity
of your product.

Please write down our
r.:phone number. We'll help

you solve your dilemmas -  
even when the solutions

are not so transparent.

Countrywide
Services

Corporation
Specializing in product

liability claims management
11933 Westline Drive, St. Louis, MO 63141, 314/878-3306

Fred S. James & Co.
Inc./James Benefits

2614 S. 1935 West, Salt Lake City,
Utah 84119; 801-973-7300
Year founded: 1858.

Parent company: Transamerica
Corp.

Services provided: 68% of gross
revenues from benefit consulting,
32% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
6% of business. Includes plan design
consulting, actuarial work for de-
fined benefit plans, record-keeping
work for defined contribution

plans. record-keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting.

Welfare plan consulting: 78%
of business. Includes plan design
consulting, insurer/broker selec-
tion consulting, broking the insur-
ance to insurers. evaluation of

other service providers, claims ad-
ministration, client in-house claim
administration.

Communication consulting: 3%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation.

International benefits consult-

int 7% of business. Includes con-
sulting via overseas branch offices,
via overseas correspondents, rein-
surance, captives.

Compensation consulting: 3%
of business. Executive incentives,

other executive perks.
Other consulting services: 3%

cost-containment consulting.
Locations: 44 benefits consulting

offices in the United States; main

offices in Salt Lake City, New
York and Chicago; overseas offices
in England, France, Australia,
Switzerland, Greece and West Ger-

many.

Staff: 850 total staff members;
175 professionals, including eight
FSAs, three ASAs: 12 MBAs, four

CEBS, eight CLUs, eight CPAs.
Clients: 2,500 total clients; 20%

with more than 500 employees, 80%
with fewer than 500; 91% corpora-
tions, 7% multiemployer plans, 2%
individuals; minimum size client,

10 employees.
Compensation: By the project;

commissions for insurance placed

with underwriters: on retainer; by
the hour, senior consultant, $125;
junior consultant, $65; clerical, $28.

1983 gross revenues: $41 mil-
lion.

Principal officers: Richard J.
Galbraith, president; Louis D. Kin-
ney, senior executive vp; R. Ster-
ling Spafford, executive vp-mar-
keting; E. Drew Crowley, senior
vp-research and development; L.
Carvel Whiting, senior vp-data
processing; Lane A. Summerhays,
chief financial officer.

Johnson & Higgins

95 Wall St., New York, N.Y. 10005;
212-701-7500

Year founded: 1845.

Services provided: 24.1% of
gross revenues (for 1982) from ben-
efit consulting, 75.9% of revenues
from activities other than benefit

consulting.
Retirement plan consulting:

Plan design consulting, actuarial
work for defined benefit plans, rec-
ord-keeping work for defined con-
tribution plans, record-keeping and
administration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing, asset accumulation/investment
consulting (through J&H Equity
subsidiary), pension plan liability
and asset management (determinis-
tic and stochastic forecasting), GIC
bidding.

Welfare plan consulting: In-
cludes plan design consulting, se-
lection of funding media consult-
ing, insurer/broker selection con-
sulting, broking the insurance to
insurers, evaluation of other serv-

ice providers, variable benefit
study and implementation.

Communication consulting:
Includes general consulting on
communications programs, benefit
statement preparation, booklet
preparation, audiovisual program
preparation, employee attitude as-
sessment.

Continued on facing page

Performance bonds
for structured
settlements.

PERFORMANCE BOND

SETTLEMENT AGREEMENT

in accordance with the settlemer!
agreement,

A,v\ •e. .. MA M A 1 B

Accepted -14/* #
Pla.1,1 f

Acceoled 5404*+
Defer'ident

When you want to guarantee specific performance of
structured settlement agreements, you should require
a payment performance bond.

For the protection of • Plaintiff's Attorneys / Claimants
• Defendants / Insurance Companies · Excess Insurers

• Reinsurers • Self-Insurers

Contact R. TUCKER FITZ-HUGH or ALFRED WESTERGARD

ttriational *uretieS, Itl
1415 Richards Bldg., New Orleans, Louisiana 70112
Tel. (504) 581-6404 • Telex 6821119 INSURUW

Appeal Bonds • Fiduciary Bonds • Replevin Bonds
Lost Securities Bonds • Contract Bonds · Vessel Release Bonds
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International benefits consult-

ing: Consulting via overseas
branch offices, via overseas corre-
spondents, from the United States.

Compensation consulting:
Done through Sibson & Co. Inc. In-
cludes executive incentive, other
executive perks, wage and salary
administration, sales incentive pro-
gram.

Locations: Atlanta; Birming-
ham, Ala.; Boston; Charlotte, N.C.;
Chicago; Cincinnati; Cleveland;
Costa Mesa, Calif.; Dallas; Denver;
Detroit; Hartford, Conn.; Honolulu;
Houston; Los Angeles; Louisville,
Ky, Miami; Minneapolis; Nash-
ville, Tenn.. New Orleans; Parsip-
pany, N.J.; Philadelphia; Phoenix,
Ariz.; Pittsburgh; Portland, Maine;
Portland, Ore.; Richmond, Va.;
Riverside, Calif.; St. Louis; San
Diego; San Francisco; Seattle;
Stamford, Conn.; Tulsa, Okla.;
Washington; Wilmington, Del.; and
Calgary and Edmonton, Alberta;
Halifax, Nova Scotia; Montreal;
Quebec; Toronto; Vancouver, Brit-
ish Columbia; Winnipeg, Manitoba.

Staff: 790 total employees; 550
professionals, including 62 FSAs, 50
ASAs, 90 MBAs, 18 CEBS, 44 CLUs,
15 attorneys, 75 NASD registered
representatives.

Clients: Not reported.
Compensation: By the project;

commissions for insurance placed
with underwriters; on retainer; by
the hour.

1983 gross revenues: Not re-
ported.

Principal officers: Kenneth K.
Keene, Thomas G. Patzau, senior
vps/directors.

Johnsonlnsurance
Associates

P.O. Box 6043, 14 Droningens
Gade, Charlotte Amalie, St.
Thomas, U.S. Virgin Islands 00801;
809-776-3176/775-1581

Year founded: 1981.

Services provided: 55% of gross
revenues from benefit consulting;
45% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
25% of business. Includes plan de-
sign consulting, record-keeping
and administration systems con-
sulting, plan administration con-
sulting, selection of funding media
consulting.

Welfare plan consulting: 65%
of business. Plan design consulting,
selection of funding media consult-
ing, insurer/broker selection con-
sulting, broking the insurance to
insurers, evaluation of other serv-
ice providers, claims administra-
tion.

Communication consulting: 5%
of business. Includes general con-
sulting on communications pro-
grams, booklet preparation.

International benefit consult-

ing: 5% of business. Consulting
from U.S. Virgin Islands.

Compensation consulting:
Medical reimbursement plans and
deferred compensation plans.

Other consulting: Cost-contain-
ment programs for medical bene-
fits and disability benefits.

Locations: Cowpet Bay West, St.
Thomas, U.S. Virgin Islands.

Staff: Three total employees;
two professionals.

Clients: 300 clients; 0.5% with
more than 500 employees,95.5%
with fewer than 500 employees;
10% corporations, 65% multiem-
ployer plans, 25% individuals; no
minimum size client.

Compensation: By the project;
commissions for insurance placed
with underwriters; on retainer; by
the hour, senior consultant, $65-
$90; junior consultant, $30-$50;
clerical, $25.

1983 gross revenues: Less than
$200,000.

Principal officers: James W.
Johnson, JoAnne Johnson, princi-
pals.

Albert C. Jones, New
England Inc.
P.O. Box 281, Hanover. N.H.
03755; 603-643-3904

Year founded: 1977.

Services provided: 25% of gross
revenues from benefit consulting,
75% of gross revenues lrom activi-
ties other than benefit consulting.

Retirement plan consulting:
20% of business. Includes plan de-
sign consulting, record-keeping
and administration systems con-
sulting, plan administration con-
sulting, selection of funding media
consulting, asset accumulation/in-
vestment cansulting

Welfare plan consulting: 65%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, evaluation of
other service providers.

Communication consulting:
10% of bus!ness. Includes general

0.

I n

04

10

consulting on communications pro-
grams, booklet preparation, audio-
visual program preparation.

International benefits consult-

ing: 1% of business. Includes con-
sulting from the United States.

Compensation consulting: 4%
of business. Includes executive in-

centive: other executive perks.
Staff: Seven total staff members

four professionals, including one
MBA, three CLUB, one ChFC, two
CICs, one CPCU.

Clients: 40 total clients; 40% with
more than 500 employees, 60% with
fewer than 500; 90% corporations
10% multiemployer plans; mini-
mum size client. 50 employees.

Compensation: By the hour, se
nior consultant, $50; junior consul-
tant, $40; clerical. $20.

1983 gross revenues: $275,000.

Principal officers: Jane Y. Ras-
tallis, president; Albert C. Jones.
treasurer.

0
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The Kooper Group
666 Fifth Ave; New York, N.Y.
10019; 212-246-2188
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Year founded: 1968.

Services provided: 95% of gross
revenues from benefit consulting,
5% of gross revenues from activities
other than benefit consulting.

Welfare plan consulting: 95%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, claims ad-
ministration by The NBA Group.

Other consulting services: 5%
of business. Individual life and
health insurance.

Locations: East Orange, N.J.
Staff: 10 total staff members;

three professionals, including one
CEBS, one CLU, one attorney.

Clients: 250 total cl.ents; 33.3%
with more than 500 employees; 95%
corporations, 5% individuals; mini-
mum size client, 10 employees.

Compensation: By the project;
commissions for insurance placed
with underwriters; on retainer.

1983 gross revenues< $750,000.
Principal officers: Michael

Kooper, president; Michael D.
Rockman, vp; Gloria Solomon,
consultant.

Kwasha Lipton
2100 N. Central Road, Fort Lee,
N.J. 07024; 201-592-1300

Year founded: 1944.

Services provided: 100% of gross
revenues from benefit consulting.

Retirement plan consulting:
70% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-

Continued on next page

IN THE
HEALTH CLAIMS

MANAGEMENT SYSTEM
JUNGLE?

Things are tough out there in the employee
benefits administration world. Cutting through
a thicket of computerized claims systems
evaluating the need for a system replacing
an inadequate system lots of confusion.

At RIMS and MDS Qantel, our commit-
ment to the Employee Benefits Administration
Profession has resulted in more than 50

QicClaim installations in two short years.
Third Party Administrators, insurance com-
panies and other organizations are coming to
RIMS and finding solutions service
and support...at a very affordable price.

Find your way out of the jungle. Get the
facts today. Send for this FREE management

0 report and systems evaluation checklist
9 published by a noted employee benefits/

computer consultant, entitled "Making*j\ Dollars and Sense From Your Health Claims

Management System."

4 ..1.........
HEACTH CLAIMS MAN#GEMENT SYSTEM

6

P
r

RiliS-RESOLRCE IIYFOIAATION MAIVAGENBIr *ST85 NC.

2015 Spring Road, Suite 220,
Oak Brook IL, 60521
312/789-0230

«11 COME OUT OF * =t \
7  THE JUNOLE.

4, ' Free Management Report a

 & Systems Euduation Checklist

Name Title 

Company

Address City/State/Zip

Mail to. RiMS.2015 Spring Rod
Suite 220 Oak Brook 14 60&21

NDORSED BY:

GANTEL

IDS BUSINESS
COMPUTERS

AMohawkDataSciencesCompany
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tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing, asset accumulation/investment
consulting.

Welfare plan consulting: 5% of
business. Includes plan design con-
sulting, selection of funding media
consulting, insurer/broker selec-
tion consulting, evaluation of other
service providers, actuarial evalua-
tion of self-insured plans, benefits
programs, including FSAs.

Communication consulting:
15% of business. Includes general
consulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

International benefits consult-
ing: 5% of business. Consulting via
overseas correspondents, from the

United States.

Compensation consulting: 5%
of business. Includes executive in-

centive, other executive perks,
wage and salary administration, job
evaluation, performance apprai-
sal.

Staff: 240 total employees; 190
professionals, including 25 FSAs, 22
ASAs, six MBAs, three attorneys,
three FCIAs, 12 FCAs, 13 MCAs, 32
MAAAs, one ACAS.

Clients: 425 cl.ents; 9596 with
more than 500 employees, 5% with
fewer than 500 employees; 95% cor-
porations, 5% multiemployer plans;
no minimum size client.

Compensation: By the project,
by the hour.

1983 gross revenues: Not re-
ported.

Principal officers: Dick Sears,
chief executive partner; David
Skovron, chief operating partner.

ACHIEVE
<8 494YOUR ff

{f

GOALS -/4

With T-Bond,
GNMA, and
T-Note futures.

Today you need a
well-conceived game
plan to reach your
financial goals. As
part of that plan,
consider the financial

futures contracts

offered by the world's
leading and largest
futures exchange.
To learn how interest

rate futures can help
you reach your
objectives, simply
call or return the

coupon below.

 CALL 1-800-621-4641 (In Illinois 1-800-572·4217) OR WRITE FOR I OUR FREE LITERATURE EXPLAINING THE CONCEPT AND

 DEFINING THE TERMS. MAIL TO: Marketing Manager-Financial Instruments -:Chicago Board of Trade
LaSalle at Jackson, Chicago, IL 60604

 NAME/TITLE 0==,1 COMPANY
 ADDRESS                                                                        .*-
1 Cl TY STATE ZIP 1

81-12/19,83

® Chicago Board ofTrade

Mass insurance

Consultants &
Administrators Inc.

209 S. LaSalle St., Chicago, 111.
60604; 312-346-2626

Year founded: 1952.

Services provided: 5% of gross
revenues from benefit consulting,
95% of gross revenues from activi-
tie.s other than benefit consulting.

Welfare plan consulting: 4% of
business. Includes plan design con-
sulting, insurer/broker selection
consulting, claims administration
by company.

Communication consulting: 1%
of business. Includes general con-
sulting on communications pro-
grams, booklet preparasion

Other consulting services: Ad-
ministration of emplcye€ benefit
programs.

Staff: 150 total staff members; 16
professionals, including two MBAs,
or.e CEBS, four CLUs one FLMI,
or.e PE, one CMC, twe CPAs, foir
CPCUs.

Clients: 41 total clients (based on
associations equals one client); 75%
with more than :00 employees, 25%
with fewer than 500; 70% corpora-
tions, 30% individuals; minimum
size client, 50 employees.

Compensation: By the project;
by the hour, senior consultant, $50-
$75; junior consultant, $30; clerical,
$10.

1983 gross revenues: $5 million
Principal officers: Edward E.

