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Property/casualty insurers
will report profits for 1985

NEW YORK-The property/casu-
alty insurance industry's net income
in 1985 will be about $1.7 billion, the
Insurance Information Institute says.
The |l based its estimated figure on
about $1.9 billion in federal tax credits
and $5.3 billion in capital gains, and
the industry's $5.5 billion in operating

losses.
The Ill released its estimate last
week after consumer advocate Ralph
Continued on nezt page
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States scrap ISO's claims-made form

By ROBERT A. FINLAYSON

LOS ANGELES-The Insurance Services Of-
fice's claims-made commercial general liability
policy will never be available nationwide unless
ISO makes major changes in the form, state regu-
lators say.

"While the states are not speaking with one
voice, | think the message is loud and clear that,
as written, the major insurance states are not
going to permit the claims-made form to be im-
plemented," said Wayne Jones, deputy director of
the Ohio Insurance Department.

To date, 12 states have rejected ISO's revised
claims-made CGL form, rendering it unavailable
for use in those states. The form has been rejected
in Alaska, Arizona, lllinois, Michigan, Minnesota,
North Carolina, New Jersey, New York, Ohio,
South Carolina, Virginia and Washington.

The form has been formally accepted for use in
only eight states, while five states' laws permit it
to be used unless the insurance department spe-
cifically rejects it. Other states have not yet acted
on ISO's filing (see map).

ISO had hoped the new claims-made form,
which would have revolutionized the way the
most widely used liability contract is written,
would be ready for use nationwide by Jan. 1. In-
surers would have had the option of writing gen-
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Work comp self-insurers
must pay California fund

By STEVE TARAVELLA

SACRAMENTO, Calif.-Businesses that self-insure their workers

eral liability coverage on either a claims-made or
occurrence form.

ISO has yet to decide what action it will take in
light of states' rejection of the form, a spokesman
said. But already one insurer-The St. Paul Cos.
Inc.-is preparing to file its own claims-made
form to answer regulators' complaints about the
ISO form (see story, page 42).

ISO has already made several major changes in
the claims-made form to answer complaints from
regulators, brokers and buyers (BIl, Oct. 14, 1985).

But now, regulators specifically want ISO to
amend the form so that the aggregate policy
limits are reinstated when policyholders buy the
optional extended reporting period, or "tail," cov-
erage. They also' want insurers to provide loss in-
formation to claims-made policyholders.

In addition, regulators want to restrict use of
the claims-made form to a limited number of
classes of risks, like those with long-tail expo-
sures, because they fear the average CGL policy-
holder-especially the small business owner-
will not understand the complexities of claims-
made coverage.

Regulators note that states now permit certain
types of risks to be written on claims-made forms.

"Widespread application of claims-made cover-
age would result in confusion on the part of con-

Continued on page 42

States taking a stand on claims-made

Mont.

Utah

By DOUGLAS McLEOD

NEW YORK-AnN insurance unit of Greyhound

compensation exposures in California must contribute to a statewide
security fund by Wednesday or lose their right to self-insure.

And, employers that stopped self-insuring their workers comp ex-
posures in California during the past three years must also pay into
the fund, even if they are now buying commercial coverage or are
no longer in business.

All self-insured employers except public entities are being as-
sessed 1.5% of what they paid in work comp benefits in 1984 on
injuries reported in the same year by the California Self-Insurers
Security Fund. The assessments range from 42 cents to $95,000 per
company; the median assessment is about $6,000.

The self-insurance security fund was established in July 1984 to
pay claims to injured workers if the assets of a bankrupt self-insurer
are insufficient to make payments (BI, June 25, 1984).

The assessment, which was imposed Dec. 15, is expected to gen-
erate about $2 million, which is expected to be enough to satisfy
claims against bankrupt self-insurers throughout this year.

Continued on page 45

Brokers' 1986 budgets call
for continued profit improvement
Page 47

Corp. is charging in a lawsuit that Alexander & Alex-
ander Services Inc. and several others conspired to de-
fraud it of millions of dollars on two large liability in-
surance and reinsurance programs.

Pine Top Insurance Co. Ltd., a London-based Grey-
hound subsidiary, charges in the suit that A&A, its
London subsidiary Alexander
Howden Holdings Ltd., several '
Howden-related companies and
others devised a complex scheme
to strip excessive commissions
from amusement park and asso-
ciation product liability business
placed with Pine Top.

The suit, filed last month in
U.S. District Court for the South-
ern District of New York, seeks |
$21 million in actual damages.

Pine Top alleges that the defendants controlled the
underwriting of some of the business on the primary
level by placing it with U.S.-based Howden under-
writing subsidiaries.

Howden then placed reinsurance of the business with
Pine Top thfough a subbroker, London-based Char-
man Mauduit (Insurance Brokers) Ltd.,in which How-
den had an undisclosed interest, the complaint charges.

The defendants stripped additional commissions, the
complaint alleges, through their control of the bro-

'It is most unfortunate that
Pine Top has chosen this
inflammatory route to
respond to A&A's claims,’
says A&A's Mr. Bogardus.
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Insurer charges A&A, others
took excessive commissions

kering and underwriting of Pine Top's own retroces-
sions to Beacon Insurance Co. and Ajax Insurance Co.
Both of those reinsurance companies have since been
declared insolvent by insurance regulators.

Pine Top charges, for example, that Colin Bird-for-
mer managing director of Howden's North American
operations and the only individual defendant-had an
undisclosed interest in B.F.G. Toomey Associates (Un-
derwriting Agency) Ltd., a London-based representa-

tive for Beacon.
Mr. Bird himself also had bind-
ing authority for Beacon, the
complaint notes.
(The connections among Mr.
Bird, B.F.G. Toomey and Beacon
are detailed in a rehabilitation
plan for Beacon recently filed by
the North Carolina Insurance De-
partment. The department argues
- in the plan that Mr. Bird acted in

bad faith in his dealings with
Beacon and that, as Beacon's rehabilitator, the North
Carolina insurance commissioner may either deny cov-
erage on business bound by Mr. Bird and Toomey or to
seek reimbursement on claims from Howden.)

In all, commissions taken by the defendants on the
carnival and association program business typically
amounted to more than 35% of gross premiums, and in
some cases hit 47.5%, according to Pine Top's com-
plaint.

Continued on page 42



2 / business insurance, January 13, 1986

update

Industry reports 1985 profits

Continued from pievious page

Nader and J Robert Hunter, president of the National Insurance
Consumer Organization in Alexandria, Va, denounced as "fraudu-
lent" the IlI's reporting of $55 billion in operating losses for 1985
(Bl, Jan 6)

NICO said the operating loss figure was misleading because it
didn't include $65 billion in capital gains-including $12 billion in
unrealized capital gains-and the $19 billion in tax credits and im-
properly expensed $21 billion in dividends paid to policyholders
NICO has estimated the industry's net income for 1985 at $5 billion

Sean Mooney, senior vp with the Ill in New York, defended the
use of operating figures "An operating figure is meant to show what
is happening in the normal course of a business," he said “"To look at
just aftertax earnings is misleading because it includes numbers that
don't relate to the basic business of insurance "

Mr Mooney said the Nader-Hunter news conference prompted
the lllI's release of its earnings estimate Normally a net earnings
figure, based on A M Best Co data, isn't released until March

MIC reinsureds to join talks

NEW YORK-Reinsurance policyholders of Mission Insurance
Co, Mission Insurance Group's underwriting unit that has been de-
clared insolvent by the California Insurance Department, will join
negotiations to bail out MIC, which has been declared insolvent by
California insurance regulators (Bl. Nov 11,1985)

The MIC reinsurance policyholders are expected to meet here
Wednesday with California regulators and representatives of MIG
and American Financial Corp, MIG's chief shareholder

A bailout plan for MIC hinges on the support of these reinsurance
policyholders (BIl, Dec 2, 1985) Regulators and MIG representatives
have been negotiating in Los Angeles over the past month

To assist them in negotiations, a group of the policyholders has
retained the New York law firmm LeBoeuf, Lamb, Leiby & MacRae
and auditor Peat Marwick & Mitchell Co, says Norris W Clark of
the California department

The department expects a definitive agreement on the bailout
plan in about 10 days, says Joseph A Morton of the department

Also, four MIG debtholders sued last week in U S Bankruptcy
Court in Los Angeles to place MIG into Chapter 11 bankruptcy

AlG unit considers excess pool

NEW YORK-American International Group IS attempting to
form a Barbados-based pool that would provide members with $25
milhon to $50 million of liability insurance limits excess of $25 mil-
lion, according to Joseph E Smetana, president of AIG Risk Man-
agement Inc of New York. a unit of AIG

Mr Smetana said AIG, which has made private offerings of pool
stock to "major corporations” recently, is looking for a capital
threshold of $100 million" to establish the pool

"We should know within the next 30 days whether we'll get
enough capital for a go or no-go," he said late last week However,
he added, the responses from companies have been positive

OSHA to increase spot checks

WASHINGTON-The Occupational Safety and Health Adminis-
tration will conduct more spot checks of companies that are now
generally exempt from safety inspections because they are in indus-
tries with above-average safety records

Patrick Tyson, OSHA's acting chief, said the checks were being
made to encourage all employers to promote employee safety

OSHA expects to conduct about 700 spot checks in industries with
above-average safety records OSHA noted, though, it still will con-
centrate Inspections on industries with the highest accident rates

Monsanto can recoup trial costs

CHARLESTON, W Va -Monsanto Co can recover approximately
$305,000 in court costs from six former Monsanto employees who
unsuccessfully sued the company for chemical contamination,aUS
District Court Judge in Charleston ruled

Judge John T Copenhaver Jr ruled Dec 30 that Monsanto was
entitled to the reimbursement Monsanto sought $516 000

The court costs were incurred in the 10-month trial that ended
April 30, 1985, when a Jury found Monsanto not liable for injuries to
seven employees arising out of their exposure to dioxin

Although the Jury found that the dioxin had caused employee
illness, it also found that Monsanto was not guilty of "willful, wan-
ton and reckless misconduct," which employees must show to re-
cover damages outside the state workers compensation act

The Jury did find that one worker could recover $200,000 for in-
juries suffered from his exposure to para-amino-biphenol or PAB

An attorney for the employees said he would appeal
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New capital won't add much
to industry capacity: Analysts

By JUDY GREENWALD

capital they write against, Mr Mooney said

The insurers that have benefited from recent infu-

NEW YORK-Analysts say that $385 million in new sions include
capital recently raised by property/casualty insurers
will not have a major effect on capacity, even though net proceeds of $147 8 million in an exchangeable
many of the insurers will use the funds to write more money market cumulative preferred stock issue (BI,
business Jan 6)

The most recent round of capital infusions "is very O Aetna Life & Casualty Co, which raised $75 mil-
tiny" considering the degree to which the industry is lion through a preferred stock offering
undercapitalized, says Gloria Vogel, vp with Legg
Mason Wood Walker m New York York, which received a $50 million capital infusion

"It's a drop in the bucket,” adds Myron M Picoult, from its parent company, Skandia International Insur-

senior vp and senior insurance analyst with Oppen- ance Corp of Stockholm The new funds boost Skandia
heimer & Co in New York

= American International Group Inc, which raised

- Skandia America Reinsurance Corp in New

America's policyholder surplus to more than $100 mil-

"These guys have got a ways to go," Mr Picoult says lion

"Some of them are beginning to realize they've got to
ante up on the reserves | think the market is going to which received a $38 million capital infusion from its
parent company's owners, increasing its policyholder

remain tight for a while

"In certain areas of insurance, where insurers have surplus to about $207 million

severe problems with the risk Itself, It'S hard to see
where it would have an effect,” says Sean Mooney, se- which received a $225 million capital infusion from its
nior vp and economist at the Insurance Information In- parent company, Evanston Services, raising Ks surplus

stitute, though he says the new capital will increase to about $70 million

overall capacity

An example of an area in which no new capacity $15 million infusion from its parent company, the Ne-
would be created IS pollution liability, where insurers derlandse Reassurantie Groep in Amsterdam, bringing
cannot adequately spread the risk, no matter how much

CIGNA buys

Acmat shares
to settle suit

By STEPHEN TARNOFF

EAST HARTFORD, Conn -
CIGNA Corp IS buying a portion of
one of the nation's largest asbestos
removal contractors to settle a law-
suit filed by the company after
CIGNA refused to insure it last
vear »

A CIGNA Corp affiliate is buy-
ing 50,000 shares of common stock
from Acmat Corp for approxi-
mately $1 million, giving CIGNA a
3 8% ownership in Acmat

In addition, "consulting and con-
tracting services are continuing be-
tween the companies," according to
a statement released by Henry W
Nozko Sr, Acmat president and
chairman

CIGNA canceled Acmat's pack-
age insurance program last year,
citing a more restrictive under-
writing policy Acmat later sued
CIGNA and three subsidiaries for
unspecified compensatory and pu-
nitive damages and attorneys' fees
claiming the lack of insurance had
damaged ItS business (BI, March 25,
1985, June 3, 1985)

Spokesmen for Acmat and
CIGNA declined last week to elab-

= Philadelphia Reinsurance Corp, which received a

Kerr=McGee says claims
won't exceed retentions

By MICHAEL BRADFORD

GORE, Okla -Kerr-McGee Corp believes workers compensation
and any liability claims that might arise from the leak of a toxic
chemical at its Sequoyah Fuels Corp plant here will fall within its
self-insured retentions

"Our initial evaluation is that claims will not be material from an
accounting standpoint,” says Larry V. Poulson, director of risk man-
agement and claims for Kerr-McGee

The Jan 41eak of uranium hexafluoride at the Gore plant resulted ,

in one worker's death and caused several Sequoyah employees and
about 100 area residents to seek treatment at a local hospital The
leaking gas spread for several miles in the surrounding community

A spokeswoman at Sequoyah Memorial Hospital said the patients
were treated for symptoms that included respiratory problems and
irritation to skin and eyes

The accident occurred at the uranium processing plant when a
cylinder containing the chemical ruptured Workers had overfilled
the 14-ton container and were heating it to release some of the gas

Mr Poulson said he expects some legal action to result from the
accident, but he added the company believes there is very little "ele-
ment of damages" that would allow residents to file liability claims

“Other than from the workers compensation standpoint, we don't
believe anyone can prove damages,"” Mr Poulson said He said that
because all those treated at the hospital have been released, no one
expects long-term health problems to result from the gas leak

"There is no long-term disability. That's why we estimate (claims
activity) to be so low," he said.

Oklahoma City-based Kerr-McGee IS self-insured for the first $1
million of workers compensation losses, according to a spokeswoman
for the Oklahoma Workers Compensation Court. And, the company
has $2 million in excess worters comp insurance above ItS SIR bro-

Continued on page 44

= Financial Guaranty Insurance Co in New York,

< Evanston Insurance Co, based in Evanston, Ill, i

Continued on page 43

Continued on page 45

Tax-free status of 3 benefits expire

& Crosby in New York
On the other hand, if Congress retroactively extends
WASHINGTON-Employer-provided tuition reim- the tax-favored status of these benefits, employers that
bursement, group legal and van pool:ng benefits now withheld taxes will be subsequently forced to adjust
are taxable, but it isn't clear if companies should begin their payroll systems to reduce the amount of with-
withholding taxes for employees who participate in holding so too much tax is not withheld
these plans

By JERRY GEISEL

Unfortunately, the Internal Revenue Service isn't

Sections of the Internal Revenue Code that allow providing any clear-cut guidance on the issue
employers to provide these three benefits tax-free to For now, the IRS only will say through a spokesman
employees expired on Dec 31 that unless Congress passes a retroactive extension, "we

To the surprise of many observers, Congress last would expect (these programs) to be taxable benefits "
month failed to give final approval to several proposals Tuition reimbursement, also known as educational
that would have temporarily extended the tax-favored Continued on page 411
status of these benefits for three to six months while
legislators decided on their long-term future . .

