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Tort plan rejected
Ambiguity cited ./. 1 * -

li_

in ABA proposal .
to merge cases

By STACY ADLER

LOS ANGELES-The American Bar Assn. is not
recommending that Congress approve a proposal to
consolidate certain types of mass tort litigation,
largely because attorneys say sloppy drafting left the
proposal unduly ambiguous.

The ABA's House of Delegates, the group's policy-
making arm, decided last week not to recommend
a proposal that would consolidate in federal court all
cases involving at least 25 claims-each seeking more
than $50,000-stemming from a single incident.

An ABA endorsement was considered important
because the group represents more than half the na-
tion's 700,000 lawyers.

While supporters said their proposal was intended
to streamline litigation stemming from single events,
like airplane crashes, critics said the proposal could
be construed to apply to sequential events, like as-
bestos litigation and other product liability cases.

All sides agree that the proposal should not be ap-
plied to product liability litigation.

The proposal, which is similar to legislation cur-
rently before Congress, was introduced in lieu of an
earlier plan to consolidate before a seven-judge panel
all cases involving 250 or more claims, each seeking
more than $50,000, that stem from a single incident
(BI, Aug. 14, 1989).

After an "avalanche" of critical letters, the earlier
proposal was withdrawn on the opening day of the
House of Delegates session at the ABA's Los Angeles
convention, said Robert F. Hanley, a Denver attorney
who chaired the ABA panel that drafted the original
proposal. The new proposal was later presented to

The 460-member ABA House of Delegates erupted
in a raucous debate over the tort proposal.

the delegates.

The withdrawal of the earlier proposal will allow
the ABA to monitor debate on the legislation pending
in the House of Representatives before acting, said
Mr. Hanley of Morrison & Foerster.

H.R. 3406, introduced by Rep. Robert Kastenmeier,
D-Wis., and pending before the House Courts sub-
committee he chairs, would consolidate in federal
court civil actions involving at least 25 claims-each
for more than $50,000-stemming from a single inci-
dent (see story, page 72).

The legislation would expand current law by al-
lowing courts to determine liability in consolidated
tort proceedings. Judges currently can only consoli-
date cases for pre-trial proceedings.

Judges also would be given greater leeway in de-
termining which state's laws would apply to a case.
For example, the judge would determine whether the
laws in the state where involved parties are incor-
porated or based or the laws in the state where the
relevant event occurred or any other statds' laws
are applicable.

Current restrictions on judicial discretion in se-
lecting which state laws to use would not apply.

Continued on page 72
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Monsanto not held liable

for Houston pollution damage
HOUSTON-Builders and 222 home-

owners are seeking a new trial after a
Texas jury last week found Monsanto
Co. not liable for $595 million in dam-
ages, $475 million of it in punitive dam-
ages, that plaintiffs sought for hazard-
ous waste dumped near their Houston
subdivision.

A Harris County court ruled the com-
pany was not liable for diminution of
property values and pain and suffering
allegedly caused by hazardous waste left

Continued on nert page

N.C. high court
OKs coverage
for pollution
cleanup costs

By DOUGLAS McLEOD

CHARLOTTE, N.C.-For the
second time in as many months,
policyholders are cheering a state
supreme court ruling that the costs
of a government-ordered pollution
cleanup constitute "damages"
under a comprehensive general lia-
bility policy.

The North Carolina Supreme
Court ruled earlier this month that

pollution must be considered as
"property damage" under a CGL
policy and that government-im-
posed cleanup costs meet the pol-
icy definition of damages the poli-
cyholder has become "legally
obligated to pay."

The court also concluded that a

government administrative action
requiring cleanup constitutes a
"suit" under the terms of the pol-
icy, triggering insurers' duty to de-
fend policyholders.

The Feb. 7 North Carolina deci-

sion follows a Jan. 4 ruling by the
Washington Supreme Court, which
similarly found that government-
ordered cleanup costs are insur-
able damages under CGL policies
issued to The Boeing Co. and

others (BI, Jan. 15).
The North Carolina and Wash-

ington state supreme courts are the
first to rule on this coverage issue,
which is also set for review by the
supreme courts of California, Iowa,
Massachusetts, Minnesota, New
Hampshire, New Jersey and New

York.

Policyholder attorneys hail the
first two victories as harbingers of
a trend to allow coverage of gov-
ernment-mandated cleanups.

"Within six weeks, we have had
two state supreme courts deciding
cases in policyholders' favor," said
Eugene Anderson of Anderson,
Kill, Olick & Oshinsky in New
York.

These rulings, along with a 1989
Georgia Supreme Court ruling nul-
lifying the CGL policy's pollution
exclusion clause, "indicate a pretty
substantial trend in favor of poli-
cyholders," he said. "The policy-
holders are finally convincing the
courts that insurance policies pro-
vide the coverage the policyholders
bought and paid for."

Though future state court rulings
could go against policyholders, the

Continued on page 73

Petromark rese rves called inadequate
By DOUGLAS McLEOD

NASHVILLE, Tenn.-A risk retention
group writing pollution liability insurance
for owners of underground petroleum stor-
age tanks is operating under state supervi-
sion following an actuarial opinion indicat-
ing the group may be insolvent.

A review by The Wyatt Co. found that Pe-
troleum Marketers Mutual Insurance Co., a
Risk Retention Group, will need to more than
triple its reserves to $33 million from $10
million to meet outstanding claims, Petro-
mark officials say.

If the Wyatt study is correct, Petromark-
the second-largest market for underground
petroleum storage tank coverage-would see
its policyholder surplus plummet from the
$9.5 million it reported at year-end 1989 to a
deficit of $10.5 million, Petromark President
Scott F. Blankenship announced in a Feb. 8

letter to policyholders.
Petromark has hired the Tillinghast divi-

sion of Towers, Perrin, Forster & Crosby to
conduct a second actuarial review. If the

Wyatt findings are confirmed, Petromark
will have to raise additional capital from its
policyholders or face liquidation by the Ten-
nessee Insurance Department, Mr. Blanken-
ship's letter says.

Because Petromark is a non-assessable

mutual, additional capital contributions
from policyholders would be strictly volun-
tary, said Max Clay, president of The Plan-
ning Corp., the Reston, Va.-based under-
writing manager for Petromark.

Petromark agreed Feb. 7 to be placed
under the Tennessee department's supervi-
sion. Pending results of the Tillinghast re-
view, the group has discontinued writing
new business and is offering renewal cover-
age only for 60-day periods.

Petromark would be only the second risk
retention group formed under the federal
Risk Retention Act to be declared insolvent.
Rent Rite Advantage Services Inc., a Risk
Retention Group, is in rehabilitation in Ari-
zona (BI, Aug. 21, 1989).

Meanwhile, representatives for four asso-
ciations of gasoline marketers and service
station operators last week cited Petromark's
problems in arguing for a delay in enforce-
ment of the Environmental Protection

Agency's financial responsibility require-
ments for underground storage tank owners.
Those rules are due to take effect this year
for owners of fewer than 100 tanks.

The EPA rules-which are being phased in
from January 1989 to January 1991-require
owners of underground petroleum tanks with
monthly throughputs exceeding 10,000 gal-
lons to maintain environmental impairment
liability coverage with limits of $1 million

per claim. Owners of smaller tanks must
maintain EIL limits of $500,000 per claim
and $1 million annual aggregate.

Representatives of the National Assn. of
Convenience Stores, Petroleum Marketers
Assn. of America, Service Station Dealers
of America and Society of Independent Gas-
oline Marketers of America met with EPA
Administrator William Reilly Tuesday to ask
that the compliance deadline for the EPA
rules be extended to Dec. 22, 1991.

Among other things, the trade associations
cited a "tank insurance crisis" that has been
exacerbated by the Petromark uncertainty
and an announcement by Federated Mutual
Insurance Co. of Owatonna, Minn.-the lar-
gest market for underground tank insurance
-that it is phasing out coverage for tank 10-
cations in 11 states where coverage is pro-
vided by state funds.

Continued on page 77
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Update
Employer defends choice

Monsanto plaintiffs to try again
Contznued from prevzous page
at an abandoned refinery Several owners used the so-called Brio
refinery before it closed in 1982 of troubled annuity insurer

"The jury was lust dead wrong," said Larry Doherty of Doherty,
Norman & Williamson in Houston, an attorney for builders Park By JERRY GEISEL Life's claims paying rating to A New York-based MacAndrews &
Avenue Homes Inc and T B Campbell Inc "The process of obtain- from the AAA rating lt had when Forbes has since canceled its con-
ing a new trial has been started " WASHINGTON-Executives of a MacAndrews & Forbes first agreed tract with Executive Life and is

Robert A Hall of Woodard, Hall & Primm in Houston, an attor- company planning to terminate an to purchase the annuities looking for another annuities in-
ney for St Louis-based Monsanto, explained that the chemic,1 firm overfunded pension program are The annuities were to guarantee surer
supplied chemical byproducts to the refinery, which reprocessed defending a now-canceled agree- coverage to 6,300 employees and Coleman intencs to set up two
and "sold them on the open market " ment to purchase annuities to retirees provided by two pension new defined benefit plans to re-

The Jury found Monsanto's activitles were not "abnormally dan- guarantee benefits from a Junk- plans-with $32 million in excess place the terminated plans
gerous," he said bond laden insurer whose credit assets-sponsored by Coleman Co It has also established a new

rating has since been lowered Inc, a Wichita, Kan, outdoor re- 401(k) salary reduction plan
Health benefit tax studied During a Senate Labor Subcom- creational equipment manufac- The Feb 13 Senate subcommit-

mittee hearing last week, Howard turer MacAndrews & Forbes ac- tee hearing came amidst rising
WASHINGTON-Taxing all employer-provided health care ben- Gittis, vice chairman of MacAn- quired last year congressional concerns about the

efits as income would raise $133 billion in federal income tax reve- drews & Forbes Holdings Inc, tes- The downgrading of Executive security of workers' and retirees'
nues over five years, the Congressional Budget Office said last tified that the company selected Life's rating came as its parent, benefits after employers terminate
week Executive Life Insurance Co as the First Executive Corp, whose junk overfunded pension plans

In its report on deficit reduction options, the CBO also said annuity insurer because lt had the bond holdings have a face value of Employers terminating over-
treating employer health care contributions as income would raise highest credit rating available and $8 billion, announced it would take funded pension plans are required
$73 billion in FICA taxes from 1991 to 1995 was offering the best price when a $515 million charge against by the Pension Benefit Guaranty

Taxing employees on employer health care contributions exceed- the annuities contract was signed fourth-quarter earnings to reflect Corp -the federal agency that re-
ing $100 a month for individual and $250 a month for family cover- But, last month, Standard & defaults and declines in the value views proposed plan terminations
age would generate $30 billion in new income tax revenues in 1991 Poor's Corp lowered Executive of Securities it holds Con tinued on page 76
to 1995 and $17 billion in FICA tax revenues, the CBO report said

Cap on AIDS claims dropped
U.S. Perrier losses not covered

GREENWICH, Conn -Perrier Group of America Inc, which is
recalling its trademark bottled water after discovering small
amounts of benzene, has no insurance to compensate it either for Firm revises benefit policy
recall costs or for the estimated $40 million in sales it will lose
while Perrier remains off the shelves

By MICHAEL BRADFORD cap
The company, a unit of Source Perrier S A of France, recalled "You may advise your organization that Galaxy's

72 million bottles last week after discovering it contained four to 19 CHATSWORTH, Ga -A Georgia carpet company plan will consider all sexually transmitted diseases,
parts per billion of benzene, which is not considered a dangerous says it will drop a $10,000 cap on lifetime health care including HIV, as any other illness," wrote Jack M
level of the toxic chemical benefits for covered lives who have "voluntarily" con- Pounds Jr , director of human resources, in a letter to

Perrier Group expects its water, which generates $150 mil- tracted AIDS the group Human immunodeficiency virus, or HIV,
lion in annual sales, to be off the shelves for about three months, a Following strong protests by an AIDS activist group, can develop into AIDS
spokeswoman says Galaxy Carpet Mill Inc in Chatsworth, Ga, promised The company made the decision to remove the cap

to lift by last week the cap for covered lives with ac- after lt "had an opportunity to reziew" the plan, he
Summer Olympics reinsurance quired immune deficiency syndrome or other sexually wrote

transmitted diseases Mr Pounds agreed to discuss Galaxy's decision to
LONDON-Lloyd's of London broker Johnson & Higgins is plac- A nationwide call-in Jan 25 orchestrated by New rescind the controversial provision but later did not

ing the liability and cancellation coverage reinsurance for tne 1992 York-based AIDS Coalition To Unleash Power, or ACT return repeated calls
Summer Olympics in Barcelona. SDain UP, generated about 500 calls to the company protest- Before it was revised last week, the Galaxy benefit

J&H Ltd, a subsidiary of New York-based Johnson & Higgins, ing the benefit cap in its self-funded benefit plan plan stated the lifetime cap on AIDS benefits would be
was awarded the contract by Spanish insurer La Union y el Fenix The group also contends provisions in other employ- waived only if "it is established by clear and convinc-
Espanol Cia de Seguros Reunidos S A of Madrid, which is writing ers' health care plans discriminate against AIDS vic- ing proof that :he Infection or disease was involun-
$100 million of liability insurance for the games But, La Union is tims, but another activist group and a labor lawyer say tai'lly acquired"-that lS, was not contracted sexually
retaining only 5% to 10% of the risk most employers do not support such provisions or through use of intravenous drugs

J&H Ltd has placed $90 million to $95 million of liability rein- Galaxy told ACT UP Feb 5 that it would strike the Continued on page 75
surance worldwide The London market-led by Lloyd's of London
underwnters-is writing about 40% to 50% of the coverage, and the
rest is placed with continental European reinsurers, said Nuno de
Brito e Cunha, joint chairman of J&H Ltd UR coalition promotes

The Spanish insurer plans to cede most of the $250 million
in Cancellation coverage it is writing for the Spanish Olympic or-
ganizing committee J&H likely will need to tap the worldwide
reinsurance market to find sufficient coverage, said Mr de Brito e standards, accreditation
Cunha

Property coverage for the games also will be written in the Span- By CHRISTINE WOOLSEY "There is a critical need for na- "The formation of URAC sends a
ish market but will not be reinsured, he said tional utilization review standards strong message to the provider

WASHINGTON-Anewly that responsibly address the legiti- community," Dr Taylor said "It
Exxon captive moving to U.S. formed coalition of leading utiliza- mate concerns of the provider com- signals the reinforced commitment

tion review companies is promot- munity," said URAC Chairman of the UR Industry to work with
HAMILTON, Bermuda-"Internal requirements" have forced ing voluntary standards of practice Roger Taylor, who also is president providers to ensure the appropri-

Exxon Corp to wind down Ancon Insurance CO , ltS Bermuda cap- that will lead to professional ac- of Corporate HealthCare Manage- ate utilization of health care ser-
tive, and incorporate a captive called Ancon Insurance Co Inc in creditation for UR firms ment, a UR subsidiary of EQUI- vices "
Vermont, Exxon says The creation of the Utilization COR Inc in Nashville, Tenn The voluntary URAC standards

Ancon writes a portfolio of primarily non-U S property/casualty Review Accreditation Commission Among those concerns are the will apply to prospective and con-
risks for Exxon affiliates, which generates more than $100 million -composed of executives of sev- amount of time physicians say they current review of inpatient hospi-
in annual premiums eral UR firms, a trade association are required to spend on the phone tal admissions as well as outpa-

The move "had nothing to do with Bermuda," said Bill Jueds, and an insurance company-comes with UR firms, the failure of the tient surgical procedures,
president of Exxon Insurance Services in Florham Park, N J on the heels of recent proposals by UR industry to develop uniform InCluding all acute medical, surgi-

Ancon had been running off unrelated business since Octo- the American Medical Assn to practice guidelines and the mtru- cal, obstetrical, psychiatric and
ber 1984 when lt announced it would not add to its increas-

make the UR process more uniform sion of non-physician reviewers chemical dependency services
ingly unprofitable $25 million book of third-party risks Staff and efficient (BI Jan 22) into clinical decision making Continued on page 78
members were moved to New Jersey about two years ago

A Johnson & Higgins captive management subsidiary in Ber- Inside
muda will remain in charge of the Ancon runoff, Mr Jueds said

M&M Insurance Management Services Inc will manage the Ver-
mont captive + Tougher regulations-are needed to protect pension 4 Insurance brokerage stocks remain attractive for long-

benefits guaranteed by annuities, says this week's edito- term gains, says analyst Leonard Wilson PAGE 79
Insurers fault new auto rate law nal PAGE 8

Departments
HARRISBURG, Pa -Auto insurers in Pennsylvania claim a new 7 UR firms must limit increases in physician services with-

state law, which freezes private passenger auto insurance rates out interfering in the practice of medicine, says Dr Ed Class,fie,k 74

until this summer and mandates subsequent rate cuts that could Zalta of CAPP CARE Inc in Perspectives PAGE 43 Insider trading 70

exceed 22%, does not contain adequate cost-saving measures Insurance services guide...... . 77

The law, signed by Gov Robert P Casey on Feb 7, requires auto A,0 In Speaking Out, Mutual of Omaha's Rebecca S Fahr- Letters 8

Continued on page 78 lander says a Canadian-style health care system is not the London
answer to U S problems PAGE 44 Markets ........................................................ -- - -78

Errors and omissions Opinions ......................................................................8
,·,0 The London insurance market will change radically Perspectives .................................................... .43

• Pools and trusts accounted for 5 9% of the risk financing mar- in the next few years, leading insurance executives in Reader reply service ................................................68
ket in 1989, not 6 9% as reported in the Jan 29 issue In addition, London agree PAGE 71 Ticker 79

pools and trusts are predicted to account for 5% of the market in Vol 24, No 8-Business Insurance (ISSN 0007-6864) is published weekly
1992, not 6% in 1990 + Some members of Lloyd's of London syndicate 90 have by Crain Communications Inc, 740 N Rush St, Chicago, Itl 60611-2590

appointed a law firm to cetermine If there are grounds to Second-class postage Is paid at Chicago. 111, and at addmonal mailing of
sue members' agencies for more than $250 million in fices Postmaster Send address changes to Business /nsurance, Circulation• Information about insurers' Junk bond holdings in the Feb 12 Department, 965 E Jefferson Ave, Detroit, Mich 48207, 800-992-9970 or

issue was based on Sept 30, 1989, data, not Sept 30,1988 losses PAGE 72
313-446-1611 Copinght 1990 by Crain Communications Inc
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Controlling benefit costs
Employer coalitions Managed care eases

offer purchasing clout pain of transplant costs
By JUDY GREENWALD

A growing number of employer coalitions
are forming health care purchasing networks
in an effort to rein in runaway health care
Costs.

About 15 to 20 employer coalitions around
the country have either started their own
managed care networks or are in the process
o E doing so, and more are moving in this di-
rection, observers say.

These networks, which resemble preferred
provider organizations, negotiate provider

---

Firms separate
psych benefits

Page 27

Managed care
boosts quality

Page 31

Survey rates
UR techniques

Page 67

Retiree plans
under scrutiny

Page 69

fees and some even offer utilization review
services.

But health care coalitions offer more than

purchasing clout, coalition officials say. Co-
alitions also stress quality services for their
members more heavily than their insurer
counterparts that offer similar services, they
assert.

Creating health care purchasing organiza-
tions was the natural next step for coalitions
after first providing members edudational
services and then researching which local

Continued on page 22

UR vendors

push product
over price

By CHRISTINE WOOLSEY

As the utilization review industry ma-
tures, UR vendors' services are evolving to
include more than the traditional pread-
mission hospital review and length of stay
determination.

As a result, vendors say, competition in
the UR marketplace will increasingly focus
on products and performance rather than
on price.

"The marketplace is very competitive and
there has been dramatic product develop-
ment," said Robert Patricelli, president of
Value Health Inc., the Avon, Conn.-based
parent company of five specialty UR firms
and the eighth-largest general service UR
vendor ranked by Business Insurance. The
rankings are based on the number of inpa-
tient hospital admissions reviewed in 1989.

In the early 19804 there was almost "no
penetration, and now more than 70% of in-
demnity plans have UR techniques in place.
That's incredible growth for such a young

Continued on page 12

By DONNA DiBLASE

As medical breakthroughs are making sue-
cessful organ transplants a reality, new man-
aged care techniques are helping employers,
insurers and HMOs to control the cost and

quality of these expensive procedures.
For instance, many health care payers are

contracting with individual hospitals, pri-
marily large. research facilities, to provide
organ transplant services to health plan
enrollees.

These specialty managed care programs,

which are often called "centers of excel-

lence," often include incentives such as in-
creased coverage for enrollees who select
network hospitals.

Insurers, health maintenance organiza-
tions and employers emphasize quality when
selecting facilities for the neworks-which is
measured in volume, survival rates and other
factors-rather than the prices negotiated
with hospitals.

Emphasizing quality rather than price,
employee benefits experts say, helps control

Continued on next page

10 largest general service utilization review firms
Based on total inpatient admissions reviewed in 1989

Company
(ownership)

Blue Cross & Blue Shield

(1\lot for profit)

Intracorp

(CIGNA Corp.)

Total inpallent -Full-time staff- Physicians on

admissions reviewed Total Physicians RNs retainer

2.4 million 2,280 80 1,200 1,000

692,043 4,000 20 1,612 NA

NA 25 611 24

310,656 92 a

303,600 500 27

Metropolitan Life Insurance Co. -vi 633,000
Managed Care Services Group
(Mutual company)

Axiom Review Inc.

(Privately held)

HealthCare Compare Inc.
(Independent)

1 The Sunderbruch Corp.
] (Privately held)

Cost Care Inc. 155,116

(independent)

Value Health Inc. 154,600

(Privately held)

235,200 302

Corporate HealthCare Management 143,252

(EQUICOR Inc.)

Health Risk Management Inc. 83,000

(Privately held)

Source: Bl Survey

50 111

.-'

250 0

3 140 0

304 27 81 0

215 10 38 54

288 9 88 27

315 4 61 16

T
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Transplants
Continued from previous J:age
costs in the long run.

"Quality of care is an -ndicator
of cost-efficiency, because if things
are done right the firs: t.me they
don't have to be done again," said
Rich Sinni, director of :te health
management practice at Buck Con-
sultants Inc. in New York.

To some benefits experts, centers
of excellence are a new phase in
the evolution of managed care.

It "began with transplants," said
Dr. Bill Mayer, a consultant with
The Wyatt Co. in Washingtcn, D.C.
"But we are now seeir. g a broad-
ening of this specialty (37-racting"
to other expensive procedures like
coronary bypass surgery·

"What we'll continue to see in

the 19905 is quality be:ng & major
variable in managed care contract-
ing," said Dr. Paul F-:r.kel, na-
tional medical director 3. she man-

aged care services grcup of

For these
4 v y good

J)

4

f

Metropolitan Life Insurance Co. in
New York.

It "is the total re-.erse in man-

aged care, because yo_ actually are
rewarding providets based on
quality" rather than solely on price
and volume, said Susan Gleeson,
executive director cS technology
management for :ke Blue Cross &

Blue Shield Assn. :n Chicago.
The focus on quality rather than

exclusively or cost ia "very excit-
ing," said Dr. Mayer.

Employers "see cen:ers of excel-
lence programs as the positive side
of managed care. It's tnanaged care
for quality's sake instead of only
for the sake of cost savings," said
Lawrence B. Leisu ze, national
health care pract..e leader at
TPF&C, a division of Towers, Per-
rin, Forster & Crc s by Inc.

Extensive testing, prolonged
drug therapy ant pre- and post-
operative treatments make an

organ transplantis tral cost diffi-
cult to estimate, irs--rers and con-

asons..

f

sultants say.

According to a 1989 study by the
Health Insurance Assn. of America,

the average first-year cost of a
liver transplant was $170,000 in
1988, which a heart transplant
averaged $]38,000 and a kidney
transplant averaged $51,000.

A 1989 study by Hewitt Associ-
ates of Lincolnshire, Ill., found

transplant costs incurred by 976
employers through 1988 ranged
from $10,000 to $400,030, depend-
ing upon the procedure.

Any type of organ transplant, in-
cluding the 31 months of care often
required after transplant surgery,
can cost $500,000, said Carol
Scheele, product manager of Life-
Source Netwiork, a provider net-
work develoged by EQUICOR Inc.
of Nashville Tenn.

In addition to their cost, :rans-

plants remain a very rare proce-
dure, due in part to the limited
availability if donor organs and
the existence of alternative treat-

Ofnee. Utilization Review Case Management Workers•Compensation Mimaged Care Networks
Natiorw:de All HospitniAdmismins Mad-11.-Psychiatric ComprehensiveAssessament Cuabmized Networks

800-537-3970 Second Surgicat Opinions St-bstsrnceAbuse Inpatient--Outpatient UR Negetiated Fees:
Alternate Medical Care H g)-tsk Pregnancy CaseManagement MD/Hospital

Outpatient Services L£ ng-,rm Disability Medical Bill Review
Chiropracti,Services DisabilityAssessment

ments for some serious illnesses.

Also, transplant centers can be
very selective about patients put
on donor organ waiting lists.

"It's a lot of money per case, but
the number of eases has been small

because of the number of organs
available to transplant," said Dr.
Richmond Prescott, associate med-

ical director of a physicians group
that contracts with Kaiser Per-

manente Medical Care Program, an
HMO in Oakland, Calif.

Faced with the rare transplant
case, most employers turn to their
insurers and HMOs to help man-
age, consultants say.

Transplant benefits, now pro-
vided by most employer-sponsored
health care plans, commonly cover
heart, liver, kidney and bone mar-
row transplants.

"It's usually the employer that
decides what they will cover in
their plan. But, when employers do
offer coverage, they ask their in-
surer to find centers that do these

and 3 million mo,e like

them, Cost Care remains
independent.
Now serving 3 million plan

participants, Cost Care has been a

recognized leader in managed care

systems and utilization review for

9 years. As a result, over 6,100

companies, including over 10% of
the Fortune 500, have chosen
Cost Care to reduce their health

care expenditures.
Our commitment to constant

research and development and

100% physician management will
continue unchanged for them and
for you.

cOST caRE
'rhe harder wit i,>,bh. thrbilit.i· wr Iii,),,

procedures most often do them
well," said Mr. Sinni of Buck.

"Transplants don't happen every
day, so many employers don't
think about specialty contracting"
and often use existing networks
developed by insurers or HMOs,
explained Dr. Edward Lipson,
director of the managed care net-
work unit with William M. Mercer

Meidinger Hansen Inc. in San
Francisco.

To better manage organ trans-
plant cases, insurers and HMOs are
increasingly using the "centers of
excellence" approach, in which
they attempt to evaluate quality
transplant facilities by thoroughly
analyzing hospital transplant data,
on-site visits and consultation with

outside medical specialists.
In Metropolitan Life's "Centers

of Quality" program introduced
last year, "selection of the facili-
ties was driven by data on out-
comes of the procedures, such as
death and organ rejection rates,"
said Dr. Frankel. "We held off on

developing a program like this
until we had this outcome data."

The insurer also considered

whether hospitals had support ser-
vices like a specialty transplant la-
boratory and immunology team
and whether they had performed a
certain number of heart, liver, kid-

ney or bone marrcw transplants.
"Below a certain minimum vol-

ume, it is hard to have a quality
program and it is hard to measure
the quality of the program," said
Dr. Frankel, whose network is

handling six cases.
Met Life's program has 16 hospi-

tals, but "we don't want to have a
defined number cf facilities in the

network. This is a living program
and the performance of the con-
tracting facilities will be contin-
ually monitored," he said.

Transplant patients in the in-
surer's group indemnity plans are
not required to use the network,
but are told of the facilities

through the insurer's case manage-
ment program. For patients using
the network, Met Life pays trans-
portation costs and housing and
transportation costs of family
members.

In Met Life's managed care
plans, patients receive different
levels of coverage for using net-
work and non-network facilities.

Since introducing its "Institutes
of Quality" program in July 1988,
Prudential Insurance Co. of

America Inc. says it has saved 25%
to 30% on transplant cases.

Prudential's program includes
eight hospitals specializing in
heart, liver or kidney transplants
or a combination of the three. Be-

tween August 1988 and August
1989, the insurer managed 24
heart, 28 liver and 79 kidney
transplants.

Dr. David Ploeher, vp of group
medical services, said selection

standards for facilities in the pro-
gram include: a hospital's trans-
plant program must be at least two
years old and annually perform at
least 12 heart or liver transplants
and at least 25 kidney transplants;
physicians must be specially
trained; and average survival rates
for transplant patients must be at
least 18 months.

"There's a great variability in
the success and expertise nation-
wide in transplant procedures. We
would prefer paying for trans-
plants in hospitals that are good at
these procedures,'' said Dr.
Plocher.

Transplant patients in PruCare
HMOs are automatically referred
to the nearest network hospital.
Transportation costs for the pa-
tient and a companion are covered,
as are housing costs for the com-
panion.

Under Prudential indemnity
plans that adopt the program, em-
ployees are given financial incen-
tives to use the network. Typically,
surgical costs are paid at 90% or

Continued on page 6
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In"the Narrows" of western Maryland, they've seen it all. Colonial times. The Revolutionary and Civil Wars. The
countrs march west.

That makes the people at Walter N.Yoder & Sons, of Cumberland, hard to impress. At Wausau Insurance, we knew
our service had to be exceptional to get and keep the business of this unpretentious, but booming $20 million firm.

John W Yoder, President ofthis mechanical and electrical contracting firm, settherules:"I want this business togo
on for generations to come, so it's essential we keep our employees happy.

"When weask Wausautodosomething, it'snotweeks ordaystogetitdone. It's hours. Wegetfast, courteous response
from everyone there. And Wausau handles 95% of our business, including our health insurance and pension plan.

"I'venever had another insurer work so closely with us," Mr. Yoder says. - ----
"At a time when many employers have been cutting back their employee f '
benefits, we've been able to increase ours!' U• 0

Responsiveness. For companies like Yoder. it's one way Wausau answers % t,s -* .s „
 1*&. i i.1,/ *5. i' . .5&

the call.

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Tblephone (715) 845-5211 A Member of the Nationwide® Group.
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Transplants
Continued from page 4
100% if the network is used, com-

pared with 70% or 80% for
non-network care. Travel and

housing expenses also are covered
for network users.

Prudential plans to expand its
Institutes of Quality program to
include facilities specializing in
other expensive procedures like

coronary artery bypass surgery or
some neurological procedures.

EQUICOR, which spent $25 mil-
lion on transplants in 1989,
launched LifeSource Network last

month to manage transplants for
its indemnity, HMO and PPO

plans.
The network includes 10 hospi-

tals that specialize in at least one
of these transplants: heart, heart/

lung, liver, bone marrow, pancreas,
kidney and kidney/pancreas.

Through LifeSource. EQUICOR

hopes to "promote the use of hos-

pitals with proven track records in
transplants to enhance patient
outcomes while controlling costs,"
said Steve Richter, vp of product
development.

When developing LifeSource,
EQUICOR sent questionnaires to
25 hospitals. Facilities had to have

five years of statistical data on
their transplant procedures; allow
on-site visits from EQUICOR's
medical directors; and negotiate
fees for transplant services, said
Ms. Scheele.

Many Blue Cross & Blue Shield
plans have contracted with hospi-
tals to perform transplants since
early 1986, and the BC/BS Assn. is
expected to introduce a national
centers of excellence program later
this year.

Like other insurers, BC/BS will

select hospitals based on volume of
procedures, survival rates, ancil-
lary services and other factors,
said Ms. Gleeson.

"The first cut of facilities will be

Helping you find solutions
is wbat HRM is

aU about.

made based on how they meet the
quality criteria. Then, we'll negoti-
ate on cost," she said. The Chi-

cago-based BC/BS Assn. will nego-
tiate "global" fees that include all
services related to the transplant.

Patients will be covered only if
they use network facilities. How-
ever, Ms. Gleeson notes that in BC/

BS plans with transplant net-
works, "we're not seeing much of a
case of the patient wanting to go
somewhere other than the center

the plan has contracted with."
In addition to insurers, a number

of large HMOs also have developed
transplant networks.

For example, CIGNA Health-
plans Inc. manages transplants
through its "Designated Specially
Facilities" program, said Dr. Mi-
chael R. Soper, national medical
director for the HMO subsidiary of
Philadelphia-based CIGNA Corp.

Network hospitals must perform
a certain volume of transplants per
year, must meet survival raze cri-

teria and must negotiate fees,
though "cost is not as much an
issue as things that indicate a hos-

pital's experience," he said.
Only patients using designated

facilities are covered. "For trans-

plants, it really makes sense to
send patients to special facilities,"
Dr. Soper said.

Twenty-five claims in 1989-
mainly for bone marrow, liver and
heart transplants-cost CIGNA
Healthplans about $1.5 million, he
said. CIGNA Healthplans HMOs
have about 1.5 million enrollees.

Kaiser Permanente contracts

with Stanford University Medical
Center in Palo Alto, Calif., for

heart transplants and with the
University of California at San
Francisco Medical Center for liver

transplants.

"Specialty contracting is the
name of the game. Most HMOs
don't have the capacity to do
transplants like heart and heart/
lung," said Dr. Prescott of the Per-

HRM: Realissues ... real people ...
real solutions

1

Ifyou manage employee health

benefits, you know that it's like to

balance employee's needs with

your companys bottom line.
So do we. We're Health Risk

Management... the best managed
care Brm in the industry.

HRM's team of health care and

cost management experts can

help you keep control of your

benefit program. We provide a

complete spectrum of services...

everything from data analysis,
utilization review and claims

administration to provider

networks and fee negotiation.

We'11 help you identify your

problems, fix them, and keep
them fixed.

X'

So why not make your bottom

line better, your employees

healthier, and your job easier?
Find real solutions ... with HRM.

Call us toll-free for details.

1-800-824-3882.

 Together we can make a healthy difference:M

manente Medical Group, which
provides care to Kaiser's 6.2 mil-
lion members. "We also have con-

tracts with a variety of other cen-
ters to do bone marrow

transplants."

Kaiser manages much of the pre-
and post-operative transplant care

within its own HMO facilities and

has contracted hospitals perform
the actual surgery, he said.

Kaiser's Northern California

HMO has authorized about two

dozen liver transplants and about
10 heart transplants, Dr. Prescott
said. Those patients, he said, may
not all receive transplants, but
they can be on organ donor waiting
lists.

Costs for any of the transplants
could exceed $250,000, he said.

United Health Care Corp, which
has had a centers of excellence

program for transplants for about
three years, has made its network
available to outside HMOs, insur-

ers and employers as a stand-alone
service since October 1989, said

Kirk Stapleton, director of facility
contracts for the Minneapolis-
based HMO.

The six network facilities in

United Health Care's program met
standards including: a minimum
survival rates, surgeons with one
year formal transplant training
and two years transplant experien-
ce, and the availability of com-
prehensive transplant support ser-
vices, Mr. Stapleton said.

In developing the network "we
began to look at the fact that there

are 250 hospitals doing heart
transplants, but we wondered if all
of them were doing these proce-
dures well," he said.

With West Coast, East Coast and
Midwestern centers, the network is

near large concentrations of the
HMO's 1 million members in 14

states, Mr. Stapleton said.
United Health Care authorizes

an average of 50 organ transplants
per 1 million members, he said.

Patients are not required to use
network facilities but most do be-

cause because "they know we are

trying to help them make an in-
formed decision," he said,

In addition to insurers and

HMOs, two major employers have
developed transplant networks.

Minneapolis-based Honeywell
Inc. has covered 17 organ trans-
plants since it began contracting
with hospitals to perform organ
transplants for employees and de-
pendents under its self-insured
health care plan in the early 1980s
(BI, Dec. 3, 1984).

St. Louis University Medical
Center in St. Louis now preforms
all of Honeywell's transplants, said
Dr. John Burns, vp-health manage-
ment for Honeywell.

The company contracts on its
own for transplants because "some
of the network models out there

tend to be discount-based and we

feel very uncomfortable with dis-
counted health care. We buy health
care based on quality because this,
in the long run, is the most cost-ef-
fective," he said.

Since developing its own four-
hospital transplant network three
years ago, Hewlett-Packard Co.
has covered only one transplant
under its self-insured health plan,
said Susan Moriconi, health bene-
fits manager for the Palo Alto,

Calif.-based computer firm.
Patients receive coverage only

for transplants performed by net-
work hospitals, she said. "We want
to make sure we're covering the
right procedures in the right
places," she said.

Hewlett-Packard worked with

its claims administrator, U.S. Ad-

ministrators Inc., in selecting and
contracting with the hospitals. Se-
lection criteria included the vol-

ume of transplant procedures per-
formed by the facility and the
facility's success rate, she said.

Half of the company's 66,000 em-
ployees are in the indemnity plan
and half are in HMOs. I



Although managed health care offers real potential to slow
dangerously ballooning costs, the very idea is enough to make even
the boldest CEO a little uneasy. And for good reason.

Change, especially one of this magnitude, can be unsettling. Imagine,
if you will, asking employees to switch to a new doctor. (Imagine

asking your family.)
Setting up a managed

care system, however,
can be less traumatic

than you may think.
For one thing, it

doesn't have to be an

all-or-nothing transition.
The CIGNA companies

can design programs to
meet your objectives.

And implement therh
at a pace you and
your employees can feel
comfortable with.

Moreover, we've found
that when employees
receive quality care that

meets their needs, they will readil accept it. Particularly when it can
also reduce the growing costs they would otherwise have to shoulder.

One of our clients projects a savings of $200 million over three
years. But just as important has thousands of satisfied employees.

We can help. Write Bob O'Brien, President, CIGNA Employee
Benefits Group, Dept. RI, Hartford, CT 06152. Because it's
easier to bite the bullet when you know it won't bite back.

We getpaid forresultst CIGNA
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Opinions

Safeguard pension benefits
HOULD THE REGULATORY agencies or Con-gress take action to improve the security of
workers' and retirees' benefits when employers ter-
minate overfunded pension plans and buy annui-
ties to finance participants' benefits?

Absolutely.

We can well understand why annuitants' anxiety
about the security of their retirement benefits is
growing.

Currently, when an employer terminates an over-
funded pension plan to recover the surplus assets,
it must guarantee plan participants' promised ben-
efits by purchasing annuities from a commercial

' insurer. However, the only federal requirement
governing the insurers from which employers pur-
chase annuities-that the insurer be licensed in at

least one state-is so minimal that it provides scant
comfort to pension plan participants.

The absence of tough regulatory standards opens
up the market for pension plan annuities to vir-
tually any insurer regardless of its creditworth-
iness or financial stability.

While employers terminating overfunded pen-
sion plans generally have selected insurers with the
highest credit ratings, there is no assurance that
will continue. And, if insurers-some of which

 have made big investments in the battered junk
bond market-collapse, annuity holders might not
receive their promised benefits.

If the benefits of workers and retirees covered by
defined benefit pension plans are guaranteed by
the federal Pension Benefit Guaranty Corp. in the
event an employer's pension plan collapses, it
seems only reasonable that annuitants be assured
that their benefits are underwritten by commercial
insurers with the highest ratings.

And, if the PBGC believes it lacks the regulatory
authority to impose such a requirement, Congress
should do so now through the enactment of legisla-
tion.

Requiring an employer to select a highly rated
insurer when it buys annuities for employees and

i retirees is only one step in easing the anxieties of
annuitants over the safety of their retirement ben-

 efits.But such a requirement, by itself, means little.
Indeed, anyone following the tremendous volatility

 in the property/casualty insurance market knows
that today's top-rated insurer can become tomor-
row's insolvency candidate.

As a result, further safeguards are needed to
provide additional security for annuity holders.

One requirement could be to permit an employer
to automatically cancel an annuity contract-with-
out any cancellation fees-if its annuity insurer
loses its top financial rating. No doubt, there are
other alternatives worth considering.

But we are not ready to sign on to suggestions
bandied about by several members of Congress
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that the PBGC should be required to guarantee an-
nuities of employees and retirees who were covered
by overfunded pension plans that later were ter-
minated.

Such a requirement would add tens of billions
of dollars in potential liabilities that the PBGC
would have to guarantee. And it undoubtedly
would result in yet another increase in the termi-
nation insurance premium the PBGC charges em-
ployers with defined benefit plans.

Surely employers-especially those companies
that have no intention of terminating their defined
benefit plans-would object to a premium in-
crease.

One proposal, which again is being discussed in
Congress and which we firmly oppose, is to either
ban reversions or require companies to give plan
participants most of an overfunded plan's surplus
assets-in the form of cost-of-living adjustments to
their benefits-before a termination would be al-
lowed.

That would be unfair and counterproductive.
When employers terminate overfunded pension

plans, participants receive all promised benefits.
To require employers to do more would, in effect,
be providing retirees with an unearned gift.

Employers, faced with a prospect of not being
able to recover surplus assets, would cut back on
their pension contributions to the lowest level per-
mitted under federal law.

Retirees would not receive any additional bene-
fits, while pension plans would be much more
likely to become dangerously underfunded if their
investments turned sour.

Anything that weakens pension plan funding
will detract from, not enhance, the safety and secu-
rity of participants' benefits.

Letters

Utah PPO is not owned by life insurer
To the editor: The Business Insurance

1989-1990 Directory of HMOs and PPOs
incorrectly lists Premier Medical Network

Business Insurance wekomes let-

ters from its readers. Please keep
your comments as brief as possibte,
We reserve the right to edit letters
for clarity or space. We wilt not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St.. Chicago, Itt., 60611.

as the owner of Great West Care, a preferred
provider organization serving the Salt Lake
City and Ogden, Utah, area. In reality, Pre-
mier Medical Network serves as a PPO for

Great West Life Assurance in Utah through
a contractual agreement.

Furthermore, Premier Medical Network is
a provider-sponsored PPO that contracts
with multiple payers other than Great West
Life Assurance, including insurance com-
panies, self-insured employers, union trusts,
multiple employer trusts, etc.

The officers reported in the directory ac-
tually are the officers of Great West Life
Assurance Co.

Premier Medical Network includes seven

hospital facilities and more than 400 physic-
ians. It serves Salt Lake, Davis, Weber, Box
Elder and Summit counties in Utah. Its

scope of services, compensation arrange-
ments with providers and control measures
are accurately reported in the HMO/PPO di-
rectory.

Robert Immitt

Executive Director

Premier Medical Network

Salt Lake City
• Information about Premier Medical Net-
work originally was reported to Business In-
surance by Great West Life Assurance.
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Therearesomeverygoodfirms It sets standards as high as any
that specialize in utilization review.

All 1,200 ofournurse reviewers have relevant clinical
Firms that do nothing else. So it -041*Wak experienceand receive training in communication

might be interesting to compare 21 /4*GAk, Yajorpeeas:seoc;4atedcati.sand
& GA 41 ,-. Dig· appeals can be resolved doctor to doctor.

them to an organization you may ..."a'/
notthink offor this kind ofhelp. Ours. you're likely to find for administra-

According to published reports, tion, staff, medical criteria and quality

a *pecialist forut
We concur.
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thelargestof these companies serviced
11.5 million lives last year.

We serviced over 15 million.

Of the ten leaders, the biggest
staffof nurse reviewers and doctors
was 600. Ours totaled 2,200.

Numbers, we realize, don't say
anything about the actual service you
get. Or the kind of cost containment
youcanexpect.That depends onhow

well the review systemoperates.
On its standards. The

system in our case is
Custom Care-USA.

IO < And as thename
4 implies, it's

4 national.
When someone callsfora

' review, they don't wait long
j . fora response. We answer

2*0 the phone within 30 seconds90percent of the time. We re-
quirereviews to becompleted

j within one working day.
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control. A case inpoint
being the nurse reviewer. X

Pi:=.·.'.'.

How she j :
does herjob rf*991**:.

determines in

largeparthowhappyyour
employees are with the program.
And how much it maysave you in
inappropriate medical care.

But nurses are used to com-

municating face to face. Not on the
phone. And certainly not in the kind
of complex, sensitive situations a
nurse reviewer can find herself in.

That takes special training. Of the
firms that oifer training, none has
a program as large or as intensive
as Custom Care-USA.

We have enough nurses to
complete 100 percent of reviews
within one working day. Incoming



phone calls are answered within 30
seconds 90 percent of the time even
during peak periods. Written notifi-
cation ofreview decisions is sent
within two working days.

Ifa second opinion is required,
there's a ready solution: A national

But to do that iCs much better

ifyou can manage things locally.
Where you can monitor the patient
negotiate withproviders anc make
arrangements tirst-hand.Not bylong
distance. Custom Care-USA can give
you andyour employees that advan-

ilization revrw
When Custom Care-USA

reports results, they're not
just estimates or projections.

..F et

.:.„ We pay theclaims so we
, Q,c,{«.. cantellyou exactly whatf , *** >0

4£*1*** happened and how much
U-,16 + ,<of"0 60 d'.J: You're saving.
' 1,-' - :. .:'te'.6.,605 02* ..fj panel of 36,000/45»' 040 0

.'' 4. ..:1 tr d ooard-certified

physicians.We
canquicklyhelp
your employees

locate the doctor

needed anywhere in the
country by specialty, sub-

specialty, hospital affiliation and
even speciallanguages.

What your program consists
ofis up to you. Custom Care-USA
is flexible. You can unbundle down
to basic components. Or add more
specialized services like psychiatric
and substance abuse review.

One especially effective toolis
something we call Individual Case
Management. Managing the care of
high-cost cases can provide savings
of $7 to $10 for every dollar spent.

tage-using qualified case managers
in local Plans around the country.

We're also in a much better

position to evaluate results. Because
we pay the claims. We don't report
onlywhatshouldhavehappenedbut
what actually did.Which 51*46%#*6 48 .al,k,-.
is why our Management -7, 1'7*-14,·'utu,.,

1 + F , F«V.2.Reports can even suggest
where and how you
could be saving more. :i:, »\

So if your com- ,n -
-..m

panyhas a thousand K
In the management Ofhigh-cost cases,
long distance isn't asgood as being there.
Our Individual Case Management is done
on-site. No onegivesyou better access to
localproviders or more leverage in
negotiatingfor services.

* '-44 14**f-:M &
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or more employees in
more than one state, and you're
looking for a specialist in utilization
revie call 1-800-552-2583. Utilization
review maynot be the only thing we

do.Butthenagain, Ez- 9. Blue Cross
that's why we i..i Blue Shield

can do it so well
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UR vendors

Continued from page 3
industry," he said.

While Mr. Patricelli noted that

competition among "plain-vanilla
hospital review" firms still is pri-
marily based on price, other ven-
dors say competition in the UR in-
dustry is based on service.

For instance, in addition to ex-

panding review services to the out-
patient environment, UR firms are
emphasizing the importance of
case managemen t. And some UR
firms are offering employee health
education and promotion programs
and customized review features.

Robert J. Becker, chairman of
Downers Grove, Ill.-based Health-

Care COMPARE Corp., the fifth-
largest UR vendor, said competi-
tion among UR firms is becoming
performance-based "because em-

ployers didn't know there was a
product to be bought" in the past.

In fact, one of the biggest prob-

lems UR vendors face is "the di-

vergence in activities of UR firms.
Some are good, some aren't-but
all of them carry the same label.
It's like saying all cars are expen-
sive without recognizing there are
Yugos and Mercedes," he said.

"Employers dealing with multi-
ple UR firms have problems pick-
ing" the vendor best for them, said
Doug Leland, vp of medical review
services at Intracorp in Berwyn,
Pa., a CIGNA Corp. unit and the
second-largest UR vendor.

"A lot of people still approach
these services as a commodity,
thinking what you buy from one
company is the same as any other,"
he said.

But, clients are slowly becoming
more aware that UR firms operate
differently, vendors say.

"Employers aren't just looking at
price, they look at what other types
of services" UR companies can
offer, said Lawrence Goelman,
president and chief executive offi-

With K&K You Keep The Thrills
Where They Belong

Amusement/Theme/Waterpark Coverage

Nobody knows event insurance better than K&K. Each year we
cover more than 100,000 events, ranging from concerts and
professional sports, to auto races and state and county fairs.
As a recognized leader in the Sports/Leisure/Entertainment
Insurance Industry for over 35 years and under the direction of
its President and C.E.O., Greg C. Mosher, K&K's expertise,
flexibility, and high level of service standards are without rival in
today's specialty risk market. So it's only natural for K&K to
establish an innovative program to cover the AmusemenV
Theme/Waterpark industry as well.

The Benefits of One

Comprehensive Insurance Source
When you or your insurance consultant work with K&K, you
receive all the benefits of our in-house claims department, our
in-house binding authority, and our in-house policy issuance
authority. With all these services under one roof, you're provided
with the most responsive service available to the industry.

The Benefits of

Specialized Coverages
• "A" Rated by A.M. Best Co.
• High limits of Commercial

General liability
• Fireworks liability
• Liquor liability

• Buildings and Equipment
• Owned and Leased vehicles

• Special Event
• Concerts

• Business Interruption

For a detailed proposal designed specifically for your park ask
for Pat Hoffman or Ron Norton.

cer of Ccst Care Inc. in Huntington
Beach, Calif.,the seventh-largest
UR vendor.

While saving money still is a tip
priority for employers, "it's harder
now to replicate initial savings
with an account because ycu don't

ent demand= by further refining
inpatient review services and ex-
panding review activity to outpa-
tient, mental health and substance
abuse procedures (BI, March 20,
1989).

"We have a good handle on

Some UR firms'are good, some aren't-but all

of them carry the same label. It's like saying all
cars are expensive without recognizing there are

Yugos and Mercedes,' says Robert J. Becker
of HealthCare COMPARE Corp.

have a lot of fat to trim" since UR

programs have been in place niw
for some time. said Maxine Lange,
director of managed care prcgrams .
at Blue Cross & Blue Shield Assn.

in Chicago. BC/BS is the nation's
largest UR vendor.

UR vendors now must meet el.-

abuses in the inpatient environ-
ment, and 30% of claim dollars
come from inpatient services," Mr.
Leland saic. "But clearly we're
just scratch-ng the surface of the
outpatient arena."

In addition to reviewing outpa-
tier.t procedures, clients want UR

Greg C. Mosher
President & C.E.O.

Kal* Insurance Grou ,nc s

corporate office, Fort ayne IN

K&K INSURANCE GROUP, INC.
1712 Magnavox Way Phone (219) 427-5709
RO. Box 2338 or (219) 427-3000
cort Wayne, IN 46801 Fax (219) 427-5866
An Affiliate of Lincoln National Corporation

vendors to take a good look at
mental health and substance abuse

programs.

"The care (in those programs) is
a significant problem and clients
are requesting meaningful, profes-
sional review," Dr. Becker said.

Whether a company will choose a
UR vendor based on price or per-
formance depends on the employer,
Dr. Becker said. ''There are some

clients with dollar signs in their
eyeballs. But, others are much
more sensitive to the performance"
of an individual vendor.

Typically, utilization reviewers
ask patients to notify the UR staff
before a hospital admission. UR
staff nurses or physicians review
the appropriateness of proposed
surgery and other medical care be-
fore and during hospitalization.

The patient is notified if pro-
posed treatment is inconsistent
with the most cos:- and care-effec-

tive method of treatment.

However, clients increasingly are
asking for services that are more
pro-active.

Traditional preadmission certifi-
cation and continued stay reviews
are no longer adequate in the bat-
tle against rising health care costs,
said Mr. Leland.

Instead, UR vendors should

practice case management, wast-
ing no time in identifying cases
that are most likely to benefit from
alternative procedures or treat-
ment settings, he said.

-Clients are becoming more so-
phisticated," said Mr. Goelman.
"Diagnosis and length of stay are
no longer a question." Instead, em-
ployers are becoming increasingly
concerned with how a UR firm

manages a "medical episode."
That means focusing on medical

necessity and alternative settings
before, during and after a patient
seeks treatment, he said.

"We'11 see more emphasis on case
management and case planning in
traditional hospital admissions,"
said Paul W.,Frankel, national
medical director of the Managed
Care Services Group of Metropoli-
tan Life Insurance Co. in Westport,
Conn., the third-largest UR ven-
dor.

"Hospital review should include
discharge planning," Dr. Frankel
added.

Mr. Leland agreed: "If you are
going to really manage a hospital
stay aggressively, you need to be
able to provide cost-effective alter-
natives even after the stay."

"We'll see a lot of growth in the
medical case management area in
the 1990s," said Roger Taylor,
president of Corporate HealthCare
Management, a division of EQUI-
COR Inc. in Nashville, Tenn., and
the ninth-largest UR vendor.

Typically, up to 40% of an em-
ployer's health care dollars can be
consumed by 5% of its employees,
he said. "Both UR firms and em-

ployers are realizing those cata-
strophic cases can be managed" in
a pro-active way that can result in
definite savings, he said.

And, "as people become more in-
terested in long-term care and em-
ployers modify their benefits" to
cover it, post-discharge treatment
will be increasingly scrutinized,
Dr. Taylor predicted.

"Coordination of home health

care is important because that's
where most patients go," Intra-
corp's Mr. Leland said. But, post-
discharge reviews also will include
rehabilitation or skilled nursing
facilities, he said.

In addition to case management,
"employers-especially self-
funded companies-want more
emphasis on education and sup-
port" for their employees, said
Joan E. Copeland, executive vp at
ValuTrac, a Portland, Ore.-based
UR firm.

For example, "some of' bur eli-
ents are asking for patient advo-
cacy programs that teach employ-
ees to be better consumers" of

Con:inued on next page
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health care, she said.

Employers that implemented uti-
lization review as a tool to "clamp
down on benefits and save money"
now want "employees to realize
they do have a commitment to
health," Dr. Taylor reports.

However, he said the philosophy
that keeping employees healthy
can help reduce a company's
health care costs has not filtered

through all of corporate America.
"Employers are starting to see this,
but it's not really a full move-
ment."

While UR firms generally are
being asked to offer more services,
some clients are opting for scaled-
down UR packages.

Most UR firms now have the

computer and data system capabi-
lities to pinpoint where an employ-
ers' health care dollars are being
spent. As a result, some employers
may find they don't need to buy a
full package of UR services.

"The days of offering a standard
UR program are at an end," ob-
served Mr. Goelman. "Programs
will get tailored to meet particular
needs and UR services will be a

function of the employer's em-
ployee base."

Dr. Taylor agreed: "We're seeing
much more customization of prod-
ucts. UR is now tied to the ex-

perience of a particular client," he
said.

For example, a bank with a high
population of female employees
may want its UR vendor to focus
most-aggressively on pre- and
post-natal heath care services, Mr.
Goelman explained. Or, a manu-
facturing industry client that em-
ploys mostly older male workers
may want to scrutinize cardiovas-
cular services more closely.

And, "if you don't have much of
a psych benefit, you may not need
to buy high-cost, aggressive psych
products," Dr. Taylor said.

Martin Kreis, senior vp of
American Health Network Inc., a
UR firm in Dallas, said he has seen
"more requests for unbundled UR
services, like precertification
only."

However, Mr. Kreis cautions eli-
ents against buying individual uti-
lization review components. "You
wouldn't buy a car without a steer-
ing wheel," he said.

Following are profiles on the 10
largest general service UR firms:

Blue Cross &
Blue Shield Assn.

While the Blue Cross & Blue

Shield Assn. is not traditionally
recognized as a utilization review
vendor, 68 of the 71 BC/BS hospi-
tal coyerage plans provide benefit
plan management services, includ-
ing UR.

These plans reported reviewing
2.4 million inpatient hospital ad-
missions in 1989, making BC/BS
the largest UR vendor ranked by
Business Insurance.

While the majority of those re-
views are conducted for Blue

Cross/Blue Shield policyholders,
BC/BS plans do offer utilization
review services on an unbundled

basis, Ms. Lange said.
While BC/BS plans now serve re-

latively few stand-alone UR cli-
ents, the association is marketing a
new benefits management product,
Custom Care-USA, as an unbun-
dled national UR product. Custom
Care-USA can be sold,along with
traditional health insurance pro-
grams or as a free-standing prod-
uct.

"The plans are saying 'if we can't
get the health business, we'll sell
them this,' but we still want to get
both," Ms. Lange said.

Custom Care-USA includes

preadmission review, admission
review, concurrent review, dis-
charge planning, individual case
management, second surgical
opinion, subscriber assistance and
psychiatric and substance abuse
review services.

Employers can purchase the
components separately or as a
package and can choose to have re-
views conducted centrally by one
BC/BS plan or locally through sev-
eral plans.

Currently, 44 employers with
285,298 lives are enrolled in Cus-
tom Care-USA, Ms. Lange said.

Each BC/BS plan must complete
a 50-page application detailing its
abilities to determine whether it

qualifies to participate in Custom
Care-USA. "This assures that all

sites involved in the program meet
the program's quality control stan-
dards and can deliver and service

program components consis-
tently," Ms. Lange said.

Nationwide resources and recog-
nition help individual BC/BS plans
provide high-quality UR services
to clients, Ms. Lange said. "Our
massive data base helps us profile
providers and hospitals" to iden-
tify treatment that is unnecessary.

And, "our claims volume and
membership volume is so large
(health care providers) pay atten-
tion to us."

BC/BS plans reported employing
1,280 full-time professional UR
staff members in 1989, including
80 physicians and 1,200 registered
nurses.

In addition, BC/BS plans can ac-
cess a national panel of 36,000
board-certified consultants in 30

different medical specialties who
will provide second opinions.

"Some accounts are skeptical"
about second opinion programs'
cost effectiveness, but the service
also can be used as an educational

tool, she said. "Our covered lives
use these physicians when they
have a question" about a particu-
lar procedure.

Intracorp

Berwyn, Pa.-based Intracorp, a
CIGNA Corp. unit that is celebrat-
ing its 20th anniversary, chalked
up another year of steady growth,
increasing its gross revenues 12.5%
to $225 million in 1989 from $200
million in 1988.

Fifteen percent of those revenues
came from providing utilization
review directly to corporate and
institutional employers, while the
remaining 85% was derived from
UR services for insurers, managed
care networks and third-party ad-
ministrators.

Intracorp reviewed 692,043 in-
patient admissions last year to
rank as the second-largest UR ven-
dor. In addition, the company re-
ported servicing 13 million em-
ployee benefit lives.

Mr. Leland attributes Intracorp's
steady growth to the company's
"market responsiveness and a na-
tional perspective with a regional
or local presence."

"One of our hallmarks has been

understanding our business well
enough to know we're providing
value to our customers," he said.

That confidence has allowed In-

tracorp to move away from mar-
keting its services on a savings-re-
lated basis and concentrate more

on delivering the different types of
services employers are increasingly
requesting.

"We've started providing very
conservative savings figures" to
clients, he said. "That's hard to do
with a customer market who wants

to see savings," he admitted.
The company now is developing

services to better serve its clients.