Mack III, vice chairman /chief ex-
ecutive ifficer; Robert J. Cardinal,
president/chief operating officer;
Thomas J. O'Neill, Kenneth Kri-
spin, Richard Swanson, vps.

Meidinger Inc.
2600 Meidinaer Tower, Lo-lisville,
Ky. 40202; 52-561-4500.

Year founded: 1936.

Services provided: 35% of gross
revenues from benefit consulting,
5% of gross revenues from activities
other than benefit consulting.

Retirement plan consulting:
60% of business. Includes plan de
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
systems, record-keeping and ad-
ministrative systems consulting,
plan/trust legal document drafting,

selection of funding med_a consult-
ing, asset accumulation/ investment
ccnsulting, actuarial modeling.

Welfare plan consulting: 10%
of business. In.ludes plan design
consulting, s.lection of funding
media consul.ing, insurer/broker
selection consulting, evaluation of
other service providers, claims ad-
min_stration by Meidinger in
Clevaland, actuarial adm.nistration

of self-insured plans.
Communication consulting:

12% of business. Includes general
ccnsulting on communications pro-
grams, benefit statemen=; prepara-
tion, booklet y reparatior, audiovi-
sual program preparalion, em-
ployee attitude surveys.

International consulting: 3% of
business. Includes consulting via
overseas correspondents, from the
United States.

Compensation consulting: 3%
of business. Includes executive in-

cent.ves, othEr executive perks,
wage and salary administration.

Other consulting services: 10%
of business. Ircludes health man-

agement.
Locations: Atlanta; Baltimore;

Birmingham, Ala.; Boston; Char-
lotte, N.C,; Cnicago; Cincinnati;
Cleveland; Dallas; Houston; India-
napclis; Kansas City, Mo.; Mem-
phis, Tenn.; New York; Milwaukee;
Minneapolis; Philadelphia; Pitts-
burgn; Richmond, Va.; Rowayton,
Conn.; St. Louis; Washington.

Staff: 650 :ital staff members;
300 professionals, including 31
FSAs, 37 ASAs, six CEBS, 16 CLUs,
21 attorneys five CPAs, four
Ph.D.s.

Clients: 2,500 clients; 50% with
more than 500 employees, 50% with
fewer than 500 employees, 95% cor-
porar.ions, 5% nultiemplcyer plans;
no mimimum size client.

Compensation: By the project;
by the hour.

1983 gross revenues: $40 mil-
lion.

Principal officers: Douglas D.
Stenger, chairman; Frank Peabody
III, president; rimothy Lynch, Wil-
liam B. Alexander, executive vps.

William M. Mercer Inc.

1211 Ave. of tre Americas, New
Yo-k, N.Y. 1 C036; 212-997-7171

Year founded: 1937.

Parent company: Marsh &
McLannan Cos. Inc.

Services provided: 100% of gross
revenues frcm benefit consulting.

Retirement plan consulting:
Includes plan design consulting, ac-
turial work for defined benefit

plans, record-keeping work for de-
fined contribution plans, record-
keeping and administrative sys-
tems consulting, plan/trust legal
document drafting, plan adminis-
tration consulting, selection of
funding media consulting, asset ac-
cumulation/ investment consulting.

Welfare plan consulting: In-
cludes plan design consulting, se-
lection of funding media consult-
ing, insurer/broker selection con-
sulting, broking the insurance to
insurers, evaluation of other serv-
ice providers, claims administra-
tion, health care cost management.

Communication consulting:
Includes general consulting on
communications programs, benefit
statement preparation, booklet
preparation, audiovisual program
preparation.

International benefits consult-

ing: Includes consulting via over-
seas branch offices, overseas corre-

spondents and from the United
States.

Compensation consulting: In-
cludes executive incentive, other

executive perks, wage and salary
administration, performance ap-
praisal systems.

Locations: Albuquerque, N.M.:
Anchorage, Alaska.; Atlanta; Balti-
more; Boston; Buffalo, Rochester,
N.Y.; Charlotte, N.C.; Chicago:
Cleveland; Columbus, Ohio; Dal-
las/Fort Worth, Texas; Detoit:

Freno, Calif.; Greenville, S.C..
Houston; Kansas City, Mo.; Las
Vegas, Nev.; Louisville, Ky.: Mem-
phis, Nashville, Tenn., Minneapo-
lis; Morristown, Orange, N.J.; Phil-
adelphia; Phoenix, Ariz.; Pitts-
burgh; Portland, Ore.; Richmond.
Va.; St. Louis; San Francisco; Seat-
tle; Stamford, Conn.; Tampa, Fla..
Washington; Calgary, Edmonton.
Alberta; Halifax, Nova Scotia; Lon-
don, Ontario; Montreal; Ottawa
Quebec; Saskatoon, Saskatchewan,
St. John's, New Brunswick; To-
ronto; Vancouver, British Colum-
bia; Winnipeg, Manitoba; plus 21
locations worldwide.

Staff: 1,913 total staff members.
750 professionals, including 177
FSAs, 100 ASAs, 25 attorneys, 10
MLSs.

Clients: 8,000 total clients; 40%
with more than 500 employees, 60%
with fewer than 500; 95% corpora-
tions, 5% multiemployer plans, less

Continued on facing Page

Take Charge
of Your      -

 Career
i„Employee

Benefits

beron,c' a Ciertilied Employee Benent Speeialist
In today's highly competitivejob market, the successful candidate is

one who sets himself apart from the rest of the field. In employee
benefits, the best way to distinguish yourself is through attainment of

the Certified Employee Benefit Specialist (CEBS) designation. More and
more employers wjth openings in benefits are looking for individuals

with CEBS credentjals. Why? Because it says a lot about a candidate's
knowledge, profesgonalism and commitment to excellence.

For more information contact:

CESS Department
International Foundation of

Employee Beneft Plans
Ra Box 69

Broikfield, WI 53005

14141 786-6700

Pleese send ·ne the CEBS Catalog of information.

Name

Company

Addre

City/State/Z p
8112/83

The CEBS program is cosponsored by the International Foundation of Employee Benefit Plans and the

Wharton School of the University of Pennsylvania.
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Continued from facing page dents, from the United States
than 1% individuals, no minimum consulting, selection of funding commissions for insurance placed Welfare plan consulting: 39%
size c Compensation consulting: 2% media consulting, technical support with underwriters, by the hour, se- of business Includes plan designlient of business Includes executive in- for affiliated consultants

nior consultant, $120, Junior consul- consulting, selection of fundingCompensation: By the proJect, centives, other executive perks, Welfare plan consulting: 3% of tant, $90, clerical, $40
commissions for insurance placed wage and salary administration business Includes plan design con- media consulting, insurer/broker

Locations: Chicago, Dallas, Al- 1983 gross revenues: Not re- selection consulting, broking thewith underwriters, by the hour, sulting, selection of funding media ported
$65-$250 per hour buquerque, N M insurance to insurers, evaluation ofconsulting, insurer/broker selec- Principal officers: Steve Lind- other service providers, claims ad-1983 gross revenues: $120 mil- Staff: 110 total staff members, 60 tion consulting, broking the insur- strom, vp, Bill Gabbert, manager. ministration
hon (1982), which represents the professionals, includes three FSAs, ance to insurers, actuarial evalua-
separation Marsh & McLennan five ASAs, five MBAs, three CEBS, tion of self-funded plans Communication consulting: 2%
Group Associates Inc from Wil- two CLUs, 20 EAs Communication consulting: 7% of business. Includes general con-
ham M Mercer Inc Clients: 400 total clients, 30% of business General consulting on sulting on communications pro-

Principal officers: John G Ire- with more than 500 employees, 70% communications programs, benefit grams, benefit statement prepara-
with fewer than 500 employees, statement preparation, booklet tion, booklet preparation, audiovi-land, chairman, Dillit S Junela, 99% corporations, 1% multlem- preparationpresident, Barnet N Berin, manag- Pension Planning Co. Inc. sual program preparation

ing director-professional standards; ployer plans, no minimum size eli- Staff: One professional with an 355 Lexington Ave, New York, N Y International benefits consult-

Carson E Beadle, managing direc-
ent

FSA, affiliations with other firms 10017, 212-867-4100 ing: 10% of business. Includes con-
tor-practice development, Ronald Compensation: By the project, expands total staff to 12 sulting via overseas branch offices,
M Walker, managing director-pro- on retainer, by the hour, senior Clients: Total clients not re- Year founded: 1945 from the United States

fessional development, David F consultant, $100-$175, Junior con- ported, 10% with more than 500 Parent company: Republic Compensation consulting: 8%
Howe, managing director/head of sultant, $50-$90, clerical, $25-$40 employees, 90% with fewer than Hogg Robinson of business. Includes executive in-

Eastern region, Philip E Carlin, 1983 gross revenues: $6 million 500,95% corporations, 5% multiem- Services provided: 75% of gross centive, other executive perks
managing director/head of West- Principal officers: Melville P ployer plans, no minimum size eli- revenues from benefit consulting, Other consulting: 19% of busi-
ern region, Robert A Brochu, man- Dickenson, chairman, Richard A ent 25% of gross revenues from activi- ness Includes personal financial
aging director/president-William Scott, president, Ernest M Thomp- Compensation: By the proJect, ties other than benefit consulting planning, individual life insurance

M Mercer Ltd (Canada), Donald E son, Roger Marietti, vps, Harvey commissions for insurance placed Retirement plan consulting: and investment advice, ordinary

Boden, managing director/head of Kesselman, James Callahan, senior with underwriters; on retainer, by 80% of business Includes plan de- life.

international region. actuaries, John McCue, senior con- the hour, senior consultant, $100- sign consulting, actuarial work for Locations: More than 180 offices
sultant $125 defined benefit plans, record-keep- worldwide.

Midwest Benefits Corp. 1983 gross revenues: Not re- ing work for defined contribution Staff: 563 total staff members,
22255 Greenfield, Southfield, Mich Milliman & Robenson ported plans, record-keeping and adminis- 213 professionals, including 22
48075,313-569-9700 Principal officer: Harry D tration systems consulting, FSAs, six ASAs, eight MBAs, 10

1301 Fifth Ave, Seattle, Wash
19101, 206-624-7940 Morgan plan/trust legal document drafting, CEBS, eight CLUs, one attorney

Year founded: 1972 plan administration consulting, se- Clients: Number of clients not
Services provided: 60% of gross lection of funding media consult- reported, 86% corporations, 4%

Year founded: 1947revenues from benefit consulting,
Services provided: 50% of gross N 1 ng multiemployer plans, 10% individ-

40% of gross revenues from activi- Welfare plan consulting: 10% uals, no minimum size client.
revenues from benefit consulting,

tieoetlrrhatic1n#0% 50% of gross revenues from activi- New York Claim of business Includes plan design Compensation: By the proJect,
consulting, selection of funding commissions for insurance placed

of business. Includes plan design ties other than consulting Administrators media consulting, insurer/broker with underwriters, on retainer; by
Retirement plan consulting:consulting, insurer/broker selec- selection consulting, broking the the hour

60% of business Includes plan de- 2525 One Marine Midland Center,
tion consulting, broking the insur- Buffalo, N Y 14203, 716-856-6592 insurance to insurers, evaluation of 1983 gross revenues: $32 1 mil-
ance to insurers, claims administra- sign consulting, actuarial work for lionother service providers, claims
tion defined benefit plans, record keep- Year founded: 1983 management system consulting and Principal officers: P J. Des-

Communication consulting: 5% ing work for defined contribution
Parent company: E T Danahy claims management audits, actuar- marals, president (Canada), John

of business Includes general con- plans, record keeping and adminis-
Services provided: 30% of gross ial evaluation of self-insured plans. D Loudon, chairman (United

sulting on communications pro- tration systems consulting, Communication consulting: 5% Kingdom), B J Willats, deputy
grams, benefit statement prepara- plan/trust legal document drafting, revenues from benefit consulting,

70% of gross revenues from activi- of business General consulting on chairman (United Kingdom); R.J.
tion, booklet preparation P

lan administration consulting ties other than consulting communications programs, benefit Crabb, executive director (Austra-
Compensation consulting: 5% Welfare plan consulting: 34% Welfare plan consulting: 100% statement preparation, booklet lia); J E Stone, senior vp (United

of business Executive incentives, of business Includes plan design of business Includes plan design preparation, audiovisual program States)
other executive perks consulting, insurer/broker selec- consulting, selection of funding preparation

Locations: Grand Rapids, Mich, tion consulting, evaluation of other media consulting, broking the in- International benefits consult-
Chicago service providers. surance to insurers, evaluation of ing: 3% of business Includes con- Risk Planning Oroup Inc.Staff: 45 total staff members, Communication consulting: 2% other service providers, claims ad- sulting via overseas correspon-
five professionals, including one of business Includes general con- ministration, cafeteria plans dents 722 Post Road, Danen, Conn
FSA, one CLU 06820,203-655-9791

sulting on communications pro- Staff: 10 total staff members, Compensation consulting: 2%
Clients: Total clients not re- grams, benefit statement prepara- four professionals, including two of business Includes executive in-

Year founded: 1970
ported, 90% with more than 500 tion, booklet preparation, audiovi- MBAs, one attorney centive, other executive perks
employees, 10% with fewer than sual program preparation Clients: 175 total clients, 5% with Staff: 40 total staff members, 23 Services provided: 6% of gross
500, 100% corporations, minimum International benefits consult- more than 500 employees, 95% with professionals, including one FSA, revenues from benefit consulting,
size client, 50 employees 94% of gross revenues from activi-ing: 2% of business. Includes con. fewer than 500, 100% individuals, four ASAs. two MBAs, one attor-

Compensation: By the proJect; sulting from the United States. ties other than benefit consultingminimum size client, 50 employees ney

commissions for insurance placed Compensation consulting: 2% Compensation: By the proJect, Clients: 400 clients, 75% with Retirement plan consulting:
with underwriters. of business, Executive incentives, commissions for insurance placed more than 500 employees, 25% with 30% of business Includes plan de-

1983 gross revenues: $15 mil- other executive perks with underwriters, on retainer, by fewer than 500 employees; 95% cor- sign consulting, plan administra-
lion

Locations: Atlanta, Albany, the hour, senior consultant, $50, JU- porations, 4% multiemployer plans, tion consulting, selection of fund-
Principal officers: Frank P NY, Chicago, Dallas, Denver, nior consultant, $50; clerical, $50 1% individuals, no minimum size ing media consulting, asset accu-

Spadafore, president, Ron Klein, Hartford, Conn, Houston, India- 1983 gross revenues: Not re-
client mulation/investment consulting,

Michael Zuzenak, Larry Ostling, napolis, Milwaukee, Minneapolis, P0rted-new company Compensation: By the proJect; second opinions with actuarial as-
vps New York, Omaha, Neb, Los An- Principal officers: Ronald K on retainer, by the hour, senior sumptions, valuation reports

