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Government may close loophole
in mental benefit parity law

WASHINGTON-Benefit lobbying groups
are warning that federal agencies are close to
recommending a regulation that would make it
harder for employers to be exempt from a men-
tal health care benefits parity law.

That law, which takes effect Jan. 1, makes it
illegal for an employer to offer a health care
plan that has lower annual and lifetime dollar
limits for mental disorders than for physical
ailments. Employers still can lirnit coverage for
mental disorders in other ways, such as
through higher copayment requirements.

See Updates on next page

J&H retirees charge fraud in sale
By DOUGLAS McLEOD

NEW YORK-Nine months af-

ter the $1.8 billion sale of Johnson
& Higgins to Marsh & MeLennan
Cos. Inc., a bitter fight is erupting
among former J&H directors over
how their shares of windfall prof-
its were allocated.

In what amounts to a coup de
grace to the famously clubby rela-
tions among top J&H managers,
nine retired directors charge in a
lawsuit that J&H's board of direc-

tors fraudulently manipulated the
broker's corporate structure to al-
low the sale of its restricted stock

to Marsh & McLennan.

The aim of the alleged manipu-

lation was to keep the lion's share
of the proceeds for themselves and
to block the retirees from having
any say in whether the sale should
have gone ahead at all, the suit
charges.

Named as defendants are for-

mer J&H Chairman David A.

Olsen, who the suit claims pocket-
ed about $63 million in the deal;
former Vice Chairman Richard A.

Nielsen, said to have received
about $55 million; and the re-

maining 22 J&H directors, said to
have received at least $36 million
each.

The retiree plaintiffs include
former J&H Chairman Robert V.

Hatcher Jr., former Vice Chair-

Lower benefit costs
may be at an end

1996 costs down 3.9%: Survey
By JERRY GEISEL

The days of stable health care
costs and declining overall ben-
efit expenses may be nearing an
end.

For the third consecutive

year, employers' average total
benefit costs declined in 1996,

according to a U.S. Chamber of
Commerce survey of just over
800 employers.

In 1996, total benefit costs
slipped to an average of
$14,086 per employee, down
3.9% from 1995. The last time

benefit costs were under the

$14,000 per employee level was
in 1992, when they averaged
$13,631 per employee.

Just as surging health care
costs were the chief culprit for
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soaring benefit expenses in the
late 1980s, the stability-and in
many cases a decline-in health
care costs are the major reason
that employers' total benefit
costs are dropping.

In 1996, employers' medical
plan costs declined to an aver-
age of $2,568 per employee,
down 3.8% from the year earli-
er.

With health care costs nearly
stable, employers' benefit costs
are continuing to fall.

But with health care premi-
ums rising in 1997 and 1998,
total benefit costs soon could

be marching upwards once
again.

The more favorable health

care cost trends of the past sev-
See Costs on page 28
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Meyer.

As a group, 45 J&H retirees split
$297 million in the sale, Securities

Retired directors of

Johnson & Higgins
claim in their lawsuit

that former J&H

Chairman David A.

Olsen pocketed about
$63 million in the deal,
while former Vice
Chairman Richard A.
Nielsen received

about $55 million.

and Exchange Commission filings
reported. The nine retiree plain-
tiffs received between $9 million

and $12 million each, according to
their lawyer, Michael L.

Hirschfeld of Milbank, Tweed,

Hadley & McCloy in New York.
"It is inherently wrongheaded

(to think) that if you happen to be
on the board of directors at the

time (of the sale), you have a dis-
proportionate share of the pro-
ceeds," Mr. Hirschfeld said. "It

was pretty darned overreaching
and greedy on the part of the peo-
ple who did it."

"What really aggravated them,"
Mr. Hirschfeld said of the retirees,
"is that the corporate machinery
was monkeyed with in order to do
it."

"It was probably a textbook
case of greed and betrayal," he as-

See Retirees on page 38

Employers likely to see
a boom in disability costs

By JOANNE WOJCIK

Now that the oldest baby
boomers are in their 50s, employ-
ers should brace for an explosion
in non-occupational disability
costs.

Non-occupational disabilities
usually are treated more conser-
vatively than those filed under the
workers compensation system. If
that conservative treatment de-

lays recovery, the result is higher
medical costs for employers and
longer lost work time, experts
point out.

While so-called integrated dis-

ability management has been
touted as the panacea for escalat-
ing disability costs, such pro-
grams will be worthless unless
they apply an aggressive return-
to-work strategy to all types of
disability, disability experts say.

"As this huge generation starts
rolling into old age, we're not go-
ing to be able to retire," observed
Richard K. Pimentel, senior part-
ner of Milt Wright & Associates
Inc., a Chatsworth, Calif.-based

organizational design, training
and development company.

Regular retirement at age 65
won't be possible for many baby

boomers, he says, because they are
part of the "sandwich genera-
tion," supporting their parents at
the same time they are paying ex-
penses for the children they post-
poned.

"Medical retirement," whether
in short stints or for the years re-
maining in a career, "will start
looking real good to them," he
predicts. "And they won't be fak-
ing it; they're going to get some-
thing."

Because a 60-year-old has lost
much of his or her "physiological
reserve," it takes longer to recov-

See Disability on page 39

Florida tort reformers optimistic
Lawmakers continue hearings on proposed reforms

By MICHAEL BRADFORD type of reform law passed in 1998, good opportunity, we certainly
after a bill fell short this year. are not confident. It's going to

TALLAHASSEE, Fla.-Tort re- "We feel better about it than we take a lot of work."

form efforts that were derailed in have in a long time," said E. The Florida House and Senate

Florida earlier this year are back James Brainerd, vp and general have been collecting testimony
on track and gathering steam. counsel for the Florida Assn. of from business groups, trial attor-

The Florida House and Senate Insurance Agents in Tallahassee. neys, insurance industry repre-
last week continued monthly "We think our chances are bet- sentatives, government officials
meetings that began in September ter than they have ever been," and others at the monthly hear-
to hear testimony from employers, agreed Jodi Chase, an attorney ings. The Senate has indicated it
plaintiffs lawyers and others. A with the firm Broad & Cassel and is particularly interested in hear-
final meeting is scheduled for ear- a lobbyist for Associated Indus- ing how the current civil justice
ly January, and reform legislation tries of Florida, a 7,000-member system may be dampening eco-
could be drafted in time for the business group based in Tallahas- nomic development in the state.
legislative session that begins see. Employers indicate that Flori-
March 3. But, she cautioned: "Passing da's tort system has kept them

Tort reform advocates say they tort reform is harder than any- bottled up.
have a good shot at seeing some thing else. While we feel this is a See Tort on page 34
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Benefit groups fear new rule
Continued from previous page

The law, however, exempts employers from equalizing dollar limits on
coverage for mental and physical problems if they can prove such an up-
grade would boost plan costs by at least 1%.

The Assn. of Private Pension & Welfare Plans, in a special alert to mem-
bers, says the Labor and Health and Human Services departments are
close to recommending the administration adopt a regulation that would
require employers to upgrade their plans and incur a cost increase of at
least 1% before they could obtain a waiver.

The APPWP says employers should get a prospective exemption for
three years if they can prove, such as through actuarial estimates, that
equalizing mental and physical benefits would boost costs at least 1%.

Any recommendation made by the Labor or HHS departments still
would have to be reviewed by the Office of Management and Budget and
ultimately the White House.

Benefit unit speculation arises
NEW YORK-Speculation surfaced last week over whether KPMG

Peat Marwick L.L.P.'s and Ernst & Young L.LP.'s employee benefit con-
sulting operations would be included as part of a merger of the giant ac-
counting firms.

Several sources said the two firms' benefit units are likely not to be in-
cluded as part of the merger of the two accounting giants announced in
October (BI, Oct. 20). KPMG's benefit unit instead is expected to acquire
another human resources and technology firm in an effort to build up its
existing outsourcing practice, the sources said. A spinoff of the benefit
consulting or outsourcing practice from the accounting firm is then like-
ly, they said.

Over the past couple weeks, "there have been some big-time meetings
to determine what they are going to do," said Donn Bleau, a principal
with Global Resources Group, a San Diego-based executive recruiting
firm that places employee benefit consulting professionals.

"There is a strong possibility that KPMG will pick up a different part-
ner for its human resources/employee benefit consulting practices," he
said. "The reason they are looking for a different partner is so they can
maximize their strength as a benefit consultant with the technology from
a different partner and together attempt to be a force in the outsourcing
business."

KPMG would not comment on any aspect of the merger pending final
approval, expected in the beginning of 1998.

New York eases up on Lloyd's
NEW YORK-New York's top insurance regulator last week an-

nounced plans to ease the major securitization requirement for the ap-
proximately 150 Lloyd's of London syndicates writing U.S. surplus lines
risks.

At the beginning of next year, these syndicates will be required to fund
theirgross liabilities at 50%, down from thecurrent 100% that isplaced
in one of several security funds. Those liabilities totaled slightly more
than $1.1 billion at the end of September.

However, Lloyd's also will be required to double its contribution to the
Lloyd's American Suiplus Lines Joint Asset Trust Fund to $200 million.

The department considers these "prudent steps," Insurance Superin-
tendent Neil D. Levin said in a statement, citing Lloyd's "increasing fi-
nancial strength" through its recovery program, centered in nrnoff rein-
surer Equitas Ltd. (BI, Oct. 13).

Peter Lane, managing director of Lloyd's America Ltd., agreed. "We
believe that this is a sensible change," he said.

Two years ago, Lloyd's financial problems prompted New York to in-
erease its oversight, including requiring substantial increases in U.S.-
based trust funds and syndicate-specific reporting (BI, May 5, 1995)

Mr. Levin said last week that other recent positive developments for
Lloyd's stem from the better tools that U.S. regulators have imposed to
track Lloyd's U.S. writings, including enhanced periodic financial re-
porting, actuarial opinions on a syndicate-by-syndicate basis and better
computer systems to keep track of the risks written and reinsured.

U.S. regulators also will have complete access to key financial claims-
paying and reinsurance recoverable records, following a pledge by
Lloyd's, Equitas and the U.K. Department of Trade and Industry in Lon-
don, he added.

New York regulators are beginning to level the playing field for
Lloyd's with its alien competitors, which are required to post 30% of
their gross liabilities, Mr. Levin said.

The New York department, which plans to adopt the changes admin-
istratively, typically oversees Lloyd's U.S. operations because the mar-
ket's security funds are located in New York City.

The National Assn. of Insurance Commissioners, which meets this
week in Seattle, is expected to approve the changes, according to spokes-
men for the Insurance Department and the NAIC Surplus Lines Task
Force.

Review of stop-loss law sought
WASH[NGTON-Maryland insurance regulators have asked the U.S.

Supreme Court to review whether federallaw pre-empts a Maryland law
See Updates on page 38

Errors & omissions

• A story on page 15 incorrectly states that Coopers & Lybrand
L.L.P. acquired Price Waterhouse L.L.P. and that KPMG Peat Mar-
wick L.L.P. acquired Ernst & Young L.L.P. In both cases, the ac-
counting giants are merging. Also, the Coopers & Lybrand/Price Wa-
terhouse merger was announced in September (BI, Sept. 22), not July.

• Due to an editing error, a Dec. 1 Insider Trading item misspelled
the name of American International Group Inc. director Barber B.
Conable.

Same-sex harassment on trial
Supreme Court to rule on whether claim violates bias law
By MARK A. HOFMANN --

WASHINGTON-Employer
groups hope that the Supreme
Court will use a same-sex sexual

harassment case to spell out just
how far their liability extends un-
der federal sex discrimination
laws.

The federal government, howev-
er, would like the Supreme Court
to use that case, Joseph Oncale us.
Sundowner Offshore Services

Inc., to expand the actions pro-
hibited by Title VII of the Civil
Rights Act of 1964 to include

same-sex sexual harassment.

The Equal Employment Oppor-
tunity Commission has long taken
the position that Title VII does in-
deed allow recourse for same-sex
sexual harassment.

But the justices didn't seem
wholly persuaded by the argu-
ments offered by either side in the
matter, as lawyers argued the On-
cale case before the high court last
week. In fact, every justice accept
Justice Clarence Thomas-whose

1991 confirmation hearings
burned with charges that he had
sexually harassed a female associ-

ate had something to ask of the
opposing sides and often asked it
with apparent sarcasm. At the
core of many of the justices' ques-
tions was whether same-sex sexu-

al harassment in and of itself con-

stitutes gender discrimination
covered by Title VII of the 1964
civil rights law.

Although no major national em-
ployer group filed a brief in the
case, businesses are following the
matter closely.

"It's one we're keeping an eye
on. It basically will continue to

See Harass on page 30

Greenberg laments trade talks
By GAVIN SOUTER

NEW YORK-If financial ser-

vices are included in the World
Trade Organization's latest
agreement later this week, insur-
ers will be in a much more secure

position as they expand into in-
ternational markets, an insurer
executive says.

But if talks on including finan-
cial services as a permanent fea-
ture of the General Agreement on
Tariffs and Trade fail-as seems

the more likely outcome-inter-
national insurers will remain ex-

posed to

of protec-
the whims

tive gov-
7 .*-P.:i ernments,
'V ,

contends

Maurice R.

-- Green-
berg,

 1 -4 chairman
I . i and chief

Mr. Greenberg executive

officer of

New York-based American In-

ternational Group Inc.
If that occurs, this week's WTO

talks will represent a third
missed opportunity to improve
the climate for insurance and fi-

nancial services companies in-
volved in international trade, ac-
cording to Mr. Greenberg.

The other setbacks were con-

gressional failure to grant Presi-
dent Clinton fast track negotiat-
ing powers on trade issues and a
rejection by Congress of U.S.
contributions to the Internation-

al Monetary Fund to create an
emergency credit fund, he said.

Outside of the specific trade-
See Trade on page 28

Mixed effort by Florida employers
to promote managed comp: Study

By MEG FLETCHER

Florida employers' efforts to ed-
ucate workers about :he state's

requirements to use managed care
for workers compensation injuries
are haphazard, a study shows,

"The most striking result of this
study is that the required employ-
ee educational component of the
managed care arrangement for
workers compensation has not

been uniformly or consistently
implemented at the employer lev-
el in Florida," according to the
study, which was released late
last rnonth.

The recent study is the second of
five planned by the state's Divi-
sion of Workers Compensation.

By not striving to educate work-
ers, employers may be missing a
key opportunity to build a rela-
tionship with workers that will

encourage them, if they become
injured, to return to work as soon
as possible and not hire attorneys,
said Catherine Johnson, president
of HJH Group Inc. HJH and Rev-
eley Resources Inc., both of Tam-
pa, Fla., are two consulting firms
that are helping researchers from
the University of South Florida in
Tampa to conduct the studies.

At the beginning of this year,
See Florida on page 30

Reinsurers remain competitive
Drive for top-line growth, absence of cats mark period
By JUDY GREENWALD

Intense competition continues to
keep reinsurance rates down, but
unexpectedly low catastrophe
losses boosted reinsurers' results

for the first nine months of the

year.

"It's very competitive both in
the primary business and the rein-
surance business," said Ka j
Ahlmann, chairman, president
and CEO of Overland Park, Kan.-

based Employers Reinsurance

Inside

Corp "As

far as the

outlook is

RESULTS concerned, I
don't see

that chang-

9 Months ing in the
near fu-

i ture."

"It's more

of the same, really," agreed Bard
E. Bunaes, chairman and CEO of
Constitution Reinsurance Corp. in
New York. Prices are continuing

• Managed care providers should find ways to tighten their
own belts before putting the squeeze on employers in the
form of rate increases, this week's editorial says. PAGE 8

• No hardening of the contingency market is expected in
the wake of a dance tour cancellation. PAGE 31

• Captive insurer operations for medical providers are
changing in light of new exposures in the health care in-
dustry, attendees learn at the 7th World Captive and Al-
ternative Risk Financing Forum. PAGE 35
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to drop, "and the emphasis seems
to be on top-line growth among
everybody."

"Hard markets are the excep-
tion; soft markets are the rule,"
said Dennis Zettervall, chief exec-
utive officer of Hartford Re Co. in

Hartford, Conn. "What we have
today is the rule, and it'11 probably
be with us for some time tocome,
so we might as well get used to it.

"There's a saying that the best
armies are the battle-hardened

See Results on page 37

Directory of employee benefit consultants ...............16

Global Briek ..31

Insurance Services Guide 1

International 11
Letters 8

Opinions
Ticker...

Business /nsurance (ISSN 0007-6864) Vol. 31, No. 50, is published weekly
by Crain Communications Inc., 740 N. Rush St. Chicago, ill. 60611-2590.
Periodicals postage is paid at Chicago and at additional mailing offices.
POSTMASTER: Send address changes to Business /nsurance, Circulation
Department, 965 E. Jefferson Ave., Detroit, Mich. 48207. $4 a copy and $87
a year in U.S. $.105 in Canada and Mexico (includes GST). All other coun-
tries $205 a year (includes expedited air delivery). Canadian Post Inter-
national Publications Mail Product (Canadian Distribution) Sales Agreement
No. 0293512, GST No. 136760444. Printed in US.A Copyright 1997 by
Crain Communications Inc.



Spotlight report
Buszness Insurance, December 8, 1997 / 3

S*El»*e Benefit Marketplace
World's largest employee benefit consultants

Ranked by worldwide benefit consulting revenues 1997 figures are estimates

Gross revenues 1997

benefit consulting' Gross revenues

-
(in millions) Offices total operations

Name 1997 1996 % change U.S./total (in millions)

+
William M Mercer Cos Inc $951 $790 204% 40/105 $1,360

S <I , '
Towers Perrin 695 631 101 36/68 1,042

Hewitt Associates LLC2 624 488 27 9 29Ro 709

Watson Wyatt Worldwide3 571 537 6.4 37/92 672

/ Coopers & Lybrand LL P -The 505 363 39 1 24/92 630

Kwasha Lipton Group

Aon Consulting 470 218 156 64/126 545

Sedgwick Noble Lowndes 317 282 124 37/85 373

Buck Consultants Inc 302 239 26 4 30/62 304

Deloitte & Touche 154 129 194 50/88 439

L L P/Employee Benefit Group
Arthur Andersen L L P-Human 118 85 38.8 30/77 237

Capital Services

Total $4,707 $3,762 25.1 329/763 $6,311
1 Excludes revenues from claims administration, compensation consulting, insurance commissions where no consulting ts involved and other non-benefit
consulting 2 Fiscal year ends Sept 30 3 Fiscal year ends June 30
Source 8/ survey
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Employers face risi\ Benefit consultant mergers
health care rates # fueling hefty revenue growth

By JERRY GEISEL and, in some cases, lower rates for Firmssee strong demand for outsourcing, benefit consultingand JUDY GREENWALD employers
In 1998, HMO rate hikes will By ROBERT KAZEL consultants, according to Busz- tant worldwide in 1996 with rev-

E
mployers in 1998 again be in the 2% to 6% range, ness Insurance's 1997 ranking, enues of $255 million (BI, March

can count on rate in- with HMO executives and others Il/*I or J.any employee increased their gross revenues 17)
creases from health expecting most rate hikes to fall I benefit consulting from benefit consulting by Trailing at a distance in sec-

maintenance organi- in the 3% to 5% range firms, 1997 will be 25 1% this year, sharply up from ond place was New York-based
zations Even though HMO rates are 1+\marked as a year of an increase of 13 2% for last Towers Perrin, with 1997 esti-

HMOs say they climbing, the increases will be soul-searching and '' year's Top 10 mated gross revenues of $695
need to make up for low rates of- much less than for other types of chfnge New York-based William M million and a 10 1% growth rate
fered in their drive for market health care plans Several consultants lost their Me?cer Cos Inc retains its long- Ranking by U S benefit con-
share and that medical costs have Insurers and benefit consultants Independence, either because"of standing position as the world's sulting revenues alone, Lin-
risen Some also face pressure to say that for traditional indemnity their own wish toieek a partneE largest tienefits consultant, with colnshire, Ill -based Hewitt As-
earn more for Wall Street, and plans, employers in 1998 can ex- for expansion orhdue to the »» estimated 11·eenues of $951 mil- sociates LLC for the first time
many providers are demanding pect rate increases of 8% to 15%, mergers of their parbnt compa- lion this year Much of that pulled into the lead Hewitt's
higher payments roughly in line with this year's nies 20'4% increas;tover 1996 rev- outsourcing business grew by

In 1997, employers typically rate increases Yet even in this climate, bene- enubsis due to achuisition more than 40%, though it also
were hit with HMO rate increases Preferred provider organization fit consultants in generil saw In March, Merhr's parent enjoyed double-digit revenue
of between 1 % and 6%, though rates are expected to rise 8% to strong revenue growth, 'with Marsh &*IcLennan Gs Inc ac- growth in all other benefit con-
the increases often were nearer to 12% m 1998 many firms reporting robust'de- quired Jdhnson & Higginf, the sulting operations With U S
the lower rather than the higher Rates for point-of-service plans mand for both consulting aAd parent of A iFoster Higgins & revenues of $600 million, Hewitt

end of the rate hike scale The generally will continue to be one outsourcing services  Co Inc Foster Higgins was the narrowly pushed aside Mercer,
1997 rate hikes brought an end to to two percentage points more The world's 10 largest benefits seventh-largest»benefits consul- » See Consultants on nert page
a three-year run of generally flat See Costs on page 12

Fighting to hold down benefit expense ' p0Employers adopt various strategies to keep costs in check
By JOANNE WOJCIK Although employers have en- has implemented for about 15 of / 11

Joyed four or five years of favor- his midsized employer clients is to

W
ith health care able health care cost trends, bene- try to spread risk more evenly
cost trends fit managers can't afford to fall across all the health plans they of-
pointing up- asleep at the wheel, experts warn fer so that savings produced by
ward once

"Benefit managers need to stay one type of plan-usually the
again, many on top of things," said Emily HMO-can be used to offset the
savvy employ- Twanmo, a director in the MED- higher costs of another-usually

ers are examining the latest STAT Group's national practice the indemnity plan
"treatment" options to keep their team based in Ann Arbor, Mich "We take the HMO and pull out

l
medical expenses in check She compared health care pur- the administrative costs, the mar-

Some employers are negotiating enasing by employers to a game of gin-everything but the claim
deals with health insurers to musical chairs costs," he explained "We do the
spread the risk more evenly across "If you're kind of walking same with the PPO, the indemnity
plan types so that managed care around not paying attention, you plan and the point-of-service
savings better offset Indemnity could be without a chair when the plan " , .4

plan costs music stops," she said "We settle on 'reasonable' fees

Other employers have begun And ]ust as employers differ, so, for administration, and then we Consolidations
outsourcing health benefit admin- too, will their solutions, said Alex agree on margins, giving the in-
istration to cut their overhead, Chernoff, manager of Chernoff surers as little profit as we can ne- shake consulting
while others also are using con- Diamond & Co, a consultant gotiate," Mr Chernoff continued
sultants to handle purchasing and based in Long Island, N Y "We then put the pieces back to- field.... Page 14
negotiations "To try to cubbyhole all the em- gether "

Still other employers are taking ployers into one solution just -So instead of trapping fairly Directory of
the risk away from capitated doesn't work," he said "We rec- large margins and potential sur- benefit consultingmanaged care providers by self- ognize there's no one answer for plus in the HMO, we're using it to
insunng their health maintenance all of our clients " offset higher claims, through low- firms. . . . Page 16
organization costs One solution that Mr Chernoff See Strategy on page 10
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 Top 10 U.S. benefit consultants
Based on U.S. benefit consulting revenues

1997 estimate

of consulting
s revenue

Name 4**f. (in millions)
i Hewitt Associates L.L.C: $600
r William M. Mercer Cos. Inc. 580

Towers Perrin 511

Watson Wyatt Worldwide2 359

Coopers & Lybrand L.L.R- 315

r The Kwasha Lipton Group
Aon Consulting 273

Buck Consultants Inc. 227

Deloitte & Touche/Employee Benefit Group 129

The Segal Co. 94
Sedgwick Noble Lowndes 73

Total $3,161

1 Fiscal year e,ds Sept. 30 2 Fiscal year ends June 30.
1 Source: 8/survey

GRAFHIC BY MIKE GARVEY

Consultants
Continued from previous page
with $580 million in estimated
1967 U.S. revenues. Hewitt came

in shird place in last year's U.S.
ranking, with 1996 revenues of
$464 million.

Growth has been substantial al-

most across the board for consult-

ing firms, with only one company
in the worldwide Top 10 reporting
less than a 10% gain and another

two reporting less than a 15%
gain.

Business Insurance ranks the

benefit consultants on gross rev-
enues generated by worldwide em-
ployee benefit consulting, defined
as providing advice on benefit is-
sues on a fee-for-service basis.

Providing outsourcing services for
benefits administration and record

keeping is also counted. Only rev-
enues from majority-owned con-
sulting affiliates are included.

Revenues from claims adminis-

tration, compensation consulting
and non-benefit related work are

not included.

Mergers

The merger and acquisition ac-
tivity among top benefit consult-
ing firms captured the industry's
attention beginning in January.

"It's by far the most rapid pace
of consolidation we've ever seen,"
said Paul Daoust, chief operating
officer of Bethesda, Md.-based
Watson Wyatt Worldwide. "I've
been in the business almost 28

years, and nowhere in that time
has there been anything like this."

The year had barely begun when
Buck Consultants Inc., the New
York-based firm ranked eighth on

mind

ormance

etum.

Kemper introduces the next step

beyond workers compensation

managed care that:

helps create a more

productive, dynamic work force,

achieves a new way of

preserving the vitality and

performance of your company

adds to your bottom line through

sales, quality, and customer
satisfaction

HealthyReturir workers comp.

Ask about it today. Call your agent
or broker. Call 1-800-CAVALRY. Or

visit http>*wwokemperinsurance.com

last year's Top 10 worldwide
chart, announced it was to be ac-
quired by Mellon Bank Corp. It
was the first time a financial ser-

viees organization had acquired a
Top 10 consulting firm. And, ac-
cording to Buck President and
Chief Executive Officer Joseph
LoCicero, Buck's long-sought-af-
ter financing for expansion of its
outsourcing services was now in
reach.

Two weeks after the announce-

ment by Buck and Mellon, Coop-
ers & Lybrand L.L.P. announced
that it was purchasing the far
smaller Fort Lee, N.J.-based
Kwasha Lipton L.L.C. (BI, Jan.
20).

Coopers & Lybrand's experi-
ence, size and breadth of services

were key factors behind the acqui-
sition, Kwasha Lipton officials
said.

"We wanted to go with a firm
that valued consulting expertise.
Coopers & Lybrand is committed
to its human resource advisory
business and in fact had a practice
that was twice the size of ours,"

said Robert Byrne Jr., managing
principal of the Coopers & Ly-
brand unit that is now known as

The Kwasha Lipton Group.
Kwasha Lipton was concerned

that because of its relatively small
size, very large clients, especially
those interested in outsourcing
their benefit programs, might not
choose it, even if, as Mr. Byrne
puts it, "they felt we were the most
qualified."

Although the company was one
of very few consulting firms with a
profitable outsourcing operation,
major potential clients were pass-
ing Kwasha Lipton up because
they questioned the firm's staying
power.

Coopers, with its breadth of of-
fices and practice areas, gave
Kwasha Lipton the opportunity to
attract and win clients that would
have been difficult on its own, Mr.
Byrne said.

And business wise, the acquisi-
tion has worked. Over the past
eight months "business has grown
by leaps and bounds," Mr. Byrne
said.

"All the accounting firms have
been trying to get into this busi-
ness for years, and the only one
that has made a dent was Coop-
ers," said Buck's Mr. LoCicero.
"Their move with Kwasha, on
their part, was brilliant. Kwasha
is a great firm that gives them a lot
more credibility."

In two other cases, major con-
sulting firms combined this year
when their owners, leading world-
wide brokerages, completed merg-
ers with other brokers.

Chicago-based Aon Corp.
bought Alexander & Alexander
Services Inc. and acquired The
Alexander Consulting Group Inc.
benefit consulting unit in a deal
completed in January. That move
increased Aon's gross revenues
from benefits consulting by more
than 115% by the end of this year.
"They just mesh together beauti-
fully," said Daniel T. Cox, chair-
man of Aon Consulting World-
wide. A&A brought its well-devel-
oped provider practice to the
table, while Aon brought its well-
known actuarial practice, Mr. Cox
said.

"All the offices are integrated,"
Mr. Cox said. "All the people are
in place. To say we were not dis-
tracted by a merger of this size
would be incorrect. We certainly
took some time to go through our
internal needs. But now, for the
last three months, the focus has
been very much to the outside, to
increasing our clientele."

See Consultants on page 6
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Consultants
Continued from page 4

Mal·sh & MeLennan Cos. Inc.'s pur-
chase of Johnson & Higgins resulted
in the marriage of M&M's Mercer
with Foster Higgins consultants.

After all this activity, virtually all
consultants interviewed said they
were not interested in their firms be-

coming a candidate for a corporate
merger in the near future, nor did they
want to acquire another consulting
firm themselves. The lone exception
was Mercer, whose executives said
they might be interested in acquiring
consulting firms outside of the United
States if the opportunity seemed
right.

Outsourcing

The outsourcing business took
another shift when Mercer :n-

nounced it would form an alliance

with Automatic Data Processing
Inc., a large Roseland, N.J.-based
processor of payroll data, and in
essence turn much of the respon-
sibility for outsourcing authority,
and its staff, over to ADP.

"We are fully committed (to
outsourcing)," said Vikesh Ma-
hendroo, president of William M.
Mercer Inc. in New York, Mercer's

U.S. operating company, "We just
don't think we should be the sole

provider of those solutions our-
selves."

The merger allowed MErcer to
mostly remove itself from the out-
soureing business after years of
difficulties in the field.

"Whether it truly makes us big-
ger, in a year or two the market-
place will tell us that," AIr. Ma-
hendroo said.

ADP, with more than $4 billion

in global revenues, had 600 out-
sourcing customers after the
merger. Both ADP and Mercer
said the future of outsourcing is
integrated processing of benefits,
human resources and payroll
data.

"The definition of outsourcing,
from our perspective, has moved
by quantum leaps since this time
last year," said Timothy J. Lynch,
chairman of William M. Mercer

Inc. The new alliance, called Ad-

ministrative Solutions Group, is
twice as big as Mercer's previous
operation, and has a total of 1,300
workers and four outsourcing
centers. The alliance, Mr. Lynch
said, is necessary to compensate
for the great cost of technology.

Indeed, decisions surrounding
outsourcing again dominated the
strategic deliberations of consul-
tants this year. As much as last

year, consulting firms differenti-
ated themselves by their degree of
tenacity and skill in the outsoure-
ing sector, and whether or not
they wished to enter the fray at
all.

Buck's Mr. LoCicero had made

no secret of wanting to find a
strategic partner to build the out-
soureing business.

Buck, whose merger with Mel-
lon became final in July, is tn'ing
to avoid clients who really "don't
understand" outsourcing, Mr.
LoCicero said.

"Our business growth in that al-
ready has been substantial,"he
said. "What hasn't changed is it's
still a very difficult business to be
good at. We're looking for new
business, but we're being selec-
tive. We want to make sure it's

good business. We want to make
sure it's business we can make
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money on."
As important as outsourcing is

and will become, Mr. LoCieero ac-
knowledged that outsourcing will
never be Buck's key to fortune,
even with Mellon's aid.

"Can we make money on out-
sourcing? The answer is absolute-
ly yes," he said. "Will it ever be a
very high-margin business? The
answer is no."

Buck, with three outsourcing
centers and Mellon's financial ser-

viees network carrying on similar
work, hopes to see its retiree out-
soureing business increase soon.
Mellon cuts the checks for many
retirees for retirement accounts

and also handles debiting of ac-
counts for retiree medical cus-

tomers. Some companies are
bound to want one outsourcing
vendor to handle it all, Mr. LoCi-
cero reasoned.

"To be truly top-tier, you have
to be in the outsourcing business,"
he said.

If the outsourcing route doesn't
meet expectations, however, Buck
is keeping enough consulting av-
enues open. "We don't care where
the trend goes-we're going to be
successful," he said. "We don't )
want to be (only) an 'outsourcing 
company.

Other consultants were equally
hesitant about putting too many
eggs in their outsourcing baskets.

"It's part of Towers Perrin, but
it's not going to dominate our rev-
enues," said Alan H. Dugan, man-
aging director of global employee
benefit services in Stamford,
Conn.

"It's something that's very im-
portant to our employee benefit
services clients to have a complete
set of services we can give to
them, but we're not looking at it
as a business that will be a major-
ity of Towers Perrin revenue," Mr.
Dugan said.

Aon, which increased its out-
sourcing revenues by 30% to 35%
in 1997 over 1996, has noted con-

tinuing trepidation throughout
the industry.

"I think all the firms continue to

have reservations," said Donald
C. Ingram, chairman of Aon Con-
sulting Americas in Chicago. "You
had some early entries in the field
where you had attempts to build
huge outsourcing centers, and in
some cases companies have gone
almost diametrically in the other
direction."

Hewitt, generally seen as the
most successful in outsourcing, is
bullish about the business. More

than half its revenues now are

flowing from outsourcing, and
J. C. Penney Co. Inc. recently be-
came its 100th outsourcing client.
Hewitt has outsourcing centers in
Lincolnshire; The Woodlands,
Texas; Toronto; and Orlando, Fla.
All four of those centers, because
of the "success we are having in
the market," are being expanded,
said Thomas Schmitz, a member
of Hewitt's office of the chief ex-
ecutive.

"What this is really about is
workforce management, outsoure-
ing some of the activities that are
not strategic, not core to an em-
ployer's business. Since we handle
benefit outsourcing for more than
100 companies, we can make
investments in technology that
would be cost-inefficient for an

individual employer," Mr.

Schmitz said.

While nearly all of Hewitt's out-
sourcing business involves benefit
programs covering U.S. and
Canadian employees, it believes
there are opportunities to expand
outsourcing beyond North Ameri-
ca. In fact, Hewitt plans to open

Continued on next page



Continued from previous page
an outsourcing center in the United
Kingdom next year.

Still. outsourcing is a hugely expen-
sive business, and profits for many
firms remain elusive. For example, al-
though Watson Wyatt continues to
add major outsourcing clients
through its joint outsourcing ven-
ture-Wellspring Resources L.L.C.
with State Sti·eet Bank-"it continues
to be more of an investment than we

planned for· or expected," Mr. Daoust
said. "We aren't making money yet.
We're still investing in the outsourc-
ing business, and we think it's going
to take a while before that turns

around. .It takes a lot of stick-to-

itiveness."

Some other consultants continued

to show little or no interest in out-

sourcing either because of the ex-
pense and risk or because it doesn't
match corporate strategy.

"We decided from the first day that
we weren't going to be in that busi-
ness, that it didn't fit strategically,"
said Howard Fluhr, president and
CEO of The Segal Co. "We wonder
why consulting firms have gone into
it."