For example, Intracorp recently
implemented its own mental health
and substance abuse utilization re-

view service. Previously, inpatient
mental health and chemical depen-
dency cases were reviewed for In-
tracorp's clients by the American
Psychological Assn.

However, beginning in 1988, In-
tracorp severed its relationship
with the APA. "By May 1989, we
had completed building our own
internal mental health compo-
nent," Mr. Leland said.

Continued on page 16
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Which Claim Could Cost YourCompany the Most?
El Organ Transplant E Coronary By-Pass 9 Maternity

A premature/low birthweightbabycan result in claimsof hundreds of thousandsof dollars.
Sound prenatal care and close case management can save not only money - but babies'
lives, too.

MOM - Maternity Outcome Management - is the latest cost management tool from Blue
Cross and Blue Shield of South Carolina. Our full range of services - from performing
simple inpatient reviews to uncomplicating the arrangements for qualityhome care-saved
$9 for every $1 our clients paid in 1989.

Bestofall, our servicesare available to-and produce results for-all size employee groups.

m r-1 Blue Cross
/+11 <0) Blue Shield

of South Carolina

Health Cost Management Services
Call Claudia Wakefield... 803/788-3860, Extension 2825

STARTS.ART!

Can your comp,ny,Hord nol lo Slan Sm,rt?
Today's smart employers are

discovering that investment in the
health of mothers and expected
babies pays off!

Key Care Health Resources has
developed Start Smart, a prenatal
care coordination program. Start
Smart is designed to promote a
healthy pregnancy and the delivery
of a healthy baby.

Studies show that six in every 10
women experience complications
during pregnancy and caring for a
low birth weight baby can cost as
much as $1,000 a day. *

Key Care's registered nurses,
clinically trained in Obstetrics, can
coordinate essential services to

promote healthy pregnancies for
today's working woman.

Health Insurance Association of America

 A Key core

Can your company afford not to
Start Smart?

To learn more about the benefits
of Start Smart and/or brokerage
opportunities, return the coupon or
give us a call.

Key Care Health Resources,Inc.
5587 West 73rd Street
Indianapolis, IN 46268
(317) 298-6600
1-800-3674207

BA2/19

For more information about Key Care's
Start Smart program, call(317) 297-6724

- or fill out and send us the following
information.

Name
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Company
Street

Statp Zip- Ph.
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He built his success on losses.

Mike Conroy has been dealing with insurance claims
for a quarter century now

He was a claims veteran even before joining us as
Executive Vice President for Claims and Loss Control

"1 rose through the ranks," he says "The first claim
check I delivered was for $35 When you start like that,
you never forget your policyholders are peop/e

Under Mike's direction, The Home is doing an even
better job of handling claims these days

Among other things, every time we settle a claim,
we ask our policyholders to tell us how we're doing To
make sure we're delivering everything they expect
of us

If that was important before, it's even more so now
Because now that we're concentrating on larger, more
complex risks. we need the best claims people In the
business

Which is, after all, why Mike Conroy's with us now
The Home underwrites Commercial Lines, Major

Accounts, Specialty Lines and upscale Personal Lines

Home Insurance
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The company now employees 65
mental health professionals, in-
cluding psychiatric registered
nurses, psychologists, social work-
ers and one psychiatrist.

Each of Intracorp's five regional
service centers has a specialty unit
staffed just by mental health pro-
fessionals, he said.

Mr. Leland said the move to pro-
vide mental health and chemical

dependency reviews is in response
to the growing demands by em-
ployers that report that mental
health care costs are skyrocketing.

Providing both medical and psy-

chiatric reviews is advantageous to
Intracorp and its clients, he said.
"There are a surprisingly high
number of cases in which the pa-
tient has both mental health and

medical needs. By having mental
health and medical professionals
in the same center who are able to

link up to one system, we can bet-
ter manage a case because they can
share the same information."

In addition to bringing psych/
substance abuse reviews in-house,
Intracorp has in:egrated its work-
ers compensation and accident/
health marketing and distribution.

"We've been providing services
for workers comp for 20 years and
to the accident and heal:h marke.

for six years," Mr. Leland said.
Over the last 18 months, the com-
pany has merged these operations
so that clients need only deal with
one account manager to handle
both areas of business.

"Clients used to have to deal

with two companies. Now they can
get all the services in one spot and
deal with one person," Mr. Leland
explained, noting that many cli-
ents prefer one-stop shopping.

Metropolitan Life
Insurance Co.

Metropolitan Life Insurance Co.
has restructured its utilization re-

view operations over the past year
to serve its clients more efficiently,

n Sf.

according to Dr. Frankel.
For example, Corporate Health

Strategies, formerly Met Life's
principal UR affiliate, has been in-
tegrated into the company's other
managed care services as the Man-
aged Care Services Group.

The reorganization shows that
Met Life is "responding to cus-
torner needs of having an inte-
grated approach to managed care.
It is a continuum, and all the ele-
ments of managed care needed to
be together," Dr. Frankel ex-
plained.

"Essentially, elements of 27 com-
panies were merged," he said. The
consolidation will "improve the ef-
ficiency of our operations" by eli-

A promise to keep a disabling injury from lhurting them in tlie pocketbook.

A promise to make something like braces for the kids little more tllan paperwork.

A promise to make all tlle liours they put in now, pay off later.

Whenthe people wlio work for you gfive so mucli, they're keepinil a promise. That's why it's

important for you to keep your promises to them. We can help. 20'

©1989 Massachusetts Mutual Lite Insurance Co . Spfingfield. MA 01111

MassMutual
We help you keep your promises.

minating administrative redun-
dancies and overhead.

Met Life's various UR services

reviewed approximately 633,000
inpatient hospital admissions in
1989, making it the third-largest
UR vendor.

Metropolitan's UR unit reviews
group health, chiropractic, psychi-
atric and substance abuse services

for its clients, including members
of the insurer's health maintenance

organization network.
Following the restructuring Met

Life now is beefing up some of its
products, including ambulatory
services utilization reviews.

"We've built into the claims pay-
ing system the maximum expected
frequencies for ambulatory ser-
vices," Dr. Frankel said, Now,
when a claim enters Met Life's

computer system, the diagnosis of
the claim and the services recom-

mended are compared with the
maximum expected frequency of
such services, he explained.

In addition, "we profile doctors
and keep track of every denial,"
Dr. Frankel said. "We keep track
of all the claims sent to Metropoli-
tan and the doctors who are found

to" provide excessive services.
The company attributes all med-

ical necessity denials to 10% of
physicians account and 73% of all
denials to just 1% of doctors, he
said. "So, there are a few very
aberrant doctors out there and a

lot of very good ones."
In addition, "we profile doctors

and keep track of every denial,"
Dr. Frankel said. -We keep track
of all the claims sent to Metropoli-
tan and the doctors who are found

to" provide excessive services.
In addition to scrutinizing un-

necessary treatment, Met Life UR

'There are a few very
aberrant doctors out

there and a lot of very
good ones,' says
Dr. Paul Frankel.

staffers will increasingly focus on
underutilization of medical ser-

vices.

For example, "If a child got three
measles shots in a year, that's too
much. But if he or she didn't re-

eeive any, that's underutilization,"
he said.

The company will use this data
to monitor quality of providers, Dr.
Frankel said.

Met Life's new Quality Manage-
ment Indicator "screens every hos-
pital admission for potential qual-
ity problems," he said.

The QMI profiles hospitals and
doctors according to their fre-
quency of quality problems so that
Met Life can notify the providers
or other appropriate parties and
problems can be rectified, he said.

"We don't want to only profile
providers, but improve their qual-
ity" as well, he said.

AXIOM Review Inc.

Millburn, N.J.-based AXIOM Re-
view Inc., the nation's fourth-lar-

gest UR vendor, is the product of
the 1985 merger of four Profes-
sional Standards Review Organi-
zations, which formerly provided
UR-type services for the federal
Medicare program, explained Vp
Robert Jones.

However, AXIOM discontinued
its Medicare subcontracting busi-
ness last year and now is concen-
trating on providing UR services
for Medicaid cases, private em-
ployers and insurance plans.

"We've expanded our marketing
nationally and internationally,"
Mr. Jones explained. "Our aim is to
get private employers and insur-
ance companies" as clients.

While AXIOM primarily serves
clients in New Jersey, New York

Continued on page 18
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and Pennsylvania, the company
also has the capability to provide
UR services to non-East Coast cli-

ents, said Dennis J. Duffy,
AXIOM's president and chief exec-
utive officer.

The company provided utiliza-
tion review services to 36 clients in

1989, 12 of which were corporate
and institutional employer clients.

AXIOM reviewed 310,656 inpa-
tient hospital admissions last year
to rank as the fourth-largest UR
firm profiled by Business Insur-
ance.

About 15% of AXIOM's overall

1989 gross revenues of $5.7 million
were generated from UR services
for private employers.

One of the factors that makes

AXIOM unique from other UR ven-
dors is that "the largest majority of
our reviews are done on-site by re-
gistered nurses at the hospitals,"
said Vp Margaretta Nemets.

In addition, AXIOM places em-
phasis on "the type of informa-
tion" furnished to an employer to
allow it "to understand and better
manage its benefit plans," AXIOM
Vp Erwin Weiland said. "We keep
on our (computer) system roughly
21/. years worth of discharge infor-
mation, which includes more than
length of stay and diagnosis."

This vast data base enables

AXIOM to "pull out a specific em-
ployer's experience," Mr. Weiland
explained. AXIOM then can profile
a client's experience by location to
identify any geographical trends.
Or, the employer's data can be
"compared to other groups of simi-
lar composition" to let a company

'Reducing
admissions is an

important factor,'
says Erwin Weiland

of AXIOM.

know if its experience is different
from others in the same industry.

"Reducing admissions is an im-
portant factor," Mr. Weiland said.
"And, we do indicate to clients -
there can be a reduction."

But, "you need to convince an
employer of the long-range bene-
fits of a UR program. If you can
stabilize their health care costs in

terms of premium increases, you've
provided them with a real service,"
he said.

HealthCare COMPARE Corp.
Gross revenues at HealthCare

COMPARE Corp. jumped 51% last
year to $31.5 million from $20.8
million in 1988.

Those revenues include business
from AFFORDABLE HealthCare

Concepts, the company's preferred
provider network in Sacramento,
Calif.

However, the company experi-
enced flat growth in the number of
benefit lives it serviced, reporting
5 million employee benefit lives
serviced in 1989, the same as the
previous year.

"The growth we want per year is
the growth we can manage," said
Dr. Becker, HealthCare COM-
PARE's chairman.

The Downers Grove, Ill.-based
company ranks as the fifth-largest
UR vendor in the nation based on

303,600 hospital admissions re-
viewed in 1989.

HealthCare COMPARE receives

"an average of 2,700 calls per day
relating to primarily inpatient re-
views," according to Dr. Becker.

Healthcare COMPARE this year
expects to finalize a contract to
provide services to the U.S. De-
partment of Defense, Dr. Becker
noted. Under the contract, Health-
Care COMPARE would provide
managed care services, including

UR and provider network develop-
ment and administration, for mili-
tary dependen:s, he said.

While the cintract already has
been awarded, "it's been tempo-
rarily suspended as a result of a
protest filed by the unsuccessful
bidder of procurement," he said.

The compan- also will beef up its
workers comiensation UR ser-
vices, Dr. Be2ker said. Workers
compensation "is really no differ-
ent than group health-it's just a
matter of who -he payer is.

"It's been unmonitored and has

been a victim of over-utilization

and increased costs," he SE id.

Sunderbruch Corp.
West De: Moines, Iowa-based

Sunderbruch Corp. is the sixth-
largest UR vendor nationwide,
based on 235,200 hospital admis-
sion reviews in 1989.

The privately held comgany also
reported significant growth last
year, both in terms of gross reve-
nues earned and number of lives
serviced.

Sunderoruch's revenues front UR

f

activities increased 26% to $14.9
million in 1989 from $11.8 million
in 1988. Seventy percent of those
revenues came from providing uti-
lization reviews directly to corpo-
rate ennployers.

Employee benefit lives serviced
increased 9.6% to 2.9 million in

1989 from 2.7 million in 1988. In
addi.ion, the company increased
its corporate client base by 98% to
125 in 1989 from 63 in 1988.

Chief Executive Officer Richard

MeMaster said that ensuring qual-
ity care is more important to Sun-

derbruch than convincing clients
that they will save a certain
amount of money through UR.

"The most irresponsible aspect
of this business is misquoting sav-
ings," he said.

"We believe that quality is the
best long-term solution," said Pa-
mela DePriest, director of market-
ing. "We're not here just to save
you money one year to get your
business."

In fact, she said, "we tell people
not to measure Sunderbruch by

Continued on next page
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Continued from previous page
dollars at all. You should measure

us on your rates of admissions per
year. You have to look at whether

you're consistently staying at an
average number of admissions."

Employers should be wary of UR
firms' promises of cost savings, Mr.

MeMaster said. "Managing health
care is not a financial or insurance

discipline. Managing health care is
a discipline in itself," he asserted.

Mr. McMaster said the company
plans to continue to refine its med-
ical case management services.

"We emphasize the early identifi-
cation of problems, and we'll put
more emphasis on outpatient alter-
natives," he said.

For example, most employees ad-
mitted to the hospital for an acute
psychotic episode traditionally
spend the first few days in inpa-
tient acute care units, Mr. McMas-
ter said.

However, many times "ongoing

treatment could be accomplished
in a non-acute environment or

even an outpatient program," he
pointed out.

While most employer health care
plans provide nnore coverage for
inpatient than outpatient care, "a
lot of our clients have been very
cooperative and accepting of the
alternative treatments we recom-

mend," Ms. DePriest said.

"Outpatient treatment may last
longer and cost more, but it may be
better for (the employee) and may
help avoid repeat admittance
later," she said.

Sunderbruch operates offices in
St. Louis; Chicago and Peoria, Ill.;
and Lincoln, Neb.

L,Ue,6/ttiaa lnJU,U/LUE, r CUIUdi y 13, 133,J / IJ

Cost Care Inc.

Cost Care Inc.'s "boutique" per-
sonality is responsible for its sue-
cess, says Mr. Goelman, , president
and chief operating officer of the
seventh-largest UR firm.

"We've tailored our programs to
meet client needs. So even though
we offer 15 services, they are deli-
vered differently according to cli-
ents' needs," he said.

In addition, each employer's ac-
couht is handled by the same team
of Cost Care employees, making

f
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r ...

t.

with coverage breakdowns and limits profiles and an

accounting bordereau which can be transmitted using
electronic mail.

Stop hanging by the phone and get Auto Fad 16 AMERICANAnother reason why American Re is Leader of the Fac.

For a demonstration, call your branch representative or RE-INSURANCE COMPANY

Roy Wesley at (609) 243-4468. American Re Plaza, 555 College Road East, Princeton, NJ 08543-5241 609-243-4200

Atlanta Bogota Boston,Cako, Chicago.Columbus, Dalias, 1-arttord. KansasCity.London, LosAngetes. Melbourne,Minneapolis, Montreal, Newbrk Phil:delphia Princeton, SanFrancisco,Santiago, Singapore, Sydney, Tokyo, Toronto

r

the process more personal. "Health
care is a personal process, so we've
organized into teams. We think UR
has to be a very personal service,"
Mr. Goelman said.

The Huntington Beach, Calif.-
based company provides UR ser-
vices to corporate clients as well
as members of Cost Care's man-

aged care networks. In 1989, the
firm reviewed 155,116 inpatient
hospital admissions.

Cost Care has been reviewing in-
patient hospital services since 1981
and in 1988 began reviewing out-
patient services and procedures.

Last year, the company added
two new UR components: chiro-
practic and imaging reviews.

"Chiropractic is an area that
lends itself to overutilization," Mr.
Goelman said.

Cost Care now employs a full-
time chiropractor who will review
cases from his particular perspec-
tive. Then, a physician reviews the
case from a medical necessity
standpoint, Mr. Goelman ex-
plained. "There are several physic-
ians on our staff who will look

at what (chiropractic) services are
being rendered and how long they
should continue."

The company's imaging review
service consists of detailed exami-

nation of the necessity and appro-
priateness of high-cost imaging
tests, like computerized axial to-
mography-or CAT-scans and
magnetic resonance imaging pro-
cedures.

Cost Care will "look at whether

the doctor who's ordering the tests
has gone through all the other al-
ternatives before resorting to usin@
these tests," Mr. Goelman ex-

plained. Also, reviewers will inves-
tigate whether other types of tech-
nology, which may be less
expensive, were considered.

"The goal is to make sure the pa-
tient gets the appropriate level of
services. And, we want to get at the
real reason behind using the new
technology," he said.

Value Health Inc.

Founded in 1987, Avon, Conn.-

based Value Health Inc. is the par-
ent company of five specialty man-
aged care firms:

• American PsychManagement
Inc. in Arlington, Va., which offers
mental health and substance abuse

UR and managed care programs.
• Health Information Designs

Inc. in Arlington, Va., a pharma-
ceutical UR vendor.

• Value Health Sciences Inc. in

Santa Monica, Calif., a medical
care UR firm.

• ValueRx Inc. in Southfield,

Mich., a prescription drug plan.
• National Foot Care Program

Inc. in Southfield, Mich., which
sponsors a podiatric care preferred
provider organization and offers
related UR services.

The first three companies re-
viewed a total of 154,600 inpatient
acute-care hospital admissions in
1989, making Value Health Inc. the
eighth-largest UR vendor nation-
wide.

Value Health serviced a total of

8.1 million lives in 1989 through
one or more of its subsidiaries.

In addition to its inpatient ad-
mission reviews, Value Health also
reviewed more than 160,000 outpa-
tient procedures last year, said Ro-
bert Patricelli, Value Health Inc.'s
president.

He noted that outpatient review
is important because simply push-
ing cases from inpatient into out-
patient settings won't necessarily
save employers any money.

"You have to look at the whole

health care system," focusing on
clinical issues, Mr. Patricelli said.
"The whole UR industry has to get
beyond managing the level of care
and has to get into criteria-based
medical necessity review."

Value Health is doing just that
through a computerized medical
necessity review program mar-

Continued on nezt page
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keted by subsidiary Value Health
Sciences, Mr. Patricelli said.

The program, based on "very
elaborate clinical practice stan-
dards to precertification," contains
information on 35 expensive inpa-
tient and outpatient procedures, he
said. However, rather than focus-
ing on length of stay or the setting
in which treatment is delivered,
the system flags cases where a pro-
cedure seems not to have been

medically necessary.
"Nurses are now armed with a

program that allows them to col-
lect data from patient and doctor
and let the system make as58judg-
ment," he said.

But, he explained, the system it-
self does not make a decision to

deny a claim. Rather, it "scores"
the case, and if a procedure's score
indicates that it may have been un-
necessary, the case will be sent to a

physician for further rev. ew.
Implemented in 1989 the pro-

gram is purchased by 15 clients
representing 6 million 1.ves. Mcst
users are large insurers, though
several self-insured employers abo
have purchased the system, said
Mr. Patricelli.

Value Health typically licenses
the software to these companies
and will train in-house nurses to
perform the reviews, he said.

"What employers need is some
way to make judgments on getti,g
to the 20% to 40% of Trocedures
that are not necessary," Mr. Pat'i-
celli said. "Employers see it as an
add-on module to UR that perm.ts
them to challenge the medical re-
cessity of the procedure itself."

Corporate HealthCare
Management

Corporate HealthCare Manase-
ment, a subsidiary of EQUICOR
Inc. in Nashville, Tenn., is tne
ninth-largest UR vendor based )n

143,252 inpatient admissions re-
viewed in 1989 from a client base

of approximately 6 million lives.
Corporate HealthCare Manage-

ment reported 1989 gross revenues
of $23.3 million, a 33% increase
from the $17.5 million reported in

Employers need a
way to judge'the 20%
to 40% of procedures'

that are unnecessary,'
says Mr. Patricelli.

1983. Ninety-one percent of the
firm's 1989 gross revenues came
from providing UR services
directly to employers.

Among the company's recent in-
novations is the creation of a cer.-

tralized department to review
medical and mental health proce-

dures, noted Dr. Taylor, president
of Corporate HealthCare Manage-
ment.

"Rather than have medical and

psychiatric reviews operating in
separate product areas, we now
have our medical leadership cen-
tralized in one department with a
senior medical director, consul-
tants and cther medical directors,"
he explained.

In addition, "we've now com-
pleted and are installing a state-
of-the-art mainframe system" that
will better monitor the basis on

which treatment is approved or
denied.

The Integrated Referral and Au-
thorizatior System, which was two
years in development, "directly in-
tegrates" with claims information
from EQUICOR clients and clients
that purchase unbundled UR ser-
vices.

The computer system "creates an
authorization and claims history
record that is transportable to

1
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other systems," Dr. Taylor ex-
plained.

The company can "much better
service employers" because this
new system can furnish informa-
tion on the patient's diagnosis and
course of treatment. The record

also includes the nurses or doctors

talked to and "unique information
on why we approved services or
not," he said. Claims adjudicators
that have access to the system can
now pull up a full "authorization
record instead of just a 'yes or
no , '' regarding payment, he
added.

Dr. Taylor said Corporate
HealthCare Management plans to
develop a similar system this year
for psychiatric authorizations.

In addition, Dr. Taylor said Cor-
porate HealthCare Management
has beefed up its health promotion
services.

"We invested a whole lot more in

the products that we made, and
now we have a legitimate array of
products" available to clients, in-
cluding health advisory services
and employer newsletters.

Health Risk

Management Inc.
Another newcomer to this year's

UR rankings is Health Risk Man-
agement Inc.

HRM reviewed 83,000 hospital
admissions in 1989 to rank as the

10th-largest vendor. The privately
owned company services approxi-
mately 2.7 million lives, including
benefit and workers compensation
lives.

The Minneapolis-based vendor
bases its hospital admission autho-
rizations on a patient's diagnosis
and whether the medical proce-
dures recommended are appropri-
ate according to that particular
diagnosis, said Marlene Travis,
president and chief operating offi-
cer.

"You have to look at whether a

diagnosis is believable and what
are the different treatment options
available," she said.

In the early days of utilization
review, everyone thought of UR as
only encompassing preadmission
review and length of stay issues,
she said.

But, deciding to pay claims
based on an admission's appropri-
ateness or whether a length of stay
is acceptable "ignored the medical
issues."

When someone calls Health Risk

Management, "we apply our own
medical standards and ask them

about their diagnosis and sympto-
mology," she said. "We discuss

treatment options with practition-
ers and try to get them to use the
most appropriate and conservative
treatment.

"We also advise patients if we
think (a procedure) is inappro-
priate and tell them to discuss it
with a doctor," she said. Keeping
patients informed helps them un-
derstand why a UR firm is taking
the action, she added.

Whether a person should be hos-
pitalized and the expected length
of stay is less important than these
medically sensitive issues, she
said.

"You can't do utilization review

in a cookbook way," Ms. Travis
said, noting that HRM has spent
the last four years developing its
own medical necessity guidelines
and· criteria. Those guidelines do
not simply authorize admissions
based on widely accepted criteria
that say the diagnosis automati-
cally assures hospitalization.
Rather, they focus intensely on the
specific diagnosis and symptoms,
she said.

Other UR professionals have ac-
cepted HRM's medical criteria as a
credible tool on which to base ad-

mission and length of stay deci-
sions, Ms. Travis said.

"I feel like we've had a best-kept
secret. But now we want to take

this resource and make it available

to" other UR firms, she said. I
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Employer coalitions
Continued from page 3
community providers are best, ob-
servers say.

Coalitions usually take one of two
approaches: Employer-only coali-
tions that either exclude provider al-
together or keep them in secondary
roles, or broad-based coalitions that

offer providers membership on equal
footing with employers.

While some employer-only coali-
tions are developing purchasing
groups, more broadly based coali-
tions focus more on educating mem-
bers on the underlying factors that
impact health care Costs.

Each of the two approaches has
its supporters and its critics.

Advocates of the employer-only co-
alitions say these groups can point to
concrete savings for employers as a
result of the groups' bottom-line ap-
proach, which keeps members active
in the organization.

They also charge that coalitions

that have invited equal provider par-
ticipation have been largely ineffec-
tive in controlling health care costs.

But the more broad-based coali-

tions say that the employer-only co-
alitions tend to foster unproductive
adversarial relationships with pro-
viders, which blocks long-term solu-
tions to soaring costs.

They also say that while employer-
only groups may help their members
control health care costs, the ultimate
result is that providers shift these
costs to other employers outside of
the coalitions.

But, many observers question how
effective either type of coalition has
been to date (see story, page 24).

Many of the coalitions now in eds-
tence were formed eight to 10 years
ago in response to Reagan adminis-
tration cutbacks in health care plan-
ning agencies charged with studying
the nation's health care issues, ob-

servers explained.
Their growth received additional

impetus from grants from the Wash-

ington-based Robert Wood Johnson
Foundation, which helps fund local
community-based cost containment
prograrns.

Also encouraging the growth of co-
alitions was the Dunlop Group of
Six, formed in 1981, which includes

executives from six national organi-
zations: the AFL-CIO, the American

Hospital Assn., the American Medical
Assn., Blue Cross & Blue Shield
Assn., the Business Roundtable and
the Health Insurance Assn. of

America.

Today, there is some type of em-
ployer health care coalition in all
but eight of the 100 largest cities
around the country, according to
Gaylen W. Young, director of the
AHA's Office of Health Coalitions

and Private Sector Initiatives.

And, overall, there are now about
160 coalitions overall around the

country, Ms. Young estimates.
As a result, new coalition growth

has slowed, and those that are form-

ing are appearing in smaller com-

munities.

There also has been some "skin-

nying down" in the number of coali-
tions due to consolidation. For in-

stance, in Indianapolis, where there
once were four separate coalitions,
only one now exists, Ms. Young
noted.

To help their members control
health care costs, coalitions are start-

ing to "get more directly involved in
controlling health care costs" by
using their purchasing power, said
Carol Cronin, vp at the Washington
Business Group on Health, which is

becoming a clearinghouse of infor-
mation for coalitions. The association

now works closely with about 30 co-
alitions nationwide.

"I think what you're seeing is the
verge of a possible trend," said Fran
Miller, president of both the Denver-
based Colorado Business Ccalition

for Health-whose approximately
500 employers represent 50,000 co-
vered lives-and the coalition-asso-

ciated Alliance, the fourth-largest
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managed care organization in the
state.

The current move toward health

care purchasing networks is' a nat-
ural evolution of the coalition move-

ment, observers say.
"It has taken us a decade of ex-

perience to learn that this is the solu-
tion," said Jeanne Keller, executive
director of the Vermont Employers

Health Alliance in Burlington, whose
members include 90 employers with
100,000 covered lives, or about 20%
of the state's population.

"I look back on this decade, and

say, 'We didn't really do anything,
but we spent the time figuring out' "
what to do, Ms. Keller said. "It took

us that much time to get at the idea
of purchasing" health care through a
network of preferred providers.

The stages involved in reaching
that point included collecting and

disseminating heal:h care data; de-
ciding what to do with the data;
making the commitment to "try to

make a change within the delivery
system," and then proceeding to act
as a purchasing agent, said John
Sforza, executive director of the Flor-
ida Health Coalition in Miami, which
has 40 employer members with 1.6
million covered lives.

Mr. Sforza said the Florida coali-

tion, which also offers its own utili-
zation review service, is now in the

latest stage, "but we continue to do
the other things as well," such as col-

leeting and dissemnating data.
"There is an empowerment that

occurs along the way that's proba-
bly the most striking feature of this
development," observed George
Murphy, chairman and chief exec-
utive officer of the San Diego-based
Community Care Network, a private
firm that helps coalitions operate heir
PPO-type programs.

After years of collecting data on
rising health care costs, these coali-

tions suddenly realize, "By golly,
there's something that we can do
about it," he explained.

The WBGH's Ms. Cronin said it

is still too early to make an overall
evaluation of coalitions' effectiveness

in containing health care costs. "I

think the proof will be in the pud-
ding."

But some coalitions that offer

health care purchasing networks say
they have already had some positive
results.

For instance, Mr. Sforza of the
Florida Health Coalition said one

company with 2,500 employees im-
plemented a coalition-developed
pilot purchasing project involving
diagnostic tests and cut its diagnostic
test bills by 35%.

And the 23 companies that parti-
cipated in all of the Memphis Busi-
ness Group's services, which include
a PPO-type arrangement and utiliza-
tion review, saw health care costs

drop 22% on average per case, said
Executive Director Gordon Sinith.

"In our particular case, it's been
very effective," said Fred Bowman,
vp of finance and administration at
Seessel's, a chain of seven supermar-
kets that is a member of the Memphis
coalition.

The Buyers Health Care coalition
in Nashville, Tenn., has negotiated
one-year contracts for each of 10,000

health care services and procedures
with about 95% of the area hospitals,
said President Edwin Childs.

"We have a price down to the as-
pirin for each item in the hospital,"
he said. "We deliver an auditable

cost savings to each employer on each
claim."

He estimates his coalition saves its

employers 15% to 20% in hospital
costs.

The Vermont coalition's efforts in-

clude a mail-order pharmaceutical
program that can save employees
40% on maintenance drug costs, Ms.
Keller said.

The coalition also is working on
developing preferred provider pro-
grams for mental health, dental and
vision care, she said.

Coalitions setting up purchasing
arrangement stress the need to en-

Continued on page 24
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Coalitions
Continued from page 22
sure quality services. "Quality is the
No. 1 driving issue," said Colorado's
Mr. Miller (see story, page 31).

But, coalitions offering health care
purchasing networks will have to
take pains to ensure they are estab-
lishing programs with high-quality
providers to distinguish them and
survive the competition from the bet-
ter-capitalized insurance industry,
Mr. Miller said. Otherwise, "they'll
just be a blip in history," he warned.

The Colorado coalition has lined

up a network of providers from
which employer members can cre-
ate their own preferred provider net-
work while maintaining their own
plan design, Mr. Miller explained.
"We're not a PPO. We're a master

network out of which you can create
a PPO," he said.

"This is probably the only way
we're going to deal with this issue"

of soaring health care costs, agreed
Chuck Ripp, director of membership
development for the Midwest Busi-
ness Group on Health, which has
created the Employers Purchasing
Institute for Quality preferred pro-
vider organization for its members in
the Chicago area.

The MWBGH, whose Chicago-area
employer members have about 20,000
employees, is also working with the
New York-based Hartford Founda-

tion on how to improve the quality of
health care, he said.

"I think we've got the best prices
in town," said Dick Wagner, project
director of the Greater Milwaukee

Business Group on Health, an
MWBGH chapter that offers mem-
bers a PPO-type network. But, "we
have been very, very careful" about
maintaining quality, he said.

The Milwaukee coalition, whose
members have 75,000 to 90,000 em-

ployees, has checked the credentials

for each of the 1,300 physicians in its
network, Mr. Wagner noted.

The Milwaukee program also is in-
volved in the Hartford Foundation's

study on improving health care qual-
ity

"We want to be sure the quality
of the providers that we have in the
network is the best," said Mr.

Wagner, explaining that high-quality
programs lead to lower costs.

But, he noted, coalitions must work
with providers to be successful. "It id
really something we have to do with

the providers. We can't do it by our-
selves. It becomes a provider quality
relationship."

"The emphasis has got to be on
quality," agreed Ralph S. Pollock,

chief operatmg officer of ValueCare
Inc. in Hartford, Conn., formerly the
Business Coalition on Health.

ValueCare plans to launch a pre-
ferred provider organization by Jan-
uary 1991 for its 17 members with
300,000 covered lives, which rep-
resents about 12% of Connecticut's

population, Mr. Pollock said (BI,
Jan. 22).

ValueCare could have set up just
a discount PPO crganization, Mr.
Pollock said. But all that would do

"is cost shift to the other employ-
ers."

Instead, he said, it is trying to "do
everything differently," including
being highly selective in its choice of
participating physicians and focusing
on educating employers about cost-
effective health care.

The PPO will analyze claims data
and work with an advisory board of
physicians to form a network of
high-quality, cost-efficient providers,
according to Mr. Pollock.

"We're tilying to keep all those sys-
tem issues in perspective," Mr. Pol-
lock said.

The Nashville coalition, whose
members have 48,000 lives, deter-

Continued on page 26

Coalition misgivings
are widespread

Employer coalitions have not been the answer to soaring health
care costs that employers had hoped they would be, several observ-
ers agree.

"I frankly think that employer coalitions have had a noble cause,
but I think they've been relatively, if not totally, ineffective," said
Robert Siver, vp of Siver Management Consultants in St. Peters-
burg, Fla.

Unless a coalition can completely control the practice and pricing
of medicine, "I just don't see it being that effective," said Bill Dan-
ish, a consultant with Fort Lee, N.J.-based Kwasha Lipton.

Even coalition executive directors acknowledge their groups'
shortcomings.

"I would grade coalitions generally as maybe about a C-plus, I
guess," said Patrick Casey, executive director of the Health Action
Council of Northeast Ohio in Cleveland.

"I'm in touch with a lot of different coalitions around the United
States and they vary in their effectiveness," Mr. Casey said. Coali-
tions, he said, can more effectively help members control health
care costs by offering only employers full membership.

A November survey of 125 coalitions sponsored by the Dun-
lop Group of Six-which includes executives from the AFL-CIO,
the American Hospital Assn., the American Medical Assn., Blue
Cross & Blue Shield Assn., the Business Roundtable and the Health
Insurance Assn. of America-showed that coalitions themselves ap-
pear ambivalent about their effectiveness in controlling costs.

Forty-nine responded in a neutral fashion when asked whether
coalitions are effective. Twenty-two reported their groups were in-
effective and only 45 said they were effective.

In light of what employers are doing on their own in health
care cost management, "it's not clear that you need coalitions
any more," said Helen Darling, a principal with William M. Mercer
Meidinger Hansen Inc. in Stamford, Conn.

Coalitions seem "old fashioned" and "can't move as fast" as em-
ployers can individually, she said.

But Richard Ekstrom, former chairman of the Pittsburgh Business
Group on Health and manager of health benefits at Westinghouse
Electric Corp., believes "they've had a constructive effect."

No single factor, however, "can be singled out or measured
for its effect on controlling health care costs," Mr. Ekstrom said.

Observers say the structure of employer coalitions can impede
effectiveness in controlling health care costs.

For instance, not all coalition members may follow the orga-
nization's decisions, said Richard Sinni, director of the Secaucus,
N.J.-based health management practice of Buck Consultants.

"You sometimes lose some of your larger employers groups"
that feel that a particular program is "not where they want to
be corporately," he said.

-By Judy Greenwald
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Coalitions

Continued from page 24
mines which hospitals are the best
for particular procedures as part of
its program, Mr. Childs noted. "Every

hospital has some center of excel-
lence," she said. No hospital is a
"one-stop shop."

Community Care Network's Mr.

Murphy predicts coalition-sponsored
purchasing arrangements will con-
tinue to develop. "I'm not sure this is

the last phase," he said. "I suppose
this isn't the end of the process."

Some observers envision the even-

tual creation of a nationwide pro- .
gram. "We're looking to assist coali-
tions throughout the country," said
Mr. Ripp of the MWBGH. "We see it
eventually as a national type of pro-
gram."

Mr. Murphy agreed that there are
"perhaps some common threads" that
would make some sort of national co-

alition feasible.

But, Mr. Murphy believes that co-

alitions will continue to be essentially
community-based. "Our experience
suggests that health care is a local
issue and is more effectively dealt

with in a customized, local ap-
proach," he said.

Not all employer-only coalitions,
however, are moving toward estab-

lishing preferred provider networks
for their members.

For instance, such an approach
would not be appropriate in St.
Louis, said Jim Stutz, executive
director of the St. Louis Area Busi-

ness Coalition.

He explained that St. Louis serves
as the headquarters for several large,
national companies that are  fully

capable" of developing their own
purchasing arrangements and do not
need the coalition to do so. Indeed,

there are 38 employers in the coali-
tion with about 300,000 covered lives,
or about 12% to 15% of the area's

population, Mr. Stutz said.
"It's just not a demand of our em-

ployers," he said, observing that
"every area is different."

Instead, employers in the St. Louis

area are interested in focusing on ef-
forts that would lead to a more com-

petitive health care marketplace, Mr.
Stutz said.

The St. Louis coalition has con-

centrated on collecting and analyzing

claims experience data from hospi-
tals, as well as data on financial per-

formance. As part of an upcoming
project, the coalition plans to provide

information on what hospitals will be
charging in the future.

However, the coalition already has

helped keep health care costs down,
Mr. Stutz believes.

For instance, it was active in en-

couraging utilization review firms to
set up operations in St. Louis. And,
Mr. Stutz believes, UR firms were in-
strumental in the 28% reduction of

hospital lengths of stay in the market
to 620 per 1,000 covered lives in 1988

from 862 per 1,000 in 1983.
There is no wrong or right way to

approach cutting health care costs,
Mr. Stutz said. "It's taking each mar-
ket and looking at what the needs
are."

Meanwhile, coalitions that include

providers as active members feel they
also can make a contribution-albeit

a more indirect one-toward con-

taining health care costs.
Jim Ring, chairman of the Min-

nesota Coalition on Health, which

includes providers, acknowledges
that the coalition's impact on con-
trolling health care costs has been
"marginal at best."

"The impact is not immediate. It
is clearly the long range that we're

dealing with," said Mr. Ring, who
is also vp-human resources at Con-

trol Data Corp. in Minneapolis.
But, he said, the coalition does en-

able providers as well as employers
to gain a "far better sense of recogni-
tion of where we have common

ground."
It also has been "without a doubt,

extremely effective" in helping em-
ployers develop health care plan de-
signs and policy statements, Mr. Ring

said.

"We already have multiple orga-
nizations that do what these pur-
chasing groups do/' said Patricia
Drury, executive director of the Min-
nesota coalition.

The health care system's problems
cannot be unilaterally solved, Ms.
Drury said. "No one party can get it
done."

Compromise and agreement among
all parties is necessary, and "an ef-
fective coalition can effect these

compromises," she said.
And while there is the risk that co-

alitions could eventually become sta-
lemated, "it doesn't have to," Ms.
Drury asserted.

What the Minneapolis coalition is
setting out to do by involving all
elements of the health care network

is harder than the employer-only ap-
proach, and it can be more painful,
"but when it works, it's more effec-
tive," Ms. Drury said.

The New York Business Group on
Health, which has close to 300 mem-

bers from New Ycrk, New Jersey anc
Connecticut, includes providers in its
membership for two reasons, accord-
1ng to Dr. Leon Warshaw, executive
director of the coalition:

• The health care industry is one
of the major industries in the tri-state
area and "they have the same con-
cerns banks and manufacturing com-
panies have" about rising health care
costs.

• And, even though one )1 its
members is the city of New York
with 1.3 million covered lives, the

coalition currently does not have the
necessary clout in the New York met-
ropolitan area market to create an ef-
fective purchasing organization. "We
have to rely on persuasion." he said.

Nevertheless, Dr. Warshaw be-
lieves that the coalition has played

a useful role m educating its mem-
bers about how to use health care

cost effectively and about other cost-
saving approazhes as well as dealing
with the issues of plan design.

The coalition also has tackled-

through its educational programs-
such issues as prenatal care, alcohol
or chemical dependency, anxiety and
depression wi:hin the workforce and
acquired immune deficiency syn-
drome.

However, it would be "impossible"
to attempt to quantify health care
cost savings as a result of these pro-
grams, Dr. Warshaw said

In Detroit, the 130-member
Greater Detroit Area Health Coun-

cil, which includes providers as mem-
bers, addresses the underlying issues
in health care, said Executive Direc-

tor Symond Gottlieb.
Those issues include reducing ex-

cess capacity in hospitals and vanna-
tions in medical practices as well as
obtaining a better consensus in such
areas of concern as ALI)S.

The council just finished a major
report on how to implement an 11-
tegrated regional health care deli-
very system m the De'.roit area. The
report detailed the essential charac-
teristics of such a sys:em and "how

you get there," Mr. Gottlieb said.
Unlike other coalitions, however,

it does not seek legislative help often.
"We don't think you solve the prob-
lems by legislation," he said.

The Detroit coalition is "the best

forum we have now, it seems," said
Harold Armstrong, general director
of health care cost analysis at Gen-
eral Motors Corp. It is an effective
listening post that permits all sides to
hear others' perspectives "undiluted
by a bunch of people in between,"
such as consultants.

Mr. Armstrong acknowledges that
there are times when "philosophical
gridlock" develops.

But at other times, the coalition
leads to frank, open discussion from
different perspectives on what it
takes to effect change. And while it
may not lead to precise cost savings,
it does help in the "global sense," Mr.
Armstrong said.

"It does a lot, and we think it's

capable of doing a lot more," he as-
serted. I
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Mental health benefits revised
Advocates of carving out' see savings, better quality

By STACY ADLER

By dividing mental health bene-
fits from group medical plans, em-
ployers hope to conquer skyrock-
eting mental health care costs.

Employers that separate group
medical and mental health benefits

can then focus on reducing mental
health care costs, realizing savings
of 10% to 40% while improving
quality of care, mental health care
experts say.

"Among Fortune 500 companies,
at least half have gone to a stand-
alone mental health care benefit in

the last five years," said Dr. Ken-
neth Kessler, chairman of Ameri-

can PsychManagement Inc., a spe-
cialized utilization review firm in

Arlington, Va.
Requests by both large and small

companies to separate mental
health care benefits from medical
benefits have increased 300% in

two years, said David J. McDon-
nell, president and chief executive
officer of Preferred Health Care

Ltd., a psychiatric UR firm in Wil-
ton, Conn.

"For those employers whose psy-
chiatric costs are more than 15% of

total health care costs, this benefit
deserves to be looked at separa-
tely," said Laura Fineberg, a con-
sultant for Hewitt Associates in

Lincolnshire, Ill.

"Employers-particularly large
employers-are going to stand-
alone programs," agreed John
Brady, president of Psychology
Systems, a specialized utilization
review firm in Milpitas, Calif.
"Most of our clients now want a

complete carve-out."
Potential savings are one obvious

reason for the switch.

Psychiatric and substance abuse
costs can be cut 10% to 40% by
managing the benefit separately,
sajd Joan Pearson, a consultant
with TPF&C, a unit of Towers,
Perrin, Forster & Crosby Inc. in

,Seattle.

"A 25% to 20% savings in the
first full year of operation is not
unreasonable to expect," said Mr.
McDonnell. "Savings can be as
high as 40%."

Carefully designed programs can
save some employers 50% on men-
tal health care costs, said John
Bartlett, vp and corporate medical
director of MCC Cos., a UR unit of
CIGNA Corp. in Minneapolis.

After one large West Coast com-
pany's mental health care expenses
under its group health care plan
rose 25% in one year, the company
decided to carve out th@ benefit,
said Dr. Kessler. As a result, men-
tal health care costs dropped 35%,

--------------
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for a $3 million savings.
Advocates say carving out men-

tal health benefits can also im-

prove the quality of care by ensur-
ing that those covered get the most
appropriate treatment.

"Employers can drive both cost
effectiveness and quality of care by
carving out the psychiatric and
substance abuse benefit," said
MCC's Mr. Bartlett.

By making sure employees re-
ceive appropriate mental health
and substance abuse care, employ-
ers reduce the relapse rate, said
Ms. Fineberg of Hewitt. "Ulti-
mately, high quality of care is
going to result in cost savings."

While carving out mental health
care benefits can help employers
reduce costs and improve quality
of care, the process is not without

its difficulties, experts warn.
Employers that decide to carve-

out the mental health care benefit

face communication and adminis-

trative challenges, they say.
Explaining a separate mental

health care plan "can be quite
complicated," said Ms. Pearson of
TPF&C.

Consultants emphasize convey-
ing a sense of caring to employees.
Highland, Mich.-based Chrysler
Corp., for example, calls its mental
health care program "Help Line."

A carve-out also presents admin-
istrative difficulties, experts say.

"Administratively, the employer
is forced to deal with two groups
(of providers and utilization re-

'Most of our clients

now want a complete
carve-out,'

says John Brady of
Psychology Systems.

view firms)," said Mr. McDonnell
of Preferred Healthcare.

But employers often realize that,
with the savings generated by a
carve-out, they can afford to hire
another employee to handle ad-
ministration, said Mr. Kessler of
American PsychManagement.

After carving out mental health
benefits, an employer can best
contain costs and improve care by
hiring specialized psychiatric utili-
zation review firms, changing plan
design and creating a preferred
provider network of mental health
professionals, say consultants and
specialized UR firms.

In fact, mental health care cost
management has become a thriv-

ing industry.
Traditional UR programs are not

effective in managing the costs of
psychiatric and substance abuse
benefits, according to consultants.

"The medical/surgical benefit
and the psychiatric benefit are two
different benefits and cannot be

treated the same," said Donna De-

Hart, vp-marketing for TAO Inc. in
Philadelphia, a psychiatric UR
firm.

"You need a different type of
nurse and a different type of pro-
fessional to properly manage psy-
chiatric costs," said Barbara Ada-

chi, senior manager of health care
benefits consulting with Deloitte &
Touche in San Francisco.

Specialty UR firms focus on
matching the employees' needs
with a wide array of treatment op-
tions, including:

• Individual and group psy-
chotherapy.

• Day treatment programs.
• Acute residential treatment

Continued on next page
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Mental benefits
Continued from previous page
programs.

• Transitional residential treat-

ment programs.
• Outpatient care.

• Partial hospitalization.
• Inpatient care.
Experts note that inpatient care

-which can account for 70% of

total mental health care costs-is

the most expensive, but often not
the most appropriate, type of care.

"The literature shows that out-

patient treatment is appropriate
for 60% to 70% of those needing
substance abuse treatment," said
Ms. Pearson.

Redesigning mental health bene-
fit plans tc encourage employees to
seek alternatives to costly inpa-
tient care also can produce cost
savings, experts say.

"Plan design is often the first
area of change," said Ms. Pearson.

Many employers' mental health

plans either don't cover outpatient
treatment for certain types of ill-
ness or require employees to pay
more for outpatient treatment, she
explained.

And many have "flawed benefit
incentives" that make inpatient
treatment less expensive for em-
ployees than outpatient care,
added MCC's Mr. Bartlett.

Removing disincentives to out-
patient treatment is the key to plan
redesign, said Ms. Adachi.

Consultants and UR firms cau-

tion, however, that "benefit rede-

sign" should not be a euphemism
for "benefit reduction."

Employers should alter plans to
encourage less-expensive forms of
treatment, not to cut back benefits,
said Mr. McDonnell of Preferred

Healthcare.

Cutting mental health care bene-
fits to reduce costs is "throwing
out the baby with the bath water,"
said Mr. Kessler of American

PsychManagement.
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In addition to hiring specialty
firms or redesigning benefits, em-
ployers attempting to manage the
costs of mental health care fre-

quently turn to psychiatric pre-
ferred provider organizations.

In addition to providing their
services at a discount, psychiatric
PPO providers usually agree to
hold down expenses with certain
cost containment techniques, such

as case management.
When selecting a PPO it is im-

portant that employers choose a
network of providers that practice
approaches to care that are cost-
effective, said Mr. Bartlett.

Employers should also "pick a
psychiatric PPO that shares their
treatment approach," he said. i

Psychiatric
costs rising
at large firms

Controlling psychiatric costs is
more of a problem for large em-
ployers than for small firms, ac-
cording to a study scheduled to be
released this fall.

For companies with more than
5,000 employees, per-employee
psychiatric and substance abuse
costs soared 47% to $297 last year,
from $202 in 1988, according to the
preliminary results of an A. Foster
Higgins & Co. Inc. study.

In comparison, costs for employ-
ers with fewer than 5,000 employ-

ees declined slightly, to $215 in
1989 from $218 a year earlier, the
study found.

Still, "for the average employer
15% to 25% of total health care

costs is for mental health care,"
said Laura Fineberg, a Hewitt As-
sociates consultant in Lincoln-

shire, Ill.

"These costs are going up faster
than any other component of the
medical plan," said Joan Pearson,
a consultant with Towers, Perrin,
Forster & Crosby Inc. in Seattle.

Per-employee costs for psychiat-
ric and substance abuse benefits

increased 18% to $244 in 1989,

from $207 in 1988, according to the
study.

Foster Higgins also found that

self-insured employers do not con-
trol mental health costs as well as

their insured counterparts. Costs
rose 26% between 1988 and 1989

for self-insured mental health

plans, compared with 17% for in-

sured plans, the survey found.
Among factors contributing to

the high cost of mental health care
are extended hospital stays and in-

creased hospitalization of adoles-
cents.

Average inpatient hospital stays
for mental health care are 20.5 to

21.5 days, or nearly four times

Longer than the average 5.6 to 6.1
day stay for general medical care
or surgery, according to Barbara
Adachi, senior manager of health
care benefits consulting with De-
loitte & Touche in San Francisco.

Mental health care costs can be

"especially problematical if the
employer has a large number of ad-
olescents in the insured popula-

tion," said Ms. Fineberg of Hewitt.
Much of the increase in men-

tal health care for adolescents--

hospital admissions increased
450% from 1984 to 1987-can be

attributed to increased advertising
by hospitals, she explained.

Teen-agers are being inappro-
priately hospitalized for beha-
vioral, rather than true psychiatric

problems, charges John Brady,
president of Psychology Systems, a
specialized utilization review firm

in Milpitas, Calif.
"People are being convinced that

adolescents need expensive care,"
agreed TPF&C's Ms. Pearson.

-BY Stacy Adler



ACLEARGIANNEL'IHROUGH
HEUTH CARES MURKYN(KIES.

4 ••.

'he diagnosis and treatment of mental health and substance abuse problems is seldom simple.
1 Experimentation can be risky "Customary practice, while convenient, can be ineffective. And both

approaches are often unnecessarily expensive. That's why decisions in these "grey areas" are rarely clear.
MCC can help clarify the process. Since 1974 we have been developing and prescribing mental

health and substance abuse treatment programs that are results oriented, not driven by sirnple
expediency The documented results: consistently high user satisEaction and effective cost control.

MCCoffers a comprehensive range of health care management products for employers, indud-
ing our Utilization ktanagementand Exclusive and PreEerred Provider Programs, Ernployee Assistance
Programs, and capitated "at risk" arrangements for HMOs and PPOs

*11 answer all your questions and help you evaluate and choose according to your firm's
speciEic needs. Please call 612-861-9500 or 1-800-433-5768 today

Let's still the troubled waters together.

©1989 MCC Companies, inc.

1



30 / Business Insurance, February 19, 1990

Spotlight report

Firms separating mental health benefits
By STACY ADLER

General Motors Corp.'s mental
health care costs were "out of con-

trol" in 1983. Employees were
overutilizing psychiatric and sub-
,stance abuse benefits, and many
were seeking emergency mental

health care with no oversight, a
company study found.

Several years later, GTE Corp.
found mental health costs rising at
double the rate of medical costs at

its California subsidiary. Mental
health care, in fact, consumed

more than 25 cents of every dollar
the company spent on employee
health care.

To address the problem, both
companies recently have "carved
out" mental health benefits from

their group benefits programs and
redesigned their mental health
care plans.

"The first thing we did was sepa-
rate out the substance abuse bene-

fit,'' said Beach Hall, assistant
director of health care benefits for

General Motors in Detroit. GM's

goal was to stop the "revolving
door" caused by patients that suf-
fered a high rate of relapse.

GM also added precertification
review and concurrent review of

all second-time substance abuse

treatments.

In 1987, the company began re-
quiring a treatment plan for all
employees prior to discharge from
a detoxification treatment center

and instituted stiff financial pen-
alties for any employees found
leaving treatment without medical

approval.
The results, said Mr. Hall, were

terrific. "In terms of substance

abuse. we were treating the same

number of people at a lower cost,"
he said.

Substance abuse care costs were

cutl 7% between 1987 and 1988. A

year later, substance abuse care
costs rose at less than the rate of'

inflation, he said.
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GTE Corp.'s first step toward re-

ducing mental health care ex-
penses a: its California operations
was to redesign its benefit plan to
encourage use of less expensive
types of care, said Bruce Taylor,
former manager of employee insu6r-
ance for the Stamford, Conn.-
based company.

The phone company's traditional
benefit plan paid 100% of the cost
of inpatient psychiatric and sub-
stance abuse treatment, but only
about 50% of the costs for outpa-

1

tient treatment.

The current plan at GTE Cali-
fornia covers both inpatient and
outpatient psychiatric and sub-
stance abuse care at 100% if the

employee has treatment pre-ap-
proved by GTE's employee assis-
tance staff or by its new psychiat-
ric UR firm, Preferred Healthcare
of Wilton, Conn.

Howevef, employees who do not
have treatment reviewed in ad-

vance are covered for only 80% of
inpatient costs and 50% of outpa-

tient costs.

GTE also instituted a new com-

munications campaign entitled

"Who Cares?" The message of that
program was "GTE cares."

"The results of the program were
that in 1987 and 1988 we were able

to treat more employees and more

dependants,' said Mr. Taylor. ]n
1986, prior :o the changes, GTE
treated 2,823 claimants for psychi-
atric illnesses. In 1987, after the

changes, the company treated
3,044. The number fell to 2,956,

however, when the workforce was
cutin 1988.

But, even though more employ-
ees and dependents were received
mental health treatment, the com-

pany lowered costs for psychiatric
and substance abuse treatment by

25% in 1987 and 5% the following
year, said Mr. Taylor.

"We expect to see similar results
for 1989," said Mr. Taylor. "Pre-

liminary indications are that we
will see another 5% to 10% de-

crease in costs." I
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faster also means you can serve
more customers. As one
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Managed care may improve quality
By LINDA J. COLLINS Scrutiny identifies best providersManaged care techniques and other

tools used to control health care costs

generally are improving the quality
of health care patients receive, health
care experts say.

Managed care programs, like
health maintenance organizations
and preferred provider networks, at-
tempt zo identify high-quality, cost-
efficient providers, which better
guarantees that employees and de-
pendents receive the best care avail-

able, cost-containment experts ex-
plain.

In addition, utilization review can
serve as a "double check" on the

courses of treatment prescribed by
physicians.

But, while managed care programs
generally have improved the quality
of care, rewarding doctors for their
cost efficiency could cause some less

For starters, it can eliminate the

problem of lost or misplaced files.

Because now, electronic copies of your

documents will be stored in the com-

puter where they can be tracked, -

retrieved and viewed by anyon€9.

Instantly.

"Instantly" will also be the Uyto -

ImagePlus customer reports,

"Productivity of our customer

service reps is up approximately

20 percent."

While letting you make more

of your time, ImagePlus also lets

you use less of your space.

One optical disk can hold the

same amount of information as

four or more filing cabinets. That

led one customer to project,

"We'll save about 39,000 square

feet of office space, as well as the

© 1990 IBM Corporatton

reputable physicians to cut corners
in an attempt to impress employers
and insurers, one physician con-
tends.

And many doctors complain that
the morass of red tape created by
non-standardized UR procedures
forces physicians to spend time on
administrative matters that could be

spent treating patients.

The dramatic rise in health care

costs during the late 1970s and most
of the 1980s forced employers and
group health insurers to control these
Costs. While the tools have generally
been effective in holding down cost
increases, they have not detracted
from the overall quality of care, con-
sultants said.

And, preserving quality care is on

warehouse space where we store about

80,000 boxes."

In business terms, that alone could

translate into savings of more than

« $1 million a year.

L ImAgeplus from IBM. From policy

. services to underwriting to claims pro-

cessing, IBM and its Business Partners_
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top of employers' lists as they enter
the '9Os, they added.

In the 1980s, "a lot more inter-
est was focused on cost control at

the corporate level," explained Tony
Gajda, chairman of the health care
consulting practice group of William
M. Mercer Meidinger Hansen Inc. in
New York.

"Toward the close of the 19804

more attention was paid to quality,"
as employers, insurers and consul-
tants were better able to evaluate the

effectiveness of those programs, Mr.
Gajda added.

"We view the quality of care and
appropriateness of care to be the two
key issues for employers and provid-
ers in the next 24 months," said

Larry Goelman, president and chief
executive officer of Cost Care Inc., a
UR firm based in Huntington Beach,
Calif.

"There is a large increase in the
number of employers now looking
for second generation utilization re-
view (that is) care-effective as well as
cost-effective," Mr. Goelman said.

In the last few years, employers
have become increasingly concerned
about the quality of care their em-
ployees receive, agreed Barbara
Hammer, group benefits consultant

with Hewitt Associates in Rowayton,
Conn.

"Employers are now trying to
reach a better understanding of who
are the providers, who are the mor€

efficient providers and what are the
outcomes of their treatments. Cost

containment has made employers
more sensitive to the quality of care,"
said Ms. Hammer.

For example, many employers now
examine how provider networks se-
lect their physicians to ensure that
the money they spend on health care
is being used as effectively as possi-
ble, she said.

Among the criteria being examined
are the success of various treatments

and the number of repeated admis-
sions to a hospital for the same or a
related illness or injury, Ms. Hammez
explained, adding that such exami-
nation is essential.

"When employers seek to control
costs, and limit their employees' ac-
cess to free choice of providers, they
have to look at the quality issue. 1
don't think anyone wants to have a

program where an employee loses a
limb or a life to save (the employer]
dollars," she stressed.

Although many doctors resisted the
changes brought about by cost con-
tainment programs, these programs
improve the quality of care, said Dr
Robert J. Becker, chairman oj

Healthcare COMPARE Corp. a UB
firm in Downers Grove, Ill.

"I think there has been some sen-

tinel effect of cost control in mak-

ing physicians objectively think
about their treatment plan," Dr
Becker observed.

For example, UR programs hav€
forced physicians to demonstrate thal
their patients are receiving care "al
an appropriate site" and that they ar€
using a treatment plan that can be
justified "to another physician with
whom they have no personal, finan-
cial, constituency or referral relation-
ship," he explained.

Health care cost control efforts

have "focused rational attention on

how to judiciously utilize limited
health care dollars and resources,"

said Sheila Leatherman, vp of re-
search and development for United
HealthCare Corp. in Minneapolis, an
HMO and health care cost manage-
ment firm.

This has limited the use of un-

necessary medical procedures thal
can "expose patients to unnecessan
risks," she noted.

"Conversely, there is also atten-
tion now on correcting underutili-
zation of services, which may mean
such things as creating better ac-
cess to care for pregnant women in

Continued on next page
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Quality of care
Continued frcm previous page
the first trimester, and ensuring that
older women receive mammographies
for breast cancer and diabeties

receive regular eye exams to detect
retinophy," Ms. Leatherman ex-
plained.

Another way that managed care
providers can improve the quality of
care they deliver is to direct them to
the right type of physician or the best
treatmens plan, said E.li Glick, a
physical therapist with Phycare
Physical Therapy in suburban Phila-
delphia.