Benefit experts are not sure whether Congress will errors & omissions
approve temporary or permanent extensions when leg-
islators return to Washington later this month And,
this uncertainty creates what may be a no-win situation
for employers offering these benefits

If cdmpanies don't withhold taxes for employees re-
ceiving the benefits, then these workers-and there are
at least 5 million of them-will have to pay additional
taxes at the end of the year

"This can lead to situations where employees become
irate when they find out they owe additional taxes, but
haven't saved any money to pay for those taxes," said
James Klein, a principal with Towers, Perrin, Forster

Due to a production error, Herbert VV Kaighan,
a principal in the Los Angeles office of William
M Mercer-Meidinger Inc, was incorrectly iden-
tified as Jerome Karter in a picture appearing
with Mr Karter's International Issues column in
the Jan 6 Perspective section of Business Insur-
ance Mr Karter is vp and manager of the New
York International Department of Johnson &
Higgins
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Focus is shifting to return-to-work programs

By CAROL CAIN

Vocational rehabilitation is the rising star in workers compen-
sation programs.

Insurers and employers, in their never-ending battle with ris-
ing workers compensation costs, are concentrating less on disabil-
ity benefits and intensifying their focus on vocational rehabilita-

tion efforts.

But, while vocational rehabilitation is growing in importance, it
is often misunderstood.

And, the high cost of vocational rehabilitation leads many to
question if the effort is worth the price.

Nonetheless, proponents say that proper integration of voca-
tional rehabilitation with other aspects of the workers compensa-
tion system and creating incentives for injured workers and their
employers to commit to voca-
tional rehabilitation programs
cAn make the effort Froductlve

“Tormany: the term "rehab” -

brings thoughts of hospitals,

habilitation and historically - fX ’gju

have been automatic beneflts in’ ..
workers Cor‘npehsatlor‘l cases. .
Vocational rehabilitation is

the step-or steps-needed to , =

get an injured worker back to a
job_after the worker has 11& .

eached maximum medical

“The lud
counselor or cIBlms m!nager
working directly with an in-

jured worker and his or her employer to find light duty work for
a temporary period or it may mean retraining the injured worker.
As a result, vocational rehabilitation is often labeled an employ-
ment service.

A more academic definition of vocational rehabilitation cap-
tures the broad thrust. Vocational rehabilitation is "the restora-
tion of an occupationally injured or diseased employee to his opti-
mum physical, mental, vocational and economic usefulness," ac-
cording to the 1984 Overview of Vocational Rehabilitation in
Workers' Compensation, a report compiled by the Rehabilitation
Committee of the International Assn. of Industrial Accident
Boards & Commissions.

Noted workers compensation legal scholar Arthur Larson has

referred to vocational rehabilitation as "the task of restoring the
man himself to the maximum usefulness that he can attain under

his physical impairment.”

Only a few state laws, however, define vocational rehabilita-
tion. Nevada's is one, where vocational rehabilitation is defined as
"assisting in the return of an injured worker to gainful employ-
ment, at a justifiable cost, within a reasonable time after he is
injured or contracts an occupational disease."

A big issue emerging nationwide is what is a justifiable cost of
vocational rehabilitation.

Supporters of vocational rehabilitation contend that putting in-
jured workers back to work ultimately will save workers com-
pensation benefit costs beyond the cost of the vocational rehabili-
tation.

But, there is little evidence to show that vocational rehabilita-
tion efforts save employers money.

"Clearly, in most cases, the effort is not cost-effective,"” admits

John L. Lewis, a Coconut

*t(#te Grove, Fla.-based workers com-

VOCAT70O NAat*j(
20,5 <1 1616t fcondrtbirtheCat eéauﬁ

(*%4|*a ®eA§@e)g®I%Om -£>201;64S*|| tute found that the average cost

*traV|] 24%4tal# of vocational rehabilita

SR AN D

ion in-
. creased nearly four times faster

than total workers compensa-
tion incurred losses over the last

-m, . 9. .- ‘V’?22L1 eight years (see sto age 14
«% Iger)</oca(t|onalnr{epl)ﬁ b|||t)a—

=m . raI.IIII-*fl.&)Z#d,#ff tien cost-effectiveness studies,

;-2-9:;,4257 however, are now under way,

-, +<55.. ", juli"LL*; 7%31295" the Refabmtsion CEftes of

the International Assn. of In-
dustrial Accident Boards &
Commissions (see story, page 18).

But, while the cost effectiveness of vocational rehabilitation is
in doubt, no one will quarrel publicly with the basic concept of
vocational rehabilitation: getting an injured worker back to the
job.

"It sounds just awful to say vocational rehabilitation is not nec-
essarily a good thing," observes Eric Oxfeld, manager of health
care and employee benefits for the U.S. Chamber of Commerce in
Washington.

"It's hard to downgrade or criticize efforts to return people to
work," agrees Mr. Lewis.

In addition, there are reasons beyond economic concerns to
support vocational rehabilitation programs.

"The payoff may not be to employers and their insurers, but to

Continued on page 12

Experts endorse
wholistic plans

The key to returning an injured
worker to his or her job
quickly is to offer a vocational
rehabilitation plan as soon as
possible after an injury, ex-
perts say. They add that the
plan should be designed with
the needs and abilities of the
injured worker in mind-a
wholistic approach. See story,
page 17.

'Keep in touch,
employers told

Vocational rehabilitation pro-
grams should be a major con-
cern to employers, but for
many it is not, rehabilitation
professionals say. Employers
also should keep in contact
with injured workers during
rehabilitation to ensure that
rehabilitation costs are con-
trolled, the professionals say.
See story, page 19.

States may alter
rehab statutes

Several states are examining
modifications to the vocational
rehabilitation requirements in
their workers compensation
statutes to improve services
to injured workers and reduce
costs. Several other states
amended the rehabilitation
provisions of their laws last
year. See story, page 20.

Employers will pay more in 1986

By MEG FLETCHER

Employers will pay more for workers compensation
insurance this year because insurers are raising rates
10% to 15% and using premium-cutting devices less.

Employers can expect manual rates to increase an
average of about 10% to 15% in 1986, according to Busi-
ness Insurance interviews with leading workers com-
pensation insurers and industry sources.

However, rate increases will vary widely from an
estimated zero in New Jersey to 8% in some Northeast-
ern states and about 12% nationwide, predicts one in-

And, employers can expect insurers to whittle down
the amount of premium reductions afforded by such
devices as dividend plans, rate deviations and sched-
ule credits.

Insurers also will demand bigger deposit premiums
and withdraw from writing paid-loss retrospectively
rated programs while promoting incurred-loss retro
programs.

Furthermore, insurers will be more choosy about
which employers they insure.

The reason for higher prices and new underwriting
restrictions: Insurers say they are losing money on
workers compensation insurance.

Overall, workers compensation insurers suffered an
underwriting loss of $4 billion in 1985 on a total pre-
mium of $20 billion, a 120% combined loss and expense
ratio, said Robert L. Hilton, senior vp of the National
Council on Compensation Insurance, a ratemaking
and statistical organization.

The results are "better than the previous year, but
still horrible,"” he added. Compared with 1984, 1985
losses were $400 million less, premiums were $3 billion
higher and the combined ratio is improved by 5.9%.

Investment income earned in 1985 on all outstand-
ing workers compensation reserves is estimated at $3
billion to $3.2 billion, creating a net loss for work comp
insurers of $800 million to $1 billion.

Inadequate rates, rising frequency of injuries and
higher medical costs combined to create the under-
writing loss, insurers say. And, lower interest rates
mean less investment income in 1986 to offset under-
writing losses.

"As an industry as a whole, we were not getting

enough for workers compensation,” said Donna Sy-
monds, Aetna's Life & Casualty Co.'s director of prod-
uct development for workers compensation.

"Workers compensation will require a significant
increase in rates to get us back to profitability," said
Robert J. VVairo, chairman and CEO of C&F Un-
derwriters Group, a Crum & Forster Corp. affiliate.

Crum & Forster had a workers compensation com-
bined ratio after dividends of 134.7% for the first nine
months of the year.

It was the sixth-largest workers compensation in-
surer in 1984, according to A.M. Best Co., with $651
million in direct written premiums.

Rates will go up faster and higher in competitive
rating states where insurers competed fiercely on
price in recent years.

In states where rates are more controlled by regula-
tors, called administered pricing, the rate increases
will be lower because the regulators curb the extremes
of market swings.

Regulators also are under "tremendous political
pressure to keep rate increases down," noted Steven D.

Continued on next page
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Discount plans may alter work comp premiums

A workers compensation premium is based
on manual rates filed in each state by insurers
for different employer classifications.

However, employers paying at least 85% to
90% of all written work comp premiums qual-
ify for one or more of these discount plans:

- Experience rating is applied to all but
very small individual businesses. The manual
rate is altered based on loss experience, rela-
tive to similar policyholders engaged in similar
enterprises. There is a greater penalty for fre-
quency of losses than there is for severity. Ex-
perience rating is statistically based, and can
increase or decrease the rate charged.

+ Deviations from a manual rate are across-
the-board reductions permitted in some states.
Deviations allow an insurer to reduce all
manual premiums by a fixed percentage as
filed with the state insurance department. De-
viations now range from about 5% to 15%.

» Schedule rating, available in some states,

permits insurers to adjust premiums based on
the underwriter's appraisal of the employer's
safety force and its management. When sched-
ule rating is used with experience rating, it
should recognize conditions not reflected in
the available experience.

* The premium discount plan, which dis-
counts premium by size, also can be applied.

« Retrospective rating bases the employer's
premium upon the size of the premium and the
actual loss experience for the policy period.
(Since retrospective rating includes premium
discounts, a separate premium discount is not
also applied.)

The employer pays a deposit premium,
based on a retrospective rating formula, when
the policy begins. The premium is adjusted
after the policy period when the experience is
known, subject to minimums and maximums.

There are incurred-loss retro plans, and
paid-loss retro plans. Under the conventional

incurred-loss retro plan, the policyholder pays
an advance premium based on the estimated
standard premium. The premium is later ad-
justed based on actual loss experience.

Under a paid-loss retro plan, the policy-
holder pays a reduced premium in advance
with the balance paid either by a letter of
credit, surety bond, promissory note secured
by a letter of credit or surety bond or another
type of financial security. The amount paid at
inception includes the non-loss portion of the
standard premium plus a loss fund deposit. The
policyholder is required to replenish the loss
fund as it is depleted by claim payments.

« Dividend plans return premium to the
policyholder at policy expiration, but cannot
be guaranteed at policy inception. Flat or level
dividends are based on an insurer's overall ex-
perienee. Loss-sensitive or sliding scale divi-
dends, based more on the policyholder's loss
experience, are growing in popularity.
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What's the best way to manage
these risks? Many risk managers
turn to their /ndependent /nsur-
ance Agent. They know that an

/ndependent Agents represent
several insurance companies
not just one, they can help you
select the best business cover-

ages at the best price.

...and helping you manage your
business risks is their business.

Contact your /ndependent

/nsurance Agent today. You'//
find one wherever you find this
symbol.

YouRdependent \

\ /nsuronce 0 *CENT /
SERVES YOU FIRST /

THE MORE-THAN-ONE-COMPANY

INSURANCE AGENT.

Comp market

Continued from previous page
Millikan, associate vp and director
of workers compensation for the
Alliance of American Insurers.

As a result, how much rates in-
crease in each state will depend not
only on insurers' loss experience in
each state, but also on securing the
approval of insurance regulators.

Even in states where higher rates
are approved, "It will take all of
1986 and 1987 to get the rate levels
back to what is needed," Mr. Vairo
said, explaining there is nearly a
two-year lag between the approval
of higher rates and the impact on
insurers' bottom lines.

But, the higher cost of workers
compensation insurance in 1986
will not be as great as the price in-
creases in other property/casualty
lines.

Except pfor Wausau Insurance
Cos., the insurers' estimates of
manual rate increases tended to be
slightly lower than the 15.5% pro-
jected by industry sources and the
NCCI (Bl, Dec. 9, 1985).

Forecasting manual rates in 1986,
a Hartford Insurance Group
spokesman predicted a 12.5% aver-
age increase nationwide. But he
said manual rates could climb as
high as 50% in a specific state if
rates are grossly inadequate.

Ward Jungers, assistant vp-
workers comp for CIGNA Corp.,
the fourth-largest work comp in-
surer, predicts an 8% to 12% in-
crease in manual rates in 1986.
CIGNA had $831 million in direct
written premiums in 1984, accord-
ing to Best's figures.

"There will definitely be another
round of rate and price increases in
1986. They will probably not be as
much as the insurers would like to
see, but more than the employers
want to see," Mr. Jungers said.

An Aetna representative pre-
dicted about an 11% increase, while
a spokesman for two American In-

ternational Group Inc. units-
American Home Assurance Co. and

National Union Fire Insurance Co.
of Pittsburgh, -predicted an aver-
age 8% to 10% increase, which could
range as high as 25%.

A spokesman for Liberty Mutual
Insurance Co., the largest work
comp insurer, predicted a 6% to 8%
increase in filed rates this year.

Meanwhile, workers comp
manual rates in California, where
rates are set independently of the
NCCI, increased an overall 8.2%
earlier this month.

Joining higher manual rates in
raising the cost of workers com-
pensation will be insurers' insis-
tence on more selectively and res
trictively using premium reduction
devices on individual accounts.

"The use of price-cutting tools is
on the decrease,"” said Charles
Coakley, senior counsel for the
American Insurance Assn.

"They are all drying up, except
for retrospective rating," he said. In
addition, insurers are favoring in-
curred-loss retro programs over
paid-loss retro programs.

"Companies are taking drastic
market action and will probably
continue through 1986," said the
Alliance's Mr. Millikan.

The "conservative pricing en-
vironment"-reductions in the use
of premium-cutting devices-
began in the second half of 1984
and will continue into the near fu-
ture, said Dick Lepinski, product
manager for workers compensation
with Wausau, the seventh-largest
comp insurer with $624 million in
direct premiums in 1984.

Specifically, insurers ar@:

« Restricting the use of divi-
dend plans.