New York-based Segal is trying to
carve a niche for itself: outsourcing
consulting without the outsourcing. It
will conduct studies of whether em-

ployers need to outsource and, if so,
recommend vendors.

Newservices

Other than outsourcing, consultants
reported that a good economy corn

bined with sufficiently thorny bene-
fits issues drove many plan sponsors
to seek consulting help in 1997. Firms
mentioned these services in particular
as being in demand:

•Managed disability, both short-
term and long-term. Employers are
seeking out ways to get employees
back to work and minimize absence

due to illness or injury.
• Comparison of managed care op-

lions. Consultants still are finding

many opportunities to analyze plan
sponsors' HMOs and report on quali-
ty and employee satisfaction.

As health care premiums and costs
rise, consultants will surely find more

opportunities for work, said Mr.
Dugan of Towers Perrin. "I don't
think it will be the feeding frenzy that
we had in the early '90s. when costs
(increases) for almost everybody were
double digits," he said.

But because consultants have more

data now to measure quality of care
and worker satisfaction than ever be-

fore, "The second round of managed
care consulting is coming on," reports
Buck's Mr. I,oCicero. "Many compa-
nies put in managed care programs
four to six years ago and now they're
starting to reassess them."

Higher premiums "will help our
business tremendously," said Mr. Cox
of Aon Consulting Worldwide.

• Investment consulting and invest-
ment performance monitoring.

Consultants are aiding in the search
for the ideal investment manager for
an employer and monitoring its per-
formance.

• Strategic realignments of benefits
to influence the type of employees the
company attracts.

An employer who wants a mobile
workforce that won't put demands on
the company might. for instance, be
advised to put in place a shorter re-
ward program such as a defined con-
tribution plan with rapid vesting.

• Integrated benefits.
Consultants are advising how occu-

pational, non-occupational and work-
ers compensation medical care work
together efficiently.

Also, according to Mr. Dugan of
Towers Perrin, more clients are trying
to find out their total health costs, in-

cluding everything from medical in-
surance to lost employee productivity.
This i·equires a broad, holistic view by
consultants because the sources of in-

formation reside in many different

parts of the client company.
• More defined contribution plan

consulting.
"We're seeing more and more em-

ployens turning back tc the consulting
firms for consulting advice about be-
ing in compliance with defined contri-
bution areas," said Aor's Mr. Ingram.

And Mr. LoCicero reports an up-
swing in defined benefit pension stud-
ies at Buck. "They're not doing it out
of the goodness of their heart," he said
of employers, but rather out of a real-
ization that annuity checks through-
out a lifetime are more attractive to

job candidates than an unpredictable
stock market.

• Provider consulting
More than ever, consultants are be-

ing called on by HMOS. hospitals, and
physician groups to redesign their
businesses to make them profitable.

Overseas

Leading consultants were busy es-
tablishing new offices in foreign coun-

tries in 1997 and beefing up their
presence in others. Consultants, wit-
nessing the rise of multinational plan
sponsoi·s needing worldwide consult-
ing networks, responded in several
markets.

Mercer, which derives about 40% of
its revenue from outside the United

States, is seeing thal proportion in-
crease annually, Mr. Lynch said. Mer-
cer is particularly interested in in-
creasing its presence in Latin Aineri-
ca and establishing a consulting prac-
tice in Venezuela and Colombia,
where it is absent.

Watson Wyatt is looking to build
on its already considerable presence
in Asia, in addition to its practice in
the United Kingdom, said Mr. Daoust
The company, which had "the best
year ever consulting worldwide" in
1997, saw most of its expansion hap-
pen outside North America, including
the opening of offices in China, India,
and Sao Paulo, Brazil.

Buck, with 25% of its business out-
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side the United States, is keenly inter-
ested in strengthening its global con-
sulting network to appeal to interna-
tional employers, Mr. LoCicero said.
Through its purchase of the benefit
consulting unit of Willis Corroon (BI,
Nov. 18. 1996),Buck has increasod its
presence in the United Kingdom to
300 employees from 100. Other Buck
strongholds include Australia Cana-
da, Ireland and other paits of Eumpe

Aon's acquisition of Alexander
Consulting Group gave it ast bstan-
tially larger slice of the actuarial con-
sulting pie in Canada and the United
Kingdom, and a good base on which
to build in Europe. Australia and New
Zealand, Mr. Cox said.

"The larger clients are going to look
for global reach and depth of service,"
said Mr. Dugan of Towers Perrin.
"They may not use all the services, but
they want the ability to tap into it." In
Latin America and Europe, a new de-
mand is arising for provider consult-
ing where young private health sys-

.0
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tems are supplementing weak public
health structures, he said.

Memphis-based Sedgwick Noble
Lowndes, ranked as the 7th largest
consultant, derives 77% of its estimat-

ed benefit consulting revenues from
outside the United States.

Several consultants spoke of the
need to offer clients "global reach" or
to achieve "critical mass" overseas,

and of the hazairls of appearing limit-
ed or local to employers. Seeming big,
it now appears, is a key drawing card
when it comes to luring customers.

Does that mean bigger is better?
The consultants were slow to answer.

"Size in and of itself is hardly a de-
terminant of winning or better ser-
vice," said Mercer's Mr. Mahendroo.

"I think small firms can compete,"
said Mr. Byrne of Kwasha Lipton. "It
just depends on the quality of theiI
people and the breadth of their ser-
vices. To the extent they have a niche

business, they'll still be able to com-
pete."
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Opinions
Use alternatives to rate hikes

T TEALTH CARE COMPANIES are talking rates up 
1 lagain and, unfortunately, many employers will
do nothing but reach for their wallets.

It is unfortunate because employers still have alter-
natives and, thus, leverage with the market. It's also
unnecessary in many cases, because there is still inef-
ficiency to be wrung from the system-both in terms
of plan design and choosing a more efficient plan
provider-before employers start having to pay higher
medical costs again.

Health maintenance organizations are expected to
hike rates in the 2% to 6% range, with most falling in
the 3% to 5% range. Point-of-service plan rates gen-
erally will be one to two percentage points higher. For
traditional indemnity plans, employers in 1998 can ex-
pect rate increases of 8% to 15%. Preferred provider
organization rates are expected to rise 8% to 12% in
1998.

It is worth noting that for the 12 months ending Oct.
31, the medical component of the Consumer Price In-
dex is up 2.5%. So where do those added percentage
points come from? Inefficiency, for the most part.

Indeed, many of the managed care companies seek-
ing rate increases are trying to offset bad pricing deci-
sions in recent years, soothe indigestion from recent
acquisitions or make up losses from business errors,
such as recent computer troubles cited by Oxford
Health Plans Inc. and PacifiCare Health Systems Inc.
Should employers have to pick up the tab to bail out
insurers for those kinds of mistakes?

Many health plans are also looking to raise rates un-
der pressure from Wall Street analysts and investors.
The drive to make higher profits for shareholders,
however, comes directly out of the pocket of health
care payers.

Although profits are certainly necessary to attract
capital and make investments in new technology,
health plans have to achieve a balance between satis-
fying customers with reasonable rates and appeasing
shareholders with reasonable returns.

Employers have the power to reject pricing deci-
sions that strike them as unfair, because they do have
alternatives.

Some employers, for example, are of a size that they
have enough clout to negotiate cost increases more in
line with medical inflation. Those that aren't still can

band together in purchasing coalitions to wield more
clout. Witness the Pacific Business Group on Health,
a West Coast coalition that has held its rate increases

for HMOs this year to 1 % on average.
For employers that believe their health plans are

scrambling to appease their shareholders more than
their customers, there are still plenty of not-for-profit
health plans out there without those same hareholder
pressures. Although they may lack the resources of
their for-profit competitors, with more employer sup-
port, perhaps that would change.

Also, plenty of inefficiencies still can be eliminated
from current plan design. Roughly one-fourth of all el-
igible employees still are enrolled in indemnity plans,
the absolutely least efficient health plan option. Em-
ployers that offer such plans are essentially giving
their employees carte blanche to see whatever doctor
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they choose at whatever the cost.
Companies that fail to move their employees to some

form of managed care perhaps deserve what they get.
Even a relatively mild form of managed care, such

as a preferred provider network, offers the payer an
opportunity to negotiate discounts and obtain utiliza-
tion review while still affording employees a choice.

Point-of-service options offer even more savings,
with capitated payments and gatekeepers, while still
offering a choice of providers to participants who
want to pay for that option.

HMOs offer the greatest potential savings, yet en-
rollment has stagnated at about 27 % of eligible em-
ployees. While HMOs are more restrictive than other
forms of health care, overall patient satisfaction in
these plans is consistently reported to be high.

While picking a plan with more built-in cost con-
trols is a start, many health care plans-including
HMOs-still can do more to deliver cost-effective

health care, and by cost-efficient, we don't mean low-
quality.

Many health care plans, for example, don't take ba-
sic measures, such as providing free screenings to de-
tect conditions like high-blood pressure or diabetes,
which if undetected can lead to enormous health care
bills.

Many health plans are not doing something about
the escalating cost of prescription drugs by, for exam-
ple, establishing formularies and encouraging more
use of generic alternatives.

Many health care plans don't get actively involved
in case management before a claim reaches six figures.

Many health care plans-and for that matter, em-
ployers-don't play an active role in the legislative
arena and use their considerable influence to prevent
state and federal legislators from passing benefit man-
dates that can drive up costs but do little to ensure
that better care is delivered.

In short, there is much more inefficiency to be
wrung from the system before employers run out of
cost-saving options and face sharply higher rates.

Letter.c

EPL coverage another weapon against claims
To the editor: Bruce Atkins' Oct. 13 ar-

ticle, "Complete Anti-Discrimination
Policies Key," on actions to protect a com-
pany from gender discrimination claims
concisely outlined all the proper steps ex-
cept one: Purchase employment practices
liability coverage.

This solution not only transfers the risk
to an independent third party but, by se-

lecting the right underwriter, forms a
partnership to deal with the difficult EPL
issues all employers face from time to
time.

The press coverage of EPL-related
awards gives us almost daily examples of
not only what not to do, but also of com-
parties with good procedures and good in-
tentions that stilllost the lawsuits.

All businesses have some degree of EPL
exposure. After taking the actions out-
lined by Mr. Atkins, we suggest a final
step: Contact your agent and purchase
employment practices liability insurance.

Paul W. Springman
Chief Operating Officer

Shand Morahan & Co. Inc.

Evanston, Ill.
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Robert Caldwell, left, with John Seibert, General Re
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er administrative costs on the indem-

nity side," he explained.
Such an arrangement works best

Tph€n a single insurer or plan admin-
istrs.tor is used for the various types of
plans, he said. That way the adminis-
trator can either underwrite all of the

products itself or subcontract to other
Fro·,iders, he said.

So far the strategy has reduced em-
FloNers' annual health plan cosss be-
tween 8% and 20% over the prior
year, but Mr. Chernoff acknowledges
the savings may be short-lived.

He attributed some of the lower

costs to campetition in the health care
market, with providers in some paIts
cf the country offering deep discounts
to capture marke share.

''1 don't expect with all the recent
loss reports they'll be as aggressive" in
the bture. he said.

Bat, even over the long term, Mr.
Chernoff expects his strategy will save
employers money.

Many employers currently are
ach«eving health plan cost savings by
cutsourcing admmistrative services.

For example, Stamford, Conn.-
based GTE Corp. decided to hire Lin-
colnshire, Ill.-based benefit consul-
tan: Hewitt Associates L.L.C. when

the zompany decided to centralize its
benefit administration, according to
John W. Large, team leader for bene-
fit elections.

"We outsourced because of the sys-
tens and financial commitment GTE

would have had to make," he said.
By using Hewitt, the number of

f.11-time people at GTE handling
benefits administration as part of

their jobs dropped to 40 from about
280 nationwide, according to Mr.
Large.

When the cost of salaries paid
to these GTE employees are
compared with the fees paid to He-
witt, "it's possible it's a wash," he said.
"But there are a lot of hidden costs
that can't be counted."

Only when an employer hires an
outside consultant to handle benefits

do "you find out how much it really
costs to deliver benefits-including
the hidden charges that weren't quan-
tified intemally," he said, such as the
cost of overtime when a secretary is
asked t:o type a benefits-related letter.

Administrative savings definitely
can be achieved when an employer
with multiple HMOs and insurers in
multiple states consolidate into a sin-
gle health care delivery system, ob-
served Tim Beck, a principal at Buck
Consultants Inc. in Los Angeles.

But even greater savings can come
if the consultant also acts as a broker,
negotiating the best deals possible
with various plans, he said,

Jack Bruner, a consultant for He-
witt in Lincolnshire, agreed.

.The real opportunity in outsoure-
ing is to use consultants to shop for
the best benefits deal and handle the

transaction," he said during a session
on outsourcing at the National Man-
aged Health Care Congress held last
month in Los Angeles.

"Benefits outsourcing will grow,
funded by the savings achieved by it,"
he predicted.

"Health care delivery systems are
changing dramatically," asserted Mr.
Beck of Buck Consultants. "They're
stepping all over each other. That's
why there's a greater need for con-

See Strategy on page 12
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than rate hikes for traditional HMOs.

Managed care executives say years
of nat and falling rates-as HMOs
battled one another for market

share-have taken their toll. They say
they need rate hikes to improve mar-
gins and restore battered bottom
lines.

"The message has been pretty clear:
HMOs have been struggling. Margins
are just not at acceptable levels. Over
the previous two or three years, there
was a tremendous drive for member-

ship that weakened some margins,"
said Dana Benbow, vp-underwriting
at Prudential HealthCare Group in
Roseland, N.J. Mr. Benbow expects
rates to rise at traditional HMOs by
between 3% and 5%, with "more in
the 4% to 5% range."

Strategy
Ckmtinuedflumpage 10
sultants than ever before....You just
can't go to one shop anymore and
buy what you need."

"Take PPOs for example. Their
network may be good in urban areas,
but not in rural areas. So you have to
negotiate directly with rural
providers. A consultant can do this,"
he said.

As part of their services, benefit
consultants usually analyze client
needs, study patient use patterns and
types of services and even locations
where services are rendered, Mr.
Beck explained.

"Once we understand the health

care needs of the employer, then we
try to locate as few vendors as possi-
ble to handle these needs," he said.

The consultant also designs the
benefit program, often sitting down
and physically negotiating plan
changes with vendors, he said.

In some cases, the consultant is-
sues a request for proposal or request
for information, whichever is more
appropriate, on behalf of the em-
ployer.

"We then analyze the response and
negotiate with the top vendors to as-
semble the program, also including
peI€omiance and reporting require-
ments," he said.

"This is standard practice for us.
Our job is to bring the technical and
legal expertise to the client to assist
them with managing their pro-
grams," Mr. Beck explained.

In some cases, sophisticated em-
ployers have begun using consultants
to help them get back into the health
care funding business, realizing that
the discounts produced through
HMO-style capitation and group
purchasing are beginning to erode.

"Our larger clients are realizing
that self-insuring HMOs would
make more sense," said Ms. Twanmo
of MEDSTAT. "In effect, the en-
ployer is taking the risk back from
the HMO."

Under such an arrangement, the
employer usually pays a monthly
capitation premium to primary care
physicians in the HMO and then
funds hospital and specialist fees on
a pay-as-you-go basis, she ex-
plained.

T'he arrangement makes it unnee-
essary for the HMO to purchase stop-
loss coverage or capitation reinsur-
ance, which lowers its administrative
overhead, she said.

And while the self-funding em-
ployer can purchase either specific or
aggregate stop-loss to cap its own li-
abilities, so far most of them have
not, she said.

"Many large employers don't buy
stop-loss because they're large
enough to spread the risk across the
employee population," Ms. Twanmo
explained. loi

David 01sc,n, vp-investor relations
for Foundation Health Systems Inc., a
Woodland Hills, Calif.-based HMO,
said, "We think that there's a general
recognition in the marketplace that
rates had probably gone down too
far." He said"per-member revenues"
will rise between 3.5% and 4% next

year, the HM,Ys first increase in three
years.

A spokeswoman for Oakland,
Calif.-based Kaiser Permanente, the

nation's largest not-for-profit HMO
with about 8.8 million enrollees, said,

"Our rates have been, frankly, proba-
bly too low over the last several years,
and that actually is contributing to
what in '97 is our first projected loss
for the program as a whole, so clearly
we have to look at not only control-
ling costs, but also at rate increases."

The Kaiserspokeswoman said rates
will be going up by "single digits,"
though ratercreases will vary from

1 E-
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"onegroup to another."
Otners nc-e that publicly held

IlMOs are fe€ing the heat from Wall
Street and shareholders to boost mar-

gins and ultimately profits.
"Sharehol·jers are demanding bet-

ter r.sults. S 1 rates have to go up,"
said Randall abbott, regional practice
leader in the Little Falls, N.J., office of
Watson Wyaz Worldwide.

"There has been a wakeup call from
Wall Street,' agreed Lew Devendorf,
a principalir the Stamford, Conn., of-
fice of William M. Mercer Inc. Indeed,

stock prices n HMOs such as Oxford
Heath Plans and PacifiCare Health

Syst=ms Inc plunged after adverse
earnings reports.

At the same time, HMOs and other
managedcare organizations are fac-
ing pressures from an increasingly so-
phisticated provider community for
increased payment rates.

"Providers really are starting to

A.M:Best Ranng: A+
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push back. Doctors are getting kind of
fed up with some of the reimburse-
ment levels. Some specialists are say-
ing to HMOs:'No. Your rates are un-
acceptable, '" said Mary Case, a prin-
cipal at The Kwasha Lipton Group in
Fort Lee, N.J.

"Over and over again" providers
are saying they are "struggling to
make it," with their current capita-
tion rates, said Daniel Hoemke, cor-

porate vp for national accounts at Cy-
press, Calif.-based PacifiCare, an
HMO with about 3.8 million en-

rollees. PacifiCare expects rate hikes
of between 3% and 5% next year for
major national accounts and a sizable
portion of the mid-sized market.

Higher prescription drug costs are
anotherbig driver of rate increases for
all types of health care plans.

"One thing is very clear: The drug
portion of health care costs is going
up significantly. There have been a lot

of drug cost increases as well as anin-
crease in utilization," said Harvey So-
bel, a principal and consulting actu-
ary at Buck Consultants Inc. in Se-
caucus, N.J.

Corporate benefit managers gripe
that physicians deserve some of the
blame for spiraling prescription drug
costs.

"More and more drugs are being
overprescribed. Doctors have no idea
what the cost of a prescription is,"
says James Cole, manager of health
programs at Bluffton, Ind.-based
Franklin Electric Co. Inc., a manufac-
turer of electrical pumps. Franklin is
projecting a double-digit increase in
its PPO costs next year.

Frank Keenan, vp and chief actu-
ary with New York-based NYLCare
Health Plans, which has about 1.3
million HMO enrollees, said, "There
has been an introduction of more

Continued on neo:t page
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Cont:nued *om premous page While health care Dremiums and For example, earher this year, the rm in New York Mr Keenan of NYLCare said,
costly drugs, and people are aware of costs clearly are going up, buyers in Pacific Business Group on Health, a How much rates unll merease wall "You have to make your best case
and asking for more" prescription many cases still have considerable San Francisco-based buyers' coall- depend on many factors, not the least and say this is what your experience
drugs leverage-specially i their expen- tion generally composed! of very large of which is the size of employers demands "

Demographic changes--especially ence is good-in trimrring back gro- employers, negotiated a 1% average For example, while HMO and POS Employers that have banded to-
among HMOs-are becoming an m- posed rate mcI'eases rate Increase with the HMOs from rates for employers with at least 50 gether to buy coverage, such as the
creasingly important cost driver, "There is a lot more wiggle room which its members buy coverage employees wlll increase by an aver- Pacific Business Group on Health,
some say than anyone evei talks about," said "While Wall Street is talkmg up age of 4%, smaller groups can expect generally have had the most Mmum-

When HMOs first began to make Helen Darhng, manager of mterna- 4% to 6% rate hikes, our rate rate mcreases averagmg 6%, said ty to big rate mereases
inroads in the group market, a high- tional compensation and benefits at changes will be considerably less Kerry O'Brien, assistant director of Employer coalltions"seem to fare
er proportion of enrollees were Xerox Cxp m Starnfrd, Conn than that," sad Xerox's Ms Darling marketing communications for HIP better, and that is because combined,
young, healthier employees with low While most of the HMOs that "We're takng about low smgle Health Plan of New York they have a very large population
health care costs UNUM Corp contracts with settled dts, not the land of increases stock Employer size and expenence are and the risk pool is large," said Paula

But as HMOs have become more for rate hikes of betwen 4% and 6%, analysts have oeen talking up," Ms key vanables in the negotiatmg pro- Wallace, HMO program manager for
mainstream and enrollment expands those are smaller rate increases than Darling added cess, HMO executives say Hewlett-Packard Co m Palo Alto,
to cover more older employees, the HMOs had InitiaLly proposed, Even as mergers have increased "The amount of clout that an em- Calif

"Their claims expenence has to dete- said Thomas Hopkms director of en- the clout of HMOs, many still can't ployer would have m negotlatmg rate "Coahtions wd exert pressure
norate, and that puts cost pressures terpnse benehts at the Portland, afford to present buyers with take-it- increases really will vary depending where individual employers may not
on HMOs" sad Kwasha Lipton's Ms Mame-based company or-leave-it rate mereases upon their size," plan demgn and ex- have a lot of clout," said Mercer's Mr
Case While HMO decreases are now,ust "Competitive pressures still are perience, said Wilham Hudock, vp- Devendorf

HMOs are "dealing with an aging about a thing of tne past, some buy- high HY[Os have to be mindful of underwnting and pricing for Owmgs Others say both employers and
workforce, and that is not going to ers--especially ine Jery largest- what their competitors are doing in Mills, Md -based Blue Cross & Blue health plans are tough negotiators
get any better," said PacifiCare's Mr have negotiated very small rate m- the marketp.aze," said Joseph Mar- Shield of Maryland, which expects to "I think that employers still have
Hoemke creases tmgale, a principal with Towers Per- ralse HMO rates 3% to 5% m 1998 significant clout, but I think health

plans are begmning to be much
firmer in assessrng their cost and
making sure they are pnclng proper-
ly relative to their underlying costs,
said Ron Wilhams, president of Blue
Cross of Cabforma Businesses, a sub-
sidiary of Woodland Ihlls, Calif -
based WellPoint Health Networks

Inc

towledge is power. How much of an effect the wave of

HMO mergers is havmg on rates is a
matter of controversy

In California, for example, where
four HMOs now control about 85%

of the market compared with about a
dozen compames a few years ago,
"Consohdation means HMOs w111

Harness the power of Constitution
push buyers for bigger rate increases

-

23
than what they received a few years
ago," Mr Devendorf said<,44' . Re. Always ahead of the curve, with

-

In fact, he notes, large, multistate
lir

managed care organizations already.
+1

-*2*X state-of-the-art technology to move have begun to flex their muscles,
"- 44 knowing employers with large pro-
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they would have to face m trymg to
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4 '14\ 'trf#, move large populations of employeesfaster, and expect quicker payments to other HMOs
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on claims.
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Others say they have yet to see any
impact on rates from HMO consoh-
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f competmg, so from the buyer per-
T

r direct e-mail access, and crucial links spective, we have not yet seen any
. 11: adverse consequences of mergers and
''fl '

t=4 4
% to the insurance industry, the power acquisitions," said Mr Martmgale of

Towers Pemn

of Constitution's knowledge knows While some HMO executives say
mergers and consohdations eventual-

no boundaries. ly could lower costs through reduced
overhead, they acknowledge it wIll

1 -/ take time for such savings to be real-
Strengthen your company by call- ized

In fact, mergers actually can swell
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you move through the water faster, tion of membership "frequently re-

qmres that you maintain redundant
1 operate more efficiently, and break systems and product lines for longer

.- I periods of time than you mighthke,

speed records with the power and there are some costs associated

A
1I with it," said Mr Hoemke of Pacifi-
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of our knowledge. Care, whlch is mtegratmg its acqul-
4,--1 - sition of FHP International Corp
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- Indeed, m the short term, HMO
IL

5 1 3_ 1 mergers can result m a "significant
disruption relative to claims process-
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Abbott of Watson Wyatt

, **i *- It takes Shll, down the road, Mr Abbott
says the benefit of larger HMOs to

-L
1 1

the buyer lS that the managed care
I K.IN

- I:40 Constitution. organizations may have more lever-
-LIT age m negotiabng with providers for

f1 better rates

"Advantage No 1 of mergers is
/ I Il more purchasing power " said Laune1-51 Constitution Re Scarborough, director of investor re-

iti -- lations at Humana Inc in Louisville

k 11 KY
But another form of power that

4- managed care executives and em-
ployers do worry about a httle has

www. constitution.com been congressional meddlmg m the
health care market

See Trends on nezt pag€
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Consolidation creating new competition
Smaller benefit consukants see new opportunity to win accourts from big new firms

By SALLY ROBERTS

 lthough the acquisi
lion trend in the em-

ployee benefit con-
sulting arena has
produced behemoth-
sized competitors,

smaller employee benefit consultants
say they still can prosper by offering
specialized services and a steady hand
in a changing marketplace.

The landscape surrounding the
world's largest employee benefit con-
sultants has been redesigned by the
many acquisitions completed since
January.

Among them: Aon Consulting

Trends
Continued from previous page

Last year, for example, Congress-
responding to a wave of public
protest-passed legislation to go into
effect Jan. 1 that will require health
care plans to offer 48 hours of inpa-
tiont coverage to mothers and new-
borns after a normal vaginal delivery
and 96 hours of coverage after a Cae-
sarean section.

In addition, legislators passed a
measure, also to go into effect Jan. 1,
designed to eliminate discriminatory
annual and lifetime dollar limits on

mental health care benefits.

For now, the impact of those leg-
islative mandates should be minimal.

''I have never seen any HMOs say
they are going to increase rates" be-
cause of a mental health care benefit

mandate, said Ms. Case of Kwasha
Lipton.

"I could say at least from a Pacifi-
Care perspective and most real qual-
ity health plans, I don't think it is go-
ing to have a huge impact, Mr.
Hoemke said.

But there are nagging worries that
if congressional intervention contin-
ues. it will have an effect on costs.

"If those things continue, they're
really micromanagement," said
Suzanne Mercure, manager of health
programs for Southern California
Edison Co. in Rosemead, Calif.

If there had been legislation man-
dating a four-day hospital stay in the
days before gall bladder surgery
could be clone on an outpatient basis,
"where would be today?" asked Ms.
Mercure.

But if the cost impact of recently
passed mandates has been negligible,
there is real fear of what could lie
down the road.

In particular, benefit experts are
alarmed about a piece of legisla-
tion-the Patient Access to Respon-
sible Care Act of 1997, now backed
by nearly a majority of the House of
Representatives-that would open
up employers and health care plans
for punitive damage awards for ac-
tions of physicians. The measure also
would make it harder to establish
PPOs and would force health care

plans to provide for services they
never previously covered (BI, Nov.
17)

If the PARCA bill is passed, health
care costs 4*could increase by double-
digits. Employers would face a lia-
bility that they can't manage in the
real world," Mr. Abbott said.

Still, health care experts say
HMOs and others have to do a better

job of providing quality care, one of
the reasons for congressional inter-
est.

"The biggest challenge is getting
quality. What good is a bargain X-
ray ifa radiologist can't read it?" Mr,
Abbott asked. [al

Worldwide Inc. acquired The Aleen-
c, r Consulting Group Inc.; Mellin
Bank Corp. acquired Buck Consul-
tants Inc.; Co(mei·s & Lybrand L.L 2.
acquired Kwasha Lipton L.L.C.. and
William M. Mei cei· Cos. Inc. acquired
A. Foster Higgins & C(}. Inc.

While these firms say their newly
ccmbined girth will bring economies
c f scale and more resources, breadth

of services, and expertise to the table,
second-tier sized firms say they are
rit worried about their lie-w

f z •midable competitors, In fact, sorne
welcome the consolidation with opzn
airns.

'I love it," said Michael J. Gulct:a,
Fresident and CEO of ASA Inc.. for-

merly known a: Actuarial Sciences
Assoc·jaks Inc. "While they focus on
consclidating their businesses, I'll ic,-
cus on g·owing mine.'

Revenues for the Somerset, N.J. -
based benefit consultant are up more
than 70% in 1997 to $72 million. On_·,

2% of that grovt is attributable s,j
the earl 1997 acquisition of ISG (In-
ternasional Sysierns Group Inc.), a
Toronto--,ased defined benefit ard

detned contribution plan administa-
tior. Erm. The rest is cue to aggress.ve
marketir.g, a new pension administa-
tion serv_ce, exp:nding its existing
lines of businesses from both geo -
graphicand serviee standpoints. and
new business that it o btained during

the year, Mr. Gul•*ta said.
"There is a great deal of uncertain-

tv in the marketplace" right now due
to the consolidation, he said. Clients
are concerned that consulting firms
involved in acquisitions will be dis
tracted by tne integration process for
too long before ary client-service ben-
efits resulting frcm the deal are real-
ized.

For example, 'There was one For-
tune 50 company doing a search for
an employee benefit/actiarial consul-
Lant. It went to 1( firms, including the
,consolidated companies No company
that had recently undergone consoli-
Idation was in the final four," Mr. Gu-
lotta said.

r

"That's not an accident, that's a

2)ncern-and -_hat concern is being
2_early telegrap icd by decisions Deing
made by large· compaxes," he said,
adding that ASA eventz_ally win the
axount.

"A year ag ). I would have only
treamed of working for this compa-
ny," he said.

Bud Johnfor_, chairman and CEO of
Eoward Johns( n & Co. in New York,
said that consolidation also is creating
_)pportunities fir his firm because it
a. lows employers to deal with pure
Inefit consulting firms and not with
a large firm where benefit consl«lting
_E an adjunct o · ancillary business.

"I don't feel th·eatencd by it, ' Mr.
Johnson said o. the consolidatior..

"Their is no evidence tnat size

Grings advantr.go to the customer.
Size brings advantage to thepurveyor
and maybe mcie market exposure by

Conti·med on nert page
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virtue of its size, but there is no evi-
dence that size adds value as far as the

client is concerned."

Estimated 1997 revenues at

Howard Johnson are up 25% to $35
million.

"Idon't think bigger is always bet-
ten" agreed John Ehrhardt, a princi-
pal and consulting actuary at Milli-
man & Robertson Inc. in New York.

"I don't know what will happen,"
said Mike Mahoney, a principal and
national director of pension practices
for Milliman & Robertson in New

York. "Right now, I don't necessarily
and ourselves at a disadvantage in
terms of size."

1997 revenues at the Seattle-based

consultant are up 5.2% to $65 million.

While these benefit consultants say
size does not necessarily connote be-
Sig better, one former second-tier
sized benefit consultant begs to differ.

"Size does matter in terms of large
purchasers of services in the outsourc-
ing field," said Robert S. Byrne Jr.,
CEO of The Kwasha Lipton Group in
Fort Lee, N.J. It also matters if the
firm wants breadth of service, he said.
"You can bea niche business in cer-

tam areas only for so long."
In January, Coopers & Lybrand ac-

quired Kwasha Lipton for an undis-
closed amount (BI, Jan. 20).

As a result of being acquired, "we
can now truly provide a full-array of
consulting services that we couldn't
before," he said. Prior to the acquisi-
tion, Kwasha Lipton focused on ben-
efits adrninistration and retirement

consulting. Now it is "a lot more well-
rounded" and can offer such services

as compensation consulting, change
management and systems technology,
Mr. Byrne said.

Furthermore, by aligning itself with
Coopers & Lybrand, Mr. Byrne said

clients can put to rest any uncertainty
involving Kwasha Lipton's future.

"We know five years from now,
we'll still be in the business," Mr.
Byrne said.

Observers say while consolidation
does offer employee benefit firms the
necessary resources to offer clients a
wider array of services, there are still

opportunities for second-tier sized
firms to compete.

"Consolidation was inevitable in

the employee benefit industry," said
Joe Duva, president of his own con-
sulting firm in New York and a for-
mer partner with Ernst & Young. It's
the same in all kinds of industries that

are consolidating today. "The only
way to grow is to consolidate for effi-
ciency and cost."

However, "bigger does not neces-
sarily mean better," he said. While
consolidating offers dficiency to
clients, "there are opportunities for
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combine our resources as well as our philosophies.

Together with our customers, agents, and brokers

we continue our focus on communication, trust, and our
common goals.

And because surety relies on strength, our financial

assets are your guarantee that no one will be left

standing at the altar.

Together, We're Putting More Sure In Suretv.

CNA SURETY

CNA is a registered service mark of the CNA Financial Corporation. This advertisement is not a contract.
Only the policy can provide the actual description of services, terms, conditions and exclusions.
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smaller boutique employee benefit
companies to be providing more spe-
cialized services," he said.

Donn Bleau, a principal with Glob-
al Resources Group, an executive re-
cruiting firm in San Diego, said that
he believes there will always be a
place for smaller firms because many
of them have built long-standing
client relationships and some clients
prefer partnering with smaller con-
sultants.

"However, I also believe that some
of those firms will not be with us three

years from now," he said. Smaller
consulting firms are "going to have an
uphill battle to fight, particularly with
technology."

Mr. Duva speculates that further
deals like Coopers & Lybrand and
Kwasha Lipton will occur. "It would
be natural for some accounting firms
to merge with an employee benefit
consulting firm." Ell

SUR

NYSE

Big 4
moving up

hile the Big 6
have consoli-

dated into the

Big 4, account-
ing firms are
making their

way up Business Insurance's Top
10 rankings of the world's largest
employee benefit consultants.

Leading the way is Coopers &
Lybrand L.L.P., which combined
with The Kwasha Lipton Group
ranks as the fifth-largest consul-
tant, based on $505 million in esti-
mated 1997 revenues.

Deloitte & Touche L.L.P./Em-
ployee Benefit Group debuts this
year in the ninth spot, based on
$154 million in estimated 1997

benefit consulting revenues, and
Arthur Andersen L.L.P.-Human

Capital Services debuts as the
10th-largest firm, based on $118
million in estimated 1997 rev-

enues.

KPMG Peat Marwick L.L.P. re-

ported $110 million in estimated
1997 revenues. The New York-

based accounting firm, however
would rank in the top 10 based on
pro-forma 1997 revenues. Togeth-
er with Ernst & Young L.L.P.,
which KPMG announced in Octo-

ber it was acquiring, combined
pro-forma revenues from their re-
spective employee benefit opera-
tions are an estimated $194 million

in 1997, which would place the
combined firm in the No. 9 spot
among the world's largest benefit
consultants.

There is speculation that

efit practices may not merge (See
Updates).

Meanwhile, executives from oth-

er accounting firms said they are
looking to become big players in
the employee benefit consulting
arena.

The combined Coopers & Ly-
brand and Kwasha Lipton now are
in the process of integrating the
employee benefit practices of Price
Waterhouse L.L.P., with which
Coopers recently merged (BI, July
11).