Miller Mason & geles, Philadelphia, Phoenix, Ariz, Zoeller, president, E Timothy consultant, $100-$185, Junior con- Welfare plan consulting: 67%

Dickenson Inc. Portland, Ore, San Francisco, Danahy III, vp sultant, $80-$100, clerical, $30 of business Includes plan design
Washington 1983 gross revenues: Not re. consulting, selection of funding

2227 Bryn Mawr Ave , Philadelphia, Staff: 400 total staff members, ported media consulting, insurer/broker
Pa 19131, 215-879-6300

170 professionals, including 115 0 Principal officers: James Kahn, selection consulting, evalualon of
FSAs, 40 ASAs president, Donald A Lockwood, other service providers, assistance

Year founded: 1960
Clients: Not reported executive vp/actuary, Robert with cost containment in health

Services provided: 97% of gross Compensation: By the hour, se- Olliver/Pilcher Hruska, Paul D Robinson, Thomas care programs, governmental pool-
revenues from benefit consulting, nior consultant, $125-$200, junior Insurance Inc. Mitchell, vps/actuaries, Grant ing studies
3% of gross revenues from activities consultant, $65-$100, clerical, $20- 6150 N 16th St, Phoenix Ariz Dougherty, vp Communication consulting:
other than benefit consulting $35. 85016, 602-277-5703 Service available through associate

Retirement plan consulting: 1983 gross revenues: Not re- consultant

46% of business. Includes plan de- ported Year founded: 1907 International benefits consult-
sign consulting, actuarial work for Principal officers: James A Services provided: 100% of gross R ing: 3% of business Includes assis-
defined benefit plans, record-keep- Curtis, chairman and chief execu- revenues from benefit consulting tance in feasibility analysis, designing work for defined contribution
plans, record-keeping and adminis- Welfare plan consulting: 90% Reed StenhouseTive officer, Allan D Affleck, and development of captive insur-

director of life insurance, Fenton of business Includes plan design P O. Box 250, Toronto-Dominion ance company-funded employee
tration systems consulting, R Isaaeson, director of pensions, consulting, selection of funding Centre, Toronto, Ontario M5K1 J5, benefit programs
plan/trust legal document drafting, George L Berry, director of health media consulting, insurer/broker
plan administration consulting, se- 416-868-5500 Staff: 25 total staff members, 14

insurance, James R Berquist, selection consulting, broking the professionals, including eightlection of funding media consult- director of casualty insurance, Wil- insurance to insurers, evaluation of Year founded: 1880 MBAs, one CLU, one CPA, one en-ing, asset accumulation/investment ham R Fleckenstein, financial vp other service providers
consulting Parent company: Reed Sten- rolled actuary

Welfare plan consulting: 35% Communication consulting: 5% house Cos Ltd Clients: 110 clients, 85% with

of business Includes plan design H.D. Morgan & of business General consulting on Services provided: 80% of gross more than 500 employees, 15% with
communications programs

consulting, selection of funding Associates revenues from benefit consulting, fewer than 500 employees, 99% cor-
media consulting, insurer/broker Compensation consulting: 5% 20% of gross revenues from activi. Porations, 1% individuals, mini-

2 N Riverside Plaza, Suite 840,
selection consulting, broking the Chicago, Ill 60606, 312-648-7433 of business Includes executive in- ties other than benefit consulting mum size client, 10 employees

centive, other executive perks Retirement plan consulting: Compensation: By the proJect,insurance to insurers, evaluation of
other service providers Year founded: 1979 Locations: 10 branches in Ari- 38% of business Includes plan de- on retainer, by the hour, senior

zona sign consulting, actuarial work for consultant, $100-$175, Junior con-Communication consulting: Services provided: 100% of gross Staff: Eight total employees (in defined benefit plans, record-keep- sultant, $60-$9015% of business Includes general revenues from benefit consulting employee benefits), 3 professionals, ing work for defined contribution 1983 gross revenues: $2.2 mil-consulting on communications pro- Retirement plan consulting: including two CLUs plans, record-keeping and adminis- liongrams, benefit statement prepara- 90% of business Includes plan de- Clients: 400 clients, 5% with tration systems consulting, Principal officers: H Felixtion, booklet preparation, audiovi- sign consulting, actuarial work for more than 500 employees, 95% with plan/trust legal document drafttng, Kloman, president; B M Brown,sual program preparation defined benefit plans, record-keep- fewer than 500 employees, 95% cor- plan administration consulting, se- M J Cole, D H Rosenbaum, R D.International benefits consult- ing and administration systems porations, 5% individuals no mini- lection of funding media consult- Preston, W R Smith, T J Wander,ing: 2% of business Includes con- consulting, plan/trust legal docu- mum size client ing, asset accumulation/investment vpssulting via overseas correspon- ment drafting, plan administration Compensation: By the proJect, consulting Continued on next page
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Continued frompreviouspage sulting on communications pro- 10% of business Includes general
grams, benefit statement prepara- consulting on communications pro-

S tion, booklet preparation, audiovt- grams, benefit statement prepara-
sual program preparation tion, booklet preparation

All Third Party International benefits consult- Compensation consulting: 20%

Administrators are not alike! Martin E. Segal Co.
ing: 5% of business Includes con- of business Includes executive in-
sulting via overseas branch offices centive, other executive perks, tax-

730 Fifth Ave, New York, N Y in Canada, from the United States sheltered programs, tax-advanta-
10019, 212-586-5600CASI a leader in Employee Benefit Cost Compensation consulting: 5% geous programs

Containment Alte-natives Nith I 20 of business Executive incentives, Staff: Seven total staff members,
years exper ence n Employee Benefits Year founded: 1939

other executive perks, wage and five professionals, including two
m The flnest automated claims adminis- Services provided: 100% of gross salary administration CLUs
tration /managerrent reporting system

oicclaimTM I Available Reinsurance revenues from benefit consulting Locations: Atlanta, Boston, Chi- Clients: 200 total clients, 3% with

markets for part,21 self-Ins.Ired (10 + Retirement plan consulting: cago, Cleveland, Denver, Hartford, more than 500 employees, 97% with
employees) fully self-insured plans 45% of business Includes plan de- Conn, Houston, Los Angeles, New fewer than 500, 75% corporations,
(25 + employees)  501(c)(9) expertise sign consulting, actuarial work for Orleans, Phoenix, Ariz, San Fran- 3% multiemployer plans, 22% indi-

defined benefit plans, record-keep- cisco, Washington, Edmonton, Al- viduals, no minimum size clientClaims Administration Services, Inc.
ing work for defmed contribution berta, Toronto Compensation: By the proleet,

662 First Bank Dri£e · Palat ne, IL 60067
312 / 934-7772 plans, record-keeping and adminis- Staff: 490 total staff members, commissions for insurance placed

tration systems consulting, plan ad- 370 professionals, including 12 with underwriters, on retainer, by
ministration consulting, selection FSAs, 19 ASAs, 20 MBAs, nine at- the hour, senior consultant, $100,
of funding media consulting, asset torneys, two CPAs, two Ph D s junior consultant, $60, dental, $25

t- Orr accumulation/investment consult- Clients. 3,300 total clients, 85% 1983 gross revenues· $800,000
ing, actuarial forecasting with more than 500 employees, 15% Principal officers: Donald

Welfare plan consulting: 40% with fewer than 500, 45% corpora- Shaffer, president, Ken Groves,
of business Includes plan design tions, 55% multlemployer plans, no general manager, Arlene Resmck,
consulting, selection of funding

minimum size client marketing manager, Olive Reid, of-

media consulting, insurer/broker Compensation: By the project, flee manager
/ U selection consulting, evaluation of on retainer, by the hour, senior

.. to pour benefit other service providers, health care consultant, $100-$200, Junior con-

cost management, preferred pro- sultant, $40-$100, includes clerical E.W. Siver &
in Claims Administration

vider organization consulting, 1983 gross revenues: Not re- Associates Inc.

claims audits ported 9400 Fourth St N , St Petersburg,
Principal officers: Martin E Fla 33702, 813-577-2780Communication consulting: 5%

Segal, chairman, Robert D
of business Includes general con- Krinsky, president, Robert D Paul, Year founded: 1970

vice chairman, John F Gentleman, Services provided: 25% of gross
Berton Jacobson, executive vps revenues from benefit consulting,

75% of gross revenues from activi-

SelfInsured Plans ties other than benefit consulting
Welfare plan consulting: 20%

Con*utenzed health plin adm.mstration 662 First Bank Drive, Palatine, 111
60067, 312-934-7772 of business Includes plan design

consulting, selection of funding

IF OUR SYSTEM DOESN'T DO Year founded: 1982 media consulting, insurer/broker

Parent company: Claims Ad. selection consulting, evaluation of

EVERYTHING WE Sm,WE'U EAT IT.
ministration Services Inc other service providers, actuarial

Services provided: 85% of gross evaluation of self-insured plans
revenues from benefit consulting, Compensation consulting: 5%

15% of gross revenues from activi- of business Executive incentives,
Committing your health claims CHARLIES BENEFIT UNINU" - Reduce errors and overpay- ties other than benefit consulting other executive perks
processing to a computerized Health plan administrators ments by automatically calculat- Staff: 16 total staff members,Welfare plan consulting: 85%
system is a big step differ too much fo- us to make ing benefits, including deducti- of business Includes plan design eight professionals, including three

The potential rewards are specific promises until we've bles, co-payments, maximums, consulting, selection of funding CLUs, two attorneys
great But so are the potential looked over your present sys- coordination ofbenefits, etc media consulting, insurer/broker Clients: 75 total clients, 30% with
pitfalls Unfortunately, you can tem But if ycu're currently - Produce a wealth of analyti- selection consulting, broking the more than 500 employees, 70% with
never be sure the system will do processing claims manually or cal reports that show you exact- insurance to insurers, evaluation of fewer than 500, 60% corporations,
what it's supposed to until you with an outdated s ystem, ly where the benefit dollars are other service providers, claims ad- 5% individuals, 25% government
actually use it CHARLIE cai do things such as going, and how to keep control ministration by Claims Adminis- agencies, no minimum size client

But with the new CHARLIETM the following 'or you over costs
tration Services Inc Compensation: By the project,

system from Bene.ics, you don't - Double or triple the produc- CHARUE: THE aSOUP TO NUTS Communication consulting: commissions for insurance placed
have to decide to keep it until tivity of yolr :laims exammers SOLUION 15% of business Includes booklet with underwriters, on retainer, by
you're satisfied that it delivers - Elimina.e practicaly all the

CHARLIE is a complete, preparation
the hour, senior consultant, $100,

everything we promised paperwork you're handling now
dedicated package of hardware, Staff: Nine total staff members, Junior consultant, $60, clerical, $15

1983 gross revenues: Not re-
software, training, and support two professionals, including one
It's flexible enough to handle CEBS, one attorney ported

Principal officers. Edward Wvirtually any combination of dif- Clients: 50 total clients, 20% with

ferent plans, and any number more than 500 employees, 80% with Siver, president, Robert I Siver,
%$

of employers and insured And fewer than 500, 100% corporations, vp/treasurer, James Marshall, vp,
Charlotte H Steel, corporate secre-

nobody else offers so many ad- minimum size client, 25 employees
vanced features in one efficient, Compensation: By the project, tary

commissions for insurance placedsmooth-running system
Using the latest computer with underwriters, on retainer, by

technology, CHARLIE provides the hour, senior consultant, $100, Southern Employee
the power of a large system junior consultant, $65, clerical, $40 Communications

at a fraction of the cost-and it 1983 gross revenues. $500,000 Box 7683-A, Birmingham, Ala
uses your existing office space Principal officers: Stephen F 35253,205-870-3999

and people Rasnick, president Year founded: 1971

Best ofall, CHARLIE ts Parent company: Southern Pro-
t guaranteed Before you commit to Donald Shaffer duction Cos Inc

buyrng, we'll tellyou-m wnting Services provided: 25% of grossf Associates Inc.
revenues from benefit consulting,-exactly what CHARLIE to:11

doforyou If CHARLIE doesn't 11 Grace Ave , Great Neck, N Y
11021, 516-466-4642 75% of gross revenues from activi-

-'1,1-A-- f
deliver, you get your money back, ties other than benefit consulting
no questions asked Year founded: 1954 Welfare plan consulting: 25%

If you're a third-party admin- Services provided: 50% of gross of business Includes plan design
istrator, a self-insuring, self-

j i =*f revenues from benefit consulting consulting, selection of funding
i;, administering organization, or 50% of gross revenues from activt- media consulting, insurer/broker

an insurance company, you can ties other than benefit consulting selection consulting
dramatically improve claims Retirement plan consulting· Communication consulting:
processing efficiency, and finally 25% of business Includes plan de- 75% of business Includes general

f get control of plan costs sign consulting, actuarial work for consulting on communications pro-
Just call Benetics, and ask defined benefit plans, record-keep- grams, benefit statement prepara-

A , for CHARLIE-the guaranteed ing work for defined contribution tion, booklet preparation, audiovi-
solution plans, record-keeping and adminis- sual program preparation, cost-con-

- tration systems consulting, tainment program preparation
plan/trust legal document drafting, Staff: Six total staff members,

plan administration consulting, se- including two professionals
lection of funding media consult- Clients: 24 clients, 75% with
ing, asset accumulation/investment more than 500 employees, 25% with
consulting, termination benefits fewer than 500 employees, 100%* Benetics Welfare plan consulting: 45% corporations, no minimum size cli-I ir=5·2 of business Includes plan design entV We make business work better
consulting, selection of funding Compensation: By the project,Benetics Corporation

't:.. # 335 East Middlefteld Road, Dept BI media consulting, insurer/broker on retainer, by the hour, senior
Mountain View, CA 94043 selection consulting, broking the consultant, $100, Junior consultant,
(800) 233-7766 insurance to insurers, evaluation of $50, clerical, $20
m Calif (415) 940-6300 other service providers, claims ad- 1983 gross revenues: Not re-

© 1983 Beneties Corporation vice ported
Communication consulting: Continued onfactng page
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Principal officers: R. Craig Ful-

ford, president; Kate C. Hawth-
orne, secretary/treasurer.

T

TIC International Corp.

3901 N. Meridian St., Suite 500,
Indianapolis, Ind. 46208;
317-924-5311

Year founded: 1951.

Services provided: 20% of gross
revenues from benefit consulting,
80% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
40% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing.

Welfare plan consulting: 50%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, evaluation of

other service providers, claims ad-
ministration, actuarial evaluation
of self-insured plans, claims man-
agement system consulting and
claims management audits.

Communication consulting:
10% of business. Includes general
consulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation.