Generous dividend plans cost in-
surers more than many realize and
have added 8 to 10 points to the in-
dustry's combined loss and expense
ratio, said Tom W. Brown, corpo-
rate secretary with fifth-ranked
Hartford, which had $677 million

Continued on page 6
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Comp market AIG is the 10th-largest workers ing remain generallv untoucned as "realistic" marketing of workers ter ‘j '
compensation insurer with $5_2 premium-cutting devices compensation as compan es return Liberty Mutual has established
Continued from page 4 million ir direct workers compen- The irr Lact of direct marual rate to responsible underwriting after a quotas for 1986 to ensure that
in direct written workers compen- sation premiums in 1-134 increases and reduced use cf pre- period of vigorous competition growth does not outstrip the com-
sation premiums in 1984 - Using less schedule rating mium-cutting devices on each pre- from 1981-84, said the Alliance's pany's ability to provide quality
"Dividends reached a peak of "Companies are making substan- mium, however, car var 1 "materi- Mr Millikan service, he said
10% of premium in mid-1984 Be- tial cuts n schedule rating," sa d ally" depending upon the state, the Liberty Mutual the largest Liberty Mutual had an 86% loss

tweenthenand nowinsurershave Mr Millikan Some companies shat typec,frskand hoii itls evaluated workeiscompensationincurer with ratioforthefirst nine months of
reduced them 15%," the NCClI's Mr had allowed scheduld credits up to in its classification, notes CIGNA's more than $1 billion in direct writ- 1985, compared with 83 5% during

Hilton said 25% have cut them _0% to 15% or Mr Jungers ten premiums in 1984, won more the same period in 1984, another
Mr Millikan said dividends are are not using them at all, he said In addition, insurers are mpos- business than it could handle be- company spokesman said
now about 5% to 15% of premium - Raising deposit premiums ing tigh-er under, riting cr_teria cause of other insurers’' restrictive Insurers’ actions have somewhat
and insurers are moving from a flat Two years ago, ar insurer may before accepting a risk under willing policies reduced the availability of workers
dividend for all policyholders to a not have required c. deposit pre - Insurers like CIGNA are "defini- In 1985, Liberty Mutual's gross compensation coverages for large
sliding scale, based on an individ- mium, bu now the insurer warts tely" oeing more selective in choos- premiums grew an estimated 25%, employers, especially those with
ual employer's loss experience $50,000 up front, Mr Hilton said ing risks and are locking at an em- Mr Purkis said That was 15% poor loss experience, a few sources
This cutback affects a lot of em- Only sratutorily mandated pre- ployer's loss experience and man- higher than usual, and "We could said That IS forcing more risks into
ployers, said Mr Vairo mium discounts based on the size of agement quality, Mr Junger. said have grown even more if we didn't assigned risk pools (see page 7)
Crum & Forster is cutting policy- large accounts and E >perience ra= This year will mark the return of put the brakes on in the last quar- Continued on nert page

holder dividends 40% this year, Mr

Vairo said The company also has ! . -
tightened the criteria to participate -Fial i
in dividend plans, he said

Richard Palezynski, second vp -
and actuary with Travelers Insir- -eKY 'p .
ance Co, the second-largest work
comp underwriter, said, "We will
continue to restrict our use of divi- ! ’ sts ‘,53 f
dend programs to profitable risks
in profitable states " !

Travelers wrote $965 miillion in
dnect workers compensation pre-
miumsin 1984

= Restricting the use of rate de-
viations

For example, workers compensa-
tion insurers in Florida had used an
average deviation of 15%, but that
is now closer to 5%, Mr Hilton said

Most insurers are amending Their
filings to lower their deviations
Others are assigning policyholders
to subsidiary companies dubbed
"pups,” which have lower ap-
proved deviations

Aetna the third-largest work
comp insurer with $853 miillion in i
direct written pierniums in 1984, is
among the insurers shifting some
risks from one subsidiary tc an-
other in an effort to obtain a pre-
mium that is appropriate for the
| isk exposu e, said Ms Symonds

"l haven't heard much uproar
about this,”" Ms Symonds said "I
think the shifting should level off
next year "

Liberty Mutual is in the process 85-6, S
of adJusting deviations downward
fot all of its companies, said John
W Purkis the company's vp-un-
derwriting 5:

= Pushing retrospectively rated
plans on an incurred-loss basis for
clients who can benefit fu om them

Some 42% of employers pur-
chased retrospectively rated pro-
grams for wot kers compensation in
1984 That climbed to 50% 111 1985
and should at least equal that this
vear, Mr Hilton said

Insurers prefer to write retro-
spectively rated progr ams because
the insurer is paid mole in premt-
ums if the policyholde's losses are
mole than anticipated

AnNd, insurers favor incurred-loss

retro progtams over paid-loss retro
programs, because the incurred-
Ims programs require policyholders
to pay more premium up frc,nt,
which allows insurers to reap more
iNnvestment income

C&F Undeiwriters Group and
U S Insurance Gloup, two Crim &

Forster units, eliminated all paid-
loss retros 18 months ago for risks
in the 40 vates east of the Rocky
Mountains Mr Vairo said *.+1-64

Industrial Indemnity Co , an-
other Crum & Forster affiliate 222" r
that writes in the 10 Western ‘
tates, also has cut back on paid-
loss retros, though three to five
of the plans remain Those pro-
grams will be switched to in-
curred-loss retros after 21
months, said Robert Whitehead,
senior vp-underwriting

The special accounts division of
Anierican International Group
me mbe r companies Amerizan
Home Assurance Co and National
Union Fire Insurance Co offer
only incurred-loss retros The -init
has not written new or renewal
paid-loss retros for workers comp

since late 1984, said Senior Vp
James Fowler



Continued from previous page
More frequency of claims and
some increase in severity of claims
are among the many factors insur-
ers say are increasing their losses.
Work-related accidents and in-
juries were up 11.7% in 1984, the

biggest increase since 1973, the
NCClI's Mr. Hilton said. The

amount of time lost also increased.

Higher medical costs also con-
tribute to increased workers com-
pensation costs. Medical costs rep-
resent 35% of total work comp costs
and are hard to contain, Mr. Hilton
said.

Workers compensation insurers
also complain that they are having
some problems with the availabil-

ity of reinsurance, but not nearly
the difficulties found in other prop-
ertylcasualty lines.

Other factors that tend to in-
crease work comp costs include the
increasing number of claims for oc-
cupational diseases and non-trau-
matic injuries; increased pressure
to increase injured workers' bene-
fits and overutilization of those
benefits; the increased costs of re-
habilitation; and unwarranted
awards.

Insurers acknowledge that rais-
ing the cost of workers compensa-
tion could encourage more employ-
ers to consider self-funding their
programs.

The last time there was a big

round of rate increases, a lot of em-
ployers went to self-insurance, said
Hartford's Mr. Brown. "I'd rather
not see that again, but | won't bet
that we won't see that again.”

"There will probably be a greater
interest in self-insurance pro-
grams," said Mr. Vairo. But, lack of
excess insurance may make it less
attractive, he said.

Self-insurers made about 20% of
all work comp benefit payments in
1980, compared with 32% from state
and federal programs including
black lung, and 52% from commer-
cial insurers, said Richard B. Vic-
tor, executive director of the Work-
ers Compensation Research Insti-
tute in Cambridge, Mass. .
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More workers comp buyers
forced into assigned risk plans

More workers compensation
risks are being forced into assigned
risk plans as insurers tighten un-
derwriting criteria.

The number of individual risks
in assigned risk plans increased
44% to 179,310 in the first nine
months of 1985, from 122,273 for a
comparable period in 1984, accord-
ing to the National Council on
Compensation Insurance.

But that 44% increase is dwarfed

by the 125% increase in premiums

Many happy

returm.

If you're not getting all the returns you
deserve from your rehabilitation dollar,

switch to the leader: IRA.

IRA pioneered America's first private

rehabilitation service 14 years ago. Since
then, we've handled over 170,000 different
cases. No one else even comes dose to our

depth of experience.

So IRA knows what works. And what doesn't.

Today, we're building on that experience to
offer a wide range of services unmatched in
the industry. Flexible services that respond
to the needs of each individual claim. Plus

the convenience and cost efficiency of 110

local offices nationwide.

That's leadership. That's IRA.

Why settle for less?

For more information, contact your local
International Rehabilitation Associates office
or call toll free 800-IRA-HELR In Alaska or
Hawaii, call collect 215-687-9450. Or write:
IRA, 985 Old Eagle School Rd., Wayne, PA

19087.

IRA.

Rehabilitation
that works.

international rehabilitation associates, inc.

An Intracorp Company

employers in assigned risk plans
paid during the same period.

Employers paid $535 million in
workers comp premiums for the
first nine months of 1985, compared
with $234 million paid during the
comparable period in 1984, the
NCCI spokesman said.

The five states with the largest
increases in premiums paid to as-
signed risk plans during the first
nine months of 1985 were: Oregon,
up more than 500% to $6.8 million
from $1.1 million; New Mexico, up
more than 300% to $8.4 million
from $2 million; Georgia, up more
than 200% to $26 million from $7.9
million; lllinois, up almost 200% to
$86.9 million from $29.7 million;
and Arizona, up almost 150% to $1.2
million from $500,000.

"However, there is no guarantee
that pools will continue to provide
the answer," said Robert L. Hilton,
senior vp at the NCCI.

"Many workers compensation
carriers are becoming disenchanted
with writing workers compensa-
tion insurance. With increasingly
poor loss experience, many insur-
ers could-and some already have
-drop the workers compensation
line," he told the Conference of In-
surance Legislators at their annual
conference last fall.

"As this happens, it creates
greater pressure on those carriers
who stay on and continue to write
workers compensation and share
the huge losses," he said.

Some large work comp policy-
holders, especially those with poor
loss records, are having difficulty
finding coverage in the conven-
tional marketplace, a few insurers
and industry spokesmen said.

"The (insurance) companies
don't want the big risks with bad
experience," said Sandy Gilmartin,
assistant manager of the NCCl's re-
sidual market operations.

In 1984, there were 206 risks with
premiums of at least $100,000 in as-
signed risk pools, she said. This is a
10.2% increase over 1983 when 187
such risks were in assigned risk
pools. Risks in assigned risk pools
by far have the worst experience,
said Ms. Gilmartin.

At least 50 large employers,
which pay at least $500,000 in an-
nual workers compensation premi-
ums, have been forced into as-
signed risk plans, Mr. Hilton said.

One of those plans is Bath Iron
Works Corp., a shipbuilder in Bath,
Maine, which paid about $10 mil-
lion in work comp premiums for its
7,000 employees in 1985, according
to a company spokesman.

Bath Iron Works has been in the
state's assigned risk pool since Sep-
tember 1984. Although its loss ex-
perience is "not that good," the
company is considering self-insur-
ing, he added.

Other risks moving into assigned
risk pools include municipalities,
especially in lllinois and Arkansas,
Ms. Gilmartin said.

When large risks are written by
assigned risk plans, where losses
are subsidized on a pro-rata basis
by workers comp insurers, individ-
ual insurers complain they lose
control over their own loss ratios.

While availability may be a
problem for those large risks, it is
generally not a problem for most
employers seeking workers com-
pensation coverage, most industry
sources agree.

The only other availability prob-
lems were in states where there
was "gross rate inadequacy," said
Robert J. Vairo, chairman and CEO
of C&F Underwriters Group, a
Crum & Forster Corp. unit.

He mentioned specifically Texas,
where rate increases totaling an av-
erage of 48.7% in the last year have
since improved the availability of
workers compensation insurance. *
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Good idea whose time has come

I ET'S MAKE A GOOD Idea work include economic incentives for employees to commit
All those involved in the workers compensation themselves to vocational rehabilitation Currently,

business
msurance®

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher Alfred Maleck, (New York)

system should commit themselves to vocational reha- there are too many economic incentives in too many Editon Kathryn J Mcintyre, ARM (Chicago)
bilitation states for injured employees to refuse vocational reha- Deputy Editor: Mark S Rosati (Chicago)

As Associate Editor Carol Cain reports in her special bilitation and stay home and collect benefits
spotlight package this week on vocational rehabilita- The required reforms of workers compensation laws
tion, there are numerous reasons for adopting voca- will take time. But, in the meantime, employers, insur-
tional rehabilitation programs, not the least of which ers and vocational rehabilitation experts can do their
are humanitarian Injured workers should not be al- best to integrate vocational rehabilitation into the sys-
lowed to sit idle, feeling sorry for themselves and col- tem and to make it cost-effective
lecting disability benefits, when they could be working Employers should commit themselves to vocational
Workers injured on the Job should be given every op- rehabilitation, whether it is required of them or not
portunity to return to work and live productive lives And, rather than merely offering vocational rehabilita-
True, the economic benefits of vocational rehabilita- tion to injured workers, employers should carefully
tion have not yet been proved But, there are several monitor the vocational rehabilitation programs for ap-
studies under way now to determine if current voca- propriateness, thoroughness and cost In addition, em-
tional rehabilitation programs are cost-effective-sav- ployers should make sure there is an appropriate Job
ing more money in workers compensation disability available for the worker to return to after rehabilita-
benefits, which don't have to be paid after a worker tion.
returns to employment, than they cost This is a perfect time to persuade top management to
If these studies find that recent vocational rehabilita- adopt vocational rehabilitation programs, since work-
tion programs have not been cost-effective, that is no ers compensation premiums for most employers will be
reason to scrap vocational rehabilitation Instead, ev- increased this year While the percentage of premium
eryone involved in vocational rehabilitation and the increases will be small in comparison with other liabil-
workers compensation system should determine how ity insurance costs, this IS an area where employer ef-
to restructure these programs for cost-effectiveness forts to control and contain costs can show results
Already, there are plenty of good suggestions for im- Insurers, meanwhile, should strengthen their voca-
proving vocational rehabilitation programs tional rehabilitation programs, and they should not
One is that workers compensation laws should be re- permit claims managers to lighten their own caseload
vamped to properly integrate vocational rehabilitation by dumping inappropriate cases on vocational rehabili-
into the system rather than treating it as an after- tation experts
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thought and expecting vocational rehabilitation to The vocational rehabilitation experts also should NEW YORK Charles A. Hon,ath (pistrict Manager)

work miracles for controlling costs as well as returning monitor their own work, refusing inappropriate cases,
workers to employment As part of this integration into controlling the cost of the rehabilitation program and
the entire system, workers compensation laws should developing statistics on their successes and failures

letters

Impact of wellness programs must be quantified

To the editor The article "Small Busi- reflexive Management that swallows tive effect in such circumstances
nesses Leap into Wellness" (BIl, Dec 2, "wellness" as an easy answer also is ap- I am not arguing against good health,
1985) was, fro m my viewpoint, dis- parently not competent or interested to but suggesting, without good verification,
tressing Small business can 111 afford to keep simple records on its impact, or lack that the notion that wellness programs
commit resources without hope of mea- of it can relieve management of its responsi-
surable return on investment However, The only case of injury reduction pre- bility to provide well-engineered, safe
no fewer than seven times in this article sented was for Safeway Bakery Division workplaces IS indefensible It also smacks
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Martin J. Ross (Distrmt Manager)
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reference was made to " could not But looking at its numbers raises ques- of the same flawed thinking that perpe- COMMUNICATIONS: New York: 212-210-0132
quantify reduction, the program has tions The division had 1,760 lost work- tuates the myth of "safe lifting" as an ap- CIRCULATION: Detroit 313-446-6492

reduced injuries and absenteeism, but he days for 130 employees Based on an aver- proach to reducing back injuries

had no statistics, does not have statis- age of 2,000 work hours per year, this Small business, and large business too,
ties on the cost or savings of the 4-year- would represent a lost workday rate of has too few dollars to throw away at "fad"
old program " 1,350, 10 times the Standard Industrial programs

No figures? No statistics on a 4-year-old Classification group average of 122 per Donald L. Morelli
program' VWhat kind of management is 100 employees | would think that vir- Safety Consultant
represented here, Perhaps the question IS tually any action would have some posi- Belmont, Calif