Because "there are so many dif-

ferent types of treatments and phi-
losophies of care, it is often diffi-
cult for a patient to pick the right
one. Cost containment firms can help
refer them to the appropriate peo-
ple," Mr. Glick observed.

John C Erb, a managing consul-
tant with A. Foster Higgins & Co.
in New York, agreed that managed

CNA helps you
hold down the cost

of quality health care.
You can be confident of high-quality, cost-efficient
health care for your employees with our Preferred
Provider Organizarion, one component of the
Managed Care Program from the CNA Insurance
Companies.

With some PPOs, bigger is better. We concentrate
on quality Our providers are stringently screened
before they're selected: facilities are assessed for
their reputation, location, and ability to attract medical
specialists and research personnel; medical staff
credentials, hospital accreditation, affiliations and esl
effectiveness are reviewed and evaluated to ensure

that our providers warrant the"preferred" name.
And, our integrated, patient-specific Utilization

Review Program assures that all medical services
are appropriate.

Finally; our Quality Assurance Program contin-
uously evaluates and monitors our providers'
performance and efficiency, to make sure that your
employees continue to get the best care.

Forthe convenienceof multi-site companies,
our network locations include 40 major metro-
pdlitan areas.

For more information, call your CNA representative.
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care programs "may have slightly
improved the quality of care" be-
cause "people are directed to the
right types of care instead of being
left adrift to fend for themselves with

no handbook, no map or no chart to

the medical care system."
Historically, many people have re-

lied solely on referrals from neigh-
bors or friends in selecting physic-
ians, he said.

"In the managed care area, the
physicians have been screened and
typically are specialists or board-cer-
tified," Mr. Erb added.

But while employers are taking a
greater role in selecting health care
providers, patients also must learn
to be more accountable for their ac-

tions and become more actively in-
volved in their health care to re-

ceive quality care, said Phycare's Mr.
Glick.

"With more outpatient services
being provided, people now have to
have a better understanding of and

control over the decisions they are
making," agreed Greg Riedi, senior
vp of Intracorp, a UR firm in Ber-
wyn, Pa.

A greater effort needs to be made
"by everybody within the health care
arena to educate consumers and in-

volve them more in the process," Mr.
Riedi said.

Indeed, "the responsibility for
helping individual patients learn how
to access care correctly falls on the

provider, employer and health
plans," said Dr. K. James Ehlen,
chairman and chief executive officer

of Physician's Health Plan of Minne-
sota, a Minneapolis HMO affiliated
with United HealthCare.

While United HealthCare's Ms.

Leatherman feels that in the long
run cost control efforts have im-

proved the quality of care patients
receive, she acknowledges that some
early cost control efforts might have
been misguided.

For example, she said that the in-
stallation of across-the-board em-

ployee copayments or deductibles
may have "inhibited employees' ac-
cess to health care."

One way to avoid this problem

would be for employers to eliminate
copayment requirements for such
areas as prenatal doctor visits, Ms.
Leatherman suggested.

"You want to encourage pregnant
women to receive prenatal care," she

explained.
And, while second surgical opin-

ion requirements are "still very ef-
fective" in eliminating some unneces-
sary procedures, they have been less
successful when they are applied
across-the-board, Intracorp's Mr.
Riedi said (BI, Feb. 20, 1989).

In fact, Blue Cross & Blue Shield

Assn. recently revised its second sur-
gical opinion procedures, said Susan
Gleeson, director of BC/BS' Center

for Quality Healthcare in Chicago.
"In areas where there has been a

high degree of concurrence between
first and second surgical opinions,
the second surgical opinion require-
ment has been eliminated. And, we
have also instituted waiver require-

ments for some procedures where the
need for surgery is absolutely indi-
cated," Ms. Gleeson explained.

In addition to ensuring that pa-
tients get necessary medical atten-
tion as promptly as possible, "this
has made these programs a lot more
cost-effective," she added, noting
that the average second surgical
opinion costs about $100.

Cost Care's Mr. Goelman also

pointed out that the basic approach
that a UR firm takes can affect

the quality of care a patient receives.
There are two types of UR, Mr.

Goelman explained:
• The statistical model, which

relies on the patient's age, sex and

medical diagnosis to determine
whether a medical procedure is justi-
fied.

• The clinical model, which ex-

amines the patient's own medical
history as well as the medical pro-
cedure the doctor proposes.

When UR decisions are based

Continued on next page
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solely on statistics, "they can't docu-
ment and validate the quality of care
being provided. The clinical model is

the only way to deal with the quality
issue and improve patient outcomes,"
Mr. Goelman said, adding that an in-
creasing number of UR firms are now ,

using the clinical model instead of
the statistical model.

A physician also cautioned that
when HMOs and PPOs offer doc-

tors financial incentives for keeping
costs down and limiting patient re-
ferrals, the quality of patient care
could be jeopardized.

While most physicians will always
perform the necessary tests and stu-

dies their patients need or refer them
to the appropriate specialists, less
reputable doctors seeking contracts
with employers or PPOs may take

shortcuts to prove that they are a
cost-efficient provider, contends the

chief of neurosurgery for a major
Eastern hospital.

"I don't think patients should be
discouraged from seeking medical

advice or physicians should,be
rewarded for not doing some things,"
he stressed.

The neurosurgeon also said treat-
ment decisions should be made based

on where the best service is available,

"not where they offer the best price."
In addition, doctors complain that

the sometimes excessive amount of

time they are required to spend to
comply with non-uniform UR re-
quirements means less time spent
with their patients, which hurts the
quality of care provided.

"The lack of consistency or uni-
formity in the processes that vari-
ous review organizations require--

the information requested and the
steps physicians have to comply
with"-is creating "an extraordinary
administrative burden" for physic-
ians and their staffs, said Dr. John
Kelly, director of quality assurance
for the American Medical Assn. in

"This lack of uniformity can be
extremely frustrating to physicians
at a time when they are trying to
provide necessary services to their
patients," he said.

To address this problem, "efforts
are now under way by over 25 dif-
ferent physician organizations to de-
velop parameters for use by physic-
ians in performing a number of
different medical and surgical proce-
dures involving the entire spectrum
of medical care," Dr. Kelly ex-
plained.

For example, the 435-member
AMA House of Delegates adopted an
"Initiative on Medical Review" last

December with four main goals: to
streamline and reduce duplication in
the review process; to assure that UR
is performed by physicians; to re-
move the secrecy from established
medical review guidelines; and to
promote uniformity and consistency
across reviewing entities (Bl, Jan.
22).

In addition, a task force of man-

aged care providers also are work-
ing to develop voluntary national UR
standards (see story, page 2).

The task force will also "estab-

tish a separate corporation for the
purpose of credentialing managed
care companies," HealthCare COM-
PARE's Dr. Becker said.

However, the accreditation pro-
gram "will probably not be in place
until January 1991, because it will
take a while to develop it and get or-
ganizational support," he added.

But, by establishing UR standards
and developing an accreditation pro-
gram for managed care companies,
the task force expects to realize two
goals, according to Dr. Becker:

• To show that UR companies
"must be accountable" for their ac-

tions.

• To act as a "statement by UR

companies that we really want to
work with providers."

While Physician Health Plan's Dr.
Ehlen agreed that "a certain amount
of duplication and confusion is being
created by different review organiza-
tions requiring different procedures,"

he pointed out that those organiza-
tions would probably be more willing
to comply with standards developed
on a local or regional basis.

"Initially, these efforts may need
to be locally driven, and state or
county medical associations are going
to be important in facilitating these
efforts," Dr. Ehlen said.

The Chicago-based Midwest Busi-
ness Group on Health began one such
local effort last year in Kingsport,
Tenn., said Barbara Kavalew, the
MBGH's director of research.

"Employers are looking at ways
of working with providers to pro-
vide quality health care in their com-

munity," Ms. Kavalew noted.
With the help of MBGH, the chief

executive officers of the three major
hospitals in Kingsport and a repre-
sentative group of employers and
physicians established a work-
ing group of 14 people to im-
prove the quality of care in the com-
munity.

The working group in August went
through 24 days of training on the
theory of quality improvement,
taught by representatives from Har-
vard Health Plan in Cambridge,
Mass., and Nashville, Tenn.-based
Hospital Corp. of America, Ms. Ka-
valew said.

The working group, which now
meets every other week, then set up
teams of additional people repre-
senting employers, hospitals and pro-
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viders to examine four separate
areas:

• A way to improve the effective-
ness of the UR process.

• Outpatient alternatives to lower
the the number of patients readmit-
ted to hospitals with chronic respira-
tory diseases.

• The discharge of some patients
from hospitals to nursing homes.

• The increasing problem of teen-
age smoking

Those teams are now undergoing
64 hours of training at a local techni-
cal institute, she said.

"They will come up with proposed
changes, and those changes will be
evaluated. Then, more teams will be
chartered," Ms. Kavalew explained.

t

"It is anticipated that this will re-
duce costs down the road, but the
goal is to improve the quality of
health care," she said.

A similar effort will begin in Chi-
cago next month, she added.

While the MBGH received a two-

year grant from the John A. Hart-
ford Foundation in New York to

spearhead its efforts, Ms. Kavalew
stressed that "resources in the

community will make sure this effort
is sustained" after the grant runs
Out.

In addition, "we're looking at dif-
ferent communities and ways to com-
municate this to other groups for
more widespread implementation,"
she added. I

Beyond utilization review,
the best solution isTAO.

Today; mental health and substance abuse cost containment is
as out-of-control as the problems themselves.

TAO offers the most comprehensive, professional, and
effective mental health and substance abuse utilization review

in the industry: But beyond that, we offer services customized to
meet your needs. Individual case management. Redesigned
benefits. Innovative treatment alternatives.

ASK {Is ABOaT PSYCHSELECTSM

SMService Marks ofTAO, Inc.

Start getting your mental health and substance abuse
utilization under control. With TAG For more information,
call 1-800-344-1255.

< TAO, Inc.Utilization management and quality assurance in
mental health and substance abuse offering services
to corporations and insurers.

1901 Market Street • Philadelphia, PA 19103



34 / Business Insurance, February 19, 1990

Spotlight report

Directory of utilization revi ew vendors
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Action Health Care inc.
301 E. Bethany Home Road, Suite
C-278, Phoenix, Ariz. 85012;
602-265-0681

Year founded: 1987.

Parent company: Cavco Indus-
tries.

Services provided: 90% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, on-site concurrent
treatment review, on-site large case
management, on-site psychiatric and
substance abuse case management;
10% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 11 total; seven professionals,
including five registered nurses, two
licensed practical nurses. One phys-
ician and 300 nurses on a retainer
basis.

Clients: 65 total clients; 64 em-
ployer clients; 81% with fewer than
500 employees, 12% with 500-999
employees, 6% with 1,000-2,499 em-
ployees, 1% with 2,500-4,999 employ-
ees.

Covered lives/reviewed admis-

sions: 42,000 employee benefit plan
lives; 700 workers compensation
lives.

Charges: Per employee, $1-$3; per
case, $75-$95 per hour; percent of
billed charges, 9%.

Principal officers: Ruth Smith,
president; David K. Stewart, execu-
tive vp.

ALTA Health Strategies Inc.
2610 Decker Lane, Salt Lake City,
Utah 84119; 801-973-7300

Year founded: 1960; began pro-
viding utilization review services in
1987.

Services provided: 1 1.3% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, discharge planning, retro-
spective review, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management, be-
havioral precertification and case
management, inpatient and outpa-
tient chiropractic care, podiatric pre-
certification, disability management,
quality assurance; 88.7% of gross
revenues from other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-

practic services, podiatric services.
Staff: 200 total; professionals in-

clude 170 registered nurses. 40 physi-
cians on a retainer basis.

Clients: 610 total clients, all em-
ployers; 60% with fewer than 500 em-
ployees, 16% with 500-999 employ-
ees, 6% with 1,000-2,499 employees,
10% with 2,500-4,999 employees, 8%
with more than 5,000 employees.

Covered lives/reviewed admis-

sions: 550,000 employee benefit plan
lives; 60,000 total admissions re-
viewed.

Branch offices: Calabasas and

Vietorville, Calif.; Pittsburgh.
1989 gross revenues: $110 million

total, $12.5 million from utilization
review services.

Principal officers: W Terry Nof-
singer, president/chief executive offi-
cer; Lane A. Summerhays, senior vp-
finance; Linda Gerbig, senior vp-
health care management.

Alternative Care

Management
Systems Inc.
3530 Snouffer Road, Columbus,
Ohio 43235; 614-761-0035

Year founded: 1985; began pro-
viding utilization review services in

1986.

Services provided: 100% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
lion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, outpatient psychiatric and
substance abuse services, case man-

agement; occasional retrospective re-
view, hospital bill audit, outpatient
service predetermination; other ser-
vices include skilled nursing facili-
ties, hospice care, home health care,
chiropractic care, prescription drugs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services.

Staff: 12 total; five professionals
who are registered nurses. 13 profes-
sionals on a retainer basis.

Clients: 29 total clients; 13 em-
ployer clients; 58.6% with fewer than
500 employees, 24% with 500-999

employees, 7% with 1,000-2,499 em-
ployees, 7% with 2,500-4,999 employ-
ees, 3.4% with more than 5,000 em-
ployees.

Covered lives/reviewed admis-

sions: 67,000 employee benefit plan
lives; 3,173 total admissions re-
viewed.

1989 gross revenues: $840,000
total, all from utilization review ser-
vices. ·

Charges: Per employee, per case,
per hour.

Principal officers: John O. Micha,
president.

American Health
Network Inc.

3988 N. Central Expressway,
Dallas, Texas 75204;
214-841-1000

Year founded: 1983.

Parent company: American Gen-
eral Group Services Corp.

Services provided: 4% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, case
management; occasional outpatient
service predetermination, outpatient
psychiatric and substance abuse ser-
vices; 71% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 25% of gross revenues from
providing other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services.

Staff: 55 total; all professionals,
including three physicians, 52 regis-

tered nurses.

Clients: 1,359 total clients; 428
employer clients; 60% with fewer
than 500 employees, 30 with 500-
999 employees, 6% with 1,000-2,499
employees, 3% with 2,500-4,999 em-
ployees, 1% with more than 5,000 em-
ployees.

Covered lives/reviewed admis-

sions: 372,093 employee benefit plan
lives; 82,926 total admissions re-
viewed.

Branch offices: Sacramento,
Calif.; Jacksonville, Fla.

1989 gross revenues: $7.3 million
total, $5.5 million from utilization
review services.

Principal officers: Howard L.
Korn, president/chief executive offi-
cer; Henry A. Arnold, senior vp/chief
marketing officer; Martin R. Kreis,
senior vp-managed care.

Continued on next page

WeHelpedPostPro
AFewGood Ide

Post Properties, Inc.'s success in developing apartment communities
comes from the extra value they put into them. Iike their signature
landscaping, and the more than five million flowers they planted
last year alone.

Post®wanted an insurance company with that same attitude
to cover their construction, landscaping and development
operations.

At Argonaut, we began by opening the lines of commun-
ication from the top down. Our AccountManager

made sure he was always available to help. One 10
person to call to find the answer to any question '

MPH

no matter how simple. Or complex.He showed top management how they In trenches, escapx udders
-1 .placed evay 25 feet help workers could reduce risks, and future premiums, Stan,Urd rules anget out more quickly.

by implementing their own company-wide all sites make it

easy for eve,yone
to follow them.



Guide to directory of UR vendors
The annual Business Insurance

directory of utilization review service provid-
ers lists companies that offer utilization re-
view directly to members of employer-spon-
sored group plans on behalf of the employer.

Business Insurance defines utilization re-

view as reviewing inpatient and/or outpatient
hospital care and services through programs
such as preadmission certification, concurrent
review, length of stay determination, dis-
charge planning, retrospective review and sec-
ond surgical opinions.

The listings begin with the company name
and address, followed by the year founded,
the year the company began offering utiliza-
tion review services (if different from the year
founded) and the parent company, if appli-
cable.

Under the services provided heading, the
percentage of 1989 gross revenues generated
from utilization review services to employers

is noted, followed by specific utilization re-
view programs the company provides.

Also listed is the percentage of 1989 reve-
nues generated from providing utilization re-
view services to insurers, PPOs, HMOs and
third-party administrators as well as the per-
centage generated from other services.

The types of services reviewed (including
group health services, dental services, chiro-
practic services, psychiatric and substance
abuse services and workers compensation/dis-
ability services) and information on staff fol-
low. Numbers of staff are provided in full-
time equivalents, except for those on retainer.

Number and size of clients serviced in 1989

follow. Number of employee benefit plan lives,
workers compensation lives and total admis-
sions reviewed in 1989 are given under the co-
vered lives/reviewed admissions heading.
Admissions reviewed may include inpatient,
outpatient and ambulatory service reviews.
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Locations of U.S. and foreign branch of-
fices and methods by which the company
charges for its services are provided.

Total 1989 gross revenues and revenues
generated from utilization review services are
included when provided by the company.

Names and titles of principal officers com-
plete the listings.

Companies were asked to complete and re-
turn a BI questionnaire to be included in the
directory. Each firm's listing is based on its
responses to that questionnaire. There are no
public documents available to allow BI to ver-
ify the information provided.

The directory is published as an editorial
service; there is no charge for companies to be
included. If you would like to be listed in
the 1991 directory of utilization review service
providers, please write Sara Harty, Editorial
Assistant, Business Insurance, 740 N. Rush

St., Chicago, Ill. 60611-2590.
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safety program. And made some suggestions about
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what it should include. And how to follow up on them. ,
Suggestions that included a safety Having.foremen and

supervisors take advanced

-    course for all workers and rst-aid counes results in
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han#Iatsbysuper- , ., excavation and machine maintenance pro-
viso,y tevel makes it \< cedures. And vehicle safety guidelines.much easierfbrworkers
tofindanswers to questions. The result was a 67% reduction in the number

of claims in one year Even while PostProperties continued to grow.
Adding extra value to our insurance products is a good idea

that works for agriculture, industry, and service companies, too. Call
Michael Crall, our President, at (415) 326-0900.

Hdll be glad to show you
how it can work for you. Argonaut

©1988 Argonaut
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American International

Health & Rehabilitation
Services Inc.

50 S. Clinton St., East Orange,
N.J. 07018; 201-414-2700

Year founded: 1986.

Parent company: American Inter-
national Group Inc.

Services provided: Utilization
review services offered to employers
include frequent discharge planning.
case management, provider bill
audit, durable and non-durable med-

ical equipment coordination. inde-
pendent medical evaluations: occa-
sional concurrent hospital treatment
review, retrospective review, second
surgical opinion, hospital bill audit,
outpatient service predetermination:
95.8% of gross revenues from provid-
ing utilization review services to in-
surance companies, HMOs, PPOs or
TPAs; 4.2% of gross revenues from
providing other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability, pharmaceutical ser-
vices.

Staff: 359 total; including one
physician, 167 registered nurses. 53
professionals on a retainer basis.

Clients: One employer client with
more than 5,000 employees.

Covered lives/reviewed admis-

sions: 30,000 employee benefit plan
lives; 7,211 workers compensation
lives.

1989 gross revenues: More than
$20 million total.

Charges: Per case.
Principal officers: Ralph L. Rous-

seau, chief operating officer.

American

PsychManagement Inc.
1560 Wilson Blvd., Suite 1000,
Arlington, Va. 22209;
703-528-2255

Year founded: 1983.

Parent company: Value Health
Inc.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
outpatient psychiatric and substance
abuse services; occasional discharge
planning, retrospective review, out-
patient service predetermination,
case management; 50% of gross reve-
nues from providing utilization re-
view services to insurance com-

panies, HMOs, PPOs or TPAs.
Services reviewed: Psychiatric

and substance abuse services.

Staff: 120 total.

Clients: 38 total clients; 30 em-
ployer clients; 3% 2,500-4,999 em-
ployees, 97% with more than 5,000
employees.

Covered lives/reviewed admis-

sions: 1.1 million employee benefit
plan lives; 7.586 workers compensa-
tion lives.

1989 gross revenues: $10.3 mil-
lion total.

Charges: Per employee, per case.
Principal officers: Kenneth A.

Kessler, chairman; Saul Honigstein,
president/chief executive officer; Ro-
bert A. Patricelli, president-Value
Health Inc.

Associated Medical Review
Services Inc.

2821 Richland Ave., Metairie, La.
70002; 800-366-2475

Year founded: 1985.

Services provided: 92% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, case manage-
ment; occasional retrospective re-
view, second surgical opinion, hospi-
tal bill audit; 5% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 3% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability.

Staff: Five professionals; four pro-
fessionals on a retainer basis.

Clients: 158 total clients; 10% with

fewer than 500 employees, 75% with
Continued on nezt page
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INSURANCE FOR
BANK AUTOMOBILE
LEASING

Allied with major carriers, we have extensive 0--

experience with this difficult-to-place insurance.
We make it easier for you with a quality bank auto LA_j
leasing insurance program that provides broader
coverages at substantial savings. -t

0 Lessors Excess Liabiiity
0

0 Lessors Contingent Liability
0 Lessors Contingent Physical Damage

• Interim Car Coverages • Residual Value Insurance
We invite your inquiry and your business.

Write or call Ron Ruane.

pRI
PAIGE-RUANE, INC.
Suite 616-The Woods

P.O. Box 6745 • Wayne, PA 19087

(215) 254-9890 • FAX'# (215) 254-9893

4,11

Physical Damage by

*10¢on Insurance

The Insufance People (rorn

General Motors

Continued from previous page
500-999 employees, 10% with 1,000-
2,499 employees, 3% with 2,500-4,999
employees, 2% with more than 5,000
employees.

Covered lives/reviewed admis-

sions: 137,500 employee benefit plan
lives; 6,000 workers compensation
lives; 68,000 total admissions re-
viewed.

Charges: Per employee, 90 cents-
$2.25; per case, $35-$220.

Principal officers: Katherine Bel-
chic, president; Vincent J. Varisco,
vp; Pamela Chauff, treasurer; A.J.
Blanchat, secretary.

Associates for Health
Care Inc.

150 N. Sunnyslope Road,
Brookfield, Wis. 53005;
414-784-9007; 800-952-8661

Year founded: 1984.

Services provided: 45% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, discharge planning, retro-

tgrisco, a company of The Dun & Bradstreet
Corporation, has been providing innovative
benefit administration systems and services
for over twenty years.

By maintaining our focus on the needs of the
benefits marketplace, we have become an
industry leader.

No one has more experience than Erisco in
defined contribution recordkeeping, group
life and health administration, utilization
review, claims processing and health care
information services.

That's why major companies depend on
Erisco, In fact, one in five of the nation's
leading corporations has turned to us. And as
customers they continue to look to Erisco for
additional systems and services.

0

spective review, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management,
post-discharge review; 5% of gross
revenues from providing utilization
review services to insurance com-

panies, HMOs, PPOs or TPAs; 50% of
gross revenues from providing other
services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services.

Staff: 25 total; 10 professionals,
including nine registered nurses, one
licensed practical nurse. One phys-
ician on a retainer basis.

Clients: 280 total clients; 35 em-
ployer clients; 94% with fewer than
500 employees, 2% with 500-999 em-
ployees, 3% with 1,000-2,499 employ-
ees, 1% with 2,500-4,999 employees.

Covered lives/reviewed admis-

sions: 150,000 employee benefit plan
lives.

Charges: Per employee, $1.80-$2;
per case for bill audits, $50.

Principal officers: Richard L.
Bloomquist, president; Judy Grimes,

The point is, we develop long-term business
relationships by providing solutions and
ongoing planning in partnership with our
customers. We also develop people Experienced
professionals who know the business. After all,
our customers' success is our top priority.

For more information, call or write:
Erisco, 1700 Broadway, New York, N.Y.
10019-5905; (212) 765-8500.

Because when it comes to serving our
customers, there is no limit.

Ti:-110
nn acompanyof
I TheDun&Bradstreetcorporation

vp; Robert T. Zimmermann, director-
marketing.

Assn. for Organizational &
Human Development
7346 N. Monticello, Skokie, Ill.
60076; 708-679-2575

Year founded: 1986; began pro-
viding utilization review services in
1987.

Services provided: Utilization
review services offered to employers
include frequent preadmission certi-
fication, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning,
retrospective review, outpatient ser-
vice predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management; occasional
hospital bill audit, large case review
management; 95% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs, 5% of gross
revenues from providing other ser-
vices.

Services reviewed: Psychiatric
and substance abuse services.

Staff: Two total; both profes-
sionals, including one physician, one
psycholgist. Eight physicians, two
nurses on a retainer basis.

Clients: Three total clients.

Covered lives/reviewed admis-

sions: 1,500 total admissions re-
viewed.

Principal officers: Dr. Ronald L.
Kirschner, president.

Assured Health

Systems Inc.
20 Mall Road, Suite 130
Burlington, Mass. 01803;
617-273-9966

Year founded: Reorganized in
1989; began providing utilization re-
view services in 1987.

Services provided: 8% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, hospital bill audit, outpatient
service predetermination, outpatient
psychiatric and substance abuse ser-
vices, case.management, employee
assistance programs; 1 7% of gross
revenues from providing utilization
review services to insurance com-

panies, HMOs, PPOs or TPAs; 75%
of gross revenues from providing
other services.

Services reviewed: Psychiatric
and substance abuse services, work-

ers compensation/disability.
Staff: 45 total; professionals in-

clude one physician, seven registered
nurses. Also, 37 EAP professionals on
staff, 310 on a retainer basis.

Clients: 218 total clients; 212 em-
ployer clients; 5% with fewer than
500 employees, 25% with 500-999
employees, 30% with 1,000-2,499 em-
ployees, 30% with 2,500-4,999 em-
ployees, 10% with more than 5,000
ernployees.

Covered Iives/reviewed admis-

sions: 400,000 employee benefit plan
lives; 20,000 workers compensation
lives; approximately 6,000 total ad-
missions reviewed.

Branch offices: Chicago; Boston;
New York; Washington D.C.; At-
lanta; Denver; Dallas; Los Angeles;
San Francisco; Cleveland and
Springfield, Ohio.

1989 gross revenues: $7 million
total; $1.75 million from utilization
review services.

Charges: Per employee per month,
$1-$8; per case, $100 to $2,000; flat
annual fee, $6,000-$60,000; per em-
ployee per year for employee assis-
tance programs, $24-$60.

Principal officers: Dr. Ronald
Geraty, president; David Zarchan,
senior vp; Keith Dixon, vp-market-
ing; Dr. Peter Panzarino, medical
director.

August International Corp.
1 City Blvd. W., Suite 1000,
Orange, Calif. 92668;
714-938-2600

Year founded: 1985.

Services provided: 35% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-

i view, second surgical opinion, hospi-

 tal bill audit, outpatient service pre-Continued on next page
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determination, outpatient psychiatric
and substance abuse services, case

management, data reporting and
analysis, employee education; 6% of
gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs;
59% of gross revenues from providing
other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 250 total; professionals in-
clude three physicians, 32 registered
nurses, two licensed practical nurses.
60 physicians on a retainer basis.

Clients: 44 total clients; 42 em-
ployer clients; 10% with fewer than
500 employees, 30% with 500-999
employees, 25% with 1,000-2,499 em-
ployees, 20% with 2,500-4,999 em-
ployees, 15% with more than 5,000
employees.

Covered lives/reviewed admis-
sions: 166,000 employee benefit plan
lives; 1.5 million workers compensa-
tion lives; 35,713 total admissions re-
viewed.

Branch offices: Olympia, Wash.;
Dallas.

Charges: Per employee, per case;
2%-3% of total bill for bill audits.

Principal officers: Michael Lewis,
president; Dr. William Thompson,
national medical director; Nancy
Casey, vp-managed care; Charles
Cressman, vp-sales.

AXIOM Review Inc.

33 Bleeker St., Millburn, N.J.
07041; 201-379-6300

Year founded: 1975.

Services provided: 15% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
retrospective review, HMO evalua-
tion; occasional discharge planning,
second surgical opinion, hospital bill
audit, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement; 85% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 92 total; 81 professionals,
including three physicians, 50 regis-
tered nurses, three licensed practical
nurses, 25 medical records techni-
cians. 111 physicians, five nurses on a
retainer basis.

Clients: 36 total clients; 12 em-
ployer clients; 40% with fewer than
500 employees, 60% with 500-999
employees.

Covered lives/reviewed admis-

sions: 310,656 total admissions re-
viewed.

1989 gross revenues: $5.7 million
total.

Charges: Per employee per month,
$1.50-$6.50; per case, $4.50-$26.

Principal officers: Dennis J.
Duffy, president/chief executive offi-
cer; Robert Jones, Margaretta
Nemets, Erwin Weiland and Nicole
Selenko, vps; Dr. Edgar V. Santoro,
chairman; Dr. Gilbert Melnick, vice
chairman; Dr. Thomas J. Connolly,
secretary/treasurer.

B

Beech Street Inc.

2 Ada, Suite 200, Irvine, Calif.
92718; 714-727-1353
Year founded: 1951; began pro-

viding utilization review services in
1982.

Services provided: Utilization
review services offered to employers
include frequent preadmission certi-
fication, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning, second
surgical opinion, hospital bill audit,
outpatient service predetermination,
outpatient psychiatric and substance
abuse services, case management; oc-
casional retrospective review.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 43 total; 32 professionals,
including two physicians, 26 regis-
tered nurses. Four physicians on a re-
tainer basis.

Clients: 293 total clients; 50% with
fewer than 500 employees, 10% with
500-999 employees, 20% with 1,000-
2,499 employees, 10% with 2,500-

4,999 employees, 10% with more than
5,000 employees.

Covered lives/reviewed admis-

sions: 859,834 employee benefit plan
lives; 940,166 workers compensation
lives; 27,386 total admissions re-
viewed.

Branch offices: Houston.

Charges: Per employee, 95 cents-
$1.50; per case, $80-$150.

Principal officers: Ronald Ooley,
president/chief executive officer;
Larry J. Pyles, chief operating offi-
cer; John K. Mills, senior vp.

Behavioral Health

Group Inc.
2693 Union Ave. Extended, Suite
101, Memphis, Tenn. 38122;
901-327-4664

Year founded: 1987; began pro-

viding utilization review services in
1988.

Services provided: Utilization
review services offered to employers
include frequent preadmission certi-
fication, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning,
retrospective review, case manage-
ment; occasional outpatient service
predetermination, outpatient psychi-
atric and substance abuse services;
92% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs, TPAs
or government-funded insurance
programs; 8% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.
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Staff: Eight total; six profes-
sionals, including two physicians,
three registered nurses, one licensed
practical nurse. One physician and
one nurse on a retainer basis.

Clients: Five total clients; one em-
ployer client with 1,000-2,499 em-
ployees.

Covered lives/reviewed admis-

sions: 250,000 employee benefit plan
lives; 2,650 total admissions re-
viewed.

1989 gross revenues: $414,425
total; $380,410 from providing utili-
zation review services.

Charges: Per case, $295-$350.
Principal officers: Jim Rout,

president; Debbie Bateman, control-
ler.

MANAGEDNOVATORS
PSYCHIATRIC CME MANAGEMENT

" TATe approach psychiatric and chemical
V V dependency case management di#erently

than 'psych only' UR specialty firms. Our
medical approach is the better way... the most '
therapeutically beneficial, the safest for the
patient, and ultimately the most cost-effective:'

-LAWRENCE W OSBORN, M.D., M.RH.
Sr. Psychiatric Reviewer
Peer Review Analysis, Inc.

Our medical approach is innovative. It features the most
physician intensive multi-specialty psychiatric case
management program available. Psychiatric specialists
work as a team with our psychiatric nurse managers.
Other M.D. specialists offer immediate consultation
on medical co-morbidities and alternative care

plans. Consider these benefits:

0 A dedicated mental health unit that

provides even more specialization
than "psych only" UR firms

D 'Iblephonic or on-site case
management of both outpatient and
inpatient psychiatric, chemical
dependency, and eating disorder

treatment facilities and programs

[] Flexibility to tailor one-of-a-kind
programs to employers' needs

0 Effective integration with corporate
Employee Assistance Programs

For a psychiatric/chemical dependency
case management program that is both
physician-intensive and tailored to your
individual needs, call us. Or write for

our booklet, PRA Innovation In Action:

Psychiatric Case Management.

Peer RevielD
Analysis, Inc.
Cost-effective strategies
for quality healthcare.

380 Pleasant Street, Malden, MA 0 -
(617) 322-6400

© 1990. Peer Review Analysis, Inc.

5
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Blue Cross & Blue Shield

of Georgia Inc.
2357 Warm Springs Road,
Columbus, Ga. 31908;
404-571-5731

Year founded: 1947; began pro-
viding utilization review services in
1982.

Parent company: Blue Cross &
Blue Shield Assn.

Services provided: Gross reve-
nues from utilization review services

offered to employers include frequent
preadmission certification, concur-
rent hospital treatment review,
length of stay determination, dis-
charge planning, second surgical
opinion, case management; occa-

Continued on next page
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sional retrospective review, hospital
bill audit, outpatient service prede-
termination, outpatient psychiatric
and substance abuse services; other
services include inpatient psychiatric
services, inpatient and outpatient re-
views.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services.

Staff: 1,531 total; professionals in-
elude four physicians, 90 registered
nurses, 10 licensed practical nurses,
six medical records technicians.

Clients: 5,000 total clients.
Covered lives/reviewed admis-

sions: 500,000 employee benefit plan
lives; 38,575 total admissions re-
viewed.

Branch offices: Atlanta.

1989 gross revenues: $675.8 mil-
lion total.

Charges: Per employee, 95 cents-
$1.50; per case for case management,
$55-$75

Principal officers: Tom Kinser,
chief executive officer; Jerry Juneau,

senior executive vp; Bill Normark,

executive vp.

Blue Cross & Blue Shield
United of Wisconsin/

The Advantage Program
401 W. Michigan St., Milwaukee,
Wis. 53201; 414-226-9915

Year founded: 1986.

Services provided: Gross reve-
nues from utilization review services

offered to employers include frequent
preadmission certification, concur-
rent hospital treatment review,
length of stay determination, dis-
charge planning, second surgical
opinion, case management; occa-
sional retrospective review, outpa-
tient psychiatric and substance abuse
services; other services include home
health care pre-authorization.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 26 total; 23 professionals,
including one physician, 22 regis-
tered nurses. Three physicians on a
retainer basis.

Clients: 280 total clients: all em-

ployer clients; 89% with fewer than
500 employees; 5% with 500-999 em-
ployees, 4% with 1000-2,499,1% with
2,500-4,999 employees, 1% with more
than 5,000 employees.

Covered lives/reviewed admis-

sions: 209,520 employee benefit plan
lives; 12,384 total admissions re-
viewed.

Charges: Per employee per month,
$1.50; per case, $87; per review, $28.

Principal officers: Thomas Hefty,
president/chief executive officer;
Thomas Gazzana, vp-health manage-
ment.

Business Health Services
7311 Greenhaven Drive, Suite 170,
Sacramento, Calif. 95831 ;
916-391-4155

Year founded: 1985; began pro-
viding utilization review services in
1987.

Services provided: Services of-
fered to employers include frequent
preadmission certification, concur-
rent hospital treatment review,
length of stay determination, dis-
charge planning, second surgical

Tough on costs
How do you cut soaring health care costs
down to size?

At Crawford & Company, we put every
non-emergency hospital admission through
a swift, effective utilization review before
it happens. We slice away unnecessary
surgical procedures .  eliminate costly
inpatient admissions when outpatient pro-
cedures can be substituted and delete

extra time spent in the hospital.
And our utilization review is just the start.

Ib fill the needs of our diverse clientele,
we've developed a variety of specialized
cost-cutting services like Large Case
Management, psychiatric review, and
substance/chemical dependency programs.

And we have a sophisticated Data Man-
agement System to track your results, so
you know just how much you're saving.

Crawford & Company programs have a
proven, reliable record of paying for them-
selves many times over. How many times?
Give us a call, and we'll be happy to discuss
specifics or set up an appointment.

Call Crawford & Company today.
Because it's time to give unnecessary health
care costs the axe.

1-800-241-2541

Ask for Jeff Aycock

Crawhird
CRAWFORD 8 COMPANY

HEALTH MANAGEMENT SERVICES

opinion, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services; occasional
retrospective review, case manage-
ment; 80% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 20% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability.

Staff: Seven total; all profes-
sionals, including one physician, six
registered nurses. 23 physicians hired
on a retainer basis.

Clients: 10 total clients.

Covered lives/reviewed admis-

sions: 65,000 employee benefit plan
lives; 10,000 workers compensation
lives; 4,000 total admissions re-
viewed.

Charges: Per employer, 75 cents-
$1.85.

Principal officers: E. Scott Ro-
senbloom, president/medical direc-
tor.

CMG Health

25 Crossroads Drive, Suite 140,
Owings Mills, Md. 21117;
301-581-5000

Year founded: 1986, began pro-
viding utilization review services in
1987.

Services provided: Services of-
fered to employers include frequent
preadmission certification, concur-
rent hospital treatment review,
length of stay determination, dis-
charge planning, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services,
case management; occasional retro-
spective review, hospital bill audit;
100% of gross revenues from provid-
ing utilization review services to in-
surance companies, HMOs, PPOs or
TPAs.

Services reviewed: Psychiatric
and substance abuse services.

C

Staff: 60 total.
Covered lives/reviewed admis-

sions: 350,000 employee benefit plan
lives.

Branch offices: Kansas City, Mo.;
Des Moines, Iowa.

Principal officers: Alan J. Shus-
terman, president; Dr. Ronald Cann,
vp-medical affairs; Dr. Douglas Kay,
vp-quality assurance; Lisa R. Shus-
terman, vp-clinical affairs; Diana
Woltereck, vp-operations; Charles
Rhode, vp-marketing.

California Psychological
Health Plan

3600 Wilshire Blvd., Suite 900, Los
Angeles, Calif. 90010;
800-331-3016; 213-381-6285

Year founded: 1974.

Services provided: 18% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, outpatient psy-
chiatrie and substance abuse ser-

vices, case management; occasional
retrospective review; 2% of gross rev-
enues from providing utilization re-
view services to insurance com-

panies, HMOs, PPOs or TPAs; 80%
of gross revenues from providing
other services.

Services reviewed: Psychiatric
and substance abuse services.

Staff: 23 total; two professionals.
20 professionals on a retainer basis.

Clients: 31 total clients; 30 em-
ployer clients; 35% with fewer than
500 employees, 10% with 500-999
ernployees, 15% with 1,000-2,499 em-
ployees, 25% with 2,500-4,999 em-
ployees, 15% with more than 5,000
employees.

Covered lives/reviewed admis-
sions: 235,000 employee benefit plan
lives; 24,000 total admissions re-
viewed.

1989 gross revenues: Approxi-
mately $5 million total, $900,000
from utilization review services.

Charges: Per employee, 75 cents-
$2.25.

Continued on neirt page

The Standard
of Excellence in

Employee Benefits

Managing benefit resources has become a tremendous
responsibility and many employers are looking for CEBS
graduates for their benefit departments. Why? Because
CEBS is the standard of excellence in the benefits field.

Certified Employee Benefit Specialist (CEBS) is awarded
to individuals who successfully complete a series of ten

college level courses and examinations covering the
design and operation of employee benefit plans. The

program is cosponsored by the International Foundation
of Employee Benefit Plans and the Wharton School of the

University of Pennsylvania.

For more information, contact the CEBS Department at
the International Foundation headquaners.

CEBS

Certified Employee Benefit Specialist
Post Omce Box 69, Brookaeld, WI 53008-0069, (414) 786-6700

-
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Principal officers: Dr. Diana

Seeb, chief operating officer; Robert
L. Belichick, director-markezing.

CAPP Care Inc.
17390 Brookhurst, Suite 280,
Fountain Valley, Calif. 92708;
714-963-8065

Year founded: 1982; began pro-
viding utilization review services in
1984.

Services provided: 11% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, outpatient ser-
vice predetermination; occasional
retrospective review, second surgical
opinion, outpatient psychiatric and
substance abuse services, case man-
agement; 83% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 6% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 150 total; professionals in-
clude five physicians, 34 registered
nurses, one licensed practical nurses,
21 medical processors. Eight physic-
ians on a retainer basis.

Clients: 45 total clients; 17 em-
ployer clients; 10% with fewer than
500 employees, 20% with 500-999
employees, 20% with 1,000-2,499 em-
ployees, 30% with 2,500-4,999 em-
ployees, 20% with more than 5,000
ennployees.

Covered lives/reviewed admis-

sions: 775,810 employee benefit plan
lives; 92,921 total admissions re-
viewed.

Charges: Per employee, $1.30-
$1.85.

Principal officers: E. Zalta,
chairman/chief executive officer;
M.El Henry, president/chief operat-
ing officer.

CareAmerica Inc.
301 E. Main St., Suite 114,
Barrington, m. 60010;
708-382-7470

Year founded: 1984.
Services provided: 100% of gross

revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, outpatient service predeter-
mination, inpatient psychiatric and
substance abuse services, case man-
agement.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 12 total.
Clients: 1% with fewer than 500

employees, 4% with 500-999 employ-
ees, 10% with 1,000-2,499 employees,
30% with 2,500-4,999 employees, 55%
with more than 5,000 employees.

Covered lives/reviewed admis-

sions: 150,000 employee benefit plan
lives; 9,000 total admissions re-
viewed.

Charges: Per employee; per case;
flat annual fee.

Principal officers: F. Jerome Co-
quillard, president.

CarreFour

2301 Main St., Kansas City, Mo.
64141; 816-395-3106

Year founded: 1986; began pro-
viding utilization review services in
1987.

Parent company: Blue Cross &
Blue Shield of Kansas City.

Services provided: 15% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination.
discharge planning, retrospective re-
view, hospital bill audit, case man-
agement; occasional second surgical
opinion, outpatient service predeter-
mination; 80% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 5% of gross revenues from
providing other services.

Services reviewed: Group health
services.

Staff: 10 professionals, including
eight registered nurses, two medical
records technicians. One physician
on a retainer basis.

Clients: 32 total clients, 27 em-
ployer clients.

Covered lives/reviewed admis-
sions: 200,000 employee benefit plan
lives; 1,067 total admissions re-
viewed.

Charges: Per employee; per case;
by the hour, $75.

Principal officers: Gail Shafton,
president.

Coast Medical Review Inc.
12235 Beach Blvd., Suite 9,
Stanton, Calif. 90680;
714-895-3044

Year founded: 1981.
Services provided: 80% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
retrospective review, hospital bill
audit; occasional discharge planning,
second surgical opinion, outpatient
service predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management; 10% of gross
revenues from providing utilization
review services to insurance' com-
panies, HMOs, PPOs or TPAs; 10%
of gross revenues from providing
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 10 total; professionals in-
clude one physician, one registered
nurse, two medical records techni-
cians. 88 physicians, 28 nurses on a
retainer basis.

Clients: 98 total clients; 82 em-
ployer clients; 8% with fewer than
500 employees, 8% with 500-999 em-
ployees, 28% with 1,000-2,499 em-
ployees, 33% with 2,500-4,999 em-
ployees, 23% with more than 5,000
ernployees.

Covered lives/reviewed admis-
sions: 40,000 employee benefit plan
lives; 460 total admissions reviewed.

Branch offices: Stockton, Calif.;
Dallas; Tempe, Ariz.; Inverness, Fla.;
New York.

Charges: Per employee, $1.50-$3;
per case, 20%-25% of savings; per
hour for case management, $200 and
25% of savings; bill audits, $20.

Principal officers: Larry Gallant,
president.

CoMed Management Inc.
525 Metro Place N., Suite 300,
Dublin, Ohio 43017; 614-766-0061

Year founded: 1987.
Parent company: New York Life

Insurance Co.

Services provided: 20% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment

- review, length of stay determination.
discharge planning, retrospective re-
view, second surgical opinion, outpa-
tient psychiatric and substance abuse
services, case management; occa-
sional outpatient service predeter-
mination; 60% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 20% of gross revenues from
providing Other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, long-term care, dis-
ability.

Staff: 75 total; 30 professionals,
including one physician, 29 regis-
tered nurses. One physician, two
nurses, 43 consultants on a retainer
basis.

Clients: 50 total clients; 46 em-
ployer clients; 68% with fewer than
500 employees, 13% with 500-999
employees, 8% with 1,000-2,499 em-
ployees, 6% with 2,500-4,999 employ-
ees, 5% with more than 5,000 employ-
ees.

Covered lives/reviewed admis-

sions: 820,000 employee benefit plan
lives; 36,000 total admissions re-
viewed.

Principal officers: Janice Spil-
lane, president/chief operating offi-
cer; Edward G. Wendt Jr., chief exec-
utive officer; Diane Schrimpf,
vp-operations; Krista Ball, vp-health
care management services.

Comprehensive
Managed Care

4130 Salisbury Road, Suite 1250,
Jacksonville, Fla. 32216;
904-281-0529; 800-262-0529

Year founded: 1989.

Services provided: 50% of gross
Continued on page 46

Cost Management from HEC.
Health Economics Corporation (HEC) can help reduce your annual

healthcare costs--not through drastic plan design changes--
but through better management of your existing plan.

Healthcare cost management from HEC.
Turning mformation mto action.

Dallas

(214) 905-4400

HEALTH

ZE CORPORATION
ECONOMICS

A HALUBURTON Company

•Analytical Services •Utilization Management •Claims Administration

Tampa
(813) 968-2823

•Managed Care Plans

Uncompromising
on care.
High-quality care. Employees expect it . .
and with Crawford & Company, they get it.

Based on a sophisticated telecom-
munications system, our utilization review
process is quick and paper-free. Every
procedure is reviewed individually within
24 hours by one of our skilled registered-
nurse reviewers. They're linked by computers
to all our records, and tied directly into a
toll-free phone number. So your employees
can call with questions or concerns, and get
immediate reassurance.

For more difficult or sensitive matters, we
call upon our Medical Director or our broad
range of consulting physician specialists...

all to ensure diagnosis and treatment that's
in the patient's very best interests. We protect
your employees' health with compassion and
sensitivity.

Call Crawford & Company today.
Because when it comes to quality care,
there's no room for compromise.

1-800-241-2541

Ask for Jeff Aycock

Crawford
CRAWFORD 8 COMPANY

HEAUH MANAGEMENT SERVICES
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HaveYou GotThe RightAnswers
To Al, Of Todars Benefits Questions?
Corroon & Black knows that designing an
effective Benefits and Compensation program
covering everything from compensation,
health, life, and disability to retirement. is more
than any single expert can deal with.

And in the struggle to recruit and retain
the best and brightest work force, Benefits and
Compensation must be viewed as a vital part
of your company's strategic planning.

Which is why Corroon & Black's approach
has proven so valuable to so many companies.

Working as a team, using the most sophis-
ticated analytical tools in the business, we provide
you with a comprehensive overview of your

benefits and compensation programs.
The recommendations we provide result

in the best possible programs at the most
advantageous cost.

This approach helps you integrate your
programs into your immediate and long-term
strategic plan.

Corroon & Black.

You've got the problem. We've got the answers.

C CORROON & BLACK
For a free brochure or more information

please call Tom Ucko (800) 242-2495

Corroon & Black Corporation, Wall Street Plaza, New York, NY 10005 and 100 offices nationwide.
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Managed care nemesis
By Edward Zalta Admissions down, admission than referrals or approval of ambulatory

resources, but even here he or she lacks the practice

DURING THE PAST DECADE, several methods guidelines and automation so necessary in today's
have evolved to expand health care

management services in an attempt to control the but doctor use up UR arena

The gatekeeper concept puts many in a no-win
increases in the volume and intensity of physician position Some patients are upset because they "lose
services inherent cost of office visits is added, the their doctor " Specialists may be upset because of

Managed care programs have reduced admissions savings-to-cost ratio would be a ridiculous 1-to-4 the loss of patients and the poor health of patients
to hospitals and days of care per 1,000 lives And I,0 Denials of requests for percertification of sent to them And gatekeepers become upset when
many managed care organizations report frequency ambulatory services would be few, as physicians they, too, suffer economic constraints, the pressures
reductions of 20% to 40% in their admission rates cannot always lustify the ordering of any diagnostic of this economic balancing act and the hostility of
when compared to the non-managed care sector test or procedure based on the unknown or the secondary providers
Avoidance of unnecessary hospitalizations, potential for any given symptom or symptom Attempts to pierce the corporate shield by
channeling to ambulatory surgery centers, reduction complex malpractice plaintiffs' attorneys has occurred in the
of medically unnecessary stays and a greater 7 Physician resistance to tms very obtrusive gatekeeper model Now the "deep pocket" of the
responsiveness on the part of the physician review will be counterproductive to other, more employer, payer or UR firm is under attack with
community are primarily responsible for these reasonable and cost-effective reviews allegations that the "at risk" provisions restricted
reductions )00 Liability for the employer/payer and the UR the ordering or performing of needed medical

However, while many of these lowered admission firm in the case of denials would be increased as the services Court decisions or congressional and state
rates have led to cost savings in an inpatient care courts could perceive this as interference in the statutes could end all gatekeeper programs since the
setting, increases in the physician service practice of medicine A plaintiffs' attorney would disclosure requirements that may be required by
component of the health care dollar have continued have little difficulty in getting a parade of "experts" these bodies, when and if imposed, will have a
an upward spiral Often, inpatient savings have to testify that had the patient had the ECG or MRI, chilling effect on public enrollment in such plans
been completely offset by increases in the physician the subsequent condition could have been prevented As with precertification of ambulatory services,
services sector or ameliorated few mechanisms exist other than placing the

The challenge now facing all utilization 3,0 The noise level in the claims offices will physician at risk in the gatekeeper model to control
management firms is inventing the best and most increase in direct proportion to the number of the volume of physician services, and no
cost-effective method of managing the physician ambulatory services selected for precertification mechanisms exists to control the intensity
cost escalation without interfering in the practice of + The erroneous assumption is made that the • Risk sharing.

medicine or adversely impacting quality The task iS attending physician will in most instances have By making providers financially responsible for
made even more difficult when one considers that decided on a working diagnosis excess costs and eligible to share in any profits,
the most often cited reason for excessive testing is Precertification of ambulatory services at best can payers hoped that providers would become more
defensive medicine address only a few of the problems of volume and cost-effective by becoming their own gatekeeper

This cost escalation is defined as the increase in none of the problems of intensity Providers, in turn, hoped to gain a significant piece

volume providing more services than appropriate • Gatekeeper/primary care physician. of the premiums Both payers and providers were
for the patient's presenting symptoms or diagnosis This method has several variations depending on wrong because, unfortunately, the profession as a
and an increase in the level of services as defined by the responsibilities assigned to the gatekeeper whole has failed this test

the Current Procedural Terminology Examples of Some plans limit the responsibilities to Many in the profession seem to have adopted a

volume increases are increased frequency of visits, precertification of inpatient care Others expand the "get mine while the getting is good" philosophy,
increased use of diagnostic modalities such as duties of the primary care physician to include thus ensuring losses and not profits for the majority
X-rays, laboratory tests, electrocardiograms authorization of referrals and diagnostic testing The disadvantages cited in the gatekeeper method
(ECGs), holter monitors (which are portable Another variant is to impose risk sharing or when the responsibilities are expanded to include

electrocardiogram monitors), and excessive capitation The basic assumption is that the risk sharing are as valid here as the criticism that
prescribing of modalities such as physical therapy gatekeeper is capable of controlling access to risk sharing does little to control the intensity of
modalities medical resources, facilities and consultants services

Examples of intensity increases are misuse of Certainly the primary care physician is in the best • Pre-claims review for appropriateness.

new patient codes for an illness or different place of position to know the family and social situation, as In this approach, ambulatory service codes are
service, redefining routine office visits as well as the total health, of the individual On the matched against diagnostic-specific tables to

comprehensive or extended, and redefining referrals other hand, the training of the primary care determine appropriateness Considerable agreement
as consultations physician, whether a family practitioner or can be reached as to what is or isn't appropriate for

The methods presently employed to curb these internist, is often not sophisticated enough to be of the more common diagnoses If the diagnosis is a
increases in physician services can best be described help when the consulting physician is involved in fractured rib, then the charge for an MRI is

as evaluation and management A peer group specialist inappropriate But is it? Every physician can cite
• Precertification of ambulatory services. will often be the only one able to accurately examples where the ordering of a particular

While many utilization review firms provide for evaluate the recommendations that are given by the ambulatory service was not only appropriate but
the precertification of inpatient care and outpatient specialist necessary to prevent a non-meritorious malpractice

surgenes, some have offered to include diagnostic In a fee-for-service setting the primary care claim

testing such as ECGs and magnetic resonance physician may be totally inappropriate because In addition to the above, there are other

imaging (MRI), or even for a series of encounters there is little or no incentive to save the payer any drawbacks to reviewing individual claims for
that may exceed a certain dollar figure Should the funds Conversely, if the primary care physician is appropriateness of ambulatory services

attending physician conclude that such a diagnostic capitated or otherwise placed at risk, the patient 1 Presumption is made that the physician knows
test or procedure is medically mdicated, the patient becomes concerned that the physician will withhold the diagnosis That's not necessarily true
is responsible for initiating precertification before necessary tests or services because the costs of such Physicians order diagnostic tests based on what
the service is performed or risk incurring a financial services directly or indirectly come out of the they don't know and then test to validate their

penalty physician's pocket The potential for denial of presumptive diagnoses, as well as for defensive

Extending utilization review to ambulatory needed tests or evaluations is inherent when the medical purposes

services-exclusive of ambulatory surgery-cannot economic interests of the physician becomes 1,0 Presumption is made that the diagnoses were

control the upward spiral in the volume and predominant coded correctly or that co-morbidity, if present, was

intensity of physician services for several reasons The primary care physician has the least amount also coded Again, that's not necessarily true
00 The cost of providing the review will often of training to be an effective liability-proof Physicians and their office personnel have had

exceed contemplated savings As an example, an gatekeeper Although well-versed in the broad range limited experience and no expertise with the coding
unrealistic reduction of 50% in the frequency of of primary care disciplines, superficial knowledge of of medical conditions
ECGs during 1989 for one major employer would many medical areas and little knowledge of Additionally, most payer systems do not capture

have saved $360,000 (there were 16,000 ECGs at an community resources make them 111-equipped to complete or multiple codes for medical conditions

average cost of $45 each) The cost of administering deal with the specific in-depth problems that afflict even if they were correctly encoded by physician
such a program, though, could exceed $1 million their patients The internist is more equipped to office personnel

(16,000 precertifications at approximately $65 handle the medical problems but less well-equipped 1 The noise level m the claims office and the

eacn), for a savings-to-cost ratio of 1-to-2 8 Stated to handle surgical situations, gynecological or reverberations from providers when they are

differently, it would have cost the employer $2 80 neurological problems wrongfully accused of ordering inappropriate

for every dollar saved for ECGs in 1989 if a The primary care physician is perhaps better testing will significantly increase Such allegations

4. reduction of 50% were achieved by review When the equipped to handle percertification for inpatient Continued on next page
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Canadian system not a panacea
By Rebecca S. Fahriander

Speaking out Quality and access problems are also
represented by lower levels of research

IS THE U S health care systenn and technology Compared to the
really in need of fundamental must be addressed provide the most cost-effective United States, for example, Canada

changes, as reported by a majority of Many recent discussions on how to treatment The system also has been has one-sixth the number of

respondents to a recent Harris survey? resolve the problems of uninsured characterized by higher levels of lithotriptors per capita Lithotriptors
And 15 a Canadian-style health care individuals have focused on Canada's inpatient treatment than m the United use shock waves to break up small
system, which recently has been so national health system The Canadian States In Ontario, for example, the stones, such as kidney stones
widely touted, really the answer to system has been promulgated by Ontario Health Insurance Plan's Canada's health care system has
U S health care problems? I contend various groups as a model for the expenditures grew at an annual addressed the issues of universal
that the answer to both questions is United States to emulate But is it? average rate of 15 5% from 1981 to access and cost shifting, but this has
no The Canadian provinces each 1987 been accompanied by waiting lists for

It is true that all 15 not well with operate public health plans that cover Most provinces have gone beyond many procedures and tests and poor
American health care For many years, hospital and physician care for the original intent of the health access to some medical technology
the cost of health care has been rising residents. However, additional insurance system, which was to In the United States, we basically
at a rate that exceeds the Consumer benefits, such as prescription drugs, provide only basic necessary medical have a sound health care system that
Price Index The medical care vary among the provinces About 40% care As benefits have been added to provides high quality care to a
component of the CPI rose 8 5% of the revenue for the provincial plans the programs, costs have risen majority of the population We need to
between December 1988 and

9 comes from federal government accordingly. Approximately one-third address the problem of the uninsured
December 1989, while the overall CPI grants, with the provincial of the average provincial budget is and we need to contain costs in some

5. rose 4 6% during the same period governments funding the rest of the allocated to its health care program areas However, a Canadian-type
els Employers and consumers alike have plan costs. Methods of provincial By 2011, taxation levels are expected health care system is not the best
*.4 become concerned with these increases funding vary and may include to have increased 2 5 times to keep the alternative While it would address the

and the difficulty in containing costs premiums, sales taxes or payroll taxes Canadian program in operation. issue of universal access, lt would also
Much has been made recently of the in addition to general revenues Indeed, in Ontario, the premier's "fix" many components of the U S

fact that health care represents 11 5% The Canadian system is based on Council on Health Strategy noted that system that are not broken It would, I 4
r of the U S gross national product, freedom of choice of physicians if recent cost increases continue, the believe, result in higher

compared with 8 6% of the Canadian Doctors generally are reimbursed on a ability of the provincial government to costs-through taxation-to most
GNP In the United States, this is fee-for-service basis, and physician support other social programs may be Americans and slower access to many
projected to rise to 15% by the year payment schedules are negotiated threatened fornns of care

2000 However, when asked if 15% of between the provincial territorial The system in Canada also 15 Other alternatives, such as
the GNP is too much to pay for health authority and the organization characterized by access and quality expanded state risk pools and
care, 61% of Americans said no, a representing physicians Hospital problems of its own Although Medicaid, should be examined These
recent survey found And, while administrators negotiate with theoretically no one is without access alternatives, unlike national health

k current cost increases are clearly provincial authorities for their to health care, that access may be care systems, would preserve and
f undesirable, the average annual budgets slower than is desirable Waiting lists expand on the private/public

per-household expenditure for health However, this system has not for various types of surgery and tests partnership that has served our nation
care in 1987 was $1,135, representing eliminated concerns about health care are common and often lengthy As well .

about 4% of average pretax income costs many as 1,000 people have been on
Surveys have consistently shown Although Canada's per capita waiting lists for heart surgery in

that most Americans are satisfied with expenditures for health care are lower Toronto hospitals The waiting hst for
their physicians and with their group than ours, government officials are coronary bypass surgery is six to eight Rebecca S
health care plans About 87% of becoming increasingly concerned months The result is that rationing of .. „  4 Fahrlander, Ph D, 18
Americans are insured, and 13% are about the system's apparent inability care occurs, although theoretically it 5 supervisor of group
uninsured For the majority of to control increasing costs The is spread more randomly across the market research for
Americans who are insured, the health existing funding system has not various socioeconomic classes rather •f'; Mutual of Omaha
care system is working Certainly the provided sufficient incentives for than being limited to lower income Insurance Co in
needs of the 13% who are uninsured consumers and providers to seek and uninsureds, as in the United States 1 Omaha, Neb

CIR methods
Contznued from previous page Once identified, and if members of a contracting billing practices that are, at best, non-conforming to

4:4 imply malpractice or can jeopardize a physician's right network, they are asked to examine the Current Practice Terminology guidelmes established by
to practice These are serious allegations and are appropriateness of use for the specific service in each the profession and, at worst, fraudulent
difficult to substantiate by review of Individual claims identified mstance Through this education approach, In every geographic area where sufficient claims 1 /2

Pre-claims review for appropriateness addresses most providers modify their practice behavior, at least data has been reviewed, the number of physician
some of the problems of volume increases but none for the participating organization, as only a few are offices Identified as bilhng for excessive physician
of the problems of mtensity Increases detected as contmuing the excessive use of such services and aberrant billmg practices ranges from

• Aggregating claims data. services on subsequent reviews Those whose office 30% to 35%

This method compares a provider's frequency of use personnel resist modification or feel that they will not One method of measuring the savings from a review
of ambulatory services and office VIsit codes to other be identified a second time, are usually dropped from of aggregated claims data is to compare the differences
providers in the same specialty Thus, it is the network m the cost per encounter after adjusting for any

L, provider-specific and independent of diagnoses, Non-members of a contracting network who exceed difference in the frequency of patient visits During
F,
. yielding a physician profile and indicating the the standards are flagged as overutilizers of services 1989, the savings were found to be 26% when the cost

4cost-effectiveness of the provider The records are retamed for future reference per encounter in the managed sector was compared to
A prerequisite for the review of physician services This automated method of controlling the escalation the cost per encounter m the non-managed sector The -r

using aggregated claims data iS the establlshment of m the volume and intensity of physician services is far savings-to-cost ratio was estimated to be 10-to-1
specialty-specific standards for the frequency of use superior to all others It serves as a selection Of all the methods devised to control the volume and
of office visit codes and ambulatory services, as well methodology for identifying cost-effective providers, Intensity of physician services, the review of aggregated
as a data base of all physicians and their specialties does not increase the noise level in claims offices, has claims data appears to be the least obtrusive, least
Once these standards and their standard deviations not been subject to legal challenge, lS not dependent on subject to challenge, most effective and most
are established and valldated, then the aggregated data accurate coding or co-morbidity, iS not subject to cost-effective .

review will yield significant results in the identification rationalization of individual treatment of a particular
of aberrant physician practice behavior when symptom complex, is very cost-effective, relying almost
compared to the norm exclusively on computer review, and, in contrast to all F

This method readily identifies providers who of the other methods, controls both the volume and
unbundle laboratory panel tests, upcode their office intensity of physician services Dr Edward Zattats chairman and
visits, treat every encounter as a consultation, require The review of aggregated claims is combined with chief executive officer of CAPP
their patients to have an excessive number of X-rays, computer review of claims for aberrant bllhng ; Care Inc :n Fountain Valley, Califuse mjections in heu of oral medications, fit every practices Together, the programs readily identify

eve;yv I:ortmylothercesst *d;Ylsttnces 5=Z=,211;==21:=renglaygi in 2 |
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A dental plan should be Jesned
to save more tian teeti.