Locations: Akron, Cleveland,
Mentor, Ohio; Birmingham, East
Lansing, Mich.; Louisville, Ky.;
Milwaukee; New York.

Staff: 200 total employees; seven
professionals, including three
FSAs, one attorney, one Ph.D., two
CPAs.

Clients: 275 clients; 50% with
more than 500 employees, 50% with
fewer than 500 employees; 90%
multiemployer plans, 10% others;
no minimum size client.

Compensation: By the project;
commissions for insurance placed
with underwriters; on retainer; by
the hour.

1983 gross revenues: $8.2 mil-
lion.

Principal officers: Ronald B.
Woodard, president/chairman; Ste-
phen E. Kraabel, executive
vp/chief operating officer; John M.
Meyer, vp/chief financial officer
and secretary/treasurer.

Tillinghast, Nelson &
Warren Inc.

Tower Place, 3340 Peachtree Road
N.E., Atlanta, Ga. 30326;
404-261-5420

Year founded: 1945.

Services provided: 35% of gross
revenues from benefit consulting,
65% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
60% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing, asset accumulation/investment
consulting.

Welfare plan consulting: 20%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer selection
consulting, broking the insurance
to insurers on a fee basis, evalua-
tion of other service providers.

Communication consulting: 5%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

International benefits consult-

ing: 10% of business. Includes con-
sulting via overseas branch offices.

Compensation consulting: 5%
of business. Includes executive in-

centive, other executive perks.
Other consulting: Life actuarial

consulting, casualty actual·ial con-
sulting, risk management consult-
ing.

Locations: Newton, Mass.; Chi-
cago; Dallas; San Antonio, Fort
Worth, Texas; Denver; Hartford,
Conn.; Jacksonville, Fla.; Kansas

City, Kan.; Los Angeles; New Or-
leans; New York; St. Louis; Hamil-
ton, Bermuda; Toronto; London;
Dublin, Ireland.

Staff: 340 total staff members;
170 professionals, including 58
FSAs, 20 ASAs, five CLUs.

Clients: Total clients not re-

ported.
Compensation: By the hour, se-

nior consultant, $100 and up; junior
consultant, $40-$100; clerical, $20-

$40.

1983 gross revenues: $30 mil-
lion.

Principal officers: James C.H.
Anderson, managing principal of
firm; J. Russell Southworth, man-
aging principal-employee benefits;
Randall P. Mire, managing princi-
pal-life actuarial; W. James Mac-
Ginnitie, managing principal-casu-
alty actuarial; George M. Betterley,
managing principal-risk manage-
ment; Henry K. Knowlton, manag-
ing principal-administration and fi-
nance.

Towers, Perrin, Forster
& Crosby
600 Third Ave., New York, N.Y.
10016; 212-309-3400

Year founded: 1934.

Services provided: 70% of gross
revenues from benefit consulting,
30% of gross revenues from activi-
ties other than benefit consulting.

Retirement plan consulting:
49% of business. Includes plan de-
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sign consulting, actuarial work for
defined benefit plans, record-keep-
ing and administration systems
consulting, plan/trust legal docu-
ment drafting, plan administration
consulting, asset accumulation/in-
vestment consulting.

Welfare plan consulting: 7.5%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, evaluation of
other service providers.

Communication consulting: 8%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

International benefits consult-

ing: 6% of business. Includes con-
sulting via overseas branch offices
and from the United States.

Compensation consulting: 17%
of business. Includes executive in-

centive, other executive perks,
wage and salary administration.

Other consulting: General man-
agement and insurance consulting
services through Cresap, McCor-
mick & Paget division.

Locations: Atlanta; Boston; Chi-
cago; Cleveland; Dallas; Detroit;
Houston; Los Angeles; Milwaukee;
Minneapolis; New York; Philadel-
phia; Pittsburgh; St. Louis; San
Francisco; Seattle; Stamford,
Conn.; Tampa, Fla.; Washington;
Calgary, Alberta; Montreal; To-
ronto; Vancouver, British Colum-
bia. Ten other offices throughout
the world.

Staff: 2,000 total staff members;
1,300 professionals, including 185
FSAs, 90 ASAs.

Clients: 5,000 total clients; 100%

corporations (includes non-profit
organizations and government
agencies); no minimum size client.

Compensation: By the hour.
1983 gross revenues: $170 mil-

lion.

Principal officers: Q.I. Smith,
Continued on nezt page

The first visioncare plan
forpeople who can't see wasting money.

If you'd like an inexpensive yet popular on-line claim processing and certification
way to improve your benefits package, look system virtually eliminates employer paper
into John Hancock's VisionCare. It's a unique work altogether. What's more, VisionCare is
coverage that supplements your existing group backed by a growing nationwide network of
program by providing routine diagnostic and over 10,000 vision care professionals.
corrective eye care. For a closer look at John Hancock's

VisionCare gives you the expertise in innovative, low-cost Group VisionCare Plan,
claims systems that you've come to expect send in the coupon below. Or call Paul H.
from John Hancock. In fact, our exclusive, Gregg, Vice President, at (617) 421-6205.

I want a closer look at VisionCare. Please send a brochure to:

Title

 Company VSONOmE

Srreer

1 City Starf Zip

| Mail to John Hancock c/o VisionCare, T.54, P.O. Box 111, Boston, MA 02117.

| Wecanhelp youhereand now Not justhemafter.
 John Hancock Mutual Life insurance Company, Boston. MA 02117 and affiliated companies.
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spotlight report

WiN YOU GET
A MEDICAL OPINION

ON *THH CLAIM
FROM YOUR INSURER?

With IE&Eyou can! We are theonlyclaims administra-
tor in the country to offer claims-based hospital utili-
zation review by medical professionals.

call C. J. Wintersteller at

EXECUTIVE & EMPLOYEE
BENEFIT PLANS, INC.

Pioneers in our field, yesterday and today.

For info.-mation in cities not listed

(614) 486-7188.

Atlanta. E. A. Hightower (404) 256-2900
Orlando: Paul Holderbaum (3051 849-6020
Columbus: C. J. Wintersseller (614) 486-7188
Cincinnati.· L. S. McCrosky (513> 772-0700
Cleveland. Joseph Kral (216) 886-6800
Dallas: J. M. Bransford (214) 221-2584

Continued from previous page
chief executive oficer/chairman;
J.E. Kielley, president; D.E. Sulli-
van, vp-employee benefits; L.N.
Marget, chief actuary; C.F. Fretz,
vp-human resource services.

Scott Wetzel
Services Inc.

P.O. Box 418, Bremerton, Wash.
9831C; 206-479-0200

Year founded: 1941.

Parent company: City Investing
CO.

Services provided: 90% of gross
revenues from benefit consulting,
10% of gross revenues from activi-
ties other than benefit consulting.

Welfare plan consulting: 90%
of business. Includes in-house

claims administration, claims man-
agem€nt system consulting and
claims management audits.

Communication consulting:
10% of business. Includes booklet

preparation.

Locations: Anchorage and Ju-
neau, Alaska; Boise, Idaho; Boston;
Chicago; Cleveland; Dallas; Eng-
lewood, Colo.; Las Vegas and Reno,
Nev.; Lcs Angeles; New York;
Omaha. Neb.; Orange, Calif., Phila-
delphia; Phoenix, Ariz.; Pcrtland,
Ore.; S:lt Lake City; San Francisco;
Seattle; Springfield, N.J.; Spokane
and Tacoma, Wash.; Tampa, Fla.;
Twinsburg, Ohio; Washington.

Staff: 430 total employees; 290
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Specializing in all forms of
life, accident and health
Reinsurance.

FACULTATIVE/TREATY
Underwriting and loss adjusting
intermediary for LLOYDS of LONDON
for over 30 years.

I Stop Loss for Self-Funded Employee Berefit Plans
I Stop Loss for Aviation \Abrkers' Compensation
I Catastrophe Excess Treaties
I Special Risks I Admitted Uat,iliy

I Aviation Accident I Group Travel I Ufe

John W. Parker, Jr.

Deborah Perna

Samuel W. Douglass. 111
Ralph P. Pillischer
William R. Guckes, Jr.

1760 MARKET STREET I PHILADELPHIA, PA 19103

Other prlnellal cliti: 1* 1 U.S.: Coral GabiBS • Dallas • New York • San Francisco
ARd Ahread: Booota • Brussels • Buenos Aires • Caracas • Hamilton • Lima• l ondon • Maricatbo • MexiCOCity • Milan •PanamaCity • Paris•Santiago• Sydney

professionals, including two MBAs,
four attorneys, one CPA, two
CPCUs, two PEs, six CSPs, one
CIH.

Clients: 320 clients; 10% with
more than 500 employees, 90% with
fewer than 500 employees; 95% cor-
porations, 5% multiemployer plans;
minimum size client 75 employees.

Compensation: By the project.
1983 gross revenues: Not re-

ported.
Principal officers: E. Scott

Wetzel, president; D.W. Mulliner,
executive vp; Robert Spratt, Ken-
neth Rosser, senior vps; Myron Sol-
tau, vp-corporate services.

Williams, Thacher & Rand
7979 Old Georgetown Road, Suite
400, Bethesda, Md. 20814;
301-654-0505

Year founded: 1975.

Services provided: 100% of gross
revenues from benefit consulting.

Retirement plan consulting:
60% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-
tration systems consulting,
plan/trust legal document drafting,
plan administration consulting, se-
lection of funding media consult-
ing.

Welfare plan consulting: 30%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer selection
consulting, evaluation of other
service providers.

Communication consulting: 5%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

Compensation consulting: 5%
of business. Executive incentives,
other executive perks, wage and
salary administration and flexible
compensation.

Locations: Baltimore; New
York.

Staff: 33 total staff members; 22
professionals, including two FSAs,
six ASA, one MBA, one attorney.

Clients: 350 total clients; 20%
with more than 500 employees, 80%
with fewer than 500; 100% corpora-
tions; no minimum size client.

Compensation: By the hour, se-
nior consultant, $120-$175; junior
consultant, $75-$110; clerical, $25-
$50.

1983 gross revenues: $2.4 mil-
lion.

Principal officers: Charles G.
Thacher, Robert L. Williams,
Thomas O.S. Rand, principals.

Wittner, Hanahan &
Peck Inc.

5999 Central Ave., St. Petersburg,
Fla. 33710; 813-384-3000

Year founded: 1980.

Services provided: 50% of gross
revenues from benefit consulting,
50% of gross revenues from aetivi-
ties other than benefit consulting.

Welfare plan consulting: 90%
of business. Includes plan design
consulting, selection of funding
media consulting, insurer/broker
selection consulting, broking the
insurance to insurers, evaluation of
other service providers, claims ad-
ministration.

Communication consulting: 5%
of business. Includes general con-
sulting on communications pro-

grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

Compensation consulting: 5%
of business. Includes executive in-

centives, other executive perks,
wage and salary administration.

Staff: Eight total staff members;
four professionals.

Clients: 67 total clients; 10% with
more than 500 employees, 90% with
fewer than 500; 98% corporations,
2% multiemployer plans; minimum
size client, 100 employees.

Compensation: By the project.
1983 gross revenues: $1.32 mil-

lion.

Principal officers: Ted P.
Wittner, chairman; James L. Hana-
han, president; John L. Peck, vp.

The Wyatt Co.
200 First National Building, Detroit,
Mich. 48226; 313-961-5485

Year founded: 1946.

Services provided: 96% of gross
revenues from benefit consulting,
4% of gross revenues from activities
other than benefit consulting. In-
formation applies only to U.S. oper-
ations only.

Retirement plan consulting:
75% of business. Includes plan de-
sign consulting, actuarial work for
defined benefit plans, record-keep-
ing work for defined contribution
plans, record-keeping and adminis-
tration systems consulting, plan ad-
ministration consulting, asset accu-
mulation/investment consulting.

Welfare plan consulting: 5% of
business. Includes plan design con-
sulting, selection of funding media
consulting, evaluation of other
service providers.

Communication consulting: 5%
of business. Includes general con-
sulting on communications pro-
grams, benefit statement prepara-
tion, booklet preparation, audiovi-
sual program preparation.

International benefits consult-

ing: 3% of business. Includes con-
sulting via overseas branch offices,
via overseas correspondents, from
the United States.

Compensation consulting: 8%
of business. Includes executive in-

centive, other executive perks,
wage and salary administration.

Other consulting services: 4%
of business. Risk management con-
sulting.

Locations: Atlanta; Boston; Chi-
cago; Cleveland; Dallas; Denver;
Fort Lee, N.J.; Grand Rapids,
Mich.; Honolulu; Houston; Los An-
geles, Memphis, Tenn.; Miami;
Minneapolis-St. Paul, Minn.; New
York; Orlando, Fla.; Philadelphia;
Phoenix, Ariz.; Portland, Ore.; San
Diego; San Francisco; Seattle;
Stamford, Conn.; Washington. Plus
six offices in Canada, two in Mex-
ico and 16 others worldwide.

Staff: 1,200 total employees; 700
professionals, including 140 FSAs,
112 ASAs, 25 attorneys.

Clients: More than 10,000 clients;
40% with more than 500 employees,
60% with fewer than 500 employ-
ees; 98% corporations, 2% multiem-
ployer plans; no minimum size cli-
ent.

Compensation: By the hour.
1983 gross revenues: $100 mil-

lion (United States only).
Principal officers: J. Perham

Stanley, president (Detroit); V.
Clark Beaird, vp/treasurer (Dal-
las); Michael H. Davis, vp (Boston);
John Hanson, vp (Chicago); Paul H.
Jackson, vp (Washington). .

Pennsylvania rates to fall
HARRISBURG, Pa.-Pennsyl-

vania workers compensation insur-
ance rates will decline 0.2% in 1984,
according to Anthony A. Gayelin,
the state's acting insurance com-
missioner.

The reduction will result in pre-
mium savings of approximately $2
million for the state's 200,000 em-
ployers.

It is the fourth consecutive an-

nual reduction.

Since January 1980, workers
compensation insurers rates in
Pennsylvania have declined 14.6%,
which represents a $186 million re-
duction in premiums the state's em-
ployers pay.