Clarification offered on European Community product liability directive

To the editor Two comments are in guages In France and Belgium, for exam- Contributory negligence in Europe is
order on your article in the Oct 21, 1985, ple, lawyers speak of "responsabilite ob- hke comparative negligence in the United
issue on the product liability directive in Jective," but in French-speaking Switzer- States It does not "absolve a manufac-

force in the European Community effec- land it is "responsabilite causale ) turer of allhability if the user of the prod-
tive July 30, 1988 Liability independent of fault is a prod- uct was at all negligent "

First, your readers should not be con- uct of statute law (or act of parliament) What the contributory negligence rule
fused about the notion of strict liability And, liability independent of fault is in Europe does do IS allow the court to

While many say the directive imposes not no-fault liability since the notion of reduce the liability of the producer in
strict liability, it actually imposes liability fault IS retained, e g contributory negli- proportion to the victim's contribution to

independent of the fault of the producer gence his own damage or injury

The distinction is simply academic Second, contributory negligence in the John G. Cowell
Strict libility (or, more correctly, strict European Community (including the Deputy Secretary General

liability in tort) is a court-made doctrine United Kingdom) is not the same as con- Comite Europeen des Assurances

whose development in the United States tributory negligence in the United States Paris

has outpaced development elsewhere in

the English-speaking world Liquor liability cover is available in California

(Linguists will note that strict liability
does not readily translate into other lan- To the editor The front-page article in Our product is available to all classes of
the Dec 23, 1985, issue entitled "Dramshop licensed liquor-dispensing establishments
Drought Liquor Liability Marketplace in California In addition, we are capable
Runs Dry," although very informative, is of providing coverage in the state of Ne-
not accurate in our view, particularly as vada
respects to the state of California We believe your article gives the im-

1
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Monopolistic work comp funds
undecided on 1986 rate hikes
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MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 - 212-953-0580
General M©nagers
NEW YORK MARINE AND GENERAL INSURANCE COMPANY

- Marine Managers -

AMER[CAN LIBER-Y INSURANCE COMPANY
ARKWR,GHT-BOSTON INSURANCE COMPANY

ARKWR GHT-BOSTON MANUFACTURERS MUTUAL
INS. COMPANY

EN.CASCO INSURANCE COMPANY
EMPLOYERS MUTUAL CASUALTY COMPANY
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By JULIE TRUCK

Errp.oyers in six states must sit
tigh. for several months as the off:-
cials of monopolistic state funds de-
cide 0-1 1986 workers compensation
rates__

All -le monopolistic funds operate
on a f.scal year beginning July 1.

On-y one such fund-in Wash-
ington-admits it expects to in-
creasE rates effective July 1. Ne-
vada's fund expects stable rates.

O:her state fund officials de-
elined to speculate on 1986 rates,
sayinE- the actuarial studies detail-
ing tne previous year's losses are
not due until around March.

Wshington's fund, which in-
sures 99% of the state's employers
and 67% of all workers, probably
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will hike rates to offset the state
fund's deficit, said Joe Dear, dep-
uty director of the Department of
Labor and Industries.

As of July 1985, the fund's deficit
was $225 million. The fund needs a
33% increase to erase the deficit in
one year, according to actuarial
studies. But, because the fund ex-
pects lower costs now that the
state's mandatory rehabilitation
law has been repealed, rates proba-
bly will be hiked by a single digit.

Rates were increased an average
of 18% in July 1985 and an average
of 30% in 1984.

In addition to Washington, states
that bar commercial insurers from
underwriting workers comp cover-
age are Ohio, Nevada, North Da-
kota, West Virginia and Wyoming.

However, Wyoming is consid-
ering amending its constitution this
year to let all employers self-insure
and open the state up to commer-
cial insurers, said Thomas Burt,
program manager in the Workers
Compensation Division.

Since 1915, the Workers Com-
pensation Industrial Accident Fund
has provided exclusive coverage
for all workers whose employment
is defined by statute as extra haz-
ardous, which today accounts for
about 62% of the state's workforce.

Other employments can be self-
insured or employers can buy com-
mercial insurance.

Wyoming also is considering leg-
islation that would change the
state's flat rating system to one
based on claims experience.

Currently employers pay a flat
5% of total gross payroll during
their first year of residence in the
state. Subsequent monthly premi-
ums are either 1% or 1.75% of total
gross payroll, depending upon the
employer's balance in the state
fund each month.

If the balance is negative, the
employer must pay 4.5% of gross
payroll until the balance is positive.

As a result of this flat rating sys-
tem, the fund lost about $6 million
during fiscal 1985 and $15 million
the previous year, Mr. Burt said.

The Legislature also is expected
to consider reducing benefit levels

when it reconvenes in January.
In the other states:

= Ohio's rates have declined
overall about 27% since 1977, which
includes a 6% increase for fiscal
1985, said a spokesman for the Bu-
reau of Workers Compensation.

The 1985 rate increase reflected
higher medical costs.

The Ohio fund covers about 70%
of the state's workforce. The re-
maining workers are employed by
self-insured companies.

A spokesman for the fund said he
could not speculate on 1986 rates.

- Nevada's rates are expected to
remain stable this year, said a
spokesman for the State Industrial
Insurance System. The last increase
was in fiscal 1983, when rates
jumped an average of 13.2%.

With the exception of 1983, rates
have remained largely stable since
1976, he said.

- West Virginia's fund rates
were slashed an average of 30% last
year as part of a statewide effort to
maintain the state's business base,
said Bill Ireland, assistant director
of the accounting division of the
West Virginia Workers Compensa-
tion Fund. In 1984, rates rose an av-
erage of 10%, he said. 1986 rates
have not been determined.

= North Dakota's fund rates
have steadily decreased by 30%
over the past five years, said Scott
Delmore, assistant underwriter for
the North Dakota Workers Com-
pensation Bureau.

In fiscal 1985, rates declined an
average 1.25% and in 1984 rates de-
creased about 7% for the fund's

22,000 policyholders. -
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Rehabilitation

Continued from page 3

society in general-a person work-
ing is a person paying taxes," says
Joan Shute, assistant vp of rehabili-
tation in San Francisco for Indus-
trial Indemnity Co., a subsidiary of
Crum & Forster Corp.

A person out of work is a burden
to society, points out James N. El-
lenberger, assistant director of oc-
cupational safety, health and Social
Security with the AFL-CIO in
Washington.

"Vocational rehabilitation also
has the humanitarian aspect to it.
You're not putting people out to
pasture," says Mat Dorangricchia,
assistant general manager of the
Nevada State Industrial Insurance
System, a monopolistic state fund.

As a result, the issue now boils
down not to whether there will be
vocational rehabilitation in the fu-
ture, but to how much there will
be.

While 44 states include at least
some reference to vocational reha-
bilitation in their workers compen-
sation laws, only a handful of states
that rewrote their workers com-
pensation codes in the past 10 years
have emphasized the role of voca-
tional rehabilitation in the workers
compensation system.

Minnesota and Florida are
among the states that have re-
vamped their statutes to build re-
turn-to-work incentives into their
new laws, relying heavily on voca-
tional rehabilitation programs.
Massachusetts just joined that small
group late last year with its new
law (see story, page 20).

California was a pioneer in voca-
tional rehabilitation, mandating in
1975 that employers offer injured
workers these services.

But, vocational rehabilitation so
far is not accomplishing all that it
can, even in the more than a dozen

states that mandate vocational re-

habilitation, primarily because vo-

Henry Ford

cational rehabilitation was written
into the laws as an "add on"” bene-
fit. It was not directly tied to the
benefit structure.

"You can't look at vocational re-
habilitation in a vacuum," advises
William Molmen, vp and director

of the workers compensation gov-
ermnmental affairs unit of the

American Insurance Assn. in San
Francisco.

When reforming a workers com-
pensation system, designers must
focus on how vocational rehabilita-
tion interrelates with permanent
partial disability benefits, Mr. Mol-
men said, and almost everyone in-
terviewed by Business Insurance
agrees.

"You can't just graft vocational
rehabilitation on existing systems
without incentives to employers
and employees," said Monroe Ber-
kowitz, a professor of economics at
Rutgers University in New Bruns-
wick, N.J. Mr. Berkowitz was hired

by a special commission in New

Hypocrates

York to study that state's workers
compensation system and expects
to issue a report this month.

"The claims process should be a
rehab process, but some think of it

as an add-on benefit.” said Indus-

trial Indemnity's Ms. Shute.

“Vocational rehabilitation was
probably the last big thing hooked
onto workers compensation laws. It
was readily assumed that workers
were given medical treatment and
their benefits-the emphasis al-
ways was on increasing benefits,"
said Eleanor Ross, state liaison ad-
viser in the Office of Workers'
Compensation Programs of the
U.S. Department of Labor in At-
lanta.

The role of vocational rehabilita-
tion efforts wasn't even stressed in
the landmark 1972 report of The
National Commission on State
Workmen's Compensation Laws,
Ms. Ross said. The recommenda-
tions in that report have served as
the basis of state workers compen-
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sation reform during the past 13
yvears.

But some workers compensation
experts always have considered vo-

cational rehabilitation and workers

compensation synonymous.
"WVocational rehabilitation is

what the comp system is all about:

"

To put people back to work," as-
serts Alan Tebb, general manager
of the California Workers' Com-
pensation Institute in San Fran-
cisco, an insurance industry-sup-
ported research organization.

An important aspect of integrat-
ing vocational rehabilitation into
the entire workers compensation
system is creating incentives for
employees and employers to com-
mit to vocational rehabilitation
programs.

Everyone agrees that vocational
rehabilitation will not succeed un-

less the worker is motivated.

"The more spectacular results of
rehabilitation have been in cases of
rather catastrophic types of in-
juries, where the motivation of the
injured person was very strong to
succeed. VWhere motivation is
weak, even the best of rehabilita-
tion specialists can produce only
mediocre results,” points out
Douglas F. Stevenson, a Chicago
attorney who is counsel to the llli-
nois Manufacturers’' Assn. and ex-
ecutive director of the National
Council of Self-Insurers.

"Motivation is the key," asserts
Paul Leclair, assistant manager of
rehabilitation with Liberty Mutual
Insurance Co. in Boston.

"It doesn't do any good to force
someone back to work. If someone
is motivated, he will try to return
to the former employer. In other
words, if someone wants to return
to work today, we can help them,"
Mr. Leclair says.

The injured worker's high level
of innate motivation to return to
work must be tapped soon after the
injury if vocational rehabilitation is
to be successful, notes Daniel Davis,
senior vp and director of marketing
for Intracorp, the Wayne, Pa.-based
rehabilitation subsidiary of CIGNA
Corp.

"That high level of motivation
wavers a little if you wait three,
six or nine months to begin voca-
tional rehabilitation,” said Mr.
Davis-a point numerous other
vocational rehabilitation special-’
ists endorse.

Several factors other than a time
lag also can affect an employee's
motivation.

For instance, the employee with
an injury may be "worn out, scared
to death and tired from doing

heavy work most of his life," said

Ms. Shute.

"The expectation of financial
gain from litigation also is a power-
ful factor,” Mr. Stevenson added.

"No one can afford to say he
‘feels good' until after the trial or
settlement. Pending litigation is a
strong factor interfering with suc-
cessful rehabilitation. Some experts
say that rehabilitation has no
chance until the litigation is out of
the way," Mr. Stevenson said.

"Legal providers have been
given credit for prolonging the re-
habilitation and workers compen-
sation process. Lawyers insist on
doing the communication,” Ne-
vada's Mr. Dorangricchia said.

"Litigation works against reha-
bilitation. No one gets well," de-
clared Steve Keefe, commissioner
of the Minnesota Department of
Labor and Industry.

"In any jurisdiction where litiga-
tion is prevalent, mandatory voca-
tional rehabilitation is not a mecha-
nism to get employees back to
work-it's something else to fight
about," said Mr. Lewis (see Per-
spective, page 27).

Employers have used litigation to
delay vocational rehabilitation in
their defense of a workers compen-
sation claim to deny all benefits to
an injured worker. Employees' at-
torneys have used litigation to keep

Continued on next page
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Cont:nued from premous page Most agree it is too early to Judge case needs to be referred," he said also are discovering some negative compensation system, there is not a
the injured worker out of the Job the success of the Minnesota sys- Also, employers that self-insure side-effects groundswell of support for the
market in their efforts to ulti- tem In fact, the state Department their workers compensation in For instance, the drafter of Colo- needed reforms
mately increase the disability bene- of Labor and Industry currently is Minnesota appear to be referring rado's mandatory vocational reha- "Vocational rehabilitation is one
fits awarded involved in a closed case study to inJured workers for vocational re- bilitation law said disability bene- area that doesn't get the attention it
After prolonged litigation, "the find out how it's working habilitation, whether they need it fits are not truly tied to wage loss, deserves when people talk about
worker believes he can't go back to But Steve Keefe, commissioner or not, because the self-insurers decreasing the incentive for work- needed reform," contends the
work,"” noted Mr Lewis with the department, said several think it's a preventive measure, ers to participate in vocational re- AFL-CIO's Mr Ellenberger
Liberty's Mr Leclair said he has interesting effects" of vocational Mr Keefe said habilitation “All the parties in workers com-,

seen reports from field offices that rehabilitation in the new system al- AnNnd, there are problems with Furthermore, in Colorado, "Vo- pensation are missing the boat when it
injured workers have told claims ready have been discovered, and overutilization of rehabilitation in cational rehabilitation is being used comes to vocational rehabilitabon," he
managers that their attorney said not all of them are positive Minnesota created by workers as a bargaining chip for settle- charges. "The purpose of the workers
not to cooperate with vocational re- For example, the system is creat- compensation insurers, he said ments There is little incentive," compensation system is not only to re-
habilitation ing needless costs A lot of insurers are cutting back said Ronald Jaynes, the Denver at- turn an injured worker to maximum

"They see a financial interest in For instance, the law requires on their internal staff, creating torney who drafted the Colorado medical recovery, but also to get that

not returning to work," he said that a rehabilitation assessment be larger caseloads for their claims law in the mid-19705 when he was worker back to the Job, and to benefit
This perceived financial gain by filed after 30 days of lost time managers, he noted To reduce director of the Division of Labor society"
staying out of work and collecting But some InJured workers re- their own workloads, these claims "The law isn't a total failure, but
compensation benefits was cited by ferred for vocational rehabilitation managers are shifting many of it'S not economically working," Mr
others as well at that time don't need it, Mr Keefe their cases that don't need voca- Jaynes said, adding he hopes a Executive Placement
"To some injured workers, the fi- said Someone with a broken leg, tional rehabilitation to qualified re- study will be undertaken soon to Nationwide specialists in
nancial support system our society for example, may need to stay out habilitation counselors, thereby determine how the law can be im- COMPENSATION & BENEFITS
has devised is all they want out of of work for 60 days, but it's clear prolonging the effort to get the em- proved
life, and it simply isn't possible to the employee will return to work. ployee back to work and increasing Despite an increasing awareness V";BRESSUREES' ING-
motivate them,” Mr Stevenson said "We think employers are con- the cost of the case that laws need to be amended to in- Staten |sr|aan(: N:/e::;4