-elta Dental brings more smiles to more employers than any other plan. Not just in
terms of howit affects employee morale. But in how it affects a company's bottom
line. Il Unlike insurers who provide clental coverage as part of a pacbage of benefits,
Delta Dental is the only major company specializing in dental proigrams. 11% invented
t/:em. Pioneered them. And pedected them. El Our unique three-point system of cost
management features, plan design flexibility and 106,000 dentists in the nation's
largest participating networ]2 enabled us, last year alone, to save our groups and sub
scribers over $100 million. 0 It's a program only Delta Dental offers. That's why we

A./' , .11.

now cover more than 20 million people in 23,000 groups and pay more'than *4 billion
a year for dental care. To,learn more abouthow your groupcanbenelit from Delta
Dental, call 1-800-441-3434 today. a®Delta Dental

Americah Leader In Dental Health Plans

.
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Continued from page 39
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, outpatient ser-
vice predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management; occasional
retrospective review, second surgical
opinion, hospital bill audit; 25% of
gross revenues from providing uti-
lization review services to insurance
companies, HMOs, PPOs or TPAs;
25% of gross revenues from providing
other services.

Services reviewed: Psychiatric
and substance abuse services.

Staff: 12 total; professionals in-
clude three physicians, four regis-
tered nurses, two psychologists.

Branch offices: Athens, Ga.; Co-
lumbia, S.C.

Charges: Per employee; per case;
by the hour.

Principal officers: William B.
Johns, president.

Comprehensive Review
Technology Inc.
455 E. Mound St., Columbus, Ohio
43232; 614-464-9481

Year founded: 1985

Services provided: 60% of gross
revenues from providing utilization
review services to employers, inelud-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuseservices, case

management, physician bill audits,
pharmacy review; 40% of gross reve-
nues from providing utilization re-
view services to insurance com-

panies, HMOs, PPOs or TPAs.
Services reviewed: Group health

services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability, pharmacy services.

Staff: 50 total; 31 professionals,
including one physician, 30 regis-
tered nurses. Eight physicians on a
retainer basis.

Clients: 84 employer clients; 64%
with fewer than 500 employees, 6%
with 500-999 employees, 7% with
1,000-2,499 employees, 7% with
2,500-4,999 employees, 16% with
more than 5,000 employees.

Charges: Per employee, 25 cents-
$1.50; per case, $100-$175; by the
hour, $50-$85; percent of savings for
audits.

Principal officers: William R.
Heiss, chief executive officer/presi-
dent; John R. Williford, director-op-
erations; Jim E. Houston, director-fi-
nance/administration; Dean Conley,
director-marketing/research.

ConServCo Inc.

3903 Northdale Blvd., Suite 200,
Tampa, Fla. 33624; 800-525-5590

Year founded: 1981; began pro-
viding utilization review services in
1985.

Parent company: The Travelers
Insurance Co.

Services provided: 38% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, hospital bill
audit, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement; occasional retrospective re-
view, second surgical opinion, inde-
pendent medical evaluations; 62% of
gross revenues from providing other
services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 1,600 total; professionals in-
clude 850 physicians.

Clients: 1,400 total clients.
Covered lives/reviewed admis-

sions: 35 million employee benefit
plan.lives; 200,000 workers compen-
sation lives.

Branch offices: Tampa, Fla.; San
Diego and San Mateo, Calif.; Boston;
Oak Brook, Ill.

1989 gross revenues: $90 million
total, $34 million from utilization re-
view services.

Charges: Per employee, $1.45.
Principal officers: Dennis L.

Huffman, president; Larry Mattingly,
chief executive officer; Jack DeMum-

brum, vp-planning/development;
Catherine Johnson, vp-marketing;
Tim Rooney, vp-sales; Terry Oetting,
vp-operations.

Corporate Care
Management Inc.

32 Broad Ave., Binghamton, N.Y.
13904; 607-724-6520;
800-541 -7403

Year founded: 1973; began pro-
viding utilization review services in
1974.

Services provided: 98% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-

view, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management; oc-
casional hospital bill audit; 1.5% of
gross revenues from providing utili-
zation review services to insurance

companies, HMOs, PPOs or TPAs;
0.5% of gross revenues from provid-
ing other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability, pharmaceutical ser-
vices.

Staff: 14 total; 11 professionals,
including nine registered nurses, two
licensed practical nurses. One phys-
ician on a retainer basis.

Clients: 14 total clients; 13 em-
ployer clients; 23% with fewer than

500 emplcyees, 8% with 500-999 em-
ployees, 21% with 1,000-2,499 em-
ployees, f 3% with 2.500-4,999 em-
ployees: 195% with more than 5,000
employees.

Covered lives/reviewed admis-
sions: 32:375 employee benefit plan
lives: 15,000 workers compensation
lives; 5.COO total admissions re-
viewed.

Charges: Per employee, 80 cents-
$2.40; perease per hour, $60.

Principal officers: Dr. John F.
Spring ani Patrick J. Kearse.

Corporate HealthCare
Management
1801 West End Ave., P.O. Box
1 - 15, Nashville, Tenn.

37702-1115; 615-320-7608

Year founded: 1983

Whentimeisyour
biggestconcern.

.
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Parent company: EQUICOR Inc.
Services provided: 91% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifiea-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management,
health advisory services and health
promotion programs; occasional ret-
rospective review; 6.2% of gross reve-
nues from providing utilization re-
view services to insurance

companies, HMOs, PPOs or TPAs;
2.8% of gross revenues from provid-
ing other services.

Continued on next page
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Continued from previous page burgh discharge planning, retrospective re- Covered lives/reviewed admis- 1985
Services reviewed: Group health 1989 gross revenues· $24 million view, second surgical opinion, hospi- sions: 3 million employee benefit Parent company. Adlustco Inc

services, dental services, psychiatne total,$233 from utilization review tal bill audit, outpatient service pre- plan lives, 230,000 workers compen- Services provided: 50% of reve-
and substance abuse services, chiro- services determination, outpatient psychiatric sation lives, 155,116 total admissions nues from providing utilization ser-
practic services, workers compensa- Charges: Per employee, per case and substance abuse services, case reviewed vices to employers, including pread-
tion/disability, podiatric services Principal officers: Dr Roger Tay- management, high-risk maternity Branch offices: New York, Mem- mission certification, concurrent

Staff: 288 total, 97 professionals, lor, president-Corporate HealthCare identification and management, 20% phis and Chattanooga, Tenn , Chi- hospital treatment review, length of
including nine physicians, 88 regis- Management/senior vp-EQUICOR of gross revenues from providing uti- cago, Cincinnati stay determination, discharge plan-
tered nurses 27 physicians on a re- Inc lization review services to HMOs, Principal officers: Lawrence ning, retrospective review, second
tatner basis PPOsorTPAs

Clients: 1,034 total clients, 1,020
Goelman, president/chief executive surgical opinion, hospital bill audit,

Services reviewed: Group health officer, Ray Foose, vp-marketing, case management, 50% of gross reve-employer clients, 59% with fewer Cost Care Inc.
than 500 employees, 6% with 500-999 services, psychiatric and substance Virginia Clrica, senior vp-operations nues from providing utilization re-

employees, 10% with 1,000-2,499 em- 17011 Beach Blvd, Huntington abuse services, chiropractic services, view services to insurance com-

ployees, 17% with 2,500-4,999 em- Beach, Calif 92647, 714-842-4909 workers compensation/disability, po- Cost Containment panies, HMOs, PPOs or TPAs
diatric services Services reviewed: Group health

ployees, 8% with more than 5,000 em- Year founded: 1981 Management services, psychiatric and substance
ployees Services provided. 80% of gross Staff: 304 total, 170 professionals, 12481 Telecom Drive, Temple abuse services, chiropractic services,

Covered lives/reviewed admis- revenues from providing utilization Including 27 physicians, 81 registered Terrace, Florida 33637, workers compensation/disability
sions: 6 million employee benefit review services to employers, includ- nurses, 19 licensed practical nurses, 813-978-9711 Staff: 85 total, professionals in-
plan lives, 143,252 total admissions ing frequent preadmission certifica- 10 medical records technicians clude 29 registered nurses, three
reviewed tion, concurrent hospital treatment Clients: 6,800 total clients, all em- Year founded: 1979, began pro- medical records technicians Eight

Branch offices: Brea, Calif, Pitts- review, length of stay determination, ployer clients viding utilization review services in physicians ona retainer basis
Clients: 22 total clients
Covered lives/reviewed admis-

sions: 30,000 employee benefit plan
lives, 20,000 workers compensation
lives, 4,551 total admissions re-
viewed

Branch offices: Birmingham, Ala ,
Pasadena, Santa Clara and Oakland,

Calif, Hollywood, Jacksonville,
Temple Terrace and Tampa, Fla ,
Braintree, Mass , Farmington Hills,

That's when to call AffiliatedFM and Appalachian We can also make available our engineering Mich , Minneapolis, Atlanta, Baton
Rouge and New Orleans, La, Austin,Insurance Companies We can tailor a property resources- resources helpful in reducing or con- Texas

policy and get it out the door quickly That's trolling property losses and in satisfying your 1989 gross revenues. $4 9 million
total

one reason brokers are starting to see us from a clients' needs. Charges: Per employee, 90 cents-

different perspective So, if you want insurers who provide flexibility, $2 10, $65-$75 per hour for case man-
agement, percent of savings or per-

Affiliated FM and Appalachian are rated service, and financial stability, talk to one of our cent of charges for retrospective re-

A+ by Best's We offer a complete product line Commercial Property Operations Managers. And view

. Principal officers: John Addeo,
for property risks-including an all risk" policy get a new perspective on property insurance chief executive officer, Arthur M

that's simple, comprehensive, and flexible We Yoss, chief operating officer, Anth-

Affiliated FM Insurance Company ony G Todd, chief financial officer,
have a proven track record of serving brokers who Appalachian Insurance Company Grace Armstrong, senior vp, David B

Crosby, vp-salesrequire fast, competitive, and complete service. Associated with Allendale Mutual Insurance Co.
We put you directly in touch with our Cost ManagementA member of the Factory Mutual System

underwnters for fast responses We've even East Central (216) 524-9300 Midwest (312) 572-0300 Technologies Inc.

been known to hand-deliver a policy New York (201) 992-9700, (212) 233-8700 4435 Main, Suite 810, Kansas City,

Northeast (401) 275-3000 South (404) 955-2700
Mo 64111,816-531-6300

inapinch. And, ourclaims handling West (818) 704-1133, (213) 873-1722 Year founded: 1985, began pro-

is just as fast, just as efficient, Affiliated FM Insurance Company
viding utilization review services in
1986

, f.. and certainly, fair. Canada (416) 494-7111, (514) 485-1520 Services provided. 32% of gross
revenues from providing utilization

. 6/ review services to employers, includ-.4* . 4At, St»s*. ing frequent preadmission certifica-
U...6 1:4'

tion, concurrent hospital treatment
review, length of stay determination,

qm,mril discharge planning, retrospective re-
*4- f 1' '>' - * ' view, second surgical opinion, hospi-

tal bill audit, outpatient service pre-
determination, outpatient psychiatric:. I 0

.

0.. management, 68% of gross revenues
..

to ·
from providing utilization review

' 04 I services to insurance companies,

. ..t
0 4- ..

.
. .. HMOs, PPOs or TPAs

...... 8. 6

Services reviewed: Group health

'*91
services, dental services, psychiatric
and substance abuse services

Staff: 35 total, four professionals
who are registered nurses 36 physic-
ians on a retainer basis

11 Branch offices: St Louis
122'll Charges: Per employee, per case

r, Principal officers: Patrick A
Thompson, president, Scott K John-
son, managing principal, John L
Laird, vp

.

Crawford & Co.-HealthCare
0 .

. Management Group
5620 Glenndge Drive, P O Box
5047, Atlanta, Ga 30302,

6, 404-256-0830

, ¢04' 20
Year founded: 1941, began pro-

. 1 -:E viding utilization review services in
1980

Services provided. 15% of gross
revenues from prowding utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-2 view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, maternity manage-
ment, employee assistance programs
medical fee negotiation, 2% of gross
revenues from providing utilization
review services to insurance corn-

panies, HMOs, PPOs or TPAs, 83% of
gross revenues from providing other
services

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
lion/disability

Staff: 1,200 total, 710 profes-
sionals, including five physicians
400 registered nurses, 12 licensed

Contznued on nezt page
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EQUIPMENT
INSURANCE MANAGERS

EQUIPMENT INSURANCE MANAGERS, INC. IS NOW OFFERING
LIABILITY AND INLAND MARINE COVERAGE FOR CON-

:/*¥7 STRUCTION EQUIPMENT RELATED*f
/ f / ./..21' ACCOUNTS INCLUDING:11 \A ,11] AVIM

/A/9 / EQUIPMENT RENTAL
f I CRANE & RIGGING

--160#, m SCAFFOLDING
I EQUIPMENT DEALERS

EQUIPMENT INSURANCE
MANAGERS, INC.

4514 Cole Ave.. Suite 700
Dallas. TX 75205
214/522-5204
FAX: 214/520-1664

For more information contact:
Elaine Garner

*

Continued from previous page
practical nurses, eight medical rec-
ords technicians. 10 physicians and
one nurse on a retainer basis

Clients: 1,525 total clients; 1,215
employer clients; 7% with fewer than
500 employees, 17% with 500-999
employees, 40% with 1,000-2,499 en-
ployees, 30% with 2,500-4,999 em-
ployees, 6% with more than 5,000 e n-
ployees.

Covered lives/reviewed admis-

sions: 1.5 million employee benefit
plan lives; 775,000 workers compen-
sation lives; 85,680 total admissicns
reviewed.

Branch offices: Savannah, Ga.;
Chicago; Columbia, S.C; 185 hea. th
care management offices in the
United States and Canada.

1989 gross revenues: $71 million
total, $12.2 million from utilization
review services.

Charges: Per employee per month
$1-$3.

Principal officers: P.A Bollinger,
executive vp; G.W. Billiard and Dr.
G. Berk Lynch II, vps; Jeff V. Aycock.
assistant vp,

MEDICAL UNDERWRITERS
INCORPORATED

NAMES O'BRIEN SENIOR VP

Medical Reinsurance Underwriters Incorporated
is pleased to announce the appointmenc of Robert K.
O'Brien as Senior Vice President.

*

Bob is deep in experience: 32 years with State
Mutual of America; Vice President, in Group
Insurance for the past 14 years. N,eedless to say, he
adds considerable Medical Underwriting expertise to
MRU's already extensive capabilities.

MRU is an Underwriting Manager for facultative
and treaty medical reinsurance on both an excess loss
and quota share basis.

*

MRU underwrites on behalf of the Manufacturers

Life of Canada, an A+15 company.

*

MRU is an open market for authorized reinsurance
intermediaries as well as insurance companies on a
direct basis.

The addition of Bob O'Brien makes the strong
even stronger. We're proud to have him on our team.

r-1
MRU

Medical Reinsurance Underwriters Incorporated
300 Unicorn Park Drive, Woburn, MA 01801

Tel.: (617) 938-6336

*

D

Data Med Inc.

650 W. Dundee Road, Northbrook,
111. 60062; 708-291-0742

Year founded: 1985; began pro-
viding utilization review services in
1986.

Services provided: 90% of gross
revenues from providing utilization
review services to employers, inelud-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, case
management, employer education;
occasional outpatient service prede-
termination, outpatient psychiatric
and substance abuse services; 1 0% of
gross revenues from providing utili-
zation review services to insurance
companies, HMOs, PPOs or TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 40 total; 22 professionals,
including 11 physicians, eight regis-
tered nurses, three medical records
technicians. Five physicians, four
nurses on a retainer basis.

Clients: 85 total clients; 70 em-
ployer clients; 80% with fewer than
500 employees, 12% with 500-999
employees, 8% with 1,000-2,499 em-
ployees.

Covered lives/reviewed admis-

sions: 32,850 employee benefit plan
lives; 2,450 total admissions re-
viewed.

Charges: Per employee, 50 cents-
$2.30.

Principal officers: Louis R. Mor-
gan, vp.

E

EM Associates Inc.
P.O. Box 2650,168 Water St.,
Binghamton, N.Y. 13902;
607-771-0272

Year founded: 1987.

Services provided: 10% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent concurrent hospital
treatment review, length of stay de-
termination, discharge planning, ret-
rospective review, hospital bill audit,
outpatient service predetermination,
outpatient psychiatric and substance
abuse services, case management; oc-
casional preadmission certification,
second surgical opinion; 90% of gross
revenues from providing utilization
review services to insurance com-

panies, HMOs, PPOs or TPAs.
Services reviewed: Group health

services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 12 total; eight professionals.
Two physicians and three nurses on a
retainer basis.

Clients: 26 total clients; two em-
ployer clients; 100% with fewer than
500 ernployees.

Charges: Per employee, per case,
by the hour.

Principal officers: Kathleen A.
Ernst, president; Rebecca S. De
Groff, vp.

Empire State Medical
Foundation Inc.

420 Lakeville Road, Lake Success,
N.Y. 11042; 516-437-8134

Year founded: 1984.

Services provided: 5% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, discharge planning, retrospec-
tive review, second surgical opinion,
hospital bill audit, case management;
occasional concurrent hospital treat-
ment review, length of stay determi-
nation, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, quality as-
surance surveys and assessments,
home health care review, utilization
data analysis, recoding and valida-
lion of diagnostic related groups;
95% of gross revenues from providing
utilization review services to insur-

Continued on next page

THE.
CHOICE ·
IS.YGURS .
Pay Someole Else• Or Do it Yourself
Paying an outside firm to handle your
Utilization Review is not only a costly
decision, but a risky one. By having I
little-if any-control over how well the
service works, you're putting your
hard won reputation on the line. And,
the profits are going into their
pockets, not yours.

A smarter way to go: In-house U/R
for greater Control and profitability.
The CareReview program. Easily
integrated with your present claims
administration process. Establish
consistency and reduce liability. Our
exclusive Physician Developed Criteria
provides a medical doctor's standard
of care on every review. And with
DataReview, you use an on-line data
entry system developed by U/R people.
In short, you get the most comprehensive
on-line medical criteria in the industry.

A series of seminars in selected cities will

be conducted to explain the CareReview
advantages of In-house U/R. For more
information calll-800-558-4353.

If you are paying an outside firm, now is
the time to go in-house. If you are doing
your own U/R, DataReview is the on-
line solution you've been looking for.

The Choice Is Yours

CareReview®
DataReview
PDC
(Physician Developed Criteria)
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ance companies, HMOs, PPOs or
TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 210 total; 130 professionals,
including 10 physicians, 105 regis-
tered nurses, 15 medical records
technicians.

Clients: Five total clients; two em-
ployer clients, both with more than
5,000 employees.

Covered lives/reviewed admis-
sions: 500 total admissions re-
viewed.

Branch offices: New York and
Syracuse, N.Y.

1989 gross revenues: $17.1 mil-
lion total.

Charges: Per case, $10-$60.
Principal officers: Dr. James

Flanagan, president; Dr. Richard
Eberle, vp-medical affairs; William
Egan, executive vp

FHC Options Inc.
240 Corporate Blvd., Norfolk, Va.
23502; 804-459-5300

Year founded: 1986.

Parent company: First Hospital
Corp.

Services provided: 2% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination.
discharge planning, outpatient ser-
vice predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management; occasional
retrospective review, hospital bill
audit; 98% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs.

Services reviewed: Psychiatric
and substance abuse services.

Staff: 138 total; 29 professionals,
including four clinicians, 23 clinical
nurses, two medical records techni-
cians. Six physicians, eight clinicians
on a retainer basis.

Clients: 17 total clients; 12 em-
ployer clients; 8% with fewer than
500 employees, 2% with 500-999 em-
ployees, 90% with more than 5,000
employees.

Covered lives/reviewed admis.
sions: 400,000 employee benefit plan
lives; 4,760 total admissions re-
viewed.

Branch offices: Shippensburg,
Ambler, Centre Hall, Clarion and
Wilkes-Barre, Pa.; St. Augustine and
Pineland, Fla.; Milwaukee; Cidra,
Puerto Rico; Vallejo, Calif.; Ports-
mouth, Virginia Beach and Rich-
mond, Va.; Brentwood, Tenn.

1989 gross revenues: $35 million
total.

Charges: Per employee per month.
Principal officers: Ronald I. Do-

zoretz, chairman-First Hospital
Corp.; Richard C. Peters, president;
Daniel T. Gallagher, vp/chief operat-
ing officer.

Family Health Plan
12655 S.W. Center, Suite 180,
Beaverton, Ore. 97005;
503-641 -5352

Year founded: 1985; began pro-
viding utilization review services in
1987.

Parent company: MetroCare Inc.
Services provided: 50% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management,
chronic care management, continued
stay determination, denial and ap-
peal procedures, outpatient second
surgical opinion, claims review; oc-
casional retrospective review; 40% of
gross revenues from providing uti-
lization review services to insurance
companies, HMOs, PPOs or TPAs;
10% of gross revenues from providing
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 12 total; six professionals,
including one physician, five regis-
tered nurses. Six professionals on a
retainer basis.

Clients: 2,537 total clients; 30 em-

ployer clients; 96% with fewer than
500 employees, 4% with 500-999 em-
ployees.

Covered lives/reviewed admis-

sions: 21,169 employee benefit plan
lives; 2,245 total admissions re-
viewed.

Branch offices: Grand Rapids and
Troy, Mich.; Charlotte, N.C.; Belle-
vue, Wash.; Bloomington, Minn.;
King of Prussia, Pa.; Linwood, N.J.

1989 gross revenues: $485,520
total, $242,760 from utilization re-
view services.

Charges: Per employee, $1.50-
$3.50; per hour per case, $65-$75.

Principal officers: Steve Gregg,
president/chief executive officer.

FOCUS Healthcare

Management Inc.
7101 Executive Center Drive, Suite
160, Brentwood, Tenn. 37027;
615-377-9936

Year founded: 1986.
Services provided: 0.9% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-

tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management, re-
habilitation; 39.48% of gross reve-
nues from providing utilization re-
view services to insurance

companies, HMOs, PPOs or TPAs;
59.62% of gross revenues from pro-
viding other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability,
physical therapy services.

Staff: 75 total; 27 professionals,
including two physicians, 25 regis-
tered nurses, five medical records
technicians. 20 physicians on a re-
tainer basis.

Clients: 125 total clients.

Covered lives/reviewed admis-

sions: 115,000 employee benefit plan
lives; 10,426 total admissions re-
viewed.

Charges: Per employee for group
health services, $1.35-$1.65; by the

Duslness insUTance, reor Ualy 145, 1:,Uu , 13

hour for workers compensation ser-
vices, $60.

Principal officers: Stryker War-
ren Jr., president/chief executive of-
ficer; David S. Iskowe, executive vp/
chief operating officer; Stuart R.
Goldstein, vp-clinical affairs.

John Hancock Managed
Health Care

John Hancock Place, P.O. Box 111,
Boston, Mass. 02117; 617-572-6000

Year founded: 1862; began pro-
viding utilization review services in
1983.

Parent company: John Hancock
Financial Services.

Services provided: Utilization
review services include frequent
preadmission certification, concur-
rent hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, second surgical opinion, hospi-
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Are You Losing Your Grip on
Mental Health Costs and Services?

You're not alone. Many corporate
benefits managers and insurance
company executives feel the costs
of mental health and substance abuse
services are getting out of hand.
What's more, there's a growing
suspicion that many of the services
provided are as
lacking in effectiv-

*lillilness as they are in 05.

cost control. *
That's where . 4.73

Benesys can help. , I >\

We've specialized *1Jwl f -
in managed mental T* - --health and sub- '*> »tV''
stance abuse pro-
grams for over 11
years. Currently,
we're reducing the
costs for major insurance companies
and an impressive number of
employers at a rate of $25 saved for
every $1 invested. And we offer a full

H

spectrum of services nationwide that
can be customized to meet your spe-
cific requirements.

Whether it's specialty Utilization
Review/Case Management services,
Network Development, PPOs, Claims
Administration, Employee Assistance

Programs or full-
risk carve-outs,
Benesys has expe-
rienced profession-
als who realize the

quality of the ser-
vices provided is

-10=4
just as important as
the price.
If you'd like more

information on

how Benesys can
help you get a grip

on lowering the costs and improving
the quality of mental health and sub-
stance abuse services, call or write
today.

BenesYs *
Managed Mental Health Services

A Division of Group Plan Clinic, Inc.

1175 St. James Place Suite 200
Houston, TX 77056

Phone: (713) 871-0821
Fax: (713) 871-6301

tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, home health care and
skilled review, review of rehabilita-
tion facilities.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 145 total.
Covered lives/reviewed admis-

sions: 525,000 employee benefit plan
lives; 70,000 total admissions re-
viewed.

Branch offices: Chicago, Dallas,
San Francisco.

Principal officers: E. James Mor-
ton, chairman/chief executive offi-
cer; Stephen I. Brown, president/
chief operating officer.

Health Administration
Services Inc.
12600 Northborough, Suite 300,
Houston, Texas 77067;
713-873-8682

Year founded: 1984; began pro-
viding utilization review services in

Continued on next page
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1985.

Services provided: 17% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, outpatient psychiatric and
substance abuse services, case man-
agement; occasional retrospective re-
view, hospital bill audit, outpatient
service predetermination, medical
appeals review, surgical fee review,
home health care; 1% of gross reve-
nues from providing utilization re-
view services to insurance com-

panies, HMOs, PPOs or TPAs; 82%
of gross revenues from providing
other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 47 total; eight professionals,
including four registered nurses, one
licensed practical nurse, one medical
records technician.

Clients: 19 total clien-:; 16 em-
ployer clients; 21% with fewer :han
500 employees, 5% with 50)-999 €m-
ployees, 37% with 1,000-2.439 em-
ployees, 32% with 2,500-4.939 em-
ployees, 5% with more trian 5 (00
employees.

Covered lives/review€ E admis-
sions: 40,000 employee bfnefit part
lives; 4,750 totaI admissions ze-
viewed.

Charges: Per employee, $1 :5-
$2.50; by the case; by the hz·ur.

Principal officers: Stephen
Gauen and Richard Hillyer

Health Care Directions Inc.
100 Roscommon Drive,
Middletown, Conn. 06457,
203-635-1103

Year founded: 1989.

Services provided: 790 of gross
revenues from providing mtiliza:ion
review services to employers; 93% of
gross revenues from providing o:her
services.

Services reviewed: Chiropractic
services, workers compensation/lis-
ability, pediatric services.

Staff: Four total; all professionals,
including one physician. Five physic-
ians, three nurses on a retainer basis.

Clients: Seven total clients; two
employer clients, both with fewer
than 500 employees.

1989 gross revenues: $70,000
total, $5,000 from utilization review
services.

Charges: Per case, $75-$500; per
hour, $100 and up.

Principal officers: Dr. Edward A.
Kamens, president; Bruce Ripley, vp;
Marcia K. Petrillo, secretary/trea-
surer.

Health Care Evaluation Inc.
6602 N. Inglewood Ave. Suite G,
Stockton, Calif. 95207;
209-951-6711

Year founded: 1968

Services provided: 60% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-

 hat can be said thathasn't already been said
about managing health

care costs? At American

General Group, you won't get
"the same old story."

tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, medical claims review,
skilled nursing facility review, men-
tal health and chemical dependency
care management; 36% of gross reve-
nues from providing utilization re-
view services to insurance com-

panies, HMOs, PPOs or TPAs; 4% of
gross revenues from providing other
services.

Services reviewed: Group health
services. dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 70 total; 45 professionals,
including 31 registered nurses, six li-
censed practical nurses, eight medi-
cal records technicians. 150 physic-
ians, six nurses on a retainer basis.

Clients: 72 total clients; 70 em-
ployer clients; 20% with fewer than
500 employees, 11% with 500-999
employees, 37% with 1,000-2,499 em-
ployees. 14% with 2,500-4,999 em-
ployees, 18% with more than 5,000
employees.

Covered lives/reviewed admis-

MANAGING HEALTH CARE COSTS
Managed Care Programs from American General Group

El Utilization Management
El Case Management
El HMOs /EPOs

0 PPOs

We don't depend on outside
vendors or rented networks.

We develop and operate our
own managed care programs
and services through our
wholly owned subsidiaries,
American Health Network and
Florida Health Network. So

managing health care costs is
just as important to us as it is
to you.

And keeping plans cost-
effective - for employers and
employees - is what we do
best. Our utilization manage-
ment and case management
services, plus access to our

 provider networks, can be
added easily to any group
plan covering 100 or more

I employees.
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To find out mcre about

American General Group's
managed care programs,
call us!

Executive Offices/Central Region
3988 NoRh Central Expressway
Dallas Texas 75204

(214) 841-1000

Eastern Region
1301 Gulf Life Drive, 5th Floor

Jacksonville, Florida 32207

(904) 390-7043

Western Region
1610 Arden Way, Suite 165
Sacramento, California 95815
(916) 649-6580

American General Group
Insurance Company
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sions: 1.2 million employee benefit
plan lives; 51,473 total admissions
reviewed.

Branch offices: Sacramento,
Fresno, East Bay, Chico, Merced and
Bakersfield, Calif.

1989 gross revenues: $2,5 million
total; $2.4 million from utilization
review services.

Charges: Per employee, $1.30-
$2.50; per case, $38-$75.

Principal officers: Bernice
Wahler, president; Elaine Hislop, ex-
ecutive director; Dr. John W. Kellar,
medical director.

Health Care Services Corp.
233 N. Michigan Ave., Chicago, 111.
60601, 31 2-938-8330

Year founded: 1937; began pro-
viding utilization review services in
1975.

Services provided: 2% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length cf stay determination,
discharge planning, second surgical
opinion, hospital bill audit, outpa-
tient psychiatric and substance abuse
services, case management; occa-
sional retrospective review, outpa-
tient service predetermination, high-
risk pregnancy case management;
98% of gross revenues from providing
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 107 total; 79 professionals,
including four physicians, 75 regis-
tered nurses. 28 physicians on a re-
tainer basis.

Clients: 2,000 total clients; 1,800
employer clients; 80% with fewer
than 500 employees, 2% with 500-999
employees, 2% with 1,000-2,499 em-
ployees, 5% with 2,500-4,999 employ-
ees, 11% with more than 5,000 em-
ployees.

Covered lives/reviewed admis-
sions: 1.6 million employee benefit
plan lives; 74,000 total admissions
reviewed.

Charges: Flat annual fee, percent
of premium.

Principal officers: Brad Buxton,
vp; Grace Leen. director; S. Martin
Hickman, president.

Health Cost Consultants
1945 Old Gallows Road, Vienna,
Va. 22180; 703-883-0217

Year founded: 1983.

Parent company: Inova Health
Systems.

Services provided: 20% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurren: hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, outpatient service predeter-
mination, case management; occa-
sional retrospective review, hospital
bill audit, outpatient psychiatric and
substance abuse services; inpatient
psychiatric and substance abuse ser-
vices, high-risk pregnancy identifica-
tion and management; 78% of gross
revenues from,providing utilization
review services to insurance com-

panies, HMOs, PPOs or TPAs; 2% of
gross revenues from providing other
services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability.

Staff: 20 total; all professionals,
including two physicians, 12 regis-
tered nurses, three medical records
technicians. 105 physicians on a re-
tainer basis.

Clients: 11 total clients; 1% with
fewer than 500 employees, 99% with
more than 5,000 employees.

Covered lives/reviewed admis-

sions: 101,522 employee benefit plan
lives.

Charges: Per employee, 90 cents-
$1.25.

Principal officers: Debbie Scheff,
president; Dr. Lou Pugsleym,
vp-medical affa.rs; Sally-Ann Pol-
son, vp-marketing.

Health Economics Corp.
1300 W. Mockingbird Lane, Dallas,
Texas 75247; 214-905-4400

Year founded: 1984.
Parent company: Halliburton Co.
Services provided: 20% of gross

revenues from providing utilization
review services to employers, includ-

Continued on next page
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ing frequent preadmission certifica-
lion, concurrent hospital treatment
review, length of stay determination.
discharge planning, retrospective re-
view, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management:
prenatal monitoring; occasional hos-
pital bill audit; 4% of gross revenues
[rom providing utilization review
services to insurance companies:
HMOs, PPOs or TPAs; 76% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability, prenatal services.

Staff: 44 total; 37 professionals:
including one physician, 30 regis-
tered nurses, six licensed practical
nurses. Seven physicians on a re-
tainer basis.

Clients: 88 total clients; 84 em-
ployer clients; 58% with fewer than
500 employees, 15% with 500-999
employees, 16% with 1,000-2,499 em-
ployees, 3% with 2,500-4,999 employ-
ees, 8% with more than 5,000 employ-
ees.

Covered lives/reviewed admis-

sions: 400,000 employee benefit plah
lives; 300 workers compensation
lives; 8,500 total admissions re-
viewed.

Charges: Per employee, per case,
flat annual fee.

Principal officers: Stephen F.
Coady, president/chief executive of-
ficer; James R. MePhail, vp-managed
health care; Herbert D. Maxwell Jr.,
vp-sales/marketing.

Health Information

Designs Inc.
1616 N. Fort Meyer Drive, Suite
1420, Arlington, Va. 22209;
703-528-2032

Year founded: 1976; began pro-
viding utilization review services in
1979.

Parent company: Value Health
Inc.

Services provided: 69% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent retrospective review,
prescription drug utilization review;
5% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
TPAs; 26% of gross revenues from
providing other services.

Services reviewed: Prescription
drug benefits.

Staff: 45 total; 18 professionals,
including one physician, one regis-
tered nurse, two medical records
technicians. One physician on a re-
tainer basis.

Clients: 65 total clients; 57 em-
ployer clients; 100% with more than
5,000 employees.

Covered lives/reviewed admis-

sions: 5.3 million employee benefit
plan lives.

1989 gross revenues: $2.7 million
total, $2 million from utilization re-
view services.

Charges: Per employee, $1-$1.50.
Principal officers: Carl M. Fink,

chief executive officer; Dr. Judith K.
Jones, senior vp/medical director;
Robert A. Patricelli, president-Value
Health Inc.

Health International Inc.

1840 Century Park E., Suite 670,
Los Angeles, Calif. 90067;
800-333-3760; 213-551-1840

Year founded: 1985; began pro-
viding utilization review services in
1987.

Services provided: 80% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, case management,
claims analysis; 20% of gross reve-
nues from providing utilization re-
view services to insurance com-

panies, HMOs, PPOs or TPAs.
Services reviewed: Group health

services, dental services, psychiatric
and substance abuse services, work-

ers compensation/disability.
Staff: 30 total; 22 professionals,

including three physicians, 15 regis-
tered nurses, two licensed practical
nurses, two medical records techni-
cians. 18 physicians on a retainer
basis.

Clients: 251 total clients; 83% with

fewer than 500 employees, 6% with
500-999 employees, 5% with 1,000-
2,499 employees, 4% with 2,500-4,999
employees, 2% with more than 5,000
employees.

Charges: Per employee, $2.
Principal officers: Dr. Donald K.

Kelly, chairman/chief executive offi-
cer; Michael C. Peerboom, president/
chief operating officer; Suzanne D.
Kelly, vice chairman; David C. Dubs,
vp/marketing.

Health Management
Services Inc.

5181 Cascade Road S.E., Grand
Rapids, Mich. 49506;
616-956-6903

Year founded: 1983.

Services provided: 75% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-

agement, maternity review, home
health care review; occasional retro-
spective review, hospital bill audit;
25% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 26 total; 16 professionals,
including one physician, 14 regis-
tered nurses, one licensed practical
nurse. 20 physicians, two nurses on a
consulting basis.

Clients: 180 total clients; 170 em-
ployer clients; 90% with fewer than
500 employees, 5% with 500-999 em-
ployees, 5% with 1,000-2,499 employ-
ees.

Covered lives/reviewed admis-

sions: 50,000 employee benefit plan
lives; 12,750 total admissions re-
viewed.

Charges: Per employee, 90 cents-
$2.50; per case, $150-$350; by the
hour,$75-$200.

Principal officers: Jane E.
McCreary, president.
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Health Management
Strategies
International Inc.

1725 Duke St., Suite 300,
Alexandria, Va. 22314;
703-706-4100
Year founded: 1985.

Parent company: Group Hospital-
ization & Medical Services Inc.

Services provided: 75% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, hospital bill audit, outpatient
psychiatric and substance abuse ser-
vices, case management, health data
consulting; occasional second surgi-
cal opinion, outpatient service prede-
termination; 20% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 5% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance

abuse services.

Staff: 190 total; 95 professionals,
including five physicians, 90 regis-
tered nurses. 40 physicians on a re-
tainer basis.

Clients: 15 total clients; two em-
ployer clients; both with more than
5,000 employees.

Covered lives/reviewed admis-

sions: 10 million employee benefit
plan lives; 25,000 total admissions
reviewed.

Charges: Per employee, $1-$2; per
case,$150-$250.

Principal officers: E. Seton
Shields, president; William R. Van-
dervennet Jr., executive vp; Daniel J.
Klein, senior vp-marketing; Dr. Alan
B. Zients, senior vp/medical director.

Health Related
Services Inc.

500 Wood St., Pittsburgh, Pa.
15222; 412-765-1444

Year founded: 1984; began pro-
viding utilization review services in
1985.

Parent company: Blue Cross of
Continued on next page
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We took a long hard look
at the health care industry. And
decided to think small.

Small companies. They need
health carejust as much as the big
guys. But, too often, there isn't a
plan they can afford.

Introducing the PM Access
Health Plan. It's an affordable,

non-traditional plan offering
basic coverage to companies with
as little as two employees.

And only the commitment
and stability ofPacific Mutual in
the health care field could make a

group employee benefit plan like
this possible.

So show the benefits ofthe

PM Access Health Plan to the

small company. It could lead to
something very big.
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Western Pennsylvania.

Services provided: 85% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, skilled nursing and
home health care review, psychiatric
case management, maternity and in-
fant case management; 15% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 251 total; 166 professionals,
including nine physicians, 127 regis-
tered nurses, 30 medical records

technicians. 85 physicians on a re-
tainer basis.

Clients: 14,028 total clients; 690
employer clients; 15% with fewer
than 500 employees, 5% with 500-999
employees, 10% with 1,000-2,499 em-

ployees, 15% with 2,500-4,999 em-
ployees, 55% with more than 5,000
ennployees.

Covered lives/reviewed admis-

sions: 2.1 million employee benefit
plan lives; 135,357 total admissions
reviewed.

Branch offices: Erie and John-

stown, Pa.
1989 gross revenues: $17.7 mil-

lion total, $15 million from utiliza-
tion review services.

Charges: Per employee, $1.85-
$3.89; per case, $85-$190 plus ex-
penses.

Principal officers: David P. Lyle,
president; D. Patrick Flynn, vp-cen-
tral operations; David M. O'Brien,
vp-regional operations; Nanci C.
Keefe, vp-government operations/
special progranns.

Health Resources Ltd.

P.O. Box 246,3 N. Lancey St.,
Pittsfield, Maine 04967;
207-487-5135

Year founded: 1979; began prc -

viding utilization review services in
1985.

Services provided: 75% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion or
waiver, hospital bill audit, outpatient
service predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management, patient edu-
cation and advocacy programs; 20%
of gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs; 5%
of gross revenues from providing
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Eight total; seven profes-
sionals, including six registered
nurses, one licensed practical nurse.
One physician on a retainer basis.

Charges: By the hour, $46-$52.
Principal officers: Mary E. Or-

loski, president.

Health Risk

Management Inc.
8000 W. 78th St., Minneapolis,
Minn. 55435; 612-829-3500:
800-824-3882

Year founded: 1977; began pro-
viding utilization review services in
1984.

Services provided: 70% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management; 5% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 25% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-

Everybody wants tolook
like a million.

Unfortunately; many top
ececutives look like

25 million.
It is well known that more than a handful of today's
top corporate executives pull down high six- or seven-
ftgure salaries. Which makes them particularly attrac-
tive targets in lawsuits involving corporate wrongdoing.

In fact, many directors and officers these days are
spending more time in the courtroom and less time in
the boardroom.

Yet, as the magnitude of claims continues to escalate,
few insurance companies have been able to provide
adequate D&0 protection.

Great American offers limits up to $25 million.

Our marketing and underwriting staff will help
you tailor coverage to meet the specific needs of those
clients who face substantial liability. And, in the event
ofa claim, we'll respond quickly and efficiently.

So, if your idea of looking like a million involves an
$800 suit and an absence of attorneys, then we'd like
to talk with you. Call(708) 330-6750, or write Great
American Insurance Companies, Executive Liability
Division, P.O. Box 66943, Chicago, IL 60666.

After all, the only suit you want your client to be
in is hanging in the closet.JL

CREATAAE=CAN®
INSURANCE COMPANIES

tion/disability, pharmaceutical ser-
vices.

Staff: 315 total; 80 professionals,
including four physicians, 61 regis-
tered nurses, 11 licensed practical
nurses, four medical records techni-
cians. 16 physicians, three nurses on
a retainer basis.

Clients: 155 total clients; 150 em-
ployer clients; 5% with 500-999 em-
ployees, 10% with 1,000-2,499 em-
ployees, 30% with 2,500-4,999
employees, 55% with more than 5,000
employees.

Covered lives/reviewed admis-

sions: 1.9 million employee benefit
plan lives; 800,000 workers compen-
sation lives; 83,000 total admissions
reviewed.

Branch offices: Shrewsbury, N.J.;
Glendale, Calif.

Charges: Per employee, per case,
flat annual fee.

Principal officers: Gary McIlroy,
chief executive officer; Marlene
Travis, president/chief operating of-
ficer; Steven Osterkamp, senior vp-
sales/marketing; Al Pertuz, senior
vp-operations; Ken Diamond, senior
vp-provider development.

Health Services Review Inc.

P.O. Box 530190, Birmingham,
Ala. 35253; 205-868-6848;
800-288-4292

Year founded: 1987; began pro-
viding utilization review services in
1984.

Parent company: Healthtrax.
Services provided: 63% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, case management; occa-
sional retrospective review, hospital
bill audit, outpatient service prede-
termination, long term care review,
on-site reviews, outpatient surgery
review; 7% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 30% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 35 total; professionals in-
clude one physician, 30 registered
nurses, three licensed practical
nurses, one medical record techni-

cian. 35 physicians on a retainer
basis.

Clients: 49 total clients; 27 em-
ployer clients; 74% with 500-999 em-
ployees, 11% with 1,000-2,499 em-
ployees, 8% with 2,500-4,999
employees, 7% with more than 5,000
ernployees.

Covered lives/reviewed admis-

sions: 270,832 employee benefit plan
lives; 6,175 workers compensation
lives; 24,390 total admissions re-
viewed.

Branch offices: Mobile, Ala.
Charges: Per employee, per case.
Principal officers: Vernon E.

Duke, president; Harriet Hughes, vp-
operations; Brenda Glusman, vp-
marketing/public relations.

Health Service Review Inc.

6730 Roosevelt, Franklin, Ohio
45005; 513-422-0063

Year founded: 1983.

Services provided: 97% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management,
short and long term disability case
management; occasional retrospec-
tive review; 3% of gross revenues
from providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability, po-
diatric services.

Staff: 29 total; professionals in-
clude 12 registered nurses. 31 physic-
ians, two nurses on a retainer basis.

Clients: 200 total clients; 190 em-
ployer clients; 40% with fewer than
500 employees, 39% with 500-999
employees, 13% with 1,000-2,499 em-
ployees, 6% with 2,500-4,999 employ-
ees, 2% with more than 5,000 employ-
ees.

Covered lives/reviewed admis-
sions: 200,000 employee benefit plan

Continued on next page
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lives; 16,400 total admissions re-
viewed.

Charges: Per employee, $1.45-$3;
per case: $85-$150.

Principal officers: William D.
Stief, president; Thomas L. Wiley,
chairman; Donald J. Barker, vp-PPO
development; Karen L. Mehl, vp-
quality assurance; Mary M. Hanley,
vp-marketing; Thomas C. Colvin, vp-
operations. *

Health Services Advisory
Group Inc.
301 E. Bethany Home Road, Suite
8-157. Phoenix, Ariz. 85012;
602-264-6382

Year founded: 1982.

Services provided: 18% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse · services; occasional hospital
bill audit, case management and con-
sulting; 1% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 81% of gross revenues from
providing other services.

Services reviewed: Group health
services: dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 89 total; 47 professionals,
including two physicians, 40 regis-
tered nurses, five medical records
technicians.

Clients: 39 total clients; 31 em-
ployer clients; 87% with fewer than
500 employees, 1% with 500-999 em-
ployees, 1% with 1,000-2,499 employ-
ees, 1% with 2,500-4,999 employees,
10% with more than 5,000 employees.

Covered lives/reviewed admis-

sions: 17,500 employee benefit plan
lives; 3,600 workers compensation
lives.

Charges: Per employee, per case.
Principal officers: Debra Nixon,

chief executive officer; Lawrence
Shapiro, president; Fred Christensen,
treasurer; Marshall Block, vp; Ed
Goldstein, secretary.

HealthCare COMPARE

3200 Highland Ave., Downers
Grove, Ill. 60515; 708-719-9000

Year founded: 1982; began pro-
viding utilization review services in
1984.

Services provided: Utilization
review services include frequent
preadmission certification, concur-
rent hospital treatment review,
length of stay determination, dis-
charge planning, second surgical
opinion: outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement; occasional retrospective re-
view, hospital bill audit.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 500 total; 347 professionals,
including 27 physicians, 250 regis-
tered nurses, 30 licensed practical
nurses, 40 medical records techni-
cians.

Clients: 12,000 total.
Covered lives/reviewed admis-

sions: 303,600 total admissions re-
viewed.

Branch offices: Sacramento,
Calif.; Savannah, Ga.

1989 gross revenues: $31.5 mil-
Lion total.

Charges: Per employee based on
number of employees.

Principal officers: Dr. Robert J.
Becker, chairman; James C. Smith,
president/chief executive officer;
John L. Krakauer, executive vp/chief
operating officer; Ronald H. Ga-
towich, executive vp/secretary/gen-
eral counsel; Joseph E. Whitters, vp-
finance.'chief financial officer.

Healthcare Review Corp.
9200 Shelbyville Road, Suite 215,
Louisville, Ky. 40222;
502-426-4888

Year founded: 1986.

Services provided: 65% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
lion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-

view, second surgical opinion, outpa-
tient service predetermination, case
management; occasional outpatient
psychiatric and substance abuse ser-
vices, ambulatory surgery review,
nursing home care review; 13% of
gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs;
22% of gross revenues from providing
utilization review services to hospi-
tals and nursing homes.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 18 total; 11 professionals,
including three physicians, seven re-
gistered nurses, one licensed practi-
cal nurse. One physician, six nurses
on a retainer basis.

Clients: 47 total clients; eight em-
ployer clients; 50% with fewer than
500 employees, 12.5% with 500-999
employees, 12.5% with 2,500-4,999
employees, 25% with more than 5,000
ennployees.

Covered lives/reviewed admis-
sions: 130,000 employee benefit plan

Continued on nezt page

Does Your Benefits Program
Benefit Your Bottom Line?

nly one PPO stops hospital costs from rising ata feverish pitch.
MedicalControl. Using our proprietary computer system. we pool
the purchasing power of employers across the country to freeze
rates at hospitals. and negotiate discounts... reducing costs as
much as 20-30% annually.

Our NetOne national provider network details line item
charges. So you can better control every benefits expenditure.
from aspirin to X-ray Our compensation is defived only from
actual savings realized.

MEDICALCONTROLINC.
For more information. call 214/352·2666 or write MedicalControl at

9649 Webb Chapel. Dallas. TX 75220.
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Cost containment programs are not enough
to win the game against ever increasing health care
costs. They do little to prevent the real, underlying
problems responsible for most of your
o®lnization's costs -- poor health.

Your best defense against rising health care
costs is to adopt a positive offensive game plan
that promotes good health. That's why more
businesses are induding StayWell health promotion
and employee assistance programs in their managed
health care strategy
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lives; 8,801 total admissions re-
viewed.

1989 gross revenues: $1.1 million
total.

Charges: Per emplo>ee, 75 cents-
$4; by the hour for case management,
$50-$150.

Principal officers: James C.
Rogers, president; Dr. Barbara Free-

man, medical director/vp.

HealthCare Strategies Inc.
9841 Brokenland Parway, Suite
105, Columbia, Md. 2- 046;
301-381-5430

Year founded: 1984.

Parent company: TPA of America
Inc.

Services provided: 85% of gross
revenues from providing utilization
review services to employers. includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay dgtermination,
discharge planning, retrospeetive re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric

and substance abuse services, case
management, prospective ambulatory
review, maternity review; 10% of
gross revenues from providing utili-
zation review services to insurance
companies, HMOs, PPOs or TPAs; 5%
of gross revenues from providing
other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 45 total; 20 professionals,
including six physicians, nine regis-
tered nurses, two medical records
technicians. Three physicians on a re-
tainer basis.

Clients: 81 total clients; 67·em-
ployer clients; 5% with fewer than
500 employees, 10% with 500-999
employees, 10% with 1,000-2,499 em-
ployees, 55% with 2,500-4,999 em-
ployees, 20% with more than 5,000
employees.

Covered lives/reviewed admis-

sions: 410,000 employee benefit plan
lives; 100 workers compensation
lives; 73,000 total admissions re-
viewed.

The most

1989 gross revenues: $1.9 million
total, $1.8 million from utiiiza.ion
review services.

Charges: Per employee, $1 25-
$2.60; per case for maternity rev.ew,
$225; large case management, $115-
$125.

Principal officers: Tom Greene
III, chairman-TPA of Ameri 2a En:.;
Elliot Weir, chief operating offizer-
TPA of America Inc.; Janice K. Al-
bert, president; William P. Keenan,
VP.

Healthmarc Inc.
P.O. Box 1459, Minneapolis, Min-1.
55440; 612-936-1205

Yearfounded: 1983.

Parent company: United Heal:h-
Care Ccrp.

Services provided: 70% of re,.-e-
nues fr)m providing utilization ye-
view services to employers, including
frequent preadmission certification,
concurrent hospital treatment re-
view, length of stay determ:nation,
discharge planning, retrospective re-
view, second surgical opinion ou-ya-
tient service predetermination, out-
patient psychiatric and substance

innovative name
in maintenance
prescription
drug programs

abuse services, case management, oc-
casional hz)spital bill audit, high-risk
pregnancy screening and manage-
ment, skil_ed nursing facility review:
30% of revenues from providing utili-
zat: on review services to insurance
companies, HMOs, PPOs or TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers cornpensa-
tior./disability.

Staff: 111 total; 73 professionals.
including two physicians, 70 regis-
tered nurses, six medical records
technicians. Eight physicians on a re-
tainer basis.

Clients: 375 total clients; 323 em-
ployer clients.

Branch offices: Pasadena, Calif.
Principal officers: Mark Tierney,

president; Carol Hampton, vp-opera-
tions; Glenda Garrard, vp-workers
compensation; Dr. Fred Mosley, med-
ical director.

HealthNetwork inc.

1420 Kensington Road, Suite 203,
Oak Brook, 111. 60521;
708-954-2900; 800-345-7848

Year founded: 1985.

Before prescribing a mail-order maintenance drug
program for your employees, lean more about tte
benefits that make FlexRx the most innovative name

in prescription benefit programs: unique walk-in store
feature, drug utilization reviews, computerized patient
profiles and electronic claims filing. FlexRx suits your
benefit needs and saves you money.

Call Linda Schuetz, R.Ph., at 800-634-9704,
for additional information.

1*zr
Flexibility ivi a Maintenance

Prescription Drug Program

Seryices provided: 5% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica- .
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, ambulatory review; occa-
sional retrospective review, hospital
bill audit, outpatient service prede-
termination, outpatient psychiatric
and substance abuse services, case
management; 15% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 80% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Five total; four profes-
sionals, including one physician,
three registered nurses. One nurse on
a retainer basis.

Clients: 130 total clients; 30 em-
ployer clients; 95% with fewer than
500 employees, 2% with 500-999 em-
ployees, 2% with 1,000-2,499 employ-
ees, 1% with 2,500-4,999 employees.

Covered lives,'reviewed admis-
sions: 35,000 employee benefit plan
lives; 2,100 total admissions re-
viewed.

Charges: Per employee per month,
$1.80-$2.25; $65-$200 per hour for
large case management; $22 per
$1,000 for hospital bill audits.

Principal officers: George C.
Phillips Jr., president/chief executive
officer; Donna Wolak, vp-finance/
chief financial officer.

Healthpass PPA
905 Governor Road, Suite 301,
Hershey, Pa. 17033-2306;
717-531-6950

Year founded: 1986.

Parent company: Healthpass Inc.
Services provided: 55% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, case management; occasional
second surgical opinion, hospital bill
audit, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services; 38% of
gross revenues from providing uti-
lization review services to insurance
companies, HMOs, PPOs or TPAs; 7%
of gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability.

Staff: 10 total; professionals in-
clude one physician, four registered
nurses.

Clients: Six total clients, all em-
ployer clients; 33.3% with fewer than
500 employees, 16.7% with 500-999
employees, 16.79 with 2,500-4,999
employees, 33.3% with more than
5,000 employees.

Covered lives/reviewed admis-
sions: 75,000 employee benefit plan
lives; 5,700 total admissions re-
viewed.

1989 gross revenues: $400,000
total, $372,000 from utilization re-
view services.

Charges: Per employee, 92 cents-
$1.50; per case, $30 and up.

Principal officers: Gary J. Dillon,
vp-Healthpass Inc./director-Health-
pass PPA.

HealthPro Inc.

10 Mechanic St., Worcester, Mass.
01608; 508-757-5440

Year founded: 1975; began pro-
viding utilization review services in
1976.

Parent company: HealthPro Inc.
Services provided: 90% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, quality review, quality
assurance assessment, pre-surgical
screening; 10% of gross revenues
from providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 90 total; 75 professionals,
including one physician, 50 regis-
tered nurses, five medical records

Continued on next page
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technicians. 50 physicians on a re-
lainer basis.

Clients: 10% with 2,500-4,999 em-
ployees, 90% with more than 5,000
employees.

Covered lives/reviewed admis-

sions: 50,000 total admissions re-
viewed.

Branch offices: Columbus, Ohio.
1989 gross revenues: $3.5 million

total.

Charges: Per employee, $1.25-
$1.75; per case per hour, $125.

Principal officers: Michele
Stranger-Hunter, president; Gary N.
Lapidas, executive vp/chief execu-
tive vp; Barbara Ladon, vp/director-
marketing.

The Holman Group
6900 Owensmouth Ave., Canoga
Park, Calif. 91303; 818-704-1444

Year founded: 1979; began pro-
viding utilization review services in
1981.

Services provided: 15% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, outpatient ser-
vice predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management; occasional
retrospective review, hospital bill
audit; 15% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 70% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disabllity.

Staff: 70 total; professionals in-
clude five physicians, one registered
nurse, two licensed practical nurses,
five medical records technicians. 50

physicians, three nurses on a retainer
basis.