During the four years prior to
1980, Pennsylvania workers com-
pensation rates had increased al-
most 225%. .
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Coalitions continue to battle health costs
Continued from page 1 or statewide health care delivery cian identification number and Group of Lake County, Ill, Just care costs, including employers It
around the country system diagnostic-related group north of Chicago, doesn't feel com- promotes the flow of information

Other coalitions believed to be • Employer health care coali- "So far, we've beer. working fortable with the term "PPO," but from Iowa's Business Labor Coali-
among the most aggressive include tions are turning increasingly to with aggregate data," he explains it is studying the possibility of a tion on Health in Des Moines to
those based in Kansas City, Los paid staff to help them manage and The coalition has used this aggre- group-purchasing arrangement seven purchaser-only business
Angeles, San Diego, Chicago, To- administer their programs gate data to identify physicians and with local providers that would groups in outlying areas of the
peka, Kan, and Lake County, Ill, • The percentage of coalitions hospitals whose treatment patterns take advantage of economies of state
as well as statewide coalitions in that charge dues as a source of rev- and resulting charges vary signifi- scale HPCI interfaces with providers,
Iowa, Utah and Maryland enue increased to 62% last year, up cantly from the norm When such a Eleven members of the 22-mem- legislators, labor leaders and insur-

Some of the coalitions limit from only 32% in 1982 situation is identified, the coalition ber coalition are spending about ers to develop and implement stra-
membership to private employers, • Significantly more money is takes the problem to either a physi- $30,000 to fund a feasibility study tegic plans of action, provide data,
but most of them permit some com- becoming available through corpo- cian or hospital advisory panel, being prepared by benefit consul- research, information and educa-
bination of hospitals, physicians, rate donations and private and gov- whichever is appropriate tant A S Hansen Inc and a Chi- tional services, and to help to de-
public employers, labor representa- ernment grants to fund coalition- "If we discover that a physician cago law firm The study will help velop and influence the design of
tives and insurance companies to sponsored research and projects is keeping someone in the hospital the sponsors make a "go, no-go de- health care delivery systems
Join as either full-fledged or advi- Among these sources are the John too long, we discuss it with the phy- cision," reports Chip Burgett, asso- HPCI is the recipient of CIGNA
sory members A Hartford Foundation, the sician advisory panel," says Mr ciate director of compensation and Foundation and Robert Wood

A handful includes local politi- CIGNA Foundation and the Robert Hillier "The physician won't go benefits at Baxter-Travenol La- Johnson Foundation grants, as well
cians, government regulators and Wood Johnson Foundation back and reduce the charge, but we boratories Inc in Deerfield, Ill, and as a $10,000 grant from the Pruden-
representatives from charitable or- Hospital overbuilding and excess hope the physician's behavior will president of the coalition tial Insurance Co of America

ganizations like the American capacity are the key issues that change in the future " "There are a lot of tough issues to
Heart Assn or the American Red have captured the attention of An- San Diego-area emp.oyers are consider," notes Mr Burgett "Ulti- One of the newer coalitions
Cross zona business Hospitals account for busy forming their own PPO mately, you get to a point where all formed last April in Dallas demon-

Although the nation's oldest co- 56% of employers' health care ben- through a year-old coalition called the providers in the area are not strates how the business coalition
alition, estaolished in Philadelphia, efit costs and are the fastest-grow- the Committee for Affordable included in the arrangement and movement is spreading into com-
is only 7 years old, there are about ing 'tem in the health care bill, says Health Care Although provider- what happens to those who are not munities across the country
125 groups in existence today, re- Joseph J Campanella, president of based PPOs are proliferating preferredp" Steve Schrenzel acted as a cata-
ports Jan Peter Ozga, director of Sperry Corp 's flight systems oper- throughout California, San Diego The Utah Health Cost Manage- lyst in organizing the Dallas Busi-
the Clearinghouse on Business Co- ation in Phoenix employers are the motivating force ment Foundation, a coalition dorm- ness Group on Health after relocat-
alitions for Health Action, a 2-year- Spearheaded by f our of the behind this proJect, which they call nated by employers but that also ing in the Dallas area as manager of
old project of the U S Chamber of state's largest employers-Sperry, The Community Care Network (BI, includes insurers, has twice tried benefits planning at LTV Corp Mr
Commerce that tracks coalitions Motorola Inc, Garrett Corp and Oct 31, May 30) but failed to modify a state law that Schrenzel had attended a number
and acts as a liaison Honeywell Inc -the Arizona Co- prohibits insurance companies of coalition meetings in the Mid-

More than half of these groups alition for Cost Effective Quality Earlier this year, the San Diego from offenng PPOs The group will west when he worked at AM Inter-
have emerged within the past two Health Care has waged a consumer group won a $100,000 planning not get another chance to change national Inc in Chicago
years During 1983, 20 new coali- education campaign to get its mes- grant from the Robert Wood John- the law until 1985 Today, the Dallas coalition has 26
tions were identified by the clear- sage to the public son Foundation and hopes to obtain In the meantime, the group is members who represent more than
inghouse and Mr Ozga describes a $1 5 million implementation working with provider groups to 200,000 employees and has been in-
the movement as "still in the peak- For example, it has publicized grant from the foundation in 1984 develop alternative delivery sys- volved with two major activities It
ing stage " thrcugh ltS newsletter how hospital The Health Care Cost Contain- tems that promote price competi- encouraged the development of a

Nearly half of the 115 coalitions beds in various counties exceed the ment Committee of the Santa Clara tion in the Salt Lake City area It statewide private medical review
listed in the soon-to-be published state's five-year health plan, how County Manufacturers Group in served as a catalyst to develop a program and tt contributed Ideas to
1984 clearinghouse directory in- much patients pay per day to fund Northern California also attempted professional review organization the script of an 80-minute film on
clude 24 or fewer members, 33% various hospitals' debt service and to establish a PPO, but it could not that is available to insurers and health care that was produced by
have 25 to 49 members, 15% have 50 how much rates have increased in reach consensus on a plan among self-insured employers And lt has the Texas Medical Assn
to 99 members, and 3% have 100 or the past year at these same hospi- its 90 business members and eight successfully encouraged the adop- The film is targeted to a wide va-
more members tals local hospitals tion of mandatory surgical second nety of audiences and will be

The Arizona coalition, which is "The problem is that hospitals Instead, Hewlett-Packard Co in opinions and prior authorization shown to some employees of some
less than 1 year old, is by far the don't operate in a free market Palo Alto has decided to carry the for hospitalization coalition members

largest of them all economy and consumers have no ball by contracting with one area We are planning activities in
choice based on price," explains a hospital and 275 of its practicing 44

We believe that competition 1984 oriented toward what employ-
"Coalitions have been an amaz- Sperry Corp spokesman This is physicians The hospital has re- from HMOs and PPOs will even- ers can do on their own to promote

ing development around the coun- why Arizona employers believe cently committed to fixed pricing tually force fee-for-service provid- wellness and health awareness,"
try," observes Willis Goldbeck, that rate regulation is necessary for for certain procedures and Hew- ers to become more cost-effective," reports Mr Schrenzel Mr Schren-
president of the Washington Busi- some interim period until competi- lett-Packard will build incentives says Peter F Singer, executive zel envisions the Dallas Business
ness Group on Health in Washing- tion comes to Arizona's health care into its benefits plan to encourage director of the foundation, which Group on Health as an informa-
ton, D C "Night after night, people Industry, he adds employees to seek treatment at this presently employs two full-time tional and educational organization
are sitting around the table discuss- The ballot-initiative campaign hospital professionals and one support that facilitates dialogue between
ing and studying health issues " got the green light last month after "Hewlett-Packard is talking to staffer employers and among employers,

One of the major benefits of co- compromise negotiations with the other area hospitals and hoping The coalition is funded until providers, insurers and other actors
alitions is that they have people Arizona Hospital Assn broke they will buy into the arrange- March 1984 by a grant from the on the health care stage
talking together, he stresses And, down Coalition employers are ment," reports Bob Lee, vp-person- John A Hartford Foundation "It's important to keep getting
coalitions help employers to ap- turning first to their own workers nel at Plantronics Inc in San Jose, After that time, the group hopes input from the provider commu-
proach parity in their communities to cbtain 108,637 qualified signa- Calif, and a past chairman of the that sales of memberships costing nity along the way," he stresses In
with health care providers, which tures required for the constitu- manufacturers' cost committee $250 to $5,000 will sustain its staff the long run, he says there needs to
traditionally have powerful hospi- tional amendment to give the state "Other employers also are invited and current activities be consensus-and not confronta-

tal councils and medical societies regulatory authority over hospitals to participate in the arrangement The Health Policy Corp of Iowa tion-between purchasers and pro-
with paid staffs to represent them and 72,637 qualified signatures for already set up with H-P " is a statewide coalition of diverse viders if there is to be change in

"Business should be a serious the statutory initiative to establish The Employers Health Care organizations with a stake in health medical care practices .

player in the health care game- the Arizona Health Care Au-
which does not mean that business thority
has to win every round," says Mr Fireman's Fund adds $230 million to reserves
Goldbeck If the proposals enjoy employee

Indeed, he warns against unreal- support-which employers say NOVATO, Calif -Fireman's masked potentially weak reserving Repeatedly, the insurer had
1 istic expectations from business co- they do-the coalition should have Fund Insurance Cos last week practices talked of its "conservative pricing"

alitions Every community is dif- no difficulty m putting its program made prophets out of many Wall Fireman's Fund has assured se- and its restrain and realism in re-

ferent and the solutions that fit in on the ballot because the coalition Street analysts who hac predicted curities analysts as late as August fusing to slash rates Last week,
one area do not necessarily work represents more than 400,000 em- the large property/casualty insurer that its loss-reserving practices however, it acknowledged to ana-
somewhere else ployees and dependents was under-reserving were sound lysts they had actually been too ag-

For this reason, some coalitions Other business coalitions around The American Express Co affili- American Express also an- gressive in 1983
are working cooperatively with the country are studying preferred ate added $230 million to its re- nounced last week it had recruited "I think credibility is a real prob-
local provider groups Others-no- provider arrangements as a way to serves in a move that will result in the former president of its credit- lem right now for Fireman's Fund
tably in Arizona-feel they are introduce more competition ink a whopping fourth-quarter loss and card division, William M McCor- and American Express," said David
forced to taice firmer action the health care delivery system punch a big dent in Fireman's mick, to take over as chairman and Anthony, an insurance stock ana-

The activities of business coah- Besides the South Florida group Fund's $171 1 million in aftertax chief executive of Fireman's lyst with Smith, Barney Harris
tions tend to fall into five major coalitions planning or considering operating earnings reported so far Fund's property/casualty insur- Upham & Co Inc
categories, according to the Cham- PPOS Include those in Maryland this year (BI, Dec 5) ance operations and was giving
ber of Commerce clearinghouse San Diego, Los Angeles and Santa American Express sa> the prob- American Express President San- Earlier this month, Fireman's

These include benefits program Clara County, Calif , and Lake lems at Fireman's Fund will cause ford I Weill additional responsibil- Fund has announced that it Will
design, data collection for cost and County, Ill its 1983 earnings to drop about 10% 1ty as chairman and chief executive eliminate about 1,500 employees-
utilization review, development of "We are in the process of form- from last year's of the Fireman's Fund holding through a combination of layoffs,
alternative delivery and payment inga committee to gather data company attrition and productivity gains-in
systems (like health maintenance about PPOs and to study the best Analysts said the move raised Mr Weill replaces Edwin F its property casualty operations in
organizations, preferred provider format for these arrangements," questions about whether other Cutler, who was named chairman the next 13 months About 300 posi-
organizations and self-funding), reports Don S Hillier, vp-person- major property/casualty insurers of the insurance affiliate's execu- tions were terminated immedi-
health education programs, and nel at the Maryland National Bank may need to make additions to re- tive committee ately
health planning in Baltimore and president of the serves soon They say that contin- For most of 1982 and 1983, Fire- The company said the staff re-

Figures developed by Mr Ozga 90-member Maryland Health Care ued rate competition has sharply man's Fund showed continually ductions were part of a cost-reduc-
suggest that existing and new coali- Coalition eaten into reserves, especially those improving operating results that tion program planned to save $19
tions are changing somewhat in Mr Hillier says the Maryland co- held by companies that specialize were usually better than-but at million in 1983 and $36 million next
their structure and membership alition is very interested in what in writing long-talled liability cov- least equal to-most of its prop- year

• Many business coalitions are the South Florida group l S doing erages erty/casualty competitors But Besides the terminations, Fire-
evolving into communitywide co- Like that coalition, Maryland em- Many of the same analysts had things slipped badly in the third man's Fund has instituted a hiring
alitions by broadening their mem- ployers expect to soon obtain de- predicted for months that the quarter, with a reported 24% drop freeze and plans to consolidate
bership to include non-employer tailed information showing their seemingly smooth earnings growth in operating income for the three some operations as well as supervi-
members R ith a stake in the local individual costs by hospitals, physi- reported by Fireman's Fund months sory positions .
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Flurry of pollution cleanup suits filed
By DOUGLAS McLEOD school, monitor the area and place damaging natural resources at two N Y based Monsanto said it would vol-

a cap over the canal area separate sites at a naial weapons The suit also names Kenneth untarily spend $4 million this year
WASHINGTON-Several com- The complaint asks tha' Occiden- station in Concord, Calif Pierce, who owned the tanks, to and $25 million in 1984 to clean up

panies are facing possible liability tal Chemical, which dumped 21,800 • A lawsuit filed in US District which the oil was sent from the various hazardous waste sites

for pollution damages and c eanup tons of toxic materials at Love Court for the Western District of companies' Massena, NY, plants "We made the decision to take a

costs following a flurry of coirt ac Canal between 1947 and 1953, be Texas in Waco against Ciba-Geigy The government says lt has spent more aggressive attitude toward
tions filed by the Justice Depart- held responsible for future care of Corp, the U S pharmaceutical and $600,000 on the cleanup and esti- environmental cleanups for three
ment earlier this month the site chemical manufacturing subsidiary mates it will spend $200,000 more reasons," a company spokesman

The eight actions, brought under Toward this end, the govern- of CIBA-Geigy A G of Switzerland, • A lawsuit filed against AVX said "One, we recognize that it's
the Comprehensive Environmental ment also asks that Occidental be and MeGregor Chemical Corp The Corp of Great Neck, NY, and the responsible thing to do Two,
Response, Compensation and Lia- ordered to establish a $65 million suit claims that the two companies RTE Corp of Waukesha, Wis , we realize we will have to do it
bility Act, better known as CER- annuity trust account or perfor- are responsible for cherrical contam- manufacturers of electrical prod- sooner or later, and if we wait until
CLA or the Superfund Act, charge mance bond ination of property later acquired by ucts, for an unspecified amount of later when we'd be under some sort
numerous companies and individu- The complaint amends a 1979 the Naval Weapons Industrial Re- damages in the discharge of wastes of government order, it would
als with contributing to hazardous Justice Department lawsuit against serve Plant in MeGregor, Texas containing PCBs into New Bedford likely take longer and cost more
waste spills at seven separate sites Occidental Chemical, which is Stlll CIBA-Geigy had manufactured pes- harbor in Massachusetts Three, we want to demonstrate to