"The claimant is concerned about fused about this provision in the Other states that have attempted tegrate vocational rehabilitation

his employer's bankruptcy, or his law and they think it means every to build incentives into their laws with all aspects of the workers
technological obsolescence, and he

(718) 494-6725 Joseph Gross

rushes to a benefit system that will
safeguard his financial security
"Since financial security is his
overriding motivation, he stays on
the benefit rolls where he can real-
ize that security, and nothing can
attract him away In this area, re-
habilitation,specialists try a variety 4> =~ . 1,'44113
of techniques, but success is very e A
elusive," Mr Stevenson said
In addition to commitment from
the employee, there must be com-
mitment to vocational rehabilita-
tion by the employer
Employers have to exercise con-
trol over the vocational rehabilita-
tion efforts for their indured work- *14'; 1:f
ers And they have to keep in con-
tact with the worker undergoing — =
the rehabilitation to make it work
"Keeping in touch with the in-
Jured worker, emphasizing an ac-
ceptance of the injury, has been of-
fered as one manner in which to
maintain control Frequent com-
munication between the employer
and the insurer is another," noted
the IAIABC's 1984 overview (see {|
story, page 19) -4 LIi ,1/61-4 1>

Many experts insist that to create
these incentives among employees - T T +1M1 F
and employers, state statutes must
be redesigned And, they fre- v = .t
quently refer to Minnesota's 1983 tim
Workers' Compensation Act, a % -
massive overhaul of the system — 1 l‘u
that was phased in and entirely in - aa
place by Jan 1, 1984

“Historically, InJured employees «
in Minnesota remained off work S = i =
longer, received higher benefits - |
and rates for permanent partial dis-
ability and temporary total disabil-
ity and litigated their claims more
often than injured employees in , .
Minnesota's neighboring states,”
said Jeffrey B Oberman, an attor-
ney in St Paul

Minnesota's reformm measure
adopted concepts and procedures
new to workers compensation

Often called a "two-tiered" sys-

VWhen it comes

to medical opinions,
two heads are better than one.

tem, the Minnesota law is based on
the proposition that after a fixed
period of time during which an in-
jured employee is paid temporary
total disability benefits, the em-
ployee's additional compensation
depends primarily upon whether

the employee attracts a suitable job . . .
Any wayyou look at it, getting a second opinion for With our program's flexibility, you can implement

certain elective surgery makes sense. It either reas- benefits individually or as a package, depending

sures the patient by confirming the need for sur- upon your company's requirements We'll even

gery or avoids the medical risks and costs associ- help document your company's need for cost

at*d with unnecessary surgery. containment measures by identifying potential
Surgical screening is just one of the many benefit problems through our management reports. And to

offer, Mr Oberman said

"More specifically, temporary
total disability payments cease 90
days after the employee reaches
maximum medical improvement,
or 90 days after the completion of
an approved course of retraining,

whichever is later.” he said options in CURE, the cost containment program help gain employee understanding and confidence,
’ . - from the CNA Insurance Companies CURE also we offer our communications kit and administra-
Once temporary total disability
benefits cease, the two-tiered sys- offers other options such as outpatient surgery, tive materials
tem provides for the payment of ei- weekend admission limitations and pre-admission When it comes to cost containment, two heads
ther "economic recovery benefits” review-an enhanced way of reviewing hospital are better than one. Contact your local CNA group

or "impairment compensation ben- admissions and monitoring care. representative or your insurance broker.
efits" to the employee The amount
of these benefits will vary, depend-

ing upon the employee's extent of

permanent disability and return to C N A

work efforts The system elimi-
nates traditional permanent partial
disability benefits that no longer
exist, Mr Oberman said

For All the Commitments You Make

Coverage is provided through Continental Assurance Company, one of the CNA Insurance Companies
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Vocational rehab costs soaring: Stud

By CAROL CAIN

The average cost of vocational
rehabilitation in California in-
creased nearly four tirnes faster
than total workers compensation
incurred losses over the last eight
years, according to a recent study.

The average vocational rehabili-
tation expense per case in 1985 was
$8,947, more than double the aver-
age cost of $3,939 in 1980. The aver-
age cost in 1978 was $2,327.

Incurred losses in 1985 totaled an
estimated $3 billion, compared with
$1.17 billion in 1978.

The California study, which was
conducted by the California Work-
ers' Compensation Institute, is
touted by workers compensation
statistics devotees as the best infor-

mation available on the costs and

Formal schooling plans, the longest in
duration and most expensive, have the
lowest success rates. Yet formal

schooling continues to be the most
common rehabilitation method used.

workings of vocational rehabilita-
tion programs.

Another analysis has been con-
ducted by the Florida Bureau of
Rehabilitation, par: of the state Di-
vision of Workers' Compensation.

"There is no single explanation
for the rapid escalation," notes the
Calfiornia study, released in No-
vember by CWCI. The San Fran-
cisco-based research institute,

organized in 1964, is funded by the
insurance industry.

However, some methods of reha-
bilitation have proved to be cost-ef-
fective, with successful vocational
rehabilitation inversely related to
costs.

Short-term rehabilitation pro-
grams, involving modified or alter-

native work with the same em-

ployer, are the least expensive and

Very Dependable.

most effective in returning injured
workers to the labor market and to
pre-injury earnings levels.

But formal schooling plans, the
longest in duration and most ex-
pensive, have the lowest success
rates.

Yet formal schooling continues
to be the most common rehabilita-
tion method used.

While the California study did
not find a single reason for the
huge increase in vocational reha-
bilitation costs, rehabilitation plan
duration is cited as the principal
cost variable.

The mean length of a rehabilita-
tion plan increased to 6.9 months in
1985, compared with 5.6 months in
1980, explaining a significant por-
tion of the cost escalation, the study

notes.
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The report also points out that
the increased costs cannot be attrib-
uted to inflationary pressures
alone, since the Consumer Price
Index rose only 60% during the

"Nor are benefit increases solely
responsible,” the study says.

Benefit payments account for
about half of all rehabilitation
costs, the report says. And the max-
imum weekly payment for tem-
porary disability indemnity in-
creased only 45% during the same
period.

In 1975, when mandatory voca-
tional rehabilitation was intro-
duced in California, rates were in-
creased 2.7% to cover the cost, said
Alan Tebb, CWCI's general man-
ager.

This compares with rate in-
creases for rehabilitation of 6.9% in
1980, 4.8% in 1978 and 3.7% in 1976.

CW(CI predicts that this year vo-
cational rehabilitation expendi-
tures in California will reach 15%
of all incurred workers compensa-
tion claims costs.

The CWCI research study is the
latest in a series designed to moni-
tor the provision of rehabilitation
services to injured workers, iden-
tify emerging issues and assist prae-
titioners in the prompt and effec-
tive delivery of the benefit. Similar
studies were conducted in 1978,
1980 and 1982.

The study shows that vocational
rehabilitation is working within
California's workers compensation
system, but not as well as it should,
according to CWClI's general man-
ager.

"That's the whole purpose of the
exercise we're doing,"” Mr. Tebb
said.

This latest study was based on
data collected from 822 cases sub-
mitted for closure to the Rehabili-
tation Bureau, California Division
of Industrial Accidents, during a
four-week period ending March 15,
1985.

"We went to insurers and asked

them to cooperate. . . .this is not a
random sample,"” Mr. Tebb ex-
plained.

However, he said the sample also
is not as large as he had hoped it
would be.

Besides looking at overall costs,
the study also zeroed in on the av-
erage plan costs according to plan
type.

A plan is the specifically
designed rehabilitation effort for
an injured worker and may include
several weeks of occupational ther-
apy, retraining or simply a modi-
fied work program.

According to the California find-
ings, costs vary substantially by
type of rehabilitation plan, ranging
from an average of $2,081 for modi-
fied work with the same employer
to $18,386 for formal schooling pro-
grams.

And these results also show that
a plan for a modified job with the
same employer has an average plan
length of 5.4 months, compared
with a plan for formal school,
which has an average plan length
of 8.3 months.

While these are California fig-
ures, they could "bear up in other
states," Mr. Tebb said.

The California study also points
out that, contrary to popular opin-
ion, few injured workers partici-
pate in more than one rehabilita-
tion plan.

"Overall, the number of plans
implemented in the 1985 sample
was 1.2 per worker, five individu-
als started three plans each and one
worker started four,”
CWCI study.

Among other findings in the
study:

= Vocational rehabilitation ex-

notes the

penses increased 284 % overall since
Continued on page 16
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professional evaluation of health care services. We help clients meet their cost containment objectives
without sacrificing health benefits or the quality of care. We invite third party administrator and broker
participation. For complete details contact Michael J. O'Connor, Executive Director.

WL/NO, 9
lllinois Founilation top Mellical Review
t, 48 Mdp' 332 South Michigan Avenue, Chicago, Illinois 60604
POR 1 Toll-Free 800/367-9938 « In Chicago 312/341-0217

Rehab studies

Continued from page 14
1978, the first year CWCI measured
rehabilitation costs.

During that same period, the av-
erage cost of specific return-to-
work programs rose 251%, accord-
ing to the study.

- Some 45% of claims with reha-
bilitation involvement result in de-
velopment of a return-to-work
plan, which according to the CWCI
is a "substantial improvement”
from the 19% in 1978.

- Delays, either in initiating or
completing vocational rehabilita-
tion services, cost an average of $76
to $716 for each month of delay.

Florida's Bureau of Rehabilita-
tion, part of the state's Division of
Workers' Compensation, released
its analysis of vocational rehabilita-
tion costs in July 1985.

As part of the 1979 reforms to its
workers compensation system,
Florida now requires that workers

With Mutual Benefit Life's LTD,

rehabilitation is the bottom line.

Encouraging disabled workers every step of the way is part of our rehabilitation
commitment. But that's not the only thing that makes our LTD so appealing.
Employers of all types are also responding enthusiastically to our Dual Definition

L. Dean Kriens, CLU Richard E. Amoldy
Regional Director Agent

San Francisco Group Sales New York Life
Mutual Benefit Life

of Disability (occupation or earnings test); our acceptance of any Rehabilitative
Employment any time with any employer; and a contractual provision that permits
working from day one during the qualifying period.

We've got all kinds of innovative ways to make our LID work for employers and

Their know-how paved the way from disability to
productivity for David Purvis and his new employer X .
Life Group Sales professional today.

employees-and meet their needs precisely. For details, contact a Mutual Benefit

Mutual Benefit Life

People and Performance

compensation insurers and self-in-
surers pay for the cost of vocational
rehabilitation, including reasonable
board, lodging and travel, for a pe-
riod of 26 weeks, with one 26-week
extension.

If vocational rehabilitation ser-
vices are not voluntarily offered or
accepted, the Division of Workers'
Compensation may order such ser-
vices. Refusal to accept rehabilita-
tion results in a 50% reduction in
compensation for each week of re-
fusal.

The Florida report is based on
3,688 individualized written voca-
tional rehabilitation plans filed the
bureau from July 1984 through
June 1985.

Among the report's findings:

« The average cost of each case
was $2,419.

« Of the closed cases, 14% of the
injured workers returned to the
same job with the same employer;
17% to a different job with the same
employer; 6% to the same job with a
different employer; 59% to a differ-
ent job with a different employer;
and 4% became self-employed.

= Of the individualized written
rehabilitation plans, some 46% were
for workers with back injuries, 15%
had knee injuries, 5% had ankle in-
juries, 4% had leg injuries, 3% had
shoulder injuries, 3% had foot in-
juries, and 2% or less had various
other injuries.

The average age of the injured
worker in the Florida study was 41
years old. Sixty-nine percent of
those surveyed were men.

Several other studies across the
country are under way, with some
of those results expected as early as
this spring (see story, page 18). .

Success rate

varies widely

The success rate of voca-
tional rehabilitation pro-
grams varies, according to
statistics from several pro-
viders of the service:

- About 95% of workers
injured on the job return to
work within eight weeks
after receiving vocational re-
habilitation through Liberty
Mutual Insurance Co., ac-
cording to Paul Leclair, as-
sistant manager of rehabili-
tation for the Boston-based
insurer.

- Minnesota's Depart-
ment of Labor & Industry re-
ported improvement in the
performance of rehabilita-
tion programs in that state,
according to a study com-
pleted a year ago.

Between 85% and 90% of
injured workers in Minne-
sota returned to a "suitable
job"-one that meets eco-
nomic and permanancey
tests-compared with 65% to
75% before 1982, said Steve
Keefe, commissioner of the
Minnesota Department of
Labor & Industry.

- About 60% of the in-
jured employees who receive
vocational rehabilitation ser-
vices from ConServCo, a
Tampa, Fla.-based affiliate of
Travelers Corp., return to
the workplace.

But in some states, that fig-
ure is higher, depending on
the state law and the incen-
tives, said Laurey M.
Stryker, the company's vp-
planning and development.

- Intracorp, the rehabili-
tation subsidiary of CIGNA
Corp., which contends it is
the oldest and largest voca-
tional rehabilitation pro-
vider, generates a return-to-
work ratio of 35% to 40%, ac-
cording to Daniel Davis, se-
nior vp and director of mar-
keting with the Wayne, Pa.-
based company.



UOS®

e ue 943 Odd
eEN

S1Ieo 1ue

onuopp 90



- - . ‘ 2-51r

BN

@

Announcing a CaliforniaPPO
thatt outrunning the competition.

The Mass Mutual Challenge. Rignt from the start, consistent employee usage.

Mass Mutual's Preferred PlusM has been putting HMOs and other PPOs to the test From an employer viewpoint Preferred Plus can offer significant savings. While
And winning. Because Preferred Plus combines the key savings advantages of an HMOs often retain dajm savings, Preferred Plus returns claim savings from

HMO with the exibility of a traditional health plan. physidan/hospital discounts and utilization controls directly back to the employer

Unlike an HMO, Preferred Plus works in conjunction with a traditional plan to with a self-funded plan, or through lower rates in our insured programs. As use of
give employees exceptional flexibility They can choose a doctor or hospital from the Preferred Plus increases, even greater savings accrue.
extensive panel-approved Preferred Plus list, or choose any other provider of medical Allinall, both employees and employers benefit Preferred Plus controls run-

services covered by the company's standard insurance plan. away costs without sacrificing the quality or fiedbity of medical care.