Clients: 100 total clients; 40 em-

ployer clients; 10% with fewer than
500 employees, 10% with 500-999
employees, 60% with 1,000-2,499 em-
ployees, 10% with 2,500-4,999 em-
ployees, 10% with more than 5,000
ennployees.

Covered lives/reviewed admis-

sions: 500,000 employee benefit plan
lives; 50 workers compensation lives;
25,000 total admissions reviewed.

Branch offices: Las Vegas, Nev.;
Riverside, San Francisco, San Diego,
Torrance, Downey and Pasadena,
Calif.; Phoenix, Ariz.

1989 gross revenues: $5 million
total, $1.5 million from utilization re-
view services.

Charges: Per employee, 75 cents-
$3.50; per case, $160-$450.

Principal officers: Dr. Ron Hol-
man, president/chief executive offi-
cer; Linda Holman, vp/chief finan-
cial officer; Marylin Kingston, senior
vp; Dr. Marilynne Rosen, vp-clinical
services.

1

IPRO National
Medical Review

95-25 Queens Blvd., 10th Floor,

Rego Park, N.Y. 11374;
718-896-7230

Year founded: 1983.

Parent company: Island Peer Re-
view Organization.

Services provided: 20% of gross
revenues from providing utilization
review·services to employers, includ-
ing frequent preadmission certifica-
tion, retrospective review, hospital
bill audit, outpatient service prede-
termination; occasional concurrent

hospital treatment review, length of
stay determination, discharge plan-
ning, second surgical opinion, out-
patient psychiatric and substance
abuse services, case management;
DRG validation, medical coding
audits; 70% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 10% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability.

Staff: 350 total; 250 professionals,
including five physicians, 200 regis-
tered nurses, 20 medical records

technicians; 550 physicians, 30
nurses on a retainer basis.

Clients: 40 total clients; 10 em-
ployer clients; 20% with fewer than

500 employees, 10% with 500-999
employees, 20% with 1,000-2,499 em-
ployees, 40% with 2,500-4,999 em-
ployees, 10% with more than 5,000
employees.

Branch offices: Albany, Syracuse,
Rochester and Buffalo, N.Y.

1989 gross revenues: $30 million
total, including parent company rev-
enues.

Charges: Per employee, per case,
flat annual fee.

Principal officers: Theodore 0.
Will, executive vp.

Independent Dental
Consultants

301 N. Harrison St., Suite 8173,
Princeton, N.J. 08540;
201-286-9210

Year founded: 1987.

Services provided: 25% of gross
revenues from providing utilization
review services to employers, includ-
ing retrospective review, outpatient
service predetermination, alternative
benefit reviews, claims review; 50%
of gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs;
25% of gross revenues from providing
other services.

Services reviewed: Dental ser-

vices.

Staff: Six total; all professionals,
including five physicians, one regis-
tered nurse.

Charges: Per case, $13-$16; per-
cent of savings, 25%.

Principal officers: Dr. Kenneth
O'Connor, president.

Integrated Psych Care Inc.
5330 Heatherdowns Blvd., Suite

100, Toledo, Ohio 43614;
419-865-2444

Year founded: 1986; began pro-
viding utilization review services in
1987.

Services provided: Utilization
review services offered to employ€rs
include frequent preadmission certi-
fication, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning,
retrospective review. hospital bill
audit, outpatient service predeter-
mination, outpatient psychiatric and
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substance abuse services, case man-
agement; 25% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 75% of gross revenues from
providing other services.

Services reviewed: Psychiatric
and substance abuse services.

Staff: 10 total; professionals in-
clude two physicians, eight registered
nurses.

Clients: Three total clients.

Covered lives/reviewed admis-

sions: 100,000 employee benefit plan
lives; 580 total admissions reviewed.

1989 gross revenues: $2.5 million
total, $600,000 from utilization re-
view services.

Charges: Per employee, 63 cents-
$1; per case, $250-$350; per enrol-
lee per month, 30 cents-50 cents.

Principal officers: Jacquelyn T.
Ayers, president; James King, secre-
tary/treasurer.

Intracorp
1205 Westlakes Drive, Suite 300,
Berwyn, Pa. 19312; 215-889-2600

Year founded: 1970.

Parent company: CIGNA Corp.
Services provided: 15% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case

management; DRG review, provider
bill audits; 85% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 4,000 total; all professionals,
including 20 physicians, 1,612 regis-
tered nurses.

Covered lives/reviewed admis-

sions: 13 million employee benefit
plan lives; 135,000 workers compen-
sation lives; 692,043 total admissions
reviewed.

Continued on next page

Whenitcomes

to emloyee
benefus, ny
conpames are
laying do Jthelaw

Companies all across the United States are put-
ting Hyatt Legal Plans into their employees' hands.

They're offering the low-cost employee benefit
that takes the fear out of legal fees and puts the power
of our attorneys to work for their employees.

A Hyatt Legal Plan is an easy-to-administer
benefit that helps your employees with some of the
most stressful legal problems. Divorce Wills. Acci-
dents. Buying a home Tramc matters. Stress-related
problems that distract employees from their work.

Hyatt Legal Plans make it easy for your employees
to see an attorney Your employees just call our 800
number. They're directed to our most conveniently
located office And with over 170 Hyatt offices with
evening and Saturday hours and more than 700
specially selected participating law firms were

very convenient. And with no claim forms, no
deductibles, no confusing procedures we're very
easy to use

We're convenient for you, too. We do all the ad-
ministration, with no hassles to your benefits depart-
ment. Hyatt Legal Plans can be custom-tailored for
your company and your employees. From basic to
comprehensive Employer-funded or employee- paid
by voluntary deduction.

So discover why more companies choose Hyatt
Legal Plans than any other legal benefit available

You'll be in good company laying down the law
for your employees with a Hyatt Legal Plan. Call or
write today for more information. Jim Snyder, Hyatt
Legal Services, 1215 Superior Avenue, Cleveland,
Ohio 44114, 1-216-694-4400.

HYATT LEGAL PLANS
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Branch offices: Main offices in

Atlanta, Dallas, Chicago, Los An-
geles and Philadelphia; 115 addi-
tional offices in the United States,
Canada and Australia.

1989 gross revenues: $225 million
total.

Charges: Per employee, per case,
percent of savings.

Principal officers: Warren D.
Fuller, president/chief executive offiL
cer; Richard A. Anderson, executive
vp-operations; Gregery J. Riedi, se-
nior vp/director-marketing; Kath-
erine S. Perry, senior vp/chief finan-
cial officer; Donald M. Duford,
senior vp/sales; Claire Annechin:,
vp-information systems; Fred B.
Pluckhorn, vp-human resources.

K

Kepple & Co. Inc.
20 W. Fifth St, Peoria, Ill. 61602;
309-673-7330

Year founded: 1982; began pro-

viding utilization review services in
1986.

Parent company: Procter Health-
care Inc.

Services provided: 13% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning; occasional retro-
spective review, second surgical
opinion, hospital bill audit, case
management; 87% of gross revenues
from providing other services.

Services reviewed: Group health
services.

Staff: Six total; professionals in-
clude one physician, four registered
nurses, one medical records techni-
cian.

Clients: 37 total clients, all em-
ployer clients; 86% with fewer than
500 employees, 8% with 500-999 em-
ployees, 6% with 1,000-2,499 employ-
ees.

Covered lives/reviewed admis-

sions: 12,000 employee benefit plan
lives; 2,200 total admissions re-
viewed.

San Marcos

Treatment

Center

isthelast

place
you Should
send them.

1989 gross revenues: $23 million
total, $281,569 from utilization re-
view services.

Charges: Per employee, $1.85-
$2.95.

Principal officers: Michael D.
Kepple, president; Norm Laconte,
chairman; Kevin Roberts, vp/secre-
tary/treasurer.

Key Care Health Resources
5587 W. 73rd St., Indianapolis, Ind.
46268; 317-298-6600;
800-367-4207

Year founded: 1986; began pro-
viding utilization review services in
1987.

Parent company: The Associated
Group.

Services provided: 51% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission eertifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, outpatient service predeter-
mination, medical case management,
psychiatric and substance abuse case

When dealing with a costly catastrophic claim, you'll be glad you
know about San Marcos Treatment Center. Because we stop the
revolving door many insurers face when finding psychiatric care for
difficult-to-treat young people.

As the oldest of the nationally recognized Brown Schools Hospitals,
we've been helping emotionally disturbed youngsters for over 45 years.
Our well trained, seasoned specialists are strong on discharge planning
and case management. Our cost-efficient treatment translates into
results and that shows up on your bottom line.

The San Marcos Treatment Center isn't for every youngster. But for
those whose multiple hospitalizations have shown little for the money
spent, we can make the difference. Our credentials, our track record
and our costs speak for themselves.

Call San Marcos Treatment Center for your next psychiatric outlier.
1-800-251-0059.

management, health promotion and
wellness programs, prenatal care co-
ordination, information and referral
for senior citizens; occasional retro-
spective review, outpatient psychiat-
ric and substance abuse services; 13%
of gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs;
36% of gross revenues from providing
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 120 total; 105 professionals,
including four physicians, 63 regis-
tered nurses, one licensed practical
nurse; 52 physicians on a retainer
basis.

Clients: 35 total clients; 32% with
fewer than 500 employees, 26% with
500-999 employees, 27% with 1,000-
2,499 employees, 10% with 2,500-
4,999 employees, 5% with more than
5,000 employees.

Covered lives/reviewed admis-

sions: 1 million employee benefit
plan lives: 65,500 total admissions
reviewed.

Charges: Per employee, 35 cents-

San Marcos Treatment Center

0 A Brown SchoolsPsychiatric Hospital

R O. Box 768

San Marcos,

Texas 78667-0768

Accredited by the Joint Commission on Accreditation of Healthcare Organizations

$3.96; per case, $500-$3,000; percent
of savings.

Principal officers: Richard
Huber, chairman.

M

MCC Cos. Inc./

PsychPACER Inc.
1401 W. 76th St., Minneapolis,
Minn. 55423; 612-861-9500.

Year founded: 1974; began pro-
viding utilization review services in
1986.

Parent company: CIGNA Corp.
Services provided: 1% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, outpatient ser-
vice predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management; occasional
retrospective review, hospital bill
audit; 2% of gross revenues from pro-
viding utilization review services to
insurance companies, HMOs, PPOs or
TPAs; 97% of gross revenues from
providing other services.

Services reviewed: Psychiatric
and substance abuse services, work-
ers compensation/disability.

Staff: Nine total; all professionals,
including seven registered nurses.
Three physicians on a retainer basis.

Clients: 16 total clients; three em-
ployer clients; 25% with 500-999 em-
ployees, 75% with more than 5,000
ernployees.

Covered lives/reviewed admis-

sions: 350,000 employee benefit plan
lives; 2,500 total admissions re-
viewed.

1989 gross revenues: $37.7 mil-
lion total, $1 million from utilization
review services.

Charges: Per Employee per month,
25 cents-55 cents; per ease, $90-$100
per hour.

Principal officers: Terry Wills,
president; Julian Cohen, vp-opera-
tions support; Mark Tidgewell, fi-
nance officer; Joe Strahn and Randy
Cox, vps-operations.

Managed Care
Administrators

12651 High Bluff Drive, San Diego,
Calif. 92129,65 9-259-1933

Year founded: 1988.

Services provided: Utilization
review services offered to employers
include frequent preadmission certi-
fication, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning,
retrospective review, second surgical
opinion, case management; occa-
sional hospital b:11 audit, outpatient
service predetermination, outpatient
psychiatricand substance abuseser-
vices; 5% of gross revenues from pro-
viding utilization review services to
insurance companies, HMOs, PPOs or
TPAs; 95% of gross revenues from
providing other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services.

Staff: Five total; five profes-
sionals, including one physician,
three registered nurses, one licensed
practical nurse; 15 physicians on a
retainer basis.

Clients: 70 total clients; 50% with
fewer than 500 employees, 30% with
500-999 employees, 20% with 1,000-
2,499 employees.

Covered lives/reviewed admis-

sions: 53,000 employee benefit plan
lives.

Charges: Per employee, $1.25-
$1.75.

Principal officers: Raymond E.
Hughes, chairman/chief executive of-
ficer; Dr. Edward M. Bosanac, presi-
dent/chief operating office.

Managed Care Consultants
1321 S. Maryland Parkway, Las
Vegas, Nev. 89104; 702-384-0800

Year founded: 1987; began pro-
viding utilization review services in
1988.

Services provided: 20% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-

Continued on next page
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determination, outpatient psychiatric
and substance abuse services, case

management; 60% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 20% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: Nine total; four profes-
sionals, including three registered
nurses, one medical records techni-

cian; one physician, one nurse on a
retainer basis.

Clients: Seven total clients; 60%
with fewer than 500 employees, 40%
with 500-999 employees.

Covered lives/reviewed admis-

sions: 25,000 employee benefit plan
lives; 1,775 total admissions re-
viewed.

Branch offices: Reno, Nev.
Charges: Per employee.
Principal officerd: Joe Lawrence,

president; Gerald W. Kring, vp.

Massachusetts Peer

Review Organization
300 Bear Hill Road, Box 9007,
Waltham, Mass. 02254-9007;
617-890-0011

Year founded: 1985; began pro-
viding utilization review services in
1986.

Parent company: Massachusetts
Medical Society.

Services provided: 1% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, hospital bill audit, outpatient
service predetermination, ambula-
tory surgery review, level of care de-
termination for Medicare, quality as-
surance; occasional second surgical
opinion, outpatient psychiatric and
substance abuse services; 99% of
gross revenues from providing utili-
zation review services to insurance

companies, HMOs, PPOs or TPAs.
Services reviewed: Group health

services, dental services, psychiatric
and substance abuse services.

Staff: 135 total; 97 professionals,
including three physicians, 65 regis-
tered nurses, 11 licensed practical
nurses; 210 physicians on a retainer
basis.

Clients: Three total clients.

Covered lives/reviewed admis-

sions: 800,000 employee benefit plan
lives, 65,000 total admissions re-
viewed.

Branch offices: West Springfield
and Middleboro, Mass.

1989 gross revenues: $6.3 million
total.

Charges: Per employee, per case,
flat annual fee.

Principal officers: Dr. Brenda E.
Richardson; Dr. Guenter Spankne-
bel, vp; Dr. Irving Weissman, trea-
surer; Dr. Eugene LaLancette, clerk.

Medical Claims
Review Services

7910 Woodmont Ave., Suite 700,
Bethesda, Md. 20814;
301-913-0002; 800-356-2775

Year founded: 1984.

Services provided: 5% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent retrospective review;
occasional concurrent hospital treat-
ment review, length of stay determi-
nation, second surgical opinion, hos-
pital bill audit, outpatient service
predetermination, case management,
retrospective lost time analysis; 92%
of gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs; 3%
of gross revenues from providing
other services.

Services reviewed: Dental ser-

vices, chiropractic services, workers
compensation/disability.

Staff: 31 total; 26 professionals,
including four physicians, five regis-
tered nurses, seven medical records
technicians; 50 physicians, 15 nurses
on a retainer basis.

Clients: 556 total clients; 10 em-

ployer clients; 100% with more than
5,000 employees.

1989 gross revenues: $2.7 million
total, $2.6 million from utilization
review services.

Principal officers: Dr. Ronald E.
Gots, chairman; George Attridge,
president; Thomas C. McCarthy and

Dr. Ignatio Rodriguez, executive vps;
John J. Madigan, vp

Medical Cost

Management Corp.
122 S. Michigan Ave., Suite 1200;
Chicago, 111. 60603; 312-341-0217

Year founded: 1986.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, case management; oc-
casional outpatient service
predetermination, outpatient psychi-
atric and substance abuse services;
15% of gross revenues from providing
utilization eview services to insur-

ance companies, HMOs, PPOs or
TPAs; 35% of gross revenues from
providing oth€r services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services. chiro-

practic services, workers compensa-

tion/disability, podiatric services.
Staff: 15 total; professionals in-

clude four physicians, four registered
nurses, one licensed practical nurse;
350 physicians, 45 nurses on a re-
tainer basis.

Clients: 140 total clients; 75 em-
ployer clients; 75% with fewer than
5100 employees, 10% with 500-999
employees, 10% with 1,000-2,499 em-
ployees, 5% with 2,500-4,999 employ-
ees.

Charges: Per employee, 80 cents-
$1.45.

Principal officers: Michael J.
O Connor, president; Dr. Andrew J.
Brislen, vp; Dr. David S. Fox, secre-
tary; Dr. C. Larkin Flanagan, trea-
su.rer.

Medical Foundation
Services Inc.

3625 N.W. 82nd Ave., Suite 211,
Miami, Fla. 33166; 305-593-0404

Year founded: 1973.

Services provided: 70% of gross
re,enues from providing utilization
review services to employers, includ-
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ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case

management; 10% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 20% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-

practic services, workers compensa-
tion/disability.

Staff: 50 total; 40 professionals,
including two physicians, 20 regis-
tered nurses, 10 licensed practical
nurses, eight medical records techni-
cians. Seven physicians, three nurses
on a retainer basis.

Clients: 250 total clients; 200 em-
ployer clients; 50% with fewer than
500 employees, 25% with 500-999
employees, 10% with 1,000-2,499 em-
ployees, 10% with 2,500-4,999 em-

ployees, 5% with more than 5,000 em-
ployees.

Covered lives/reviewed admis-

sions: 150,000 employee benefit plan
lives; 50,000 workers compensation
lives; 20,800 total admissions re-
viewed.

1989 gross revenues: $2 million
total, $1.6 million from utilization re-
view services.

Charges: Per employee, $1-$1.35;
per case, $50-$75; retrospective re-
view, $55 per hour.

Principal officers: John Sforza,
executive director; Lois Osman, op-
erations director; Richard N. Die-

trich, marketing director.

Medical Review Corp.
237 South St., Morristown, N.J.
07960; 201-267-2233

Year founded: 1982; began pro-
viding utilization review services in
1984.

Services provided: 40% of gross
revenues from providing utilization
review services to employers, includ-

Continued on next page

We saveMoore
time,Moore money

andmore
The people at Moore manu-

facture business forms.

And they pride themselves
on being as good at peoplework
as they are at paperwork. So
when Moore came to Parkside

I for healthcare management,
we developed a very personal
approach to cutting costs.

Under our Patient Services
Program, Moore employees
who need hospital care receive
individual counseling from a
healthcare professional. There's
a medical information hotline,
a second opinion program, util-
ization review and more. It

helps employees make knowl-
edgeable decisions about health-
care, assuring them the most
cost-effective treatment.

Finding value in quality care.
That's how Parkside saves

Moore time and Moore money.
Call Parkside today to find out
how we can do the same for

your company... and more.

Call Parkside for more
information at 1-800·843.1978.

Parkside Health \-

Management Corporation
205 W. Touhy Ave., Park Ridge, IL 60068

Finding value inquality care.
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Health Care Costs Eating You Up?

- Make CoMed Your First Line of Defense!

Offering:

• A Preferred Provider Network - available in

many of Ohio's major metropolitan areas.

• Catastrophic Case Management - special
emphasis on Mental Health and Substance
Abuse.

• Data Analysis - helping you understand
your claims experience.

• Focused Outpatient Review - monitoring
the utilization of outpatient services.

• Hospital Utilization Review.

3
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ASPME][?
-177 525 Metro Place North • Dublin, Ohio 43017

4 1.2 614/766-0061, ext. 256

Sail with the Pro's!

A full cargo of professional benefits for benefits professionals!

April 29-May 4

4.@89(5)(RE
Il/ ound 1990

• Targeted seminars...in health care cost control. managed care, long-term
disability, retiree benefits, and more

• Speakers from government and industry

• Special Session: A Look at the 21st Century
-with futurist Daniel Burrus

• Trade Exhibition... featuring state-of-the-art products and services from
leading suppliers

28th Annual Risk Management and Employee Benefits Conference
(Detailed Conference and Exhibitors' brochures (212) 286-9292)

*f Risk and
7hiswance
IFI Mmagement
I f Sociem Inc

205 E. 42nd St., New York, NY 10017 * (2121 286-9292 * Fax (212) 986-9716
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ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
dis=harge planning, second surgical
opinion, outpatient service predeter-
mination, outpatient psychiatric and
sutstance abuse services, case man-
ag€ment; occasional retrospective re-
view, hospital bill audit, skilled
nursing, rehabilitation, DRG valida-
tion, aggregate audits; 40% of gross
revenues from providing utilization
re\iew services to insurance com-

panies, HMOs, PPOs or TPAs; 20% of
grc ss revenues from providing other
services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services: chiro-
practic services.

Clients: 15% with fewer than 500

employees, 20% with 500-999 em-
ployees, 30% with 1,000-2,499 em-
pleyees, 20% with 2,500-4,999 em-
ployees, 15% with more than 5,000
employees.

Charges: Per employee, per case,
percent of savings.

Principal officers: Marc Allen,
chief executive officer.

Medical Review Institute
of America

370 E.,3900 S., Suite 300, Salt
-ake City, Utah 84107;
300-654-2422

Year founded: 1982.

Services provided: 15% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent length of stay determi-
nation, retrospective review, outpa-
tient service predetermination.
outpatient psychiatric and substance
abuse services, outpatient medical
claims review, outpatient surgical fa-
cility review; 80% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 5% of gross
revenues from providing other ser-
vices.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, 'chiro-
practic services, workers compensa-
tion/disability, home health care.
pharmaceutical services, durable
medical equipment.

Staff: 30 total.

Clients: 605 total clients. 25 em-

ployer clients; 25% with 1,000-2,499
employees, 50% with 2,500-4,999 em-
ployees, 25% with more than 5,000
employees.

Charges: Per hour.
Principal officers: Bill Low, pres-

ident; Dr. Robert Maddock, medical
director; Diane Hoyle, executive vp/
general manager.

Medicus Resource

Management
Sixth and Spruce Streets, Reading,
Pa. 19601; 215-372-8417

Year founded: 1989.

Parent company: Berkshire
Health Plan.

Services provided: 100% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, second surgical
opinion, outpatieni service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement, return to work programs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensazion/disability.

Staff: Four total; professionals in-
clude one physician, two registered
nurses; five physicians, three nurses
on a retainer basis

Clients: 19 total clients; 17 em-
ployer clients, 70.5% with fewer than
500 employees, 23.5% with 500-999
employees, 6% with 2,500-4,999 em-
ployees.

Covered lives/reviewed admis-

sions: 7,500 employee benefit plan
lives.

1989 gross revenues: $45,000
total.

Charges: Per employee, $1.40-
$1.80.

Principal officers: Edward J.
Wargo, president; C. Harold Cohn,
medical director; Linda Kloap, utili-
zation review supervisor.

MedCost Inc.

2150 Country Club Road, Suite
160, Winston-Salem, N.C. 27104;
919-721-1844

Year founded: 1983; began pro-
viding utilization review services in
1984

Services provided: 14% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, case management; occa-
sional retrospective review; 55% of
gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs;
31% of gross revenues from providing
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 16 total; professionals in-
clude six registered nurses; one phys-
ician, one nurse on a retainer basis.

Clients: 20 total clients; eight em-
Continued on net page

When Common Problems

Require Special Solutions...

*STAAINSURANCE

< COMPANY*
dedicated exclusively to

* ASSOCIATION PROGRAMS

* RISK RETENTION GROUPS

* CAPTIVES

* INSURED PROGRAMS

* PROGRAM MANAGEMENT

* REINSURANCE

"The Right Track"
For information and our video tape, contact:

ROSITA STEELE or DICK MARSHALL

STAR INSURANCE COMPANY

24370 Northwestern Hwy., Southfield, MI 48075

(800) 482-2726 (313) 358-4020
·Admitted in most states
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ployer clients; 37% with fewer than
500 employees, 50% with 500-999
employees, 13% with 2,500-4,999 em-
ployees.

Covered lives/reviewed admis-

sions: 150,382 employee benefit plan
lives; 7,987 total admissions re-
viewed.

Branch offices: Charleston, S.C.
Charges: Per employee, $1.10-

$1.45; by the hour for case manage-
ment, $55-$70.

Principal officers: Otto W.
Mueller, president; Billie J. Davis,
VP.

MedReview

114 Fifth Ave., New York, N.Y.
10011; 212-691-4300

Year founded: 1974.

Parent company: New York
County Health Services Review Or-
ganization.

Services provided: 70% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, hospital bill audit, outpatient
service predetermination, DRG vali-
dation, claims review, data analysis;
occasional second.surgical opinion,
outpatient psychiatric and substance
abuse services, case management;
20% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
TPAs; 10% of gross revenues from
providing other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability, home health care, po-
diatry services.

Staff: 79 total; 44 professionals,
including 14 physicians, 20 registered
nurses, 10 medical records techni-

cians. 25 physicians, 10 nurses on a
retainer basis.

Clients: 31 total clients; 20 em-
ployer clients; 45% with fewer than
500 employees, 13% with 500-999
employees, 3% with 1,000-2,499 em-
ployees, 3% with 2,500-4,999 employ-
ees, 36% with more than 5,000 em-

ployees.
Covered lives/reviewed admis-

sions: 63,300 total admissions re-
viewed.

1989 gross revenues: $4 million
total, $3.5 million from utilization
review services.

Charges: Per case, $35-$500; con-
tingency fees.

Principal officers: Dr. Albert F.
Keegan, chairman; Dr. Albert
Schwartz, vice chairman; Dr. Ri-

chard Bonforte, secretary; Dr. Lowell
E. Bellin, treasurer.

Med-Services

Management Co.
One Bala Ave., Suite 4-C, Bala
Cynwyd, Pa. 19004; 215-667-5155

Year founded: 1984.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
lion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, DRG
review and validation; occasional
case management; 50% of gross reve-
nues from providing utilization re-
view services to insurance com-

panies, HMOs, PPOs or TPAs.
Services reviewed: Group health

services, psychiatric and substance
abuse services, chiropractic services.

Staff: 20 total.

Clients: 60 total clients.

1989 gross revenues: $1.5 million
total.

Principal officers: Robert D.
Bauer, chief executive officer; Mary
Kay Dunne, vp; Kevin O'Brien, mar-
keting director.

MedTrac Inc.

1300 Godward St. N.E., Suite
3000, Minneapolis, Minn. 55413;
612-379-4145; 800-866-8181

Year founded: 1969.

Parent company: Corroon &
Black Corp. and The Foundation for
Health Care Education.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-

tion, concurrent hospital treatment
review, length of stay determination,
diacharge planning, retrospective re-
view, second surgical opinion, hospi-
tai bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management; 50% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 41 total; 26 professionals
who are registered nurses; 700 phys-
icians on retainer.

Clients: 500 total clients.
Covered lives/reviewed admis-

sions: 250,000 employee benefit plan
lives; 20,000 workers compensation
lives; 30,000 total admissions re-
viewed.

Branch offices: Atlanta; Nash-
ville, Tenn.

Charges: Per employee, 90 cents-
$1.65; per case, $65-$100; by the
hour, $65-$130.

Principal officers: Ronald G. Ca-
meron, president/chief executive of-
ficer; Elizabeth A. Bothereau, vp/
director-admissions; Patricia L.
Hanson, vp/director-research/devel-
opment/quality control.

MED-VALU by MHC
650 Shawan Falls Drive, Dublin,
Ohio 43017; 800-447-3459
Year founded: 1987.

Services provided: 40% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, outpatient ser-
vice predetermination, outpatient
psychiatric and substance abuse ser-
vices; occasional retrospectiye re-
view, second surgical opinion, case
management; prospective physicians
utilization review; 40% of gross reve-
nues from providing utilization re-
view services to insurance com-
panies, HMOs, PPOs or TPAs; 20% of
gross revenues from providing other
services.
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Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Stafft 25 total; all professionals,
including two physicians, 23 regis-
tered nurses; five physicians on a re-
tainer basis.

Clients: 25 total clients; eight em-
ployer clients; 5% with fewer than
500 employees, 25% with 500-999
employees, 25% with 1,000-2,499 em-
ployees, 30% with 2,500-4,999 em-
ployees, 15% with more than 5,000
employees.

Covered lives/reviewed admis-

sions: 182,000 employee benefit plan
lives; 8,000 workers compensation
lives; 31,000 total admissions re-
viewed.

Branch offices: Berea and Cleve-
land, Ohio; Norristown, Pa.

1989 gross revenues: $1.1 million
total, $800,000 from utilization re-
view services.

Charges: Per employee, $1-$1.25;
per nurse per month, $7,000 for
10,000 insureds and dependents.

Principal officers: Michael Linde,
president; Mary Ellen O'Grady, vp-

f you think
back pain hurts,
take a look at

the price ta
$40 BILLION. That's the estimated

annual cost of legal, medical, disability,
indemnity, Workers' Compensation and
Social Security payments. It makes low-
back disorders our nation's most costly
benign disease

CYBEX Back Testing, Rehabilitation &
Screening is the clinically-proven way co
cut upwardly spiraling back care costs.
CYBEX Back Systems supply accurate,
reproducible documentation of injury
and functional capabilities in disability
compensation cases. And they have ,
revolutionized preplacement screening, /
preventive back conditioning and low-
back rehabilitation.

CY

00
CY

00

Continued CYBEX testing measures progress and verifies when rehabilitation is
complete CYBEX back care can help prevent further injury, avoid costly surgery,
provide effective rehab and return the injured to the job market, The result: your
company saves money

Refer your employees or claimants for CYBEX Back Testing Rehabilitation & Screen-
ing. You'll find that the cost of low-back injuries can be considerably less painful.

For more in formation about CYBEX Back Systems and the location of facilities using
them, write to Estelle Baum, RN, CIRS.

CVEX 2100 Smithtown Avenu4 POBox 9001 Ronkonkorna, NY 11779-0903 • 1-800-645-5392
In Canada 1-800-227-9547 0 International Depariment • 516-737-5902 • TWX 510 228 7198 • FAX 516-737·5908
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sales; Frank Anzelmo, vp-systems.

MedWatch Inc.

101 Sunnytown Road, Suite 201,
Casselberry, Fla. 32707;
407-331 -1500

Year founded: 1988.

Services provided: 80% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, length of stay determination,
discharge planning, case manage-
ment; occasional concurrent hospi-
tal treatment review, retrospective
review, second surgical opinion, hos-
pital bill audit, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services;
20% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: Five total; all registered
Continued on next page
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*

CONNIE LEHANE HEADS
SRRF MANAGEMENT

*

SRRF Management Incorporated is pleased to
announce the appointment of Cornelius J. Lehane
as President and Chief Operating Officer.

Connie adds the wealth of knowledge and
expertise gained in his seven-year experience managing
CIGNA RE's Special Risk Reinsurance in Philadelphia
to SRRF's already considerable capabilities.

*

SRRF Management is an authorized Underwriting
Manager for the Special Risk Reinsurance Facility
and General American Life Insurance Company,
offering a variety of Accident and Health and Special
Risk Reinsurance products. SRRF accepts facultative
or treaty business on both a proportional and excess
basis. Underwriting limits: $3,000,000 per person;
$30,000,000 per occurrence.

*

SRRF Management Incorporated is an open market
for Authorized Reinsurance Intermediaries and all

insurance carriers on a direct basis.

Please call Connie at our Philadelphia office:
(215) 563-2365 or (215) 563-2374.

ry
SRRF
6- -A

SRRF Management Incorporated
Woburn, Massachusetts • Phone: (617) 937-0222
New York, New York • Phone: (212) 840-2460

*
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nurses; one physician, one nurse on a
retainer basis.

Clients: 10 total clients; two em-
ployer clients; 60% with fewer than
500 employees, 20% with 500-999
employees, 10% with 1,000-2,499 em-
ployees, 10% with 2,500-4,999 em-
ployees.

Covered lives/reviewed admis-
sions: 15,000 employee benefit plan
lives; 3,000 workers compensation
lives; 1,000 total admissions re-
viewed.

1989 gross revenues: $200,000
total.

Charges: Per employee per month,
$1-$1.50.

Principal officers: Lynn Jennings,
president; William Laurie, secretary.

Metropolitan Life
Insurance Co.-

Managed Care
Services Group
276 Post Road W., Westport,
Conn. 06880; 203-454-6100

Year founded: 1881; began pro-
viding utilization review services in
1984.

Parent company: Metropolitan
Life Insurance Co.

Services provided: Utilization
review services include frequent
preadmission certification, concur-
rent hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, ambulatory review,
prenatal program.

Services reviewed: Group health
, services, psychiatric and substance

abuse services, chiropractic services.
Staff: 25 physicians, 611 registered

nurses. 24 physicians on retainer.
Covered lives/reviewed admis-

sions: 633,000 total admissions re-
viewed.

Charges: Per employee per month,
28 cents-$1.82.

Principal officers: Robert Cher-
now, vp-Managed Care Services
Group, Dr. Paul Frankel, national
medical director.

MultiPIan Inc./
Donald Rubin Inc.

200 Park Ave. S., Room 911, New
York, N.Y. 10003; 212-477-3880

Year founded: 1971.

Services provided: 30% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, case management, DRG
validation; 10% of gross revenues
from providing utilization review
services to insurance companies,
HMOs, PPOs or TPAs; 60% of gross
revenues from providing other ser-
vices.

Staff: 17 total.
Clients: More than 100 total eli-

ents; 20% with fewer than 500 em-
ployees, 5% with 500-999 employees,
20% with 1,000-2,499 employees, 25%
with 2,500-4,999 employees, 30%
with more than 5,000 employees.

Covered lives/reviewed admis-

sions: 500,000 employee benefit plan
lives; 10,000 total admissions re-
viewed.

Charges: Per employee, per case,
percent of savings.

Principal officers: Donald Rubin,
president; Roxanne Young and Ed-
ward Gluckmann, vps; Edward Roth-
stein, marketing director.

Mutual of Omaha
Insurance Co./
United of Omaha

Mutual of Omaha Plaza, Omaha,
Neb. 68175; 402-342-7600

Year founded: 1909; began pro-
viding utilization review services in
1985.

Services provided: Utilization
review services offered to employers
include frequent preadmission certi-
fication, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning,
retrospective review, second surgical
opinion, case management; occa-
sional hospital bill audit.

Services reviewed: Group health
services.

Staff: 59 total; professionals in-
clude three physicians, 42 registered

nurses. 12 physicians on retainer.
Clients: 7,873 total clients; 80%

with fewer than 500 employees, 10%
with 500-999 employees, 7% with
1,000-2,499 employees, 2% with
2,500-4,999 employees, 1% with more
than 5,000 employees.

Covered lives/reviewed admis-

sions: 252,905 employee benefit plan
lives; 20,000 total admissions re-
viewed.

1989 gross revenues: $1.7 million
total.

Charges: Per employee, $1.20-
$1.40.

Principal officers: Thomas J.
Skutt, chairman; John W. Weekly,
president-Mutual of Omaha Insur-
ance Co.; William J. Netzler, presi-
dent-United of Omaha Insurance Co.

NHA Review Services Inc.
770 S. Post Oak Lane, Suite 445,
Houston, Texas 77056;
713-439-1222; 800-950-7528

Year founded: 1989

Parent company: National Health
Care Alliance Inc.

Services provided: 75% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion; occasional retrospective re-
view, hospital bili audit, outpatient
service predetermination, outpatient
psychiatric and substance abuse ser-
vices, case management; 25% of gross
revenues from providing utilization
review services to insurance com-

panies, HMOs, PPOs or TPAs.
Services reviewed: Group health

services, psychiatric and substance
abuse services.

Staff: Four professionals, includ-
ing one physician, two registered
nurses, one licensed practical nurse.

Clients: Five total clients.

Covered lives/reviewed admis-

sions: 76,000 employee benefit plan
lives.

1989 gross revenues: $98,000
total.

Charges: Per employee, $1.50-
$1.80.

Principal officers: Francis L.
Browning, chairman/chief executive
officer/president. Frank J. Berrier
Jr., vp.

National Chiropractic
Review Service

600 Cramer Building, Route 38.
Mount Holly, N.J. 08060;
609-267-3838

Year founded: 1986.
Services provided: 5% of gross

revenues from providing utilization
review services to employers, includ-
ing retrospective review, chiropractic
review, independnt chiropractic
exams, third-party review, thermo-
graphy review, disability evalua-
tions; 85% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 10% of gross revenues from
providing other services.

Services reviewed: Chiropractic
services.

Staff: 70 total; 15 professionals,
including 14 physicians, one regis-
tered nurse; 900 chiropractic physic-
ians on a retainer basis.

Clients: 600 total clients.
Branch offices: Santa Ana

Heights, Calif.; Tampa, Fla.; Balti-
more; Chicago.

Principal officers: Dr. B.
Lawrence Wolther, president; Bar-
bara J. Gutstadt, executive vp/chief
operating officer; Dr. Jeff Behrend,
vp-clinical director.

National Health
Services Inc.

10909 W. Greenfield Ave.,
Milwaukee, Wis. 53241;
414-778-5151

N

Year founded: 1984.

Parent company: Pioneer Finan-
cial Services.

Services provided: 25% of gross
revenues from providing utilization
review services to employers, includ-ing frequent preadmission certifica- 
tion, concurrent. hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, hospital bill audit, outpatient
service predetermination, case man-

Continued on next page
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agement, inpatient pyschiatric and
substance abuse services, pharma-
ceutical services; occasional second
surgical opinion, outpatient psychi-
atric and substance abuse services;

58% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
rPAs; 17% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 35 total; 24 professionals,
including 17 physicians, seven regis-
tered nurses. Two physicians, ap-
proximately 15 nurses on a retainer
basis.

Covered lives/reviewed admis-

sions: 707,077 employee benefit plan
lives.

Branch offices: Anderson, Ind.

1989 gross revenues: $1.8 million
total, $1.5 million from utilization re-
view services.

Charges: Per employee, $1-$2.20;
per case; time and expense.

Principal officers: Mark W. Wil-
liams, president; Donald L. White,
executive vp.

Occupational Healthcare
Management Services
700 Broadway, Suite 1132, Denver,
Colo. 80273; 303-831-3064

Year founded: 1989.

Parent company: Rocky Mountain
Health Care Corp.

Services provided: 30% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, case management;
occasional outpatient psychiatric and
substance abuse services; 30% of

gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs;
40% of gross revenues from providing
other services.

Services reviewed: Workers com-

pensation/disability.
Staff: 12 total; professionals in-

clude one physician, four registered
nurses, two medical records techni-
cians.

Clients: Five total clients; four
employer clients; 25% with 500-999
employees, 25% with 1,000-2,499 em-
ployees, 50% with 2,500-4,999 em-
ployees.

Covered lives/reviewed admis-

sions: 7,250 workers compensation
lives.

Charges: Per hour, flat fee, per-
cent of savings, percent of premium.

Principal officers: Jerry Robin-

son, president; Randy Herndon, vp.

Options-Health Care
Cost Containment
400 Penn Center Blvd., Suite 741,
Pittsburgh, Pa. 15235;
412-824-7686

Year founded: 1984.

Services provided: 15% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent retrospective review,
second surgical opinion, hospital bill
audit, outpatient service predeter-
mination, case management; occa-
sional preadmission certification,
concurrent hospital treatment re-
view, length of stay determination,
discharge planning, outpatient psy-
chiatric and substance abuse ser-

vices; 10% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 75% of gross revenues from
providing other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 25 total; 11 professionals,
including one physician, 10 regis-
tered nurses. 15 physicians on a re-
tainer basis.

Clients: 30 total clients; 10 em-
ployer clients; 25% with 500-999 em-
ployees, 50% with 1,000-2,499 em-
ployees, 25% with more than 5,000
ernployees.

Covered lives/reviewed admis-

sions: 2,000 workers compensation
lives.

Charges: Per employee per hour,

0

$40-$50; per case, $100-$250; per
employee per month, 80 cents-$1.

Principal officers: Joseph M.
McCabe, president; Antonia L. Scar-
lata, secretary/treasurer.

PCC/Drug Data Systems Inc.
828 Hollywood Way, Burbank, Calif.
91505; 818-843-8551

Year founded: 1969.

Services provided: 10% of gross
revenues from providing utilization
review services to employers, includ-
ing review of hospital and pharmacy
charges; 90% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability.

Covered lives/reviewed admis-

sions: Five million workers compen-
sation lives.

Charges: Fee for service.
Principal officers: Dr. Alvin Sai-

diner.

Pacific Peer Review Inc.

6230 Claremont Ave., Oakland,
Calif. 94618; 415-547-7841

Year founded: 1983.

Services provided: 60% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit: case management; oc-
casional outpatient service
predetermination, outpatient psychi-
atric and substance abuse services;
40% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 18 total; 11 professionals,
including one physician, eight regis-
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tered nurses, one licensed practical
nurse. 30 physicians, eight nurses on
a retainer basis.

Clients: 311 total clients; 309 em-
ployer clients; 2% with fewer than
500 employees, 15% with 500-999
employees, 30% with 1,000-2,499 em-
ployees, 43% with 2,500-4,999 em-
ployees, 10% with more than 5,000
employees.

Covered lives/reviewed admis-

sions: 400,000 employee benefit plan
lives; 100,000 workers compensation
lives.

Charges: Per employee, per case,
by the hour for consulting.

Principal officers: Dr. Thomas
Forde, president; Margaret M. Kelly,
executive director.

Pacific Review

Services (PRS)
5995 Plaza Drive, Cypress, Calif.
90630; 800-223-4276

Year founded: 1983; began pro-
viding utilization review services in
1984.

Parent company: Pacificare
Health Systems.

Revco. 0
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Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, home health care,
skilled nursing and rehabilitation re-
view, maternity management; 50% of
gross revenues from providing utili-
zation review services to insurance

companies, HMOs, PPOs or TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability, maternity, ambula-
tory.

Staff: 63 total; 32 professionals,
including two physicians, 28 regis-
tered nurses, one licensed practical
nurse, one medical records techni-
cian; 43 physicians, three nurses on a
retainer basis.

Clients: 101 total clients; 42 em-
Continued on next page

he itimate cost conminer.
There are a lot of prescription drug

programs out there that claim to cut
costs without compromising quality.
But few can actually substantiate
those claims with bottom line results.

Revco Can.

Cost efficiency is at the heart of
every one of our prescription drug
plans. We've streamlined operations
by working with our third party
customers directly, so unnecessary
layers of administration are
eliminated.

Revco dispenses prescriptions with
generic drugs whenever permissible,
further reducing costs.

On-line eligibility verification and
adjudication of claims, along with
updating patient profiles for screening
drug interactions and allergies, can be
handled electronically. Accurate usage
tracking reveals inappropriate
prescribing and purchasing patterns.
And our new on-line computer

system, which will soon link all of
Revco's nearly 1900 stores together,
provides a more comprehensive,
efficient network of pharmacy
services.

Revco's size and scope also allow
third party customers the benefits of
consolidated contract management.
A variety of procedural choices. And
a team of pharmacists to assist you
with drug utilization reporting.

Participants in our programs benefit
from flexible co-pay arrangements,
mail order pharmacy services and
nearly 1,900 retail locations for easy
and immediate access.

Put the ultimate cost container to

work for you. For more information,
simply write or call:

Director of Third Party Marketing
Revco D.S.,Inc.

1925 Enterprise Parkway
'IWinsburg, Ohio 44087
(216) 425-9811 Ext.3190
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WIN-WIN
RECOVERY

MANAGEMENT

 hat's what we call our specialbrand of medical and
vocational rehabilitation services.

Because when injured workers
recover fast and come back to
work fast everybody wins:
employers, insurance companies
and claimants. Find out about

win-win recovery management
today. Let me send you our
information. Call me-at

(215) 251-9510, send me
your business card or

4 FAX to (215) 251-9518.

AGENERL
45 REHABIUTAI'ZON

-- SERVICES INC
1436 LANCASTER AVENUE• BERWYN, PA 19312 • (215) 251-9510

THE FAST TRACK TO A COMEBACK

Ask anyone which of their
five senses they most appreciate.

Now ask yourself if you'd like a

high-impact, no-hassle vision
program at an affordable cost.

Vision is the most

appreciated of all the
five senses.

If you don't believe it,

ask anyone. Through

Pearle Managed Vision
Care's Provider Panel,

we can arrange a high
value, no hassle, cost-

efficient vision program

Some of America's

largest organizations
are turning to Pearle
for their vision

progranns.

Our provider network is unmatched,
our administrative system is state-of-the
art, our Peer Review Panel sets the

standard for optometric
quality assurance in the
industry, and we can
customize a vision

program to meet your

specific needs at rates so
competitive it may
surprise you.

With Pearle, your
vision benefit doesn't

have to be an

unknown cost.

If you want fast
information on a benefit

that people will truly appreciate, and
one that will help you control costs,
give us a call today at
1-800-776-3933.

2 (*= 555*
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ployer clients; 46% with fewer than
500 employees, 25% with 500-999
employees, 22% with 1,000-2,499 em-
ployees, 5% with 2,500-4,999 employ-
ees, 2% with more than 5,000 employ-
ees.

Covered lives/reviewed admis-

sions: 507,460 employee benefit plan
lives; 48,100 total admissions re-
viewed.

Charges: Per employee, $1.30-
$3.95; per case, $100.

Principal officers: Vicki Merrill,
president.

Par 3 Utilization Review

Services Inc.

7000 N. Broadway, Suite 105,
Denver, Colo. 80221;
303-426-8280

Year founded: 1987.

Services provided: 95% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-

agement, on-site concurrent review;
occasional second surgical opinion,
hospital bill audit; 5% of gross reve-
nues from providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa-
tion/disability, podiatric services.

Staff: 11 total; six professionals,
including two physicians, two regis-
tered nurses, two medical records

technicians; 65 physicians, 18 nurses,
two social workers, 30 medical rec-
ords technicians on a retainer basis.

Clients: 347 total clients; 92% with
fewer than 500 employees, 4% with
500-999 employees, 2% with 1,000-
2,499 employees, 2% with 2,500-4,999
employees.

Covered lives/reviewed admis-

sions: 18,000 employee benefit plan
lives.

Charges: Per employee, 25 cents-
$1.45; per case, $100-$250; by the
hour.

Principal officers: Mabel La-
Chappell, president; Kimberly Sut-
phin, vp/director-operacions; Dr.
Howard Entin, vp/director-beha-
vioral medicine; Dr. Henry Roth, vp/
medical director; Harry Auston, vp-
finance.

Parkside Health

Management Corp.
205 W. Touhy Ave., Park Ridge, 111.
60068; 800-843-1978

Year founded: 1980.

Parent company: Lutheran Gen-
eral Health Care Services.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, high-risk pregnancy;
25% of gross revenues from providing
utilization review services to insur-

ance companies, HMOs, PPOs or
TPAs; 25% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 200 total.

Clients: 294 total clients; 279 em-
ployer clients.

Covered lives/reviewed admis-

sions: 1.25 million employee benefit
plan lives; 300,000 workers compen-
sation lives; 68,000 total admissions
reviewed.

Branch offices: Cleveland, At-
lanta.

1989 gross revenues: $11 million
total, $8 million from utilization re-
view services.

Charges: Per employee, $1-$2.85;
per case, $50-$125; hourly manage-
ment fees.

Principal officers: Marsha Bal-
lard, president; Jennifer Cline, vp-
managed care; Jim Dunlavy, vp-
sales/marketing.

Pathway Review Systems
40500 Ann Arbor Road, Suite 200,
Plymouth, Mich. 48170;
313-459-2997

Year founded: 1989.

Parent company: Michigan Peer
Review Organization.

Services provided: 1990 project-
ions: 20% of gross revenues from pro-
viding utilization review services to
employers, including frequent pread-
mission certification, concurrent hos-
pital treatment review, length of stay
determination, second surgical opin-
ion, case management; occasional
discharge planning, retrospective re-
view, hospital bill audit, outpatient
service predetermination, outpatient
psychiatric and substance abuse ser-
vices; 70% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs; 10% of gross revenues from
providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability, op-
tometric services.

Staff: Eight total; all profes-
sionals, including six registered
nurses, two medical records techni-
cians.

Clients: 15 total clients; one em-
ployer client with 2,500-4,999 em-
ployees.

Covered lives/reviewed admis-

sions: 1990 projections: 35,000 em-
ployee benefit plan lives; 12,000
workers compensation lives.

1989 gross revenues: 1990
projections: $350,000 total, $315,000
from utilization review services.

Charges: Per employee per month,
80 cents; per case for presurgical re-
view, $25; per hour for consulting,
$110.

Principal officers: Gary G. Hor-
vat, president.

Peer Review Analysis Inc.
380 Pleasant St., Malden, Mass.
02148; 617-322-6400

Year founded: 1984.

Services provided: 7% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, independent physician
review; 93% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 54 total; professionals in-
clude five physicians, 20 registered
nurses, one medical records techni-
cian. 80 physicians on a retainer
basis.

Clients: 41 total clients; 10 em-
ployer clients; 30% with fewer than
500 employees, 10% with 500-999
employees, 10% with 1,000-2,499 em-
ployees, 20% with 2,500-4,999 em-
ployees, 30% with more than 5,000

, employees.
Covered lives/reviewed admis-

sions: 4.6 million employee benefit
plan lives; 20,000 workers compensa-
tion lives; 50,000 total admissions re-
viewed.

Branch offices: Honolulu.

1989 gross revenues: $4.4 million
total.

Charges: Per employee, $1.40-$2;
per case, $65-$80; by the hour, $125.

Principal officers: Dr. Barry
Manuel, chairman; Russell Robbins,
vice chairman; Eric R. Spitzer, presi-
dent; Charles Smith, treasurer.

Physical Therapy
Review Services

100 Diplomat Drive, Airport Bus
Center, Ambassador One, Bay
One, Lester, Pa. 19113; P.O. Box
69, Woodlyn, Pa. 19094;
215-874-1248; 800-388-7877

Year founded: 1986.

Services provided: 10% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent discharge planning, ret-
rospective review, second surgical
opinion, outpatient service predeter-
mination, outpatient physical ther-
apy review; occasional preadmission
certification, concurrent hospital
treatment review, length of stay de-
termination, hospital bill audit; 85%
of gross revenues from providing uti-
lization review services to insurance

companies, HMOs, PPOs or TPAs; 5%
of gross revenues from providing

Continued on nezt page
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other services.

Services reviewed: Group health
services, workers compensation/dis-
ability, physical therapy.

Staff: Five total; all physical
therapists; 60 physical therapists on
a retainer basis.

Clients: 200 total clients; 30 em-
ployer clients.

1989 gross revenues: $500,000
total.

Charges: Per case, $144-$750.
Principal officers: David W. Clif-

ton Jr., president/chief executive of-
ficer; Susan L. Michlovitz, vp/direc-
tor; Leslie B. Clifton, business
manager.

The Precertification Center
Box 898125, Camp Hill, Pa.
17089-8125; 717-232-2946
Year founded: 1985.

Parent company: Capital Blue
Cross and Pennsylvania Blue Shield.

Services provided: 90% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, second surgical
opinion, outpatient service predeter
mination, outpatient psychiatric and
substance abuse services, pre-proce
dure certification, disability certifi
cation; occasional retrospective re
view, case management; 5% of gross
revenues from providing utilization
review services to insurance com
panies, HMOs, PPOs or TPAs; 5% of
gross revenues from providing other
services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, workers compensa
tion/disability.

Staff: 28 total; 18 professionals,
including two physicians, 16 regis
tered nurses. One physician on a re
tainer basis.

Clients: 227 total clients; 224 em
ployer clients; 62% with fewer than
500 employees, 20% with 500-999
employees, 11% with 1,000-2,499 em
ployees, 4% with 2,500-4,999 employ
ees, 3% with more than 5,000 employ
ees.

Covered lives/reviewed admis
sions: 750,000 employee benefit plan
lives; 5,000 disability lives; 39,000
total admissions reviewed.

1989 gross revenues: $2 million
total, $1.9 million from utilization
review services.

Charges: Per employee per month
95 cents-$1.40; by the hour.

Principal officers: Jerry Boyer
vp/chief operating officer; Elizabeth
R. Galitaki, director-program admin
istration; Susan Bunting Bianchi
director-information systems.

Preferred Care
Review Services

3000 Charlottetown Center,
Charlotte, N.C. 28204;
704-339-0339

Year founded: 1975.

Parent company: Metolina Medi
cal Foundation Inc.

Services provided: 70% of gross
revenues from providing utilization
review services to employers, includ
ing frequent preadmission cettifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, case manage-
ment; occasional retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services,
physical rehabilitation; 20% of gross
revenues from providing utilization
review services to insurance com-
panies, HMOs,.PPOs or TPAs; 10%
of gross revenues from providing
other services.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services.

Staff: 18 total; 11 professionals,
including one physician, eight regis-
tered nurses, one medical records
technicians, 52 physicians, one nurse
on a retainer basis.

Clients: Seven total clients; four
employer clients; 25% with fewer
than 500 employees, 25% with 1,000-
2,499 employees, 50% with more than
5,000 employees.

Covered lives/reviewed admis-
sions: 79,000 employee benefit plan
lives; 6,400 total admissions re-
viewed.

Charges: Per employee per month,
80 cents-95 cents.

Principal officers: Dr. Richard
Kevelman, president; Dan Carrigan,

executive vp; Dr. Dewey Dorsett,
secretary.

Pro Health Review
8060 Knue Road, Suite 228,
Indianapolis, Ind. 46250;
317-841-550'

Year founded: 1985.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission certification, con-
current hospital treatment review,
length of stay determination, dis-
charge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management; 50% of gross revenues
from providing other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 12 total; five professionals,
including two physicians, three re-
gistered nurses.

Clients: Five total clients; all em-
ployer clients; 5% with fewer than
500 employees, 1% with 2,500-4,999

e

ernployees.
Covered lives/reviewed admis-

sions: 15,000 employee benefit plan
lives.

Professional Review
Organization
for Washington
10700 Meridian Ave. N., Suite 300.
Seattle. Wash. 98133-9008;
206-364-9700

Year founded: 1975

Services provided: 99% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management, medical consultation
service; 1% of gross revenues from
providing utilization review services
to insurance companies, HMOs, PPOs
or TPAs.

Services reviewed: Group health

services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability,
physical therapy.

Staff: 66 total; all professionals,
including one physician, 45 regis-
tered nurses, one licensed practical
nurse, 19 medical records techni-
cians; 140 physicians on a consulting
basis.

Clients: 36 total clients; 21 em-
ployer clients; 4% with fewer than
500 employees, 5% with 500-999 em-
ployees, 5% with 1,000-2,499 employ-
ees, 5% with 2,500-4,999 employees,
81% with more than 5,000 employees.

Covered lives/reviewed admis-
sions: 1 dillion employee benefit
plan lives; 10,000 workers compensa-
tion lives; 45,433 total admissions re-
viewed.

Branch offices: Anchorage,
Alaska; Boise, Idaho.

1989 gross revenues: $6 million
total.

Principal officers: John W. Daise,
chief executive officer; Dr. 3.C. Pe-

terson III, director-nnedical affairs;
Dr. Herbert M. Hilgers, chairman;
Michael B. Garrett, director-market-

vices.

Psychology Systems Inc.
615 S. Main St., Milpitas, Calif.
95035; 408-263-8046

Year founded: 1980; began pro-
viding utilization review services in
1981.

Services provided: 5% of gross
revenues from providing utilization
review services to employers, insur-
ance companies, HMOs, PPOs or
TPAs; including frequent preadmis-
sion certification, concurrent hospi-
tal treatment review, length of stay
determination, discharge planning,
retrospective review, hospital bill
audit, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement; occasional second surgical
opinion; 95% of gross revenues from
providing other services.

Services reviewed: Psychiatric
and substance abuse services, work-
ers compensation/disability.

Continued on nezt page

When a minor slolemen
becomes a maior issue.

©1989 Media/Professional Insurance, Inc.

A slip of the tongue can be more costly to your
media client than a slip and fall. Even when the statement
is true Retractions and comctions can help but not
always. In today's suit-happy society, more and more
people in the news want their day in court. When that
happens, juries agree with them 80% of the time

if that statistic worries your client, then make a case
for specialized media coverage Media/Professional Insur-
anc4 Inc., together with SAFECO, an A+ "Superior" rated
insurance company offers a unique approach to media
insurance We underwrite each policy to suit your client
Our on-staff attorneys, leading experts in their field, assist
our underwriters and claims staff to ensure consistency
and flecibility. This way, the answers are there when you
and your client need them.

Media/Professional is a leader in libel and slander
and errors and omissions coverages. For a lot of very
sound reasons.

[Ul

So before someone takes issue with your client, call
or write Media/Professional. An insured word

may mean the last word.