Reed A. Keller, vice chairman of
Coopers· & Lybrand, said the
firm's goal is to consult for compa-
nies that are increasingly more
global, sophisticated and complex,
he said. "These companies need
global advisers that are truly con-
nected around the world with the

financial wherewithal" to support
the technology.

At Arthur Andersen, the Human
Capital Services unit is "one of ouI
key critical elements that will b€
critical to maintain our competi-
tive advantage," said David Walk-
er, a partner and global managing
director in Atlanta. "We have the

ability to look at human capital
challenges from a much higher
level and broader perspective to
offer clients integrated solutions
on a one-stop shopping basis."

Over the past five years, the
Wilton, Conn.-based Deloitte &
Touche/Employee Benefit Group
has maintained an annual 25%

revenue growth rate, said Ainar
Ayala, associate national director.

In addition to focusing on inter-
nal growth, the group will "selec-
tively look (to acquire) niche or
specialty consulting practices to
help bolster a specific practice
area," Mr. Ayala said.

-By Sally Roberts
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Biannual directory of employee benefit consultants
Clients: 875% corporations, 1% multtem- Benefit communications consulting· Staff· 60 beneflt consult,ng employees,50 1996 (63% from U S ), $545 million estimat-

e- ployer plans, 3% government agencies/erm- 10% of revenues Includes benefit sta ement professionals, including three CEBSs, 25 ed total worldwide 1997 revenues (63% from
ties, 8 5% non-profit organizations/associa- and booklet preparabon, retirement software CPAs and four attorneys US)
tions No minimum size dient Stafl: 95 benefit consultng employees, 75 Clients: 450 total, 99% corporations, 1% Officers. Daniel T Cox, chairman-Aon

Compensation By the project, on retain- professionals, including two ASAs, two MEWAs No minimum size client Consulting Worldwide, Donald C Ingram,
ASA Inc. (Actuarial Sciences er, by the hour senior consultant, $280 to CPAs. one attorney and one EA Compensation. By the project chairman-Aon Consulting-Americas, J

Associates) $400, consultant, $190 to $260, dencal, $75 Clients: 100% corporations Gross revenues $18 million estimated Hunter Devine, chairman-Aon Consulting
270 Davidson Ave, to $95, actuanal assistants, $100 to $150 Compensation By the project, 01 retain- from woridwide benefit consulting in 1997, Ltd -U K, Jean-Pierre Provencher, chair-
Somerset, N J 08873, Gross revenues: $667 milhonestimated er, by the hour senior consultant, $250, $1 2 million in 1996, $50 million eslmated to- man-Aon Consulting Inc -Canada

from worldwide benefit consulting In 1997, consultant, $150, dencal, 540, systems con- tai worldwide 1997 revenues All revenues Contact. John Canfield732-302-2100, fax 732-356-0425 $44 million in 1996, $66 7 million est,mated sulting/development, $100 are from the United States

Benefit consulting since· 1984 total worldwide 1997 revenues Gross revenues: $11 million estrnated Officers: Howard Stone, managing part-
Parent: AT&T Corp Officers· Michael J Gulotta, pres,- from worldwide benefit consult,ng in 1 697 ner, Harvey Gaffen, senior partner

Officers: John Salajka, CEO, Dawd Gold- The Apex ManagementServices. 100% of revenues from benefit dent/CEO, Scott J Macey, executive vp/gen-
Group Inc.consulting eral counsel, Beverly G Landstrom, Franklin enberg, CFO

Retirement/savings plan consulting: B Becker, senior vps, Christopher M Bone, Contact. Will Grurer
Arthur Andersen L.L.P.- 125-310 Village Blvd ,

54% of revenues Indudes plan design con- chief actuary/chief information officer Pnnceton, N J 08540,
sulting, defined beneht plan actuartal work, Human Capital ServicesContact Andrea Katz, associate director- 609-452-2488, fax 609-452-2668
pension plan record keeping, administration markebng, 732-271-2686 Altschuler, Melvoin & 225 Peachtree St NE, Suite 2200,

Benefit consulting s,nce: 1993systems consulting, plarVtrust legal docu- Atlanta, Ga 30303,404-5894177,Glasser L.L.P. Services· 14% of revenues from benefitment draftng, plan administration consulting, 30 S Wacker Dnve,
fax 404-572-5303

consultingconsulting on selection of Investment man- Administrative Chicago, 111 60606, Benefit consulting since: 1975 Welfare plan consulting. 10% of rev-agers, asset accumulation/investment con-
sumng Management Group 312-207-2800, fax 312-207-2860 Services: 50% of revenues from benefit enues Includes plan design consulting, in-

Welfare plan consulting: 37% of rev- 3800 N Wilke, Suite 250, consumng surer/broker selection consulting, evaluatton
Benefit consulting since: 1977

Retirement/savings plan consulting: of service providers, health care cost contain-enues Includes plan design consulting, In- Arlington Heights, Ill 60004, Services. 5% of revenues from benefit
375% of revenues Includes plan design mentsurer/broker selection consulting, evaluation 847-577-6000, fax 847-870-9200 consuhng consulting, defined benefit plan actuarial Other services· General managementof service providers, health care cost contain- Ret,rement/savings plan consulting.Benefit consulting since· 1982 work, pension plan record keeping, admints- consulting, claims administration, provt-ment 45% of revenues Includes plan design con-

Services. 90% of revenues from benefit tration systems consulting, plan/trust legal der/rensure consultingBenefit communications consulting: sulting, defined benefit plan actuanal wcrk, document drafting, plan administration con- Staff: 17 benefit consulting employees, 149% of revenues Includes communications consumng
pension plan record keeping, plan/trus- legal sulting, investment manager selection con- professionals, induding four FSAs, two ASAsconsulting, benefit statement, booklet and Ret,rementlsavings plan consulting. document drafting, plan acmnistration con- sulting, asset/investment consulting, risk and two CEBSsaudiovisual preparation, Internet/intranet 70% of revenues Includes plan design con- sumng

Locations· Los Angeles, Boca Raton, sulting, defined benefit plan actuarial work, management/compliance reviews, littga- Clients. 10 total, 90% corporations, 10%Benefit communications consulting.
Fla,Rolling Meadows, 111, Columbia, Md, pension plan record keeping, admmistration 05% tion/enforcement support, independent fidu- multiemployer plans No minimum size clientof revenues Indudes communicaticns
Somerset, NJ, New York, Mcleansville, systems consulting, plan/trust legal docu- clary and related services, retirement plan- Compensation. By the project, commis-consuhng, benefit statement, booklet and ning/investment education and assistance sions, on retainer, by the hourN C, Ontano, Canada ment drafting, plan administration consulting, audiovisual preparation

Staff: 358 benefit consulting employees, employee education/communication Welfare plan consulting 75% of rev- Gross revenues· $510,000 estimated
Other services: Compensation coisult-

320 professionals, including 21 FSAs, 35 Welfare plan consulting· 10% of rev- Ing enues Includes plan design consulting,in- from worldwide benefit consulting in 1997,
ASAs, seven CEBSs, three CPAs, 14 attor- enues Indudes plan design consubng, flex,- surer/broker selection consulting, e,aluation $450,000 in 1996, $3 6 million estimated to-Locations· Los Angeles, Washirgton, of service providers, health care cost contain- tai worldwide 1997 revenues All revenuesneys and 33 EAs ble benefits administration Tampa, Fla, Chicago, New Ycrk ment, cafetena/flexible benefit plans, retiree are from the United States

health care Contact· Donato J Gasparro or David
Benefit communications consulting: Wilson, managing directors

5% of revenues Includes communications

consulting, benefit statement, booklet and
audiovisual preparation

Other services. Compensation consult-Winterthur ing, general management consulting, claims
administration, human resources strategy,
strudure and sourang assistance, human re- BeneCom Associates L.L.C.Swiss Insurance Company source appraisal, international mobility man-
agement

152 R Simsbury Road, P O Box

Locations: 30 US,47 non-U S 1423, Avon, Conn 06001-1423,
860-674-2626, fax 860-674-2627Staff. 445 beneht consulting emoloyees,Announces 365 professionals Benefit consulting since 1992

Compensation: By the project, on retain- Services· 100% of revenues from benefit
er, by the hour consumng

Gross revenues. $118 million estimated Benefit communications consulting.Effective January 1, 1998, United States Global Business from worldwide benefit consulting in 1997 100% of revenues Indudes communications

will be underwritten by Winterthur International America (65% from U S locations), $85 million in consulting, benefit statement, booklet and
1996 (70% from U S), $237 million estimat- audiovisual preparation, plan documents, en-

Insurance Company. ed total worldwide 1997 revenues (53% from rollment and daim kits, newsletters, summa-
US) ry plan descriptions, identification cards,

Officers David M Walker, Brian Fried- highlights brochures, payroll inserts•AM Best Rating: A++ • A M. Best Financial S,ze Category IX man, Mac Gajek, partners/global managing Locations: Avon, Conn, Schaumburg, 111
directors

Staff. Nine benefit consulting employees,
Contact: Bruce M MeyerWinterthur international America Insurance Company will provide a uniquely four professionals

individual, solution-onented approach to your properry, liability and employee Clients 180 total, 90% corporations, 2%
multlemployer plans, 2% government agen-

benefit needs For more information, please contact Aon Consulting (Worldwide) cies/entities, 6% TPAs/consultants No min-
123 N Wacker Dnve, mum sizedient

Chicago, Ill 60606, Compensation: By the project
• Winterthur International George R. Keller, CPCU, SCLA, 312-701-4800, fax 312-701-2313 Gross revenues: $3 2 million estimated

PO. Box 660273 President and CEO from worldwide benefit consulting in 1997,
Benefit consulting s,nce: 1941 $28 million in 1996, $32 million estimated

Dallas, TX 75266-0273 Services: 86% of revenues from benefit
Hans R. Schoch, ARM, Vice President - total worldwide 1997 revenues All revenues

Phone (214) 559-1548 consulting are from the United States

Home Foreign/Global Business Retirement/savings plan consulting· Officers: William E Gnmn, Kay M Griffin,Fax (214) 559-1321 48% of revenues Includes plan design con- pnncipals

Ralph W. Brown, CPCU, Vice President - sulting, defined benefit plan actuanal work, Contact Susan C Mullins, sales-Avon,
pension plan record keeping, admin stration Conn or Dan J Fox, sales-Schaumburg,Incoming/Reverse Flow Business systems consulting, plan/trust legal docu- 847-969-9105
mentdrafting, plan administration consulting,
investment manager selection corsumng,

• Chicago Operations Hans A. Mazenauer, Manager - asset/investment consulting
Welfare plan consulting: 35% of rev- Benefit Concepts Inc.

500 West Madison Street Midwest Global Marketing Unit enues Includes plan design consulting, in- 115 Glastonbury Blvd ,
Suite 3852 surer/broker selection consulting, evaluation Glastonbury, Conn 06033,

of service providers, health care cost contain-
Chicago, IL 60661 860-633-5283, fax 860-659-6757

ment, COBRA record keeping
Benefit consulting since: 1982Phone (312) 382-1734 Benefit communications consulting

3% of revenues Includes communications Parent USI Insurance Services
Fax (312) 382-1738 consulting, benefit statement, booklet and Services· 95% of revenues from benefit

audiovisual preparatton, structured tevhnolo. consult,ng
gy consulbng Retirement/savings plan consulting

• New York Operations Peter Meister, Manager - Northeast Other services: Compensation consult. 62°/0 of revenues Includes plan design con-
ing, brokenng, general management consult- sulting, defined benefit plan actuanal work,Two World Financial Center Global Marketing Unit Ing, dams administration, human resources pension plan record keeping, administration

225 Liberty Street, 42nd Floor consulting, change management consulting systems consulting, plan/trust legal docu-
Jim Long, Manager - Employee Benefits Locations 64 US,62 non-U S ment drafting, plan administration consulting,New York, NY 10281-1076

Staff 4,277 benefit consult,ng employees, asset/investment consulting
Phone (212) 416-5701 3,208 professionals, including 123 FSAs, Welfare plan consulting· 29% of rev-

Fax (212) 416-5885 201 ASAs, 129 CEBSs, 80 CLUs, 28 CPAs, enues Includes plan design consulting, in-

30 attorneys and 29 EAs surer/broker selection consulting
Clients: No minimum size dient Benefit communications consulting.

Compensation: By the project, commis 4% of revenues Includes communications

winterthur slons, on retalner, by the hour consulting, benefit statement, booklet and

Gross revenues. $470 million estmated audiovisual preparation

from worldwide benefit consulting In 1997 Other services Brokenng

(58% from U S locations), $218 million in Continued on page 18



INTRODUCING

WILLRETURN SM
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Fortis Benefits introduces WiliRetumsM, a new way to
customize disability claims service to the needs of disabled
employees. With the Return-to-Work scale and the Will-
to-Work indicator, WiliRetums provides demogmphic
and psychographic information that allows for uniquely
efficient and e#ective claims management.

Developed with The Menninger Clinic, the Return-
to-Work scale takes a scientific and statistical approach.
Using information like demographics, cause of disability
and type of disease or injury, it predicts the chances of an

Insurance contracts are issued and unde'written by Fortis Benefits Insurance Company, Kansas Cith
MO and Woodbury, MN; and. in New York State, First Fortis Life Insurance Company, Syracuse, NY.
©1997 Fortis, Inc. Fortis' and 9ortil ' are service marks of Fortis AMEV and Fortis AG.

individual's rehabilitation success. The Will-to-Work

indicator, developed with The Gallup Organization,
uses profiles based on claimants' attitudes, feelings, will-
power and behavior, to develop a personalized rehabilita-
don strategy tailored to their strengths and weaknesses.

Take advantage of WiltRetumsM and discover Fortis
Benejits' commitment to innovative disability cost manage-
ment. Help your employees. Help your bottom line. Visit our
website at www.fortisbenefits.us.fortis.com, contact your
broker or call Fortis Benefits today at 1-800.319.4773.
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Continued.from page 16

Locations: San Francisco; Goffstown,
N.H.; Knoxville, Tenn.

Staff: 100 benefit consulting employees:
80 professionals, including five FSAs, 11
ASAs, five CEBSs, five CLUs, two CPAs,
three attorneys and nine EAs.

Clients: 1,000 total: 80% corporations. 1%
multiemployer plans, 12% government agen-
cies/entities, 7% other,

Compensation: By the project, commis-
sions. on retainer, by the hour.

Gross revenues: $15 million estimated
from worldwide benefit consulting in 1997. All
revenues are from the United States.

Officers: Brian Whitney, president/CEO;
William Tremko, executive vp, William Husic,
Bob Cross, senior vps: Parker Elmore, vp.

Contact: Karen Guggenheim.

Explanation
of terms used

in this directory
The annual directory of employee

benefit consultants lists responses to a
Business /nsurance questionnaire.

The directory is published as an edi-
torial service; there is no charge to be
included. However, companies must

generate at least $500,000 of their
gross revenues from benefit consulting.
Companies that do not report estimat-
ed 1997 gross revenues from benefit

consulting are not included in the direc-
tory.

Business /nsurance defines benefit

consulting as providing advice on ben-
efit issues on a fee-for-service basis,

excluding health care and other claims

administration, compensation consult-
ing and non-benefit related consulting

including brokering insurance.
Listings begin with the year benefit

consulting began and parent compa-
ny, if any.

The services section lists the per-

cent of gross revenues a company de-
rives from benefit consulting. This figure

is broken down into the percent of
gross revenues generated from retire-
ment and savings plan consulting,
welfare plan consulting and employ-
ee benefit communications consult-

ing. Specific services provided in each
area are listed as well as other ser-

vices from non-benefit consulting activ-
ities.

Next are the locations or number of

locations of U.S. and foreign offices
conducting benefit consulting. Staff
information includes the number of

benefit consulting and professional staff
assigned to employee benefit consult-
ing and professional designations.

The total number of clients in 1996 is

given along with a breakout based on
the clients' type of business, which usu-
ally includes corporations, multiemploy-
er plans (pension or welfare plans ioint-
ly run by employers in the same indus-
try and a labor union), MEWAs-multiple
employer welfare arrangements (wei-
fare plans covering a group of unre-
lated employers, usually small firms or
individuals).

Methods of billing for services are

provided under compensation. Esti-

mated 1997 benefit consulting gross
revenues and 1996 benefit consulting
revenues are listed along with the per-
cent generated from U.S. offices. Esti
mated 1997 worldwide gross revenues
is also included when provided.

Names and titles of principal
officers, followed by the name of a

contact for those requesting further in-
formation, complete the listings.

Although every effort is made to pub-

lish complete and accurate listings,
Business Insurance\s unable to verify

all information provided by the compa-
nies.

Listed below are the full professional

designations for those abbreviated un-
der the staff heading:

ASA-Associate, Society of Actuaries;

CEBS-Certified Employee Benefit Spe-
cialist, CLU-Chartered Life Underwriter;

CPA-Certified Public Accountant; EA-

Enrolled Actuary; FSA-Fellow, Society
of Actuaries.

Benefit Controls Cos.

910 E. Washington St.,
Greenville, S.C. 29601;

864-242-9441 :fax: 864-232-6655

Benefit consulting since: 1978.
Services: 80% of revenues from benefit

consulting.
Retirement/savkigs plan consulting:

10% of revenues. Includes plan design con-
sulting, plan administra-ion consulting invest-
ment manager selection consulting, asset/in-
vestment consulting.

Welfare plan consulting: 68% of rev-
enues. Includes plan design consulting, in-
surer/broker selection consulting, evaluation
of service providers, health care cost contain-
ment.

Benefit communications consulting:
2% of revenues. In=ludes communications

consulting, booklet anc audiovisual prepara-
tion.

Other services: Brokering, health care.
Locations: Atlanta; Charlotte, Hickory and

High Point. N.C.; Colu-nbia and Greenville,
S.C.

Staff: 32 benefit consulting employees; 26
professionals, inducing three CLUs aid one
attorney.

Clients: 290 total: 90% corporations, 5%
MEWAs, 5% government agencies/entities.
No minimum size client

Compensation: By the project, commis-
sons, on retainer, by the hour: senior consul-
tant. $200; consultant, $175, clerical. $75; ac-

counting/auditing, $100.
Gross revenues: $3.8 million estimated

from worldwide benefit coisulting in 1997; $3
million in 1996; $4.7 mill or estimated total
worldwide 1997 revenue:. All revenues are
from the United States.

Officers: William A. Gantt Jr.. CEO; Dou-

glas Dellinger, William Foster, Michael
Bawkins, Edwin Icard, Carl Sharpe, Donald
E. Ward, Scott Gantt, branct presidents.

Con-act: T. Matthew Ganl, vp-marketing

Benefit Dynamics Inc.
10 Grove St, Cherry Hill, N.J. 08002;
605-662-7100; fax: 609-662-7228

Benefit consulting since: 1978
Services: 99% of revenies from benefit

consultng.
Retirement/savings plan consulting:

45% of revenues. Includes Elan design con-
sulting, defined benefit plan actuarial work,

III

The battle for talelirc(1 pcople has beg in, Recent stticlies

sllow that total compens:it on is playing a growing role iii

attracting and retaining the most talented. But it can do even

11 ore than tli:it. When iiigned with your busitiess strategy,

pension plan record keeping acninistration
systems consulting, plan/trust legal docu-
ment drafting, plan administration consulting,
investment manager selection corsulting

Welfare plan consulting: 37% of rev-
enues. Includes plan design consulting, in-
surer/broker selection consulting, Section
125 and Section 419 administration.

Benefit communications consulting:
17% of reverlies. Includes communications

consulting, benefit statement, booklet and
audiovisual preparation: interactive voice re-
sponse system.

Other services: Brokering.
Staff: 24 benefit consulting e-noloyees;

nine professionals, including one CEBS, one
CLU, one CPA and one EA

Clients: 2,450 total; 84% corporations, 4%
multiemployer olans, 12% MEWAs.

Compensmion: By the project, conmis
sions, on retairer, by the hour senior consul
tant, $250; consultant, $125, clerical, $75; ac
counting staff, $100.

Gross revenues: $1.5 million estimated

from worldwide benefit cons_Ilting n 1997:
$1.5 million in 1996. All revenues are from
the United States.

Officers: Jc-Ann Massanova iresident/

secretary: Carrnen La Verghetta, i p/treasur-

d* I

er.

Contact: Mark Moran or Jo-Ann Mas-

sanova.

Benefits+PPA

5435 Corporate Drive, Suite 150,
Troy, Mich. 48098-2624;
248-641 -7525; fax: 248-641 -7530

Services: 100% of revenues from benefit

consulting.

Retirement/savings plan consulting:
90% of revenues. Includes plan design con-
sulting, pension plan record keeping, plan
administration consulting, investment man-
ager selection consulting, asset/investment
consulting.

Welfare plan consulting: 10% of rev-
enues. Includes plan design consulting.

Staff: 50 benefit consulting employees; 45
professionals, including one CPA.

Clients: 391 total; 97% corporations, 3%
government agencies/entities. Minimum size
client: 25 employees.

Compensation: Asset-based fees and
per eligible employee administration fees.

Continued on nert page
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Continued from previous page
Gross revenues: $4.5 million estimated

from worldwide benefit consulting in 1997;
$4.5 million 'n 1996; $4.5 million estimated
total worldwide 1997 revenues. All revenues

are from tte United States.

Officers: Mark Wayne, presidenVCEO.
Contact: Laura Thomas, vp-marketing.

Benefit Solutions Inc.

Vanderbilt Drive,
Sands Point, N.Y. 11050;
516-944-0023; fax: 516-944-0024

Benefit consulting since: 1991.
Services: 100% of revenues from benefit

consulting
Retirement/savings plan consulting:

20% of revenues. Includes plan design con-
sulting, plan administration consulting, invest-
ment mar'ager selection consulting.

Welfare plan consulting: 80% of rev-
enues. Includes plan design consulting, in-
surer/broker seledion consulting, evaluation
of service providers.

Staff: Eight benefit consulting employees;
five professionals.

Clients: 100 total; 95% corporations, 5%

individuals.

Compensation: By the project, on retain-
er.

Gross revenues: $800,000 estimated

from worldwide benefit consulting in 1997;
$559,649 in 1996.

Officers: Louise Klimuszko, president;
James W. Barber, vp

Contact: Warren Sackman.

George Beram & Co. Inc.
233 Needham St.,
Newton, Mass. 02164-1502;
617-965-1200; fax: 617-244-5569

Benefit consulting since: 1975.
Services: 100% of revenues from benefit

consulting.
Retirement/savings plan consulting:

85% of revenues. Includes plan design con-
sulting, defined benefit plan actuarial work,
pension plan record keeping, plan/trust legal
document drafting, plan administration con-
sulting, investment manager selection con-
sulting.

Welfare plan consulting: 10% of rev-
enues. Includes plan design consulting, in-
surer/broker selection consilting, evaluation

points In the battle for talented people, you already have the tools
you need to win. We can show you how to make them work for
your company To learn more about designing compensation
programs that can increase your company's return on its

of service providers, health care cost contain-
ment.

Benefit communications consulting:
5% of revenues. Includes commun'cations

consulting; benefit statement, booklet ard
audiovisual preparation.

Staff: 28 benefit consulting employees;
including two FSAs, five ASAs, two CEBS:,
one CLU, two attorneys and three EAs.

Clients: 90% corporations; 2% multiem-
ployer plans; 1% MEWAs; 1% indivicuals;
1% government agencies/entities; 55: non-
profit employers.

Compensation: By the project, on retain-
er, by the hour.

Gross revenues: $5.2 million estimated
from worldwide benefit consulting in 1997; $5
million in 1996.

Officers: George Beram, president Philip
G. Brund, executive vp; Barry D. Cohen
CFO.

Contact: Christopher J. Nadeau, senior
consultant.

Blomquist & Co.
1 Oakbrook Terrace, Suite 812
Oakbrook Terrace, m 60181;
630-620-0200; fax: 630-620-0324
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Services: 100% of revenues from benefit

co-Gulting.
Retirement/savings plan consulting:

10% of revenues. Includes plan design con-
'sulting, defined benefit plan actuarial work,
.adm nistration systems consulting, plan/trust
lega document drafting, plan administration
consuling

Welfare plan consulting: 80% of rev-
enues. Includes plan design consulting, in-
surer/broker selection consulting, evaluation
of service providers, health care cost contain-
ment, plan document drafting.

Benefit communications consulting:
10% of revenues. Includes booklet prepara-
tion.

Staff: Nine benefit consulting employees;
six professionals, including one FSA, one
CLU and one EA.

Clients: 100% multiemployer plans. No
minimum size dient.

Compensation: By the project, on retain-
er, oy the hour: senior consultant, $195;
consultant, $195; clerical, $55

Gross revenues: $1.3 million estimated

from worldwide benefit consulting in 1997. All
revenues are from the United States.

Officers: Jack A. Diem, president; Paul E
Hawkins, executive vp; Kurt S. Starbuck, vp;

investment in human capital, call yo,ir local Watson Wyatt office
or l-800-851-4346, or  

visit our web site at 1)/ Zillr Wyatt
www. watsonwyatt.com. Making Scrategy WorkS

Jeffrey J. Smaba, senior consultant.
Contact: Jack A. Diem.

T.E. Brennan Co.

2 Plaza E., Suite 750,
330 E. Kilboum Ave.,
Milwaukee, Wis. 53202;
414-271-2232; fax: 414-271-0104

Benefit consulting since: 1985.
Services: 45% of revenues from benefit

consulting.
Retirementlsavings plan consulting:

5% of revenues. Indudes plan design con-
sumng.

Welfare plan consulting: 29% of rev-
enues. Includes plan design consulting, in-
surer/broker selection consulting, evaluation
of service providers, health care cost contain-
ment, expert witness, consultant outsourcing.

Benefit communications consulting:
11% of revenues. Includes communications

consulting, booklet preparation, employee
communications, human resources/benefit
outsourdng.

Other services: Compensation consult-
ing, general management consulting, expert
witness, risk management.

Staff: Five benefit consulting employees;
four professionals, induding one CEBS.

Clients: 81 total; 47% corporations, 33%
government agencies/entities, 20% not-for-
profit employers and associations. No mini-
mum size dient.

Compensation: By the project, on retain-
er, by the hour: senior consultant, $180;
consultant, $150; clerical, $75; expert wit-
ness, $250; conference attendance,
$1,500/day plus expenses.

Gross revenues: $850,000 from world-
wide benefit consulting in 1997; $650,000 in
1996; $1.9 million estimated total worldwide
1997 revenues. All revenues are from the

United States.

Officers: Arvid R. Tillmar, chairman/CEO;
Tom E. Gold, president.

Contact: Arvid R. Tillmar.

Buck Consultants Inc.

2 Pennsylvania Plaza,
New York, N.Y. 10121-0047;
212-330-1000; fax: 212-695-4184

Benefit consulting since: 1916.
Parent: Mellon Bank Corp.
Services: 100%* of revenues from benefit

consulting.
RetiremenVsavings plan consulting: In-

dudes plan design consulting, defined bene-
fit plan actuarial work, pension plan record
keeping, administration systems consulting,
plan/trust legal document drafting, plan ad-
ministration consulting, investment manager
selection consulting, asset/investment con-
sulting, pre-retirement and financial planning
seminars, employee education, executive
benefits consulting, outsourcing/re-engineer-
ing, international benefit consulting, merg-
ers/acquisition/divestnure transactions.

Welfare plan consulting: Includes plan
design consulting, insurer/broker selection
consulting, evaluation of service providers,
health care cost containment, evaluation of
post-retirement/post-employment benefit lia-
bilities, managed care consulting, flexible
benefits, group actuarial, workers compen-
sation, dependent care consulting, employ-
ee focus groups, health care provider con-
sulting, welfare plan administration/outsourc-
ing.

Benefit communications consulting: In-
cludes communications consulting; benefit
statement, booklet and audiovisual prepara-
tion; interactive communications; participant
service center; new media.

Locations: 30 U.S.; 32 non-U.S.
Staff. 2,600 benefit consulting employees;

2,106 professionals, induding 89 FSAs, 151
ASAs, 45 CEBSs, 12 CLUs, 16 CPAs, 51 at-
torneys and 177 EAs.

Clients: 5,000 total; 80% corporations;
20% non-profit organizations, governmental,
multi/multiple employer plans.

Compensation: By the project, commis-
sions, by the hour.

Gross revenues: $302 million estimated
from worldwide benefit consulting in 1997
(75% from U.S. locations); $238.6 million in
1996 (75% from U.S.); $304 million estimat-
ed total worldwide 1997 revenues (75% from
U.S.).

Officers: Joseph A. LoCicero, president/
CEO; Merril S. Delon, secretary; Karl Lohwa-
ter, general counsel; Gary Stephen, treasur-
er.

Contact: Edward Gadowski, marketing
department, 500 Plaza Drive, Secaucus, N.J.
07096-1533.

' Includes compensation and general management
consumng

Continued on page 23



11

1

Z

Z
n

.E=

R
Z

E

Z

E

R

401(10

Int"ll'rjlf:'Int/Ning/Ntrair:|f:liraliti/,91

Investment Capabilities
Domestic Equity

Value

Growth

Small Cap

Domestic Fixed Income

Short Term

Long Term
High Yield

International Equity

International Fixed Income

Real Estate

*MA*

11'91,91,91191,·JI,Jlrill-Jlrilrilrilrulfjlful

RP
Zk
El
El

* 1
2

Ef

31

&R
Zt
2*

2*

2 5

14,1»

- O 0

>f

.

-Dl L
3\16- C -- 2

-lfr

/6 *21

i

r

+ 6-

Serving Businesses Of All Sizes

USER-FRIENPLY EMPLOYEE COMMUNICATIONS

ON-LINE

INFORMATION

¢s ©05.,"I/,16.0-n"9?*Ict/.1/6"5494/.3/4.-"*>/»-,-+ 3. 6...-,r:rri, . 0* -a, R.,-r. '

i 401(k) 0 Group Dental, Disability, Life, Vision, Long-Term Care,
.........

* By volume in force as of 12/3 1 /96. BesrWeek, Life/Health, 6/30/97.
" Group insurance products and annuities issued by Metropolitan Life Insurance Company. Auto & Homeowners Insurance imderwritten by Me[ropolican Property and Casualty Insurance

Company and Affiliates, Warwick, Rl.



A A

0

& f Voluntary Benefits Group
•One source to meet employee needs

"*D j • Eases administrative burden

A leader in managed

Disability benents
....

C-------1

Dental
Quality Service,

Better Value

#1 in Group Life

GET MET. IT FAYS.®
1-800=Metlife®

www.metlife.com/business *
Contact your broker, insurance consultant or MetLife

account representative, and ask about MetUfe for business.

Auto & Homeowners Insurance • Investments & Asset Management • Voluntary Benefits

*** Investment managemen[ services provided by Metropoli[an Life Insurance Company, State Street Research & Management Company, or affiliated companies. H9708SAC-MLIC-LD
© 1997 Mecropolitan Life Insurance Co. NY, NY PEANUTS © United Feature Syndicate. Inc.



0

U

0

U

0

U
M

I MANAGED CARE PROVIDERS I MANAGED CARE PROVIDERS I

M
0

0

r :2, ,-b/**Milg:*6*0/Mmiw

DIRECTORYOF

MANAGED CARE PROVIDERS
Publishing -December 29, 1997
Ad Closing -December 15, 1997

Business
Insumince®
www.businessinsurance.com

New York: 212-210-0133 . Fax: 212-210-0704

Chicago: 312-649-5276 . Fax: 312-649-7937
Los Angeles: 213-651-3710•Fax: 213-655-8157

6
*1
0

¤

0



Business Insurance, December 8, 1997 / 23

Continued fron: page 19 ation, employee assistance program vendor Coopers & Lybrand L.L.P.- Retirement/savings plan consulting· Karen Nicholson, manager-benefits adminis-
Burke Group L.L.C. evaluation, managed mental health strate- The Kwasha Lipton Group 20% of revenues Includes plan design con- tration

gies, comprehensive monthly finanaal mont- suit,ng, defined benefit plan actuartal work,10 East St, toring system, ERISA compliance, negotia- 1100 Campantle Building, 155 pension plan record keeping, administration
Honeoye Falls, N Y 14472, tions with Insurers/service organizations, Peachtree St, Atlanta, Ga 30309, systems consulting, plan/trust legal docu-
716-624-5500, fax 716-381-6724 preparations of utilization review studies, 404-870-1100

ment drafting, plan admnistration consulting, The Epler Co.
450 B St, Suite 750,

Benefit consulting since: 1989 general plan administration/claims settle- 2100 N Central Road, investment manager selection consulting, re-
Services. 95% of revenues from benefit ment assistance, surveys, general research Fort Lee, N J 07024, tirement plan strategy, litigation support, San Diego, Calif 92101,

consulting on benefits, update state/federal legislative 201-592-1300, fax 201-592-9075 ESOPs, operational reviews, outsourcing, 619-239-0831, fax 619-239-0807

Retirement/savings plan consulting: early retirement windows, personal financialdevelopments
Beneht consulting since: 1898 Benefit consulting since. 1971Benefit communications consulting: planning70% of revenues Includes plan design cor- Services: 90% of revenues from benefitServices: 80% of revenues from beneftt

sulting, defined benefit plan actuarial work,
10% of revenues Indudes communications Welfare plan consulting 10% of rev-

consultingconsulting, booklet preparation, document consulting
pension plan record keeping enues Includes plan design consulting, in- Retirement/savings plan consulting.Retirement/savings plan consulting:

Welfare plan consulting: 15% of rev- preparation (welfare plan documents/sum- surer/broker selection consulting, evaluation 65% of revenues Includes plan design con-
enues Includes plan design consulting, eva- mary plan descnphon) 63% of revenues Includes plan design con- of service providers, health care cost contain- sulting, defined benefit plan actuanal work,C)ther services. Brokenng, claims admin- sulting, defined beneft plan actuarial work,uation of service providers ment, managed care consulting, health actu-

Istration, educational seminars for d,ents on pension plan record keeping, administration pension plan record keeping, plan/trust legal
Benefit communications consulting. anal, cafetena and flex plans, pricing state-

document drafting, plan administration con-
money management and estate systems consulting, plan/trust legal docu- gies for providers, daims/utilization review

10% of revenues Indudes communications planning/development of managed care ment drafting, plan administratton consulting, audits, network development, health reform sulting, investment manager selection con-
consulting, benefit statement and booklet sumnginvestment manager selection consulting. strategy, performance auditspreparation workers compensation programs

Welfare plan consulting: 20% of rev-Staff· Seven beneht consulting employ- asset/investment consulting, cornpliance au- Benefit communications consulting:Other services Compensation consult- dit enues Includes plan design consulting, in-ees, four professionals 5% of revenues Includes communications
Ing Welfare plan consulting· 9% of rev- surer/broker selection consulting, evaluation

Locabons. Syracuse, N Y Clients: 88% corporations, 7% individuals, consulting, benefit statement, booklet and of service providers, health carecost contain-
Staff· 30 benefit consulting employees, 24 5% government agencies/entities Minimum enues Includes plan design consulting, m- audiovisual preparation, communications au-

surer/broker selection consulting, evaluation ment

professionals, including two CEBSs and two size client 50 employees dits, customized computer communications, Benefit communications consulting.Compensation: By the project, commts- of service providers, health care cost contain- diagnostic surveys/focus groups, interactive 5% of revenues Indudes benefit statement

Clients:. 400 total, 85% corporations, 5% sions, on retalner, by the hour senior consul- ment, satisfaction surveys, feasibility studies, voice response systems, multimedia, Inter-
and booklet preparationtant, $100 to $135, consultant, $70 to $110, alliance and network creation, risk manage-

multiemployer plans, 10% government ager- net/intranet solutions
ment Other services. Compensation consult-

cles/entittes Minimum size client 200 em- computer programmer, $60 Other services. Compensation consult-
Benefit communications consulting: ing, brokenng

ployees Gross revenues. $940,500 estimated ing, general management consulting, human Stafl: 15 benefit consulting employees, 12from worldwide benefit consulting in 1997, 8% of revenues Includes communications
Compensation: By the project, on retain- resources strategies include transformation, professionals, Including two FSAs and one$865,300 in 1996, $1 2 million estimated to- consulting, benefit statement, booklet and

er, by the hour senior consultant, $100 to performance management and compensa- ASA
tai worldwide 1997 revenues All revenues audiovisual preparation, Interactive voice re-

$150, consultant $80 to $100, clerical $30 tion, employee communications, learning/de-
Clients: 52 total, 75% corporations, 25%are from the United States sponse, employee service center, strategic velopment, integrated health group servicesto $40 government agencies/entibes

Officers: Ronald Reshefsky, president, employee communications
Gross revenues $25 million estimated include employer services, payer/provider

Other services· Compensation consult- Compensation. By the project, by theRichard J Leonard, Gary H Morris, senior services and health actuanal services, Insur-from worldwide benefit consulting In 1997, vps, Ellen R Segal, Mitchell L McEwen, vps ing, general management consulting, claims hour senior consultant, $250, consultant,
$1 5 million in 1996, $26 million estimated ance consulting indudes regulatory, financial

administration, organizational effectiveness $125, dencal, $40
total worldwide 1997 revenues All revenues Contact· Richard J Leonard, senior vp reporting and actuanal valuations and risk

and development, diversity, human capital Gross revenues. $1 4 million estimated
are trom the United States assessmenVmanagement services

management from worldwide benefit consulting in 1997,
Officers Patnck C Burke, managing prin- Locations 50 US,38 non-U S

Locations. 24 US,68 non-U S $1 3 million in 1996, $1 5 million estimated
cipal, Richard E Burke, Russell Morse, Chicago Consulting Staff: 879 benefit consulting employees,

Staff: 3,710 benem consulting employees, total worldwide 1997 revenues All revenues
765 professionalsSteven Depernor, principals, John Erdle, Actuaries L.L.C. are from the United States2,890 professionals, including 93 FSAs, 120 Compensation: By the project, on retain-CFO 216 S Jefferson St, Suite 600, ASAs, six CEBSs, three CLUs, 20 CPAs, 12 Officers: Jane Barry, president, Lin Ball,

Contact: Scott Tartaglia Chicago, Ill 60661, 312-454-3222,
er, by the hour

attorneys, and 121 EAs Lou Filliger, vps
Gross revenues $1538 million estimat-

fax 312454-1213 Clients· 90% corporations, 5% multlem- ed from worldwide benefit consulting In 1997

Benefit consulting since: 1991
ployer plans, 5% government agencies/ent,- (84% from U S locations),$1286 million in

Byerly & Co. Inc. ties No minimum size dient
Services: 85% of revenues from benefit 1996 (84% from U S), $439 miilion estimat- Ernst & Young L.L.P.