Because of its built-in savings and incentives, employees are encouraged to use Take the challenge. Ask your agent,
Preferred Plus doctors and hospitals. They love the simplicity They merely present broker or consultantto call us at MassMutual
their Preferred Plus card and the rest is automatic There are no deductibles to Los Angeles 213-933-9514, GROUP LIFE AND HEALTH
pay-just a $5 visit charge. No forms to fill out They are assured of high-quality San Francisco 415-7778383,

. 2 . ) The Challenger
medical care. And, additional benefits, such as Well-Baby Care, build Orange County 714-851-9719. , massachusetts Mutuai Life Insurance Co.. Springfield. MA 01111



Vocational rehab experts
endorse wholistic approach

By CAROL CAIN rehabilitation for Industrial Indemnity Co in San
. . Francisco, a Crum & Forster subsidiar )
The key to returning more injured employees to But work hardening and other meti/\od.s of inte-
the w%kp ace in a shorter period of time Is to offer g_ratln,g vocational rehabilitation with medical reha-
vocational rehabilitation to'employees as soon as bilitation are becoming the focus of state efforts to
possible after an injury occurs, expefts advise reform their workers compensation systems
Too often, rehabilitation efforts in workers com- A recent example is Minnesota, where injured
pensation cases have been focused only on medical workers historically have remained away from
. o work longer than employees in some neighboring
And, the vocational rehabilitation plan should be states In"1983, the Minnesota Legislature made
designed with the needs and abilities of the individ- major changes in its workers compensation system,
ual ihjured employee in mind-something the ex- including how benefits are paid
perts call a wholistic approach ] The new law, all provisjons of which were in ef-
_To accomplish these objectives, vocational reha- feet by Jan 1, 1984, provides temporary total dis-
bilitation providers are taklnq advantage of ad- ability benefits to injured workers for'a certain
vances in computer and medical'technology length of time Addjtional compensation depends
"Where vocational rehabilitation is most suc- upon wﬁether the employee has attracted a "suitable
cessful is where it is closely integrated with medical Job offer," said Jeffrey B Oberman, a St Paul
rehabilitation," said Richard LaFon, executive Minn -based attorney
dlrec.:tor of .the Natlclmal Assn of Rehabilitation Pro- MTemporary total disability payments cease 90
fessionals in the Private Sector The 9-year-old edu- days after the émployee reaches maximum medical
cational association based in Twin Peaks, Calif, rep- improvement or 90 days after the completion of an
resents an estimated 10,000 vocational rehabilitation approved course of rétraining, whichever is later,"
professionals in North America and Australia Mr Oberman said
Many Iar%e vocational rehabilitation Prowders Once temporary total disability payments cease,
have used the wholistic approach since the early the Minnesota system pays eithér "economic recov-
1970%,but others are only beginning to follow that ery benefits" or "impairment compensation” to the
lead today, Mr LaFon said oo employee, the amounts of which will vary depend-
"The state of the art IS to look at the individual as |r_lg[ upon the employee's extent of permanent dis-
uniquely as possible and to consider that person's ability and vocational rehabilitation efforts, he said
intefest’and aptitu(les and abilities, goals dnd psy-  Thus, vocational rehabilitation is stressed in the
chological needs within the context of his or her Minnesota system
family," added Grace Gianforte, acertified rehabili- "We're defining 'rehabilitation’ a little
tation"counselor and owner of Associates in Rehabil- broader It's hard to separate out the vocational
itation & Management in Chicago rehabilitation part" from_a worker's medical reha-

As part of this wholistic approach, vocational re- billtation, notes Mary Jo Glumack, director of reha-

habilitation grov_iders are refocusing on the time- bilitation and medical services with Minnesota's De-
honored technique of partment of Labor and
work hardening, in Industry

which an injured em- 'Where vocational rehabilitation is The Minnesota system

ployee is gradually re- is centered on getting
turned to the workplace people back to work,

o Imerease s orher closely integrated with medical which means thinking

tolerance to work R
about vocational reha-

"An around the coun-  rehabilitation,' says Richard LaFon . .0 - " 5 O

most successful is where it is

try there is more re- of the National Assn. of ginning, she said

hance on the concept of - . . . ' ) ;

work hardeningp,t.s Rehabilitation Professionals in the VWhile vocational re-

been around about 30 Pri te S t habilitation providers

years, but there is more rnvate sector. emphasize the whohstic

empl'ymasis on it now " approach is the best way
’ - to return an injured em-

Mr LaFon said
oyee to the Workplace,

. pl ¢
"Once a person is out of work for several months, they also note that technological advances are aiding
the physical strength IS weakened," he explained thmr efforts
In some cases, work hardening means that an in- For instance, Ms Gianforte and other vocational
Jured employee is returned to only light-duty work rehabilitation s‘j)ecialists are using computers to help
fora gerlod of tn‘ge until he or she becomes strong them identify Jobs and placement services available
enough to return full time to a previous job to injured workers
An example of such a technique involved an elec- Publications and other information about Jobs
tronics technician who sustained a fracture of his compiled by the U S Department of Labor can be
rl%ht elbow, explained Don Featherstone, rehabili- stored in a computer Once in the computer, injured
tation coordinator with Intracorp in Anaheim, Calif workers can be more eaS|I¥ furnished with informa-
Intracow is the Wayne, Pa -based vocational reha- tion about the labor market, Ms Gianforte said
bilitation subsidiary of CIGNA Corp The Dictionary of Occupational Titles, also avail-
The employee was able to return to work at the able for computer use, can be interfaced with infor-
same company, but he was unable to do the same mation from state employment agencies to identify
type of job he had before the @ury and instead was available Jobs that can beé filled by injured workers
dssigned to do paper work, Mr Featherstone said "1 think clients have access to more resources than
However, the worker missed his old Job He only ever before and we put them in touch with those
had the equivalent of a high school diploma and had resources," Ms Gianforte said
bg?nnegnaklng a good salary, Mr Featherstone ex- Larger rehabilitation providers, like Intracorp
P . L. and Atlanta-based Crawford & Co, have developed
Intracorp consulted with the wyured worker's their own Job identification and placement com-
physician, who said the employee could return to his puter programs
former job if he could use power tools that would "We've developed our own localized Job bank,"
reduce the amount of torque the Job placed on his notes Patrick Norton, assistant vp of Crawford's
health and rehabilitation division
Although such tools were not commercially avail- Crawford will place a major emphasis on employ-
able, the employer's machine shop was ablée to pro- ment and vocational counseling during the next
duce custom-made tools for the Injured worker, Mr year, Mr Norton said, adding that computers will
. . play a major role Information obtained about an in-
Once the tools were in hand, the injured worker Jured worker by a vocational counselor will be
,srPent the next six weeks working four hours a day matched via computer with available jobs, he ex-
in the assembly Job and four hours a day doing plained
paper work During the next two weeks, he in- A similar computer-based Job skills analysis CL))ro-
creased the amount of time assembling to six hours a gram also is being used by Intracorp The VOCOMP
day, Finally, he returned to his old Job full time, Mr program generates a list of potential employment
. . sltuations to match the injured worker's skills, said
In another example of work hardenlng, an in- Daniel Davis, the company’s senior vp and director
Jured employee builds up stamina and strength in a of marketing
simulated situation created by an occupational Automation therefore enhances the iob-matchin
therapist Again, the amount of time spent in this services vocational rehabilitation speciallists have aE
simulated situafion is increased gradually until the ways used, Mr Davis said
injured employee is back t(_) full speed _Medical advances also have enhanced the voca-
Although work hardening appears to be an easy- tional rehabilitation [orocess, said Ralph Matkin,
to-implement concept, some workers compensation president of Vocational Management Systems, a re-
excperts aren't sure that work hardening is the cor- habilitation consulting firm in’ Murphysboro, I
rect solution'm every case . With the development of prostheses and various
"Our concern is that the injured worker's attorney surgical procedures, injured workers are now not
will use work hardemné} (exercises) to say his client only made medically whole, but often are able to
should be declared 100% disabled if work hardening return fo their same Jobs after a serious accident, Mr
is not successful," said Joan Shute, assistant vp of Matkin said
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If there's a spill at your dump site,
others are likely to assume your com-
pany's at fault. That's why, before the
summons arrives, you should make one
phone call:

Countrywide Services, 314/878-3306.

Our professional investigators have
at least 10 years' experience each. They'll
be swiftly assigned to find facts vital to
your defense.

For example: Is the EPA RI/FS
adequate? Who else was using the dump
site? Is apportionment possible?

Perhaps your company is not respon-
sible after all. Or perhaps responsibility
should be divided among several com-
panies. In either event, our investigation
would prove very worth your while.

We provide complete claims manage-
,ment services to major self-insured
manufacturers throughout the world.
Please keep our phone
number handy.

Let others assume
what they will. We'll arm
you with the facts. H

Countrywi(le
Services

Corporation

Specializing in product
liability claims management.
11933 Westhne Drive, St. Louis, MO 63141, 314/878-3306
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Studies examine vocational rehab costs

By CAROL CAIN

Several studies are under way to
determine the cost and effective-

ness of vocational rehabilitation

programs within the workers com-
pensation system.

"With so much emphasis on the
rehabilitation of occupationally
disabled employees, the primary
and most controversial issue con-

cerns costs," noted a report of the
Rehabilitation Committee of the

International Assn. of Industrial
Accident Boards & Commissions,
presented during the group's an-
nual meeting last August in Sun
Valley, Idaho (Bl, Sept. 9,1985).
The IAIABC is one of the groups
that recently have embarked on a
study of vocational rehabilitation.

Questions concerning vocational
rehabilitation effectiveness are dif-

ficult to answer because there is lit-
tle data on which to base conclu-
sions, said Eleanor Ross, a member
of the IAIABC's Rehabilitation
Committee as well as state liaison

adviser in the Office of Workers

Compensation Programs of the

U.S. Department of Labor in At-
lanta, Ga.

The IAIABC's study, under the
control of its rehabilitation and sta-
tistics committees, is expected to in-
fluence new regulations governing
vocational rehabilitation and pro-
cedures used, Ms. Ross said.

The two-year study hopes to ad-
dress such questions as: Is voca-
tional rehabilitation worth the ex-
pense involved? Are people return-
ing to the job market who would
not have if rehabilitation services
had not been provided? Can the re-
habilitation of occupationally disa-
bled employees be justified eco-
nomically or otherwise in the
workers compensation system?

The study will be prospective, in-
cluding all workers compensation
cases referred for vocational reha-
bilitation during the six-month pe-
riod of Jan. 1 to June 10, 1986.
These cases will be tracked until
they are closed or for up to two
years by jurisdictions participating
in the study.

The IAIABC has prescribed the
format for collecting the data and

how it should be analyzed tc project
costs and the effectiveness of the
rehabilitation measures, Ms. Ross
said.

All United States jurisdictions
and Canadian provinces have been
asked to participate in the study. So
far only 11 have agreed to. saying
they will collect the data for the
study: Arizona, Georgia, Hawaii,
Minnesota, Nevada, Ohio, Oregon,
Wisconsin, West Virginia and the
Canadian provinces of Newfound-
land and Ontario.

In addition to providing data, the
IAIABC study will encourage juris-
dictions to study their own rehabil-
itation programs, said Mat Doran-
gricchia, chairman of the IAIABC
Rehabilitation Committee and as-
sistant general manager of Ne-
vada's State Industrial Insurance
System, a monopolistic state fur.d.

Three other studies are trying to
answer the same or similar ques-
tions:

- Minnesota's Department of
Labor & Industry is in the middle
of a study involving 6,000 to 8,000
closed workers compensation cases.

FOR GROUP

VISION CARE...-

AMERICAN MOTORS
1S RIDING ON US!

When a company like American Motors looks at
employee benefits ... they look hard! They need cost
control! They need effective and easy administration! And
they need benefits that are attractive to their employees:

So, when American Motors decided to include vision
care as part of their employee benefit program... they

chose us:

We're Vision Service Plan... the nation's oldest and

largest provider of group vision care! Our plans provide
free choice of doctor, periodic vision exams, and lenses and
frames when prescribed. Out-of-pocket expenses are con-
trolled, administration is easy... and the cost is very

affordable!

Take a closer look at Vision Service Plan! For more

information and the location of the office nearest you... call
our toll-free number today!

r----vl VISION SERVICE PLAN

c National Association

- ®\3 St. Louis, Missouri 63017

1795 Clarkson Road, Suite 350

1-800-325-8499

"We want to see what works,"
said Steve Keefe, commissioner of
the department.

The Minnesota study, which is
expected to be completed by spring,
"will analyze and test some of the
conventional wisdom of our reha-
bilitation experts, such as that vo-
cational rehabilitation works better
if there is early intervention,” Mr.
Keefe said.

» The Workers Compensation
Research Institute in Boston also
expects to release this spring the
results of its study of 3,700 workers
compensation cases in New York,
which involved vocational rehabil-

itation.

This study expects to address
such factors as the merits of early
intervention, the differences in ser-
vices among vocational rehabilita-
tion providers, the number of em-
ployees who return to work and
what amount of prior earnings they
secure, said John Garnder, a senior
economist with the WCRI.

« Two private research and con-
sulting firms recently began a two-
year study to analyze rehabilitation
programs provided by for-profit or-
ganizations.

The intent of this effort is to
identify management strategies
that are most likely to be sue-
cessful, keying on typical situations
that pose the greatest challenges to
rehabilitation practitioners; the
most effective strategies for staff-
ing, coordination of services and
marketing; and procedures and
practices that offer the greatest

promise of producing optimum re-
sults for the dollars expended.

The study will analyze rehabili-
tation and return-to-work pro-
grams for individuals injured in ac-
cidents unrelated to work as well as
workers compensation cases. But,
because about 80% of rehabilitation
expenditures involve workers com-
pensation claims, the researchers
expect to focus their study on reha-
bilitation in workers compensation
cases, said Mary Vencill, project
director with BPA (Berkeley Plan-
ning Associates), a private, research
and consulting firm in Berkeley,
Calif.

BPA, along with Harold Russell
Associates Inc. in Winchester,
Mass., was contracted by the Reha-
bilitation Services Administration
of the U.S. Department of Educa-
tion to do the study.

In addition to these four studies,
a study has been proposed of por-
tions of Colorado's workers com-
pensation system, including the ef-
fectiveness of rehabilitation ef-
forts, said Ronald Jaynes, a Den-
ver attorney who drafted the
state's mandatory vocational reha-
bilitation law in 1975. Funding of
the proposed study is still being

discussed.

The Colorado law "isn't a total

failure," according to Mr. Jaynes,
but it isn't working economically
because there are too many cases.
A study of closed cases could track
such statistics as whether injured
workers have returned to work

and at what earning capacity. .
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Employer meddling can hasten mending

By CAROL CAIN

Vocational rehabilitation should

be a primary concern to employers,
but for most it is not, according to
professionals in the field.

"Most employers, unless they're
self-insured, don't really sit down
and study it," said Daniel Davis, se-
nior vp and director of marketing
for Intracorp, the Wayne, Pa.-
based rehabilitation subsidiary of
CIGNA Corp.

"In most cases, employers are not
the primary customer-insurers
are-though employers pay the
freight in premiums," Mr. Davis
said.

"Vocational rehabilitation is just
not a hot item. There's very little
direct employer involvement un-
less the employer is self-insured,”
said Roberta Mendonca Cook,
counsel for insurance and em-
ployee benefits for the California
Chamber of Commerce in Sacra-
mento.

However, in some states like Cal-
ifornia, employers' consciousness is
rising as vocational rehabilitation
becomes an integral part of work-
ers compensation reform activity
(see story, page 20).

Workers compensation experts
also are predicting that as workers
compensation costs continue to
escalate, more attention will be fo-
cused on remedies like vocational

rehabilitation.

Employers should be an active
partner in vocational rehabilitation
plans to ensure that workers com-
pensation costs are controlled, Mr.
Davis said.

"It is very wise and prudent for
an employer to stay close to injured
workers, whether the employer
likes the worker or not," advised
Mat Dorangricchia, assistant gen-
eral manager of the Nevada State
Industrial Insurance System, the
state's exclusive workers compen-
sation fund.

Mr. Dorangricchia also chairs the
Rehabilitation Committee of the
International Assn. of Industrial
Accident Boards & Commissions,
which is conducting an intensive
study of vocational rehabilitation
(see story, page 18).