Media/Professional Insurance, Inc.
Two Peishing Square, Suite 800 · 2300 Main Street
Kansas CIM, Missouti 64108 · 816-471-6118

America's E&0 Authority
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Spolight report
Continued from premous page Staff: 18 total, professionals in- HMOs, PPOs or TPAs, 2% of gross 500 employees, 30% with 500-999

Staff: 18 total clude two physicians, 14 regis:ered revenues from providing other ser- employees, 18% with 1,000-2,499 em-
Clients: 400 total clients, 20% with nurses, one medical records techni- vices ployees

fewer than 500 employees, 20% with cian 20 physicians on a retainer Services reviewed: Group health Covered lives/reviewed admis-

500-999 employees, 30% with 1,000- basis services, psychiatric and substance sions: 46,439 employee benefit plan

- When it comes - 2,499 employees, 20% with 2,500- Clients: Three total clients two abuse services, chiropractic services lives

4,999 employees, 10% with more than employer clients, 50% with fewer Staff: 35 total, 12 professionals, 1989 gross revenues: $1 2 million
5,000 employees

to controlling than 500 employees, 50% with more including one physician, 10 regis- total
Covered lives/reviewed admis- than 5,000 employees tered nurses, one medical records Charges: Per employee

sions: 100 workers compensation Covered lives/reviewed admis- technician 35 physicians, six nurses Principal officers: Robert M

health care lives, 200 total admissions reviewed sions: 2,000 employee benefit plan on a retainer basis Schrayer, president, Karen Z Vacko,
Branch offices: Sacramento, lives, 68,000 workers compensation Clients: 30 total clients, 25 em- executive vp, Max R Schrayer III

Calif lives, 1,500 total admissions re- ployer clients, 30% with fewer than and Richard A Freeman, senior vps

costs, we start 1989 gross revenues: $4 million viewed 500 employees, 16% with 500-999
total, $100,000 from utilization re- 1989 gross revenues: $300,000 employees, 20% with 1,000-2,499 em-

at home. view services total ployees, 20% with 2,500-4 999 em- Republic-RSB Cos. Inc.
Charges: Per employee, aproxima- Charges: Per employee, $1 50-$2, ployees, 14% with more than 5,000 1717 Park St,PO Box 3088,

tely $5 per case, $250-$1000 ernployees Naperville, Ill 60566-7088,

T Principal officers: Dr John C Principal officers: Dr Edward A Covered lives/reviewed admis- 708-420-6800

he real power of health care cost Brady II, president, Dr Ronald Wyk- Kamens, president, Marcia K Pe- sions: 101,000 employee benefit plan Year founded: 1964, began pro-
contamment hes with your stra, treasurer, Dr M Bowman, sec- trillo, executive vp lives, 18,000 total admissions re- viding utilization review services inemployees After all, no matter retary viewed 1983

what utilization review plan you 1989 gross revenues: $2 million Parent company: HCX Acquist-
choose, if your employees don't Quality Health Services Inc. total, $1 97 million from utilization
make the first phone call-It's Q tions Inc

633 Germantown Pike, Plymouth review services Services provided: 7% of gross
undenitilized Meeting, Pa. 19462-1032, Charges: Per employee per month, revenues from providing utilization

215-941-9561
We understand That's why our $1 65-$2 25, by the hour for case review services to employers, includ-

management and other services
programs are designed to Quality Care Review Inc. Year founded: 1983 ing frequent preadmission certifica-

Services provided: 10% of gross Principal officers: Roger Hiser, tion, concurrent hospital treatmentprovide benehts of real value to 100 Roscommon Drive, Middletown,
revenues from providing utilization chairman, Robert M Scherzer, presi- review, length of stay determination,every employee and save Conn 06457, 203-632-2008
review services to employers, includ- dent/chief executive officer, Dr Jan discharge planning, retrospective re-

employers money Year founded: 1988 ing frequent preadmission certifica- Lipes, medical director, Snaron view, second surgical opinion, hospi-
Find out about our special Services provided: 35% of gross tion, concurrent hospital treatment Cohen, chief operating officer, Bar- tal bill audit, outpatient service pre-

programs for TPAs, -/,.- revenues from providing utilization review, length of stay determination. bara Nammar, utilization review determination, outpatient psychiatric
director

Insurance companies / and substance abuse services, casereview selvices to employers, includ- discharge planning, retrospective re-
and employers Call 1 ing frequent preadmission certifica- view, second surgical opinion, outpa- management, DRG validation audits,

Quality today tlon, concurrent hospital treatment tient service predetermination, out- Quality Managed Care InC. rehabilitation management, provider
review, length of stay determination, patient psychiatric and substance 11050 Roe Blvd , Suite 202,

bill review, 16% of gross revenues

retrospective review, second surgical abuse services, case management, Overland Park, Kan 66211, from providitig utilization review

Quality Health Services opinion, case management, occa- DRG review, physician fee negotia- 800-888-6775 services to insurance companies,

sional discharge planning, hospital tion, site of care review, home health HMOs, PPOs or TPAs, 77% of gross
Controll,ng costs to benefit people. bill audit, 65% of gross revenues from care and skilled nursing, occasional Year founded: 1989 revenues from providing other ser-

Plymouth Meeting, PA • 215/941-9561 providing utilization review services hospital bill audit, retrospective Parent company: American Nurs- vices
to insurance companies, HMOs, PPOs DRG review, psychiatric case man_ ing Resources Inc Services reviewed: Group health
or TPAs agement, managed mental health Services provided: 20% of gross services, dental services, psychiatric

Services reviewed: Group health programs, 88% of gross revenues revenues from providing utilization and substance abuse services, chiro-
services, psychiatric and substance from providing utilization revie w review services to employers, mclud- practic services, workers compensa-
abuse services services to insurance companies, ing frequent preadmission certifica- tion/disability

tion, concurrent hospital treatment Staff: 460 total, 210 professionals,
review, length of stay determination, including six physicians, 196 regis-
discharge planning, retrosfective re- tered nurses, eigh: medical records
view, second surgical opinion, outpa- technicians, six physicians on a re-

At United States Life, tient service predetermination, out- tainer basis
patient psychiatric and substance Clients: 5,000 total clients, 513
abuse services, case management, oc- employer clients, 9% with fewer than

our commitment to small casional hospital bill audit, 20% of 500 employees, 22% with 500-999
gross revenues from providing uti- employees, 12% with 1,000-2,499 em-
lization review services to insurance ployees, 17% with 2,500-4,999 em-groups just got better. companies, HMOs, PPOs or TPAs, ployees, 40% with more than 5,000
60% of gross revenues from providing employees
other services Covered lives/reviewed admis-

Introducing The Quality Series / Services reviewed: Group health sions: 54 million employee benefit
services, psychiatric and substance plan lives, 56,393 total admissions
abuse services, workers compensa- reviewed

When we introduced The Quality Series, we proclaimed It: "A tion/disability Branch offices: Atlanta, Houston,
Staff: 12 total, six professionals, Los Angeles, Sparta, N Jperfect 10 for your group health program," providing a variety all registered nurses, 17 physicians, 1989 gross revenues: $256 mil-

of multi-option benefits, ideal for small-employer groups. The eight nurses on a retainer basis hon total, $6 million from utilization

Quality Series Il is everything The Quality Series Is. And more. Clients: 116 total clients, 110 em- review services
ployer clients, 97% with fewer than Charges: Per employer, $1 10-
500 employees, 1% with 500-999 em- $1 90, per case, $95-$125The Quality Series Il provides small-group coverage for
ployees, 1% with 1,000-2,499 employ- Principal officers· Richard E

catastrophic claims at a lower, more affordable cost while ees, 1% with more than 5,000 employ- Mandel, president, Robert Gant, se-
maintaining the comprehensive coverage of our traditional ees nior vp, Deanna Sirtaut, vp-audit op-

plans. Covered lives/reviewed admis- erations, Barbara A Graham, vp-
sions: 210,000 employee benefit plan marketing, John W Dugan, vp-sales,
lives, 10,100 workers compensation Grae Baxter, vp-human resources,

The Quality Series Il Is designed to shift the responsibility of lives, 2,100 total admissions re- Donald Hernley, chief financial offi-

routine claims to the Insured via a higher deductible and coin- viewed cer

Branch offices: Wichita, Kansurance. As a result, the employer's annual premium is lower. Charges: Per employee $1-$2 10, Rush Contract Care
For more information, call your general agent per case, $100-$125 33 E Congress, Suite 710,

Principal officers: Dr John Chicago, Ill 60605, 312-347-0947or our toll-free number, Dayani, president/chief execi.tive of-
ficer, Dr John R Coleman, vp/chief Year founded: 1985

1-800-344-3481. operating officer Parent company: Rush Presbyte-
nan St Luke's Medical CenterrA

ms}ES R Services provided: 15% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent nospital treatment

RMSCO Management review, length of stay determination,410ualitv# Services Inc. discharge planning, second surgical
opinion, case management, occa-651 W Washington Blvd, Chicago,

111 60606, 312-707-9000 sional retrospective review, outpa-
tient service precetermination, out-

--SERIES, Year founded: 1981, began pro- patient psychiatric and substance
viding utilization review services in abuse services, 51% of gross revenues
1982 from providing itilization review

Services provided: 25% of gross services to insurance companies,
revenues from providing utilization HMOs, PPOs or TPAs, 34% of gross

At United States Life, we make quality a priority. Every day. review services to employers includ- revenues from providing other ser-
ing frequent preadmission certifica- vices

EXECUTIVE OFFICES: tion, concurrent hospital treatmen: Services reviewed: Group health

THE UNITED STATES LIFE Insurance Company review, length of stay determination, services, psychiatric and substance
discharge planning, second surgical abuse services, workers compensa-

125 Maiden Lane opinion, hospital bill audit, outpa- tion/disability
New York NY 10038 tient service predetermination, out- Staff: 33 total, 24 professionals,

patient psychiatric and substance including four physicians, seven re-
abuse services, case management, oc- gistered nurses, 13 medical records

GROUP OPERATIONS CENTER. casional retrospective revieu, 75% of technicians

THE UNITED STATES LIFE Insurance Company gross revenues from propiding other Clients: 15 total clients, 98% with
services fewer than 500 employees, 1% with

3600 Route 66 • PO Box 1580 Services reviewed: Group health 500-999 employees, 1% with 1,000-
Neptune NJ 07754-1580 services, psychiatric and substance 2,499 employees

abuse services Covered lives/reviewed admis-
Staff: Three total, all profes- sions: 125,000 employee benefit plan

THE UNITED STATES LIFE sionals, including one physician, two lives
Insurance Company registered nurses One physician on a 1989 gross revenues: $1 4 million

A U:lIFE COMPANY retainer basis total, $840,000 from utilization re-
Clients: 44 total clients, all em- view services

ployer clients, 52% with fewer than Continued on next page



Continued from previous page
Charges: Per employee per month,

$2.75-$3.00.
Principal officers: Dr. Jerome

Hahn, president.

5

Sagamore Health Network
11555 N. Meridian St., Suite 400,
Carmel, Ind. 46032; 317-573-2900
Year founded: 1985.

Services provided: Utilization
review services offered to employers
include frequent preadmission certi-
fication, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning,
retrospective review, second surgical
opinion, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement; occasional hospital bill
audit.

Services reviewed: Group health
services, dental services, psychiatric
and substance abuse services, chiro-
practic services.

Staff: 44 total; professionals in-
clude two physicians, five registered
nurses, two licensed practical nurses.

Covered lives/reviewed admis-

sions: 170,000 employee benefit plan
lives.

Branch offices: South Bend and
East Chicago, Ind.

Charges: Per employee.
Principal officers: Barry J. Sulli-

van, president; Lee Welton, senior
vp-finance; Keith Starling, vp-opera-
tions.

Sanus Peferred Services
6611 Kenilworth Ave., Suite 300,
Riverdale, Md. 20737;
301-927-4300

Year founded: 1987.

Parent company: Sanus Corp.
Health Systems.

Services provided: 100% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-
tal bill audit, outpatient ,service pre-
determination, outpatient psychiatric
and substance abuse services, case
management.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 12 total; all registered
nurses.

Clients: 12 total clients, all em-
ployer clients; 80% with fewer than
500 employees, 20% with 500-999
employees.

Covered lives/reviewed admis-
sions: 350 total admissions re-
viewed.

1989 gross revenues: $98,000
total.

Charges: Per employee, per case
Principal officers: Joseph T. Lyn-

augh, president; Jeff D. Emerson, vp.

Second Opinion
Consultants Inc.
P.O. Box 621, Millwood, N.Y.
10546; 800-446-4606;
800-446-4626 in New York

Year founded: 1983.
Services provided: 100% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent second surgical opinion;
occasional preadmission certifica-
tion, length of stay determination,
hospital bill audit, outpatient service
predetermination, case management,
claims review, fee negotiation, pros-
pective review of diagnostic testing.

Services reviewed: Group health
services, chiropractic services, work-
ers compensation/disability.

Staff: 18 total; all professionals,
including one physician, four regis-
tered nurses, five licensed practical
nurses, six medical records techni-
cians.

Covered lives/reviewed admis-
sions: 15,000 total admissions re-
viewed.

Charges: Per case, $155-$160; per
employee; flat fee.

Principal officers: Dr. Madelon
Lubin Finkel, president/chief execu-
tive officer; David J. Finkel, chief fi-
nancial officer.

The Sunderbruch Corp.
3737 Woodland Ave., Suite 622,
West Des Moines, Iowa 50265;
515-224-6426

Year founded: 1975.

Services provided: 70% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re--
view, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services; occasional hospital
bill audit, case management, home
health care review, hospice review;
30% of gross revenues from providing
utilization review services to insur-
ance companies, HMOs, PPOs or
TPAs.

Services reviewed: Group health
services, psychiatric and substance
abuse services, chiropractic services,
workers compensation/disability.

Staff: 302 total; 164 professionals,
including three physicians, 140 regis-
tered nurses, 11 licensed practical
nurses, 10 medical records techni-
cians.

Clients: 138 total clients; 125 em-
ployer clients; 58% with fewer than
500 employees, 10% with 500-999

Continued on next page
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Your life just got easier !
If you're not seeing Business Insurance every week -
or are merely catching a dated pass-along copy now
and then...you're missing important news and new
developments in corporate risk and employee benefits
management. Risky!

Make sure you have the business insurance news
you need.

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

Business Insurance gives you total news coverage of loss
prevention, risk financing and benefit management. Every
week. Annual subscription (52 issues) in U.S. dollars.

(Check here:)
USA

Canada

Bermuda (alr only)
United Kingdom
Europe/Middle East
All other foreign

Surface Mall
0 $75
O $107

O $107

By Air
0$152

0 $162

0 $157
D $163 or £105

0 $163
Rates on request

name

title

ENTER YOUR SUBSCRIPTION TO
BUSINESS INSURANCE TODAY!

It will make your life a lot easier.
CALL TOLL-FREE on 1-800-992-9970. Fax your

order in on 1-313446-1650. Use the card in this issue,
or if it's gone, use the coupon below.

company

nature of business

Obusiness or O home address

(please print)

telephone

o new subscription. 0 renewal. 0 payment enclosed.
0 bill me. 0 bill company. city state/country zip/postal code

El Please send information on your special 20%-off group rate 0 I prefer not to receive information or advertising by mail from
for five or more subscriptions. companies not affiliated with Crain Communications.

Mall to: Business Insurance, Circulation Dept., 965 E. Jefferson Ave., Detroit, MI 48207 4COU9

WE'RE NOT
ASKING
YOU TO

SWALLOW THIS
If your doctor prescribed a pill before diagnosing your condition, you'd get

a new doctor.

Yet health care insurers make such prescriptions every day. And, usually,
their plans are swallowed whole.

At The Hartford, we don't recommend a health care plan until we make a
 thorough analysis.

This way, we can tailor a plan to meet the needs of your business, not ours.
We start with a careful examination of all the Preferred Provider Organiza-

tions in a given market, to determine which one is best. One immediate
advantage is that the PPO and all standard cost containment efforts are 
managedat the local level.

The Hardord then expands these efforts with specialized pro. -
' grams, including large case management and psychiatric review. 

The result is a health care plan that focuses on containing j
overall costs, not just prices. illlllii,

And it works. In fact, in the 24 markets we currently serv- i-
f ice>Wdvebeen able to reduce our cost trends for PPO clients by ag!Il,FF

.much as 8%.'. 4
Ifyouthealthcareplanhasbeena bitter pill to swallow, call us in the

E ihorning. Ifwdre not in your market already, there's a good chance we will be '
,

: j. soon.· 4 5

The Hartford's PPO networks are marketed in the
' :f locations befo*,under the name PULSE

*  ,  'For more informatidn, call your local
s, , 'Hartford Group°Sles Representative.

1
'

4 . ., I . I.
A / I I

4 :$ I ' ITT HARTFORD

Baketsfi6ld,fresno, Lds A4eles, Sacramento, San Diego, San Francisco, Washington D.C., Daytona, Ft. Lauderdale, Jacksonville,
Miami,'Orlindo, Tampa, Kansas City (KS), Baltimore, Kansas City {MOL Minneapolis, Charlotte, Southern NI, Philadelphia,
Nadhville, Houston,BSahAIttonio, Seattle.

4 1990 Hartford Life Insorance f:ornanies, Hartford; CT 06115
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Spotlight repor*
Contznued from previous page Services provided: 5% of gross vldlng utillzatlon review services tn UniPsych Systems Inc. services, psychiatric and substanceemployees, 14% with 1,000-2,499 em- revenues from providing utilization 1985

1590 N E 162nd St , North Miami abuse services, chiropractic services,ployees, 7% with 2,500-4,999 employ- revlew services to employers, includ- Parent company: Union Labor
Beach, Fla 33162, 305-944-9237 workers compensation/disabilityees, 11% with more than 5,000 em- ing frequent preadmission certifica- Life Insurance Co Staff: 13 total, 11 professionals,ployees tion, concurrent hospital treatment Services provided: 100% of gross Year founded: 1986 including one physician, 10 regis-Covered lives/reviewed admis- review, length of stay determination, Services provided: Utilization tered nurses One physician on a re-slons. 29 milhon employee benefit discharge planning, case manage- revenues from providing utilization

plan lives, 600 woikers compensation ment, occasional retrospective re- review services to employers, includ- review services offered to employ- tainer basis
ing frequent preadmission certifica- ers include frequent preadmission Clients· 14 total clients, nine em-lives, 235,200 total admissions re- view, outpatient psychiatric and sub-

vieved stance abuse services, 92% of gross tion, concurrent hospital treatment certification, concurrent hospital ployer clients, 22% with fewer than
Branch offices St Louis, Peoria revenues from providing utilization review, length of stay determination, treatment review, length of stav de- 500 employees, 44% with 1,000-2,499

discharge planning, retrospective re- termination, discharge planning, ret- employees, 11% with 2,500-4,999 ern-and Chicago, Ill, Lincoln, Neb review services to insurance com-

1989 gross revenues: $149 mil- panies, HMOs, PPOs or TPAs, 3% of view, second surgical opinion, hospi- rospective review, second ps>chiatric ployees, 23% with more than 5,000
lion total gross revenues from providing other tal bill audit, case management, oc- opinion, hospi:al bill audit outpa- employees

casional outpatient service tient service predetermination, out- Covered lives/reviewed admis-Charges: Per employee, $1 25- services
patient psychiatric and substance sions. 120,520 employee benefit plan$1 65, per case Services reviewed· Group health predetermination, outpatient psychi-

atric and substance abuse services abuse services, case management, lives, 15,600 total admissions re-Principal officers Richard services, dental services, chiropractic 50% of gross revenues from providing viewedMcMaster, chief executive officer, services, workers compensation/dis- Services reviewed: Group health utilization review services to insur- 1989 gross revenues· $682 436Rebecca A Hemann, vp, Pamela S ability services, psychiatric and substance ance companies, HMOs, PPOs or totalDePriest, director-marketing, James Staff. 43 total, 25 professionals, abuse services TPAs, 50% of gross revenues from Charges: Per employee, 90 cents-A Roberts, director-operational pro- including four physicians, 15 regis- Staff: 20 total, all professionals, providing other services $1 25, per hour, $35-$75grams tered nurses, one medical records including one physician, 16 regis- Services reviewed Psychiatric Principal officers. S Walker

i
technician

tered nurses, two licensed practical and substance abuse services, work- McCune, executive vp, Jody AT Clients: Three total clients nurses, on medical records techm- ers compensation/disability Hunter, vp, Karen B Rothschild,Covered lives/reviewed admts- cian, five physicians on a retainer Staff: 16 total, five professionals, program managerstons 23 million employee benefit basis including two physicians, one regis-
TAO Inc. plan lives, 10,860 total admissions Clients: 75 total clients, all em- tered nurse, two medical recordsreviewed

1901 Market St , 32nd Floor, ployer clients, 60% with fewer than technicians 14 physicians, one nurse,
1989 gross revenues: $3 8 million

Philadelphia, Pa 19103, 500 employees, 20% with 500-999 16 psychologists on a retainer basis
total, $3 7 million from utilization

employees, 10% with 1,000-2,499 em- Clients: Four total clients

V
800-344-1255 review services

ployees, 5% with 2,500-4,999 employ- Covered lives/reviewed admis-Year founded. 1985 Charges· Per employee, per case, ees, 5% with more than 5,000 employ- sions: 70,000 employee benefit planParent company: Independence $200-$400 Value Health Sciences Inc.
ees lives, 200 total admissions reviewedBlue Cross Principal offtcers: Dr Anthony F 1989 gross revenues· $1 5 million 1448 15th St, Suite 202, Santa

Panzetta, presdident/chief executive Covered lives/reviewed admis-
total Monica, Calif 90404, 213-394-2212

officer, Barry Davis, vp/chief operat- sions: 90,000 employee benefit plan
Charges: Per employee Year founded. 1988, began pro-ing officer, Donna E DeHart, vp- lives, 12,000 total admissions re-

PROPERTY INSURANCE viewed Principal officers: Dr Leo H viding utilization review services inmarketing Bradman, chairman, Ronald C 1989
FOR 1989 gross revenues: $1 million Harshman, president/chief executivetotal Parent company: Value Health

OIL, GAS & CHEMICAL U officer
Inc

Charges: Per employee per month, Services provided. 8% of grossRISKS r- $1 50, per case, $75-$150, flat an- revenues from providing utilization
FLOYD WEST & COMPANY nual fee United Behavioral review services to employers: includ-Ullicare

Systems Inc. ing preadmission certification, retro-HOUSTON, TEXAS Principal officers: Daniel E
111 Massachusetts Ave NW, O'Sullivan, president/chief executive 3600 W 80th St , Suite 210, spective review, 67% of gross reve-1 -800-873-6300 Washington, D C 20001, officer, James W Lute, executive vp, Minneapolis, Minn 55431, nues from providing utilizationCall for Free Brochure 800-848-9200 James R Hibbittss, vp-Union Labor 800-433-0519 review services to insurance com-

Year founded: 1984, began pro- Life Insurance Co panies, HMOs, PPOs or TPAs, 25%
Year founded: 1985 of gross revenues from providing
Parent company: United Health other services

Care Corp Services reviewed: Group health
Services provided: 2% of gross services

revenues from providing utilization Staff: 21 total, five professionals,
PATTERNS OF TREATMENT review services to employers, includ- including three physicians, one regis-

ing frequent preadmission certifica- tered nurse, one medical records
tion, concurrent hospital treatment technician, 15 professionals on a re-

1 review, length of stay determination, tainer basis
Ambulatory Health Care discharge planning, retrospective re- Clients. 13 total clients, all with

1 view, outpatient service predeter- more than 5,000 employees
Management mination, outpatient psychiatric_and Covered lives/reviewed admis-

substance abuse services, case man- sions: 6 million employee benefit
agement, occasional hospital bill plan lives, 15,000 total admissions
audit, 2% of gross revenues from pro- reviewed
viding utilization review services to Charges: Per employee per month,

PATTERNS... insurance companies, HMOs, PPOs or 10 cents-15 cents, per case, $65-$80
TPAs, 96% of gross revenues from Principal officers: Leslie D Mi-
providing otlier services chelson, president, Jacqueline Kose-

Services reviewed: Psychiatric coff, executive vp, Dr Mark R Chas-
The Standard and substance abuse services sin, senior vp, Dr Robert Dubois, vp,

Staff: 14 total, six professionals, Robert A Patricelli, president-Value
in Ambulatory Review including one physician, two regis- Health Inc

tered nurses, one medical records
technician, two psychologists Six VALUTRAC
physicians, two nurses on a retainer

Professionally • Designed by a nationally recognized basis P O Box 219095, Portland, Ore
97225, 503-641 -5352Developed physician Clients: Eight total clients, four

• Developed by physicians from all areas employer clients, 10% with fewer Year founded: 1986
of the United States than 500 employees, 50% with 500- Parent company: Metrocare Na-

999 employees, 25% with 1,000-2,499 tional Inc
employees, 15% with more than 5,000 Services provided: 80% of grossClinical Baseline • Uses ICD9 CM diagnostic codes and employees revenues from providing utilizationCFr/CRVS procedures codes Covered lives/reviewed admis- review services to employers, includ-
sions: 300,000 employee benefit plan ing frequent preadmission certifica-

Comprehensive • Deftnes accepted physician services lives, more than 2,000 total admis- tion, concurrent hospital treatment
sions reviewed

• Deftnes appropriate levels of service review, length of stay determination,
Branch offices: Omaha, Neb discharge planning, retrospective re-• Defines reasonable frequency of services 1989 gross revenues: $11 5 mil- view, second surgical opinion, hospi-

hon total, $230,000 from utilization tal bill audit, outpatient service pre-Effective • Prevents over-utilization review services to employers determination, outpatient psychiatric
Review • Identifies under-utilization Charges: Per employee, 30 cents- and substance abuse services, case

• Controls "procedural creep" 60 cents, per case, $300-$500, per co- management, high-risk pregnancy
vered life, 18 cents-30 cents screening, skilled nursing review,• Is easily implemented and flexible Principal officers: Jack New- chronic care review, 20% of gross• Uses commonly available claim form strom, president/chief executive offi- revenues from providing utilization

data elements cer, Dr Charles Sherman, operations review services to insurance com-
director panies, HMOs, PPOs or TPAs

Management • Provides signiftcant cost savings Services reviewed: Group health
services, psychiatric and substanceControl I Provides extensive management Utilization Management abuse services, chiropractic services,reporting capabilities Program workers compensation/disability

• Offered with state-of-the-art software
Suite 250, 200 ATC, 1575 Staff: 122 total, 84 professionals,

• Integrated with UR/QA systems Norhts,de Drive, Atlanta, Ga including eight physicians, 76 regis-
• Can be used in pre-payment or post- 30318-4208, 404-350-4301 tered nurses, 128 physicians on a re-

tainer basispayment modes
Year founded: 1985 Clients: More than 3,500 total eli-• Payment action on remanded claimb
Parent company: Atlanta Health- ents, 1,500 employer clients, 60%

depends upon client-established policy care Alliance with fewer than 500 employees, 15%
Services provided: 66% of gross with 500-999 employees, 15% with

Physician • Provides "credentialing" of providers revenues from providing utilization 1,000-2,499 employees, 5% with
Benefit using their practice patterns review services to employers, includ- 2,500-4,999 employees, 5% with more

ing frequent preadmission certifica- than 5,000 employees• Ensures consistent claims adjudication
tion, concurrent hospital treatment Covered lives/reviewed admis-

rules
review, length of stay determination, sions. More than 1 million employee

• Continually updated as changes in discharge planning, retrospective re- benefit plan lives, 80,000 total ad-
medical technology occur view, Outpatient service predeter- missions reviewed

mination, outpatient psychiatric and Branch offices: Seattle, Detroit
substance abuse services, case man- and Grand Rapids, Mich, Pleasan-
agement, occasional hospital bill ton, Calif , Dallas, Jackson, Miss ,© Concurrent Review Technology, Inc. 3541 Bass Lake Road, Shingle Spnngs, CA 95682 audit, 34% of gross revenues from Charlotte, NC, Indianapolis, Peoria,

[9161677 0284 providing utilization review services Ill, Minneapolis, Philadelphia, Salt
to insurance companies, HMOs, PPOs Lake City, Orlando, Fla
or TPAs 1989 gross revenues: $3 5 million

Services reviewed: Group health Continued on next page
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total.

Charges: Per employee, 30 cents-
$2.50; per case, $75-$250; flat an-
nual fee, $5,000-$75,000; by the hour,
$75; percent of savings, 30%.

Principal officers: Steve Gregg,
president; Joan E. Copeland, execu-
tive vp; Rylla Riverman, vp-opera-
tions.

i
Western Medical Review

23840 Hawthorne Blvd., Torrance,
Calif. 90505; 213-378-2248

Year founded: 1977.

Parent company: Health Care Al-
liance.

Services provided: 100% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission certifica-
tion, concurrent hospital treatment
review, length of stay determination,
discharge planning, retrospective re-
view, second surgical opinion, hospi-

Poll rates

UR tools

on ability
to Cut cost

By JERRY GEISEL

Case management is the most ef-
fective component of utilization
review programs, according to a
survey of employers, third-party
claims administrators, insurers
and agents.

Hospital precertification and
concurrent review programs are
somewhat less effective in control-

ling costs, while outpatient utili-
zation review and second surgical
opinions are the least effective
portion of UR programs, a Self-In-
surance Educational Foundation

survey found.
Those surveyed were asked to

evaluate the effectiveness of UR

components on a scale of 0 to 3,
with 0 meaning no impact; 1
meaning a slight impact; 2, a mod-
erate impact; and 3, a significant
impact.

Case management was given 2.1
points on average, followed by
precertification with 1.8 points
and concurrent review with 1.7.

By contrast, outpatient utiliza-
tion drew an average of 1.4 points
and second surgical opinion pro-
grams 1.1 points.

The survey, "Health Care Cost
Containment Report," was con-
ducted late last year by the Self-
Insurance Educational Founda-

tion, the research and education
arm of the Self-Insurance Institute

of America, a Santa Ana, Calif.-
based trade group representing
those who provide or administer
self-insured health care programs.
Intracorp, a health care manage-
ment company in Berwyn, Pa ,
sponsored the survey.

Results are based on 180 re-

sponses from employers, TPAs, in-
surers, agents, brokers and con-
sultants. Employer responses are
based on their own medical plans,
while others based their answers

on how well cost containment fea-

tures in clients' medical programs
have worked.

Under a medical case manage-
ment program, rated the most ef-
fective part of utilization review,
catastrophic-size medical claims
are identified, often through a hos-
pital precertification program

 Planning then can begin for the
most cost-effective treatment.

For example, medical personnel
might recommend and arrange for
a patient to leave a hospital and
have treatment continued at home

Continued on next page

tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case

management.
Services reviewed: Group health

services, dental services, psychiatric
and substance abuse services, chiro-
practic services, workers compensa-
tion/disability.

Staff: 54 total; professionals in-
clude one physician, 30 registered
nurses, four licensed practical
nurses, five medical records techni-
cians; 50 physicians, two nurses on a
retainer basis.

Clients: 400 total clients; all em-

ployer clients.
Covered lives/reviewed admis-

sions: 300,000 employee benefit plan
lives; 2 million workers compensa-
tion lives; 45,028 total admissions re-
viewed.

Branch offices: San Diego, Calif.
1989 gross revenues: $2.3 million

total.

Charges: Per employee, $1.15-
$2.50.

Principal officers: Donald Bal-
zano, president; Victoria Nishioka,
director-operations; Dr. Ronald
Kaufman, medical director. I
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UR components
Continued from previous page
with visiting nurses.

"Medical case management
works because it focuses on the in-

dividual case," said Gregery J
Riedi, an Intracorp senior vp. "It
is an emphasis on the individual
case, a personal face-to-face ap-
proach."

Under a hospital precertification
program, rated the second most ef-
fective, an employee's physician
typically must explain an employee
medical problem to an employer's
insurer or UR company to reach

Second opinion
programs may be a
victim of inflated

expections, says
Gregery J. Riedi.

agreement on hospitalization and
the length of stay. Generally, em-
ployers will reimburse hospital
charges for a certified admission at
a higher level than they will for a
non-certified admission.

Precertification promotes "bet-
ter decision making because you
know what is going to happen" and
can plan for it, according to Mr.
Riedi.

Under concurrent review, rated
the third most effective part of uti-
lization review, physician and hos-
pital services are monitored as they
are delivered.

It tells the medical community
that "management of health care
does not go away after precertifi-
cation," Mr. Riedi said.

Second surgical opinions, once
heavily promoted as a key to con-

trolling costs, were judged the
least effective part of UR pro-
grams. Respondents said they had
a slight impact on plan costs.

These programs may, in part, be
victims of high expectations, Mr.
Riedi said. And they may also have
not succeeded because they were
not well-focused, he added.

The low score for outpatient uti-
lization review-1.4 points, or mo-
destly effective-may be mislead-
ing, he said.

That score may reflect the rela-
tive newness of outpatient utiliza-
tion review and a lack of data

rather than ineffectiveness, he
said.

Asked to rate the effectiveness of

cost control measures in general,
respondents said increased cost
sharing, such as raising employee
premium contributions, had the
most impact-with an average
score of 1.7 points.

Utilization review was given 1.5
points on average; restricting cov-
erage for mental health and sub-
stance abuse, 1.3 points; and re-
ducing benefits-such as through
raising deductibles and coin-
surance requirements-1.3 points.

The use of health maintenance

organizations was rated the least
effective in controlling health care
costs with an average score of 0.5.

By contrast, a broader survey by
benefit consultant Hewitt Associ-

ates found employers were almost
evenly divided on whether HMO or
indemnity plan costs were rising
faster (BI, Feb. 5).

Most survey respondents-569-
reported that they or their clients
have implemented some type of
managed care approach, such as
offering a preferred provider orga-
nization, case management, utili-
zation review or precertification.

In addition, 36% said they or
their clients have raised deduct-

VVE:ilillJ I Vii WVV I VH jr I.V J I LIt 1-A V
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Medical price inflation-doctors
and hospitals charging more for

their services-was rated the big-
gest contributing factor in rising
medical care costs with a score of
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Insure,Topcs A special editorial section
sent exclusively
to insurers and reinsurers

New friends
Despite recent feud, insurers embrace consumer groups

By MARK A. HOFMANN

"We must aU hang together, or
assuredly we shall hang separa-
tely."

-Benjamin Franklin
upon signing

the Declaration of Independence

Heeding Ben Franklin's advice,
property/casualty insurers have a
long history of banding together to
promote the well-being of their in-
dustry.

Through groups like the Alliance of
American Insurers, the American In-
surance Assn., the National Assn. of

Independent Insurers and the Na-
tional Assn. of Mutual Insurance

Companies, property/casualty insur-
ers have lobbied for favorable regula-
tory changes, promoted employee
education and attempted to win pub-
lie support on public policy ques-
tions.

But the November 1988 passage
of Proposition 103 by California
voters, which reflected the public's
often-negative perception of prop-
erty/casualty insurers, and the threat
of similar measures in other states

are leading companies to form new
alliances.

In one case, insurers are extend-
ing their hands to their traditional

foes: national consumer groups.
The Washington, D.C.-based Ad-

vocates for Highway & Auto Safety,
which was formed in September, is
the culmination of more than a year
of meetings aimed at finding common
ground between msurers and con-
sumer advocates, pointed out Robert
E. Vagley, president of the American
Insurance Assn. in Washington.

"At first, there was some early
anxiety and concern about working
with each other," said Mr. Vagley.
"There was a tremendous amount of

broken glass on the floor."
"It was difficult. It was a time

when consumer groups, including the
Consumer Federation of America and

Public Citizen, were on the offensive

against the (property/casualty) in-
dustry," said Steve Brobeck, execu-
tive director of the Washington,
D.C.-based Consumer Federation of

America and a member of the Advo-

cates' board.

Efforts were nearly scuttled after
the release of a report last May by
Public Citizen, the CFA and the Na-

tional Insurance Consumer Organiza-
tion that questioned the efficiency of
auto insurers, called for repeal of the
McCarran-Ferguson Act and was
otherwise critical of insurers, he said.

Among the non-insurance indus-
try groups on the Advocates' board
are the CFA, an umbrella organi-
zation of consumer groups; Public
Citizen, a consumer research group
founded by Ralph Nader; the Trauma
Foundation at San Francisco General

Hospital, a research group involved
in injury prevention issues; and the
Police Foundation, a law enforce-

ment research group.
Despite fundamental differences,

many saw the coalition as a natural.
As the AIA was meeting with con-

sumer leaders, Gerald L. Maatman,

president of the Long Grove Ill.-

based Kemper Group's national in-
surance companies, was thinking
about forming a broad-based coali-
tion to deal with the root problems of
high auto insurance prices.

In a September 1988 speech, Mr.
Maatman called on insurers, consum-

ers, law enforcement, safety experts
and others to jointly tackle auto
safety problems (BI, Oct. 10, 1988).

Mr. Maatman, whose companies
belong to the Alliance rather than
the AIA, said he was unaware that

the AIA was proceeding along a
parallel track when he made that
speech. However, soon Kemper, the
AIA, the Alliance and consumer

groups were trying to hammer out
a common agenda.

"You start not in recognition that
you have differences, but in recogni-
tion that you have agreement," said
Franklin W. Nutter, president of the
Schaumburg, Ill.-based Alliance.

"You just don't go out and build
a coalition," said AIA's Mr. Vagley.
All members of a coalition have to

have what he calls "a vital inter-

est" that is addressed by the group.
In the case of Advocates, the vital

interest is highway safety-pure and
simple, he said. Issues like the repeal
of McCarran-Ferguson-a move fa-
vored by consumer groups and op-
posed by insurers-would have no
place on the agenda, Mr. Vagley said.

Advocate's structure represents a
careful balancing of the interests of
two often-antagonistic camps.

For instance, each insurance in-
dustry member of the Advocates
board must be matched by a public
board member, noted Judith Lee
Stone, executive director of the Ad-

vocates. Insurers, however, provide
virtually all the funding.

Ms. Stone, a former director of fed-
eral affairs for the National Safety
Council in Chicago and executive
director of the National Assn. of

Governors' Highway Safety Repre-
sentatives, noted that Advocates'

agenda includes:
• Extending all federal motor ve-

hicle safety standards, like rules re-
quiring automatic restraints, to mul-
tipurpose vehicles and light trucks.

• Reauthorization of the National

Highway Traffic Safety Administra-
tion. The Senate approved reauthori-
zation, but a bill has not been intro-
duced in the House.

• Preserving price competition for
automobile replacement parts.

• Reinstating the requirement-
dropped in 1982-that auto bump-
ers must be able to withstand a 5-

mph crush.
Both Ms. Stone and Mr. Maatman

stressed that the group also would be
working with local and state organi-
zations to promote more stringent
auto safety laws. For example, Ms.
Stone will be visiting several cities
and state legislatures in the immedi-
ate future to introduce and publicize
Advocates.

While Advocates does not have the

money to establish formal state affili-
ates, it will work with local consumer
organizations and other auto safety
groups like Mothers Against Drunk
Driving.

"What I am most excited about is

accomplishing things at the state
level," said Mr. Maatman. Advocates

currently is choosing which states
will be targeted for legislative efforts,
he said.

Such efforts, which would vary
from state to state, will include

toughening mandatory seat-belt use
laws; enacting more stringent laws
on drunk driving and driving under
the influence of drugs, including re-
ducing the blood alcohol content re-
quired for a driver to be legally in-
toxicated to 0.08% from 0.1%; and
enacting mandatoly motorcycle hel-
met laws.

Some insurers fear that any con-
tact with consumer organizations
could be used against them by those

groups and have declined to partici-
pate in the Advocates campaign, Mr.
Maatman noted.

"The basic concern is, 'you can't
trust consumer advocates,"' agreed
the AIA's Mr. Vagley. 'But nobody's
lettmg their guard down. We're al-
ways cautious, but I'm not worried
we're letting our guard down," he
said.

Both Mr. Vagley and Mr. Nutter
said members of their associations

support Advocates.
However, the Nationd Assn. of In-

dependent Insurers in Des Plaines,
Ill., has not joined the etfort Lowell
R. Beck, president of NAIL said that
while his organization's board has
nothing against Advocates and

wishes its supporters nothing but the
best, NAII members feel that they
will accomplish more by working in-

dependently of the organization on
local, rather than national, projects
(IT, Jan. 15).

Although the entire insurance in-
dustry may not be ready to work
with Advocates, Kemper's Mr. Maat-

man said that within a year or so "the
proof will be in the pudding" that in-
surers can work with national con-

sumer groups without being cast in a
negative light.

"We're going to have to show by
example," he said.

"Just because they're critics
doesn't mean you shouldn't work
with them," Mr. Nutter added. /
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III's new campaigns mark Health insurer group
6change in direction': Moore to continue fighting

By MARK A. HOFMANN From the III's Washington, DC, bility and are used widely, why
offices, the video news bureau began shouldn't our video press releases be mandated benefits

NEW YORK-Video news releases operations last March with the pro- the same thing?" he asked.
sent to television stations nationwide duction of a videotape of the Na- Institute representatives also will By MARK A. HOFMANN
and regional consumer education ef- tional Conference on Automobile In- visit newspaper editorial boards this
forts with agents and consumer surance Issues The video facility will year WASHINGTON-The Health Insurance Assn of America is put-
groups will highlight the Insurance make film clips available to television Much of the III's consumer rela- suing its mission to ltS members by fighting state-imposed benefit
Information Institute communica- stations, in addition to the formal re- tions effort will be targeted by re- mandates
tions efforts in 1990 leases, he said glons this year At the same time, the HIAA is confronting the problems of long-term

The consumer campaign represents Its first video release featured a One example a Richmond, Va, care, preserving a market for managed care products and attempting to
a "a change of tactical direction" debate between consumer advocate pilot prolect aimed at helping con- tackle the problems posed by Americans without health Insurance
after lower-than-expected contnbu- Ralph Nader and Robert W Pike, se- sumers understand auto insurance The association also works with other trade groups on matters
tions forced the property/casualty mor vp, secretary and general coun- costs of Joint Interest, notably the National Insurance Consumer Helpline,
trade group to drastically scale back sel of Northbrook, Ill -based Allstate An III task force-including the which lS "exceeding our forecasts of use," said Carl J Schramm, presi-
a national public relations program, Insurance Co Consumer Federation of Amenca, the dent of the Washington, D C -based trade group
noted III President Mechlin D Moore Others promoted the Insurance m- National Assn for the Advancement Last year's efforts to block new benefit mandates in Georgia, Missis-
(BI, Jan 15) dustry's response to Humcane Hugo of Colored People and other groups- sippi and Nebraska were "very successful," Mr Schramm boasted

An integral part of the new ap- and the California earthquake Jomed local agents and insurers to The association argues that state-mandated benefit laws, which re-
proach is the video news release, These tapes appeared on television provide consumer tips, such as m- quire health insurance policies to cover specific types of treatment, like
which is designed to use television in Tampa, Fla, the Raleigh/Durham, creasing deductibles, that could mental health care, force up the pnce of health insurance and add to the
to get industry positions to the pub- NC, metropolitan area and Char- lower auto Insurance costs ranks of the uninsurec because small employers often drop their plans
lie The releases will contain the same lotte, NC, which sustained hundreds It was, he said, "quite a compre- when forced to offer expensive mandated benefits
type of consumer-oriented informa- of millions of dollars of damage as a hensive program The most promis- On the other hand, larger employers that self-fund their health care
tion the III provides to newspapens result of Humcane Hugo 1ng aspect was it was a Jomt effort plans are exempt from such state mandates under U S law
and magazines in press releases, Mr The bureau produced about a half- with local consumer organizations" Meanwhile, as the debate Increases over how to assure that all Amen-
Moore explained dozen formal video releases last year, Mr Moore says "a version" will cans have access to the health care system, the HIAA is continuing its

The video releases reflect the and Mr Moore expects 10 to 12 m hkely be implemented m other corn- efforts to develop what Mr Schramm calls a "pro-active" position on
group's mission "to improve public 1990 munities in 1990, but stresses that the problems of the uninsured
understanding of property/casualty III releases were run by about 40 other programs unll not be modeled The association wants
insurance," he said local stations last year, he said Re- exactly after the Richmond pilot In- • All citizens below the federal poverty hne to be covered by Medic-

Mr Moore praises the video news Jected by stations m the largest mar- stead, the III hopes to work with local aid Today, only about 40% of those below the poverty line are covered
service as one of the III's greatest kets, hke New York and Chicago at groups depending upon conditions of by Medicaid, compared with about 70% in the late 19'70s The American
achievements least one release was aired m Detroit, specific areas, he said Medical Assn, Amencan Hospital Assn and various consumer groups

"It's the most effective way we Milwaukee, Buffalo, NY, and III's advertismg also will be highly support the HIAA's position
have devised yet to meet the needs Greensboro, N C targeted this year • Insurers to be permitted to sell no frills heal: h insurance poli-
of television stations across the coun- Mr Moore re]ects the common crlt- "We've decided to target our ef- cies without state-mandated benefits which would allow more people to
try for accurate and up-to-date m- icism that an entertamment orlenta- forts to key states"-including An- afford health msurance

formation on the insurance Industry's tion makes all video news releases zona, Colorado, Georgia, Pennsylva- • All states to adopt high-nsk insurance pools for the medically
viewpoint It will certainly enable us less credible than their more news- nia and Texas-where insurers uninsurable and to reform regulation of small-group Insurance
to reach a much wider audience," he oriented pnnt counterparts believe personal auto insurance will The reforms for coverage provided to small businesses the group
said "If our press releases have credi- be lugh on the legislative agenda, he seeks include, among other things that employers with fewer than

said 25 employees purchasmg health insurance will not be denied cover-
Unlike the 1989 campaign, this age even if one or more of the employees might otherwise be uninsur-

year's effort will not include tele- able, that neither the group nor an individual m the group may be
vision, but probably will be "pri- denied coverage because the group's or individual's health deterlorates,

t,2 : manly prmt with the probabihty of and assure that no smgle group Bould pay more than 150% of the
2//

GCUDEN GAIE r#IEAS:A,f >

*am,

some radio," Mr Moore said average cost of similar groups for basic group health coverageANICIA
<CREARONA,lti

S F Hest »*r' The Institute also has thrown ltS • Small employers that are not incorporated to be able to deduct
..f hmited resources behind the National 100% of their health care premiums, the same deduction to which./ MAY.GOLDEN GATE

NAn REC AREA f -» , als \ *@In Insurance Consumer Helphne, a toll- large employers currently are entitled
Pac* *¢ -

l../*!HI.. ./02 NYkf free telephone service fiel(ling gen- The association also has testified before the Pepper Commission,
P/-'Ibm.

G /O,1 eral msurance questions (IT Jan 15)*.1. named after late FloIlda Rep Claude Pepper and chaired by Sen John
5.LDENCATE "I see the Helphne as a major pm-IF D Rockefeller IV, D-W Va , which lS investigating how to provide access*An Ic

AMI

San i * E'% Alameda 4 ,_\L'. onty for 1990," Mr Moore said to health care for all Amencans and examining the problems of long-
At#m-Ce I /

Francisco 9 The helpline will replace the in- term care A report is expected this springC...

San fr,nc,ic.
2*le,al 6.*-5

£14.'D stitute's own consumer hot line, The HIAA also has provided Information to the Quadrennial Council
/AVlf*1*#h¥If which is belng phased out over about on Social Security, which iS considermg the future of the Medicare

/nfl Aip
+ a year system and is expected to issue its recommendations sometime in 1990

*.'-Sk .... al, City vy -01**uck 5/ Because the III also informs in- The HIAA, along with the American Council of Life Insurance, the
St.*le t' 5 F Giants as'49*48;

*.IM

dustry figures about social trends Insurance Information Institute and several other property/casualty in-
that could affect insurance, the in- surance trade groups, have bar. ded together to sponsor the NationalWe can't stop the big one. stitute maintains an electronic re- Insurance Consumer Hellline, a toll-free telephone service that answers
search data base and issues pei'lodic questions and takes complaints about all types of insurance

But we can help ease the aftershock. executive news letters for the use of Mr Schramm could not say how many calls the service received in
insurers, Mr Moore said its first month, only that response has exceeded expectations Health

Ten billion dollars of earthquake damage in just A "We want to tell the outside world care was the smgle largest area of interest with the most common ques-
about the insurance Industry and tell tion bemg "How do I get health insurance?"15 seconds and it wasn't even "The Big One " When All the insurance industry about the out- The HIAA was founded in 1956 'to represent member companiesit does come, the catastrophe will be of unim,lginable 19 j side world," Mr Moore said that wnte health, accident and disabihty Insurance before Congressproportions

But, for less than $10, members of the The institute, founded in 1959, is and the state legislatures, and before the executive branches and
lei --*Zt  supported by property/casualty m- regulatoly agencies on matters of policy, legislation and regulation," Mrinsurance community can cushion some of the many AY

aftershocks by being ware of the financial, economic, i@ 1 surance companies Schramm said

In addition to its New York and Its 350 member companies vary greatly m size and write an esti-social, and political ramifications of the earthquake fl
Washington offices, the III and its mated 85% of the total U S commercial health insurance premiumThese are just some of the subjects covered /1/
affiliated Western Insurance Infor- volurneby Tbe Earthquake Report, published in September, /'1

1989 by The Society of CPCU This succinct, 40-page /4 mation Service have offices in At- The association employs 130 workers at offices in Ne N York, Chicago
report summarizes the proceedings of the first /. lanta, Austin, Texas, Beaverton, Ore, and Los Angeles and its Washington, DC, headquarters
international earthquake conference m which Boston, Chicago, Denver, Overland Mr Schramm jomed the HIAA in 1987 after serving as director of
experts from 19 countries shared mformation and technologies- Park, Kan , Seattle, and Tustin, the Johns Hopkins Center for Hospital Fmance and Management in
for managing earthquake risk Cahf Baltimore

This report, the widest array of mformation ever compiled on earthquakes . .

and insurance, is must reading for everyone m insurance Order *e Eartbqwke The Insurance Information Institute The Heaith Insurance Assn Of Amenca is located at 1025 Connecticut
/*ort today by mailing the coupon below and your check (payable to The Society of ts located at 110 William St, New Ave NW,Sutte 1200, Washington,DC, 20036, 202-223-7780
CPCU) to Publications, The Society of CPCU, 720 Providence Road, CB No 9, York, N Y 10038, 212-669-9200
Malvern, PA 19355-0709 Or call 215-251-2743 to order

Please send me Eirthquake Reports @ $995 each
AIA's mission

Name

18 ipciet¥
Continued from page 688 Mr Vagley noted that it has been With a staff of 250, the AIA's

Company AIA's most significant achieve- adding to ltS membership during New York-based American Insur-
CPCU

Address ments of recent years, he said the past few years, noting that ance Services Group provides tech-
CIty Those six chief areas of concern units of Continental Corp of NeB meal services to association mem-Chartered

property md Casualty State Zip aside, "heaven knows we'll have York recently joined the AIA after bers and non-members
Underwiters our share of firefights," he said having not seen affiliated with any It was formed in 1965 by thePhone No

The AIA's members write about of the three largest property/ca- merger of several trade groups
PA residents please add 6% sales tar 810290 , $56 billion in annual premiums, or sualty trade associations for more

about 28% of total U S property/ than two decades The American Insurance Assn M

casualty premium volume Much of The AIA has 139 staffers in six located at 1130 Connecticut Ave

1*s members' business is concen- regional offices and its Washing- NW, Washington, DC, 20036,
'ed in commercial lines ton, DC, headquarters 202-828-7100

. -- 0, -

1Alliance members' total premium volume, followed 60173-4980,708-330-8500 safety, the AIA 15 looking to build ran-Ferguson has been one of the
similar coalitions on other topics Continued on page 68D
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Despite setbacks, ISO looks to retain role
By MARK A. HOFMANN

NEW YORK- -·The Insurance Ser-

vices Office Inc. will continue to play

a significant role in the property/ca-
sualty insurance industry, despite
undergoing major changes in the past
year, says ISO President Fred R.
Marcon.

"If the ground opened up and
swallowed ISO," another organiza-
tion would be formed within a few

weeks to provide the same sorts of

products and services, he said.
"If we didn't do it, each individ-

ual insurer would have to do it. This

information allows them to make

better decisions," Mr. Marcon said.

"ISO is in the business to provide
information--information that will

aid insurers. There is nothing mag-
ical in what we do," said the head

of the New York-based group.
But, there have been significant

changes in those information services
and in ISO's makeup in the past year.

With an eye toward dampening
congressional enthusiasm for altering
insurers' federal antitrust exemp-
tions, ISO announced last spring that
it no longer would provide fully de-
veloped advisory rates beginning this
year and mstead issue advisory pros-
pective loss costs from which insurers
will develop their own final rates (BI,

April 10, 1989).
Advisory prospective loss costs are

estimates of insurers' future loss pay-
ments, including costs such as claims

handling and legal defense. Advisory
rates include prospective loss costs
and provisions for insurers' market-
ing and overhead expenses, and un-

derwriting profit and contingencies.
"ISO has been evolving over time.

It is a step in our continuing evolu-
tion, but this is a major step," Mr.
Marcon said.

Other changes at ISO include:
• Opening the ISO board up to

non-industry members. Christopher
DeMuth, president of the American
Enterprise Institute for Public Policy,
became the organization's first public
board member in January.

• Turning all decision-making
authority concerning ISO advisory
data over to ISO staff members to

quell any charges of insurer control
of the process. "There is no insurer
involvement in that process" now,
Mr. Marcon said.

"I personally take a great deal of
pride" in the transfer of responsi-
bilities, he said.

• Trimming its number of insurer
committees and putting ISO staff
members in charge of the surviving
committees.

Mr. Marcon also asserted that ISO

helps consumers because "the infor-
mation ISO provides through its
economies of scale" lead to lower-

cost products.
Its impact on insurer-consumer re-

lations aside, ISO is not a lobby-

ing organization, Mr. Marcon said.
"Advocacy and legislative change

is not its bag," he said.
ISO says it tries to remain neu-

tral but was dragged into the polit-
ical arena two years ago when it
was named as a defendants in an

antitrust suit brought by a group cf
state attorneys general (BI, March 28,
1988).

A federal judge in San Francisco

dismissed the suit last year (BI, Sept.
25,1989).

However, insurers "didn't win,"
Mr. Marcon says, and "we will con-

tinue to be involved in a protracted
lawsuit": The attorneys general are

appealing the dismissal and a similar
suit against many of the same defen-
dants filed by the Texas attorney
general in state court is still active
(BI, Oct. 30, 1989).

"I believe it's sad when the jud.-

cial process can be manipulated" for
political reasons, Mr. Marcon said.

Defendants claim the actions were

brought to funher political careers of
prosecutors, a charge which prosecu-
tors ceny.

Repeating his assessment of the sit-
uat-on at the annual Joint Industry
Conf€renee sponsored by ISO, the In-
surance Information Institute and the
American Insurance Assn. last

month, Mr. Marcon called the suits

"extraordinarily expensive and
wasteful" (134 Jan. 15).

He predicts that ISO will perse-

MANAGED

vere. "Our biggest challenge is to be
masters of our own destmy."

About 1,500 insurers use at least
one of ISO's products, which include
rating information, recommended
policy language and model policy
forms.

The organization does not provide
workers compensation insurance, life
or health insurance-related services.

Any U.S. property/casualty insurer
can participate in ISO. ISO partici-

INDEPENDENT

4/

8

pants write roughly 80% of the na-
tion's total commercial prcperty/ca-
sualty premium and about 35% of
U.S. personal lines propertj·/casualty
insurance premium.

Members write commercial liabil-

ity insurance more than any other
line, followed by commercial prop-
erty insurance.

The organization has seven field
offices and is funded by the fees in-
surers pay for services and products

NOVATORS

SICIAN REVIEW

as well insurer assessments.

But ISO's staff of 2,700 is less than
half of the 5,700 it had when the or-

ganization was formed by the 1970
consolidation of several rating and
statistical organizations.

Mr. Marcon does not expect further
staff reductions.

The Insurance Services O#ice, 1nc.,
is located at 175 Water St., New
York, NY 10038; 212-487-5000.

« T ATe are the pioneers in Independent
V V Physician Review. Nearly a hundred

physicians and psychiatrists review out of
our Massachusetts and Hawaii offices. It
is the most intense physician specialty
review available:'

ARTHUR E. ELLISON, M.D.
Medical Director

Peer Review Analysis, Inc.

No other managed healthcare program offers
the type of flexible physician specialty review
we do. None. Check out these benefits.

u Cost-effective, appropriate healthcare. Our
highly credentialed physician reviewers focus
on therapeutic benefit alternatives. Our
experience shows that the best therapeutic
plan of care almost always results in the most
cost-effective outcome.

m Ability to easily integrate our IPR with your
utilization management program.

c Immediate attention to case referrals.

And appeals.

Our clients tell us that IPR doctor-to-doctor

negotiations often make the difference in
changing the attending physician's plan of care.
They also appreciate the fact that 90% of their
referrals are turned around within 24 hours,
most within 12.

If your utilization management program lacks
a staff of readily accessible specialty M. D.
reviewers, call us. Or write for our booklet,

PRA Innovation In Action: independent
Physician Review.

Peer Review
Analysis, Inc.
Cost-effective strategies
for quality healthcare.

380 Pleasant Street,
Malden, MA 02148
(617) 322-6400.

©1990. Peer Review Analysis, Inc.
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NAII to continue to focus on state issues
By MARK A. HOFMANN

DES PLAINES, Ill.-The Na-
tional Assn. of Independent Insur-
ers will continue to build coali-

tions with citizens' groups on the
state level, rather than joining
with national consumer groups to
form broad-based campaigns.

Among the group's top priorities
in 1990 are promoting member in-
terests in statehouses and fighting
to preserve state regulation of in-
surance.

These goals were overshadowed
last year after a bitter controversy
surrounding statements made by a
former NAII official.

The group's senior vp and gen-
eral counsel, John B. Crosby, re-

signed las: October amid a barrage
of criticism over his publicly liken-
ing some consumer activists to
Adolf Hitler (BI, Oct. 2, 1989).

Those statements-"which did

not represent good judgment"-
were quickly disavowed and cost
the association no members, says
NAII President Lowell R. Beck.

Having put that controversy be-
hind it, the NAII is now again
stressing its lobbying efforts, he
said.

The association last year lobbied

and testified before state legisla-
tors to block the introduction of

what it calls punitive, Proposition
103-like laws.

"Many critics were talking about
a Proposition 103 tidal wave

sweeE ing the country," Mr, Beck
said. "But I don't think the indus-
try did panic. It didn't fall in and

give in to unrea-
1 sonable propos-
s.- als around the

country."

 i admits the terade
'Ii;2 -, group lost some

battles. For ex-

ample, Mary-
land banned

competitive rat-
Mi. Beck ing and Nevada

and South Caro-

lina ordered rate rollbacks for per-
sonal automobile insurance.

But given the gloomy outlook in
early 1989, "I consider it an ac-

Sf-G-L
Compensation & Incentives

Agency principals are becoming
innovative when it comes to luring
new producers to their firms as

well as for retaining their current
employees. Bl will rev ew these
innovations, look at compensation
and the employee benefits most
often offered to producers.

issue: April 2

Ad Closing: March 20

Advertising/Sales Promotion
IMS Conference Report

What strategies are used by
successful agencies to promote
1heir firms? Returning fro-n the
recent Insurance Marketing
Services Conference, Bl will report
on how agents can impove their
marketing and advertising efforts
to generate more business.

Issue: May 7
Ad Closing: April 24

complishment that the insurance
industry came through that year
still intact," he said.

Mr. Beck stressed that the NAII

prefers to work with local or state
groups on matters of public policy
rather than with national con-

sumer organizations.
That position was reflected in its

decision not to merge with the Al-
liance of American last year (BI,
May 1, 1989).

In addition, the association de-
cided not to join either the Advo-
cates for Highway and Auto
Safety, a recently formed con-
sumer/insurer coalition (see story,
page 68A), or the National Insur-
ance Consumer Helpline, a tele-
phone hot line sponsored by prop-

Niche Marketing

Want to increase your business?
You've got to find that niche that
sels you apart from your
competition. Bl will look at how
niche marketing works for agents
and brokers, how they can
specialize by type of coverage
they offer as well as by targeting
their clients demographically or by
nature of business.

Issue: June 4

Ad Closing: May 22

Agent/Broker Topics is a unique editorial product - a demographic section
within the pages of the undisputed leader in the commercial insurance industry:
Business Insurance.

Because of Bl's unique position in the marketplace. Agent/Broker Topics offers
an unparalleled advertising opportunity. Once each month issues of Bl
containing Agent/Broker Topics are sent to and read by an exclusive audence
of agenVbroker subscribers. These readers... an audience undiluted oy other
functions ... rely on Bl for news and trends affecting and influencing decisions
made by corporate insurance buyers... 1heir curomers. And they rely on this
demographic section for information directly affecting their own business
operations.

To you, as an advertiser. these agenVbroker readers represent a wealth of
purchasing power for insurance products and services. No olher publication
offers you such a unique selling proposition.