Included is an amendmert to a in the discovery phase ticides on the site • An amendment to a lawsuit the public that we are concerned
1979 lawsuit against Occidental Occidental is currently discissing The suit demands that the com- already filed seeking recovery of and responsible "
Chemical Corp seeking to recover coverage of cleanup liability with panies be ordered to clean up the cl ea nup costs atadum psi te Montanto has already cleaned up
$45 million in Superfund anc other its insurers, but the coverage "is not site or pay the $400,000 estimated operated by Seymour Recycling two sites this year, one called
money spent so far in the cleanup a resolved issue," according to one cost of the cleanup Corp in Seymour, Ind The amend- Anders Lane in Galveston County,
and monitoring of Love Can Rl Oc- source • A lawsuit filed In U S District ment adds 50 companies-includ- Texas, and another in Augusta, Ga
cidental Chemical, formerly The company recently an- Court in Syracuse, NY, against ing Mobil 011 Corp, Union Carbide The four main sites the company
Hooker Chemical & Plastics Corp, nounced that it had reached an Aluminum Co of America, based Corp, Phelps Dodge Corp, Man- will work on in 1984 are near La-
was acquired by Occidental Petro- agreement in principle With sev- m Pittsburgh, and Reynolds Alu- ville Corp, Reynolds Metals Corp , Marque, Texas, in Sauget, Ill, and
leum Corp in 1968 eral of its liability insurers to settle minum Corp of Richmond, Va, Monsanto Corp and U S Steel in Bitdgeport, N J

All of the Justice Department ac- for about $25 million some 1,345 of seeking $800,000 for the cleanup of Corp -and five individuals to the Besides the Seymour site suit,
tions were filed before Dec _1, the the 1,431 lawsuits brought by Love oil contaminated with polychlorin- 91 companies and individuals al- there are also other federal and
deadline for certain types o. law- Canal residents (BI, Oct 17 ) ated biphenyls (PCBs), which ready named state environmental suits against
suits under the Superfund law The Hartford Accident & Indemnity leaked from storage tanks in Moira, In a related matter, St Lou is- Monsanto m

law, enacted on Dec 11, 1980, re- Insurance Co was Occidental's pri-

uaueatartettfTsfordaIrrruesg n2gl:albN?St>wtunearpleraokmoME Lawsuits may aid Shell pollution liability claim
within three years of their disco- million in comprehensive general
very or the date of enactment, hability coverage About 14 of Oc- Continued from page 2 ments ' cleanup coverage under its primary
whichever is later cidental's more than 40 liability in- the Shell suit on the basis that it Before the motion to dismiss can and excess liability policies dating

Even though some of the suits surers between 1967 and 1979 will "seeks an advisory opinion with re- be considered, a decision must be back to 1947
are for Superfund cost recovery also contribute to the settlement speet to issues that do not present a reached as to where the case will be Travelers Insurance Co of Hart-

only and not for environmental Other court actions taken re- justiciable case or controversy " heard Shell wants the matter ford, Conn, provided primary ha-
damage per se, lawyers indicate cently by the Justice Depar.ment Although this motion is Stlll heard in the state court in San bility coverage to Shell from 1948
that the Justice Department met Include scheduled to be heard on Jan 16, Mateo County, Calif, where lt filed through 1975
the filing deadline Just in case the • A lawsuit filed in U S District several attorneys involved in the its original petition The insurers Shell's legal problems created by
three-year limit is found to aEply to Court in Newark, NJ, against Chi- litigation acknowledged that the subsequently moved the suit to fed- hazardous wastes wei e further ex-
recovery Costs, too cago-based Morton-Thiokol Inc state and federal government law- eral court in San Francisco panded this month when it was

The complaint against Occidental, seeking to recover $2 7 million in suits throw a new element into the A hearing has been scheduled for sued along with Dow Chemical Co,
filed in U S District Court for the federal and state money spent to case today in the federal court to deter- three other private companies and
Western District of New York seeks clean up a site the company leased "The suits would appear to un- mine whether Shell's motion to re- several federal and state agencies
to recover $45 million the govern- in Plumstead Township, N J dercut the motion to dismiss," ob- mand the suit to state court will be for cleanup costs at a dump site in
ment says it has spent at Love Canal, • Two lawsuits filed in U S Dis- served an attorney who represents granted If lt lS, then the insurers Northern California
along with any future costs trict Court for the Northern Dis- seveal of the insurance company would have to refile their motion to The suit was brought under

The $45 million includes about trict of California in San Francisco defendants dismiss the suit in the state court CERCLA by the Cadillac Fairview
$15 million spent to help relocate against Allied Corp of Morristown, Shell may decide to amend its Attorneys say this kind of proce- Corp, a part owner of the dump
238 families forced to abandon NJ, Santa Fe Industries Inc of original complaint to reflect these dural wrangling is typical at the site, which claims it bought the fa-
their homes In the Love Canal Chicago and Getty Oil Co of Los new developments, suggested an- outset of a major ease cility for development in 1976
area The remainder included Angeles The suits, which do not other attorney involved in the liti- So far, none of the insurers has without realizing that it had been
money spent to purchase ard de- specify monetary damages, charge gation "It's a very fluid situation responded to Shell on the merits of used as a disposal site for 011 refin-
molish the 238 homes and the local these and other defendants with and we'11 have to await develop- ltS demand for hazardous waste ery and other wastes until 1960 .
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These Kids are covered from ship to shore
Continued from page 1
just waited in line 12 hours to buy a
Cabbage Patch doll, as a finished
product the Kids are valued at just
$17, their wholesale cost.

The insurance coverage on the
Kids starts even before they set sail
from Hong Kong. Coleco protects
its products overseas through a for-
eign property insurance policy
written by Federal Insurance Co.
of Short Hills, N.J., an affiliate of

Chubb Group.
The policy covers the Cabbage

Patch Kids from the time Coleco

accepts responsibility for them
from the three Hong Kong subcon-
tractors-Kam Toys, Kader Co.
and Perfekta Enterprises, said Mr.
Brodasky.

And, if for some reason the Hong
Kong factories close down and the
kids are not produced, Coleco is in-
sured for up to $25 million for busi-
ness interruption losses, with the
first $8 million placed with Fed-
eral.

If the Cabbage Patch Kids are
still around next Christmas, the in-

surance coverage protecting them
may well be different.

Mr. Brodasky currently is work-
ing on a new worldwide wrap-up
property insurance policy for Co-
leco that would be effective Jan. 1.

Then, instead of several property
policies covering Coleco products,
there would be only one policy.

The all-r.sk policy would wrap
up all of Coleco's property, transit,
boiler and machinery and business
interruption risks, Mr. Brodasky
said. Limits would be around $150
million to $200 million, with de-

ductibles open for negotiation with
the insurer but ranging from
$10,000 to $100,000.

A wrap-up policy will fill any
loopholes that past property cover-
ages missed and also will provide
better coverage for new products
that come into the market, said Mr.
Brodasky.

"You would be surprised at the
pace the company moves," Mr.
Brodasky said. "Once it finds that a
product is marketable, it can take
about 30 days to produce and sell it.

"From a risk management point
of view, that is why an all-risk pol-

Comp rates up
in Washington

OLYMPIA, Wash.-Employers
who participate the state's exclu-
sive workers compensation fund
will see their rates rise an average
of 30% this year, instead of the 55%
initially proposed.

The 55% increase was filed by
the Department of Labor & Indus-
tries in October to raise $209 mil-
lion needed to return the three

states workers compensation trust
funds to actuarial solvency (BI, Oct.
31).

The 30% rate increase, adopted
last month, will raise an estimated
$116 million for the trust funds,

leaving a projected $93 million def-
icit at the end of next year, said
fund director Sam Kinville.

The Department of Labor & In-
dustries cut the rate increase after

testimony from business and labor
concerning the rising cost of work-
ers compensation insurance.

Business and labor called for a

study of the system, which has
been authorized by the governor.

However, if the financial condi-
tion of the state funds doesn't im-

prove, employers may face another
30% increase next year, Mr. Kin-
ville said.

The increase taking effect in
January will average 21.5% in the
accident fund and 53.6% in the

medical aid fund. There will be no

increase in the supplemental pen-
sion fund. I

icy is SO important-so nothing will
be overlooked in the process."

The plan still must be approved
by Coleco executives.

In the past two years, Coleco has
blossomed into a major toy and
electronics manufacturer, generat-
ing $500 million in net sales last
year and an estimated $800 million
this year.

The 50-year-old company used to
generate most of its income from
above-ground swimming pools and
related equipment, but last year it
earned 92% of its profits from fam-
ily leisure games and toys. Coleco
products include Colecovision
video games and cartridges, doll
carriages, pool tables and fake
snow products.

And this year, besides the new
Cabbage Patch Kids, Coleco also
purchased the exclusive worldwide

licensing rights to market Dr. Seuss
characters in toys and games as
well as video and computer soft-
ware.

However, Coleco's expansion this
year from 3,000 employees to 6,000
employees is due mainly to its
newly introduced home computer,
dubbed Adam. However, the com-

pany and its officials are now de-
fendants in a lawsuit filed by
shareholders who charge that Co-
leco and its officials failed to dis-

close problems with Adam prior to
Coleco's $9 million stock offering.

Nevertheless, because of its

push into computers and the dou-
bling of its staff, Coleco executives
decided that the company needed a
risk manager to be responsible for
insurance and loss prevention. Mr.
Brodasky, a former risk manager

for Raymark Corp. in Trumbell,
Conn., was hired for the new post
in September.

The first item on Mr. Brodasky's
agenda was to review the com-
pany's insurance program, which
led him to investigate the merits of
a wrap-up property program.

Next, Mr. Brodasky will tackle
Coleco's workers compensation
coverage. Workers comp risks have
grown with the expansion of the
company and will be examined
closely, Mr. Brodasky said.

Coleco's current workers com-

pensation insurance is written by
Wausau Insurance Cos. of Wausau,
Wis.

Mr. Brodasky also will review
Coleco's liability insurance pro-
gram. Currently, the first $1 mil-
lion primary coverage is written by
Puritan Insurance Co. in Stamford,

Conn., said Mr. Brodasky, but there
are excess layers running into
"millions of dollars."

Mr. Brodasky also plans to insti-
tute a comprehensive loss-preven-
tion and safety program to keep
losses to a minimum.

"At the moment, supervisors are
being trained in what to look for so
that we can develop the spirit and
knowledge of a strong loss-preven-
tion program," he said. "They will
be our eyes and ears."

Oh yes, by the way, Mr. Bro-
dasky does have a couple of Cab-
bage Patch Kids in his office and
his daughter does own one.

And, for those of you who don't
own one yet, he offered this infor-
mation: 250,000 finished dolls will
enter the United States each week

until the end of the year.
Good luck! •

It took18 months to settle injury
liability intheHyatt skywalk case ...

... and only 18 seconds to look
it up in BI's Editorial Index.

WEEK OF JULY 27,1981Hotel cover may top $300 million
With the BI Editorial Index, it takes just seconds to research
events and issues that unfold over months, or even years.
When you need to pinpoint specific articles in BI that will
give you crucial facts to guide you in your decision-
making or, simply, to satisfyyour curiosity-you'll find
exactly what you need quickjy.

The Index conveniently lists information by subject,
persons quoted and companies mentioned.

All the Business Insurance news and features on a host

of topics are catalogued in this indispensable Editorial
Index: risk management, employee benefits, property/
casualty, legislation, financial developments, market
trends, losses and claims settlements, and much more.

You'll never again spend valuable time wading through
a pile of back copies to find what you're after!

The 1982 Annual Editorial Index is just off the press...
and there's a copy that belongs in your office. Or inyour
corporate library. And you can still grab up one of a limited
number of copies of the 1981 Annual Index. These hand-
somely bound volumes sell for $100 each.

For you and everyone in your corporation who must
keep abreast of the constant changes in the world of com-
mercial insurance and employee benefits, the complete
1983 Index service is a must. The 1983 Editorial Index

service provides three quarterly reports, followed by a
hardcover cumulative Annual Edition. The cost for the

complete service is only $100.
And to make certain that you'll have continuous access

to information, your Index service allows you to use the
Crain Information Centers in New York and Chicago
between publication of quarterly reports.

Send in the coupon
at the right now and
make sure that vital

information will be

within your reach
whenever you need it.

"Our past. . .fast/" '2.'-

A Publication of Crain Communications Inc.

NewYork: 220 East 42nd St., NY 10017 (212} 210-0133

Chicago: 740 Rush St., IL 60611 {312) 649-5275
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Skywalk liability
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Get on right track at RIMS RIMS fete benefits scholarships
NEW YORK-Have you ever been so overwhelmed by the

choices available from the multitude of meetings listed in the pro- Continued from page 2 about $28,000, thanks to one or And, RIMS chapters will be able
gram for the annual Risk & Insurance Management Society confer- The RIMS directors and staff more contributions from 14 cor- to contribute to the foundation in

ence that you were unsure of what meeting to attend when? view this Sunday evening fund- porations, nine RIMS chapters, 10 coming years, with the interest in-
You could find some guidance in a new "Track Program," which raiser as accomplishing the goal of named and several anonymous in- come on the additional contribu-

highlights three specific areas of interest at the 22nd annual RIMS hosting a reception, but with the dividuals and an initial contribu- tions available for the matching
conference, to be held April 1-6 in New York. added benefit of making it more tion from national RIMS grant

The three tracks are risk management information systems, in- meaningful The Sunday evening fund raiser The Spencer Foundation will
ternational risk management and an introduction to risk manage- "We are trying to expand the at the start of the 1984 RIMS meet- earmark 25% of its total scholarship
nnent number of scholarships given ing should "help put this founda- funds available for the matching

Sessions during the week have been scheduled for each track, around the country," said James tion on the map," Mr Newton says grants
allowing registrants to focus their attendance on one of these topics Newton, chairman and president of Four categories of donations "At the end of five years, hope-
-or to mix and match from these three tracks or any of the other the foundation and director of loss have been established for contri- fully, the chapter will have built
scheduled sessions that fall outside of the tracks. administration at Fuqua Industries buting to the reception fund-raiser the designated funds to a point that

RIMS is an association of more than 7,000 risk managers who rep- Inc in Atlanta for the scholarship fund they would provide a substantial
resent 4,000 industrial and service companies and non-profit organ- Robert Spencer was the risk • Benefactor, which is limited to scholarship on its own through the
izations. The RIMS conference lS the largest annual gathering of manager at Fuqua Industries at the non-profit organizations like RIMS foundation," says the letter to
professionals concerned with risk management and employee bene- time of his sudden death in Febru- local chapters, for $1,000 or more RIMS chapters encouraging their
fit issues. ary 1979 He also had been presi- • Donor, which is open to any contributions