"Often an injured worker gets
entrenched in the workers com-
pensation channel and becomes
distant to the employer,” Mr.
Dorangricchia said. He advises em-
ployers to call the worker periodi-
cally and say: "You have a job
when you come back; don't get
used to staying at home."

This type of employer interest
does a lot to motivate an employee
to return to work, Mr. Dorangric-
chia added.

But, often, employers take the si-
lent approach, observers note.

For instance an attorney for an
Ohio business group said that while
more employers would like to see
injured workers take advantage of
vocational rehabilitation, "it's up to
the employee to get it."

Such employer attitudes must
change if the workers compensa-
tion system is going to work more
efficiently, said Joan Shute, assis-
tant vp of rehabilitation for Indus-
trial Indemnity Co. in San Fran-
cisco, a Crum & Forster subsidiary.
Employers must want injured em-
ployees to return to work, Ms.
Shute said.

Often, however, bad feelings
exist between the employer and an
employee, "and the employer
doesn't want to take him back,"”
said Don Featherstone, rehabilita-
tion coordinator in Intracorp's An-
aheim, Callif., office.

Those bad feelings sometimes
stem from attorney involvement in
a workers compensation case, he
said.

To prevent such a situation, vo-
cational rehabilitation profes-

'Vocational rehabilitation is just not a hot item.
There's very little direct employer involvement

unless the employer is self-insured,' says
Roberta Mendonca Cook of the California

Chamber of Commerce.

sionals urge employers to keep in
close contact with an injured
worker from the first day of the in-
jury.

"A rejection from the employer
-even a perceived rejection-
often will manifest in measurable
physical symptoms,"” Mr. Doran-
gricchia said. He advises employers
to make those periodic phone calls
and keep in touch with the injured

LESS MUTI

worker.

Once an injured worker becomes
a cog in the workers compensation
system, it is very easy "to become
seduced by the benefits,"” Mr.
Dorangricchia said. "Some benefits
are very high, and an injured
worker often can adapt to them,"
he said.

Periodic contact "will keep the
worker from drifting. It's not

'bleeding heart' stuff; it's good busi-
ness," he said.

Employers also should be willing
to provide light-duty work or make
alterations in the pre-injury job in
order to get the injured employee
back to work, according to Mr.
Dorangritchia and several other
observers.

One Nevada employer even pro-
vided a couch with a nearby phone
so an injured worker was able to lie
down while working, Mr. Doran-
gricchia said, though he admitted
this type of arrangement could be
abused.

While it's important to keep in
touch with injured employees, an
employer also should stay in close
contact with its worker compensa-
tion insurer, experts say.

"I know the employer pays a pre-

YOU NEIDA
COST CONTAINMENT PROGRAM
THAT WIM GIVE YOU

mium for services, but it's the cus-
tomer that is demanding that gets
the best service," Mr. Dorangric-
chia said.

Experts also advise employers
that self-insure their workers com-
pensation exposures to have a reha-
bilitation specialist on staff.

"How can an employer evaluate
a vocational rehabilitation plan
without a rehabilitation specialist
on staff?" asked Eleanor Ross, state
liaison adviser in the U.S. Depart-
ment of Labor's Office of Workers'
Compensation Programs in At-

lanta.

Ms. Ross said that to attract a
qualified specialist, an employer
needs to offer an attractive salary,
give authority to that person to

make decisions and then offer sup-
[ — —— S U, —
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States may alter vocational rehab rules

By JULIE TRUCK rehabilitation prcvialons are not other business groups drafted the drafting an amendment to the state the association's board for inclusion

and CAROL CAIN workable because an emplone is proposed legislation workers compensation law that in its 1986 legislative package, said
not given an incenti.e to uncergo "There's tust a horrible outpour- will set guidelines for vocational Stuart H Gold, who chairs the

Several states are examining vocational rehabil tation, said Ro- ing of benefits going -0 an injured rehabilitation programs ISBA's workers compensation unit
ways to fine tune vocational reha- berta Mendonca Cook, coursel for worker," she said A hearing on the proposal is "We felt that the lllinois law, as

bilitation provisions in their work- insurance and employee benefits In lllincis, a group spearheaded slated for March 21 at the bar asso- worded now, IS somewhat vague,
ers compensation laws to improve for the Californ.a Chamber of by the worfers compensation unit clation's headquarters in Chicago, Mr Gold said, explaining that the
the services provided to injured Commerce The Chamber and of the lllinois State Bar Assn is after which it will be submitted to Cont:nued on nert page

workers and to reduce costs
Legislatures in at least four states
-California, Colorado, Kansas and
lllinois-are expected to consider
proposals to modify existing voca-

tional rehabilitation statutes

And, in the last year, several
states have modified the vocational
rehabilitation provisions of their
workers compensation laws, in-
cluding Washington state, which
repealed its mandatory rehabilita-

tion requirements

Forty-four states now address
some aspect of vocational rehabili-
tation in their workers compensa-

tion statutes And, about 15 states
and the District of Columbia have

adopted some form of mandatory

vocational rehabilitation '
Some of these mandatory laws
are vague, workers compensation

observers say For instance, some
laws only require that employers
provide vocational rehabilitation,
without specifying what kind of
services should be provided and B—
what type of injured workers
should be provided with rehabilita-
tion benefits - =
In addition to clarifying require- . . ) rt
ments. legislatures are looking at es
ways to cut the cost and improve -
the effectiveness of vocational re-
habilitation programs e /17 O4A fl-r .
"l don't see a movement away
from mandating vocational rehabdi- | ~fs 1
tation,"” said Jill Martin, president of d2 . **ify
Comprehensive Rehabilitation Ser-
vice Inc, a Portland, Ore -based pri- R=
vate rehabilitation provider a/:
"Rather, | think we're seeing
changes in all vocational rehabili-
tation systems to fine tune them 11 .
and make them work better, Ms >, .|tt > 7 A< far#t.4: + F4-: , Ada
Martin said "

e grs  <ABAIA'SIAVE 462 TR

pected to "fine tune" its system this

o 1000, a workers compenen. o ) 41,4-Neft -1k *4%4*4 1 *f>A?*33 yt 2°uq |- 41

. ) L 444> |

tion reform bill now pending in the

California Legislature, will "at- /1*ZM'-3,<' B e
tempt to integrate vocational reha-

bilitation benefits within the rest of

the workers compensation system,” 8.re:A
explains Alan Tebb, general man- . F5'Kjit™* O
ager of the California Workers c 425*94-f
Compensation Institute in San ) \V4 P
Francisco, a research and statistical * Cu1* 7 4,2 T.tlrllVB:Ar '2/5{5\,
01 ganization funded by the insur- o t,r ‘F'A-"1'4*4

ance industry
The California measure, which 014
was introduced last fall. was ex-

pected to be considered when the
Legislature reconvenes this month 35 -*4

(Bl, Sept 23,1985, Oct 14,1985, and ﬁ(r*hfr_)“%
Nov 18,1985) | T4 1o
California in 1975 became the U'-’I-"I'- 1'4_

-46% .W=R, Vr,
first state to require mandatory vo- .
cational rehabilitation, Mr Tebb “LEd6.--4

L1

said, though the cut rent law does to. LLE ' H#U¥
not specify what types of injured f-B,MF
workers should receive rehabilita-
tion benefits a4/4
A B 1000 would add detailed
provisions that would clarify when
an employer would have to provide
vocational rehabilitation services to
an injured worker
The legislation also would penal-
ize a worker who refuses to conn-
plete an approved vocational reha-
bilitation plan or cooperate in the
development of such a plan Such a
worker would lose his or her tem-
porary total disability benefits as
well as additional benefits paid to
reimburse the worker for ancillary
rehabilitation costs, like transporta-
tion to a rehabilitation center
In addition, the bill also establishes ol L
a rehabilitation bureau within the
Division of Workers Compensation
to develop, review and approve voca-
tional rehabilitation programs
California's current vocational
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ContiN ued from prerious page
law now says insurers are to pro-
vide rehabilitation benefits but
does not address the qualifications
of rehabilitation providers.
Another attorney on the council
pc,inted out that lllinois Industrial
C (inimissiot i rules say an employer
shall provide rehabilitation "But
historically that was thought to be

physical rehabilitation. part of
the medical benefits Vocation al-

wavi was shunted off to the side.”

ON THE SCENE,

said J Gregory Householter, an at-
torney in Kankakee, lII.

A vocational rehabilitation plan,
according to the Industrial Com-
mission rules, should be submitted
by the employer or insurer within
120 days of injury. "But this is ig-
nored by both sides," he said.

Under a draft outline of the pro-
posed amendment-

* When an employee has suf-
fered a work-related injury that
apparently will preclude him or

her from engaging in suitable em-
ployment, the employee shall be
entitled to a full evaluation for par-
ticipation in a vocational rehabili-
tation plan.

Suitable employment is defined
as employment, when possible, in
an occupation of a similar or higher
economic level. taking into consid-
eration the employee's age. educa-
tion, work history, physical limita-
tions, desires and motivations.

- The vocational rehabilitation

plan should be formulated by a
physician or a qualified specialist as
determined by the lllinois Indus-
trial Commission.

- The employer or employee
has the right to select a physician or
qualified vocational rehabilitation
specialist to perform rehabilitation
screening. The employee has the
right to select a physician or quali-
fied vocational rehabilitation spe-
cialist to carry out the rehabilita-
tion plan, provided the plan is

YOU BEHIND THE SCENE.

UAC handles over 200,000 workers'
compensation claims each year. We know
one false step and the results can be pain-
ful. Medical costs. Expensive legal battles.
Disability payments. A whole mess.

That's why we back upouradjuster on
the scene with a knowledgeable team be-
hind the scene. Managers, supervisors,
specialists all work together to see that
you're protected at every step.

The supervisor assignsthe claim to the
best-qualified adjuster. Throughout the
handling process, the supervisor monitors

‘44- i

the actions of the adjuster.

Reviewing.
Advising.
Helping.

Other team members, from claims
processor to rehabilitation coordinator, con-
tribute their specialized knowledge.

It's ateam effort from beginning to end.

All this teamwork has just one objec-
tive: To bring you efficient claims service
that will lower your claims costs. Does this

team approach work?

Ask any one of the more than 1 400
companies and self-insurers who rely on

UAC service.

UAC has over 60 years of claims han-

dling experience and is staffed with more
than 3,800 adjusters, supervisors and sup-
port personnel operating out of more than

300 offices across the country.
For more information, or our free

brochure, contact: Marketing Vice Presi-
dent, Underwriters Adjusting Company,
2 Corporate Place South, Piscataway,
NJ 08854. Or call (201) 981-8200.

L 1CC

THE TEAM WORKS.

reasonable and necessary.

- An employee's temporary
total disability benefits will be su-
spended if he or she fails to partici-
pate in a reasonable and necessary
vocational rehabilitation plan.

In Kansas, a bill before the House
Labor and Industry Committee,
S.B. 365, would reduce workers
compensation benefits for injured
workers who do not participate in
vocational rehabilitation programs.

The law would also authorize the
appointment of a state rehabilita-
tion administrator to direct and ap-
prove vocational rehabilitation
programs for workers whose in-
juries prevent them from returning
to a job comparable to their pre-in-
jury occupation.

The administrator would have
the authority to refer an injured
worker to a rehabilitation facility
for evaluation and approve or re-
ject rehabilitation proposals.

In addition, the bill sets up a
Workers' Compensation Rehabili-
tation Fund that will be managed
by the state Treasury. Vocational
rehabilitation testing and training
expenses would be paid by the
fund, which would be financed
through an annual assessment of
workers compensation insurers and
self-insured employers. said Bud
Langston, rehabilitation adminis-
trator of the Division of Workers’
Compensation.

INn Colorado, at least one bill is
expected to be introduced this ses-
sion to give the Division of Labor
more clout in resolving disputes be-
tween an injured worker and an
employer. insurer or rehabilitation
provider over the worker's rehabil-
itation, said Bob Husson, director of
the Colorado Division of Labor
Details of the proposal have not yet
been formulated.

The bill also may call for in-
creased gathering of cost data and
performance reports to monitor the
state's rehabilitation providers, Mr
Husson said. "l suspect that there
will be more discussion about voca-
tional rehabilitation prob-
lems. . .and the costs and value of
such services," he said.

The cost of vocational rehabilita
tion services is the major reason
Washington state last May re-
scinded its mandatory vocational
rehabilitation law.

The Washington Legislature was
convinced that the cost of provid-
ing mandated vocational rehabili-
tation services outweighed the ben-

efits. observers in the state said.

"Every indication was that while
vocational rehabilitation services
were expensive, they were not get-
ting the injured worker back to
work any quicker," said a spokes-
man for the Washington Depart-
ment of Labor and Industries.
which administers Washington's
workers compensation system and
the Division of Industrial Insur-
ance, the state's monopolistic work-
ers compensation fund.

Under the new Washington law.
injured workers must first be clas-
sified as unemployable by the De-
partment of Labor and Industries
before employers must provide
them with vocational rehabilita-
tion. Observers note that few work-
ers are placed in this classification.

Previously, injured workers
whose injuries barred them from
returning to their former jobs or
their usual occupation automati-
rally were eligible to receive voca
tional rehabilitation services, the
spokesperson said.

As a result of the mandatory law.
the state fund. which insures about
99% of the state's employers. paid
$27 million to private vocational re-
habilitation consultants in fiscal
1985. up from $3.2 million in 1981.
the year the law took effect, said a
department spokesman.

In addition, the fund spent about
$100 million on all types of voca-
tional rehabilitation costs in 1985.
an amount equal to about one-sixth
of its premium volume. the depart-

Continued on next page
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State action

Continued from previous page
ment spokesman said.

Rapidly increasing costs necessi-
tated drastic action by the Legisla-
ture, said Joe Dear, deputy director
of the Department of Labor and In-
dustries.

"The survival of the Washington

system was our issue. We had a
short amount of time in which to

act.” Mr. Dear said.

But, he added many vocational
rehabilitation providers in the state
"probably felt like they were
steamrolled" by the legislation.

Rehabilitation providers also
argue that the Department of
Labor and Industries, facing a state
fund deficit of about $200 million in
1985, needed to find a political
scapegoat and targeted vocational
rehabilitation.

"Vocational rehabilitation has
been successful all around the
United States,” said Bob Lancaster,
vp of Cascade Rehabilitation Coun-
seling, a rehabilitation firm based
in Vancouver, Wash., who believes
the mandatory law should not have
been changed.

The department currently is sur-
veying the effect of the new law on
the rehabilitation suppliers that re-
main in the state.

In March 1985, the state had 320
rehabilitation firms and 1.500 regis-
tered counselors, Mr. Dear said,
adding that the department expects
that number to "be substantially
down" because of the law.

Some workers compensation ex-
perts predict other states may fol-
low Washington's lead and amend
their mandatory vocational reha-
bilitation statutes.

"The situation in Washington is
definitely prompting other states to
look at the effectiveness of rehabil-
itation,” said Daniel Davis, senior
vp of Intracorp, a Wayne, Pa.-
based subsidiary of CIGNA Corp.
that provides vocational rehabilita-

tion services.

So far, however, other states
have only clarified their vocational
rehabilitation laws.

A new Georgia law that takes ef-
feet July 1 says an injured worker
must receive an assessment of
whether he or she needs vocational
rehabilitation services within 45
days of the injury. Under the cur-
rent law, the assessment does not
have to be provided until 105 days
after an injury.