Compensation. By the project, on retain-7600 E Orchard Road, Suite 250-S, consumng ed total worldwide 1997 revenues (49% from 1 Indiana Square, Suite 3400,
Englewood, Colo 80111, er, by the hour

Retirement/savings plan consulting: US)
Gross revenues $505 million estimated Indianapolis, Ind. 46204,

303-220-7575, fax 303-220-7010 70% of revenues Includes plan design con- Officers. Maunce M Sm,th, national direc- 317-681-7116, fax 317-681-7555
sulting, defined benefit plan actuanal work, from worldwide benefit consulting in 1997 tor, Richard Berens, pnnapal-in-charge, Min-

Beneflt consulting s,nce. 1959
plan administration consulting, asset/liability

(62 4% fromUS locabons),$363 2 million in neapolls, Ainar Ayala, associate national di- Benefit consulting since: 1987
Parent. Arthur J Gallagher & Co

forecashng, asset allocation studies
1996 (55% from U S), $630 million estimat- rector, Tim Garmager, pnncipal-Chicago, Services. 84% of revenues from benefit

Services 62% of revenues from benef,t
Welfare plan consulting. 15% of rev- ed total worldwide 1997 revenues (57 9% Richard Kleinert, prinapal-in-charge, Los An- consulting

consulting
enues Includes plan design consulting,

fromUS) Retirement/savings plan consulting In-geles, Susan Achenbach, pnncipal-in-
Welfare plan consulting: 50% of rev- health care cost containment, actuanal valu- Officers. Reed Keller, vice chairman-hu- charge, Chicago cludes plan design consulting, defined bene-

enues Includes plan design consulting, In- man resource advisory, Frank Ram, Robert
ations for post-retirement welfare plans Contact. Ainar Ayala, 2 World Financial fit plan actuarial woR, pension plan record

surer/broker selection consulting, evaluation
Other services· Software development, Byrne, managing pnnapals, Randy Hamson, Center, New York, N Y 10281, 800-672- keeping, administration systems consulting,

of service providers, health care cost contain-
PBCG premium audits

Anthony Martin, pnncipals 6350 plan/trust legal document drafting, plan ad-
ment, compliance services

Staff 23 benefit consulting employees, 21
Contact: Sid Mendelson, The Kwasha ministration consulting, investment manager

Benefit communications consulting:
professionals, induding nine FSAs, six ASAs

Lipton Group, 201-592-1300 selection consulting, operational/compliance
12% of revenues Includes communications reviews, transactional-related workand six EAs
consulting, benefit statement, booklet and

Clients· 60 total, 100% corporations
audiovisual preparation design consulting, insurer/broker selectionCompensation· By the project, by the Frank Crystal BenefitsOther services. Compensation consult- hour senior consultant, $225 to $325, 40 Broad St , New York, NY 10004,

Welfare plan consulting Includes plan

consulting, evaluation of service providers,
ing, brokenng, general management consult- consultant, $125 to $200, dencal, $60 health care cost containment, managed dis-
Ing, claims administration, customer service, 212-504-5851, fax 212-269-6612

Gross revenues· $37 million estimated ability, time loss
flexible spending, COBRA administration,

from worldwide benefit consulting In 1997, Benefit consulting since. 1982 Employee communications consulting·
premium administration $33 milhon In 1996, $44 million estimated Parent: Frank Clystal & Co Inc Includes communications consulting, benefitEmpire ProfessionalLocations: Gold River, Calif, Baton Services 80% of revenues from benefit statement preparation, financial educationtotal worldwide 1997 revenues All revenues
Rouge, La, Hamsburg, Pa Services Inc.

are from the United States consulting and related tools for employees
77 Sully's Trail, Pmsford, N Y 14534,Stafl: 34 benefit consulting employees, 17 Officers: Thomas S Terry, president, Welfare plan consulting 80% of rev- Other services: Compensation consult-

professionals, including 10 CEBSs, 2 CLUs James R Baumstark, Harold S Cooper, enues Includes plan design consulting, in- 716-264-4400, fax 716-2644450 ing, general management consulting
and one CPA Locations: Los Angeles, San Francisco,Lina Flores Hilko, James G Peard, pnnci. surer/brokerselection consulting, evaluation Benefit consulting since·1974

Clients 400 total, 85% corporations, 20/, pals of service providers, health care cost contain- Parent Finger Lakes Blue Cross & Blue Washington, Tampa, Fla, Atlanta, Chicago,
multlemployer plans, 4% MEWAs, 9% gov- Contact: Thomas S Terry ment New Orleans, Minneapolis, St Louis, NewShield
emment agencies/entities York, Cleveland, Columbus, Ohio,Other services· Brokenng, qualified retire- Services 44% of revenues from benefit

Compensation: By the project, commis- ment plan consulting/insurance placement Greenville, SC, Dallas, Houston
consult,ng

sions, on retatner, by the hour senior consul-
CODA Inc. Locations: San Francisco, Fort Laud- Retirement/savings plan consulting Staff: 600 benefit consulting employees,

tam, $230, consultant, $185, clencal, $60 erdale, Fla, New York, Houston 29% of revenues Includes plan design cori- 550 professionals
Gross revenues. $40 million estimated 900 Roosevelt Pati(way, Suite 640, Compensation. By the project, on retain-Staff: 26 benefit consult,ng employees, 20 sulting, defined benefit plan actuarial work,

from worldwide benefit consulting In 1997, Chesterfield, Mo 63017, er, by the hourprofessionals, including two CEBSs and pension plan record keeping, plan/trust legal$37 million in 1996, $64 million estimated 314-537-0224, fax 314-537-0584 three CLUs document drafting, plan administration con-
Gross revenues $84 million estimated

total worldwide 1997 revenues All revenues from worldwide benefit consulting in 1997Benefit consulting since: 1986 Clients: 500 total, 90% corporations, 10% sulting, FAS 106 consulting
are from the United States

Parent· Kirke-Van Orsdel Inc individuals Minimum size dient 10 employ- Welfare plan consulting. 11% of rev- (79% from U S locations), $82 milhon In
Officers. Robert N Morehead, area presk ees 1996 (78% from U S), $100 million estimat-Services 100% of revenues from benefit enues Includes plan design consulting, in-

dent, Mark E Hogan, area executive vp, Compensation· By the project, commis- surer/broker selection consulting, evaluation ed total worldwide 1997 revenues (79% from
Jane M Gruhl, David F Uppinghouse,

consumng
Welfare plan consulting: 90% of rev- sions US)of service providers, health care cost contain-

Robert Kauffman, area vps Gross revenues: $48 million estimated Officers: Jim Bosserman, Steve Harrold,
enues Indudes plan design consulting, in- ment, cafetena plan consult,ng
surer/broker selection consulting, evaluation from worldwide beneht consulting in 1997, Benefit communications consulting· John Moyer, Dave Kautter, Dan Garner,

Mike Bishko, Bob Garner, Ron Barton, Billof service providers, health care cost contain- $39 million in 1996, $6 milhon estirnated to- 5% of revenues Includes communications
Amone

ment tai worldwide 1997 revenues All revenues consulting, booklet and audiovisual prepara-
are from the United StatesBenefit communications consulting: tion, cafetena plan enrollments

Officers James W Crystal, chairman/10% of revenues Indudes benefit statement, Other services: Claims administration,

booklet and audiovisual preparation CEO, Arthur J bttmann, executive vp/CFC), flexible spending account and benefits ad-
Century Financial Services Locations: Los Angeles, Atlanta, Chica- Vincent Gandolfo, senior managing director ministration

185 N W Spanish River Blvd, Suite 90, Des Moines, Iowa, St Louis, Charlotte, Contact: Vincent Gandolfo Locations. Rochester, N Y
NC Staff. 14 benefit consulting employees, 14170, Boca Raton, Fla 33431,

561-362-0111, fax 561-362-0133
Staff: 150 benefit consulting employees, professionals, induding one ASA, one CEBS

and one EA Findley Davies Inc.
Benefit consulting since: 1985 5EY:ZE:52%12 :13s, five Clients. 865 total, 98% corporations, 1%
Services: 80% of revenues from benefit Clients 80 total, 99% corporations, 1%

300 Madison Ave, Suite 1000,
individuals, 1% government agencies/enti-

Toledo, Ohio 43602-1596,
consulting government agenaes/entlties Minimum size ties

419-255-1360, 419-259-5685Retirement/savings plan consulting: dient 2,000 employees Compensation By the project, by the
10% of revenues Includes plan design con- Compensation· By the project, commis- hour senior consultant, $150, consultant,

Deloitte & Touche L.L.P./ Benefit consulting since: 1969
sulting, plan/trust legal document drafting, sions, on retainer, by the hour $125, actualy, $175 Services. 50% of revenues from benefit

plan administration consulting, investment Gross revenues· $162 mill,on estimated Employee Benefit Group Gross revenues: $13 million estimated consumng
manager selection consulting, evaluation of from worldwide benefit consulting in 1997, 10 Westport Road, from worldwide benefit consulting in 1997, Retirement/savings plan consulting:
other service providers $6 5 million in 1996, $162 million estimated $1 4 million in 1996, $2 8 million est,mated 30% of revenues Includes plan design con-Wilton, Conn 06897-0820,

Welfare plan consulting· 60% of rev- total worldwide 1997 revenues All revenues
203-761-3000, fax 203-834-2246 total worldwide 1997 revenues All revenues sulting, defined benefit plan actuanal work,

enues Includes plan design consulting, in- are from the United States are from the United States pension plan record keeping, administration
surer/broker selection consulting, evaluation Olficers: Jeff Daws, CEO, Michael Benon, Benefit consulting since: 1978 Omcers: Gus A Platas, vp/general man- systems consulting, plan/trust legal docu-
of service providers, flexible benefit president Services: 35% of revenues from benefit ager, Paula Moran, director-retirement plan
design/administration, HMO analysts/negot,- Contact: Sherry Sobacke consumng services, Michael Tuca, senior actuary, Cont:nued on next page
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Continued from preutous page tms No minimum see client Benefit consulting since· 1972 Welfare plan consulting 90% of rev- Benefit consulting since· 1984
Compensation· By the project, by the Services· 31% of revenues from benefit enues Includes plan design consulting, in- Services 100% of revenues from benefit

ment draft,ng, plan administration consumng,
hour senior consultant, $300, consultant, consulting surer/broker selection consulting, evaluation consulting

investment manager selection consulting
$200, dencal, $100 Welfare plan consulting· 31% of rev- ofservice providers, health care cost contain- Welfare plan consulting: 80% of rev-Welfare plan consulting 15% of rev-

Gross revenues $25 million estimated enues ment enues Includes plan design consulting, In-enues Includes plan design consulting, in-
from worldwide benefit consulting in 1997 Other services Brokenng, daims admin- Benefit communications consulting surer/broker selection consulting, evaluationsurer/broker selection consulting, evaluation
(85% from U S locations), $23 million in 1996 Istration, adjust,ng, risk management, man- 10% of revenues Includes communications of service providers, health care cost contain-of service providers, health care cost contain-
(85% from U S ), $25 million estimated total aged care, insurance pools administration, consulting, telephone/computer aided com- ment, lectunng on program designment, daim audits
worldwide 1997 revenues (85% from U S ) eligib lity services munications Benefit communications consulting.Benefit communications consulting:

Officers Kenneth Shapiro, president, Locations Campbell, Fresno, Irvine, Staff Eight benefit consulting employees, 20% of revenues Includes communications5% of revenues Includes communications
Michael Cotter, Mane DuFresne, Edwin Hus- Riverside, Oakland, Sacramento, San Diego six professionals, including two CEBSs and consulting, benefit statement, booklet andconsulting, benefit statement, booklet and
tead, Kurt Fichthom, senior vps and Westlake Vii age, Calif one CLU audiovisual preparation, evaluating commu-audiovisual preparation, focus groups, am-

Contact Kenneth Shapiro Staff 118 benefit consulting employees, Clients 47 total, 70% corporations, 20% nications of service providerstude surveys
77 professionals, including four CEBSs, five MEWAs, 10% government agencies/entities Staff 32 benefitconsulting employees, 30Other services· Compensation consult-
CLUs, one CPA and two attorneys No minimum size client professionalsing, general management consulting, claims Hewitt Associates L.L.C. Clients 600 total, 5% corporations, 95% Compensation By the project, commis- Clients 90% corporations, 10% govern-administration, actuanal planning, retirement

100 Half Day Road, government agencies/entities sons, on retainer, by the hour senior consul- ment agencies/entities No minimum sizeplanning, record keeping
Lincolnshire, Ill 60069, Compensation: By the project, commis tam, $240, consultant, $180, clencal, $65 client

Locations Cleveland, Charlotte, N C
847-295-5000, fax 847-295-7634 sions, on retainer, by the hour senior consul- Gross revenues $750,000 estimated Compensation By the project, on retain-Staff· 43 benefit consulting employees, 28

tant, $200, consultant, $160, clerical, S45 from worldwide benefit consulting in 1997, er, by the hour senior consultant, $200,professionals, including one FSA, two ASAs, Benefit consulting since· 1940
three CEBSs, one CLU, five CPAs and three Gross revenues $139 million estimated $625,000 in 1996, $750,000 estimated tolal consultant, $100, clencal, $25

Services 88% of revenues from benefit
from worldwide benefit consulting in 1997 worldwide 1997 revenues All revenues are Gross revenues $500,000 estimated

attorneys consumng $13 2 million in 1996, $456 millionesimatec from the United States from worldwide benefit consulting In 1997,Clients 700 total, 94% corporations, 1% Retirement/savings plan consulting. In- total worldwide 1997 revenues All revenues Officers Jere L Cowden, president, Mer- $600,000 m 1996
multiemployer plans, 5% government agen- cludes plan design consulting, defined bene- are from the United States le W McGee, secretary, Daniel A Hynes, vp Officers Dale Mast, president/CEO, Ericcies/enttles fit plan actuanal work, pension plan record Officers John R Keenan, president, Contact Jere L Cowden Masi, vp/treasurer

Compensation By the project. by the keeping, administration systems consulting, CEO, David J De Wenter, executive Contact Dale Mast
hour plan/trust legal document drafting, plan ad- vp/COO, Keith R Pippard, CFO, Sean K

Gross revenues. $5 8 million estimated ministration consulting, investment manager Smith, president-schools Mack & Parker Inc.

from worldwide benefit consulting in 1997, selection consulting, asset/investment con- Contact Sean K Smith 55 E Jackson Blvd,
$52 million in 1996 $95 million estimated sulting, participant services Chicago, Ill 60604, William M. Mercer Cos. Inc.
total worldwide 1997 revenues All revenues Welfare plan consulting. Includes plan 312-922-5000, fax 312-922-5358 1166 Ave of the Amencas,
are from the United States design consulting, insurer/broker selection New York N Y 10036,

Officers Robert Rogers, Marc Stockwell, consulting, evaluation of service providers, Kennedy Consulting Group Benefit consulting since 1935 212-345-7000
Bnan Hubbell, Gary Thieman, Scott Hamn- health care cost containment 1460 Renaissance Dnve, Suite 210, Services. 19 3% of revenues from benefit

er, pnnapals Benefit communications consulting In- Park Ridge, Ill 60068, consulting Benefit consulting since: 1975
Contact· Gary Thieman cludes communications consulting, benefit 847-299-7000, fax 847-299-7071 Retirement/savings plan consulting Parent Mercer Consulting Group

statement, booklet and audiovisual prepara- 25% of revenues Includes plan design con- Services 70% of revenues from benefit
Beneht consulting since 1990

bon, employee listening services sulting, plan administration consulting, invest- consulting
Services 10£% of revenues from benefit ment manager selection consulting Ret,rement/savings plan consultingOther services Compensation consult-

Ing, organizational effectiveness consulting
consulting Welfare plan consulting 186% of rev- 48% of revenues includes plan design con-

Locations 29 US,41 non-U S Retirement/savings plan consulting enues Includes plan design consulting, in- sulting, defined benefit plan actuarial work,
Staff 7,400 total, 4,450 professionals* 5% cf revenues Includes plan design con- surer/broker select,on consulting, evaluation administration systems consulting, plan/trust

Halliwell Consulting Group
sulting, plan administration consultng

Compensation: By the project, by the of service providers, health care cost contain- legal document drafting, plan administration
Welfare plan consulting 90% of rev-

393 Vanadium Road, hour ment consulting, investment manager selection
enues Includes plan design consulting, in-

Pittsburgh, Pa 15243, Gross revenues $624 million estimated Benefit communications consulting consulting, asset/investment consulting
surer/broker selection consulting, evaluatior 3 7% of revenues Includes communications Welfare plan consulting 18% of rev-

412-429-3300,fax 412429-3310 from worldwide benefit consulting in 1997
(962% from U S locations), $488 million in of service providers, health care cost contain- consumng enues Includes plan design consulting, in-

ment, PPO network development, HMO rate Other services· Brokenng, claims admin- surer/broker selection consulting, evaluationBenefit consulting since. 1973 1996, $709 million estimated total worldwide
negobatton, fund ng/financial analysts strate- istration of service providers, health care cost contain-Services. 70% of revenues from benefit 1997 revenues (962% from US)**

consumng Olicers· Dale L Gifford, chief executive
gic planning Staff 100 total ment, health claims analysis, workers com-

Benefit communications consulting.
Retirement/savings plan consulting * May Induce non·benefit consult,ng employees. Clients 150 total, 90% corporations, 2% pensation, medical management, disability

60% of revenues Includes plan design con- - Fiscal year ends Sept 30 5% of revenues Includes comm-inications
tndiv,duals, 8% government agencies/enti- management

sulting, defined benefit plan actuanal work

e
consulting, customized enrollment matenals ties No minimum size client Benefit communications consulting

Staff Five benefit consulting employees,Welfare plan consulting. 10% of rev- Compensation: By the proJect, commis- 4% of revenues Includes communications
four professionals, including one CLU and

enues Includes plan design consulting, In- sions, on retainer consulting, benefit statement, booklet and
one attorney Gross revenues $21 million estimated audiovisual preparation, Interacbve benefitsurer/broker selection consulting, evaluation

Clients· 66 total, 71% corporations, 6% from worldwide benefit consulting in 1997, communicationA/oice responseof service providers, health care cost contain-
ment Howard Johnson & Co. multiemployer plans, 18% governmentagen- $21 million in 1996, $10 7 million estimated Other services Compensation consult-

Other services Risk management con- 101 E 52nd St, 11th Floor, cles/entities, 5% professional associations total worldwide 1997 revenues All revenues inN, general management consulting, claims
No mimmum size dient

sulting, professional litigation witness New York, N Y 10022, are from the United States administration, actuanal consulting not relat-
Compensation By the project, or retain-Staff 11 benefit consulting employees, 10 212-758-5900, fax 212-758-3625 Officers· Edward E Mack 111, chairman, ed to employee benefits

er, by the hour senior consultant, $150 to
professionals, Including two FSAs, two Martin P Hughes, president, Veronica E Locations 40 US,65 non-U S

Benefit consulting since. 1965 $200, consultant, $100 to $150
ASAs, one CEBS and five EAs Campbell, CFO, Robert J Jonak, Marie E Staff 5,425 professionals, including 1,045

Clients 140 total, 65% corporations, 15%
Services 973% of revenues from benefit Gross revenues $725,000 estimated Raninger, vps FSAs, 125 CEBSs and 30 attorneys

consumng from worldwide benefit consulting in 1997,
multiemployer plans, 20% government agen- Clients 87% corporations, 1% multiem-

cies/entities Minimum size client 25 emplor Ret,rement/savings plan consulting. $710,000 in 1996, $725,000 estimated total ployer plans, 1% MEWAs, 9% government
82% of revenues Includes plan design con- worldwide 1997 revenues Mahoney & Associates

ees agencies/entittes, 2% other Minimum size
sulting, defined benefit plan actuanal work, Officers. James P Kennedy, president,

Compensation By the project, on retain-
1 Monarch Place, Suite 1840, client 100 employees

er, by the hour senior consultant, $185, con- pension plan record keeping, administratton John P Storto, vp Spnngfield, Mass 01144, Compensation By the project, on retain-
sultant, $150, clencal, $50 systems consulting, plan administration con- Contact James P Kennedy 413-788-7303, fax 413-781-0701 er, by the hour

Gross revenues $1 2 million estimated sulting, administration of multiple benefit
Benefit consulting since 1975

Gross revenues $951 million estimated

from worldwide benefit consulting in 1997, plans m a single integrated database, total from worldwide benefit consulting in 1997Services 70% of revenues from benefit
$1 1 mulion in 1996, $1 6 million estimated beneft outsourcing The Kooper Group (61% from U S locations), $790 million in

Welfare plan consulting 127% ofrev- consulting
total worldwide 1997 revenues All revenues 770 Lexington Ave, 14th Floor, 1996 (60% from U S )1$1 4 billion eshmated

enues Indudes plan design consulting, insur- Retirement/savings plan consulting
are from the United States New York, NY 10021, total worldwide 1997 revenues (63% from

5% of revenues Includes plan design con-
Officers Paul D Hall,well, president, er/broker selection consulting, evaluation of

212-755-0800, fax 212-755-0831 US)
service providers, health care cost contain- sulting, plan administration consulting, invest-

Thomas S Baily, vp Officers Peter Coster, president, Jean-
ment manager selection consulting, asset/in-

Contact William E Hough, 412-429- ment, experience monitonng and analysis, Benefit consulting since 1966 Louis Bourbeau, Peter Felton, Timothy J
3312 pncing, enrollment and ongoing administration Services 85% of revenues from benefit vestment consulting

Lynch, Vikesh Mahendroo, Ronald M Walk-
via interactive voice response, outsourcing consumng Welfare plan consulting· 60% of rev-

enues Includes plan design consulting, in-
er, vps

Benefit communications consulting Welfare plan consulting 80% of rev-
Hay/Huggins Co. Inc. 26% of revenues Includes communications enues Includes plan design consulting, in- surer/broker selection consulting, evaluation

229 S 18th St, consulting, benefit statement, booklet and surer/broker selection consulting, evaluation of service providers, health care cost contain-
ment

Philadelphia, Pa 19103, audiovisual preparation of service providers, health care cost contain- Milliman & Robertson Inc.
Benefit communications consulting

215-875-2300 Other services. Compensabon consulting ment 1301 Fifth Ave, Suite 3800,
Locations. Los Angeles, San Francisco, Benefit communications consulting·

5% of revenues Includes communications Seattle, Wash 98101-2605,
Benefit consulting since 1911 Atlanta, Jersey City, NJ, Seattle and 5% of revenues consumng 206-624-7940, fax 206-340-1380
Parent: Hay Group Spokane, Wash, London, Dublin, Ireland Other services Brokenng Other services Compensation consult-

ing, brokenng, Ide insurance Benefit consulting since 1947Services 100% of revenues from benefit Staff 375 total Staff: 42 benefit consulting employees, 25
consumng Locations Fort Lauderdale and Tampa, Services 33% of revenues from benefit

Clients 300 total, 100% corporations professionals
Fla consumngRet,rement/savings plan consulting Minimum size client 1,000 employees Clients. 700 total, 100% corporations No

60% of revenues Includes plan design con- Staff 16 benefit consulting employees, 11 Retirement/savings plan consultingCompensation By the project, by the minimum size dlent
professionals, including one ASA, oie 30% of revenues Includes plan design con-sulting, defined benefit plan actuarial work, hour Compensation By the project, commis-

pension plan record keeping, administration Gross revenues: $35 million estimated sions, on retainer, by the hour CEBS, one CLU, one CPA and one attorney sulting, defined benefit plan actuarial work,
Clients 125 total, 100% corporations pension plan record keeping, administrationsystems consulting, plan/trust legal docu- from worldwide benefit consulting in 1997, Gross revenues $7 million estimated

ment draftlng, plan administration consulting, $28 million in 1996 from worldwice benefit consulting n 1997, $6 Minimum size client 25 employees systems consulting, plan/trust legal docu-

investment manager selection consulting Officers Howard J Johnson, chairman/ million In 1996 All revenues are from the Compensation By the project, commis- ment drafting, plan administrationconsulting,
sions, on retalner, by mutual agreement, by Investment manager selection consulting,Welfare plan consulting 30% of rev- CEO, Nancy B Greer, CFO, Kent P Buck- United States
the hour senior consultant, $175, consultant, asset/investment consultingenues Includes plan design consulting, In- les, director-consulting offices/professional Officers. Michael Kooper, presdent
$150, dencal, $35 Welfare plan consulting: 2% of rev-surer/broker selection consulting, evaluation centers, John R Claus, director-training/spe-

Gross revenues $17 million estimated enues Includes plan design consulting, in-of service providers, health care cost contain- cial projects, Brendan OFarrell, director-
ment from woridwide benefit consulting In 1997, surer/brokerselectionconsulting, evaluationHoward Johnson & Co (U K) Ltd

$1 7 million in 1996, $24 million estimated ofserviceproviders, health care cost contain-Benefit communications consulting: Contact Nancy Rizzuto
10% of revenues Includes communications total worldwide 1997 revenues All revenues ment

consulting, benefit statement, booklet and are from the United States Benefit communications consulting
audiovisual preparation Officers William E Mahoney Jr , prest- 1% of revenues Includes communications

Locations Los Angeles, Washington, At- MMC&P Health and Related dent, Martha L Mahoney, Larry W Brand, consulting, benefit statement, booklet and
lanta, Chicago, Boston, New York, Dallas, Benefit Services vps audiovisual preparation
Toronto, London, Utrecht, Netherlands Other services· Compensation consult-

1 Gateway Center, 11th Floor,
Staff· 200 benefit consulting employees, ing, general management consulting, claimsKeenan & Associates Pmsburgh, Pa 15222-1416, Masi Research

Including 20 FSAs, five ASAs, 10 CEBSs, administration
2355 Crenshaw Blvd , Suite 200, 412-394-9330, fax 412-394-9324

five attorneys and 35 EAs
Consultants Inc. Locations· 28 nationwide

Clients 1,000 total, 60% corporations,
P 0 Box 4328, Torrance,

Benefit consulting since: 1979 500 234 St NW, Suite 8202, Staff· 340 benefit consulting employees,
Calif 90510, 310-212-3344,10% multiemployer plans, 20% government Services: 100% of revenues from benefit Washington, D C 20037, 143 professionals, Including 191 FSAs, 128

agencies/entittes, 10% non-profit organiza- fax 310-212-0354 consulting 202-223-2399, fax 202-223-2392 Contmued on next page
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Continued from preutous page of service providers, health care cost contain- Kevin Simpson, CFO Compensation By the project, commis Welfare plan consulting: 90% of rev-

ASAs, four CEBSs, five CPAs, five attorneys
ment, flexible benelits, life insurance, disabili- Contact. Michael Schwartz s,ons, on retainer enues Includes plan design consulting, in-
ty, health care, long4errn careand 17 EAs Gross revenues. $1 1 million estimated surer/broker selection consulting, evaluation

Locations: San Jose, Calif, New York from worldwide benefit consulting in 1997, of service providers, health care cost contain-
Clients· 5,000 total, 80% corporations, 5%

multiemployer plans, 5% MEWAs, 10% gov- Staff· 27 professionals, Including two $975,000 in 1996 All revenues are from the ment, cash flow analysis, flexible benefits

ernment agencies/entities
FSAs Post & Kurtz Inc. United States feasibilKy studies, funding analyses, plan sur-

Compensation. By the p-oject, on retain- Clients· 175 total, 98% corporations, 2% 111 John St, Suite 2400, Officers: W J Kuhn, P T Agnew, G La veys

er, by the hour government agences/entmes Minimum size New York, N Y 10038,
Grassa, W H Agnew, pnncipals Benefit communications consulting:

Gross revenues: $65 million estimated client 20 employees Contact· W J Kuhn 5% of revenues Includes communications

Compensation: By the project, commis-
212-766-8800, fax 212-766-8807

from worldwide benefit consulting in 1997, consulting, booklet and audiovisual scnpt

$61 8 million in 1996, $197 million estimated sions, on retainer, by the hour, by combina- Benefit consulting since: 1932 preparation, assistance in preparation of en-

total worldwide 1997 revenues (99% U S lo-
tion of methods Services· 100% of revenues from benefit rollment forms

cairs· Robert L Collett president/CEO,
Gross revenues: $56 million estimated consumng Staft. Four benefit consulting employees,

from worldwide benefit consult,ng in 1997, $5 Retirement/savings plan consulting: two professionals, including one FSA, one

Daniel McCarthy, chairman, L J Lee, trea-
million in 1996 5% of revenues Includes plan design ASA and one CPA

surer, Brian S Pollack, assistant corporate Officers: J Brent Finnegan, managing di- consulting Clients: 15 total, 5% corporations, 95%

secretary, William S Pedersen, controller rector, Alan S Breitrnan, Peter E Marcia, Welfare plan consulting 90% of rev- RWL Benefits Inc. government agencies/entmes No minimum
Contact: Uoyd B Robinson Cynthia P Newman, Margret M Meyer. Car- enues Includes plan des,gn consulting, in- 6434 Maple Ave, Sutte 450, size client

01 S Chandor, Stuart F Rubinstein surer selection consulting, evaluation of ser-
Dallas, Texas 75235-5506, Compensation' By the project. on retain-

Contact· J Brent Finnegan vice providers, health care cost containment
214-350-7941, fax 214-350-8745 er, by the hour

Benefit communications consulting: Gross revenues: $550,000 estimated
5% of revenues Includes communications Benefit consulting since· 1987
consumng Parent: RWL Group

from worldwide benefitconsulting in 1997 All

Locations: Glen Ridge, N J
revenues are from the United States

Services· 100% of revenues from benefit
Officers. Robert W Lazarus, Kenneth D

The NIA Group
Stan: Six benefit consulting employees, consulting

five professionals, including four CLUs Ret,rement/savings plan consulting:
Wethe

66 Route 17, Paramus, N J 07652, Clients. 160 total, 20% corporations, 5% 5% of revenues Includes plan design con- Contact: Courtney Gnffiths

201-845-6600, fax 201-845-6152 Parsons, McKee, multiemployer plans, 25% individuals, 50% sulting, plan administration consulting, Invest-

Benefit consulting since: 1984 Sommers & Co. partnerships No minimum size client ment manager selection consult,ng Continued on next page

Services. 12% of revenues from beneftt 2001 Crocker Road, Su,te 300,
consumng Westlake, Ohio 44145,

Ret,remenVsavings plan consulting· 440-871 -8611,fax 440-871-7485
48% of revenues Includes olan design con-
sulting, plan administration consulting, invest- Benefit consulting since: 1976

ment manager selection consulting, asset/in-
Services: 100% of revenues from benefit

READER REPLY SERVICE
vestment consulting consulting

Welfare plan consulting: 6% of rev- Retirement/savings plan consulting:

enues Includes plan design consulting, In- 60% of revenues Indudes plan design con-

surer/broker selection consulting, evaluation , sulting, defined beneht plan actuarial work, PRODUCTS & SERVICES LISTING
of service providers, health care cost contain- i pension plan record keeping, administration
ment I systems consulting, plan/trust legal docu-

Benefit communications consulting: ment drafting, plan administrabon consulting
Welfare plan consulting: 20% of rev- Issue of December 8

12% of revenues Indudes communications

consulting, benefit statement and booklet enues Includes plan design consulting, In-
Reader Reader

preparation surer/broker selection consulting, evaluation Service # Advertiser Page # Service # Advertiser Page #
Other services Compensation consult- of service providers, health care cost contain-

ing, brokenng, general management consult- ment, actuanal cost measurement including 1 Aetna/US Healthcare Group Plans 29 Injured Workers' Ins Fund 17R

ing, datms administration, outsourcing benefit flexible pricing American Insurance Assoc 10
Benefit communications consulting:

11 Int'l Found of Empl Benefits 27

Locations: Miami Lakes and West Palm

Beach, Fla, Freehold and Randolph, NJ,
20% of revenues Includes communications 2 Bene Com Associates 32 12 Kemper Insurance Companies 4

Monticello, New York and White Plains, N Y consulting, benefit statement, booklet and Bermuda Commodities Exchange 30

audiovisual preparation, interactive commu-
Mastercare 22R

Staff 47 benefit consulting employees, 47 3 Burnham Systems 32

professionals, Including three CLUB, two nicabon/informabon/enrollment systems, per- Med-Corp 32

CPAs and four attorneys sonal retirement planning Business Insurance 17,22
13 Metropolitan Life Ins Co 20-21

Clients: 200 total, 75% corporations, 5°/ Locations: Chadotte, N C
0 4 Carvill America, Inc 36

Staff. 35 benefit consulting employees, 25multiemployer plans, 5% MEWAs, 15%,ndi- 14 Nat'l Council Comp Insurance 6

viduals Minimum size dient two employees professionals, Including one ASA, three 5 Chubb Group of Insurance Cos 7

CEBSs, one CPA, one attorney and four Qualcare 17R

Compensation By the project, commis- 6 Claim Services Resource Group 32

sions, on retainer
EAs 15 Reliance National 40

7 CNA Surety Corp 14-15
Gross revenues. $42 million estimated Clients: 90% corporations, 8% multiem-

16 SBPA Systems, Inc 32
ployer plans, 2% MEWAsfrom worldwide benefit consulting In 1997, 8 Constitution Reinsurance Corp 12-13

Compensation. By the hour senior con-$3 9 million In 1996 All revenues are from Standard Insurance Co 33
9 Crawley Warren Group 5

the United States sultant, $210, consultant, $160, dencal, $50
Gross revenues: $32 million estimated 19 Fortis 17

17 Technical Insurance Sernces 32

Officers Paul Gross, chairman, Roger
Gross, Steve Grossberg, Alan Klein, execu- from worldwide benefit consulting In 1997, GAB Robins 11 Travis Software 28

live vps, Robert Feldman, senior vp $27 million In 1996,$32 million estimated
total worldwide 1997 revenues All revenues General Casualty 16 18 D W Van Dyke & Company 10

Contact: Denise Angleman, regional vp
are from the United States 10 General Reinsurance 9 Watson Wyatt Worldwide 18-19

Officers· John R Parsons, chairman,
Mark S Sommers, president, Richard S

Network Management Wargo, senior vp/managing actuary

Services Contact John R Parsons
To obtain free information on the products and services advertised,

5500 Wayzata Blvd , Suite 1450,
turn to our post-paid Reader Service Reply Card bound in this issue,
or complete the coupon below and mail to

Minneapolis, Minn 55416,
612-525-2700, fax 612-525-2701 151 SERVICk> BUSINESS INSURANCE

Pension Resources Reader Service Center
Benetit consulting since 1993 401 N Michigan Ave, Suite 2600,
Services: 100% of revenues from benefit Chicago, 111 60611, 312-245-1740,

650 S. Clark St., 6th Fl.
consulting fax 312-6444423 Chicago, IL 60605-1702

Welfare plan consulting 100% of rev-
enues Includes insurer/broker select,on con- Benefit consulting since 1972 --

sulting, evaluation of service providers, Parent Fnedman Eisenstein Raemer & .
health care cost containment Schwartz LLP

Staff 105 benefit consulting employees, Services. 100% of revenues from benefit

Circle the numbers below that correspond to the companies
listed on our Advertiser Index for the December 8,1997 ls-

13 professional benefit consulting employ- consumng sue Cards with more than 20 items circled will not be pro-

ees Ret,rement/savings plan consulting:
Insuronce

cessed This card expires February 2, 1998

Clients: 13 total, 95% corporations, 5% 87% of revenues Includes plan design con- FREE LITERATURE FOR READERS

MEWAs sulting, defined benefit plan actuanal work, 1 2 3 4 5 6 7 8 91011 12131415

Compensation: By the project, on retain- pension plan record keep,ng, administration Issue Date: DECEMBER 8,1997 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30

er, by the hour systems consulting, plan/trust legal docu- Card Expiration: FEBRUARY 2,1998 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45

Gross revenues: $15 million estimated ment drafting, plan administration consumng
from worldwide benefit consulting In 1997 All Welfare plan consulting: 10% of rev- All questions must be answered to process inquiries.