For those Interested in risk management information systems, the dent of RIMS in 1977-1978 and was for-profit organzation contributing
track includes: a session on data processing centers and personal instrumental in forming the stu- $2,500 to $5,000 The matching funds will be an
computers, covering the exposures, problems and solutions and two dent involvement program at the • Sponsor, which is open to any incentive for the chapters to con-
miniseminars one on personal computers as a new tool for the risk an nual RIMS meeting, which for-profit organization contributing tribute to the foundation, Mr New-
manager and one on selecting computer hardware and software. allows students to attend the con- $5,000 or more ton hopes

The international risk management track includes a session on ference • Friend, which is open to any Supporters of the reception will
international barriers to trade and how they affect the risk manager individual contribution of $100 or be honored at the event and during
and three miniseminars one on how a multinational can create a In memory of Mr Spencer, more the week-long conference, noted
world network for employee benefits, one on global risk manage- members of the Atlanta Chapter of The contributions are tax deduct- Mr Judd

ment programs and one on emerging international risks RIMS decided to establish a foun- 1ble A brochure and a banner to be

The introduction to risk management track includes a new special dation to develop and promote RIMS chapters contributing to displayed at the reception will list
section for new risk managers that will meet all day on Monday The scholarships for students around the reception may designate that supporters All employers of sup-
morning will include discussions on the latest in products and serv- the country scholarships awarded from the in- porting organizations will be iden-
ices, safety-incentive loss-prevention programs and the tenets of risk The foundation has awarded 16 come on their contributions be tified at the reception Supporters
finance to risk control In the afternoon, a panel of winners of the scholarships of $750 each since the granted in a specific geographic will also be listed in the conference
Bus:ness Insurance Risk Manager of the Year award will discuss first awards were made m 1980 At area program and companies will re-
their programs and answer questions least six $750 scholarships will be In addition, whatever interest in- ceive a plague in recognition In

awarded to students in 1984 and come is generated on the contribu- addition, RIMS will issue press re-
In addition, those following the introduction to risk management announced at the annual RIMS tion from a RIMS chapter will be leases about donations

track are advised to attend a session on professional relationship conference matched by the Spencer Founda- For futher Information on the

development and any of the following eight miniseminars on. how The scholarships are for either tion for five years, up to a maxi- fund-raising reception, contact Mr
to organize risk management in your company, the basics for risk undergraduate or graduate work in mum of $500 Judd at 212-286-9292 or Mr New-

managers, an introduction to boiler and machinery insurance, meet- the field of risk management or in- Therefore, a chapter can double ton, president of the Robert S
ing the risk management challenge in the future, bonding and risk surance the amount of interest for a schol- Spencer Memorial Foundation, at
management, an introduction to the techniques of loss control, the Currently, the foundation has arship for five years 404-658-9000 .

state of the art in property insurance coverages, structures and pre-
mium trends, and an introduction to transportation risks.

In addition to the sessions designated to be of special interest to
those interested in one or more of these three tracks, the RIMS con- Changes could delay MGM decision
ference includes Industry sessions on Monday and Tuesday, a gen-
eral session on Wednesday morning, two split sessions Wednesday Continued from page 2 Steve Morris, the lead attorney for (Mr) Cozen did anything improper
afternoon and 60 miniseminars on Monday, Tuesday and Thursday. property coverage trial when he MGM who is unrelated to George And after reading the order, I don't

Forty-one industry sessions, in which risk managers in similar offered INA his services Morris "That cannot be conveyed have a different opinion "
industries can gather to discuss their common concerns, are cur- In his order, Judge Claiborne to replacement counsel " MGM had asked that Mr Zelle's

rently scheduled-some for all day Monday and Tuesday, others for says Mr Cozen's contacos with Mr Attorneys for American Protec- firm be disqualified along with
either Monday or Tuesday Morris and his attorney were tion Insurance Co, the Kemper INA's counsel, but the Judge disa-

At the general session for all registrants on Wednesday morning, "directly responsible for the defec- Corp affiliate that wrote a $125 greed, saying the Robins, Zelle,
two working parties organized by RIMS will discuss and debate their tion of the witness Morris from million policy excess of $50 million Larson & Kaplan had no improper
findings One working party will discuss the emerging impact of the MGM and MGM has lost the serv- for MGM and has Joined INA in the contacts with George Morris
public accounting sector on professional risk management. The ices of an 1ndispensible witness and property insurance litigation, ex- Mr Zelle said he expected the
other will discuss how much regulation is needed for self-insurers adviser pressed surprise at the judge's rapid-fire developments in the case

On Wednesday afternoon, one of the two split sessions-in addi- "Because Mr Cozen's conduct order would probably delay start of a
tion to the designated track sessions-will describe combining em- was not willful, dishonest or cor- "I was definitely surprised," said trial "I have never been in this po-
ployee benefits and workers compensation delivery systems; the rupt, the court will impose no sane- Lawrence Zelle, a partner in the sition before-the Judge being in-
other will deal with workplace and environmental hazards. tions other than disqualification, Minneapolis firm of Robbins, Zelle, dicted and the lead counsel disqua-

The 60 additional miniseminars cover a myriad of risk manage- feeling that disqualification is a Larson & Kaplan "I don't think lifted," he noted .

ment and employee benefit issues. Among the risk management most heavy penalty to pay for what
issues to be covered in miniseminars are professional development; I consider was merely an error of Covering Santa poses no big risksfees vs commissions for brokers' services, unbundling of services Judgment on his part." the opinion

Some of the employee benefit issues to be covered in miniseminars adds Continued from page 2 Rich Studios spokesman wouldn't
are various aspects of the rising costs of health care in employer- The judge's order also bars Mr underwriting for the amount of comment on what company writes
sponsored child care programs, flexible benefits, communicating Cozen and his firm from communi- money involved But then, who its insurance
benefits, group auto plans; employer colations, and tax issues eating any information obtained would sue the Jolly old elf" To be on the safe side, however,

For an advance program and registration information for the from Mr Morris Several contractors across the operations like Rich Studios and
RIMS conference, contact Risk & Insurance Management Society, In a written statement, Mr nation specialize in placing Santa- Ms Pugha's give Santa hours of
205 E 42nd St, New York, N Y. 10017, 212-286-9292, Attn. Confer- Cozen called Judge Claiborne's dis- or his look-alikes-in malls around training about how to treat chil-
ence Department qualification order "unsupported the country Santa usually is ac- dren and tips on such things as

by citation of legal precedent and companied by several elves toting makeup, personal appearance,
by the established record " He photographic equipment, so they avoidance of alcohol and the like
noted Mr Morris was not an MGM can sell pictures to the parents of "You're always worried about
employee when he met with the the children he hoists onto his lap Santa because he represents the

insurance services guide INA lawyer, that no agreement for The contractors say they are able (shopping) center and he's gotta be
services was ever reached and that to cover Santa Claus as an em- good," says Carolyn R Kennedy,
Mr Morris himself denied ever ployee under their general hability marketing director for the Worces-
having been Induced by Mr Cozen as well as their workers compensa- ter Center Galleria in Worcester,
to defect tion policies Mass, a shopping mall operated by

Benefits News Analysis Mr Cozen also says the court's Worcester Center Associates Inc

The magazine for benefits managers order cites no specific violation of For example, liability risks ans- "Santa's Job is tough," she says
Analysis of corporate benefit practices the lawyer's Code of Professonal ing from the Santas who work for At one time, Ms Kennedy hired
Flexible Benefits Cost Containment Responsibility, which he says is re- Nora K Puglia of Springfield, Ill, Santa herself and arranged cover-
Savings/401 (k) Communication quired for disqualification are covered by The Cincinnati In- age through a local insurance agent

• Fire Protection Engineering Systems/Admin International Attorneys for MGM said they surance Co of Springdale, Ohio, and a specialty lines underwriter•Sprinkler System Design
• Underwriting Reports

Free copy-203/393-2272
Box 4033 New Haven, CT 06525 didn't know whether the removal under a general liability policy for More recently, though, she says she

• Fire and Security Alarm System Design of INA's counsel would affect ltS her Perfect Impressions Santa busi- has hired Santas through a contrac-
• Building and Fire Code Consultation

• OSHA-Silet¥ Engineering case one way or the other, but ness The Cincinnati policy in- tor
Schi,me, ATWOOD & CO. added that it would provide more cludes coverage for contractors lia- Although Santa can be covered

SCHIRMER ENGINEERING CORPORATION
Consulting Actuaries time to compensate for the loss of bility, including broad-form prop- for most risks, there is one type of

107 lake Cook Road Oeerheld li 60015 · 312 212 8340
Claim Reviews Mr Morris' services erty damage and personal injury coverage that even Santa may not

Reinsurance and Reserve Analysis MGM said that-with one excep- "We haven't had any kind of be able to procure, says Gainsco's
for Captives and Self insurers tion-the order does not prevent problem," she says Mr Johnson professional liability

5000 Ambrose Ave Mr Cozen or his law firm from Rich Studios Inc of Worcester, Insurance
Los Angeles, CA 90027

(213) 661-9260 briefing a replacement law firm on Mass, which delivers Santa to at What happens, he asks, if Santa
MGM's post-fire reconstruction least 200 locations each Christmas promises a child something that
costs, which are part of MGM's season, says it has to provide evi- doesn't show up under the tree on

For advertising information in the INSURANCE SERVICES GUIDE $211 million insurance claim dence of insurance to numerous Dec 259

Contact Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611 "Certainly what Mr Cozen merchants It must purchase both "Santa does not make promises
Telephone (312) 649-5340 knows from George Morris cannot standard liability and workers he cannot keep," says Ms Pugha,

be passed along to anyone," said compensation coverage, though a with a twinkle in her eye .
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FM insurers to abolish premium deposit
Continued from page l research and ltS first alteration of the pro- "People were more concerned about inter- ist at Hanna Mining Co in Cleveland, an FMevery expectation that it Will be well-re- gram in 1981 est rates and investment income a few years policyholderceived by risk managers, both those who are "The feedback we picked up from our ago than they are now When we compete "However, it doesn't seem that it will be
policyholders now and those interested in market research was overwhelmingly nega- with FM companies, we win some and we necessary to go through the trouble of can-coverage tive on the deposit premium plan," explains lose some I don't expect that to change," he celing and renewing coverage immediately

"We hope it will build volume," adds Mi- W Glenn Yancey, senior vp of marketing at says "They have been revising their plan for as companies did the last time FM introduced
chael Mcintyre, vp of marketing for Allen- Arkwright-Boston "In fact, the single biggest several years and this is Just the latest step " a change in their payment plan "dale "Anyone who buys property insurance issue concerning our policyholders seemed to FM insurers' rates, however, could in- Hanna Mining renews most of ltS highlyshould be happy about the change, but the be the deposit premium " crease as a result of the change, Mr Williams protected risk coverage on June 1, Msmarketplace itself will tell us whether the In 1981, the FM system announced ltS first suggests McClosky addsterms and the cost of the insurance will fi- change in the plan, an optional program by "FM insurers were practically the origina- Spencer Traver, assistant treasurer at Thenally be acceptable " which buyers could pay a deposit premium m tors of cash-flow underwriting," he says BFGoodrich Co in Akron, Ohio, also an FM

The former premium deposit system, in- annual installments rather than one lump "Their premium deposit plan has always policyholder, had not received details of the
dustry sources say, had become a dinosaur sum However, the annual premium deposit taken into consideration the investment ad- change, but he said he thought the new plan
and simply unacceptable to modern finance- was absorbed faster, usually at a rate which vantages of having a lot of cash on deposit was a positive step
minded risk managers who recognized how a totaled 68% at the end of the three years from policyholders and their rates were "It's the first notion we have had that the

I long-term deposit premium robbed a buyer Taking into account a 15% annual return based on that advantage FM System is ready to come into the 1980sof significant investment returns and posed on investment, however, the optional annual "But they play by the same financial rules It's a major step forward," Mr Travel
awkward bookkeeping problems under con- deposit premium option offered policyhold- as we do If they don't earn as much invest- explains
temporary accounting standards ers significant savings-more than $20,000 ment income as they used to, they will have FM insurers, he believes, have consistently

Instituted in 1835 by Zachariah Allen, who for a $300,000 deposit premium over a three- to deal with their money needs And that lagged behind the times in corporate posi-
founded Allendale, the premium deposit plan year period (BI, June 22, 1981) could mean higher rates " Officials at FM tioning and have made changes only when
demanded that a buyer pay about five times Though FM executives say the optional companies, however, say they foresee no they had to compete
its annual premium in advance to provide plan was an improvement adopted quickly changes in business procedures "The new plan seems similar to a systemcapital for the mutual insurer by most policyholders, it still did not satisfy At Kemper Group in Long Grove, Ill , FM applied in the late 1960s when they were

The deposit premium, paid in a lump sum investment-minded risk managers who which underwrites highly protected risk in- making an attempt at marketing in Europe I
for a three-year policy term, was then ab- balked at any long-term deposit surance through its American Protection In- guess they needed it Just to try to competesorbed by the insurer at a rate of slightly less "Allendale held focus group meetings of surance Co subsidiary, HPR underwriting over there and that realization was the be-
than 20% a i ear, usually totaling 56% by the policyholders at the end of last year and manager Robert Smialek found the new FM ginning of the end for the large premium de-
end of the three-year period early this year," noted Mr Mcintyre "And it plan to be old news posit," he says

At the end of the three years, the remain- became clear to us that buyers were still con- FM insurers have been cutting special The change, however, probably won'ting 44% of premium could be applied to the cerned about the deposit premium " deals similar to the new plan ever since prop- upset the highly protected risk competitionrenewal deposit premium or returned to a Moreover, risk managers still complained erty insurance rate competition reached its much, Mr Traver notes FM insurers still lagpolicyholder leaving the system about the rigidity of the payment structure peak late last year, he says behind other insurers in their unwillingnessWhen interest rates were low, the interest and the difficulty in accounting for the way "There won't be any real change in the to unbundle services to corporations that are
lost by not ir.vesting that cash was negligible in which premium was absorbed and the pre- competition The mutuals have always of- not purchasing coverage
But as interests rates increased, so did policy- mium dividend returned fered special payment plans and financing "Unbundled services is the real growthholder complaints about losing a significant These problems will be eliminated under deals on selected new business and on renew- area of the future for insurance companiescash-flow advantage the new plan, which allows for a uniform ing prestige accounts Now they are Just mak- and that's a lesson the FM insurers have yet

"It's one thing to put up a lot of money method of earning premium, notes Bill Han- ing it standard policy " to learn," he says
when interest rates hold at 4%," remarks sen, vp-marketing for Protection Mutual Although some insurance brokers suggest
Lorne Palmason, managing director of insur- This should greatly simplify the customer's that stock property insurers may respond to