220 East 42nd Street, New York NY 10017-5806
(212) 210-0228
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erty/casualty, life and health
insurers.

While Mr. Beck praises both
groups' efforts, he points out that
retaining the NAII's local orienta-
tion is in its members' best inter-
ests (IT, Jan. 15).

In addition to working with local
consumer groups on no-fault in-
surance and other issues, the NAII
has also worked with local busi-

ness and ethnic organizations on
topics like mandatory seat belt
laws and the availability of insur-
ance in the inner cities, said Mr.
Beck.

"We want to put out money, our
effort and our time with those peo-
ple in the states where we can
make a difference," he said, citing
California, Arizona and Pennsyl-
vania as states in which auto in-

surance is a particularly hot topic.
That grassroots approach also is

reflected in the association's

"Step-by-Step Policyholder Com-
munications Program," a year-old
program that provides members
with monthly packets of camera-
ready printed materials on safety
and insurance industry issues (IT,
Dec. 12, 1988).

Member companies use the ma-
terials as they see fit-reprinting
them verbatim, excerpting them in
company newsletters or magazines,
excerpting material for premium
stuffers or using them as the basis
for local newspaper op-ed pieces,
he said.

The NAII's 560 member com-

panies reported a premium volume
for of $43.8 billion in 1988, the last
year for which figures are avail-
able, or about 23% of the U.S.

In 1989, insurers

didn't 'give in to
unreasonable

proposals,' says
Lowell R. Beck.

property/casualty insurance indus-
try's total volume. Members-
ranging in size from Allstate Insur-
ance Co., the nation's second-lar-
gest property/casualty insurer, to
small regional and specialty com-
panies-write 15% of the commer-
cial premium volume and 32% of
the personal lines market, includ-
ing 35% of personal auto premium
volume.

"We are a culture that has just
about everything," said Mr. Beck.

Some NAII members write only
commercial insurance while others

stress personal lines. Some rely on
independent agents for distribu-
tion while others are direct writ-
ers.

Membership is open to both
stock and mutual property/ca-
sualty insurers. The association
was founded in 1945 with 39 mem-

bers to represent companies that
were independent of rating bu-
reaus.

The NAII now has a staff of 168,
including employees of its Inde-
pendent Statistical Service subsid-
iary. In addition to its headquar-
ters in Des Plaines, Ill., the NAII
operates a federal affairs office in
Washington, D.C., and regional of-
fices in Atlanta, Annapolis, Md.,
and Sacramento, Calif.

Before joining the NAII, Mr.
Beck was an official with the
American Bar Assn. and Common

Cause, a Washington, D.C.-based
citizen action group.

The National Assn. Of Independent
Insurers is located at 2600 River

Road, Des Plaines, Ill. 60018,708-
297-7800.
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95-year-old NAMIC picks up the pace
By MARK A. HOFMANN

INDIANAPOLIS-Although

mor·e insirance companies belong
to the National Assn. of Mutual In-

surance Companies than to the
other· major industry groups, 95-
.year-old NAMIC has maintained a

rrlatively low profile in recent
years.

But passage of Proposition 103
in California, legislative assaults
on the McCarran-Ferguson Act

and other disruptions of the prop-
erty/casualty insurance industry
have propelled the Indianapolis-
based griup and its members into
"taking a much more active role in
industry affairs," said President
Larry Forrester.

''The industrv has changed signi-
ficantly and our members don't
have mich choice other than to

take an active role," he explained.
This new activism is manifested.

in the creation of lhe Insurance

Education Foundation (IT. Aug. 23,

1989) and a greater emphasis on
intra-industry cooperative efforts
such as the collection of money for
victims of Hurricane Hugo and the

California earthquake, said Mr.
Forresle..

One rpason NAMIC often has

been overshadowed by other pr·op-
erty/casualty insurance associa-
lions is the nature of its member-

ship: Although such giants as
Bloomington, I11.-based State
Farm Mutual Insurance Co. belong

to the group, the
bulk of NAMIC's

1,285 members

are small or

midsized com-

panies. In fact,
800 members are

farm mutuals, some of which
write coverage

*0 in very small
Mr. Forrester territories, Mr.

Forrester

pointed out
Although most members tend to

underwrite personal lines insur-
ance, some target Main Street
commercial accounts, while others

handle large commercial accounts,
he said. NAMIC members wrote

$52 billion in property/casualty
premiums last year. or more than a

quarter of the total U.S. property/
casualty volume.

However, Mr. Forrester pointed
out that ''there's a fairly sign if:-

cant overlap" in the membership
between NAMIC and the Nationa-

1Assn. cf Independent Insurers and
the Alliance of American Insurers.

Initially founded for mutual

companies, NAMIC changed its
bylaws in the early 19705 to ex-
tend membership to stock com-
panies. "It makes for a unique
blend." Mr. Forrester said.

Even with the overlap, the asso-

ciation has a definite role to play,
especially for smaller ccompanies,
he said. ''There's a tremendous

number of companies that aren't
represented in the other associa-
lions."

NAMIC itself maintains only its

Indianapolis office, but related in-
surance associations in more than

30 states lobby local and state offi-
cials, said Mr. Forrester. The 50

staffers at NAMIC headquarters
provide member services such as
technical seminars, educational

materials, and legislative and re:-
ulatory background materials for
member companies.

Education has received a great
deal of attention from the ass:,-

ciation in recent months, most no-

tably through the Insurance Edu-
cation Foundation, he said.
Creation of the foundation

stemmed from the concerns of for-

mer NAMIC Chairman James L.

Osborne. who also is chairn-an of

Oregon Mutual Insurance Co. in
McMinnville, Ore.

Even before the November 1988

passage of Proposition 143, Mr.
Osborne stressed that the indus-

try's image was so rioor that insur-
ers could not afford to simgly let it
continue to deteriorate, Mr. For-
tester said.

To help improw the industry's
image, the foundation's education
efforts are focused on high school
students, whose flrst brush with
the insurance industry usually
comes along with their driver's li-
censes. That initial relationship,
which generally involves high au-
tomobile insurance premiums, is
not a pleasant one, Mr. Forrester

pointed out.
The "Choice-Chance-Control''

program designed by the NAMIC
task force on public relations and

Members are 'taking
a much more active

role in industry
affairs,' says

Larry Forrester.

education teaches students about

the nature of risk, Mr. Forrester

said. NAMIC members, which pur-
chase the kits for distribution in

Excellence

R

For well over 100 years, Munich Re has
maintained a standard of excellence

unparalleled in reinsurance. In good times
and in bad times, Munich Re has quietly
continued to achieve enviable quality in
every aspect of service to the insurance
industry.
By any measure, Munich Re excels!

schools. handed out more than

2,800 last year, he said.
The association's commitment to

education extends to its members,
as well Last year, more than 1,200

people attended NAMIC technical
seminars on "all aspects of insur-
ance company management.'' in-
cluding loss control, underwriting
and accounting, according to Mr.
Forrester.

The organization also has acted
as a clearinghouse for property/ca-
sualty companies' relief efforts in
the wake of Hurricane Hugo and
the October California earthquake,
Mr. Forrester said. NAMIC re-

cently presented checks for
$26,000 to the Greater Charleston

(S.C.) Relief Fund and for more

1 1 1

than $10,000 to the American Red
Cross for California relief, he said.

NAMIC membership is open to
211 properly/casualty insurance
companies. Dues, which range
from $315 to $3,500, are deter-

mined by a company's net written
premiums.

NAMIC was founded by farm
mutual companies in 1895. Mr.
Forrester, who holds a degree in
industrial management from Pur-
due University, has been with
NAMIC since 1970.

.

The National Assn. of Mutual In-
surance Companies is located at
3707 Woodview Trace, P. O. Box
68700, Indianapolis, Ind. 46268;
317-875-5250.

: MARC

Munich Re Group
New York • Chicago • Atlanta
San Francisco • Dallas • Boston

Columbus • Hartford

Philadelphia

Munich Re Group in the USA: MARC and MARC-Life
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RAA seeking
common ground

with insurers
By MARK A. HOFMANN

WASHINGTON-Created after a disagreement with primary in-
surers over a proposed federal riot reinsurance program more than
20 years ago, the Reinsurance Assn. of America, ironically, now
cooperates more closely with primary insurers than with any other
trade groups, says its president.

While the relationship was initially sticky, reinsurers and pri-
mary insurers now cooperate more than ever, said Andre Maison-
pierre, president of the Washington, D.C.-based trade group.

The RAA "doesn't do anything with other reinsurance groups,"
but cooperates with primary insurance trade associations with
"common regulatory and legislative" concerns, said Mr. Maison-
pierre, who joined the group in 1984 after more than two decades as
an official with the Alliance of American Insurers.

As an example, he cites reinsurers' work with the property/ca-
sualty insurance industry's Earthquake Project, a proposal under
which the federal government would reinsure earthquake coverage
written by private insurers.

Ironically, the RAA's genesis was in another proposed federal
reinsurance project. In 1969, reinsurers feared increasing federal
regulation and formed a lobbying group to block a proposed federal
riot reinsurance act supported by some primary insurers, Mr. Mai-
sonpierre said.

Although the RAA's chief function today is representing "its
members before state and federal regulatory and legislative
bodies," Mr. Maisonpierre says the job involves more than just lob-
bying. It also involves clearing up a lingering case of mistaken
identity, he said.

To many regulators and lawmakers "reinsurance and insurance is
one and the same," said Mr. Maisonpierre, adding that "we have
really gone out of our way to meet with state regulators and their
staffs" to increase awareness of the reinsurance industry.

Representing the interests of 31 RAA members means working
closely with the National Assn. of Insurance Commissioners, Mr.

The RAA'doesn't do anything with other
reinsurance groups,' but cooperates with
primary insurance trade associations with

'common regulatory and legislative'
concerns, says Mr. Maisonpierre.

Maisonpierre noted.
The RAA recently has tried to "clean up annual statements" to

identify reinsurers who "make a practice of being late" in paying
ceding companies' claims, he said.

Under a new rule approved by the NAIC that applies to insurers'
1989 annual statements, insurers with undisputed reinsurance bal-
ances that are 90 or more days overdue will be hit with a penalty to
be assessed against their surplus (BI, Nov. 6, 1989).

"We think this will bring about some real discipline," Mr. Mai-
sonpierre said.

To be eligible for RAA membership, a company must:
• Be a professional reinsurer. While some RAA members write

direct insurance, reinsurance represents at least 90% of the busi-
ness of most members, Mr. Maisonpierre said.

• Be domiciled in the United States. Foreign-owned companies
can join the association, but reinsurers owned by foreign gov-
ernments are ineligible.

• Maintain minimum capital and surplus of $75 million.
• Be licensed in California, New York and at least 23 other

states.

• Maintain at least a B rating from A.M. Best Co.
Among the nation's largest reinsurers, only Kemper Reinsurance

Co. is not an RAA member.

U.S. reinsurers write about 75% of the reinsurance purchased by
U.S. ceding companies, and RAA members write at least 80%
of that amount, said Mr. Maisonpierre.

One major RAA aim is what it calls providing a level playing field
for U.S. reinsurers, he said. The trade association lobbies Congress
to change tax treaties exempting some foreign reinsurers-includ-
ing French, Italian and British companies-from federal excise
taxes. And the RAA advocates raising the current 1% excise tax on
premiums paid to most foreign reinsurers to 4%.

The RAA achieved a major victory last year when a federal judge
dismissed massive antitrust litigation filed by 19 state attorneys
general against insurance industry defendants, including the RAA
(BI, Sept. 25, 1988). However, the RAA remains a defendant in a
similar antitrust suit filed by the Texas attorney general in a state
court. That suit still is pending.

Mr. Maisonpierre plans to retire as the RAA's president within the
next few months. He will be succeeded by Jack Blaine, who is
now executive vp.

The RAA has six professional staffers in its Washington, D.C:,
office.

.

The Reinsurance Assn. of America is located at 1819 L St. N.W.,
Washington, D.C., 20036; 202-293-3335
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6% believe padding claims is OK
By MARK A. HOFMANN

OAK BROOK, Il-A small but rapidly increasing por-
tion of the general public believes that padding an insur-
ance claim to cover the cost of the premiums they pay is
"all right," according to a recently released study con-
ducted by the All-Industry Research Advisory Council.

And, a growing number of Americans also think that
the incidence of false claims for several types of coverage,
including personal automobile and health insurance, is
"very common," according to the Oak Brook, Ill.-based
group's "Public Attitude Monitor 1989."

The percentage of respondents who think that false
claims are "rare" for those types of insurance has been
dropping steadily since the question was first included in
the AIRAC's public opinion survey in 1978, the survey's
authons note.

The survey also examined consumers' feelings about
the impact of attorneys' advertising on litigation and in-
surance costs.

The report found that 6% of 1,484 respondents "strongly
agreed" that padding insurance claims to recover premi-
ums already paid was acceptable, up significantly from 2%
of respondents in 1983 and 19 in 1981.

Twenty-two percent of the respondents to last year's
survey "strongly disagree" with the practice, unchanged
from 1983, but down slightly from 27% in 1981.

In addition to gauging the acceptability of padding
claims, the survey asked respondents to mdicate in which
of seven lines of insurance they thought false claims were
most prevalent:

• 42% thought that false automobile claims were "very
common" in 1989, up from 39% in 1983.

• 35% thought false malpractice claims were very com-
mon last year, nearly double the 18% of respondents in
1983.

• 29% thought false workers compensation claims were
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very common in 1989, up from 24% six years earlier.
• 25% thought false disability claims were very com-

mon, down from 28% in 1983.

• 24% thought false fire insurance claims were "very
common," down from 31% in 1983.

• 19% thought false claims for health insurance were
very common, up from 15% in 1983.

• 17% thought false homeowners claims were very com-
mon, up from 16% in 1983.

In addition, AIRAC found that most consumers who
have seen advertising by lawyers think such advertising is
increasing the number of lawsuits and the cost of automo-
bite insurance. According to the report, 72% of the respon-
dents had seen or heard attorney advertisements, while
25% had not and 4% weren't sure.

Of those who had seen or heard advertisements, 41%
said they were more likely to consult an attorney if they
were injured in an auto accident than if they had not been
exposed to the ads; 18% said they were less likely to con-
sult an attorney; and the remainder said the ads either
made no difference or could not answer.

Of those who had seen attorneys' advertisement, 73%
thought that such advertising had increased the number of
liability claims and lawsuits; 17% reported that the ads
had no effect; 9% either did not know or did not answer;
and only 1% thought the ads led to a reduction in claims
and lawsuits.

In addition, 64% of the respondents familiar with the
ads said that attorney advertising had increased the cost of
automobile msuranee; 23% said the advertising had no
effect; only 1% thought the ads had cut the cost of cover-
age; and the remainder did not know or did not answer.

Single copies of "Public Attitude Monitor 1989" are avail-
able at no charge from the All-Indust,y Research Advi-
sory Council, 1200 Harger Road, Suite 310, Oak Biook, Ill.
60521; 708-572-1177. Additional copies are $4 postpaid.
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Companies revamp
retiree health plans
to hold down costs
By MICHAEL SCHACHNER

Strapped with mounting retiree
health care costs and facing strin-
gent accounting proposals, many em-
ployers are revamping their post-re-
tirement medical plans to make them
more cost-effective.

Some employers are asking retirees
to shoulder a greater share of their
health care expenditures, while
others are teaching their retirees to
become better health care consumers.

And, a few companies are drop-
ping their retiree health care plans
entirely.

Unfortunately, the method that has
worked best for trimming active em-
ployees' health care costs-managed
care-is not widely used for retiree
plans, mainly because it is hard to
integrate managed care programs
with Medicare, benefits experts say.

Employers with retiree health care
plans are being hit witk the double-
edged sword of skyrocketing health
care costs and proposed accounting
rules promulgated by the Financial
Accounting Standards Board, bene-
fits experts point out.

And, employers' hopes for some re-
lief from growing retiree health care
costs were dashed with last year's re-
peal of the 1988 Medicare Cata-
strophic Act, which would have sig-
nificantly expanded Medicare
benefits. To the extent that Medicare

would have paid more, employer
plans that were coordinated with
Medicare would have automatically
paid less (BI, Nov. 27, 1989).

Under the FASB proposals, which
could take effect as early as Dec. 15,
1991, employers will be forced to
abandon their current "pay-as-you-
go" accounting practices and accrue
as an expense against corporate
earnings all retiree health care liabi-
lities from the date an employee is
hired until the employee is eligible

· for post-employment health care cov-
erage (BI, Feb. 20,1989).

Some employers can expect the
new FASB proposals to trim their
pretax profits by 20% or more, ac-
cording to recent studies (BI, Dec.
4, 1989; June 19, 1989).

"There's a growing awareness that
the total amount reflecting post-re-
tirement benefits that companies will
have to put on financial statements is
a big number," said Patricia Wilson,
a principal in the Philadelphia office
of benefit consultant A Foster Hig-
gins & Co. Inc.

"To a large extent, today's focus
is being shifted from current costs
to FASB and the future," said Bill
Danish, a consultant with Fort Lee,
N.J.-based Kwasha Lipton.

"FASB is bad news for retirees"

because it will force employers to
curtail retiree medical coverage, ac-
cording to Steve Ferruggia, director
of Buck Consultants Inc.'s group ac-
tuarial practice in Se6aucus, N.J.

"Benefit managers have commonly
examined every nickel and dime
spent on active employees, but re-
tirees have sort of been treated like

water under the bridge," he added.
Bud Martinez, employee benefits

manager for Security Pacific Corp., a
Los Angeles-based bank holding
company, agreed: "By and large, with
a few exceptions, employers have
been more concerned with their lar-

gest group of employees, which
would be actives. But now, they're
looking at retirees as consumers and
as an expense."

Most employers are turning to.cost
shifting in their battle with growing
retiree health care costs, consultants

say.
"They can reduce the overall bene-

fit level,. reduce the lifetime maxi-
mum a retiree can receive, reduce the
cdst of the provider by looking into

Continued on nezt page

managed care or offer less benefits to
retirees with fewer years of service
prior to retirement," said Mr. Ferrug-
gia. "Employees must simply make

retirees pay more of the total cost."
"Cost shifting is going on, espe-

cially among smaller companies," ob-

served David Brenneman, vp and
chairman of the health and welfare

practice committee of East Orange,
N.J.-based Noble Lowndes, an inter-

national employee benefits consul-
tant. "We are seeing the disappear-
ance of first-dollar medical coverage"
for retirees, he added.

Kwasha Lipton's Mr. Danish
Continued on net page

1989/1990

Business Insurance
DIRECTORY
of Corporate Buyers of Insurance,
Benefit Plans & Risk Management Services

Updated and expanded. the 198990 Directory·
includes information on more than 13,700
executives from over 2,100 companies of al[
sizes located throughout the U.S. Plus, vital
statistics on all companies listed include:

•primary type ot business
• sales or assets

•number ol employees
• name and title ot chief financial ollicer

• names and titles ot executives directly responsible tor
- emBloyee benelits - pendin/retirement plans -
personnel - risk & insurance management -
properly/casualty insurance -international employee
benefits andio, usk managemEnt

s y 4 47 f, 6: AP. 43 44 4 J #wWi
$ 1 6 $1$157% 13 $15 1

alb. , 19 A

4 +M) U) 41) 7 .I AL ,

§*$$$$-$-$-5: 11 .p 141' (Ip ' 4
V K

0 V

a:A '42

b:#:*776:,f

IL.& 17*rd'. .,1,1«>: -%«7/.t' tr, HU 1 54 +

.'./ ,1 \
.fu i \

 '4 2... j

Order the 1989/90 Business Insurance

Directory of Corporate Buyers today -
gain access to the executives who are
directly responsible for the purchase of
commercial insurance, employee
benefits and risk management.

To order your copy complete the
coupon or phone 313/446-0477. For
tape sales or information call
313/446-1623.

Business Insurance, February 19, 1990 / 69

 Reserve __ copies

' $85 each (15% discount when you order 5 or more).
 All orders must be prepaid.
. Make check payable to:

0 Business Insurance Directory

: Total enclosed: $
• or charge my 0 Visa 0 Mastercard

0 American Express Il Optima

. Account#

 Exp. nate

 SiQhah,re
.

0 print name

i litte

0 company

I address

I C,ty state zip

i phone
Mail to:

• Business InsUrance Directory

• Single Copy Sales
 965 East Jefferson Avenue

 Detroit, MI 48207

WE CAN HELP YOU CONTROL

THE UPWARD SPIRAL

OF HEALIH CARE COSTS.

Everyday you face startling statistics and grim
predictions about the spiraling costs of health
care Some companies settle for "quick fixes:'
such as reduced benefits and increased

premiums, leaving management and employees
dissatisfied with the results.

Upjohn HealthCare Services® offers you proactive
cost containment. which means containing costs
without compromising quality. Here's how:

Home Health Care - proven case after case to be a

medically effective costefficient alternative to
institutionalization. Our special programs are tailored
to meet individual needs.

Case Management Support - to determine the most
appropriate course of action relative to home care
including projected costs for equipment and ser-
vices Our home care assessment experts can help
manage catastrophic cases before they become
financial calamities

On-Site Health Care Staffing - a flexible resource
for employee health exams, fir*aid stations.

employee health education, safety programs. and
other services.

Let our experience work for you:

• 'Ikenty years' experience as the nation's leader in
home health care and staffing services.
• A nationally implemented Quality Assurance
Program.

• National coverage through a network of 250
service offices throughout the US and Canada.
• One toll-free phone call will provide you with
rapid response to your questions - just call
1-800-345-UHCS.

Now that you know a little about us, wed like to
know about you. We're confident we can meet your
specific needs - and help you control healthcare
costs. For more information. please call us or write:
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Spotlight report

Retiree benefits ductible for major nedical coverage credits to purchase the same life in- their benefits makes them more se- tool in post-letil ement plans, consul-
Ms Silverman estimated the plan suiance benefit they had prior to the lective about the health care servirs tants say

Continued from previouf page design change will redLCe the com- implementation of new program they seek pointed out Wyatt's Mr For example many employets
agi eed ' Employers are mostly panb's FASB liabili-y by 24% Employees can select a lower life m- Grass don't offei managed care options as
changing the level of benefits they In an effort to cushion the blow surance benefit and receive addi- 'Toi long-range savings, I really "Medigap" policies to retirees who
offei by incieasing coinsuiance and of ccst-shifting to retirees and to give tional Ciedits, though they are not al- believe education can make a cif- are eligible for Medicare because lt's
deductibles Employers aI e also seek- employers further control over costs, lowed to increase their life insurance ference There's a big problem wten vety difficult to integrate managed
ing more contributions from (re- some employers are instituting post- benefit an employee racks up a $1 mill an care pi ogram with government-spon-
tirees), especially for spousal cover- retirement flexibl 3 benefit plans, Mr Grass said the flex plan also medical bill without realizing that sored benefits, Mr Danish explained
age" which give retirees more benefit op- contains brand new vision and dental thele was probably alternative deli- In addition, uhile managed care

'We'ie seeing your tr aditional plan lions benefits that, if selected by the le- very systems that could have been progiams tend to focus moi e on out-
tinkeiing," said Gary Laugharn, a Security Pacific Corp began of- tiree, ale paid in full by the retiree less expensive," he said patient cate and zeducing lengths of
consultant with Hewitt Associates lit fering its retizees : fle,ible benefit In addition, any non-used credits More pogressive firms are ecu- hospital stays, Medicare lS moie of a
Lincolnshne, Ill "Employers are in- piogram m 1989 b be.ter manage can be converted to cash, which is eating employees about how medi- hospitalization insurance program,
stituting highei out-of-pocket maxi- potential FASB liabilities, explained placed in a health care savmgs ac- cal benefits fit mto the whole scheme he said
mums and raising the amount re- Mr Martinez count to pay for expenses, like de- of things within the corporation "From a secondary payer's stand-
tii ees must contribute " Tom Grass, a consultant in the Los ductibles, that are not covered by They're trying to teach them to be point, precertification and other

New Yoi k-based ITT Corp in- Angeles office of The Wyatt Co, who the plan smart health care consumers," Mr managed eaie techniques are haid to
creased letiI ee contributions to KS helped design Security Pacific's re- Many consultants now advocate Grass said enforce," Mr Danish said
post-retiI ement health cate plan last tiree flex plan, explained the plan flexible benefit programs foi retirees For some employers, however, the Furthermore, HMOs raiely accept
yeai when it tedesigned its medical "helps from a FAS3 standpoint be- because they have proved to be a sue- only answer to skyrocketing retilee Medicare-eligible retirees because of
plan foi 25,000 active employees and cause future retirees will receive a set cessful cost-containment measure for health care costs has been to avc id poor past experience, he said
4,700 retirees, said Anne Celfo Sil- number of credits, depending on their active employee health care costs offering the benefit entirely HMOs traditionally chaige em-
vei man, employee benefits managei yeats of service This FASB liabili- "The,y serve precisely the same role In fact, a recent survey by the U S ployers or individual 1 etirees any

Ms Silveiman ekplained that ITI' ties ate at leas. capped" as they do for actives A flexible ben- General Accounting Office founa amount remaining aftei receiving re-
requires that retirees with 10 years of In addition, the flex plan enables efits plan is one way to avoid duph- that most employers feel they have imbursement from Medicare How-
service pay 50% of the premium Security Pacific to increase retiree eating coverage provided by a the right to modify or terminate ie- evei, when retitees realized that for a
under ITT's self-insured ietitee deductibles and require retiree co- spouse's progiam," points out Noble tiree health care benefits if the cc,st small amount edia they could re-
health care plan She said employees payments for the first time Lowndes' Mr Brenneman Through becomes unmanageable (BI, Feb 1 0 eeive a much wider array of health
contribute 2% less foi each additional "The last two to time years health flex plans, "retirees can be induced to 1989) care services through HMOs than
yeat of service, up to a maximum of care costs were rising by 18% to 20% choose cost-effective options-for ex- And, "some employers are flat-out -hrough Medicare, they abandoned
25 years, after which the i etiree pays per year, which .s a little higher than ample, an HMO that specializes In terminating retiree medical plans for Medicare
20% of the premium no matter how current trends Anc, without Medi- genatric medical care, even though those over age 65," said Kwasha Liz)- "Retirees found that they could
long they have been with ITT care for retirees, it vould have been those aie few at the present time " ton's Mi Danish "They choose In- bail out of Medicare and get bettei

Retizees with fewer than 10 yeais worse," Mr Martinez said, explain- Mr Brenneman also pointed out stead to leave them for Medicare and benefits, and the HMOs took a bath
of experience aI e not eligible for re- ing the need fot the flex plan that m exchange for the flex plan, other individual products This ellrr 1- on this deal," Mr Danish said
tiree health cai e benefits Prior to the .ntroduction of the employers can cap retirees' benefits nates the twln hit of FASB and cul - The flood of older patients requil -

Pitor to the plan change. eligible flex plan, retirees paid a $100 per rather than assuming an open-ended rent costs " ing more lengthy and Intensive ser-
tetirees contributed a flat $10 per person deductible fir medical care, obligation for retiree health care But eliminating post-retirement vices caused HMOs to lose money, he
month for individual coveiage and with all expenses above the deduct- Other employers have turned to health care benefits for future re- said
between $18 and $40 per month for 1ble paid by Security Pacific even more Innovative plans to con- tirees usually requires a trade-O-f In addition, employers are reticent
family covezage However, under t-le flex program trol retiree health care costs consultants point out to enroll retirees in HMOs because

"We felt a service-related formula retirees can choose from fouI deduct- For instance, at least one employer Employers can't simply ehminate they have found out that the portion
was a more equitable approach to ible levels $100, $250, $450, and is asking active employers to pay now post-retirement benefits without of- of the HMO premium they must pay
providing ietirement medical bene- $1,050 Retirees who select any de- for the health care benefits they re- fering those who will be affected is often more costly than Indemnity
fits," Ms Silverman explained ductible other than the $100 level re- ceive after they retire some sort of a peace offering, usually plan premiums, he said

In addition to raising premium ceive subsidized long-term care cov- American Airlines Inc in January in the form of additional compensa- Despite the limitations imposed by
contnbutions, KIT now requires re- erage at a cost as low as $15 per began charging more than half of its tion in other areas, Mr Danish said Medicare, "managed care for retirees
tirees to pay 10% of hospitalization month, depending cn age In addi- active employees a monthly fee to "They pass it off by offermg big- is the wave of the not-too-distant fu-
costs up to an out-of-pocket maxi- tion, a retiree also can receive subm- prefund their retiree medical benefits ger pension benefits or higher base tuie," predicts Noble Lowndes' Mr
mum of $1,200 for single retirees and dized long-term care benefits if he (BI, Dec 5,1989) salaries Active employees sometimes Brenneman
$2,400 for retirees with families enrolls in an HMO option or opts out Hewitt's Mr Laugharn thinks ask- feel that a retiree medical benefit is a Managed care organizations will

Previously, hospitalization had of medical coverage, Mr Grass said mg employees to pay now for benefits promise m a booklet which isn't as be learning to care for the aged
been paid in full, with out-of-pocket Also, under the nee plan, employ- they receive later is one way of good as something tangible," he said They're going to school right now
major medical expenses capped at ees wno retire after-an 1,1991, will teaching workers to appreciate how While managed care techniques on that issue because Baby Boomers
$1,000 for individuals There was no be required to pay 20% of medical much their employer spends on have proved effective m controllir g will be reaching age 65 in the next
expense cap for families costs above their selected deductible, health care health care costs for active employ- century However, the expertise 1Sn't

Retired employees continue to pay he said Indeed, educating both active em- ees, managed care programs are there today, though lt'S developing,"
a $200 individual/$400 family de- The flex plan gives retirees enough ployees and retirees about the cost of rarely used as a cost-containment he said
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Changes sweep London market: Execs
By CAROLYN ALDRED

LONDON-The London insur-

ance market will change radically
in the next few years, leading in-
surance executives in London
agree.

In separate speeches, three se-
nior market executives recently
outlined several examples of such
changes.

"When we look back in 10 years'
time, I wonder whether we will
recognize some of the ways we do
business now," said Lloyd's of
London Chairman Murray
Lawrence.

"No one is going to disagree that
changes are going to happen," said
Dennis Mahoney, chairman and
chief executive of Alexander How-

den Ltd. in a speech on computer
networks used to transact busi-
ness.

The question is not whether the
market is going to change, but how
to deal with it, he said.

Despite the market's "frustra-
tion, fear and foreboding," com-
puter trading is inevitable, Mr.
Mahoney added.

Meanwhile, one of the most tan-
gible signs of change in London
is the proposed London Under-
writing Centre, which will house
up to 100 insurance and reinsur-
ance companies in one building,
said Victor Blake, chairman and
chief executive of CNA Reinsur-
ance Co. of London Ltd.

"I don't see the LUC as the most
important element of all the cur-
rent initiatives. It is, however, the
most eye-catching," he said.

The executives spoke in a series
of lectures hosted by the Insurance
Institute of London.

A recent controversial decision

to eliminate Lloyd's traditional
market structure by allowing syn-
dicates to write all types of risks is
just one of a series of changes that
will allow Lloyd's to participate in
a more competitive and turbulent
world insurance market, Mr.
Lawrence predicted.

"Virtually all aspects of Lloyd's
business are being reviewed (to)
improve efficiency and cost-effec-
tiveness," he said.

Lifting the barriers that cur-
rently divide Lloyd's into,four sep-
arate markets-non-marine, ma-
rine, aviation and motor
insurance-has raised concern
among Lloyd's underwriters and
members who fear the market be-

coming more competitive and los-
ing its specialist skills (BI, Jan. 8)

However, Lloyd's underwriting
associations for each market will
remain intact and will have a role
in monitoring the business written,
Mr. Lawrence said. Members
"should be confident in their mem-
bers' agents and managing
agents/' he said in response to a
question from a "worried" Lloyd's
member.

"We should not have restrictive

practices in our market," he said.
The new system will be an im-

provement over the "charade at the
moment of somebody being on a
marine syndicate which is under-
writing one ship," Mr. Lawrence
said, referring to the way marine
syndicates manage to write non-
marine risks by ingeniously classi-
fying them as marine business.

Other future changes in the mar-
ket will include the way Lloyd's
attracts business, he predicted.

"Traditionally brokers had sole
right to place business at
Lloyd's. . .on a wholesale role
rather than a retail role," Mr.
Lawrence said. Formerly there was
"very little need by Lloyd's to sell
Lloyd's; (this was) done by the
broking force."

Now, as brokers have become

large, international companies,
"the selling role of Lloyd's has to
be done more by underwriters and

this must have an effect on the size
and depth of the management in
managing agents," he said.

Mr. Lawrence predicted that
both managing and members'
agents will increase in size and de-
crease in number during the 1990s.

Meanwhile, "the length of the
chain (between policyholder and

must continue to thrive since in-

surance represents alarge part of
Britain's foreign trade.

"Should the role of London as an
insurance center be jeopardized, it
would have a material effect on
Britain's income" and economy, he
said.

However, there are many areas

The question is not whether the market is going to
change, but how to deal with it, says Alexander

Howden's Dennis Mahoney. Despite the market's
'frustration, fear and foreboding,' computer

trading is inevitable, he adds.

underwriter) is no longer necess-
ary or conducive to encouraging
business into the market," he
noted.

Lloyd's underwriters must "get
closer to the retail brokers," he
said, noting that underwriters al-
ready are attempting to generate
more business directly from Eu-
rope, including U.K. regions out-
side London.

Increased use of computer net-
works linking brokers, un-
derwriters and policyholders will
undoubtedly reduce the number of
people in the chain, pointed out
Howden's Mr. Mahoney.

Brokers and underwriters in-

creasingly will have to "add value"
to justify their involvement in
transactions, he said.

If a broker currently adds only
an administrative value, that bro-
ker no longer needs to be included,
as administrative functions can be

done "far more cost-effectively by
a machine," he pointed out.

Meanwhile, underwriters should
consider rewarding brokers to en-
courage them to bring new busi-
ness into the market, said Mr. Ma-
honey.

A "broker acting in a wholesale
role is undervalued. Brokers acting
in the traditional area of business

are finding it very difficult to make
any money," he said.

As a result, brokers "find them-
selves in the situation where un-
derwriters are demanding that
they bring more business into Lon-
don and the brokers say they can't
make money on it," he said.

Meanwhile, "as syndicates get
larger, they are more likely to take
100% of the risk, which is contrary
to the market as we know it
today," said Mr. Mahoney.

CNA Re's Mr. Blake agreed:
"Traditional methods of doing
business can only survive if they
continue to add value and if the

cost of the system is affordable."
The creation of the London Un-

derwriting Centre will allow Lon-
don to maintain some of the tradi-

tional face-to-face negotiation
between brokers and underwriters
in a way the market can afford, he
argued.

"We must have a vision of the

future and shape the market to
that vision," Mr. Blake said.

"Those of us in the various mar-

ket bodies see a future in which
identity, individualism and conti-
nuity are still important to our
customers. We see the desirability
of retaining the face-to-face nego-
tiation between broker and un-

derwriters, but it is in jeopardy
if we use it wastefully."

The LUC, due to open in 1992,
"is a simple plan in that our aim is
to provide a user-friendly building
designed to ease the shoe-leather
problem of brokers getting around
the market," he said.

"This aim is totally compatible
with all the other initiatives under
way to streamline procedures," he
added.

In his speech, Mr. Lawrence
noted that the London market

that impact London's viability as
a financial center over which the
insurance industry has little con-
trol, Mr. Lawrence noted.

For example, poor infrastructure
in London will continue to handi-

cap companies unless improve-
ments are made, he said.

"The conditions of travel to and
from work are horrendous. How

long are people going to put up
with that," asked Mr. Lawrence.
"Government is going to have to
take steps in that area."

On a wider front, the European
Community should harmonize tax
policy and other rules among mem-
ber nations if European insurers
are to compete "on a level playing
field," he noted.

And, at home, Lloyd's must con-
tinue to encourage its members to
invest in the marketplace, Mr.
Lawrence said.

"In the last two to three years, a
lot of publicity has been given to
the numbers of names resigning,"
Mr. Lawrence said, explaining that
4,000 Lloyd's members have re-
signed in the past two years while
only 1,300 new names have joined.

However, "what matters is the
capacity of the names and their
commitment," he said, pointing
out that 8,000 to 9,000 members
have increased their underwriting
capacity in the past two years.

As a result, Lloyd's capacity has
remained almost constant at 10.8
billion pounds ($18.4 billion), Mr.
Lawrence noted.

However, the "acid test will be"
attempts to increase Lloyd's ca-
pacity as the market hardens, Mr.
Lawrence noted, adding that he is
"optimistic" that capacity will in-
crease.

And, he predicted that the hard-
ening of the market is not far

away.

"In the last few years we have
been unable to use all our capac-
ity" because of soft rates and a
weak dollar, he noted.

However, the recent soft "market
cycle has seen major losses in the
last year (and the) market turn
must come soon," he said.

"In addition to adverse under-
writing results, the new tax regime
for insurance companies (in the
United States) will begin to bite in
1990," Mr. Lawrence said.

As a result, "there is an opportu-
nity for considerable increase in
Lloyd's business over the next five
years," he added.

Nevertheless, insurance and re-
insurance cycles will continue un-
abated with higher peaks and
lower troughs, Mr. Lawrence pre-
dieted.

Mr. Mahoney, though, suggested
that future hard markets will be
short-lived.

"We are not immune from the

rest of the business world. Capital
moves so quickly these days," he
said, pointing out that as "rates do
harden, capital.will flood back in."

The hard market of 1985 and

1986 "lasted a very short time and
the hard market next time won't

last long," said Mr. Mahoney. I
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ABA proposal uct hability action is one occurrence haven't heard a cry for improvement
for the purpose of judicial consolida- in out law so that wrongs can be

Continued from page 1 hon, it is one occurrence for the pui- righted more expeditiously," said
In essence, the ABA was voting pose of insurance coveiage, he said Eugene Thomas of Moffatt, Thomas, Tort reform group wary

on the Kastenmeiei bill, the major Using this leasoning, defendants in Barrett, Rock & Fields in Boise,
diffeience being there were far fewer consolidated pioduct hability actions Idaho "People have repeatedly called
details in the pioposal before the could only tap one year's coverage to out for a reduction m the cost and of consolidation bill
ABA than in the legislation pending pay for hundreds of product liabi.ity time of litigation "
in CongIess claims, the critic said Mr Thomas argued that the pro- By ADRIENNE C. LOCKEFor instance, the ABA pioposal The absence of guidelines for posal was not meant to include prod-
neither defined the term "single event Judges choosing between laws of dif- uct liability actions WASHINGTON-Some insurance tiade gIoups and othel tiadi-
or occul I ence" nol set out guidelines ferent states also worried some dele- "It does not make sense to risk tional advocates of toit reforrr tepidly suppoi t a mass tort consoli-
for federal ludges in choosmg which gates Relevant law can vary greatly inconsistent results Just because peo- dation proposal now before CongIess, though they feai the measuie
state's laws to apply to consolidated between the states, with some re- ple are from different states," argued could ultimately be applied to product liability cases
cases stricting punitive damage awaids 01 N Lee Coopet of Maynard, Cooper, 'The consensus seems to be that theie would be support for the

A I aucous debate ensued in the barring joint and sevelal liability Frierson & Gale in Birmingham, Ala, bill if it was cleai that it would be limited to cases involving single
House of Delegates "The sweeping choice-of-law pro- who also supported the proposal incidents, such as a plane crash 01 hotel fire, and not e,tended to"

Some delegates and outside experts visions fails to come to grips with "We need a single means to adjudi- ploduct liability lit.gation, said Martin Connor, piesident of the
aigued that "single event 01 occur- constitutional limitations" on the cate these cases " American Tort Reform Assn in Washington, D C
renee" could be applied to ploduct choice-oi-law rules, Mr Shapiro The bar association's Ton and In- A spokesman for the bill's sponsol-Rep Robert Kastenmeiet,liability actions said surance Practice Section also sup- D -Wis -said the bill's intent is to consolidate mass injury litiga-

"Single event or occurrence is not Epansive choice of law rules are ported the proposal tion evolving from single mcidents and would not include product
defined ln the proposal It could be a "subterfuge to create a federal It "would not eliminate multiple liability cases
the design of a product," said Waltei common law," charged Robert L lawsuits-it would simply consoli- Mr Connor noted that judicial consolidation would not be feasi-
Beckham Ji of Podhurst, Oiseck, Jo- Chiesa of Wadleigh, Starr, Peters, date pioceedings for a determination ble for product liability cases Unlike disasters like plane crashes,
sefsberg, Eaton, Meadow, Olin & Dunn & Chiesa in Manchester, N H of liability," said T Richard Ken- specific facts can vary from plaintiff to plaintiff in product liabilityPerwin in Miami "The statute is broad, general and nedy, who represents the section be- cases, even when several plaintiffs are allegedly injLred by the same

Plaintiffs' attol neys, it was sug- not well-defined," agieed Anthony fore the House of Delegates product
gested, would argue that the design Palermo of Harzer, Seciest & Emery "It simply does not make sense to Despites its fears, ATRA has not yet taken a formal position on
of a dangei ous product was the single in Rochester, N Y try multiple lawsuits on whether and the bill
event, even i f resulting Injuries oc- A lepresentative of the National airplane was properly maintained However, the ambiguity in the legislation could spell trouble incuired over many yeais Conference of Trial Judges aigued before lt crashed," said Mr Kennedy court, other observers feal

"The statute is broacly drafted and that such drastic reform was unnec- of Werner, Kennedy & French in "If it doesn't say it, then I don't trust lt, because it'S the way that
could be read to include pioduct lia- essary New York "This proposal wculd it iS written-and not ICS intent-that will be applied," said Tom
bility claims " agieed Stephen M Our judges handle cases in the avoid waste and inefficiency in our O'Day, associate vp at the Alliance of Ametican Insurers in Wash-
Shapiio of Mayei, Biown & Platt in thousands without problems or court system " ington, D C
Chicago "This is a solution that cre- delay," said Hilda Gage, a Oakland Despite the rejection of the pro- Liberty Mashigian an attorney u ith Crowell & Moring in Wash-
ates many mole pi oblems than lt County Circuit Court judge in Pon- posal by ABA delegates, the 1SSUe ington, DC, says the bill "should not apply to product liabilitysolves " tiac, Mich "Nothing suggests the lS far from dead cases, and evety indication we have gotten is that it is meant to

Use of the phiase "single event need for the extraordinary relief " Many members suggest the orlgi- apply to those cases evolving from mass disasters "
01 occurrence," would genelate a However, pioponents of the ABA nal proposal will be intioduced for Business gioups and some attoineys also complain of the bill's
' windfall" foi insui ance companies, pi oposal claimed there is a great a third time to the House of Dele- provisions for allowing federal judges gieater authoiity in conso-another ci itic suggested need foI reform gates at the ABA's annual meeting lidating tort eases and deciding which state's laws to apply to

Insureis could argue that if a prod- 'There is not a state that we in August . them

The Alliance fears that business could be foi ced to give up ad-
vantages it may have in filing cdses Sepal ately in dif feient states

"We aie not looking for the expansion of plaintiffs' rights We
are looking for a something that would more balance the system we
have today, which we think is out of balance and diiving our de-
fense costs up astionomically," said Mr O'Day, whose trade group
is looking at the proposal -cautiously "

Ob]ections to the choice of law aspect, said Mr Connoi of ATRA,
could be reduced if the bill were limited to single-event cases inSPOTLIGHT REPORT which jurisdiction would often be the state where the mcident oc-
curred

HISIC MANAGEMENT
H R 3406 15 nOW pending befoie a subcommittee chaized by

Rep Kastenmeier

The bill would expand diversity juiisdiction, which allows federal
couits to hear litigation involving paities flom diffeient states
Under cuirent rules, if any one plaintiff and any one defendant aie
from the same state, federal couits cannot heat the 1.tlgation unless
there lS a federal question involved

The Kastenmeier bill would cieate "minimal diversity" jurisdic-
tion, which would empower fedeial couits to heai eases involving

PUBLISHING: MARCH 12 25 or mote claims, each seeking more than $50,000 that stem from a
single incident if one party is a citizen of one state and any adveIse

Market uncertainties - what direction will properly/casualty insurance rates take? party is a citizen of another
1990 Is expected to be an active year for risk managers A court presiding oqer such a consolidated action Nould have the

powei to determine liability and awaId damages Current lawTo prepare readers for what lies ahead, Business Insurance will cover the current allows federal courts to consolidate some mass tort claims for pre-risk management services marketplace, reporting on the types of services risk trial proceedings only
managers are seeking from consultants and how risk managers are Ialloring their Under the bill, once a federal judge deteimines liability, he orprograms to correspond with anticipated market changes Working with the right she could either determine damages in the consolicated action orconsultant will be critical to successful business operations - remand the case to a state court fol the determination

especially in a market filled with uncertainties and increased activity

DIRECTORY

Also In this issue, Bl's Directory of Risk Management Consultants will list information on
approximately 300 consultants including the types of services they offer Plus 81 will Pulbrook members hire

rank and profile the 10 largest risk management consulting firms

DISTRIBUTION law firm to plot course
In addition to nearly 155,000* regular readers, this feature issue will also be distributed

to attendees of the International Captive & Reinsurance Forum In Bermuda LONDON-A group of Lloyd's of reinsurance dispute with syndicate
London members of syndicate 90 in 317/661, managed by RHM Outh-

AD CLOSING: FEBRUARY 27 1982 have appointed a law firm to waite (Underwi iting Agencies) Ltd
In a market filled with uncertainties, corporate executives responsible for risk determme if there aie grounds to sue (BI, Nov 13, 1989)

management are sure of finding the most authoritative, in-depth news coverage in members' agencies for mole than Under the settlement, Outhwaite
$250 million in losses will pay syndicate 90 about $64 mil-Business Insurance You can be sure they'll turn to this issue

Reserve your ad space now About 80 of the 478 members of lion now and may be requited to pay
the syndicate, managed by Pulbi ook another $37 5 million later (BI, Feb

* Includes pass olong readership Undei writing Management Ltd , 12) In exchange, the syndicate is no
agreed to each conti ibute 250 pounds longei responsible for paying unlim-
($425) toward the cost of an investi- ited losses
gation by law firm D J Freeman & Patiick Biownc, a membei of a
Co of alleged negligence of thelz fteering committee of syndicate 90
membmf' agencies and syndicate rrembeis, said the law fiim will
mismanagement study, among other things

Syndicate 90 members have al- • Whv 47 membets wei e accepted
ready paid a cash call of 22 3 mil- by syndicate 90 in 1982 even though
lion pounds ($37 9 million) and face a Palbiook was aware of underwzitingNew York 212/210-0228

Chicago 312/649-5276 fuithei call this yeai of 26 7 million pioblem

Los Angeles 213/651-3710 pounds ($48 7 million) • Why syndicate membeis woren't
"A name with a line of 50,000 told about problems befoie 1982

pounds ($85,000) on the syndicate has • Whether the leinsuiance-lo-

Business alleady had to pay ovei 50,000 close piemium m 1981 was sufficient
pounds and now must pay a fut - to pay the lossesInsurance thei 67,000 pounds ($113,900)," said • Whethei there was "inadequate
a memo from syndicate 90 members disclosuie" by the membeis' andA publication of Crain Communications Inc

The new cash call follows a set- managing agencies
tlement last November of a runoff BY Stacy Shapiro



Cleanup coverage
Continued from page 1
combined impact of the North Caro-
lina and Washington decisions will
be "very Persuasive" in cases before
other state supreme courts, said Wil-
liam Greaney of Covington & Burt-
ing in Washington, D.C., which re-
presented several companies as
friends of the court in the North
Carolina case.

Mr. Greaney also hoted that the
North Carolina Supreme Court ef-
fectively rendered inapplicable a
contrary 4th U.S. Circuit Court of
Appeals decision in 1987 that the
costs of responding to a government
cleanup order are not insurable (BI,
July 27, 1987).

Federal courts in North Carolina,
which is part of the 4th Circuit, now
can no longer follow the U.S. appel-
late court's ruling, though federal
courts elsewhere in the 4th Circuit

may still follow it, he noted.
But lawyers for insurers do not

believe that the North Carolina and

Washington rulings will influence
other state courts greatly.

"Obviously, every decision of a
high court is important," said Ste-
phen Cohen of McElroy, Deutsch &
Mulvaney in Morristown, N.J. But
"I do not think it takes on any greater
importance than the federal decisions
that (North Carolina) declined to fol-
low."

Future state court rulings on pollu-
tion coverage issues "will go both

I ways," Mr. Cohen added. "We've got
a long, long. way to go before there is
a clear trend."

"We don't think it will have a siz-

able impact," said another insurer
attorney.

The latest case decides the "dam-

ages" issue under North Carolina
law, but each state supreme court
will have to apply its own state's law
and reach its own conclusions on

whether government-mandated
cleanup costs constitute "damages,"
the lawyer said.

In addition, the North Carolina

Supreme Court only addressed the
"damages" issue. The case must now
be sent back to the trial court to dis-

pose of many other coverage issues,
including the applicability of the po-
licies' pollution and owned-property
exclusions and the question of how
coverage would be triggered.

The North Carolina court ruled in

a suit brought by C.D. Spangler Con-
struction Co. and Durham Life Insur-

ance Co. to recover cleanup and de-
fense costs from St. Paul Fire &

Marine Insurance Co., Travelers In-
demnity Co. and other insurers.

A predecessor company of Durham
Life owned property near Charlotte
that was leased to Spangler begin-
ning in 1967. Spangler then sublet
part of the property to Dynatech In-
dustries, which opened a chromium
plating plant there in 1973.

Much 05 Dynatech's plant was des-
troyed in a 1974 fire that resulted in a
spill of 1,150 pounds of chromic acid
onto the property. In 1985 and 1986,
state environmental authorities or-

dered Durham Life, Spangler and
Dynatech to clean up the site and
collect contaminated groundwater.

To date, Spangler has paid about
$600,000 toward cleanup efforts and
is the only one of the three companies
that have contributed to the cleanup,
lawyers involved in the case say.

In December 1986, Spangler sued
St. Paul-its CGL insurer from 1982

to 1985-for a ruling that the insurer
must defend and indemnify it for
losses related to the cleanup orders.

Spangler also named Dynatech and
Durham Life in the suit, and Durham

Life filed cross-claims against St.
Paul-its CGL insurer from 1970 to

1985-and Travelers, its insurer in
1985 and 1986.

St. Paul and Travelers denied any
coverage for cleanup and defense
costs and asked the North Carolina

Superior Court for Mecklenburg
County for summary judgment dis-
missing the claims.

In January 1988, the trial court
granted summary judgment for the
insurers, concluding that cleanup

costs do not constitute damages
under policy terms and that cleanup
orders are not "suits" triggering in-
surers' duty to defend.

Spangler and Durham Life ap-
pealed to the state Court of Appeals,
but the insurers succeeded in having
the case reviewed directly by the
state Supreme Court.

But, the Supreme Court reversed
the trial court's findings.

Among other things, the court
found that government-ordered
cleanups represent "property dam-
age" under CGL policies.

"The state's, interest in protecting
its natural resources is a forrn of
property right. Thus, it follows that
injury to these resources constitutes
'property damage' within the mean-
ing of the policies," the court wrote.
Costs incurred by Spangler and Dur-
ham Life in complying with cleanup
orders also represent "sums which
the insured (has) become legally obli-
gated to pay as damages."

In reaching this conclusion, the
court explicitly rejected the .reason-

ing of two rulings by the 4th and 8th
U.S. Circuit Courts of Appeals that
the term "damages" refers only to
legal damages and not to govern-
ment-mandated cleanup costs.

The North Carolina Supreme Court
said that "better reasoned" state
court rulings have found coverage for
policyholders under four theories.
Under these theories, the term "dam-

ages" would include the cost of gov-
emment-ordered cleanups because:

• The orders are a form of "legal
coercion."

• A "reasonable business person"
buying CGL coverage would expect
such cleanup costs to be covered un-
less the policy specifically excludes
such costs from the definition of

"damages."
• It makes little difference

whether the state orders a property
owner to clean up pollution or per-
forms the cleanup itself and sues the
property owner to recover the costs.

• Any property damage to a third
party under the terrns of a policy au-
tomatically means that costs asso-
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ciated with remedying that injury are
"damages."

In this argument, the North Caro-
lina court cited the Washington
court's ruling in the Boeing case.

All of these theories have merit,
the. Supreme Court wrote. But it
added that it was basing its deci-
sion on the fact that the CGL poli-
cies did not clearly limit the defini-
tion of "damages" to payments to
third parties who have a legal claim
for damages.

"If the insurer intended that 'dam-

ages' have only this meaning, it
should have so indicated in the pol-
icy. The insured would then have un-
derstood that cleanup costs incurred
pursuant to government mandate
were not covered and would have

been able to enter into other insuring
arrangements," the court wrote.

Since the policies lacked a clear
technical definition of damages, the
court adopted a broad dictionary def-
inition that includes any monetary
compensation for "detriment or in-
jury sustained."
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The state Supreme Court also
adopted plain language interpreta-
tions of policy terms in finding that
the insurers have a duty to defend
Spangler and Durham Life.

Because of the lack of a clear defi-

nition of "suit" in policy language
stating that insurers "have the right
and duty to defend any suit against
the insured seeking damages," the
court adopted the broad dictionary
definition of "suit" as 'the attempt to
gain an end by legal process."

Under this definition, state cleanup
orders could be considered "legal
process," giving rise to the insurers'
duty to defend, the court ruled.

St. Paul and Travelers have not
decided whether to ask the North

Carolina court to reconsider its ruling
or petition the U.S. Supreme Court
for review, attorneys say.

.

C.D. Spangler Constniction Co. us.
Industrial Crankshaft & Engineering
Co. Inc., dba Dynatech Industries, et
at, Supreme Court Of North Carolina,
No. 128PA88.

Industrial Risk Insurers, 85 Woodland Street, Hartford, Connecticut 06102
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ASSOCIATES, INC Middle and Senior Management COMMUNICATIONS CONSULTANT SENIOR BENEFITS CONSULTANT

INSURANCE International benefits consulting firm Prominent New York area consultingU
has a newly created position Mits met firm seeks 15+ years H&W experlNew York City Comptroller's Office seeks individ- '4 STAIFING CONSULTANTS EXECUTIVE ropolitan NY office 5 + years benefits ence, must be a key producer from a

ual to serve as Chief of its Bureau of Law and Ad- TO THE INSURANCE INDUSTRY
SEARCH communications consulting e>.perlence, major consultirg firm Emphasis on

focusing on business development and business development/project man
/ 701 Westchester Avenue

justment Individual will be respnsible for manage- Suite 317W Joseph J Talarlco, President project mgmt To $100K+ agement Salari open

ment of a large Bureau that investigates and settles a White Plains, MY 10604 Sanford Rose Assoc -Mt Laurel
GROUP BENEFITS SPECIALIST GROUP UNDERWRITERS

914-682-7040 496 N Kings Highway

wide variety of claims filed against New York City St FAX 914-682-8361 Cherry Hill, NJ 08057 Premier benefits consulting f rm seeks Several metropolitan NY based con
609-779-0949 5+ years benefits consulting/carrie' ex- sulting firms seeks 4-7 years large

Applicants must have five (5) years of progressively penence for its metropolitan NY office group new/renewal underwriting expe
Heavy researchlechnical/wnling expe- nence funding knowledge and pc

more responsible experience in an executive, admin- nence Excellent opponunity -0 $50K+ skills To 7OK +

1trdtize or managenient poition in a government Please send resume to Diana Markowitz Leslie Kavanagh Associates, Inc
505 Fifth Avenue, New York, NY 10017 (212) 661 0670

agency bu>,Inew, civic or community organization, -..
or educational institution Mul poweA outstanding LEGAL NOTICE

management and analytic abilities Familiarity with COMPTROLLER

Immediate opening for a strong statutory REQUEST FOR PROPOSALS
computer application and implementation required
Experience m clitims procefsing preferred Salary CORPORATE WORKERS

accountant with (10) ten years or more ex JOB RELATED MEDICAL ANO

perience In Property and Casualty 1.surance PHYSICAL STANDARDS
Company accounting Offices located in SUBURBAN MOBILITY AUTHORITY

coinmenurate with experience Excellent benefits COMPENSATION CLAIMS Palm Beach County Florida Salary corn FOR REGIONAL TRANSPORTATION
pensate with experience Interested appil Scaled propos«-1% in quad,uphiate Uill

ADMINISTRATOR
cants shold send resume in con"dence to be reccived b, the Suburban Mobilit,
Box 2586, Business Insurance, 740 Rush Autholity fol Regiondl 'Iransportation
St , Chicago, IL 60611 2590 (SMART) Rts< Management Depart-Equal Opportunity Employer M/F/H/V ment First lutional Building 660

The Mead Corporation, a Fortune 150 forest products. Woodward Avenue, Detroit, M lihiganNew York City residency required within ninety (90) 48226 until 4 00 PM Local Time Fri-distribution and electronic publishing company dav, March 2 1990, fo, derelopment ofdays of appointment located In Dayton. Ohio, has an immediate opening HELP WANTED Job Related Medical and Phbsical
Slandard,> Detailed specifications ma,for a Corporate Workers' Compensation Claims ACCOUNT EXECUTIVE be,btalned from the Authorit, wffice

Administrator with the following qualkations MARINE INSURANCE or bb telephone request at (313) 296-Send resume and salary history to
SOUTHEAST FLORIDA 8691 Propoers will be requirtd 10

• Five years experience in actual claims handling. Leading Florida Marine Insurance Bro_ comply u,ith all applicable Equal Fin-New York City Comptroller's Office ket has growth oppoitumty for candi- Ployment Opportunity laws and regula-
Personnel Division, Room 510 BC preferably in a corporation, or with a third party date with background in servicing lions Anv wme apped,ing on the U S

administrator or insurance company Commercial Marine Account, to as_ Comptioller General s list of Ineligible
sume mvicing and maiketing repon- Contractors ts not an eligible proposer1 Centre Street

• Multi-state claims experience siblities and #111 not be consideted SMART

New York. New York 10007 he reby n ot i fi er a 11 p, oposer, t ha t i t wi l l
• Degree in Business Administration with insurance Piefer college giaduale with 1 edis afflimativel> ensure thal in tegaid to

background efperience company oi agency E.tel- any agieement entered into pinsilant to

tent ulary md compiehensive binefit thu, adveitisement, minotity enter-

program pi ises will be afforded full oppituntivThe successful candidate should have excellent to submit plpoalx in response to thix
communication. organizational and interpersonal Send iesume to Iequeq and rio plopmer will be di,cri-

Frank B Halt & Co of Florida Mnat.d agairst on the basi of race
skills. and be willing to travel approximately 30% P O Box 143800 colot, 4:r agc, handful teligion an-

Coral Gables, Fl 33114 icsti, mantal Status national ofigin
Mead offers excellent salary. benefits and potential Alt Personnel Dept place of birth, 01 scUal pleference
for advancement For consideratior, send resume to Equal Oppoltunity Emflovel SMART resene, the light to po.lpone;

accept or reject a nyand .111 proposals in

INSURANCE whole or in part on <,uch basis as the
Mead Corporation Authoiity deems to be in it. bed inter-

Human Resources Department EXECUTIVE DIRECTOR „t Noproposal. maibe withdrawn foi
A led,l s,Alv (60) dais aftei the .che-

ANALYST
P.O. Box 11 The State of Oklahoma Stali .ind Edu-

cation Employees Group nsurance duled closing imeof thebid

Mid City Station Boaid, seeks to fill the position of E,-

Dayton, Ohio 45402 ecutive Ditecto, The Plan I. Luirently
governed 0 an eleren-member Board
of .ippointed and er officio blate offi-

BALTIMORE GAS & ELECTRIC COMPANY, a pro- An Equal Opportunity Errployer LI<11. and emplous 144 full-time equiv®-
Business Insurance

tent emplovees to ,dministel hi. lth,gressive and diversified public utility, is seeking an dental life and disabiliti invirance

experienced Insurance professional to Join its Risk piogiam foi appio.imateh 89 000 pri-
maiy in.uied and 77 000 d 'pendent.