46 47 48 49 50 51 52 53 54 55 56 57 58 59 60

revenues are from the United States enues Includes plan design consulting, in- 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75

Officers: Mark W Tierney, CEO, Mike surer/broker selection consumng PLEASE CHECK ONE ITEM FOR EACH CATEGORY:
76 77 78 79 80 81 82 83 84 85 86 87 88 89 90

Bingham, president, Barbara Seykora, COO, Benefit communications consulting:
1 My organization is best described as: 91 92 93 94 95 96 97 98 99 100 101 102 103 104 105Scott Halstead, CFO, Paul Smaby, senior 3% of revenues Includes communications A O Mfg/Svcs F 0 Ins Agent K O Adj/Apps

vp-madfeting consulting, benefit statement and booklet 80 Association GO Ins Broker L U TPA 106107108109110111 112113114115116117118119120

preparation c 0 Union HO Ins/Reins Co MO Health care 121 122 123 124 125 126 127 128 129 130 131 132 133 134 135
Staff 24 benefit consulting employees, 19 DO Government 113 Consultant Inst

professionals, Including one ASA, two CPAs E O Educational Inst J O Actry/Attorney N O Other 136 137 138 139 140 141 142 143 144 145 146 147 148 149 150
and two EAs

Clients:. 700 total, 98% corporations, 2%
2. Number of employees:

1 0150 or less 20151 -499 3 0 500 - 999 Please print clearly
sole propnetors/partnerships No minimum 4 01,000-4,999 5 0 5,000 ormore 6 0 Unknown
size client

O'Neill Finnegan & Compensation. By the project, by the 3. My title Is best defined as: Name

Jordan Inc. hour senior consultant, $235, consultant, A O Administrative Mgt 00 Benefits Mgt

$190, dencal, $70, plan administrator, $120, 8 O Financial Mgt E 0 LoSS Prevention Mgt Title
15 Broad St, Boston, Mass 02109,

trust accountant, $50 c 0 Risk Mgt F 0 Other

617-523-2600, fax 617-523-5841 Gross revenues· $3 million estimated 4. My purchasing Involvement for the requested
Companv

Benelitconsulting since: 1984 from worldwide benefit consulting In 1997, products,s to.
Services: 100% of revenues from benefit $2 7 milton in 1996 $3 million estimated to- 10 recommend only 2 0 specify 3 0 approve

Address

consumng tai worldwide 1997 revenues All revenues
5. Do you now receive a personally addressed copy of City State ZIp

Welfare plan consulting: 100% of rev- are from the United States Business Insurancel

enues Includes plan design consulting, in- Officers: Michael Schwartz, pres,denV A 0 Yes 80 No, so please send subscription info Phone ( )

surer/broker selection consulting, evaluation partner, Irwin Fnedman, managing partner,
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Continued from previous page from worldwide benefit consulting in 1997, $3 total worldwide 1997 revenues (98% U S 10- surer/broker selection consulting, evallation ment agenaes/entities
million In 1996, $3 million estimated total cations) of service providers, health care cost contain- Compensation· By the project, on retain-Risk Management Group Inc. worldwide 1997 revenues All revenues are Officers. Robert D Krinsky, chairman, ment er, by the hour

940 W Valley Road, Suite 1802, from the United States Howard Fluhr, presidenUCEO, Robert J Benefit communications consulting Gross revenues. $6947 million estimat-
Wayne, Pa 19087, 610-971-1776, Officers· Timothy L Schmidt, president, Dellovo, Richard M Frenzel, executive vi:s 3% of revenues Includes communications ed from worldwide benefit consulting in 1997
fax 610-971-0218 James A Mauntler, Deborah J Grenlund, Contact. Mary L Feldman, vp-public af- consulting, benefit statement, bookle- and (735% from U S locations), $631 3 million in

Benefit consulting since· 1983 vps fairs/marketing, 212-251-5029 audiovisual preparat,on 1996(73% fromUS),$1 04 bilhonestimat-

Services. 80% of revenues from benefit Other services. Compensation consult- ed total worldwide 1997 revenues (71 7%

consumng ing, brokenng, general management colsult- from US)
Ing, outsourcing of human resources/benefit Officers John Lynch, chairman/CEO,Retirementsavings plan consulting Sedgwick Noble Lowndes Silverstone Group Inc.

20% of revenues Includes plan design con- management administration John Kneen, managing director-worldwide
1000 Ridgeway Loop Road, 300 W Broadway, Suite 200,

sulting, administration systems consulting, Locations Austin and Dallas, Texas geographic operabor'Is, Alan Dugan, manag-
Memphis, Tenn 38120, Counal Bluffs, Iowa 51503,

plan administration consulting, Investment Staff: 38 benefit consulting employees, 31 ingdirector-global employee benefit services,
901-761-1550, fax 901-684-4075 712-325-1717, fax 712-329-3131manager selection consulting, asset/invest- professionals, including one FSA, two ASAs, Robert Hogan, managing director-global re-

ment consulting Benem consulting since. 1934 Benefit consulting since: 1945
five CEBs and three EAs tirement services, Mark Mactas, managing

Welfare plan consulting· 50% of rev- Parent. Sedgwick Group PLC Services 18% of revenues from berefit Chents. 115 total, 98% corporations, 2% director-health/Welfare services, Marvin

enues Includes plan design consulting, In- Services: 85% of revenues from benefit consulting government agenctes/entmes Greene, managing director-administration/

surer/broker selection consulting, evaluation consulting Retirement/savings plan consulting Compensation. By the project, on retain- operations, John Tiemey, managing director-
of service providers, health care cost contain- Retirementjsavings plan consulting. 16% of revenues Includes plan design con- er, by the hour senior consultant, $240, Tillinghast-Towers Pernn property/casualty,
ment, disability management programs, pre- 68% of revenues Includes plan design con- sulting, derined benefit plan actuarial work, consultant, $185, dencal, $40 Rollie Stichweh, managing director-human

retirement care, elder care and long4erm sulting, defined benefit plan actuanal work, pension plan record keeping, administration Gross revenues. $56 million estimated resources/general management services
Dare plan consulting pension plan record keeping, administration systems consulting, plan/trust legal docu- from worldwide benefit consulting In 1997 $7

Benefit communications consulting: systems consulting, plan/trust legal docu- ment drafting, plan administration consulting, million estimated total worldwide 1997 rev-

10% of revenues Includes communications ment drafting, plan administration consulting, Investment manager selecton consulting enues All revenues are from the United

ionsulting, benefit statement, booklet and investment manager selection consulting, Welfare plan consulting: 2% of rev-
States

audiovisual preparabon asset/investment consulting, executive ben- enues Includes plan design consulting, in- Officers. J E Stone, K L Haynes, T F

Other services· Compensation consult- efits, ESOPs, personal financial planning surer/broker selection consulting, evaluation McCord, C P Peters, C R Rennpage, direc-
tors

0
ng, brokenng, general management consult- Welfare plan consulting. 16% of rev- of serviceproviders, health care cost contain-
ng, claims administration, human resource enues Includes plan design consulting, in- ment Contact: C P Peters

Virchow Krause Stafford
nformation systems surer/broker selection consulting, evaluation Other services. Compensation consult-

Waller L.L.C.Staff. 10 total of service providers, health care cost contain- ing, brokenng, general management consult-
Compensation· By the project, commis- ment, Me insurance, execubve benefits Ing, claims administrabon 434 S Yellowstone Dnve,

stons, on retainer, bythe hour senior consul- Benefit communications consulting: Locations: bncoln and Omaha, Neb Suite 100, Madison, Wis 53719,
-ant, $225, consultant, $175, clencal, $85 1% of revenues Includes communications Staff. 35 benefit consulting empoyees, 15 608-833-6117, fax 608-833-4097

Gross revenues· $1 million estimated consulting, benefit statement, booklet and professionals, Induding two FSAs, four
Benefit consulting since. 1982-rom worldwide benefit consulting In 1997, $1 audiovisual preparation, interactive voice ASAs, four CEBSs, six CLUs, three CPAs Thesco Benefits L.L.C. Services 6% of revenues from benefit

-nillion in 1996, $1 million estimated total technology, Individual retirement benefit pro- and six attorneys 320 W 57111 St, consumngworldwide 1997 revenues All revenues are jections, seminars and training programs Clients 450 total, 98% corporations, 2% New York, N Y 10019, Retirement/savings plan consulting·-rom the United States Other services: Compensation consult- government agencies/entities 212-603-0371, fax 212-603-0390 1% of revenues Includes plan design con-Contact: Jerald D Adair, presidenUCEO ing, brokenng, dams admnistration, person- Compensation· By the project, commis-
sulting, plan administration consulting, as-or Don V Barbuto, executive vp al financial planning, voluntary benefit sions, on retaner, by the hour Benefit consulting since: 1979

schemes, workers compensation claims Gross revenues: $25 million estimated Services. 15% of revenues from benefit set/investment consulting
Welfare plan consulting 4% of rev-

0
consulting and administration from world,vide benefit consulting In 1997, consulting

Locations 37 U S, 48 non-U S enues Includes plan design consulting, in-
$22 million in 1996, $12 millioneshmated to- Ret,rement/savings plan consulting

surer/broker selection consulting, evaluationStan 3,880 benefit consulting employees, tai worldwide 1997 revenues All revenues 12% of revenues Includes plan design con-
of service providers, health care cost contain-3,112 professionals, including 114 FSAs, arefrom the United States sulting, defined benefit plan actuanal work,
ment

105 ASAs, 53 CEBSs, 16 CLUs, seven Officers: Gary Hurley, Lew Trowbridge, pension plan record keeping, administration
CPAs, 14 attorneys and 35 EAs Benefit communications consultingJohn Sanch systems consulting, plan/trust legal cocu-San Diego Associates Inc. 1% of revenues Includes communications

Clients 17,440 total, 78% corporations, Contact. Pam Stene, 402-398-2314 ment drafting, plan administration consulting,3550 Camino del Rio N, Suite 206, consulting, audiovisual preparation8% muitiemployer plans, 4% MEWAs, 5% investment manager selection consulting
San Diego, Calif 92108, Other services: Brokering, general man-individuals, 5% government agencies/erm- Welfare plan consulting: 2% of rev-
619-283-7800, fax 619-283-8686 agement consult,ngties No minimum size dient enues Includes plan design consulting, In-

Siver Insurance Consultants Locations. Minneapolis, Appleton,
Benefit consulting since 1984 Compensation: By the prgect, commis- surer/broker selection consulting, evaluation

P 0 Box 21343, of service providers, health care cost contain- Janesville, Madison, Milwaukee and Wauke-Services. 50% of revenues from benefit sions. on retainer, by the hour sha, Wis
consumng Gross revenues: $317 3 million estimat- St Petersburg, Fla 33742-1343, ment

Staff: 10 benefit consulting employees, sixRetirement/savings plan consulting ed from worldwide beneR consulting in 1997 813-577-2780, fax 813-579-8692 Benefit communications consulting
professionals, induding one CLU28% of revenues Includes plan design con- (23% from U S locations), $282 million in Benefit consulting since· 1970

1% of revenues Includes communicaions
Clients· 200 total, 100% corporationssulting, pension plan record keeping, admin- 1996 (24% from U S ), $373 4 million esti- consumng, booklet preparationServices: 45% of revenues from benefit

Istration systems consulting, plan/trust legal mated total worldwide 1997 revenues (21% Other services· Brokenng, claims acmin- Minimum size client 25 employees
consulting

istration Compensation· By the project, on retain-document drafting, plan administration con- from US) Retirement/savings plan consulting: er, by the hour pnncipal, $175, senior con-Officers: Dawd F Strauss, group chair- Locations· New York, Westchester, Pasulting, investment manager selection con- 25% of revenues Includes plan design con-
Staff: Three benefit consulting employees, sultant, $150, consultant, $150, dencal, $40

sulting, asset/investment consulting, custom man, Peter R Brew, deputy chairman, Ken- sulting, plan administration consultrig to $75
administration software neth G Martin, CEO-North Amenca, John

Welfare plan consulting. 40% of rev-
two professionals, including one FSA and
one CLU Gross revenues: $16 million estimated

Welfare plan consulting: 20% of rev- A V Montague, group finance director, enues Includes plan design consulting, ill-
Clients: 250 total, 100% corporationsenues Indudes plan design consulting, in_ Robert Walker, chairman-United Kingdom from worldwide benefit consulting in 1997

surer/broker selection consulting, evaluabon (95% from U S locations), $1 million in 1996
surer/broker selection consulting, evaluation Contact. Kenneth G Marbn Compensation. By the project, commis-

of service providers, health care cost contain-
sions, on retainer, by the hour senior consul- (95% from U S ), $28 million estimated total

of service providers, health care cost contain- ment
tant, $400, consultant, $200, dencal, $96 worldw,de 1997 revenues (95% from U S )

ment, custom administration software Benefit communications consulting:
Gross revenues: $525,000 estimated Officers: Daniel G Stafford, executive vp,

Benefit communications consulting: 25% of revenues Indudes communications David A Waller, president, Sue Chemerow,
2% of revenues Includes communications The Segal Co.

consulting
from worldwide benefit consulting in 1997,

Barbara Smith, Barbara Kieffer, Sharon
consulting, benefit statement, booklet and 1 Park Ave, New York, $425,000 In 1996, $3 1 million estimated to-

Other services: General management Karls, senior consultants
audiovisual preparation NY 10016-5895, 212-251-5000, tai worldwide 1997 revenues All revenues

consulting, dalms administration
are from the United States Contact· Daniel G Stafford

Other services· Brokenng, general man- fax 212-251-5490 Stafl. Three benefit consumng employees,
agement consulting, dalms administration Officers. Richard J Fleder, president,

Benelit consulting since: 1939 two professionals, including two CLUs and
Walter Harris, chairman, Mary Ann Mason-Locations. Laguna Hills, Calif

Services 96% of revenues from benefit three attorneys
Carlisle, senior account executive, DavidStaff: Six benefit consulting employees,

consumng Clients: 20 total, 30% corporations, 50%
Zomberg, president-Thesco Consultantsbur professionals, inducing one CLU government agencies/entities, 20% Imgation

e f

Clients· 100% corporations Ret,rement/savings plan consulting: LLC, Anne E Vells, president-Bartmon,
support dlents No minimum s,ze client

Compensation: By the project, commis- 48% of revenues Indudes plan design con- Shapiro & Vellis
Compensation· By the project on retain-

sions, on retainer, by the hour $100 to $200 sulting, defined benefit plan actuanal work,
er, by the hour senior consultant, $175 to

Contact Richard J Fleder
WTR Consulting Group

(average composite rate) plan/trust legal document drafting, plan ad-
$250, consultant, $125 to $175, clencal,$35 630 Third Ave,

Gross revenues: $500,000 estimated ministration consulting, investrnent manager
to $45 New York,NY 10017,

f-om worldwide benefit consulting in 1997, selection consulting, asset/investment con-
Gross revenues $675,000 estimated

$500,000 in 1996,$1 million estimated total sulting, investment performance services Towers Perrin 212-949-1344, fax 212-682-0024
Welfare plan consulting· 42% of rev- from worldwide benefit consulting In 1997,

worldwide 1997 revenues $650,000 in 1996, $1 5 milhon estimated to- 335 Madison Ave, Benefit consulting since. 1975
Officers David N Peterson, president, enues Includes plan design consulting, in-

tai worldwide 1997 revenues All revenues New York, N Y 10017-4605, Services 90% of revenues from benefit

Bruce N Kesler, director surer/broker selection consulting, evaluation
are from the United States 212-309-3400, fax 212-309-3660 consumng

Contact: Bruce N Kesler of service providers, health care cost contan-
Officers Edward W Siver, president/trea- Retirement/savings plan consulting

ment, claims auditing, quality evaluation of Benefit consulting since. 1934
surer/director, James Marshall Jr , executive 50% of revenues Includes plan design con-

managed care networks Services. 666% of revenues from benefit
vp, Robert F McBurney, senior vp, Jean A sulting, defined benefit plan actuanal work,

Benefit communications consulting. consulting plan/trust legal document drafting, plan ad-
Schmidt, Long & Associates 6% of revenues Includes communications Comillaud, corporate secretary, Robert I Siv-

er, director Retirement/savings plan consulting· ministration consulting, investment manager
4159 N Holland-Sylvania Road, consulting, benefit statement, booklet and

Contact: Robert F McBumey 444% of revenues Includes plan design selection consulting
Suite 102, Toledo, Ohio 43623, audiovisual preparation, interactive voice re- consulting, defined benefit plan actuarial Welfare plan consulting· 30% of rev-
419-885-4125, fax 419-885-1136 sponse system work, pension plan record keeping, admints- enues Indudes plan design consulting, in-

Other services. Compensation consult- tration systems consulting, plan/trust legal surer/broker selection consulting, evaluation
Benefit consulting since 1986 Ing, human resources strategy consulting, document drafting, plan administration con- of service providers, health care cost contain-
Services: 100% of revenues from benefit outsourcing consulting J.E. Stone & Associates Inc. sulting, investment manager selection con- ment

consumng Locations· Phoenix, Los Angeles, San 5555 San Felipe, Suite 1100 sumng, asset/investment consumng Benefit communications consulting·
Welfare plan consulting: 100% of rev- Francisco, Denver, Hartford, Conn, Wash- Houston, Texas 77056, Welfareplanconsulting 166% of rev- 10% of revenues Includes communications

Enues Indudes plan design consulting, eval- ington, West Palm Beach, Fla, Atlanta,
713-622-8930, fax 713-622-6705

enues Includes plan design consulting, in- consulting, benefit statement, booklet and
Lation of service providers, health care cost Chicago, New Orleans, Boston, Minneapolis, surer/broker selection consulting, evaluation audiovisual preparation
containment, audits of medical benefits pay- St Louis, Cleveland, Houston, Seattle, Ed- Benefit consulting since 1987 of service providers, health care cost contain- Other services Compensation consult-
ments/claims payments monton and Toronto, Canada Services: 80% of revenues from benefit ment

ing, general management consulting
Locations. Atlanta Staff· 603 benefit consulting employees, consumng Benefit communications consulting Locations Baltimore and Bethesda, Md,
Staff Six benefit consulting employees, 466 professionals, including 25 FSAs, 36 Retirement'savings plan consulting 5 6% of revenues Includes communications Richmond, Va

frve professionals ASAs and 70 EAs 33% of revenues Includes plan design con- consulting, benefit statement, booklet and Staff· 130 benefit consulting employees,
Clients 24 total, 95% corporations, 5% Clients 30% corporations, 55% mult,em- sulting, defined beneht plan aduagal work, audiovisual preparation 100 professionals, including three FSAs, six

government agencies/entities Minimum size ployer plans, 15% government agencies/en- pension pian record keeping, administration Other services. Compensation consult- ASAs, one attorney and 12 EAs
client 800 employees tdies systems consulting, plan/trust legal docu- ing, general management consulting Clients: 600 total, 62% corporations, 5%

Compensation· By the project, by the Compensation By the project, on retain- mentdrafting, plan administrationconsuling, Locations: 36 US,32 non-U S multiemployer plans, 3% MEWAs, 15% gov-hour senior consultant, $200 to $350, er, by the hour investment manager selection consultirg, Staff: 7,250 total, Induding 291 FSAs, 270 ernment agencies/entities, 15% professional
consultant, $175 to $200, clencal, $75, corn Gross revenues $96 million estimated asset/investment consulting ASAs, 83 CEBSs, eight CLUs, 21 CPAE, 49 partnerships Minimum size client 100 em-
puter programmer, $150 to $175 from worldwide benefit consulting in 1997, Welfare plan consulting: 44% of rev- attorneys and 19 EAs

Gross revenues $3 million estimated $87 6 million in 1996 $96 million estimated enues Includes plan design consulting, in- Clients 95% corporations, 5% govern- Cont:nued on next page
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oyees
Compensation: By the project, by the

hour: senior consultant, $225 to $325;
consultant, $150 to $250; derical, $50 to $80;
analysVadministrator, $90 to $140.

Gross revenues: $18 million estimated
from worldwide benefit consulting in 1997;
$17 million in 1996. All revenues are from the
United States.

Officers: Charles Thacher, Robert
Williams, Terry Stokes, Robert Northrup,
principals.

Watson Wyatt Worldwide
6707 Democracy Blvd., Suite 800,
Bethesda, Md. 20817-1129;
301-581-4600; fax: 301-581-4688

Benefit consulting since: 1946.
Services: 85% of revenues from benefit

consumng.
RetiremenVsavings plan consulting: In-

dudes plan design consulting, defined bene-
fit plan actuarial work, pension plan record
keeping, administration systems consulting,
plan/trust legal document drafting, plan ad-
ministration consulting, investment manager
selection consulting, asset/investment con-
sulting.

Welfare plan consulting: Includes plan
design consulting, insurer/broker selection
consulting, evaluation of service providers,
health care cost containment.

Benefit communications consulting: In-
cludes communications consulting, benefit
statement, booklet and audiovisual prepara-
tion.

Other services: Compensation consult-
ing, risk management, organizational effec-
tiveness, communications.

Locations: 37 U.S.; 55 non-U.S..

Staff: 5,000 total; 3,800* professionals,
induding 100 FSAs and 300 ASAs.

Gross revenues: $571 million estimated

from worldwide benefit consulting in 1997
(62.8% from U.S. locations); $537 million in
1996 (66% from U.S.); $672 estimated total
worldwide 1997 revenues (62.8% from

Ollicers: Pete Smith, president/CEO; Paul
Daoust, executive vp/COO.

* May include nontenefit consulting employees.
" Fiscal year ends June 30.

R.H. Wohl & Associates Inc./

In Plain English
P.O. Box 3300,

Gaithersburg, Md. 20885-3300;
801-340-2821; fax: 301-279-0115

Benefit consulting since: 1977.
Services: 50% of revenues from benefit

consulting.
Benefit communications consulting:

50% of revenues. Includes communications

consulting; benefit statement, booklet and
audiovisual preparation; plan enrollment ma-
terials; surveys; strategic planning.

Other services: General management
consulting, market research.

Staff: Six benefit consulting employees;
five professional benefit consulting employ-
ees.

Clients: Six total; 100% corporations.
Compensation: By the project, on retain-

er, by the hour: senior consultant, $250; con-
sultant, $200; derical,$60

Gross revenues: $500,000 estimated

from worldwide benefit consulting in 1997. All
revenues are from the United States.

Contact: Ronald H. Wohl, presidenVCEO.

W.R. Wood & Co.

5602 Midwood Road,

Bethesda, Md. 20814-1111;

301-907-0170; fax: 301-907-0172

Benefit consulting since: 1991.
Services: 100% of revenues from benefit

consulting.
Welfare plan consulting: 90% of rev-

enues. Includes plan design consulting, in-
surer/broker selection consulting, evaluation
of service providers, health care cost contain-
ment.

Benefit communications consulting:
10% of revenues. Includes communications

consulting, booklet preparation.
Staff: Two benefit consulting employees,

all professionals.
Clients: Nine total; 20% corporations,

80% multiemployer plans.
Compensation: By the project, by the

hour: senior consultant, $190; consultant,
$100.

Gross revenues: $510,000 estimated

from worldwide benefit consulting in 1997;
$508,191 in 1996. $510,000 estimated total

worldwide 1997 revenues. All revenues are

from the United States.

Contact: Walter R. Wood, associate.

Addendum

KPMG Compensation &
Benefits Practice

757 Third Ave.,

New York, N.Y. 10017;

212-758-9700; fax: 212-872-5821

Benefit consuning since: 1961.
Parent: KPMG Peat Marwick L.LP.

Services: 75% of revenues from benefit

consulting.
Retirement/savings plan consulting:

40% of revenues. Includes plan design con-
sulting, defined benefit plan actuarial work,
pension plan record keeping, administration
systems consulting, plan/trust legal docu-
ment drafting, plan administration consulting,
investment manager selection consulting,

asset/investment consulting.
Welfare plan consulting: 20% of rev-

enues. Includes plan design consulting, in-
surer/broker selection consulting, evaluation
of service providers, health carecost contain-
ment, managed care.

Benefit communications Consulting:
15% of revenues. Indudes communications

consulting; benefit statement, booklet and
audiovisual preparation.

Other services: Compensation consult-
ing, general management consulting.

Locations: 31 locations nationwide.

Staff: 1,200 benefit consulting employees;
1 000 professionals, including 35 FSAs, 48
ASAs, 20 CEBSs, 12 CLUs, 20 CPAs, 25 at-
torneys and 55 EAs.

Clients: 80% corporations, 5% multiem-
ployer plans 5% MEWAs, 10% government
agencies/entities. No minimum size dient.

Compensation: By the project, on retain-
er by the hour: senior consultant, $250 to
$450; consultant, $150 to$250; clerical, $50
to $100.

Gross revenues*: $110 million estimated

from worldwide benefit consulting in 1997
GO% from U.S. locations); $100 million in
1996 (70% from U.S.); $145 million estimat-
ec total worldwide 1997 revenues (70% from

DUOUUS* 176)U/UNCE, 1-,evelllUer 0, 1-33 (/ Di

U.S.).
Officers: James E. Buckley, national part-

ner-in-charge, compensation/benefits; Peter
T. Chingos, partner-in-charge, compensa-
tion; Peter I. Elinsky, tax and regulatory prac-
tice leader, compensation/benefits; Richard
Adams, group benefits practice leader, com-
pensation/benefits.

Contact: James E. Buckley.
* Fiscal yearends June 30,1998.

The MEDSTAT Group-
Purchaser Division

777 E. Eisenhower Part<way,
Ann Arbor, Mich. 48106;
313-99&1180; fax: 313-913-3200

Parent: Thompson Healthcare Information.
Services: 90% of revenues from benefit

consulting.
Welfare plan consulting: 80% of rev-

enues. Includes plan design consulting, eval-
uation of service providers, health care cost
containment, integrated benefits/productivity
consulting.

Employee communications consulting:
10% of revenues. Indudes communications

consulting, lifestyle segmentation.
Other services: Claims administration.

Locations: San Francisco; Stamford,
Conn.; Atlanta; Chicago; Cambridge, Mass.
Ann Arbor, Mich.

Staff: 160 benefit consulting employees;
101 professionals.

Clients: 85 total; 90% corporations, 10%
government agencies/entities. No minimum
size dient.

Compensation: By the project, on retain-
er, by the hour: senior consultant, $150 to
$425; consultant, $150 to $250; clerical,
$100 to $125; analyst, $125 to $150.

Gross revenues*: $25 million estimated
from worldwide benefit consulting in 1997. All
revenues are from the United States.

Officers: Larry Hagerty, presidenVCEO
Bob Stokes, COO; Glen Cole, CFO; Debo-

rah Young, vp-human resources; Barbara
Levine, vp/general manager-purchaser divi-
sion.

' EsSmate. m

CEBS

The directory of employee benefit con-
sultants begins on page 16. Terms and

methodology are explained on oage 18.

hether you're looking for career odvoncement, educational
achievement or peer recognition, the Certified Employee

Benefit Specialist (CEBS) progrom con help you meet your gools!
For over 20 years, CEBS hos been the leading ond most respected designo-

lion in employee benefits Under the academic direction of the Whoiton School
of the University of Pennsylvania, the ten courses in tile CEBS curriculum ore
olwoys relevant and up to date

You con prepare for the exams independently or attend dosses offered
ot locations across the country With yeor-round computer-based testing

and instant grade results, you con take the exams

ot your convenience.
in addition, CEBS courses have been opproved

in many states as continuing education credit for
insurance ogents, accountants, attorneys, finonciol
planners ond enrolled oduories.

Don't wait for success to come to you!
Join the thousands of professionols who have
discovered the CEBS solution.

TAKE CHARGE OF YOUR

CAREER AND ENROLL IN CEBS!

Cdt 1.866.449.CE$!

Certified Employee Benefit Specialist® Progrom
Imernational Found(mon of Employee Benefit Plans
18700 W Bluemound Road • PO Box 1270 • Brookfield, WI 53008-1270
(800) 449{EBS (2327) Fax (414) 786-8650

Emod cebs@debp org • Inteinet address hM //www.ifebp.org
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Trade
Continued from page 2
related negotiations, all U.S. comiza-
nies should be concerned abc·ut the

management of the turmoilin South-
east Asian stock markets, said the
AIG executive.

To greater influence international
affairs, senior executives at interra-
tonal insurers in the United States

should become more personally in-
volved in the decision-making pbo-
eess, rather than simply sending in
lobbyists, Mr. Greenberg advised.

"If you want to get the attention of
senators or congressmen, you will
only get it if you send the principal of
the company," he said.

Costs
Continued from page 1
eral years have occurred for several
reasons.

The chief factor has been emplcy-
ers' success in moving employees cut
of higher-cost traditional indemnity
plans and into lower-cost managed

care plans, especially health mamie-
nance organizations. In some parts of
the country, H&TO costs are nearly
$1,000 less per employee compared
with indemnity plan coverage.

"Through managed care programs,
they (employers) are reducing health
care costs," the survey notes.

A competitive HMO market also
has led-at least until now-to flat or

even falling premiums as HMCs have
battled for market share.

A booming economy also may have
played a role in lower health care

costs. During the early and Ir id
1990s, many companies restructured,
letting go workers who often w€re
older and whose benefit costs were

higher than average. Now, with a
booming economy, employment rolls
have expanded, but companies have
added a greater proportion of
younger workers, whose health care
costs are lower than those of older

employees.
That trend reduces costs or_ a per

employee basis, said Martin Lef-
kowitz, the survey's author and tne
Chamber's director of special projects
and economic policy in Washington.

But some of these favorable trends

are nearing an end.
As most employees have shift2d

into lower-cost managed care plans
from indemnity plans, the opportuni-

Mr. Greenberg was speakng at a
conference on managing change in the
property-casualty indusiry sponsored
by Coopers & Lybrand L.L.P. in New
York last week.

The deadline for the end of the

WTO talks on financial services is

Dec. 12, and the likelihood of securing
an agreement "is ver, din," M=.
Greenberg said. "The U.S. probably
won't sign on, and if we don't sign on,
there won t be an agreement."