British Issuesance brokerage Marsh & MeLennan Inc accounting and record keeping, he says the new premium plan with increased rate
1 Week"But it became quite another issue when the Mr Hansen also emphasizes that Protee- competition, Mr Smialek doubts rates can 13 Dec Pnce P/E Div. Yield High-Lowprime rate hit 20% at the peak of the re- tion Mutual (as will the other FM insurers) fall much further

Companies pence pence % pence pencecession Even though the prime rate has will make available several payment options American Protection's own payment Commt Union 187 31 2 1686 90 187-182dropped significantly, risk managers still under the new plan, which he feels will schedule is already variable with premium Eagle Star 715 217 2786. 39 715--697

. care about having the cash available to m- make the underwriter even more competi- financing available, he adds Gent Accldent 445 13 1 26 43 5 9 445-440
vest " tive Industrial Risk Insurers, the Hartford- Gdn Royal Exch 515 136 3071 6.0 515-510

Sensing the buyer sentiment against the The plan, he says, has already attracted based consortium of property insurers that is Phoenix 383 167 2600 68 380-378

Royal 523 134 3928 7 5 527-520deposit premium plan, stock insurance com- substantial Interest from brokers and consul- the FM System's major competitor, had no
Sun Alliance 1463 16 8 78 57 5 4 1463-1413panies that began underwriting highly pro- tants comment on the change, pending an analysis

tected risk insurance in the late 19705 began The FM System's competitors, however, of the new plan Brokersto take advantage of the controversy and had httle to say about the new premium pay- Corporate buyers whose property coverage CE Heath 332 8.3 2286 69 333-320promote the fact that they did not require a ment plan and those that are aware of the has not yet come up for renewal were gen- Hogg Robinson 130 100 943 73 132-129
deposit premium change anticipate little change in overall erally unaware of the new FM terms, but had JH Mmet 139 107 757 54 139-136

Commerce & Industry Insurance Co, part competition heard that a change was coming Sedg Grp 244 122 1143 47 244-227

Stenhouse Hidg 131 126 943 63 137-131of American International Group Inc, began Dick Williams, president of Commerce & "We haven't seen the new terms yet, but
Stew Wfightson 280 9 3 22 57 81 280-263a marketing program targeting dissatisfied Industry Insurance, doesn't expect much we hear they should make accounting eas-
Willis Faber 660 138 3000 45 660-645FM policyholders (BI, Sept 8, 1980) more competition because of the premium ier," remarks Karen McClosky, administra-
Source Phitip Olsen/Alan Cliflon. Insurance IndustryThe FM insurers responded with market change tive assistant and property insurance special-

Specialists Kitot & Attken Stockbrokers.
London

Bl Industry Stock Report / 81 Insurae Index
1
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305Aetna Life & Cas Co NYSE 36 50 -1 0 58 264 72 37 00 36 38 1,999 9 Travelers Corp NYSE 32.25 04 81 180 56 32.50 32.13 730 6American Bankers Ins Group OTC 1413 27 114 050 35 14.13 13.75 55 1 United Fire & Cas Co OTC 3210 00 114 088 28 32.00 32.00 03 300
American Gen Ins Co NYSE 24 13 -49 83 080 33 25 63 23 1,5769

205American Indty F nl Corp OTC 21.63 19 3 11 6 1.12 5 2 21.63 19.00 31 3 United States Fid & Gty Co NYSE 5810 -1 1 10 2 3 84 6 6 59.00 58 00 92 0American Intl Group Inc OTC 64 25 -3 7 10 8 0 44 0 7 67 50 64 25 1,156 7 United Svcs Life Ins Co OTC 2338 -26 69 100 43 24.13 23.38 30 8 290
Uslife Corp NYSE 2788 -4 3 80 096 34 28.63 27.63 127 0American Natl InE Co OTC 2175 -74 79 096 44 23 63* 21.75 191 0 205Washington Natl torp NYSE 23.50 2 2 11 2 1.08 4 6 24.75 22.88 134 0American Sts Life Ins Co OTC 4900 -1 0 134 0 88 1 8 49.50 49.00 23
Zenith Natl Ins Corp OTC 1425 -95 100 060 42 15.75 14.25 44 3 200

Aneco Reins Ltd OTC 3.63 3 6 25 9 0.00 0 0 3.63 3 50 14 3

275Avemco Corp AMEX 20.25 -1 2 12 5 0.58 2 9 20.63 20.13 23
INSURANCE COMPANIES AVERAGE 10 1 38Banks Iowa Inc OTC 47.50 0 0 15 3 1.52 32 47.50 47.50 06

270
Agents Brokers

Bitco Corp OTC 1725 -14 00 1 33 7 7 17.50 17.25 18 7 265
Carolina Cas Ins Co OTC 675 00 00 020 30 6.75 6.75 15 Alexander & Alexander Svcs NYSE 20.50 51 00 100 49 20.50 20.00 487 4 S
Chubb Corp OTC 6825 -07 89 312 46 70 50* 68.25 609 8 Baldwin & lyons Inc OTC 3750 00 15 6 080 21 37.50 37.50 04

260 -
Combined Intl Corp NYSE 38.75 -1 3 11 5 2.00 5 2 39.25 38.50 205 0 Corroon & Black Corp NYSE 24 00 -7 2 15 1 1 00 4 2 24.25 23.38 72 1 UUJ5*11---

Continental Corp NYSE 27.25 -22 Z68 260 95 28.13 27.25 539 9 Crump E H Cos Inc OTC 10 25 2 5 140 040 39 10.25 10.00 47 7
250Emett & Chandler Cos Inc OTC 11.88 5 6 32 1 0.00 0 0 11 88* 11.25 49

Crawford & Co OTC 1450 00 *0 7 060 41 14.50 14.50 10 7 215 UCrown Life Ins Co OTC 119 63 00 78 320 27 119.63 119.63 0 0 Hall Frank 8 & Co Inc NYSE 24.88 -4 3 22 6 0.00 0 0 26.38 24.88 592 4 210 E5Employers Cas Co OTC 3175 -16 71 120 38 32.25 31.75 5 1 Integrated Res Inc AMEx 28.25 -0 9 91 000 00 30.13 27 50* 296 9 *5
Equifax Inc NYSE 2900 -13 21 160 55 29.00 28.75 17 4 Marsh & Mclennan Cos Inc NYSE 46 50 00 136 220 4 7 46.50 45.75 117 0 235_

$§

0*60 40,04 *.»54%*t * -034*$0 0Excelsior Ins Co OTC 2150 00 81 000 00 21.50 21 50 31 Poe & Assoc Inc OTC 550 -43 00 000 00 5.75 5 50* 12

Reed Stenhouse Cos Ltd OTC 12.00 -5 9 14 6 0.60 5 0 12.63 11 88* 117 2
Farmers Group Inc OTC 4025 -69 99 136 34 42.63 40.25 99 8
Foremost Corp Amer OTC 2800 00 85 088 31 28.25 28.00 84 G AGENTS/BROKERS AVERAGE 17 1 27 1
Fremont Gen Corp OTC 1588 -08 00 048 30 16 50 15 88 1,253 3
Great West Life Assurn Co OTC 264 50 -11 8 95 11 00 42 300.00 264.50 00 Conglomerates Holding Cos Insurance industry stocks posted their first de-Hanover Ins Co OTC 5250 -50 67 088 17 55.00 52.50 18 9

cline in four weeks as the Business /nsuranceAmerican Express(Fireman's Fd) NYSE 28 SO -14 9 83 128 45 33 75 28 50* 7,901 5Hartford Steam Boiler Insptn OTC 55.50 0 0 10 8 3.00 5 4 55.50 55.50 3 9 Anderson Clayton<Ranger/PanAm) NYSE 28 75 2 7 13 4 1.32 29.00Jefferson Natl L fe Ins Co OTC 42 50 0 0 14 3 0 76 1 8 42.50 42.50 24
Armco Inc NYSE 19.75 -1 3

46 27.75 49 0 stock index dropped 2.9 points in the five-day
Kemper Corp OTC 3988 -03 86 1.80 4 5 40.13 39.88 127 4 0 0 0.40 2 0 20 00 19.50 329 2 trading period ending Dec. 13, to 268.5 fromBaldwin Utd Corp NYSE 253 00 00 000 00 2.75 2.63 480 4Lincoln Natl Corp Ind NYSE 65 38 -1 9 94 336 51 66 50 65 13 166 7 CIGNA Corp NYSE 4538 -03 78 248 55 4575 4525 7848 271.4. Twelve issues were up, 17 issues wereMission Ins Group Inc NYSE 24.88 -1 5 01 100 4 0 25.00 24 88* 112 7

unchanged and 35 posted declines. The largestCity Investing Co (Home Ins ) NYSE 38 75 2 0 11 4 1 80 4 6 40 25* 38 63 1,682 7Nationwide Corp Ohlo OTC 41 75 00 :53 0 70 1 7 0.00 DID NOT TRADE
CNA Finl Corp (CNA) NYSE 21 38 06 70 000 00 21 SO 21 25 57 0 gains were posted by American Indemnity Fi-Northwestern Nat Life Ins OTC 3600 00 95 150 42 36.50 36.00

  Control Data (Comml Cred.) NYSE 44 75 -0 8 10 9 0 60 1 3 45 50 44 50 781 8 nancial Corp., 19.3%; Emett & Chandler Cos.Ohio Cas Corp OTC 4463 -65 83 252 56 47.75 44.63
General Re Corp NYSE 6650 0 4 14 1 1 28 1 9 68.88 66.25 685 1Old Rep Intl Cori

Orion Cap Corp

OTC

NYSE 27.50

32.88 0 8 0.90 27 33.13 32.88

27.50

85 6

0 0 13 2

73

0.76 28 27.63 17 6
Gulf Utd Corp NYSE 30 63 -3 5 94 132 43 32.25 30.63 447 4 Inc., 5.6%; Alexander & Alexander Services
ITT (Hartford Group) NYSE 44 38 0 3 10 0 2 76 6 2 45 50 44 38 1,275 9 Inc., 5.196; Aneco Reinsurance Ltd., 3.6%; andPreferred Risk L fe Ins Co OTC 2000 00 76 067 33 20.00 20.00 18
Optimum Hldg Corp OTC 500 00385 000 00 500 500 31 Tokto Marine & Fire Insurance Co., 3.4%. TheProvident Life & Acc Ins Co OTC 6500 00 80 260 40 65.00 65.00 24 2

St Paul Cos Inc OTC 5825-17 79 280 48 59.75 58.25 397 3 Sears Roebuck & Co (Allstate) NYSE 38 00 -5 9 11 0 1 52 4 0 39 38 38.00 2,897 6
Teledyne Inc (Argonaut) NYSE 161.75SAFECO Corp OTC 5663 -07 12 260 46 57.13 56.00 112 5 3 9 15 0 0.00 0 0 161.75 156.75 504 3 largest losses were reported by Great West Life
Transamerica CorpSri Corp OTC 1675 -29 73 068 41 17.25 16.75 93 8 Assurance Co., 11.8%; Zenith National Insur-(Occidental & Fred S James) NYSE 32.50 3 6 10 6 1.56 4 8 32 63* 31.88 612 4

Seibels Bruce Group Inc OTC 22 88 1 7 12 9 0.80 3 5 22.88 22.50 25 1 ance Corp., 9.5%; American National Insurance
Statesman Group -nc OTC 963 -25 84 015 16 9.88 9.63 52 4 CONGLOMERATES/HOLDING COS AVERAGE 16 0 27

Co., 7.4%; Corroon & Black Corp., 7.2%; andTokio Marine & Fire Ins Co OTC 11250 34 227 096 09 11350 111 00 14 4
Record high/low since Jan 1 1983 htrm {14·.11:n \lim.in Infi,rnhition kteni Farmers Group Inc., 6.9%. The B/index posted

a 1.1% drop for the period; the Dow Jones 30
industrials also posted a 1.1% drop.



Ray Drury,Vice President,Special
Markets Department, tells Benefit
Plan Managers howThe Hartford's
Starscan serves the interests of

employee and employer alike.

The Hartford introduces StarscanT

" Now you can get
alltheadvantages of

flexible benefits-
without the drawbacks."

MENU FOR BENEFIT PLAN MANAGERS

Pick-one-ormore:
0 Plan Design

0 Data Processing
E] Insurance
0 Health Care

Cost-Containment
Programs

0 Communications
Support

E] Administration
0 Consulting

Q. What advantages does the Starscan
approach have over traditional
group benefit plans?
A. Starscan provides the flex-
ibility needed to meet the
more complex and varied in-
surance needs of employees
today It gives employees an
important say in benefit pro-
grams by letting them select
which benefits they prefer !tft
among traditional coverages Q
such as life, medical, dental, 
disability, and pensions. But
the Starscan approach can also
incorporate emerging, non-
traditional coverage choices as
well. And it lets employees-
within limits-select levels of

coverage.
Other advantages include

more effective and efficient use

of employer contributions, the opportunity
to contain escalating benefit costs, greater
employee appreciation of benefits, reduced
pressure for across-the-board increases in
benefits, and a progressive employer image.

»- Not least, Starscan helps employers recruit
and retain employees.
Q. How does the Starscan flexible benefit
approach work?
A. In the way best suited to meet the needs
of you and your employees. For example,
existing benefits might be kept as they are, or

reduced to a standard core for all employees.
In either case, employees would be given
credits to purchase additional benefits to fit
their needs. Benefits beyond those the cred-
its would buy could be purchased through
payroll deductions.

01; set benefits might be offered with
different levels of coverage. By choosing a
higher level of one benetit and a lower level
ofanothex employees could match benefits
more closely to their needs.

Q. What support services does
The Hartford offer?

A. Working closely with your agent,
broker, consultant, or third party admin-
istratol; well provide whatever services
you require.

Depending on your needs, we offer
consulting services tor feasibility studies
and plan design, alternative data process-
ing servjces, complete communications
support. and a variety of health care cost-
containment programs. And, of course, we
can provide a full range of coverage and
funding options, along with pension and
actuarial expertise.
Q. What about cost?
A. Obviously. changing a traditional ben-
efit program to a tailored flexible plan
involves initital costs. But selecting only
those items you need trom the Starscan
menu can make those costs much lower

than you might expect. And the kind of
synergy involved in this approach has a
real impact on bottom-line results, and
can lead to significant cost savings over
traditional group benefit plans.
Q. How can I get a brochure describing
Starscan?

A. just write to Starscan, Special Markets
Departmem B, 8 Griffin Road North, Griffin
Office Centet; Windsot; CT 06095. /52
Or call David Washburn, Director . .....=..„.i"t....0.....1

of New Products, at (203) 683-8435.
N/il-/

Don't make a decision on employee benefits
until you talk to The Hartford.
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Let us protect your world. THE HARTFORD
The Hartford Insurance Group, Hartford, Connecticut 06115.
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