Management Unit as a property/casualty analyst.
Circulation

 All State emplopees.ize ,1 minite, of
the sy.km and l i June, 199 1, a 11 school
leathers will be members Liles, thi,Thm diverse and challeng,ng position offers a variety hav/2 comparable .liternati·re cojer,HW Breakdown*

of professional responsibilities that provide wide ex- S g f cant grouth 14 r\pected in thi
nert thice ved,5 Cutiently, premiums

posure and allow independence Assignments include H,l allk to the stem are at appio,imately
$110 million annuall) the Irdem h<,4 Commercial Consumers

analyzing, procuring, and maintaining regulated and Inlkill
m in\e,tm.nt portfullo o apt:!061-

non-regulated property and casualty insurance cover- matelv >140 milhon m.unt.uned (01 1,- Administrative

ages as well as settling property and casualty losses.
seikes

Ten \:dis of piogre,r,1.elv 1.,ponsible CEO s Presidents and Owners

immediate need for a Director of Agency nianagement of administiati,e e,pen- 2,659

etice ts lequited with prefelence given Vice Presidents General Manag-The ideal candidate should possess a B.S degree Operations in its Risk Management Department. to e\poitince in health in, H.ince in- ers and Other Administrative Per-
(preferably in Risk Management) and a minimum of sinance undetwriting claims mJnage- sonnel 4,006You will plan, organize and direct all aspects of the ment claim*, adjutment .ind managedtwo years insurance experience. RM, CPCU, and health Lae

CPIW courses are a plus company's insurance agency subsidiary operations, S/]aly commensulate with Zxpoilence, Financial

while functioning with significant latitude for not to Aceed $90 000 pei ve 11 Chief Financial Officers and Vice-

Please le.pond bv sending .1 complete presidents of Finance 2,795

BG&E...MORE decision making and opportunity to operate a retail limme and wolk htoly, Iniluding Secretaries, Treasurers control

profit center. refercnies to De,in Gallaher, Chairm.in
of the Slate and Education Employees ters and other Financial Personnel

THAN YOU'D EXPECT 3,842Gioup 1niuranie Board, P 0 Bo,
Position requires a Bachelor's degree in Business 25822 Oklahoma City Okkhoma

71125-0822 Applications must be ie- Risk.Employee Benefits
BG&E was voted best employer In Baltimore in a Administration or the equivalent, with a major or ceived b> March 15 A selectior com-

concentration in insurance preferred; and a mittee will review application.and the Vice-presidents. directors manag-
recent Baltimore Magazine article. BG&E was also Boatd mpects to have a final de£Kion ers, and o her related department

minimum of 7 years in property-casualty Insurance, b, Ap!11 19 Pnot to m.,king the final personnel j insurance risk, emrecently named the nation's outstanding electnc utility with majority of experience In production/sales selection, the Board will conduct d pet- ployee benefits, personnel com-
sonal inteiview with all finalistsby the Edison Electric Institute for excellence in man- pensation pension, safety, secu-

Experience with automated systems and micro Oklahoma is an Fqual Oppoituri i Em- my, Industrial relations, humanagement and financial soundness and exemplary computer applications desirable. CPCU and ARM ploKet Contact peison Dean Gail,ihei
resources and employee,labor re405/521-2828

demonstration of corporate social consciousness. designations are helpful, but not mandatory Must lations 10719

Sub-total 24,021

If you are interested in enhancing your career, have excellent decision-making and written and
EXECUTIVE DIRECTOR

assuming greater responsibility and working with verbal communication skills, as well as strong Utilization Review firm feek. qualified Associations 554

people-management capabilities, and the ability to dynamic leader for fast growing na- Government Unions and Educa-other professionals always striving for the "Mark of tional review compam touted ir South tional Institutions 1 417
act independently Florida Erperienee m Utilixation Re- Commercial ConsumersExcellence," submit a resume with salary require- view 01 Health Benefit. pieferred Sub-total 25,992ments to. If you are seeking the opportunity to explore your Minimum Bachelor's degiee and strong

demonstrated management back-
potential in a stimulating and highly professional ground Salaly commenburate with insurance Agents and Brokers

Baltimore Gas and qualifications Bonus ptoential Sendenvironment, forward your resume, with salary 10,515
resume with salarv histmy to Box 2585,

Insurance Companies 7,673Electric Company history, to· Business Insurance, 740 Rush St, Chi
cago, IL 60611-2590 Actuaries, Consultants Attorneys,

Department MMD Adjusters. Appraisers and Third
HOLIDAY CORPORATION Party Adm mstrators 3,800

P.O. Box 1475 Others Allied to the Field 2,771

Baltimore, MD 21203
Dept. A03308PC TOTAL 50,751

BALTIMORE ttoldag 3796 Lamar Avenue

Memphis, TN 38195 GET RESULTS!
* Source Business/OccupationalGAS AND » j ADVERTISE IN THE

An Equal Opportunity Employer M/F SKvt breakdown of qualified circulation,

ELECTRIC .
An Equal Opportunity PROFESSIONAL MARKETPLACE May 29, 1989 issue, as submitted

to BPA far June 1989 BPA PubEmployer M/f/H

# / I1.0. lisher s Statement



AIDS coverage Mr Wilneff was not available for dropped the provision from ltS ton capping health care benefits forfurther comment Mitchell Wilneff, self-insured plan (BI, Aug 15,
Contznued from page 2 an Allied vp, would not discuss 1988) An employee of Houston-based covered lives with AIDS, because

H&H Music Co is charging the those costs can be controlledThe Galaxy plan did not indicate Galaxy's health care plan, citing a While discriminatory provisions company conspired with ltS health through case management, saidhow it would determine if a disease Village Voice article that sparked in insured health care plans are insurer, General Accident Life In- Gerard Dewolf, senior consultantwas involuntarily acquired the Galaxy protest, which he said rare, these types of provisions surance Co,to deny him nearly $1 with William M Mercer MeidingerAccording to ACT UP, Galaxy misrepresented Allied's role in the "may be more prevalent in self-in- million in health care benefits by Hansen Inc in Los Angelesdid not establish lifetime benefit controversy sured plans that aren't subject to switching H&H employees from acaps for plan menbers with other Last year, he said, a large ern-
illnesses Allied is "not an insurance com- the same regulations" state laws group medical plan underwritten ployer asked whether lt should cap

pany nor do we establish the bene- prescribe, said Gary Stein, policy by the insurer to a self-insured health care benefits for covered"Their policy was clearly dis- fit structure of employers' plans," director of Citizens Commission on plan administered by the insurer lives with AIDS
criminatory regarding AIDS," said said Laurence Wilneff in his letter AIDS, an activist group in New The self-insured plan limits life-Anthony Bennett, a member of the to the activist group York "We strongly advised against it,"

time benefits for AIDS-related and the employer followed the ad-group's insurance committee '  We ACT UP claims that other em- Self-funded benefit plans are re- treatments to $5,000 Texas law vice, Mr Dewolf said
don't believe there should be any ployers' health care plans discrimi- gulated by the federal Employee does not allow insured plans to Approximately 400 employerslimitations placed on AIDS that nate against AIDS victims, but Mr Retirement Income Security Act of contain this type of limitation (BI, have endorsed a "bill of rights"

are not on any other illnesses " Bennett would neither identify 1974, which does not prevent an Nov 27, 1989) calling for non-discriminatoryIn a Feb 6 letter to ACT UP, other companies nor say whether employer from restricting benefits Mr Cronin also asserts that it is company policies against employ-Galax's third-party administrator further protests are planned for people with AIDS
said it supported the group in its rare for employers to fire employ- ees with AIDS, which was draftedGalaxy was not the first target of
"fight 'or fair play " But a labor and employment law ees who contract AIDS

ACT UP protests by the Citizens Commission on
specialist says it is unlikely that His firm last year surveyed 1,000 AIDS, Mr Stein notedAllied Benefit Systems Inc "rec- In only two years, the group has many employers' health care plans employers, most of which had em- Among other things under theognizes that HIV can affect any- attained notoriety through protests discriminate against AIDS victims ployees with AIDS, "and none of bill of rights, employers agree notone People who suffer from this at the New York Stock Exchange, "Very, very, very few lawsuits" them had fired anyone because of to screen employees or job api)li-disease are entitled to the same an international AIDS conference charge discrimination against lt," he said cants for AIDS

quality care as anyone else would and St Patrick's Cathedral m New AIDS patients, which suggests few
be for any other medical problem," York In general, employers "are not The bill of rights also calls for
wrote Laurence Wilneff, president companies actually have discrimi- taking an aggressive attitude" to- more AIDS education m the work-

In 1988, ACT UP joined a protest natory health care plans, pointed ward employees with AIDS, Mr placeof the Chicago-based TPA "As over Circle K Corp's plans to ex- out Frank Cronin of Jackson, Cronin said International Business Machinesspokesman for my company, I feel clude coverage for "personal life- Lewis, Schnitzler & Krupman, a Instead, he said, employers are Corp, American Telephone & Tele-that any limitation that would re- style" claims, such as AIDS-re- Los Angeles law firm saying "We have the benefits in graph Co , ITT Corp and Johnsonstrict individuals from receiving lated claims or those from drug Among the few suits of this type place, they're entitled to them and & Johnson Products Inc are amongthe same benefit structure for HIV abuse The Phoenix, Ariz -based that have been filed is a case pend- they are using them "
is prejudicial and unfair " the employers that have endorsedconvenience store chain eventually ing in U S District Court in Hous- Few employers are interested in the principles

Mergers on Europe's horizon: Analyst
By CAROLYN ALDRED

London nisms by European buyers, he pre- the "latest step in Full's long-term
dicted

LONDON-The future looks development strategy (of) expan-
very bleak for many insurance "Chents are becoming increas- sion of business in the London and

ingly sophisticated and they are other international markets," thecompanies, particularly commer- ular geographical or product mar- "Insurers will hope that the free beginning to ask if they would not company announced this month
cial insurers, in Europe, according ket," he said "The death knell has market does not result in increased be better off retaining more of the Fuji International recently in-to a British stock analyst sounded for the medium-sized, competition," he noted risk themselves," Mr Rudolph creased its share capital to 40 mil-'The 1990s will be a very testing 'plain vanilla' companies which try However, "the market lS already noted - lion pounds from 10 milliondecade for insurance companies," to be all things to all men without ultracompetitive Both insurers With U S clients increasingly pounds ($67 5 million to $16 9 mil-said Simon Rudolph of Morgan having the necessary capital and and reinsurers acknowledge that turning to the alternative market, lion)Stanley International in London expertise " premium rates are too low, and yet "I see no reason why the use

"By the end, Continental Europe Although "many insurers are en- there lS absolutely no sign that of the alternative market should
will probably be dominated by a tering the new decade outwardly European rates will rise in the not also increase in Europe," he Soviet visit
small number of well-capitalized positive about 1992 and the hber- foreseeable future," Mr Rudolph said
insurers, each with a dominant po- alized'market" in Europe, "I do not said In a first for Lloyd's of London,

As a result, the future for Euro- Chairman Murray Lawrence willsltton m its domestic market and a believe that many companies have "There will be no change in the pean insurance companies "looks visit the Soviet Union in May
significant presence in a number of fully thought out their intended outlook for commercial insurance bleak for all but the best, and even at the invitation of the state-other major markets as well," he strategies," he said
predicted risks until the structural problem they will struggle," Mr Rudolph owned insurance company Ingos-

As a result, "they will not neces- of oversupply is sorted out," he concluded strakh
"The overall number of players sarily play to their strengths and said

in each country will have undoubt- many of those strategies will end in However, Mr Rudolph added, The trip will be more of an intro-
edly shrunk, for there are simply tears," he warned Fuji name change duction to Ingosstrakh personneleven if the number of insurers and than a search for insurance busi-too many insurers writing busi- The market for commercial risks reinsurers in Europe lS reduced by Fuji Fire & Marine Insurance Co ness, accoiding to a spokesman
ness," Mr Rudolph said last month "is due to be fully hberalized by mergers, acquisitions and insol- Ltd of Tokyo is changing the name from Lloyd's
at conferences sponsored by Mor- the middle of this year," said Mr vencles, "it is unlikely that pre- of its British subsidiary as part of a While Mr Lawrence will be the
gan Stanley in London and Edin- Rudolph, referring to the Second mium rates will be raised signifi- plan to strengthen its international first chairman to visit the Sovietburgh Non-Life Insurance Directive, cantly " business Union while in office, one prede-To survive "an insurer will need which is scheduled to be adopted One reason for continued low Fuji Fire & Marine Insurance Co cessor, Julius Angerstein, was bornto have a rock-solid balance sheet, throughout the European Commu- rates will be an increase in the use (U K ) Ltd iS being renamed FuJi in St Petersburg, Russia-nowor specialist knowledge of a partic- nity by July (BI, May 16, 1988) of alternative financing mecha- International Insurance Co Ltd in Leningrad-in 1735 .

The professional marketplace
RICHARD MEYERS

/1 & ASSOCIATES, INC. CARRIERS Want to inove into

international insurance?
Executive Recruiters, NEEDED! RETAIL PRODUCERS WANTED

U S representative of large Euro-Servicing Clients Nationwide, In The Areas Of Administrative manager 01 pean life 111%urance company ls seek- SPECIALTY PROGRAMS ARE NOW AVAILABLE
· Risk Management · Claims Mmagement several associations seeks Ing bnght articulate person with 2-5

• Safety & Fire • Benefits & Pensions years expenence in insurance. pre-front/participating Carrier(S) ferably employee benefits Unique Target States
Protection •Property & Casualty for large, profitable blocks of opportunity to move into marketing AL DE GA ID IL IN KS KY MO MS

NOW AT TWO LOCATIONS commercial casualty bust- and %erve large International dc-
countj Excellent salary and bene-

NE OH SD TX WA WI WV WY
CORPORATE HQ NYC BRANCH ness Please respond to· fit$ Plear.e send resume to
15 James Street 9 East 53rd Street Box 2564, Business Insur- Target classes for Liability Coverage
Florham Park, NJ 07932 SWISS LIFE N A.

New York, NY 10022
201 765-9000

ance, 740 Rush St., Chi- SERVICES, INC.
212 758-8077

Campgrounds Riding Academies & Stables
Fax 201 765-9009 Fax 212 753-7858

cago, IL 60611-2590 1200 E. Ridgewood Avenue Contractors' Bonds Roofers
East Wing"Where Professionals Insure Their Careers" All responses will be contacted Ridgewood, NJ 07450

Day Care Centers Service Stations (Pollution)
Go Kart Tracks Rental Car Agencies
Insurance Agents Special Events

Advertise in Limousines Strategy Games

The Professional Marketplace LOGIC ASSOCIAl EX IMC
Mint Golf Courses Taxi Cabs

Real Estate Agents Trade Contractors
Refuse Haulers Water Parks & Water Slides

FAX your class,fleds for the next Issue Rik Management Erecutive Search Consultants Restaurants & Bars (Liquors)

For more information regarding these Programs callFAX: 312/280.3189 Celebrating Our 12th Year Of National Service Toll Free 1 -800-272-7230

PHONE: 312/649=5340
To The Risk Management Community In Missouri 1-314-997-3666

Telephone 212-227-8000
Or Write To

170 Broadway Suite 1208 A. B. Carter Inc.
Contact Fax 212-766.0188 New York, New York 10038_

Margaret Hikido, Classified Ad Manager, to reserve space 10420 Old Olive Rd., P.O. Box 66842
"The Original and #1 Choice in Risk Management Recruiting St Louis, MO 63166
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Pension reversions efits il an oveitunded plin 1, ter- Forbes con. idered annuity bids baurn, D-Ohio, that Ma,Andiens In 11 ircent MaiAndiews &

minated .ind its .innuiti insuler onli florn irst-Ieis iated AAA bF & Firbe, signed an annuits con- Fc, bes acquisitions Ali Gittis
Conlinued Dwn page 1 co 11./ p%(,5 S&P and A- hom AM Brt Co ti<act with Executive Life because %aid it hai teiniinated the ovei-
-to pilichase annuities hom an In addition, nhile 44 states do And, those bids wele ieviewei b the insuier own, seveial hundred funded pension p ogiains of onl,
inKui.ince company to 1('place ben- h,ive hle and health insulance Lincolnsilre. I,1 -based Hewitt As- mill on dol_a14 in bonds issued bv tu,) companies Howevpi he did
elits pic,mised to p,irticipant'> guai,inty lundA, it IS not I,ledi how sociates, C< leman' pension ad- Mad.ndiews & Foibes units, most nd s.n how marn of the diquiled

But the PBGC' 1(quiies onlp thal many of those funds would piotect viser notably Re lon Gioup Inc comp.inies had ove i funded plan4
an annuit insuici be licen,ed m at gloup annuitp benefits in the event "We had the be,1 pension 2('un- M Gittr. said inc)st of Execu-ie And, in the Coleman case M.Ic-
le.ist ,}ne ,late of an int,11101 mbolvenci 501," Mi Git.Istestified "We chose Lite's pulehase of Revlon debt vas A «ldi rids & Fc)/ oes-.1 holding

T he pievious lack of congiessio- And Calitoinia, t·lenation'.most the highest-rated insulel What mace in tle attermarket ialhei company contiolled bv New Yoik
nal concein dbout the stability of populous stdle does not offi.r any more col_ld we have donei" than at th€ time the debt was is- financiri Ronald Prielman-was
annuity in%,ulel, Indv be because qudiantv fund prc,tecticn for life The downgading of Executiv•' sued one of everal films asked to bid

no one 1% aw.ize (,1 anv insolvenue% and health insur<inc e policvhold- Life's tating was not foiescen at N.) business telationship with when the iompany .innounced it
ot iniuieli that Sold annuities to el,·, the time an annuity contract was Filht Excellive Influenced MacAn- 8.4 up tor ,ale he said
an emploiet that trimmated an In the w<ike 01 that concein signed, Colerran Piesident Lan 4 drews & Foibes initial decision to Coleman s $32 million pension
ovelfunded penvon plan about the %ecurity of annuity bene- Jones told the,ubcommittee select the insui er to pi()vide annui- %uiplus an dmount that Will br

But with some life in'·.uier,. hold- fits, Sen Nancy Kassebaum, R- As soon a. Executive Life 1 1,4 its ties for Coleman pension plan pal- substantiallv reduced aftri 1,1'es
ing a bili %take In thedetenolating Kan this month intioduced S AAA lating trom S&P, MacAn- ticipants, besdid ale paid, was not d factoi in Ma-
junk bond maiket theie dic con- 2()69, a bill that would impose an dr ews & Fc rbes moved to cancel Executive Life was selected be- cAndiews & Foibes decision to

giessionat woiries that workel, 18-month moiatorium en pension the annuitj contract, Mr Gittis cause the insuier made the Jest bly Coleman, a $740 million trans-
and retilees annuity benehts revelsions to give her time to pro- said The cortract was canceled bid had the highest credit rating action, Mi Gittis.aid
could be thieatened if junk bond pose legislation that ·vould set last week, and MacAndriw 5 & and offeied good administidtive Indeed Coleman's Mi Jones

piciblemb lead to d Tash of insurei tougher standaids for in,urer'·, Folbes will renew annuitv prcpou serv-ces Mi Gittis said noted that Sheldon Coleman a
insolvencies seeking to sell dnn_ntles -O employ- als from AAA-rated insureIs, he MI Gittls also challenged Son member of the Colem,in family

Congiessional concern has been ers terminating c verfunded pen- said Metzonbaum 3 ahsertion that fi.st suggested terminating the
ciacerbated by the PBGC'% an- sion plans (BI, Feb 12) During an occasionally heated MacAndI€ws & Forbes acql,lies pension plan in an effort to take
nouncement railiet this month that MI Gittls told the Senate sub- exchange, Mr Gittis rejected stig- companies foi their lich pension the company private in earlv 1989
the agencv will not gudiantee ben- committee that MacAndrows & gestions by Sen Hoard Me,7en- funcs c His plan would have replaced

the exr,ling defined benefit plan,
with an ESOP, ' MI .Joneh ie-
counted 'This wa, w<,11 in advance

J i of any dealings between the corn-

1111 pany and Mac Andiows & Foibm
Mr Gittis paid the penion Ie-

peision 14111 be Lsed to modeinize-il Assurex partners 0 Coleman Co '5 W chit.1 Kari plant
and to fund company contr ibution
to the new 401(k) plan

While MacAndrews & Forbes ex-

produce 3 billion dollars ecutives promise that workeis and
letirees 111 receive annuity bone-

fits hom an insurer with the high-
est S&P iating when the company
eventually triminate<, the two Co-

m annual premi¢ns.. leman plans, there h,ls been fallout
tom the Executive Life contract in

Kansas and on Capitol IIill
"The strea (n employees has

:ren leal acknowledged Mi
Jones, Coleman'.4 president

Getting your share? -
Indeed, Wayne Osteihout, a 26-

3 eat Coleman employer who lost
his job last year following the com-
pany'% acquisition by MacAndiew,

11 & Foibes, told the subcommittee of
his anxiety ovei the safety of hi4
retirement benefits

"How would vou like to be 60

vears old, out of a Job and worry
that the money ts not therei When I

Assurex INTERNATIONAL
get to be 65, I want the money to be
there Thc mone, wasn t

safe It wasn't guaranteed," he

Independent Partners United for Growth 1 testified

1 1 Sen Robeit Dole R-Kan said

Congress is responsible fol pto-
tecting retirees' benefits

ALABAMA LOUISIANA NOVA SCOTIA, CANADA "We want to be sure a tliple-A
McGriff, Se,bels & Williams, Inc Gillis, Ellis & Baker, Inc Fraser 8 Hoyt Insurance Ltd insul er is used when an employer
Thames Batre' Mattel MAINE OHIO bur, annultle, at tel telminating
ARIZONA Morse, Payson & Noyes Insurance The McElioy-Minister Company an ovei funded pension plan, wid
The Mahoney Group MANITOBA, CANADA The James B Oswald Company Senate Minoritv Leader Dole
BRITISH COLUMBIA, CANADA Ryan Agency Limited
Mointra Services, inc MARYLAND

1 1

Schiff Kreidler-Shell. Inc
congressional consideldtion of

CALIFORNIA Early, Cassidy & Schilling, Inc ONTARIO, CANADA
higher standaids for annuity in-Barney & Barney

Woodruff-Sawyer & Co

Picton-Cavanaugh, Inc Sen Metzenbaum agieed that

Riggs Counselman, Michaels & Downes, inc Tower-Chisho'm Ferguson Ltd
sureis is in mdel

Bolton and Company MASSACHUSETTS OREGON

Fred C Church Inc More impor antlv he argued,Jewett, Barton, Leavy & Kern, Inc
COLORADO MICHIGAN QUEBEC, CANADA Congress must separately consider

whether to allow employe to le-Day, Webb & Taylor General Underwriters, Inc P Brunet Assurance Inc
CONNECTICUT MINNESOTA RHODEISLAND cover ieverions from tei minated

Arthur A Watson & Co, Inc Brandow Howard Kohler & Rosenbloom, Inc 1 Starkweather& Shepley, Inc pension plans, _ie said
ENGLAND MISSISSIPPI SOUTH CAROLINA Sen Metzenbaum, a leading pIo-
Robert Fleming Insurance Brokers Limited Fox-Everett, Inc Boyle-Vaughan Associates, Inc ponent of re,tricting pension duet
FLORIDA MISSOURI TENNESSEE reveisions, used last week'$ hrai-
J Rolfe Davis Insurance Agency, Inc The Daniel and Henry Co Treadwell& Harry Insurance Agency ing as a pulpit to deliver a sermon
Seltlin & Company Gilbert-Magill Company TEXAS often tepetitne, on how pengon
GEORGIA NEBRASKA Ordway-Saunders Company torminations cind reversionb hurt

%'5 553Z*n (ocmpany The Harry A Koch Co Roach Howard Smith & Hunter
retiiees

NEW BRUNSWICK, CANADA John L Wortham & Son
He said that when d companyHAWAII Wilson Insurance Ltd UTAH ,

teiminate d pension plan andre-American Mutual Underwnters, Ltd NEWFOUNDLAND Fred A' Mopeton & Company
ILLINOIS places it with annuities, letizedAnthony Insurance Inc VERMONT

Mackand Parker, Inc NEW HAMPSHIRE lose any chance of cost-of-livingKinneK Pike, Bell & Conner, Inc
adlustment,> in their benefitsINDIANA Kendall Insurance, Inc VIRGINIA

Insurance & Risk Management NEWJERSEY DeJarmette& Paul, Inc ''I*, it l ight to teiminate a plan
IOWA Nation.il insurance Associates ' Henderson& Phillips. inc and take away anv kind of a COLA
Cottingham & Butler, Inc NEW MEXICO WASHINGTON foi Iettiersi Aie you being fali (to
LaMair-Mulock- Condon Co Bundy Seligman & Thomas Parker Smith & Feek, Inc lotitees) when pou terminate,
KANSAS NEW YORK WESTVIRGINIA Sen Metzenbaum asked MacAn-

Insurance Management Associates, Inc Adams & Pater Inc McDonough Caperton Insurance Group drews & Foibe'/ Mr Gittif
KENTUCKY Hatch-Leonard/Markin-Shaw. Inc WISCONSIN Whethei employeis should give
Powell-Walton-Milward, Inc NORTH CAROLINA Laub Group Inc letirees coft-of-living adjustments

Collier Cobb & Associates Inc PLUSINTERNATIONAL ASSOCIATES before terminiting d pension plan
1% something for Congiess to ad-1 . 11 dies,, MI Git-is replied

In the meintime, individual

Assurex International · Community Corporate Center · 445 Hutchinson Ave. · Columbus OH 43235 companies will decide whether to
provide COLAA he said

11 11
1147

The COLA 15Sue 13 a good que -
lion, Sen Do_e said "But it is not

the law "



Petromark
Continued from page 1
Federated also discontinued tank

coverage in three other states
where state funds will not coordi-

nate coverage with commercial in-
surers.

A recent survey by three of the
trade groups found 60% of the
country's independent gasoline
marketers do not have the EPA-

mandated coverage, with most say-
ing they cannot afford it.

While 37 states have adopted
some form of state trust fund to

provide the required coverage,
only five state funds have so far
been approved by the EPA for
meeting financial responsibility
requirements, the. trade groups
said (BI, Nov. 20, 1989).

Petromark, which started under-
writing in February 1988, has

1,100 policyholders operating a
total 6f 12,000 retail gas stations,
according to Mr. Clay.

The risk retention group offered
optional policy limits of $500,000
per claim/$1 million annual aggre-
gate, $1 million per claim/$1 mil-
lionaggregate or $1 million per
claim/$2 million aggregate.

Gross written premium volume
amounted to $16.5 million for Pe-

tromark last year, making-it the
second-largest market for under-
ground tank coverage behind Fe-
derated, which generated roughly
$30 million in premiums.

In his Feb. 8 letter to policyhold-
ers, Mr. Blankenship reported that
Petromark's board of directors was

"shocked' when it learned Wyatt
recommended a threefold increase

in reserves as of year-end 1989.
The reason for the reaction, Mr.

Blankenship said, "the board had
no previous indication that a fi-

Directors were

'shocked' by the

proposal to triple

reserves, says Scott
F. Blankenship.

nancial reserve increase anywhere
near the magnitude now recom-

mended by Wyatt would be
needed/'

Wyatt had recommended only
minor reserve increases in quar-
terly reviews of reserve levels over

'two years, according to Mr. Clay.
In addition, Wyatt regularly exa-
mined the group's premium levels
and recommended five rate in-

creases over two years, which Pe-
tromark implemented, he said.

Petromark's board has not re-

ceived what it considers a satis-

factory explanation for Wyatt's
"abrupt turn-about," which "ap-
pears to lie in some loss develop-
ment trends Wyatt now believes

will emerge," according to Mr.
Blankenship's letter.

Wyatt has refused to answer
questions from Petromark officials
about why it changed its position
on reserve levels, Mr. Clay said.

"It's absolutely incredible."
A Wyatt spokesman said it is

"inaccurate" to say the consulting
firm has refused to answer Petro-

mark's questions. However, he de-
clined to comment further, citing
client confidentiality.

Tillinghast's review of the risk
retention group is expected to be

finished by mid-March, Mr. Clay
said.

Meanwhile, Petromark has

agreed not to accept any new mem-
bers without prior approval of the
Tennessee department, and will
offer only 60-day renewals for
members with anniversary dates
after Feb. 7.

Petromark has increased its rates

for the 60-day renewal coverage
over 1989 rate levels in accordance

with a recent Wyatt recommenda-
tion, according to Mr. Blanken-

ship's letter. I
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Software of Florida. Inc. • AFFORDABLE PRICING
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I COBRA ADMINISTRATION

MINI, MICRO AND NETWORK BASED SOFTWARE
CALL FOR MORE INFORMATION OR A FREE DEMONSTRATION

(813) 797-7814
2087 US. 19 NORTH / SUITE D, CLEARWATER, FLORIDA 34623

Medical .00
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Flexible, effective bill auditing systems:
• Physician Bill Auditing System
· Hospital Bill Auditing System

Management Reporting modules:
· Provider Analysis reporting
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* Automatic processing of all COBRA functions.

* Provides complete claim eligibility including
age tracking.
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Qualified, experienced medical & dental claims examiners are avail-
able nationwide to assist you with claims processing.

Staff is available during regular hours, after hours and on weekends.
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CLAIM SERVICES RESOURCE GROUP • 800-331-5039

Psychiatric Managed Care
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Specialized Psychiatric
Services

Behavioral Health Group
Managed Care Division
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• Comprehensive Case Management
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UR standards and physicians conducting reviews COMPARE Corp , a UR vendor ln Update        -must be licensed - Downers Grove, Ill "The industry
Continued from page 2 • Provide free access to staff is young enough that if it's regu-

Dr Taylor said URAC wants to from 830 am to 430 pm in the lated by legislation, lt could limit Pennsylvania OKs auto rate lawimplement the voluntary UR stan- provider's local time zone, each the creativity" of cost containment
dards on a limited basis by July 1, normal business day UR firms also techniques Continued from page 21990 must conduct their reviews and Instead, "accountability through insurance rates be frozen from Dec 1, 1989, through June 30

URAC will evaluate and perhaps communications during providers' voluntary standards is the way to Afterward, rates must be cut 10% if drivers make no cover-
modify the standards and imple- normal business hours, unless mu- approach this," Dr Becker said age changes
mentation procedures at the end tually otherwise agreed "This effort is in concert with However, a Pennsylvania Insurance Department spokeswomanof this year In developing ltS standards, the thinking of the Institute of explained that the rollbacks could be greater if drivers lower first-And, Dr Taylor said he antici- URAC has incorporated some Medicine," an affiliate of the Na- party medical coverage to a new minimum level of $5,000 and
pates a fully operational accredi- guidelines jointly developed by the tional Academy of Sciences that, in waive wage-loss coverage, funeral benefits and uninsured motor-
tation commission by January AMA, the Health Insurance Assn a study completed in 1989, "con- ists protection under their policies (BI, Nov 20, 1989)
1991 The commission would be go- of America and the Blue Cross & cluded that regulation isn't the ap- In addition, drivers can obtain another 12% rate rollback if theyverned by a new board "that would Blue Shield Assn propriate mechanism" to help the select optional no-fault coverage under which policyholders waiverepresent a minority of UR organi- Although not a part of the stan- industry work most efficiently, Dr the right to pursue pain and suffering damages except in cases
zations with the majority repre- dards, URAC also makes several Becker said invoiving disabling or disfiguring injuries or death
senting the provider and user com- recommendations to providers to Dr Taylor also noted that state But, the law caps the amount of medical costs insurers must paymunities " ensure an effective and efficient regulation of UR practices would at 110% of Medicare's payment schedule, and it requires insurers toTo receive accreditation, a UR review process have a limited impact, because implement Insurance Department-approved anti-fraud plansfirm must For example, URAC suggests self-insured medical benefits are Also, after auto insurers implement the rate rollbacks, they will

• Submit a written description that providers designate key staff exempt from state regulation be permitted to impose gradual rate increases for one year
and flow chart of its review pro- members to interact with UR firms under the Employee Retirement Auto insurers and the National Assn of Independent Insurers
cess who are available during reason- Income Security Act As a result, said last week they do not feel that the medical cap and the fraud-

Such documents should include able hours, familiarize themselves "a majority of hospital admissions prevention programs will reduce costs enough to offset the rate re-
name, address, phone numbers, key with information required by UR wouldn't fall under the purview of ductions

contact persons and business firms, allow for on-site reviews, state regulations," he said "The elective no-fault provision would not produce the cost sav-hours, as well as information on and establish a mechanism to re- UR executives say they expect ings that are needed to support the mandated rate freeze and roll-
review policies, prices, staff quali- ceive referrals from UR firms that positive reaction to tne URAC back," remarked a spokeswoman for Allstate Insurance Co infications and appeal procedures raised questions of deficient care guidelines And, they don't expect Nortnbrook, Ill, the fourth-largest private auto insurer in Pennsyl-• Limit requests for Information URAC also seeks to create a a major shakeout to hit the UR in- vania

to only specific data, including clearinghouse of UR interface in- dustry when URAC's voluntary We are hard-pressed to find the cost-saving measures spelled
A* Patient/policyholder data, formation, which would provide li- standards are finalized out," said Pat MeNally, vp and general counsel for the NAM m Deslike name of insurer or health care censed health care providers, at "I don't see that the standards Plaines, Ill

plan cost, a short summary of each ac- will put people out of business
&0 Attending physician data, credited UR organization They're really a minimum set of Indian Airlines crash insuredsuch as name, phone number and In addition to addressing pro- how we think we should operate in

degree or area of specialization vider concerns, URAC hopes the this business," Dr Taylor said LONDON-Indian Airlines has up to 8 billion Indian rupees*00 Clinical information, in- standards and accreditation will The majority of firms want to ($472 6 million) in liability insurance to respond to claims stem-
cluding primary and secondary minimize the need for state regula- comply and want to be accre- ming from the crash of an Airbus jetliner in India last Wednesdaydiagnoses, prescribed treatment tion of review practices dited," said Mark Williams, a that killed 92 of the 146 people on boardand procedures, and whether a For example, URAC notes that URAC board member and presi- The hull was insured for $50 million
second opinion is required or was several states have passed legisla- dent of National Health Services Hull and liability coverage is written by the General Insurancewaived

tion specifically addressing the UR Inc , a UR firm in Milwaukee Corp of India and reinsured m the world market led by Lloyd's ofB.,0 Information about the re- Industry, while other states are These companies realize that "in London's Ariel syndicate, London sources confirm Joint brokerssources of the treating facility, considering such legislation the medical world, you have to be for the insurance and reinsurance for Indian Airlines are J B Boda
such as whether lt lS a hospital For example, Maine has passed willing to expose yourself to pro- in Bombay, and Willis Faber PLC and Bowring Aviation Ltd,
or clinic, and names of pertinent legislation that requires UR firms fessional guidelines," Mr Williams both in London
staff other than the attending to give results of their review said Reports say the Indian government also has pledged 500,000physician within two working days after first Whether a large number of com- rupees ($29,535) each to the families of crash victrms

• Notify the hospital, attending notification of a case However, Dr panies will find themselves with- The Indian Airlines Airbus A320, en route from Bombay, caughtphysician or enrollee/patient-as Taylor says that limit may not out business if they don't voluntar- fire and crashed minutes before lt WaS scheduled to land at Banga-
dictated by the health plan-of the allow enough time to gather neces- 1ly comply and register with URAC lore airport The cause of the crash was not known late last week,reviewer's decision within two sary information "depends on how the guidelines though reports speculate that a vulture may have been sucked intodays of receiving all necessary in- The Georgia Legislature is Con- will be used," Dr Becker said the engine
foi mation Results of concurrent sidering legislation, H D 1813, "If the purchasers of UR say The jetliner is manufactured by Airbus Industrie, a Europeanreviews must be conveyed within that would require that reviews they'll only use a UR firm creden- consortium, in Toulouse, France The company's $1 billion of prod-one day only be conducted by specialists tialed by URAC, that could result uct liability coverage is placed by leading broker Faugere & Juth-• Establish an appeals process if practicing in the state in compliance Or if state regula- eau in Paris and following broker Sedgwick Group PLC ln Lon-coverage is denied URAC empha- And a Florida bill would require tors say an organization must be don and led by aviation insurer CAMAT in Paris
sizes that the course of treatment is UR firms to be available by phone credentialed by URAC in order to
the decision of the physician and 24 hours a day, seven days a week be credentialed in the state, that Briefly notedwhether a treatment is covered is While that may seem like a good may ensure compliance," ne said
the domain of the claims adminis- measure, Dr Taylor notes that URAC is offering copies of its Lawyers for four Mutual Fire, Marine & Inland Insurancetrator most UR firms do not require im- standards and seeks input from in- Co. policyholders have asked a federal Judge to enjoin efforts by• Ensure confidentiality of pa- mediate notification for emergency terested parties, mcluding health- Mutual Fire's rehabilitator to hold the lawyers m contempt oftient-specific information, sharing admissions care providers, legislators, regula- court for pursuing a policyholders' class-action lawsuit againstdata only with those agencies that Creating voluntary UR standards tors, insurers and other utilization Mutual Fire's former auditor, Peat Marwick Main & Co Mutual
have the authority to see the infor- would be more effective than legis- review providers Fire's rehabilitator maintains that only it has standing to pursuemation, such as the claims admin- lated or mandated standards, In addition, the group will hold a litigation against Peat Marwick (BI, Sept 4, 1989) State andistrator Release forms should be URAC executives say meeting March 8 in Washington, private plaintiffs in the insurance industry antitrust litigationmodified, if needed, to clarify the The problem is having so many DC,to which all UR companies are scheduled to present their appeal briefs May 11 to the 9th U S
provider's right to release medical different states looking at different are invited to discuss the evolution Circuit Court of Appeals in San Francisco The massive litigationinformation to UR firm ways of regulating That's driving of URAC and its guidelines was dismissed by U S District Court Judge William Schwarzer last• Require that, at a minimum, up the cost of doing business and year (BI, Sept 25,1989) John F. Sullivan, foinder of reinsur-
a registered nurse or physician impeding cost-containment strate- For a copy of the URAC guzde- ance intermediary John F Sull.van Co, died last week at agemust review all cases where the gies," Dr Taylor said hnes and further :nformat:on about 78 Of 21 asbestos property damage trials held to date, de-potential not to certify a proce- Mandated rules and regulations the March 8 "UR Summit", con- fendants won 12 and plaintiffs prevailed in nine, according to thedure exists All staff should be ''would stall innovation and tact Susan Tate, Amerecan Man- National Journal of Asbestos-in-Buildings Litigation Eight of theproperly qualified and trained, and growth of the industry,- said Ro- aged Care & Review Assn, 1227 trials are being appealed, wnile a new trial has been ordered in
supported by medically credible bert Becker, a URAC board mem- 25th St NW, SUtte 610, Wash:ng- another case
criteria and procedures Nurses ber and chairman of HealthCare ton, D C 20037,202-728-0506

Travelers realigns core business groups
Travelers Corp has restructured product lmes together mto one Na- 1988) Last year's results also reflectoperations to focus On its two main Markets tional Accounts Group, he said a $77 million aftertax charge in con-lines of business-commercial prop- In addition to the National Ae- nection with the realignmenterty/casualty insurance and employee counts Division, Travelers also is dis- Gloria Vogel, associate director at

benefits-rather than along distribu- benefits department, noted that as • Employee benefits will be solving the Agency Marketmg Group, Bear, Stearns & Co, said the realign-tion lines part of the realignment, Travelers' headed by Mr Brophy which handled commercial property/ ment "should make (Travelers) aAs part of the realignment lt National Accounts Group will be dis- • Pension services will be headed casualty insurance for smaller cor- much better organization It just
named three vice chairmen and two solved That group had handled com- by Richard J Shima, formerly execu- porations That business w111 be Mr shows the desire of corporate man-presidents of major operating units mercial property/casualty msurance, tive vp, who was elected vice chair- Clarke's responsibllity as well agement to continue to focus on keyThe realignment reflects the recog- employee benefits and pensions for man and chief mvestment officer In addition, Richard H Booth, for- businesses, and to bring in peoplenition that the "one-stop shopping" large national accounts Mr Brophy noted that corpora- merly senior vp in the Agency Mar- who they think are able to developconcept that was popular industry- Under the new structure, those ti(ms generally divide up responsibil- keting Group, was elected vice chair- those business opportunities "
wide several years ago was meffec- three areas will now be the respon- 1ty for commercial property/casualty man and chief insurance officer And, Less enthusiastic was Vita Marmo,tive and that Travelers should con- sibility of three different officials insurance, employee benefits and Thomas O Thorsen, who was an ex- vp at Firemark in Mornstown, NJ,centrate on its strong core businesses • Commercial property/casualty pensions among their risk managers, ecutive vp was elected vice chairman who described the realignment as
instead, said Joseph T Brophy, who activities w111 be headed by Charles J employee benefits managers and and chief finance officer "sort of a non-event " Travelers has
was named president of Travelers' Clarke, who has been named prest- pensions officers, respectively Meanwhile Travelers reported $455 made a number of structural changesManaged Care and Employee Bene- dent of Travelers Commercial Lines Because these areas were divided million in net income in 1989, up over the years, she said "I don'tfits Operations, a new position Property-Casualty Operations Mr among different client company offi- 727 3% from $55 million in 1988, think there'll be any significant bot-

Mr Brophy, who was previously Clarke formerly was semor vp for the cials, "there really wasn't a lot of when Travelers added $415 million to tom-hne impact "
senior vp of the Travelers employee National Accounts Group synergy" created in puttmg all these * its real estate reserves (BI, Aug 29, -BY Judy Greenwald
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Insurance brokers promise -08 insurance Index

620

By LEONARD M. WILSON ity awards, commercial premiums may only writing cycle
match GNP's 6% rate of growth in this dec- Investment income would normally be ex-Special to Business Insurance ade pected to track the growth of insurance pre- - -lme 141= d 41

r17OTAL RETURN IS A concept that is fre- Progress in brokerage commissions need miums, but if we are right about a lower rate
i quently used to guide investment deci- not be limited by GNP growth, though The of inflation, then we must also reckon with 11* 4 Z

sions Simply stated, total return from a alphabet brokers have, over the years, dis- lower short-term interest rates As a result,
stock is the sum of the average annual played a well-developed ability to gain mar- investment income could grow at a percent- 1 43 -U* . -r prgrowth rate plus the dividend yield For ex- ket share Increased market penetration re- age point or more slowly than premiums =-23 *1

ample, the Standard & Poor's index provides flects client mergers, increased buyer Benefits consulting, a segment of increas-
prospective growth of roughly 7% annually sophistication and greater activity on the ing interest to each of the public brokers, has *4, 46 4/ 449 4 1 40 4,
along with a current dividend yield of 3% for part of foreign firms in the United States No expanded rapidly in recent years We believe

a 10% total return one can be certain of the alphabet brokers' a combination of intrinsic growth coupled Base- 100 on Dea 29,1978
Total investor return market share We put it at about 35% of total with market share improvement could pro- 566rmN-MyRematiowl IE--------------

from insurance brokerage commercial commissions, but it could be pel benefits consulting at 12% to 15% an-
stocks seems a particu- higher nually though most of the 1990s Insurance industry stocks fell last week, as the
larly timely sublect, given If the leading brokers can gain a single Based on these projections, top-line and Business Insurance Index dropped a slight 1.0
the a pparent emerging percentage point of market share annually, earnings growth for the typical public bro- points to 569.8 on Feb. 16, from 569.9 on Feb. 9.

iilll1111 shift in commercial prop- commissions might rise about 9% on average, ker might run around 10% to 12% annually Advancing issues were led by Frontier Insur-
erty/casualty insurance Few industries can claim an expansion po- ance Group, up 10.3%; Provident Life Insurance

T.. pricing Can brokers in the | tential almost twice the rate of nominal GNP Co., up 8.9%; and Continental Corp., up 6.0%.
1990s live up to the past The total return on the growth Decliners followed Seibels Bruce Group, down
record as vehicles for Productivity gains could allow earnings 8.2%; CNA Financial Corp., down 7.5%; and SA-

typical brokerage stock
Mr. Wilson

above-average returns? growth to surpass our estimate Headcount FECO Corp., down 6.7%. The most active issue
This inquiry starts with amounts to 13% to 16%, the conceivably might rise at a slower pace than during the period was Sears, Roebuck & Co.

premium growth, ultimately the determinant the physical workload But for this analysis, (Allstate), 2.8 million shares traded. The 8/
of commissions Insurance markets may shift sum of the estimated growth we have decided to exclude the possibility of Index lost 0.02% for the week; the Dow Jones
from soft to hard, but there lS an underlying rate and dividend yield. margin expansion in the interests of leaving 30 Industrial fell 0.5%; the New York Stock Ex-
growth in premiums over a full cycle that has a cushion for our pro]ections change Composite lost 0.4%; while the Stan-
consistently correlated with growth in the . Total return to the investor also must take dard & Poor's 500 gained 0.4%.
gross national product account of dividends Assuming a 50% divi-

Nominal GNP growth is a funct.on of real 3% more than the underlying 6% annual ad- (lend payout ratio, well within the reach of British Issues
economic gains and inflation Most observers vance in premiums, excluding acquisitions the public brokers at normal levels of profit-
believe that the U S economy can expand at This prospect is quite consistent with market ability, a dividend yield of 3% to 4% seems 1 Week

3% annually The inflation rate lS anybody's share gains of the past two decades plausible The total return, then, on the typi- Feb. 15 Price P/E Div Yield High-Low

guess The only sure thing is that insurance International insurance brokerage has be- cal brokerage stock amounts to 13% to 16%, Companies pence pence % pence pence

Comml Unionpremiums are effectively indexed to infla- come more important to the public brokers the sum of the estimated growth rate and 504 290 290 58 504-492

tion through its effect on insurable values in the 1980s Marsh & MeLennan Cos and dividend yield
Gent Accident 1135 171 680 60 1138-1127

We think that the 19905 will be marked by Alexander & Alexander Services Inc are Even with a generous dividend payout
Gdn Royal Exch 244 203 153 63 244-234

Royal 510 300 340 67 510-500

less, rather than more, inflation Conse- among the public brokers that have become ratio, the public brokers will have some cash Sun Alliance 315 116 170 54 315-308

quently, for this analysis, we extrapolate 3% global enterprises, as has Fred S James & left over for acquisitions, share buybacks or
annual inflation or a 6% nominal rate of Co through its parent Sedgwick Group investment in certificates of deposit Judi-

Brokers

Bradstock 239 168 100 42 239-235

GNP expansion P L C The other public brokers also have a cious use of free cash could add a couple CE Heath 537 151 345 64 537-530
For the past 20 years, commercial pre- thrust toward the international scene We of percentage points to the total return Hogg Robinson 170 119 97 56 170-170

miums have risen modestly, rather than fas- believe that foreign brokerage commissions Clearly, if our analysis has validity, then Uoyd Thompson 273 18 2 93 34 273-273

ter than the GNP This 15 true whether the can rise 9% to 10% in the 1990$ In foreign insurance brokerage remains one of the more PWS Holdings 65 102 33 51 65-65

starting point is in the trough or the peak of insurance brokerage, market share gains may attractive industry sectors for long-term Sedgwick Grp 284 21 0 160 56 285-281

insurance cycles The broadening concept of not be a material factor gains Risks to this positive outlook include Stee!BrrIJones 286 179 153 54 287--286

what constitutes an insurable loss has driven Overall, commissions could grow at ap- the possibility of chronic excess under-
Willis Fat,er 262 185 153 59 264-262

this more rapid growth in premiums Given a proximately 9% annually in the 1990s The writing capital and prolonged soft markets Source Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Ailken Stockbrokers,

continued swing to self-insurance and possi- actual rate of gain will vary from year to and the inability of the leading brokers to London

ble subtle changes in the magnitude of liabil- year depending upon the phase of the under- gain market share in the future .

58 Industry Stock Report
FEBRUARY 12, 1990 THROUGH FEBRUARY 16, 1990

Weekly Year to Date Annual Mkt/Bk Weekly Year to Date Annual MkVBk
Pnce % change % change High Low Vol (000) $ Div % Yield PIE Book value value Pnce % change % change High Low Vol (000) $ 0/ % Yield P/E Book value value

BROKERS
Lawrence Insurance Group ASE 688 179 351 8.13 650 1 028 407 14 329 209

L,beny Corp NYS 4638 1.09 9.12 46.50 32.50 74 092 1.98 18 31.82 146
Alexander & Alexander NYS 2638 365 1627 3400 2313 721 100 3.79 16 9.18 2.87

Lincoln National NYS 53.25 0.71 1270 6288 4675 216 260 488 9 49.19 108
Corroon & Black NYS 3463 297 948 41.00 31.00 90 1.24 358 16 1273 272

NAC Re Corp OTC 3525 408 276 4100 22.75 130 020 057 15 2281 155
Gallagher Arthur J & Co NYS 2325 3 91 6.06 2650 1763 13 052 224 16 533 436

Navigators Group OTC 3050 000 1091 31.50 21.00 15 000 000 11 1522 200
Frank B Hall NYS 275 000 833 463 250 55 000 000 1 280 498

Nobel Insurance LTD OTC 200 000 0.00 500 150 10 000 000 0 776 0.26
H,lb Rogal & Hamilton OTC 1550 081 1678 2063 11 00 104 028 1.81 17 460 337

NWNL Companies OTC 3000 1.64 2405 44.13 2650 1163 1.20 400 6 37.50 080
Marsh & Mclennan NYS 7725 098 096 8975 5750 385 2 48 3 21 19 1056 732

Ohio Casualty Corp OTC 4150 3.49 1309 52 50 34.75 1203 208 501 9 3330 1.25
Poe & Associates OTC 1225 000 755 1275 800 10 0.40 3.27 15 189 648

Old Republic Int I OTC 25.13 050 1.95 3038 2250 202 072 287 6 3070 082
BROKERS AVERAGE 07 93 26 14

0rion Capital Corp NYS 19.50 189 1613 2850 1850 23 0 84 431 5 19 72 099

Phoenix RE Corp OTC 1250 4.17 385 1550 8.75

CONGLOMERATES & HOLDING COMPANIES
30 020 1 60 96 1299 096

Protective Life Corp OTC 12.75 099 1053 1625 1088 30 068 533 24 14 54 0.88

Provident Life OTC 2300 888 11. 11 30.13 20.25 515 080 348 7 2324 099

Berkley W R Corp OTC 3650 139 1231 46.50 29.25 114 040 110 8 2506 1.46 Re Capital Corp ASE 12.75 408 1207 1525 9.75 2 000 000 11 1260 101

Berkshire Hathaway Inc NYS 755000 503 12 46 8900 00 4625.00 1 000 000 27 2869 00 263 RU Insurance Corp NYS 1000 123 1268 1038 688 42 040 4.00 7 1071 093

ITT (Hartford Group) NYS 5313 071 11.27 64 50 5100 1370 160 301 8 5633 094 St Paul Companies OTC 5850 1.06 250 6350 4600 1494 2 40 4.10 7 43.47 1.35

Sears (Allstate) NYS 4013 288 355 48.13 3650 2845 200 498 10 3775 1 06 SAFECO Corp OTC 36.75 6.67 756 4238 2563 1785 1.20 327 8 24 87 1.48
CONGLOMERATES AVERAGE 00 8 23 0 SCOR U S Corp NYS 1200 495 1579 1450 813 21 040 333 12 1061 113

Se,bels Bruce Group OTC 975 8.24 1034 1363 9.75 235 080 821 46 1375 0 71

INSURERS/REINSURERS Selective Ins Group OTC 1775 207 7.19 2025 1488 58 096 5 41 6 1572 113

Statesrnan Group Inc OTC 238 268 1364 363 188 44 016 6.74 6 4.19 0.57

Aetna Life & Casualty NYS 51.25 354 1164 6250 4850
Tokio Manne & Fire OTC 6975 372 746

918 276 539 9
95 50 66.00 6 092 1.32 30

5811 088
7093 098

AmBase Corp NYS 838 -429
Torchmark Corp NYS

3366 1638 738
4763 156 1681

639 020 239 3 2908
58 75 31 50 654 1 40 294 12

029
1323 360

American General NYS 2863 043
Transamenca NYS

1260
3838 302 1401 4800 3275 1067 192 500 938 50 28.13 1111 1 56 545 9 34.68 083

3463 111

American Hentage NYS
Traveles Corp NYS

3250 076 1404 3275 2575
3325 0.76 983 4500 3200 1219

7 112 345 13 2260 1.44
240 722 5

American Indemnity/Fin l OTC 6.75 357
Trenwick Group Inc OTC 2075 3.49

1563 1300 675 13 056 830
1487

2 1738
26.88 13.75 79 0 36 1.73 15 1691

039
1.23

United Fire & Casualty OTC 31.75American International NYS 9600 226
000 3.79

900 11200 6938 1152 048 050 12
34.50 29 00 4

4192 229
120 378 8 2256 141

Aon Corp NYS 3788 134 1062
USF&G Corp NYS 2788 388 591 3400 2688 904 280 1004 36 2287 122

4325 2825 145 140 370 11 1962 1.93

Argonaut Group OTC 6700 190 2.72
UNUM Corp NYS 43.88 -3.57 812

7150 5125 20 1.60 239 8 3683
51.38 28 25 673 0.60 1 37 10 3120

182
1.41

AVEMCO Corp NYS 24.25 202 051 2750 2038
USLIFE Com NYS 3900 400 1381

12 0 40 1.65 16
48.13 36.13 279 1.48 3.79

952 255
6 5434 0.72

Baldwin & Lyons Inc OTC Washington National NYS 2575 000 885 29.13 24 00
2013 -301 640 2400 1550 32 0 28 139 6 2080

26 1.08 4.19
097

3290 078

Belvedere Corp ASE 4.88 263 1136 USLICO Corp NYS 2225 056 632
650 425 12 004 082 15

25 38 2100 19 100 4.49
803 0.61

6 27.73 0.80

Chandler Insurance OTC 938 506 2021
Zenith National Ins NYS 1600 4.48

1325 700
1467

64 000 000 5
21.50 1400 288 084 525 0 1381

953 098
116

Chubb Corp NYS 9663 238 078
INSURERS/REINSURERS AVERAGE -02

9950 6350 752
83 35 114

232 240 10 5549 174

CIGNA Corp NYS 4838 320 1971 66 75 45.25 1636 296 6.12 11 6664 073

CNA Financial Corp NYS 78.13 754 2188 10875 5788 138 000 000 8 5487 1.42 HEALTH MAINTENANCE ORGANIZATIONS
Continental Corp NYS 2863 602 8.76 3863 2575 716 260 908 10 41 36 069

Durham Corp OTC 3175 -078 325 34.75 29 00 55 092 290 16 2632 121 FHP International OTC 21 25 241 000 2638 838 667 000 000 5 354 600
Fireman s Fund NYS 31 75 242 993 4075 3000 834 068 2.14 47 3274 097 HMO America Inc OTC 575 222 25.81 1063 119 95 000 000 94 112 5.13

Fremont General Corp OTC 2013 321 000 2250 1338 316 080 398 9 1909 105 Pacmcare Health Sys OTC 21.63 422 1683 3038 800 271 000 000 6 635 341

Frontier Insurance Group NYS 1875 1029 1.35 2175 1138 45 000 000 8 729 257 Safeguard Health Enter OTC 725 645 14.71 1250 4.75 27 000 000 11 299 242

General RE Corp NYS 8763 2.19 2.64 9625 6000 586 152 173 14 2904 302 Sierra Health Services ASE 713 339 1972 963 2.13 31 0.00 0.00 10 062 1149
Hanoverlnsurance Co OTC 2950 489 328 33 00 25.75 71 044 1.49 6 3203 0 92 United Healthcare Corp OTC 10.13 253 1735 1263 613 611 000 000 14 034 2978

Harteysville Group OTC 2600 246 545 28 75 1900 26 060 231 9 1894 1.37 United Medical Corp ASE 688 3.77 1458 725 538 14 000 000 40 570 121

Hartford Steam Boiler OTC 5400 286 -0.46 5925 3850 183 1.60 296 14 1894 285 U S Healthcare OTC 11.88 215 1667 1550 738 0 000 000 0 307 387

Kansas City L,le Ins OTC 3550 000 1.05 3600 3325 1 1.12 315 10 3922 091 HMOs AVERAGE 09 121 00 4

Kemper Corp NYS 3500 635 2593 51.88 2950 527 092 263 8 2997 117 ALL COMPANIES AVERAGE 00 88 30 94

System design Nordby intemational Inc
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Unless you're ininsurance, youmightnotknow weengineered the firstAmerican accident and health reinsurance
poolbackin 1967. Today wemanagefivepools for48 membercompanies withacuimnteamed premiumin excess
of $250.0 million and a per occurrence capacity of $70.0 million. Making us the super chief in the field.

Fueling our success is our ability to create advanced products that set the pace for the industry. Right now, for
example, weofferacompmhensiveprognm forlongtermcare. Wetracked thefieldthoroughly so wecan giveyou
eveything you need to enter this hotly competitive area with a full head of steam.

Want that kind of power? Call our offices in Atlanta Chicago, Dallas, London, New York, Philadelphia
Portland, Maine, San Francisco or Seattle. See why you really should hook up with us now.

DUNCANSON & HOLT, INCBy any measure, first in the field. 
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