The inclusion of financial services

in the framework i GATT would

provide a set of guidelines for insurers

and other financial services providers
with offices in. multiple countries, 1\<[r.
Greenberg said.

U.S. negotiators are pressing for a
minimum of about 10 key countries,

ty for emiftoyers to reap big one-time
savings is significantly reduced.

In addi:ion. HMOs-whose earn-

ings suffered as they kept rates flat cr
cut them to increase market share-

now are raising rates to improve bal-
ance sheets (see story, page 3).

Congressional intervention in the
health care arena also could swell

costs, Mr. Lefkowitz says, referring b
one new federal law mandating 48-
hour hospital coverage for mothers
and newtorns after delivery and a
second law reluiring limited mental
health carg benefits parity. Both laws
take effecl Jan. 1.

In addition, Congress is widely ex-
pected to pass legislation next year
that would impose new quality stan-
dards on managed care and perhaps
other types of health care plans.

"I don't know what these mandates

cost, but there is indeed a cost," Mr.
Lefkowitzsaid.

Still, health plan coverage was nct
the only benefit whose costs declined.

Defined benefit pension plan costs
dropped sharply lass year to an aver-
age of $1,144 per employee, down
24.3% from the year earlier, the
Chamber sur EPy found.

The bull stock market has been a

boon to defined benefit plans. With
defined benett plans heavily invest-
ed in equities, the jump in the value cf
plan assets reduces the need forem-
ployers to make contributions to the
plans to pay for promised benefits

"A lot cf ccmpanies with pension
plans said they have not made contri-
butions for years," Mr. Leflrowitz
said.

Retiree health care plan ccsts also
eased, falling to an average of $328
per employee last year, down 44.7%

inc_uding many in Southeast Asia and
Latin America, to agree to open their
financial services markets before it

signs the agreement.
While several of the countries have

expressed an intention to allow
greater access to their markets, few
have put their offers in writing.

One of the main issues for AIG and

other international insurers based on

the United States is the status of ex-

isting operations in foreign countries,
Mr. Greenberg said The US. is press-
ing for other countries to guarantee
companies' right to perpetually own
those operations without fear of a fu-
turerestriction on foreign ownership.

Another disappointment fcr corpo-
ratons interested in promoting inter-
national trade was the failure of

from 1995. One reason for the decline

is that many employers in recent
years have temporarily offered-s
an Lncentive to get older employees to
retirs-heavily subsidized health care
coverage for the first few years of
their retirement. As these programs
have expired and the retirees moved
into the Medicare program, employ-
ers health care plan costs have de-
clir_ed, the survey notes.

In addition, roughly 100,00) retired
employees and dependen:s a month

are moving out of the iraditional
Medicare program and into so-called
Medicare risk HMOs. These pro-
grams, in some parts of the eountry,
offer such rich benefits that retired
workers have less of a need for em-

ployer-spcnsored retiree health care
plans that supplement the traditional
Medicare program.

Other survey findings include:
• Benefit costs varied significar_tly

by area of the counby
As a percentage of payroll. benefit

costs were highest in the Northeas. at
44.8% of payroll, and lowest in the
Southeast at 39.9% of payroll.

The key reason for this gecgraphic
disparity in benefit expenditures is
that hospital expenses vary so dra-
masically around the country

For example, according to the
study, a semi-private hospital room
in New York now averages more than
$1,400 a day, while in parts of the
South it is not unusual for a hospital
room to cost less than $250 a day.

In fact, health care related costs in

199€ averaged $3,915 per employee in
the Northeast and $3,030 in the
South.

• Benefit costs as a percentage of
payroll were highest in the trans-

COBRA regulations viever
change, do they?
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Congress to grant President Clinton
fast track negotiating powers. That
will hinder any future trade liberal-
ization agreements between the Unit-
ed States and other countries, Mr.

Greenberg said. "Fast track failure is
a disaster," he said.

Instead of the administration being
able to negotiate a complete trade
agreement and then send it to
Congress for approval, congressmen
will be able to change the agreements,
which will greatly hamper their
chances of passage, he said.

Then shortly after Congress denied
President Clinton fast track powers, it
also voted down U.S. contributions to

the International Monetary Fund to
set up an emergency credit fund,
which would deal with financial

portation equipment industry-
50.8%-and lowest-27.9%-in the

textile products and apparel industry.

Copies of"Employee Benefits:
1997,"are available jtom the U.S.
Chamber Of Commerce, Publications

problems such as the turmoil in the
Southeast Asian economies.

Congress is impairing the IMF's
ability to deal with the financial crisis,
Mr. Greenberg said.

Despite the vote in Congress, how-
ever, the IMF is moving to help stem
the crisis and plans to lead a $55 bil-
lion relief package for South Korea.

Although the financial crisis in
Southeast Asia poses threats to the
world economy, it also provides some
opportunities for investment in the re-
gion, Mr. Greenberg said.

"There are many companies in
those countries that six months ago
looked very good, and it's hard to be-
lieve that if nothing has fundamental-
ly changed...that they are worth 40%
less today," he said. [a]

Fulfillment, U.S. Chamber Of Com-
merce, 1615 H St., N.W.,Washington,
D.C. 20062; 1-800-638-6582. In Morry-
land, the number is 1-800-352-1450.
The cost is $35. Appropriate sales tar
should be addedfor detiveries in Cati-
fomia and the District of Columbia.

Total benefit costs per employee
1996 % change ,Tranportation equipmen $25,304 12.2. 

Public utilities 23,504 1Peroleum industry  18138.57 ' 23
Ailachinery (excludingjelecttical)
nstiuments & miscellaneou J\»V? 859 / 0.

02

flarChel;'icatls& alliddutrodlicts r/1,7-Z71 / 1.1

17,693 / 16.0

Insuripce companies 16,667 / -1.21
Rubber, leather & blastic proddcts 1608 6.4Electrikal machindry, equipmen&
supplie 14250/ -22.9

f

Health & hosp»Is 15* 39.6

15,625 17.1Printing 8 1,15!ishing_ 
Miscellar)eous non-n}anufacturing
industrids L » 13,954 , «1171

Primary metal industry 13,650 < 8.5 r

Fabricated metal products 13,283 3.9

Food, beverages & tdbacco- \ 13,084 5.6
Pulp, paper, lumber & furniture 12,524 4.8

Stone, clay & glass Broducts ,/ 12,4 2.5

Banks, finance companies & trust* 1 t,
companies --- 4 11,684 \ 4.6

Wholesale trade .-- < 9,075 \ -6.2 \
Textile products & apparel 7,220 \ 0.3

Retail trade 6,857 -2.5

Source: U.S. Chamber of Commerce -344.
GRAPHIC BYADAM DOI

Medical plan costs per employee
/ 1996 %change /

Tranportation equipment $4,394 -0.3'

Public utilities j'  3,830 1 Op
Prilpary metal industry \ 3,

8151' -3 
hqmicals & allied prpduct \:3528 / €49
Ansthiments & miscellaneou \\ marAffaduring indu¥ries 1 / <sao  19.4

/ Pulpjpaper, lumbe& furniture / 1 3,120 / 13.1
6.1 Mach)pery (excludng electricti) / 3,042 ,

 Stoned clay & glasp products t/ 2,721 / 7.5

Insurace complpies 679 / 8.1

Miscellaneous npn-manfacturing \j
industries / 2,530/ 1.5

Health SJ hoppitals ' 2,436 16.5

Fabricate#'metal proucts 1 2,425 10.1

Petrolelfin industry 2,418 »=4%14Rubber, leather & plastic products 2,305 i' 4.5
Printing & publishing-  2,293 -14.8

Electrical machinery, equipm-ent &
supplies ,) 2,28.1 -11.9

Food, beverages & 1bacco / 2,228 5.5
Banks, finance companies & trust«
companies --I f ] 1,717 \ 7.6
Wholesale trade  ] 1,508 ''\-11.3 
Textile products & apparel 1,391 -1.2

Retail trade 1,242 -13.4

Source: U.S. Chamber of Commerce f
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Fighting arson from the desktop
CD-ROM intended to train arson investigators

By MARK A. HOFMANN Rep. Steny H. Hoyer, D-Md., said by bolstering investigators' knowl-
only about 2% of arson fires result edge, the new technology will bol-
in convictions. The new interactive ster their testimony in court as well,
technology will provide investiga- thus making convictions more like-
tors more information and training, ly. Mr. Magaw said the CD-ROM
thereby increasing the chances of will be constantly upgraded to re-
identifying the cause of suspicious flect improvements in arson inves-
fires earlier with more certainty and tigative techniques.
therefore increasing the chance of The interactive technology effort
arrests and convictions. builds upon a project undertaken by

- Rep. Hoyer noted that the effort American Re about two years ago.
stemmed in part from the work of That earlier project, "Motive, Means
the National Church Arson Task and Opportunity: A Comprehensive
Force, an interagency body formed Guide to Arson Investigation," in-
last year in response to a series of cludes a video of a dramatized arson

suspicious church fires across the investigation, a 240-page guide on ar-
countty (BI, Aug. 19, 1996). son investigative techniques and a

Several speakers emphasized that pocket checklist for investigators. m

WASHINGTON-A new high-
tech weapon in the fight against ar-
son will be available before the end

of next year.
The new weapon is an interactive

CD-ROM training program that will
allow investigators to learn by
"walking through" a burned-out
house and thanks to virtual reality
technology-examine clues as if
they were actually in the house.

The CD-ROM program will have
three main components, said Pat
Corbitt, principal of Corbitt Design
in Old Bridge, N.J., and architect of
the program, being produced with
Stonehouse Media Inc. of Princeton,

N.J. Those components are:
• The scenario. The program's sce-

nario basically involves a fire that
occurs at an elderly couple's house.

Investigators use the interactive
technology to search for clues with-
in the virtual scenario, examine evi-
dence in the home and question wit-
nesses.

Investigators using the program
can select objects within the house--
such as an electrical junction box-
and rotate them 360 degrees, allow-
ing them to examine them from all
angles. A menu at the bottom of the
screen gives investigators options on
how to proceed, such as sending the
object to a laboratory for tests or
calling their superiors.

• The tutorial. This second compo-
nent of the program provides a de-
tailed description of how to carry
out a systemic and scientific method
of investigating any fire scene.

The scenario portion of the pro-
gram actually provides a context in
which users can apply the tutorial
information.

• The reference piece.
The final feature of the CD-ROM

program is a file drawer-like graph-
ic that users can click on to access

additional reference material on

specific investigative matters.
Although the CD-ROM won't be

available to fire investigators until
November 1998 at the earliest, its
potential was on display at the U.S.
Capitol last week as representatives
of Princeton, N.J.-based American
Reinsurance Co. and three other en-

tities signed a memorandum of
agreement committing themselves
to the project. Two federal agen-
des-the Bureau of Alcohol, Tobac-
co and Firearms and the U.S. Fire

Administration-and the National

Fire Protection Assn. also are signa-
tories to the agreement.

The CD-ROMs will be distributed

free by each signatory. American Re
will be responsible for distributing
them to the insurance industry,
which could include risk managers
and corporate loss control officials,
said Joseph Toscano, assistant vp
and fire investigations specialist for
the Princeton, N.J.-based reinsurer,

which is part of Munich Reinsur-
ance Group.

In addition to distributing the
CD-ROMs, American Re is provid-
ing technical assistance to the pro-
ject. Funding for the program is
coming from a $750,000 grant from
the ATF.

Mr. Toscano said arson causes

about $2 billion in property damage
annually, but he and other speakers
pointed out that the actual cost of
arson, when including such matters
as cost of investigation and business
interruption, is probably several
times that figure.

According to Raymond Kelly, the
U.S. Treasury Department's under-
secretary for enforcement, the pur-
pose of the new program is simple:
to increase the number of arrests
and convictions for arson.
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Fire investigators will be able to look through this burned-out residence on
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Harass
Contumed *om page 2
flesh nit the parameters of liability
under the sex discrimination laws.

Basically, businesses want to 1mow
what s covered and what's not sc they
can advise their management and
staff about office behavior,' said

Quen:n Riegel, deputy general coun-
sel of the National Assn. of Manufac-

turers m Washington.
Stephen Bokat, executive vp of the

National Chamber Litigation Center
Inc., z. Washington, said: "It's an in>
portart case because it will essablish
whetner the application of Title VII is
either less expansive or more expan-
sive fran people thought. We have a
problem with:he tremendous growth
of these cases. Depending on how the
court writes its opinion will determine
whether there's increased ammuni-

tion Eor plaintiffs lawyers. There's a
good 2hance they'll find coverage."

Mt Bokat said the center, which
files fgal briefs on behalf of the U.S.
Chamber of Commerce, hopes thejus-
tices will take a narrow view of the
extent to which Title VI[ covers same-
sex sexual harassment.

The rase began in 1991, when
Joseph Oncale signed on as a
rous--bc it on an offshore oil dmilling
F_g cperated by employees of Hous-
ton-based Sundowner Offshcre Ser-

vice Inc. (BI, Sept. 29; June 16). Mr.
Oncale alleges that during the next
few months after he was hired, he was
subjected to repeated sexual :ssaul-s
and =hreats of sexual abuse-includ-

ing hemosexualrape--by a pa-rof su-
perv.sors and a fellow employee

Mr. Oncale reported the incidents to
company officials, but they took no
actic,r.. He finally quit and sued Sun-
downer n U.S. District Court for the

District of Eastern Louisiana in 1994,
alleging he had been subjected to un-
lawful ·discrimination under Title VII

of the c,-vil rights act.
Title VII prohibits employers from

discriminating on the basis of race,
color, religion, sex or national origin.
But courts have split over whether
same-sex sexual harassment is cov-

ered by the title, despite the EEOC's
position that it is covered.

The·listrict court disposed of Mr.
Oncales complaint by holding that, as
a matter cf law, male-on-male sexual
harassment does not violate Title VII

because Title VII doesn't deal with

same--sex sexual harassment. Mr. On-

cale appealed to the 5th U.S. Circuit
Court c,f Appeals.

A three-judge panel of the appeals
court accepted the district court': in-
terpretation of the law, which led Mr.
Oncale to appeal to the U.S. Supreme
Court. which the court agreed to hear
in Junc (EL June 16).

"This case is not about the cuter

limits" of same-sex harassment, said
Mr. Oncale's attorney, Nicholas Cana-
day III of the Baton Rouge, La.,law
firm of G.bson, Gruenert & Canaday.
Rather, said Mr. Canaday, the ques-
tion is whether same-sex sexual ha-

rassment "exists as a matter of law"

under Title VII.

Afte listening to Mr. Canaday for a
few minutes, Chief Justice Witam
Rehnquist noted that "Title VII does
not speak of sexual harassment."

But the chief justice later sa-d "I
don't see how we could possibly sus-
tain" the court of appeals ruling that
the Title VII can never be applied to
same-5 ex sexual harassment.

U.S. Deputy Solicitor General Ed-
win S. Kneedler joined Mr. Oncale's
attorney in arguing for an expansive
interpretation of the statute.

As Mr Kneedler proceeded to ex-

plain why the government believes
sane-sEX sexual harassment does in-

deed tall under the protection of Title
VII, an obviously exasperated Justice
Sandra C''Connor interjected. "You're
leaving out the word 'discrimina-
tion. '

Bul if Mr. Kneedler shied away
from the word "discrimination." Sun-

do-baer's attorney showed no such
leticence

Harry M Reasoner, managing part-
net the Houston law firm Vinson &

Elkins, said Title VII is a discrimina-
tion statute meant to deal with dis-

crimnation by someone of one gender
against someone of the other.

That interpretation led Chief Jus-
tiee Cehnquist to point out that the
statute doesn't make mention of "men
and. 7,orr_en."

After aelding questions from the
justizes about, for example, how Title
VEr-ould apply to situations where a
male boss treated women under his

supervision well but men poorly, Mr.
Reasone. said the question was
wlhetner Congress intended the
statu:e to apply to "the entire gambit
of secualty" rather than only cases of
disc.-mination involving men and
wornen. He made clear that he took a

very narrow view of congressional in-
tens in -his case.

Several of the justices' comments
indicated that was too narrow an in-

te-preta:ion for their liking. Justice
An:onin Scalia said Mr. Reasoner ar-

gued that same-sex sexual harass-
menl was always beyond the pale of
Title VII even while acknowledging
that same-sex sexual discrimination

car. indeed exist.

Aher Mr. Canaday offered a brief
re. u.tal, Justice Scalia observed,
"You say sexual harassment always
constitutes discrirnination; your oppo-
nentsays it never does." m

Florida
Continued from page 2
Florida became the first state to im-

plement a managed care mandate for
its entire workers comp system.

"The education of both employees
and employers about how managed
care operates was considered to be a
key element for the implementation of
any managed care program." the
study said. The state's Agency tor
Health Care Administration set

guidelines directing employers to pro-
vide clear documentation about how

they disseminate program details.
The guidelines require that each

worker receive a copy of information-
al materials indicating "the provi-
sions, restrictions and limitations of
the workers compensation managed
care arrangement," including at least
descriptions of health care providers,
coverage for emergency and urgently
needed care provided within and out-
side the service area, limitations on m-
ferrals and the grievance procedure.

"The intent is that the educational

process occur beforehand," though
the guidelines did not specify that, ac-
cording to Jay Wolfson, a professor at
the university and a researcher on the
study.

Self-insurers had a better record of

following the intent of the law than
did insured employers, according to
the 16-page study.

A majority of the 10 self-insured
employers surveyed trained their
workers-primarily supervisors-pri-
or to an injury. The supervisors then
were expected to train the workers.

The 13 insured employers had a dif-
ferent experience, however. Insurers
mailed instructions to the employers
and relied on employers to educate
the workers.
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"Recognizing that not all employers
will follow their instructions and in-

vest the time to educate the employees
prior to injury," insurers have placed
their emphasis on making sure work-
ers are aware of their rights and re-
sponsibilities after an injury occurs,
the study found.

It's to be expected that employers
that buy insurance-generally small-
er than self-insured employers-pro-
vide workers with less pre-injury ed-
ucation, Ms. Johnson said.

In addition, "a lot of insured em-

ployers don't know they are operating
under a managed care arrangement,"
said Linda Knopf, assistant director
of the state Labor Department's Divi-
sion of Workers Compensation.

This is reinforced by the fact that
workers are used to being directed to
specific workers comp health care
providers, because they did not have
the right to choose providers previ-
ously, she said.

The five-phase study is intended to
help regulators and lawmakers estab-
lish best practices, develop education-
al and technical assistance programs
and make policy decisions regarding
managed care in workers comp. The
first phase examined how managed
care arrangements compared on their
formal field audits with state and reg-
ulatory requirements for approval
(BI, Sept. 8).

Meanwhile, the workers comp divi-
sion is asking the Florida Legislature
to extend the time period for the total
$150,000 study from year end to June
30 of next year, so the three remaining
studies can be completed. Thus far,
$85,000 remains, Ms. Knopf said.

.

Acopy ofthe second phase of the
study is crvailable for $20 from Jay
Wolfson at the University of South
Florida, 813-97+7663.
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Global Briefs

Richard Gamble has stepped
down as group chief executive
of Royal & Sun Alliance Insur-
ance Group P.L.C. in the first I

major board-level changes 
since RSA was formed by the
merger of Royal Insurance
P.L.C. and Sun Alliance Group
P.L.C. last year. Robert

Mendelsohn, chief executive
officer of Royal & Sun Alliance
USA Inc., will succeed Mr.
Gamble as group chief execu-
tive, subject to regulatory ap-
proval. Additionally, Roger
Taylor has relinquished his po-
sition as executive deputy
chairman to become non-exec-

utive deputy chairman and se-
nior adviser on external affairs

..The Institute of London
Underwriters and the London

International Insurance &

Reinsurance Market Assn. plan
to merge after a poll of mem-
bers showed a majority favors
forging a closer relationship
between the two. The ILU com-

mittee and the LIRMA council

are putting together rnerger
terms, but they still need the
formal ratification of member

companies before a single trade
organization can be formed

.The North of England Pro-
tection & Indemnity Assn. Ltd.
and Newcastle Protection & In-

demnity Assn. are joining
forces. The Newcastle P&I Club

will pay the North of England a
reinsurance-to-close premium
to close its account, including
the Newcastle's net insurance

liabilities at Feb. 20, 1998, its
free reserve at Feb. 20, 1997, to-
taling $8.3 million, and a risk
premium of up to $7.2 million.
The new club will cover about

5% of the world merchant fleet

. . . .Julian James has joined
Lloyd's of London to head up
the London operations of
Lloyd's North American busi-
ness unit. . . .Insurance fraud is

on the up in the United King-
dom, according to statistics re-
leased last week by the Assn. of
British Insurers. Estimates sug-
gest fraudulent claims have
risen to to £595 million ($1 bil-
lion) for 1997, 6.3% over last

year's level. Commercial insur-
ance buyers contributed less
than 7% of the total, with com-
mercial property fraud esti-
mated to cost the insurance in-

dustry about £40 million ($67.2
million) this year, mainly from
inflated claims. . . .Lloyd's cor-

porate investor Euclidian

P.L.C. has set up its own un-
' derwriting agency, claiming to

be the first corporate investor
spread over several syndicates
to do so. Euclidian Underwrit-

ing Ltd. will start with capaci-
ty of £20 million ($33.6 million)
at the beginning of next year,
writing South American and
Asian liability business, gener-
al contingency business and
general affinity business....
Rating agency Standard &
Poor's has raised its claims-

paying ability rating on Sphere
Drake Insurance P.L.C. and

Sphere Drake Insurance

(Bermuda) Ltd. to A- from BBB
and removed them both from

CreditWatch. S&P made the

move after Canada's Fairfax

Financial Holdings Ltd. com-
pleted its purchase of the
Sphere Drake Holdings Ltd.
group last week.

INTERNATIONAL

U.K. regulator urges
rail safety vigilance

By SARAH GODDARD

LONDON-Although British rail-
way companies recently posted an im-
proved record for fatal accidents, the
companies cannot become compla-
cent about safety, a government offi-
cial warns.

"I expect operators to go that extra
step in the pursuit of safety rather
than stop as soon as the figures indi-
cate that they appear to be justified in
doing so," said Stan Robertson, chief
inspector of railways, who last week
unveiled the U.K. Health and Safety
Executive's annual safety report on
railways.

For the year ending March 1997,
the HSE's railway figures are the low-
est for several fatal accident cate-

gomes.

"I am delighted to report that fatal-
ities are the lowest on record at 25,
three lower than last year," said Mr.
Robertson.

No one was 1dlled in an accident be-

tween a train and a vehicle at a level

crossing-the first time this has hap-
pened in half a century, according to
the HSE.

While those figures were improved,
the number of train accidents that re-

sulted in injuries have jumped to
1,753 for the period ending March 31,
from 989 in the year-earlier period.
That increase is partly due, however,
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to changes in reporting procedures
between the two years. For example,
some injuries pre,hously categorized
as causing minor injuries and not re-
ported have been recategorized as
major injuries. These include hand
and foot fractures; dislocation of the
shoulder, hip, knee or spine; and am-
putation of fingertips, toes, etc. It will
be another two to three years before
the figures will be fully comparable
on an annual basis, according to the
HSE.

Mr. Robertson said he was con-

cerned about the "real underlying in-
crease" in accidents reflected in the

figures issued by the government-
sponsond body. He identified vandal-
ism as the main cause of U.K. train

accidents and noted that over the

year, incidents of trains running into
obstructions that vandals have placed
on tracks have tisen by 53%.

"This is a massive and very disturb-
ing increase," he said.

Although vandalism is not a train
company's fault, in certain circum-
stances a rail operator is in a position
to minimize the problem, according to
Mr. Robertson. For example, during
the period the report covers, the HSE
discovered a high incidence of vandal-
ism at one particular viaduct. Vandals
on the train were throwing items out
of the windows as the cars crossed the

See Railways on page 33
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A fire at Australia's largest mining and resources company
caused two injuries and undetermined losses.

BHP response plan
minimizes fire loss
PORT KEMBLA, Australia-

Australia's largest mining and re-
sources company, The Broken Hill
Proprietary Co. Ltd., will not incur
any business interruption losses

, from a fire at its Port Kembla steel

 plant.
1 A spokesman for BHP Integrat-

ed Steel Group, said the company
suffered damage to a slab easter,
used to mold steel, and to cabling
at the plant.

BHP is expecting workers com-
pensation claims trom minor in-
juries, but no business interruption
claim because the plant returned to
normal operations the next day.
Product flow to customers had not

been disrupted as a result of the
fire, the spokesman said.

George Edgar, general manager
and chief executive officer of BHP

Integrated Steel Group, said emer-
gency procedures were implement-
ed quickly and effectively, avoiding
major injury to employees and

minimizing damage to the plant
and equipment.

BHP expects to have an initial
estimate of property damage losses
this week. Larry Parkes, BHP chief
engineer of technology, was inves-
tigating the damage last week.

The fire occurred Nov. 24, when

a transformer or high-voltage pow-
er switch failed at the flat products
division of BHP subsidiary BHP
Steel (AIS) Pty. Ltd. The
spokesman said cabling caught
fire, shutting down the power sup-
ply to the plant.

Two people suffered minor in-
juries, but no workers comp claims
had been filed by last week, he
said.

Any property claims that exceed
BHP's retention levels would trig-
ger coverage written by the compa-
ny's Melbourne, Australia-based
captive, BHP Marine & General
Pty. Ltd.

-Bv Yuette Higgins
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E.U. outlines plan
to tighten oversight
Directive would target insurer groups
By EDWIN UNSWORTH way off. The text has to be final-

ized and then go before the Euro-
BRUSSELS, Belgium-The pean Parliament for acceptance.

Council of the European Union This is unlikely to happen before
has agreed on the outlines of a the second half of 1998, making
long-awaited directive to improve adoption under each member
policyholder security by tighten- country's national legislation un-
ing regulation of international in- likely before the end of 1999, ac-
surance groups. cording to the Assn. of British In-

The directive on the additional surers.

oversight of insurers belonging to Measures in the directive would

insurance groups aims mainly to establish a test for an insurance

give E.U. regulatory authorities holding company's solvency and
more effective ways of measuring set a 20% stake as the threshold

the viability of a subsidiary with- for deciding whether a company
in a larger group. is part of a group. Other measures

The draft of the directive was would set stricter terms for re-

published in October 1995, but it porting subsidiaries' results.
has taken on more importance as The directive would increase

global mergers and acquisitions the supervision to which E.U. in-
by insurers and reinsurers have surance companies are subjected,
created many subsidiaries. including where financial data

However, implementation of must be made avail-

the directive still is a considerable See Directive on next page

Single-market laws
add competition: E.U.

By CAROLYN ALDRED

BRUSSELS, Belgium-Europe's
insurance market today is more
competitive, offering buyers a
greater range of products at cheap-
er prices and better service, as a re-
sult of single market insurance leg-
islation enacted in 1994, according
to the European Commission.

The effects of a series of insur-

ance directives, which took effect in
the European Union just more than
three years ago, "are beginning to
be seen in the marketplace in the
form of greater competition in na-
tional markets and the selling of
new insurance products," says a
memo the European Commission in
Brussels released recently.

The so-called Third Life and

Non-life Insurance Directives put
in place the basic framework for a
single market throughout the Euro-
pean Union for all types of insur-
ance coverage. Effective July 1,
1994, the package of directives in-
trodueed a single system for the au-

thorization and financial supervi-
sion of an insurance company by
themember state in which the in-

surer has its head office. This pro-
vides insurance companies with a
"European passport" enabling
them to carly on insurance business
throughout the European Union as
long as they are regulated in one
E.U. member state. The directives

also required member states to
abolish controls on premiums and
rates and prior approval of policy
conditions.

The effect of the E.U regulatory
liberalization is most marked in

"those national markets that, be-
fore the inception of the single li-
cense regime, were characterized by
strict controls over insurance poli-
cies and tariffs and a reluctance to

introduce innovatory insurance
products," the memo states.

Larger insurance companies
are increasingly offering pan-
European policies, particularly
for multinational cornpanies,

See Market on next page

Rates unlikely to rise
after two canceled tou rs

By CAROLYN ALDRED

LONDON-Millions of dollars of

insured losses resulting from the re-
cent cancellation of two major enter-
tainment tours are not expected to
harden rates in London's competi-
tive contingency market, which cov-
ers cancellation, entertainment and
event-related risks.

The entire Australia and New

Zealand leg of Michael Flatley's
Lord of the Dance worldw>ide tour

was canceled last week after the hos-

pitalization of Mr. Flatley due to a
chest infection. Mr. Flatley is the
lead dancer and creator of the Celtic

folk dancing show, formed after he
left the Riverdance troupe.

All tickets will be fully refunded,
said Stephen Marks, a partner of
London accounting firm Gelfand

Rennert Feldman & Brown. Mr.

Marks, who is Mr. Flatley's accoun-
tant, said

the tour's

cancellation

' by insur-
is covered

ance, though
V he would

t "

not corn-

ment on any
aspect of the

, insurance or
the size of

Mr. Flatley the loss.

Australian

newspapers last week estimated the
cancellation would cost $10 million
Australian ($6.8 million).

Ticket refunds also are being made
in connection with the cancellation

See Canceled on page 33
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Directive
Continued from previous page
able and reporting by insurance
subsidiaries based outside the Eu-

ropean Union. Transactions such
as loans, guarantees, investments
and reinsurance among compa-
nies within the same group would
have to be reported annually. The
directive sets out a mechanism for

calculating solvency, including
measures to prevent double ac-
counting of capital within differ-
ent parts of the group.

Germany has been the chief op-
ponent of the proposals. Among
other things, Germany's chief
concern is that the directive

would extend E.U. supervision for
the first time to reinsurers. Sever-

Market
Continued from previous page
the commission's memo observes.

Meanwhile, the number of com-
panies :hat have notified their in-
tention to provide insurance ser-
vices throughout the European
Union from a base in another mem-

ber state has increased, which "will
increase over time as the single
market develops further," the
memo says.

The E.U.'s single insurance mar-
ket is the third-largest insurance
market in the world, accounting for
25.4% of world's premium volume.
The largest is the United States,
with a 30.8% share, followed by
Japan, with 30%, according to the
commission.

In 1996, 4,800 insurance-related
companies were present in the Eu-
ropean Union, employing nearly 1
million people, according to the
Comite Europeen des Assurances, a
French insurance trade association.

Global premiums were valued at
455 billion European Currency
Units ($566.5 billion), or 7.1% of

the gross domestic product of the
combined E.U. member states.

Meanwhile, "the single market
for insurance has not yet developed
its full potential," the memo states.

"Without any doubt, the main
impact of the single license regime
. . .has been an increase of competi-
tion within different national mar-

kets," the memo states.
The abolition of prior approval of

policy conditions and tariffs by su-
pervisory authorities, which was
the rule in many E.U. countries be-
fore enactment of the legislation,
"has encouraged insurers to enter
new markets, and so increased
competition," according to the
rnenno.

INTERNATIONAL

al of the world's largest reinsur-
ers, including Munich Reinsur-
ance Co., are based in Germany.

Insurers also have not embraced

the directive.

The Comite Europeen des As-
surances, a Paris-based lobbying
group for European insurers. said
criteria other than the 20% par-
ticipation threshold should be
taken into account. These other

criteria should include the nature

of the relationship between a par-
ent company and its subsidiaries,
such as the possible existence of
majority voting rights, a dominant
influence or a single management.

The lobbying group also thinks
reinsurance companies should be
excluded from the directive, be-
lieving each member country
should decide the matter individ-

"It has also made possible the
marketing of new insurance prod-
ucts in individual national markets,
both as regards policy conditions
and the price of insurance con-
tracts. In many cases, customers
have a much wider choice of insur-

ance products than they had 10
years ago. Insurers are increasingly
forced to compete in order to offer
insurance products that meet cus-
tomers' requirements, (which) is
contributing to lower prices for in-
surance products," the memo con-
tinues.

Insurers also are improving the
quality of their services and react-
ing more quickly to the demands of
policyholders, the memo notes.

However, the memo confirmed

that large price differentials still
exist between member states for

several reasons. This partly is due
to different national characteris-

ties-such as life expectancy,
lifestyle habits, cultural differences
and differing compensation levels-
and because the trend toward in-

creased competition following lib-
eralization is only beginning to
trickle down to buyers in the mar-

ketplace, according to the commis-
sion's memo.

Three years is too soon to see
more changes, and there have been
some delays in implementing the
directives, the memo noted.

As far as implementation is con-
cerned, the commission describes
the overall level of implementation
by member states of the directives
now as "broadly satisfactory,"
though the measures have not been
fully adopted by all member states
(see related story).

Meanwhile, the European Com-
mission is preparing to reinforce
the insurance regulatory statutes
laid down by the insurance direc-
tives and is examining whether sol-

ually.
However, the ABI, which has

been closely monitoring the pro-
gress of the directive, advocates
the inclusion of reinsurers as an

important part of the insurance
industry.

Nevertheless, the ABI expressed
concerns about the cost implica-
tions of the directive. In a state-

ment, the ABI said the complexity
of reporting under the directive,
possibly on different bases and to
a number of supervisors, "could
give rise to significant additional
costs for companies and would
not provide any increase in secu-
rity."

While the directive only applies
to insurance groups, similar mea-
sures for financial conglomerates
are expected to follow. ial

vency guidelines need to be revised
to ensure the financial strength of
insurance companies. In a related
move, the Council of the European
Union last month completed its
first reading of a proposed directive
on supervision of insurance compa-
nies that are affiliated with other

insurance companies. This directive
will require supervisory authorities
to ensure the solvency of an indi-
vidual insurance company, even if
it is part of a larger insurance-relat-
ed group of companies. Under the
proposal, supervisors would be re-
quired to look beyond an individu-
al insurance company to assess its
financial strength.

In particular, double counting of
capital among insurance companies
would be eliminated, inter-compa-
ny transactions within an insurance
group would be more carefully
monitored and financial informa-

tion on all insurance companies in a
group would have to be available,
accessible and exchanged between
supervisory authorities if necessary.

"The directive would enhance the

protection of policyholders and re-
duce the risk of unfair competition
between insurance (companies)
within the community," said the
commission's memo, adding that it
"would also pave the way for a co-
herent E.U. approach towards the
supervision of so-called financial
conglomerates."

Other related work being carried
out by the European Commission
relating to insurance includes an
examination of the impact on in-
surance legislation of the planned
introduction of the Euro, or single
European currency; an examination
of E.U. members' national legisla-
tion on insurance intermediaries;
and an examination of the consis-

tency of members' tax regimes on
insurance. Eli
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Railways
Continued from page 31
viaduct, endangering both people
and property underneath.

In response, the HSE issued
Railtrack P.L.C., the company re-
sponsible for British rail infras-
tructure, with an "improvement
notice," essentially requiring it to
fence in the viaduct to protect the
area from objects thrown from a
train.

Railtrack appealed the order,
but the HSE proved to a tribunal
that Railtrack's risk assessment

had been faulty and contributed
to the problem. An HSE

spokesman said the work now has
been done to fence in the strue-
ture.

Self-regulation of safety and
risk assessment plays a large part
in the HSE's monitoring of British
rail safety. As the British railway
network has been privatized, a
process that began in February
1996, rail operators have been re-
quired to put together plans,
called "safety cases," for approval
by Railtrack under the Railways
(Safety Case) Regulations 1994.

In turn, Railtrack's safety case
is approved by the HSE. These
plans outline how the organiza-
tions intend to tackle and control
safety risks and are the yardsticks
against which HSE inspectors
measure a rail operator's safety
performance.

Originally developed in 1991 for
the offshore energy industry, safe-
ty cases are reviewed every three
years by the relevant regulator,
and cover many areas, including:

• Safety policy.
• Standards.

• Risk assessment.

• Organization.
• Arrangements for ensuring

competence and fitness of sys
terns.

• Arrangements for ensuring
that safety systems and proce
dures are implemented.

• Monitoring, audit and review.
• Emergency procedures.
• Crowd control arrangements.
If a "material change" takes

place in a rail company's opera
tions, the 1994 law requires that
the safety case be amended to re
fleet it.

The HSE report notes that some
rail operators limit their safety
activities to what they outlined in
their safety cases, even though
better practices may be available

"The reality is that no safety
case can cover all physical fea
tures and human aspects of a par
ticular organization," said the re
port. "There will always be room
for improvement 'on the ground'
using the procedures and princi
ples set out in the safety case."

The HSE's report acknowledges
that risk assessments are playing
an increasing role in managing
safety but adds that many firms
are using only basic, semi-quanti
fied assessments, Such assess
ments are "generally useful as a
risk screening tool, but they are a
fairly coarse sieve and are of little
use as a day-by-day measure of
change," the report says.

In contrast, the HSE said it re
gards quantified risk assessments
as "a valuable part of the tool kit
which enables the assessment and
prioritization of risks from differ-
ent potential hazards."

The HM Chief Inspector of Rail-
ways' 1996/1997 Annual Report
on railway safety is available for
£14.95 ($25.13)from HSE Books,
P. O. Box 1999, Sudbury, Suffolk
CO10 6FS England; 44-178-788-
1165.

Canceled
Continued#om page 31
last month of INXS's concert tour.
The tour was canceled after lead

singer Michael Hutchence commit-
ted suicide Nov. 22, four days be-
fore the tour was due to begin.

The band's Melbourne-based

promoter, Frontier Touring Co.
Ltd., refused to comment on any in-
surance arrangements (BI, Dec. 1).

However, London market insur-
ance executives told Business In-
surance that Mr. Hutchence's
record company, PolyGram

Records, has what is known m the
market as a confidentiallife insur-
ance policy worth several million
pounds that reimburses the compa-
ny in the event of the singer's death.

INTERNATIONAL

A confidential life insurance policy
covers the life of a third party, who
may or may not be aware of the
coverage, by a policyholder that
would be exposed to loss if the par-
ty dies. PolyGram would not com-
rnent

The contingency market is very
competitive at the moment, and the
combined losses would have to be
very large to have any chance of
raising rates, said Kelvin Mercer,
managing director of ASU Enter-
prises L.L.C. The company, which
recently merged with Boston-based
American Specialty Underwriters
Inc., underwrites event cancellation
and other contingency risks for a
group of 15 Lloyd's of London syn-
dicates.

Mr. Mercer estimated it would
take combined losses of at least $20

million to $30 million to have any
impact on the market.

"This downturn in the cycle is
particularly severe," he said. "Rates
have dropped dramatically in the
last two to three years, and it's dif-
ficult to see where its going to end."

Rates for contingency coverage
are continuing to decline, agreed
John Silcock, a director at Robert-
son Taylor Insurance Brokers in
London.

Robert Wood, a director of broker
Adams Brothers in London, agreed
that the market is "extraordinarily
soft" but said the Lord of the Dance
loss could begin to bring more real-
istic underwriting to the market.

The cancellation of the entire tour
of a successful show "will be a sub-

stantial loss," he predicted.
Contingency losses this year

mainly have related to events can-
celed due to bad weather, such as
the heavy rainfall suffered by Eu-
rope in the early summer, said Mr.
Mercer. Other incidents that result-
ed in event cancellations were the
death of Princess Diana in August
and a recent labor strike by French
truck drivers that forced some

events, including a show by British
pop band Oasis, to be canceled
when equipment was stuck in
French truck blockades.

Meanwhile, the biggest issue
troubling contingency underwriters
at the moment is the approaching
millennium, said Mr. Mercer.

"A lot of events are seeking insur-
ance for the year 2000, and the gen-
eral consensus in Lloyd's is that any
loss due to computer non-compli-
ance should be excluded," he said.
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Tort Proponents of reform hope that a ployers' concerns for intentional misconduct Republic Industries Inc, the Fort
version of the Florida Accountabill- Members of the academy said • Barnng lawsuits against prod- Lauderdale, Fla -based owner of
ty and Individual Responsibility Act during the hearings that there is not ucts more than 12 years old Alamo Rent A Car Inc and Nation-

Contmued frompage l or a sinular bill can make it through an explosion of negligence or per- • Capplng attorneys fees al Car Rental System Inc
In a study released earliet this the 1998 legislative session The sonal injury htigation in Florida In- • Abolishing Joint and several ha- ' If we're negligent on the mainte-

year, Florida Chamber of Com- FAIR Act failed to gain final ap- stead, the most significant area of bility in cases involving non-eco- nance of a car, obviously we should
merce members with 10 or more em- proval before this year's session litigation involves businesses suing nomic damages of $25,000 or less remain liable for any acts of negli-
ployees cited "fear of unfair law- ended in May businesses, attorneys said Businesses are particularly inter- genee," Mr Conklin said, but he
suits" as the main obstacle to ex- A study released in October by a TRUE is representmg its members ested in seeing vicarious liability added that rental car companies
pansion coalition of business groups, local at the legislative hearings and press- abolished in Florida, one of only a have been held vicariously hable for

Small employers have the same governments and professional orga- handful of states with a version of judgments in accidents that were
fear, said Lance Lozano, assistant mzations called Tort Reform United the doctrine in force not the companies' fault
director of governmental and leg- Effort indicates that provisions of 'We want that reform to Vicarious liability is the imposi- "We want that reform to take us

islative affairs at Florida United the FAIR Act would reduce the tion of hability on one person for the out of the 19th century," Mr Con-
Business Assn Most of the group's amount of htigation in the state and take us out of the 19th actionable conduct of another based khn said of abohshing vicarious lia-
8,000 members have 10 or fewer em- lower tort costs by $ 1 bilhon century,' Howard Conklin solely on a relationship between the bility
ployees Mr Brainerd of the Florida Assn two persons In Florida, employers Plaintiffs attorneys argued m the

"The concern in the small busi- of Insurance Agents said reform lS says of abolishing can be held responsible for a work- Senate hearings that the doctrine
ness community is the fear of law- needed because of the high dollar vicarious liability. er's negligent acts when those acts encourages corporate responsibility
suits," he said "They fear hinng ex- amounts "siphoned off into attor- were carried out within the scope of Attorneys said limiting the hability
tra people or expanding their bum- neys fees, court costs" and other ar- employment of rental car businesses would re-

nesses because they may get sued " eas apart from what claimants re- Businesses such as rental cai com- move the incentive for companies to
Employers have indicated during ceive ing for changes in several areas panies are especially interes:ed in rent to safe dnvers

the hearings that they are reluctant The Academy of Florida Trial Those changes, some of which are seeing the doctrine abohshed Tmal lawyers testified that out-of-
to hire because liability statutes in Lawyers is representing plaintiffs contained in the FAIR Act, include "Vicarlous liability means that if state tourists may not be available
the state hold them responsible foi attorneys' mterests at the legislative • Ellminating VicanOUS liability m anyone driving a rental car causes as defendants in cases involving a
negligent acts of their workers hearings While the group could not the state an accident, liability is imputed to rental car accident Therefore, with-
Some business owners say the fear provide an official to comment on •Raising the standard of proof the owner of the car" regardless of Out Vicarlous liability, Florida tax-
of suits also is stopping them from ltS concerns, summaries of testimo- before punitive damages could be whether the driver was at fau.t, ex- layers might have to bear costs as-
introducing new products and ser- ny before the Senate committee awarded plamed Howard Conkhn, executive sociated with care to accident vic-
vices show attorneys don't agree with em- • Allowing punitive damages only director of government relations for -lms
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New views make room for big contributions Mr Regan said -Assumptions are
key," he said, and understanding
those assumptions and the data

Broader look at risk includes balance sheet, earnings protection: Speaker and concepts that go into them iS
critical

The actuaries Becton Dickinson

By RODD ZOLKOS truly understanding them said Richard C Heydinger, direc- taken lightly," said Mr Young, hired were directed to review 10
The company's Bermuda-domi- tor of risk management services also noting that "multiyear/multi- years of traditional loss data and

AVENTURA, Fla -The shift ciled captive, Long-Tail Risk In- for Kansas City. Mo -based Hall- line programs don't work if you underwriting information The
from traditional risk management surers Ltd , remains a focal point mark view them as one-night stands " studies evaluated increased reten-

to strategic risk financing and en- of the company's risk financing Once they've decided on appro- Thomas M Regan, director of tion levels for each line based on
terprise-wide risk management program priate modeling tools, the compa- corporate risk management at examination of 15,000 Monte Car-
offers numerous opportunities for The company's captive strategy ny can analyze its risk profile and Becton Dickinson & Co in lo simulations, which simulate
organizations and their risk man- for the 1992-1997 period called for determine how lt might use some Franklin Lakes, NJ, said the random events
agers determining actuarially derived of the more advanced risk financ- worldwide medical device and di- Mr Regan said the company

i believe we premiums to ing techniques and what new roles agnostic equipment manufacturer found no shortage of insurers ea-

have huge opportu- 7th World Captive be paid by BT ger to participate in Becton Dick-

nities as risk man- to the captive inson's "first generation concept,"

agers to be chief in- SSh*sld Risk Rnancing INum for "uninsur- which sought to aggregate a num-

formation brokers \ able risks." 7 believe we have huge opportunities as ber of exposures and also involve

internally," Dou- Mr Hoffman the company's Bermuda-domi-

glas G Hoffman, said In addi- risk managers to be chief information ciled captive in some fashion

managing director at New York- tion, the captive was critical for brokers internally,' says Douglas G.
Becton Dickinson's criteria for

based Bankers Trust Co, said dur- selective use of insurance and determining whether to move for-

ing last month's 7th World Cap- reinsurance markets and reducing Hoffman of Bankers Trust Co. ward with the plan included ob-
live and Alternative Risk Financ- insurer "frictional costs by re- taining coverage at least as broad

ing Forum in Aventura, Fla taining "continually increasing as provided under its existing pro-

In that new role, risk managers amounts of risk " gram and preferably improved, a

can add huge value to their orga- "First and foremost, we wanted program that provided balance

nizations, said Mr Hoffman, to aggregate and basket certain Hallmark's Vermont-domiciled first became interested in strate- sheet and income protection, and
adding, "I think this is the future risk classes," he said captive might play in those pro- gic risk financing in 1994 and be- some sort of premium benefit
of risk management " To move to an advanced risk fi- grams, Mr Heydinger said gan studying the concept in Ultimately the company took a

Speaking as part of a panel of- nancing strategy, a company first Speaking on another panel at earnest the next year pass on its first generation con-
fering case studies of their compa- must find a common language to the conference examining multi- "It was time for what I viewed cept when the proposals it re-
nies' risk financing experiences, facilitate measuring risk on an en- year/multiline programs, J Brady as a fresh approach," he said "We ceived failed to meet its criteria,
Mr Hoffman suggested captives terprise-wide basis, Mr Hoffman Young, president of Alternative like the concept because in our most notably m that the Insurance
also will be an important part of said Risk Solutions Inc in Lexington, view it helps us manage the risks programs provided no financial
advanced approaches to managing The method developed at Mass, noted that the goal of mul- of the firm differently " benefit to Becton Dickinson when

a company's risk Bankers Trust lS Risk Adjusted tiyear/multihne programs is to re- Mr Regan presented to his com- total costs were evaluated
"Captives are key, present a key Return on Capital, or RAROC, duce fixed costs and increase sta- pany's treasurer a white paper on But the company still likes the

opportunity," he said "(They) are which has the advantage of pro- bility the concept that discussed a few concept of an advanced risk fi-
not the only answer but present a viding a measure of the company's By bundling diverse risks to- potential structures nancing program and continues

key opportunity and are part of exposure to risk on an annual ba- gether, such programs also can "Executive education in my its efforts to craft such an ap-
the answer" sis, Mr Hoffman said generate capacity for certain ex- view is one of the most important proach, this time working with

The process must begin by look- "Operational risk is hard to posures that might otherwise be aspects of any undertaking like Aon Capital Markets Inc on a
ing at risk in a far broader sense measure but we've got to get uninsurable, he said this," he said "I felt that this had "second generation" concept, Mr
than has previously been the case, started," he said Mr Young added, however, that to be done first I had to get the Regan said
Mr Hoffman suggested, an exer- The risk evaluation information the multiyear/multiline programs buy-in of my management " From Becton Dickinson's per-

cise that must be undertaken with Bankers Trust developed now al- aren't a "panacea" for all of an or- The company decided to explore spective, the expertise the capital
two key oblectives balance sheet lows it to go forward and examine ganizationt risk management a basket aggregate approach and markets group can bring to the
protection and earnings protee- blended risk approaches problems, and require consider- began an investigation of the ap- process is very different from that
tion or smoothing Hallmark Cards Inc is meeting able work and commitment to be proaches taken by peer group brought by an Insurance-based

Bankers Trust has spent the past now with brokers to see what sort structured properly companies group, Mr Regan said

five years analyzing its risks, and of modeling techniques or tools "Given the amount of work it "The hard part in my view is en- "We believe our efforts will bear

Mr Hoffman said the company exist that might be useful in ana- takes to put one of these together, gaging actuaries and really trying fruit but when that will happen
now appears to be at the point of lyzing the company's exposures, it is not something that should be to understand what this means," we don't know," he said Eli

Changes mean challenges for health care captives
By DOUGLAS McLEOD gested competition-driven merg- managed care groups also bring Bermuda captive wluting stop-loss rated, and the rating for each

ers and acquisitions among health new management and new sys- insurance for 13 participating member factors in the experience
AVENTURA, Fla -Changes in care organizations tems of decision-making that can plans and producing about $4 3 of all members

the health care industry are treat- "Even if you do everything create new liabilities, Mr Mc- million in annual premiums, he • Making sure "the grass isn't
ing new exposures for medical right, you can still lose some of Carthy said said greener" in the commercial insur-

providers and changing the way your shareholder organizations" While liability claims in prior These guiding principles in- ance market "We have to justify
their captive insurers operate to mergers, he observed years typically involved one doc- clude our rates every year," Mr Wolfson

Managed care expansion and Three of CRICO's original tor, they now run up and down a • Defining the group's mission said, noting that The HMO Group
health industry shareholders, found that its rates last year were

consolidation are 7th World Captive for example, 20% below commercial market

giving rise to new /Sh and Risk Financing Forum have merged rates

liabilities and cre- RY**1 into one compa- 'Even if you do everything right, you can still • Keeping members interested,

ating new chal- Q9 ny that now lose some of your shareholder organizations' including looking out for new

lenges for health produces 48% lines of business for the captive

organization of the insurer's to mergers, says John McCarthy of Harvard Mr Wolfson predicted that re-

group captives, said John Mc- revenue, he said
cent reductions in the rate of

Carthy, president of Harvard Risk "Over time, the shift has been to Risk Management Foundation. health care inflation won't last

Management Foundation, the larger and larger organizations," and that "we are going to see

Cambridge, Mass, parent of Con- he noted higher inflation through 1999 "

trolled Risk Insurance Co Ltd of This has precipitated changes in One reason for this, he said, is

the Cayman Islands the way the Harvard Risk Man- chain of managed care organiza- to include not only providing in- the consumer backlash against
CRICO, founded by 13 share- agement's operations are gov- tions and affiliates of the doctor, surance but also risk management managed care, which will trigger

holder hospitals, now provides erned he explained, noting that "enter- advice and managed care consult- costly procedures for appealing
professional liability coverage to While each CRICO shareholder prise liability" is an issue health ing on issues such as preventing claim denials
several dozen hospitals as well as formerly had one vote on its board care providers will increasingly premature births, one of the Both Mr Wolfson and Mr Me-
managed care organizations and of directors, representation is now face group's largest sources of claims Carthy conceded that managed

generates about $60 million in an- proportional, with large share- Rationing of health care under • Empowerment of the group's care organizations have not fo-
nual premiums, Mr McCarthy holders having more voting power managed care programs also can provider members, who should cused enough on the quality of the
said than smaller shareholders, Mr lead to claims from patients who run the insurance operation care they provide

A large percentage of the man- McCarthy said think they did not get enough "They make the rules, they live "A lot of what's out there mas-

aged care groups, including health Consolidation among share- care, and "telemedicine"-such as with them," Mr Wolfson said querading as managed care is not

maintenance organizations, pre- holders puts other pressures on diagnosing conditions via the In- • Remembering that the insur- managed care, it's managed in-
ferred provider organizations and captives like CRICO, he added A ternet-will create "scary" new ance company is "not a club " demnity," Mr Wolfson said "We
physician groups, have joined captive, for example, may have theories of liability, Mr McCarthy Captives should have clear under- are still (focusing) on price, we are
CRICO in the past three years The excess capital at a time when its predicted writing guidelines and strategies still (focusing) on choice, and the
captive in 1995 established a Ver- owners need more capital them- Operators of health care group for dealing with members that market has not grappled with
mont-domiciled affiliate specifi- selves to support mergers and ac- captives should follow a few guid- produce big losses The HMO quality in a major way -
cally to insure the managed care quisitions, creating an issue of ing principles, said Daniel Wolf- Group's strategies include claims "If managed care is done right,

companies in an onshore facility, how much the captive should re- son, president and CEO of reviews and raising the member's lt can be better care," said Mr
he told an audience at the 7th mit as dividends The HMO Group, a New Bruns- deductible, if nothing else works, McCarthy, who predicted that fu-
World Captive and Alternative "Capital can be a destabilizing wick, NJ, organization of inde- "we will throw them out," Mr ture competition among health
Risk Financing Forum last month thing," he observed "Capital is a pendent group practice prepay- Wolfson said

CRICO's growth obscures an- two-way street " ment plans • Maintaining fairness HMO less on price than on comparable
other trend, Mr McCarthy sug- Mergers and creation of new The HMO group has operated a Group members are experience- quality of care
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How do you bug me? Risk exec, actuary cou nt the ways
By DOUGLAS McLEOD

AVENTURA, Fla.-David Let-

terman is now getting competition
from actuaries and risk managers.

At the 7th World Captive & Al-
ternative Risk Financing Forum
last month, an actuary and a risk
manager squared off with the top
10 problems each has with the
other.

Susan J. Patschak, who analyzes
captive and self-insured loss re-
serves as an actuary and principal
with Tillinghast-Towers Perrin in
Atlanta, offered her top 10 prob-
lems with risk managers, includ-
ing that they:

10. Think IBNR (incurred but
not reported losses) really stands
for "indicated but not required"
for their companies.

9. Think calendar year loss ex-
perience is the same as accident
year experience and can't under-
stand why results differ.

8. Think of claims data as the

actuary's data, not their own, es-

pecially if the results are worse
than the risk manager expects.

"It's important to understand
what you're sending your actu-
ary," she said. "The better your
data is, the less expensive your re-
serve review is going to be."

7. Tell the actuary nothing has
changed at their company during
the year when, for example, the
head of claims has died, the claims
staff has doubled or the mix of

business has shifted.

"You cannot use normal actuar-

ial techniques when there have
been changes in the claims pro-
cess," she said.

6. Take the actuary's estimates
as exact science until the results

turn out worse than expected.
5. Assume loss reports don't

need to balance with financial re-

sults because they are from differ-
ent data sources.

"They do need to be consistent,"
she said.

4. Think they'd be making a
profit if it weren't for actuaries.

Dates set for 1998 forum
AVENTURA, Fla-The Sev- name a few.

enth Annual World Captive and Additional coverage of this
Alternative Risk Financing Fo- year's conference appeared in
rum drew about 325 attendees the Dec. 1 issue of Business In-
Nov. 16-19 to surance.

the Turnberry 7th World Captive Next year's
Isle Resort & xh Eighth World

/ kiv A and Risk Rom,eing Forum Captive andClub in Aven- tura, Fla. Alternative

Conference Risk Financ-

sessions in- ing Forunn

cluded such topics as domicile will be held Nov. 15-18, 1998, at

selection, tax and regulatory is- the Doral Golf Resort & Spa in
sues, reinsurance, rent-a-cap- Miami. For more information,
tives, the future of alternative call the World Captive Forum at
risk financing and fraud, to 612-928-4659.

arvi
Reinsurance Intermediary

"It's a lot easier to get upset with
a bunch of nerds than guys you
play golf with every week," she
said of risk managers' urge to

7th World Captive
/Sh and Risk Financing Forum

blame actuaries for poor reserv-
ing.

3. Are sure their experience is
always better than industry
benchrnarks.

2. Believe every large loss is a
fluke that won't happen again.

1. Tell actuaries they've weeded
out all their bad business.

"Yep, and the check's in the
mail," Ms. Patschak deadpanned.

Meanwhile, Fred Travis, direc-
tor of corporate safety and risk
management for Anheuser-Busch
Cos. Inc. in St. Louis, offered his
own top 10 list. To his mind, actu-
anes:

10. Love math and focus too

much on their estimating tech-
niques and not enough on the
meaning and ramifications of their
estimates.

9. Don't include formal variance

statistics or confidence intervals

with their estimates.

8. Always want to add to re-
serves for large losses, even when
the claims were closed long ago.

7. Present their estimates as

gospel, no matter how soft the
data that produced them.

6. Think IBNR stands for "in-

crease because (we) need (more)
reserves."

5. Don't understand risk man-

agers' businesses or their risks and
don't always understand the na-
ture of the claims they're estimat-
ing reserves for.

4. Can't produce concise reports
for management.

"There's an extreme disconnect

between what an actuary can pro-
duce and what senior manage-
ments of corporations can digest,"

Mr. Travis said.

3. Think data grow on trees and
always want more, no matter how
much risk managers give them.

2. Don't understand that the

risks in a captive are much better
than average.

1. Never get in trouble for
adding to reserves.

To get the most from actuaries,
risk managers should provide
good data, explain limitations to
their usefulness and review inputs
for errors before they are used, Mr.
Travis said.

Risk managers should also seek
clarity from actuaries by getting
confidence intervals for estimates,
and a separate analysis of large
losses and estimates by line of cov-
erage and business group, he said.

Risk managers should also be
part of the actuarial review pro-
cess, reviewing draft results, ques-
tioning actuarial assumptions and
collaborating with the actualy on
the final presentation to manage-
ment, he advised.

AMA seeks Aetna concessions
Physician group criticizes health plan's Florida contracts

By ROBERT KAZEL

CHICAGO-Charging that con-
tracts between Aetna U.S. Health-

care and doctors in Florida allow

the managed care company to
"unilaterally change patient
care," the American Medical

Assn. is urging the managed care
company to grant more rights to
its physicians.

The AMA's letter, written Oct.
31 but only made public last
week, criticized the Florida con-
tracts on numerous fronts.
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INTEGRITY

SERVICE

CONSISTENT PHILOSOPHY & PERFORMANCE
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The AMA complaint represents
a new, more aggressive stance by
the Chicago-based physician
group against what it deems to be
the managed care company's en-
croachment on traditional physi-
cian decision-making turf.

Blue Bell, Pa.-based Aetna U.S.
Healthcare said it is reviewing its
contracts and would not get into a
direct dialogue with the AMA
due to "antitrust and other con-

cerns."

The complaints initially arose
out of inspections of the contracts
by the Florida Medical Assn.;
since then, attorneys representing
doctors in five other states also

have lodged complaints with the
AMA about Aetna U.S. Health-
care's contracts.

The complaints include the
charge that the contracts have an
open-ended definition of "emer-
gency services" that allows the
company to deny coverage of nec-
essary care.

Other provisions give Aetna
U.S. Healthcare the authority to
judge what services are covered,
yet give to the provider "sole re-
sponsibility for care."

These provisions are contradic-
tory because they "allow you to
control patient care but avoid lia-
bility for the patient's outcome
based on the results of your deci-
sions," the AMA's letter said.

The contracts also put at risk of
termination those physicians in
the plan who attempt to appeal
Aetna U.S. Healthcare's denials of

care, especially those who treat
difficult cases, the AMA said.

"These physicians face. . .an
onerous risk of termination due

to their increased need for patient
advocacy," according to the AMA.

The AMA said it also objected
to these provisions in the con-
tracts:

• Gag clauses. Even though Aet-
na U.S. Healthcare last year an-
nounced it would stop the use of
so-called physician gag clauses in
its contracts, "the spirit of gag-
ging physician communications to
patients is still alive at Aetna U.S.
Healthcare," because of rules

banning doctors from indicating
that managed care will lead to in-
ferior treatment, the AMA said.

• Confidentiality. Although the

contracts in question specify that

all patients' health information
should be completely open to the
health plan, the AMA argued that
"the medical record is the person-
al property of the physician and
that the record is a confidential

document involving the patient-
physician relationship."

• Appeals. The dispute resolu-
tion mechanism outlined in the

contract is very vague, contends
the AMA. "Aetna is giving itself
the ultimate power to supersede a
physician's determination regard-
ing the necessity of medical ser-
vice and to deny even clearly
needed medical care," the AMA
said.

• Claims submission. Aetna U.S.

Healthcare requires that claims be
submitted within 90 days of ser-
vices and that claims must be ad-

justed within 30 days of the origi-
nal claim. The AMA says excep-
tions should be made for unfore-

seen circumstances and that Aet-

na itself should also be required to
make timely payment on claims.

In a statement released last

week, Aetna U.S. Healthcare said

it had no interest in "negotiating
contract terms with the AMA."

No gag clauses exist in the man-
aged care company's contracts, it
stated.

To avoid any confusion, clauses
prohibiting doctor-patient discus-
sion of how managed care affects
quality of care already have been
eliminated, according to Aetna
U.S. Healthcare.

The company also said that de-
spite the AMA's desire for records
privacy, the company has an ab-
solute right to review patient
records for such purposes as qual-
ity assessment, credentialing and
disease management.

In addition, the company reject-
ed the notion that appeals pro-
cesses are not available to Aetna

U.S. Healthcare, pointing out that
grievance processes are required
by state and federal law and are
in place in every Aetna U.S.
Healthcare HMO.

It also defended its emergency
care rules, arguing it has adopted
the "prudent lay person" defini-
tion of an emergency for all its
HMOs, as set forth in the Bal-

anced Budget Act of 1997. Ell

--
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Largest U.S. reinsurers' nine-month 1997 results
Ranked by net reinsurance premiums written. All amounts in thousands of dollars.

Net Net

remsurance remsurance Policyholders Losses
premiums premiums surplus Net & loss Combined Combined

Reinsurers written written (reinsurers income adjustment Loss Underwriting Expense ratio ratio
1997 1996 only) 1997 expenses ratio expenses ratio 1997 1996

--

1 General Re 2,320,152 2,202,538 6,103,512 641,767 --1,608,457 67.5 732,061 31 6 991 97 7
2 American Re 2,028,323 1,962,815 %277,155 112,385 1,317,903 69 5 690,844 341 103 6 94 7

--
--

3 Employers Re 1,399,320 1,377,177 4,829,494 441,107 908,380 68 2 464,168 33.2 101 4 104 8
-- ----

; ]4_Berkshire Hathaway 926,100 656,400 N/A NIA 517,300 947 42,860 78 1025 1113 +
-- -

--- -5 Transatlantic/Putnam 821,498 789,744 1,118,553 106,503 582,229 745 206,937 25 2 99.7 101 3 1
--

I-- .--I- --13 junch Re(NA) .-___ _.818,239_ -_ 803,204- 842,2 -- __190,372__ __589,192_ _ 70 0 28?.14 -34-8 -_ 1.951_1013_1 1
7. Everest Re 741,179 629,647 888,229 127,347 520,769 70.7 231,027 31.2 101 8 103.9 1

13_-31 EBul-Cos 588,534 606,256 N/A N/A 406,070 71 9 183,981 31.3 103 1 1049 1 1
9 Swiss Re America 584,393 514,687 1,458,802 181,150 371,498 65.8 223,187 38.2 104.0 1040 |

10 Hartford Re Co 513,874 447,946 N/A N/A 367,865 76 2 144,578 28 1 104 4 103.8

11 SCOR U.S Group 459,341 326,321 421,574 40,513 331,027 71.2 150,281 32.7 103.9 1038

,12.-Kemper Re 458,161 398,806 515,860 26,144 326,487 789 140,230 306 109 5 184 9
13 TIG Re Co 409,904 420,986 578,446 65,699 287,844 72.1 127,847 31 2 103.3 101 9
114 NAC Re 399,736 374,36q     690,984 55,208 _ _ 252,860 65 8 147,980 37 0 102 8 101 1
15 F&G Re 347,895 372,605 N/A N/A 249,629 68.2 79,304 22.8 91 0 88 8
16. Constitution Re 337,523 398,125 356,670 29,630 267,884 738 107,276 31 8 1056 1027

17. Underwriters Re 281,057 279,449 659,795 23,819 191,508 74.2 79,152 28.2 102.3 102 2

18 Signet Star Re 210,779 196,845 263,127 8,008 139,521 71 9 67,826 32 2 104 1 1028
19 Chartwell Re 206,330 140,960 251,279 13,636 119,218 66 1 74,121 35 9 102 1 107 3

20 Gerling Global Re 162,127 295,594 (12,070) 63,908 77 7 40,254 248 1025

Totals for Top 20 14,008,465 12,898,871 21,551,126 1,961,218 9,410,549 71.2 4,216,478 30.1 101.3 103.6

Total for all companies 15,065,784 14,115,283 26,281,199 2,388,985 10,085,858 69.4 4,814,285 32.0 101.3 103.1
Source Reinsurance Assn of Amenca and Bumness /nsurance

Results
of 1997, up 6 7% from from the Given there does not seem to be Hartford Re's Mr Zettervall Greenspan, because were inflation
comparable period a year ago any exodus of capital from the "It's a big risk, because reinsur- to become a problem as it was in
This is a decline from the 8% sector, continued price competi- ers are promising today to pay the 1970s, then I think many rein-
growth reported for the first half tion and compressed margins with claims five, 10, even 30 years into surance companies could topple,

Continued from page 2 Excluding Gerling Global, the possibly greater catastrophes will the future, and many reinsurers and the reputation of a generation
armies, so I look at it this way The top 19 reinsurers reported $13 85 make earnings growth "incremen- are pricing their product antici- of management would be de-
market presents an opportunity billion in net premiums wntten, a tally more difficult to attain," said pating modest inflation will last stroyed," Mr Zettervall said
for reinsurers to either get better 7 3% increase Although the larg- Ken Zuckerberg, vp at Moody's forever" said Mr Zettervall .

Let's hope lt doesn't happen
and stronger at what they do and er reinsurers continue to attract a "I think 1998 is going to be an "From that perspective, the sin- Everybody should send a Christ-
thereby prosper, or gives them an greater share of the total business, extremely tough year for the rein- gle most important person in the mas card to Alan and wish him
opportunity to get worse and this lS still a decline in growth surance business," said Peter world to our business is (Federal long life and may his policies live
eventually fail, so each reinsurer from the 86% increase reported Wade, an analyst with Lehman Reserve Chairman) Alan forever " ial
will have to chart its own course by the top reinsurers for the first Bros in New York
through the turbulence " half "I think in the aggregate, most

The 43 U S reinsurers surveyed "It looks pretty gloomy right of their customers will likely buy
by the Reinsurance Assn of Amer- now, and I, unfortunately, don't less reinsurance, so there's going Plans for new reinsurer
ica reported a 101 3% combined see any changes," said Adrienne to be pressure on both unit and
ratio for the first nine months of W Reid, senior vp and chief treaty price growth, which is going to in Bermuda collapsethe year, compared with a 103 1% underwriting officer for Zurich hurt them And as most reinsurers
combined ratio for the comparable Reinsurance (N A ) Inc in New scramble to hold onto some kind
period a year ago (BI, Dec 1) This York of market share or increase their By GAVIN SOUTER tion, Resource would have had
is a slight improvement over the Said Richard E Cole, chairman market share, that pressure on $30 milhon m capital supplied by
101 5% combined ratio reported of the Stamford, Conn -based growth lS going to transfer to HAMILTON, Bermuda-Am- the sole remaining investor
for the first half (BI, Sept 8) Chartwell Reinsurance Co "We pressure on margins," he said bitious plans to launch a new Steven Blumhagen, an Investor m

The 20 largest U S reinsurers don't see any signs of anything But Jim Miller, president of Bermuda multillne reinsurer with Buffalo, N Y The other 17 m-
based on net premiums written positive happening in our bum- Kemper Remsurance Cos m Long $300 milhon in capital have col- vestors in the United States and
also reported a 101 3% combined ness There's st:ill too much capital Grove, Ill, said, "It just seems lapsed Canada had pulled out of the
ratio for the first nine months, going after the same business " kind of clear to us that one of the The pace of regulatory ap- venture over the past two months,
compared with 103 6% for the The driving factors in this mar- things that's happening is that proval for Resource Underwnters Mr Spencer-Arscott said
comparable period a year ago ket are low catastrophe losses, the some of the companies are starting Ltd, which has been drawn out With only $30 million in capi-

The Top 20 includes the results intense price competition and to differentiate themselves from over several months, frustrated tal, Resource would have rein-
of the Berkshire Hathaway Group, higher retentions, said Alan Mur- everybody else, by one method or investors, and last week the last sured the busmess of an Insurer
which does not participate in the ray, vp at rating agency Moody's another of the proposed Investors pulled in Florida that is affiliated with
RAA survey, and Gerling Global Investors Service Inc in New "It could be some value-added his money from the table, said Mr Blumhagen, Mr Spencer-Ar-
Reinsurance Corp of America, York services, or something else What- Robrn Spencer-Arscott, who was scott said
formed in January (BI, Jan 27) In What lS remarkable about the ever it is, it looks like even in this to have been president and chief "We were golng start off with
addition, results for American Re results is that despite the absence market, good companies are find- operatmg officer of the reinsurer the $30 million writing affiliated
Corp now include those of Mu- of catastrophes, reinsurers' results ing ways to grow, and we think Mr Spencer-Arscott, previous- business and some reinsurance
nich American Reinsurance Co, were very consistent between this we're in that category," Mr Miller ly head of Aon Corp 's operations busmess from London, and then
with which it has merged year and last, in contrast to the said in Bermuda, said one of the main we planned to raise another $100

"I think you should ask two primary industry, "where we have Said F&G Re's Mr Berger "I stumbling blocks in the regulato- milhon in 1998," he said
questions," said John Berger, seen a sharp improvement this just see increased competition, in- ry approval process had been the Under the regulatory process in
president and CEO of F&G Re year vs. last year because of the creased mergers, increased acqui- presence of David Thirk11 as Bermuda, any new companies
Inc, a Morristown, N J -based absence of catastrophes," said sitions What we're experiencing chairman and chief executive of- must be approved by the Insur-
unit of USF&G Corp One is Mike Smith, an analyst formerly now is Just going to continue " ficer for the proposed remsurance ance Admissions Committee,
whether the 101 3% combined ra- with Salomon Bros Pressure on cash flow will con- company which lS made up of insurance
tio should not be even better, giv- "This simply speaks to the dra- tinue into 1998, predicted John Mr Thirkill previously had practitioners m Bermuda
en this year's low catastrophes If matic changes we've seen in the Adimari, vp at Greenwich, Conn - been named in a $20 milhon neg- One of the main problems in
this were a normal catastrophe reinsurance market" with its cur- based NAC Re Corp ligence suit in Bermuda that ulti- obtaining approval from the com-
year, "how much worse would rent emphasis on excess-of-loss "I think we'11 start seeing the mately was dismissed mittee ongmally was the pro-
these results be?" he asked business, as opposed to the pro- top line showing a reduction m Since the original application posed direct involvement of Mr

The other question, he said, lS portional business predominant in reinsurance premiums," said to set up Resource was filed In Thirkill, Mr Spencer-Arscott
whether people are managing re- the market 15 years ago, said Mr Chartwell Re's Mr Cole "I think September, however, Mr conceded
sults, such as underreserving, to Smith more and more reinsurers are say- Thirkill's direct involvement in Previously, Mr Thirloll under-
get a better return on equity "I The intense price competition is mg they're not going to write bum- the company was ended, accord- wrote financial reinsurance for
Just can't believe that given the going to continue next year, ness at these rates " ing to Mr Spencer-Arscott Forum Reinsurance Co Ltd in
price levels, the industry's at a though it is likely to be accompa- But more reinsurers continue to Nevertheless, the delay in the Bermuda before leaving the com-
101 3," said Mr Berger med by more catastrophes, ob- be formed, which makes "no approval process was too long for pany in 1990 A Forum unit, Fo-

Declining premium growth re- servers say sense," he said "That's just delay- the investors, he said cus Insurance Co, collapsed m
flects the soft market as well as "The interesting thing is what ing a turn in the market " "The irony is we were a week December 1990, and Mr Thirklll
higher retentions by primary in- will happen if we have a more While poor management and away from submitting an amend- and other company officers were
surers, observers say The reinsur- normal catastrophe-event year" in underwriting are the two biggest ed apphcation," Mr Spencer-Ar- named in a $20 milhon negllgence
ers in the RAA survey reported light of the pricing declines, said internal threats to the reinsurance scott said suit, but the action was dismissed
$15 07 billion in net premiums Don Watson, director at Standard Industry, the biggest external Under the amended applica- in November 1992
written for the first nine months & Poor's Corp in New York threat is the risk of inflation, said
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Retirees Mr Hecken said he had heard ru- owned ddfenng amounts of J&H Updates
mors of an impending sale and dis- stock, arranged stock transfers among
mlssed them, belleving J&H corporate themselves on the eve of the deal to

Continued from page 1 rules required approval by the retired equalize their shares of the proceeds Review of stop-loss law soughtserted directors for any sale of the company and "facilitate approval of the trans-
J&H officials named in the com- "It all came to us as a complete action " Contmued*om page 2

plaint, now officials with Marsh & shock," he said Mr Olsen and Mr Nielsen opted the state wants to use to regulate stop-loss msurance
MeLennan, see it differently At a meeting shortly after the an- out of this arrangement, however, The justices have not decided whether to review the case

The retirees "certainly received nouncement, top J&H officials offered preservmg much larger shares for Maryland's Insurance Department has asked the high court to review
payments far in excess of what they buyouts to the retired certificate- themselves and creating 111 feeling be- the 4th U S Circuit Court of Api*als' decision in Larsen us Amencan
were contractually entitled to re- holders, and all accepted before a tween themselves and the other active Medical Secunty Inc (BI, Apnl 28) The appeals court affrrmed a 1996
ceive," said Mr Olsen, now vice chair- two-week deadlme expired directors, several J&H sources con- lower court ruhng that the Employee Retirement Income Security Act
man of Marsh & McLennan Cos Inc Over the following weeks, though, firm pre-empted the Maryland regulation (BI, March 4, 1996) ERISA pre-
"We expect to be fully vindlcated" the retirees discovered elements of the •Active directors who were less empts state laws that relate to employee benefit plans

"Talk about greed and avance," one deal that prompted nine of them to than one year away from retirement- The Maryland regulation holds that stop-loss Insurance pollcies must
former J&H official said "The whole file their lawsuit, Mr Hecken said including Messrs Olsen, Nielsen, have at least a $10,000 attachment pomt for specific claims and an aggre-
thing, when it'S all said and done, In addition to Messrs Hatcher, Keyser and Patzau-collected more gate attachment point of 115% of expected claims Pollcies below those
bolls down to a bunch of guys saymg Hecken and Meyer, the plaintiffs are than three times as much as a retrree levels are considered to be health insurance rather than stop-loss insur-
after the fact, 'We should have got retired J&H directors Sam W Atena, in his first year of retirement holdmg ance and therefore are sub]ect to state regulation under Maryland law,
more money George D Benjamin, Peter A Berg- a certificate for the same number of the state contends

"It's going to be real messy," he pre- sten, Robert A Cameron, George F B shares "In holding that Maryland has been pre-empted under ERISA from
dicted of the hbgation Owens Jr and George H Shattuck Jr Though not mentioned in the suit, regulating stop-loss insurance policies that insurance companies sell to

A statement issued for the director The defendants in addition to another bone of contention was a allegedly self-msured employers, the Court of Appeals has fashioned a
defendants said they were "disap- Messrs Olsen and Nielsen are former $125 milhon pool of J&H Ietamed rule that stnps the states of any abihty to enforce legitimate and impor-
pomted"withthelawsuit and believe directors Norman Barham, now a earnings that J&H kept in addition to tant health Insurance requirements and precludes the states from pro-
the retirees "were treated not only vice-chairman of J&H Marsh & the $18 bilhon purchase pnce hibiting even sham arrangements m the health msurance industry," ac-
fairly but generously " MeLennan, Wilham C Baumann, S Mr Hecken said he believes J&H cording to Maryland's petition for review by the hgh court

Meanwhile, Marsh & McLennan Robert Beane, Rodney D Day III, management allocated roughly ha_f The National Assn of Insurance Commissioners has filed a brief sup-
Cos Inc -also named in the suit for John V Deitchman, Theodore J of this cash to the active directors, portmg Maryland's position
allegedly aiding and abetting the Fuller, John W Gussenhoven, Bi'lan with the malonty of the remaining But Amencan Medical Secunty responded that the "4th Clrcult cor-
scheme-last week issued an Internal R HaH, Wilham S Jennings, John P cash going to retired certificate-hold- rectly concluded that the Maryland regulation is a thinly disguised at-
memo to employees of J&H Marsh & Keyser, Wilhs T King Jr, Chnstine ers and a smaller portion golng to tempt to regulate the benefit structures of ERISA "
MeLennan Inc, its msurance services LaSala, James W MeElvany, John A "super-retirees" whose 10-year cer-
arm The memo read "This matter is MeMahon, Gardner M Mundy, Alan tificates had expired These super-re- KKR buying Swiss reinsurera dispute between certain former di- G Page, Thomas G Patzau, Joseph P tirees also received relatively little of
rectors of J&H about the allocation Platt, Joseph D Roxe, Gerald R the sale proceeds, though, and after BASEL, Switzerland-Leveraged buyout him Kohlberg, Kravis
among themselves of proceeds from Swanson, Richard E Valliere, and some complained to J&H manage- Roberts & Co lS buying Rhine Reinsurance Co Ltd for an undisclosed
the sale of J&H We beheve we should Rufus J Wilhams m ment, their part of the cash pool was sum

not be Involved in this matter Beyond The nine retirees charge that J&H's roughly doubled, Mr Hecken said Rhine Re's majority owner is the Baloise Insurance Co Ltd in Basel,
that, it is M&M Cos ' pollcy not to board cheated them ill allocating the The certificate-holders were "mfu- which holds 86 3% of the reinsurer, while the remainder is held by the
comment on htigation" vast sale proceeds and accuse them of nated" to discover, though, that the General of Berne Holdmg Co

Mr Olsen would not confirm his breaches of contract and fiduciary added payments to the super-retlees The remsurer wntes a broad book generating gross premiums of 504 8
share of the sale proceeds Mr Nielsen duty, violations of securities law and were coming out of their share of the milhon Swiss francs ($352 5 milhon) m 1996, said Max Furrer, Rhme Re's
could not be reached common law fraud pool and not from the active directors' chief executive officer The company wntes reinsurance worldwide and

J&H ended 150 years of pnvate Accordmg to the complaint, the al- share, he said has offices m Basel, Singapore and Toronto In the Umted States, Rhme
ownership in March when it was leged scheme turned on a set of March At a March 19 meetmg, shortly af- Re writes only life and aviation reinsurance, but it may expand to wnte
bought by Marsh & MeLennan for 1997 amendments the J&H board terthesalewas announced, J&H's se- other hnes, Mr Furrer sald
$1 8 bllhon in cash and Marsh stock made to the company's articles of in- mor management and a lawyer with Rhine Re has 150 million Swiss francs ($104 7 million) in capital and
(BI, March 17) corporation and bylaws Sulhvan & Cromwell, the broker's produced an 11 mmon Swiss franc proht ($8 2 milhon) m 1996, he said

In SEC fillngs, Marsh & MeLennan The amendments, made without outside counsel, met with the retirees, As part of the deal, KKR w111 mject capital into Rhine Re, Mr Furrer
reported that $1 01 bilhon of the total notice to the retirees, removed the re- presented the deal as a fait accomph said The amount wlll be announced later this month

went to J&H's active directors and stnetions on the ownership of J&H and urged them to accept offers- Rhine Re wlll get a further capital boost when its current management
shareholding managing principals, stock, allowing sale to third parties good for two weeks-to buy back Invests more money into the minsurer after the KKR purchase is complet-
$500 milhon was earmarked for about Under the previous corporate rules, their certificates, the suit says ed, Mr Furrer said

600 key J&H employees, and $297 the sale to Marsh & MeLennan would Sulhvan & Cromwell, the suit notes "Today you have to have very strong capital if you want to compete in
milhon went to more than 40 retired have to be structured as a sale of also represents several retired diree- the market," he said
directors, all of whom had returned J&H's assets, not its stock, the com- tom in estate planning matters Over the past few years, Baloise has concentrated on writing pnmary
their stock to the company on retire- plaint says Under this structure, the The J&H managers failed to dis- busmess m Central Europe In addition to the sale of Rhme Re, Baloise
ment in exchange for"10-year certifi- proceeds of the asset sale would have close several pertinent facts, though, previously sold its operations in Italy and France, Mr Furrer said
cates " (BI, March 31) been distributed as dvidends to J&H including that they had agreed with

Under longstanding corporate shareholders, meaning the retiree cer- Marsh & MeLennan to Induce the re- Judge decertifies implant classrules, J&H common stock could be tificate-holders would have been en- tirees to sign the buyouts and there-
owned only by active directors, offi- trtled to 75% of the purchase pnce fore were not representing the re- NEW ORLEANS, La -A Louisiana Judge has decertdied the nation's
cers or employees, and the vast major- Once the restnctions were removed, tirees' interests, the suit says first slhcone breast implant class achon suit to go to trial so far
ity of the stock was held by the diree- the J&H board was free to sell ltS Retirees also asked about the shares Saying the cases were too dissimilar, Louisiana Civil Distnct Court
tors On retirement, directors ex- stock to Marsh & McLennan, and a being taken by active directors and Judge Yada T Magee dissoved the Spitzfaden breast implant class action
changed their stock for certificates management committee assumed were falsely told that the information involving suits by some 1,800 women agarnst Dow Cornrng Corp last
that would pay annual dividends for power to allocate the proceeds, was not available In fact, J&H man- week The decision forces the plaintifs to either pursue their claims mdi-
10 years equal to amounts payable on awarding more than $900 milhon to agement had already agreed on the vidually or to participate in Dow Corning's bankruptcy reorganization
the returned stock The returned the actlve directors, the suit says specific amounts unth Marsh & process, accordmg to a spokesman for the Midland, Mich -based rmplant
stock, redistributed to active direc- Any asset sale under the prior cor- McLennan, the suit charges manufacturer

tors, paid no dividends until the 10- porate structure also would have to be Asked why retirees didn't raise Basmg her order on the recent Louisiana Supreme Court decision in
year certlficates expired approved by retirees representmg their objections before accepting the Ford vs Murphy Ott USA Inc , Judge Magee said "Ford stipulates that

The certtficates already had become two-thirds of the outstanding 10-year buyouts, Mr Hirschfeld said he be- only mass torts arising from a common cause or disaster may be appro-
a source of tension between retirees certificates, the suit says heved they were both stunned by the prlate for class certiflcation this court finds that the circumstances to
and active directors before the sale of "By eliminating the requirement to whole deal and under tremendous mamtam the class action in thls case do not exist"

J&H, the complaint suggests obtain approval, the incumbent di- peer pressure to go along, in keeping The case also follows the precedent set by the U S Supreme Court's de-
By year-end 1996, the suit says, rectors disenfranchised theretired di- with J&H's "tradition of colleglahty " cision last summer dissolving a $1 3 bilhon class-action settlement of as-

J&H was paying 75% of its annual rector plaintifs and eliminated therr "The impression they got was that bestos claims The 6-2 malonty m Amchem Products Inc us Wmdsor et
dividends to retired certificate-hold- abihty to influence the determination everyone had gone to the mat for them al held that the members formed for the class were too diverse, and that
ers J&H management responded by of the amount they would receive or and had beaten up Marsh to get this many potential class members would not even be aware of their eligibih-
increasing the salary pool for active to block thesale from occumng,"the gooddeal forthem,"he said ty though they would be barred by the pact from suing (BI, June 30)
directors by 50%-to $22 milhon complaint says "There was not any great hue and
from $15 5 million--over a penod "That had to be based on a fear that cry because we cll(in't have the facts Briefly notedwhen it raised the dividend rate only we would veto (the sale) or a fear that and were in a high degree of emotion-
12 5%, to $180 per share from $160 they would have to change the alloca- al shock," Mr Hecken added A company whose World Wide Web site is accessible in Anzona via the
per share tion of the proceeds," Mr Heeken Included m the buyout agreements Internet but otherwise conducts no other business m the state cannot be

After a number of the retirees corn- added retirees signed were waivers m which sued there for trademark infringement by an Arizona company with the
plained, J&H management Increased The retired directors' complaint they agreed to take no action against same name, said the 9th U S Clrcult Court of Appeals m San Francisco
the dividend, the suit says The retiree cites other examples of alleged unfair- the active directors or Marsh & in its ruling last week in Cybersell Inc vs Ct/bennett Inc The conclusion is
plaintiffs had owned between 1,970 ness m the deal, including that MeLennan as a result of the sale similar to one reached by the 2nd U S Clrcult Court of Appeals in New
and 4,200 shares each, with MI • Mr Beane, one of the dzector de- The alleged non-disclosures and York rn another Internet case, Bensusan Restaurant Colp us Richard B
Hatcher the largest shareholder fendants, had elected to retire early, fraud, though, make these waivers Kmg (BI, Sept 22) Unisys Corp. undertook "adequate and reasonable"

This disagreement was minor, effective Jan 1, but was allowed to unenforceable, Mr Hlrschfeld said steps when it purchased $215 milhon in guaranteed mvestment contracts
though, compared with the quick "unretire," collect a dimetor's share of Meanwhile, Marsh & MeLennan for employees' savings plans in the 1980s from Executive Life Insurance
sourlng of relations that followed the the proceeds and retire again may be pickmg up the tab for the pos- Co, which later collapsed, a federal judge ruled in dismissing a suit by
March announcement of Marsh & Retirees attended a December 1996 sibly lengthy litigation to come As plan participants Kenneth J. LeStrange, formerly executive vp of
MeLennan's takeover of J&H dmner honoring Mr Beane, but "we part of the stock purchase agreement, Prmeeton, N J -based American Re-Insurance Co and president of alter-

None of the retirees were told of the didn't know it was a false retirement Marsh & McI,ennan agreed to mdem- native risk transfer unit Am-Re Managers Inc, has lomed Chicago-based
keover m advance, according to Mr party and that they were 60 days mfy J&H directors and officers for Aon Group Inc as executive vp, effective today The Insurance Services
Htrschfeld "They were basically kind away from selhng the company," Mr any legal expenses and ]udgments re- Office Inc has filed a senes of exclusions and endorsements for primary
of stunned by the transaction They Hecken said latIng to the sale, except those stem- insurance pohcies regarding the Year 2000 problem Eighteen states have
.ound out when the rest of the world Mr Beane declined to comment mmg from bad faith actions, docu- so far approved the wordmgs, and ISO expects to have the exclusions and
found out," he said •The director defendants, who ments show Ell endorsements available to the market by Apnl 1
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Disability control these demographically tnggered disabil- 40% B Insurance Index
ity costs, experts say Through integrated disability management,

"What we're talking about is revamping the employers are already forcmg managed care 1,540
Contmued from pagel whole health care dellvery system It's basically providers to develop return-to-work programs

1,520
er from an illness or inlury than it does for a 30- taking the techniques we've used for many years similar to those in place in workers compensa-

1,500
year-old, Mr Pimentel pointed out m workers compensation and applying them to tion, Ms Kweller points out

According to the National Assn of Life Un- non-occupational miunes," said Debby Kweller, Richard Lord, director of benefits for Commu-

derwnters, three out of 10 working people wlll division president of Keenan Associates/Innova- nity Health System in Fresno, Calif, is looking
become chsabled for 90 days or longer between tive Care Systems Inc w Torrance, Calif mto expanding its work comp early mtemention
ages 35 and 65, and nearly one in five people w111 Keenan/ICS, a third-party claims administrator, program to include non-occupational disablhty
become disabled for hve years or more pnor to is partnering with Milt Wnght & Associates to claims "We implemented a very successful ear- -1*190-
age 65 develop and implement integrated disablhty ly intervention program m 1991 on the occupa- 1 380

Furthermore, the causes of disability have ex- management programs for employers tional side, and it has substantially reduced our
panded smce 1990, according to the UNUM Dis- "What managed care is focused on is conser- costs And now that we've gotten control on the
ability Database pubhshed by UNUM Life In- vative care," said Mr Bredehorn "It doesn't en- work comp side, we see that the cost of provid- 1 320
surance Co of America in Portland, Mame They courage them to get well fast" ing care on the non-occ side is far greater
now mclude He used as an example his own experience in than on the occupational side," he said 1,280 

• Epstein-Barr Syndrome, for which claims seekmg treatment for a knee injury "Our goal is not to have people off work at 10/17 10/24 10/31 11/7 11n4 11/21 11/26 12/5
are up 800% between 1990 and 1997 "I went to the doctor and told him I hurt my all "

Base.100 on Dec 29.1978
• Carpal tunnel syndrome, up 250% knee, and he prescribed some anti-inflammato- "There lust doesn't seem to be the oversight Source Nordby International Inc

• AIDS, up 169% ines," Mr Bredehorn recounted "He told me to and the mteraction with the actual employee
•Back disorders, up 120% take them and stay off my leg for a week " that's out" for a non-workers compensation m-
•Psychiatric disorders, up 85% But when he returned for a follow-up vlsit Jury agreed Nancy Pellssier, manager of work-
The database includes information on disabil- with no improvement, the doctor was hesitant to ers comp/disability programs at the Umversity PCS catastrophe options

ity claims from 25 employers with an aggregate order further tests or to recommend a more ag- of Southern Callfornia m Los Angeles As ot Dec 5

payroll of $9 3 bulion and 250,000 workers gresmve treatment strategy USC is implementing an integrated disability Call Price Call Pnce

Accordmg to the UNUM Disability Database, "I asked for an MRI, and it showed the carti- management program with an emphasis on ear- spread bid/ask spread bid/ask

employers now spend an average of 8 3% of to- lage had been torn I had arthroscopic surgery, ly return to work National Annual 1997 California Annual 1998

30/50 40/60 17/23

tal payroll, or $2,717 per employee, on disabill- and I was back on my leg in about two days," Ms Kweller noted that "discounts on treat-

ty-related costs
60/80 -/15

Mr Bredehom recalled ment are worthless if it takes longer to get well," National Annual 1998 Western Annual 1998

Breaking down that 83% 403% of this But he contends if he hadn't insisted on the he said "It's not medical cost that's the Issue, lt's 40/60 115/130 40/60 19/25

amount is for "direct" costs, such as paid sick MRI, "I would have been out formonths " disability value " 1 60/80 70/83 80/100 16/-

leave, short-term disability benefits, LTD bene- Mr Bredehorn said if his injury had occurred For example, an MRI that costs $400 less un- 80/100 6 On 0

fits and workers compensation disabihty bene- withm the workers comp system, which also der managed care Mll cost more if it takes three National December 1997 Eastern September 1998

5/15 105/60 40/60 28/40

fits, and 3 08% represents "hidden costs," such pays lost wages, he would have hkely had the weeks to schedule the test, he said 5/25 11/60

as those associated wlth rrplacing inlured work- MRI immediately "How much are your disabihty costs over Southeast September 1998

ers A scant 1 2% of total disability-related costs "The speed of recovery is very important m three weeks? More than $400?" he asked 40/60 25/35

goes toward disability management the workers compensation system, but not in .If you focus on the nght things and take 60/80 15/30

But experts warn that more resources should health care," Ms Kweller noted "But why speed of recovery into consideration, then costs Total volume 300 Total open interest 17,053

be directed toward management, because these should the source of ailment dictate the type of wall go down," Ms Kweller said For informat,on on PCS cafoptions, calithe Chicago-Board of

non-occupational disability costs are gomg to care9" But if employers contmue to focus more on Trade at 312-435-3674

nse significantly due to changing demographics The focus of medical treatment should be on medical cost-cuttmg than on speed of recovery, . Source Chicago Board of Trade
and other reasons gettmg people back to a healthy, productive "five years from now your LTD costs W111 equal , _

With the number of workmg women mcreas- state, regardless of the ongin of mlury, she said your work comp expenses," Mr Pimentel pre- British Issues
mg-women now make up nearly half of the la- Because employers wall begin to reallze this dicts

Price P/E Div Yield 52-week

bor force-and their tendency to bear children and force managed care providers to be more And, "10 years from now LTD wall outpace
later in life, pregnancy-related disability costs aggressive, Mr Pimentel said managed care as work comp expenses," especially when the costs Companies pence pence % high-low

also are likely to rise, predicts Jack Bredehorn, we know it today "wlll be a memory 10 years of psychological-related disablhties are added
president and chief executive officer of Volun- from now " m, he said Comml Union 847 136 358 40 910--630

Gent Accident 1128 72 354 41 1158-686

tary Plans of Amenca Inc , a disability claims Managed care plans disagree Today, psychiatne disorders cause nearly half Gdn Royal Exch 316 45 12 2 38 350-252
administrator based in Calabasas, Callf Our evidence says lust the opposite," said of all long-term disability claims, according to Legal & Gen 519 13 5 11 6 28 540-347

He also predicts that government wall shit David Olsen, vp-investor relations for Founda- the NALU Royal & Sun 585 20 3 19 7 41 651-421

even more disabihty-related costs to employers tion Health Systems Inc Mr Pimentel predicts these types of claims are

to pay for legislation aimed at protecting people "It was the advent of managed care tech- certam to nse as a result of htigation over the Brokers

with disabilities niques in Callfomia that led to the reduction m Americans with Disabilities Act, which requires
For example, even though leave under the workers compensation medical expenses that that employers treat physical and mental dls- I mbrt Fenchurch 115 79 84 94 138-101

Family and Medical Leave Act is unpaid, Mr led to the state's going to open rating," he said, abillties equally Lloyd Thmpson 156 130 108 86 206-151

Bredehorn thinks Congress eventually wall referring to the 1996 repeal of the state's mini- Employers already have a major absenteeism Sedgwick Grp 132 10 8 74 56 144-115
Willis Corroon 129 143 66 66 165-116

amend the law to require some employer-pro- mum rate law and health problem related to depression, he
vided compensation, because "people can't af- He estimates the apphcation of managed care pomted out The most prescnbed drug covered Note Pnces are Dec 5 dosings, other numbers from Dec 4
ford to take it " techniques has dropped the cost of workers by group health plans m Amenca is Prozac, an

The U S health system w111 have to change to compensation medical care between 20% and antidepressant, accorchng to Mr Pimentel £11 Source Nordby International Inc

Bi Industry Stock Report DEC. 1, 1997, THROUGH DEC. 5, 1997

Weekly Year to date Yeartodate Wenkly Year to date Yeartodate Weekly Year to date Year to date

BROKERS Pnce % change % change High Low Vol (000) Pnce % crange % change High Low Vol (000) Price % change %change High Low Vol(000)

Aon Corp NYS 5494 4.64 3265 58.44 37 88 897 EMC Insurance Group Inc NDO 1350 485 1250 1500 1075 59 Risk Capital Holdings NOQ 2325 1.09 2000 2338 1588 31

E W Blanch Holdings Inc NYS 34.81 054 72.98 3563 1863 352 Enhance Financial Services NYS 5663 444 55.14 5925 3356 251 RU Corp NYS 44.88 466 34 46 46.25 3050 162

Gallagher Arthur J & Co NYS 35.63 088 14.92 3825 2963 98 Everest Reinsurance NYS 4050 2.69 40.87 43.00 2538 474 St Paul Companies NYS 83.75 276 42.86 8550 57.25 714

Hilb Rogal & Hamilton NYS 1844 0.67 39.15 1963 1250 73 Executive Risk Inc NYS 6581 0.48 7787 72.75 33.88 134 SCOR NYS 50.38 14.81 46.55 5038 3400 24

' Kaye Group Inc NDO 650 7.14 2381 9.00 4.38 4 EXEL Ltd NYS 64.69 329 70 79 65.06 3650 452 SAFECO Corp NDO 5000 3.36 2678 5538 36 50 1706

Marsh & McLennan NYS 7850 528 50.96 8000 5088 1301 Fremont General Corp NYS 47.63 5.10 53.63 49 50 2638 236 SCPIE Holdings lnc NYS 28.31 1.57 41.56 32.12 19.12 NA

Poe & Brown NDQ 47 00 1463 77.36 4700 2550 34 Frontier Insurance Group NYS 2269 3 46 1863 3925 18.13 2837 Se,bels Bruce Group NDO 794 4.10 3.79 9.75 588 113

Sedgmck Group PLC NYS 11.94 1302 1506 1194 9.38 202 Gainsco Inc NYS 881 846 844 10.19 8.00 274 Selective Ins Group NDO 26.19 096 3783 2788 1738 181

willis Corroon Corp NYS 10.88 114 543 1350 9.75 964 General RE Corp NYS 21313 577 3510 21313 15100 745 Sphere Drake Holdings NYS 8.38 229 563 1050 8.13 92

BROKERS AVERAGE 3.18 36.10 Gr·yphon Holdings NDO 17.13 538 21.24 17.75 1250 12 Terra Nova Insurance Co Ltd NYS 27.63 524 28.49 3000 1800 44

Guaranty National Corp NYS 36.00 C 17 11493 36.13 1650 188 TIG Holdings NYS 33.38 1.33 148 38.00 26.38 1571

INSURERS/REINSURERS Harleysville Group NDO 24.38 :17 59.84 27.50 1438 121 Titan Holdings Inc NYS 21.25 059 2879 2500 1450 181

ACE Ltd NYS 9900 0.70 64 66 101 06 55.75 519 Hartford Steam Boiler NYS 5294 2.29 14.15 56.69 44.00 198 Toi<,o Marine & Fire NDO 4350 413 6.70 6600 41.25 157

Acceptance Insurance Cos NYS 2538 656 28.48 2863 1775 169 HCC insurance Holdings NYS 1956 -032 1849 32.69 18 06 1877 Torchmark Corp NYS 41.44 107 64.11 4281 24.63 1725

AEGON N V NYS 87 94 3.76 3903 8894 54.13 301 ING Groep N V NYS 43.94 508 24.65 53.00 3888 1124 Transatlanlic Holdings NYS 74.63 6.13 39.05 7656 50.13 83

Aetna ide & Casualty NYS 79.88 2.73 0.16 11813 68.00 2639 IPC Holdings Ud NDO 3031 3.00 35 47 31.88 21 88 138 Travelers Property NYS 4113 2.81 1625 43.56 31 38 1518

AFLAC Inc NYS 5088 11.20 1901 5788 37.50 1829 Hartford Financial Services NYS 87 75 271 30.00 90 31 63 38 1553 Travelers Corp NYS 56.00 1103 85.12 57.38 27.38 23938

Allied Group Inc NYS 28.38 1.34 3046 35.75 18.25 227 LaSalle Re ltd NDO 32.81 32 12.18 36.13 24.50 842 Trenwick Group Inc NDO 37 00 6.09 2000 39.63 30.75 35

Allstate Corp NYS 92 44 7.56 59.72 92.44 54.88 4047 Ufe Re Corp NYS 56 69 2.37 46.76 5938 36.00 102 Unic. American Corp NDO 1225 667 1264 14.13 913 30

AMBAC Indemnity Corp NYS 43.63 3.87 31.45 47.56 3100 1600 Lincoln National NYS 75.50 569 4381 7650 4863 907 Unionamenca Holdings NYS 2063 3.13 1620 2275 14.75 11

American Bankers Ins NDO 41 38 153 6186 42.69 23.69 600 MAIC Holdings Inc NYS 2975 4.39 75.65 3050 15.13 63 United Fire & Casualty NDO 4575 8.93 29.79 47.00 2975 13

American Financial Group NYS 3788 134 0.33 4925 32.38 437 Markel Corp NYS 15200 2.33 6889 16113 8300 45 Unitrin NDO 64.00 364 1480 6850 4850 142

American General NYS 5488 174 34.25 56.06 36 50 2360 MBIA Insurance Group NYS 6588 3.23 30.12 67.25 4544 926 UNUM Corp NYS 50.75 2.65 4048 5131 33 63 1619

American Heritage Life Ins NYS 38.63 300 47.14 4050 2325 100 Meadowbrook Insur Group NYS 24.75 588 17.86 26 63 2025 68 USF&G Corp NYS 21.50 393 2.99 25.50 1563 3108

American Indemnity/Fin I N[)0 1225 3.92 1951 1550 9.88 38 Mid Ocean Ltd NYS 62.69 060 19.40 66.75 4413 216 Vesta Insurance Co NYS 57.25 033 82.47 64.50 30.50 310

American International NYS 107.50 159 4896 11256 70.63 5388 MMI Cos Inc NYS 24.75 1.54 23.26 32.75 20.75 55 Washington National NYS 33.19 057 2068 33.31 27.13 144 ,

Argonaut Group NDO 3294 2 77 711 38.13 26.75 57 Mutual Risk Mgmt Ltd NYS 26.94 4.86 4561 29.75 1500 702 Zenith National Ins NYS 2675 228 2.28 2875 24.63 74

AXA UAP Group NYS 38.13 590 2103 38.13 2825 474 NAC Re Corp Iffs 46.38 2.77 36.90 52.88 32.63 497 INSURERS/REINSURERS AVERAGE 252 30.23

Baldwin & Lyons Inc NDO 2500 1730 3605 2825 1738 10 Navigators Group NDO 1881 195 308 22.50 1575 24

Berkley W R Corp NDO 43 25 2.06 2783 46.38 2881 327 Nobel Insurance Ltd NOO 13.13 194 448 1538 1138 13 HEALTH MAINTENANCE ORGANIZATIONS

Berkshire Hathaway Inc NYS 46800.00 517 37.24 48600 00 30000 00 1 NYMagic k NYS 2631 -0.24 46.18 29.81 1763 8 Humana Inc NYS 23.44 5.63 23.36 25.31 1738 2956 '

Capital RE Corporation NYS 5844 3.43 2534 6263 38.75 141 Ohio Casualty Corp NDO 44 88 4.49 2641 51.00 32.75 213 Oxford Health Plans NDO 2225 -300 6201 8900 20.88 14072

Capitol Transamerica Corp NAS 2388 452 16.46 28.13 1725 10 Old Republic Int I NYS 37.25 2.05 3925 40.19 24.63 514 PacifiCare Health Sys NDO 5200 2151 3600 86.25 48.13 711

CapMac Holdings Ltd NYS 34.13 055 302 3600 2250 1319 Onon Capital Corp NYS 45 25 163 48 06 5100 29.50 419 Safeguard Health Enter NDO 1375 6.80 21.43 1875 9.63 59

Capsure Holdings Corp NYS 1500 000 3043 1538 850 0 Partner Re Ltd NYS 43.38 0.73 27 57 44.94 3075 667 Sierra Health Services NYS 3550 5.02 44.16 4163 23.75 427

Centrts Group Inc NYS 23.63 1053 2038 24 00 1788 165 Penn America Group Inc NDO 1694 719 57.56 21.75 1038 399 United Healthcare Corp NYS 51.94 235 15.42 60.13 42.44 3158

Chartwell Re NYS 3294 1.68 23.13 3625 24.50 108 Philadelphia Cons Holding NOO 1806 105 5538 23.25 11.13 112 Wellpoint Health Networks NYS 48.19 533 40.18 61.13 31 13 1537 .

' Chubb Corp NYS 76.00 8.28 41.40 7631 5113 2399 PXRE Corp NYS 3038 2 21 2273 3363 2325 166 HMOs AVERAGE 202 053

i  CIGNA Corp NYS 17700 5.04 29.55 200.75 130.75 858 Reliance Group Holdings NYS 13.88 829 52.05 15.13 8.50 817 ALL COMPANIES AVERAGE 123 2228

CNA Financial Corp NYS 12850 410 2009 13225 96.38 233 Reitastar Financial Corp NYS 3819 6.26 3225 40.75 27.00 1404

 CNA Surety NYS 1538 424 2.50 1650 1288 346 RenalssanceRe Holdings Ltd NYS 42 88 269 29.92 50.00 31.75 336

-
---- I.-*.

-1--- -

, Top advancing issues Baldwin & Lyons inc, SCOR, Poe & Brown Leading decliners PacifiCare Health Sys., Penn-America Group Inc, Kaye Group inc Most active issue Travelers Corp The 8/Index rose 22%, the Dow Jones 30 Industrials gained 3.4%,
the S&P 500 increased 2 2% and the NYSE Composite gained 2 3%. Average P/E Brokers, 27.7, Insurers/reinsurers, 37 7, HMOs, 21 9

System design Nordby International Inc i
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