However, the new law shortens
the number of weeks of rehabilita-
tion that must be provided to an in-
jured worker to 26 weeks from 52
weeks.

"We want the injured worker to
receive benefits to which they are
entitled and at the same time be as
cost-effective as possible," said Don
Anderson, director of rehabilita-
tion for the State Board of Workers
Compensation.

The new Georgia law also re-
quit-es that rehabilitation suppliers,
counselors or nurses be certified by
one of four professional organiza-
tions in an attempt to "upgrade"
the quality of individuals providing
rehabilitation services, he said.

In Maine. a law that became ef-
fective Jan. 1 also spells out the
deadlines by which an injured
worker must be provided with vo-
cational rehabilitation.

According to the law, an em-
ployer or workers compensation
insurer must submit a report to the
state's rehabilitation administrator
within 120 days of a workplace in-
jury resulting in an employee's in-
capacity. The report must state
whether the employee is likely to
return to his or her previous em-
ployment

If the report indicates that the
employee is not likely to return to
work, a rehabilitation evaluation
must be provided within 30 days.

If the evaluation determines that
rehabilitation services are war-
ranted, a vocational rehabilitation

provider of the employee's choice

has 60 days to develop a plan.

Some rehabilitation experts say
the new Maine law-while a step in
the right direction-is so complex
that it will evolve into a costly pro-
gram in which rehabilitation for
injured workers will be lost in
paper work. Some also contend
that a worker has to wait too long
to receive rehabilitation services
under the law.

"l think it's a terrible mistake be-
cause what | think you will see is
referral being made so far down
the line that it will be more costly
in the long run,"” said Albert P.
Cohen, a Baltimore-based govern-
ment relations consultant specializ-
ing in vocational rehabilitation and

An HA10 can cut health (,are costs b¥ as much

workers compensation issues.

"The bottom line is that rehabili-
tation will start looking less good
than it, in fact, should,” he ex-
plained.

In Massachusetts, an overhaul of
the state's workers compensation
system approved by the Legislature
last year includes provisions ad-
dressing vocational rehabilitation
(Bl, Sept. 30, 1985: Dec. 9, 1985).

Under the new law, an Office of
Education and Vocational Rehabil-
itation will be established to review
cases and determine whether an
injured worker is eligible to receive
vocational rehabilitation services,

said Martin Foley, legislative direc-
tor for the state AFL-CIO in Bos-

ton.

The law also will establish a trust
fund that will pay the cost of voca-
tional rehabilitation evaluations if
an insurer refuses to pay. However,
if a subsequent rehabilitation pro-
gram is succesful, the insurer will
be required to pay the fund an
amount equal to 200% of the reha-
bilitation expenses, he said.

The leg.slation was intended to
provide a strong incentive for in-
surers to pick up the cost of voca-
tional rehabilitation, Mr. Foley ex-
plained.

Finally, in Oregon, a strong push
by self-insured employers resulted
in a new law that is intended to cut

rehabilitation costs by phasing out

the Rehabilitation Reserve Fund
managed by the Department of
Workers Compensation.

Beginning this month, the fund
no longer will pay for vocation re-
habilitation costs. Instead, the costs
will be paid directly by insurers
and self-insurers.

Under the old Oregon system, in-
surers and self-insurers were billed
for rehabilitation services by the
providers. The insurers then were
reimbursed by the fund, whose op-
erations were financed through
employer assessments.

The old program was an "in erred-
ibly cumbersome system," said
John Kaplan, Portland's district
manager for Intracorp. .

Compare. each patient has completely free

as 30%. But so can Health(]:are Compare.
Right there, the comparison ends.
HealthCare Compare is a utilization
review company that works with doctors
and patients to help them reduce hospitill
admissions and the length of hospital stays.
Without reduc:ing the qual» ofcare.
An HMO does things differently.

An HMO ties the patient's hands as to where
care can be receiv ed. But with HealthCare

choice of facilities.

An HMO patient may not get a choice
ofdoctors. With HeattliCare Compare,
patients choose their own physicians just as
aths.ays. Nothing-gets in the way of the
traditional relationship.

An HMO means setting up special pay
inent arrangements. Health(:are Compare
is sitynplvi(1(jled on to existing arrangements,

HealthCare Compare is a wholly
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Should you foot the entire bill fust
because an old injury was aggravdted
on the job? =

Should you have to go to 40uft to
find out it was an old injury? 1 E

Like it or not, thafs what yoU'v4

been up against.
I til mow

At CIGNA, we've mtegrated |

Connecticut General's group medital
and INKs workers' compensation 3

protection. So for the first time, bot19
areas can share their medical cla#n

information which may reveal ong@ng

treatment of pre-existing problemsS.
The result: better informed evaluatiohs.

1 =
1-9

And fairer adjustments. - -t

We call it 24 Hour Coverade. 4

In short, 24 Hour Coverage:8
means that the left hand now kno*s

= -
= e JE o

s

wbdlt the rlght hand is doing. It also
pravents duplicate payments when
bath workers' compensation and
group medical claims are submitted.
A tondition that happens far more
ofte,h,than you fnay think.

1Arkl because they're both serviced

asafsingle package, you have more
cdtifrot mare cénvenience, more effi -

ci@nt #tanagement. You could also

ha\* faster processing. fewer errors. As
w@| as:better experience ratings.

] 1 56 if you wdint to ease the burden
ori{*0) compahy's two largest insur-
ance expenditutes, you should write to
CIGNA Corporation, Dept. R3, One
Logic n Square, Philadelphia, 84 19103.
Ait61: all youve been

carri/Ing the balllong CIGNA

endugh.
(L

S<» 54.26.
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Gallagher controls cost
like nobody else

40 ./ 6...2.

Before you get your organization into self-
insurance, you should talk to the people who are old
hands at managing risk Arthur J Gallagher & Co,
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-To handle your property appraisals, we draw
on our data bank for current cost information and

our experience gained from making over 55,000

international brokers of insurance and risk manage- appraisals

ment services We control cost like nobody else

We work with you through Gallagher Bassett,
our unique service organization, which can func-
tion either as an extension of your In-house
insurance department oras your full-service
claims administration organization

We draw on 20 years of experience in offering
totally Integrated risk management services
And we own, control, administer, and are held

accountable for all of its elements

*To provide you with the best insurance values,
we shop the world marketplace

-To meet many of your particular needs, we offer
proprietary products that are unmatched anywhere
*To manage your claims effectively, we control

all avenues of settlement, and aggressively pursue
recoveries, with results that far exceed the
industry average

*To control your losses, we evaluate and develop

programs for safety, accountability, training, and more.

1t*41 5 . d.a#/ii<311. a

ITo provide you with all the management Informa-
tion you need - when you want it, In the form you
want it - there's RISX-FACS®, our state-of-the-art
on-line computerized control system

For everything you want to know about manag-
Ing risk effectively, talk to the people who do it like
nobody else Arthur J Gallagher& Co

Give us a call today

Nobody does it better

ARTHUR J. GALLAGHER & CO.
10 Gould Center, Golf Road

Rolling Meadows, IL 60008
312/640-8500 f
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REHABILITATING WORK COMP

By John H. Lewis the system favors successful return to injury, rather than recovery, may result different ways by a number of states,
work, at least not in the short term Most in inability to return to work, despite the including Minnesota, Wisconsin, Florida
ANYONE WHO HAS BEEN involved benefit systems provide little correlation real possibility that the settlement may and Louisiana. These states, as well as
with workers compensation for between the aggregate size of the not even come close to dealing with the some others, have permanent disability
more than 10 years can remember when permanent disability benefit and income lost through under- or systems that provide varying levels of
vocational rehabilitation played only a post-injury employment status, with or unemployment problems correlation between post-injury
minor role in the day-to-day concerns of without successful rehabilitation Indirect pressures also exist for the employment status and the amount of the
most systems The most prevalent way of awarding claimant's attorney, since the permanent partial disability benefit
Rehabilitation activities were used benefits, the schedule, has virtually no tie involvement of an "unfriendly" However, the effectiveness of these
primarily in two areas The first involved between employment and benefit, since vocational rehabilitation consultant may laws often is hampered by mandatory
catastrophic cases, in which it was clear the controlling factor is loss of use as threaten the lawyer's perceived right to rehabilitation provisions that interfere
that without significant help the injured determined primarily by doctors' control the case and the claimant with the financial incentives
worker would face a life of total evaluations More importantly, for those claimants' The recent law change in
economic reliance upon workers The other commonly used benefit attorneys primarily concerned with the Massachusetts may offer a better
compensation benefits, Social Security mechanism typically involves the amount of their fees, the reward opportunity for evaluating economic
disability benefits and perhaps welfare determination of the injured employee's currently provided by the compensation incentives as a method of controlling the
The rehabilitation efforts were based loss of wage-earning capacity, or loss of system encourages the use of delivery of vocational rehabilitation
primarily upon economic considerations, ability to compete, or some other equally rehabilitation as leverage to increase benefits The Massachusetts law now will
in that they sometimes permitted the mystical legalism Most states, either by settlement value by increasing cost provide rehabilitation primarily on the
insurer or employer involved to avoid statute or case law, make actual exposure, or simply encourages attempts basis of agreement between employer
paying permanent total disability post-injury employment a factor in to force acceptance of the most expansive and employee, with a "safety net"
benefits or facilitated settlement on more determining the extent of loss, or even rehabilitation program possible, since furnished by the state when employers
favorable terms may make earning prima facle evidence that will increase the "value" of the and insurers act contrary to the economic
A more cynical view might have been of the extent of loss benefits obtained when attorney's fees incentives in the benefit structure
that they amounted to little more than However, once again it is possible, if are calculated. Furnishing incentives for lawyers and
public relations activities, attempting to not probable, that actual income may not The results can be disastrous In many providers is harder
provide favorable publicity for a have a significant impact on the award states, vocational rehabilitation has It may be argued that rehabilitation
deficient workers compensation system This also holds true for permanent become little more than another issue to providers that are successful in returning
Perhaps the more common use of total disability cases in some states Even litigate, with rehabilitation more often workers to employment will be rewarded
vocational rehabilitation was to develop in the event of successful rehabilitation than not Just a tool with which to with more clients and more cases But,
evidence in cases involving disputes over that enables the injured worker to return manipulate the settlement process this free-market approach is limited, due
"loss of wage-earning capacity" or to significant, gainful employment, Rehabilitation also has become very to the many rehabilitation programs that
"extent of disability " permanent total disability status may be expensive, despite the lack of significant never are completed and the current
When used in this manner, the found and full benefits paid if, for proof of its value, either to injured emphasis on reasons other than return to
primary goal of rehabilitation had little example, it is determined that the workers or to the system work for using rehabilitation
to do with re-employment The focus was claimant would be unable to compete in In fact, ItS impact often may be If the emphasis is changed and
on obtaining expert testimony that the the labor market if the need ever arose negative, because of the current emphasis adequate records are kept on the
worker either could return to full These circumstances have serious on confrontation To the extent it relationship between evaluation,
employment or was totally without the implications for employers as well as for prolongs the return-to-work process and proposal and result for each provider,
ability to compete m the Job market the delivery of rehabilitation services creates more dissatisfaction with the better choices could be made
This is not to say there were no cases in An employer or insurer may have little compensation system, it is highly likely A more radical approach may be worth
which moderately injured but or no incentive to provide vocational rehabilitation deters return to work as considering to improve the incentives for
significantly disabled individuals were rehabilitation unless forced to do so. And, often as it results in re-employment lawyers a fee determination that does
returned to full, gainful employment when that occurs, it becomes an added The risk manager or other individual not consider the value of any
There were, but more often they were cost rather than a savings responsible for dealing with workers rehabilitation program unless and Until it
the result of informal efforts outside the Also, if vocational rehabilitation is a compensation is left in a rather shows results This approach also may
mainstream of workers compensation necessary component of the workers unenviable position. apply to rehabilitation providers
Workers compensation and vocational compensation system, then under the It often is difficult to Justify providing It may be impractical, difficult to
rehabilitation have changed dramatically benefit systems Just described, it almost rehabilitation services on a voluntary implement and frustrating But, is it any
since the early 19705 Benefit levels and certainly would have to be mandated, basis. Not only are the potential cost worse than what we haveg
the value of disability ratings have risen and often litigated, rather than left to the savings questionable, but there also may For employees, there are several
significantly. most states have judgment of the employer or its insurer exist a threat of increased litigation and benefit systems that arguably provide
experienced substantial increases in The incentives for cooperation with expense from the mere attempt to incentives to cooperate with
claimants' use of attorneys, and court rehabilitation efforts intended to restore provide rehabilitation. rehabilitation and programs, or at least
decisions have made the system much employment quickly and efficiently are The short-term solutions to this do not offer disincentives
more technical in its operation Just as poor for the other players the problem are few Perhaps the only real In an impairment-based system, which
Vocational rehabilitation not only has claimant, the attorney and even the alternative to expensive and drawn-out provides permanent disability benefits
become an entitlement in more rehabilitation provider vocational rehabilitation programs is without any consideration of
jurisdictions, but also it has taken on In most instances, the more involved heavy emphasis on case control and employment or employability, the
broader responsibilities and grandiose the rehabilitation direct re-employment activities worker would appear to be better off
All of these factors have combined to program, the greater its cost, the longer The more effective solution requires returning to the best employment
make rehabilitation the workers the claimant receives temporary total statutory changes to create an available, since the wages would be in
compensation growth industry of the disability benefits and the higher the atmosphere in which vocational addition to benefits otherwise payable
19805 Has it also resulted in more reserve, settlement value and resulting rehabilitation can operate properly This Systems that place primary emphasis
permanently injured workers being attorney's fees is difficult and time-consuming. And, on the replacement of lost income,
returned to meaningful employment, All of this occurs without any even when changes are made, they may penalize the worker for refusal to
Unfortunately, the answer probably is guarantee of success and with little be impossible to implement properly. cooperate with rehabilitation efforts, and
no, and it may remain so unless changes immediate reward for anyone if the Still, a less-than-perfect deny benefits for income losses that could
are made in the way vocational rehabilitation program does work implementation of a well-designed reasonably have been avoided by the
rehabilitation relates to the rest of the Even without the negative incentives program is better than most of those worker also should serve rehabilitation
workers compensation program built into the compensation system, there currently in effect. well, since the certainty of earned
The major reason for this is that are numerous reasons not to cooperate Ideally, workers compensation should income should overcome the temptations
virtually none of the major incentives in with rehabilitation efforts provide financial mcentives for the offered by the possibility of replacement
The claimant may perceive a threat to employer or the insurer voluntarily to benefits
oo i Lewie te o the Va'.Lfe °.f the case 'Shou'd N furnish re-.emplt.ay_ment opportunities and Unfortunately, systems frequently do
workers compensatzon rehabilitation result in the ability to cost-effectlve.tralnlng and placement not operate as intended Claimants
expert based in Coconut return to work, let alone actual return to Compensation for lawyers and perceive O,: are told that the b.est way to
Grove, Fla Mr Lewis WOrk For many employees, particularly rehabilitation providers should at least be reach the ultimate settlement is to stay
has served as a consul-  those involved in litigation, the entire influenced by the success of the off work as long as possible and present a
tant to several states focus of the claim is upon the short-term rehabilitation program, and the picture of helplessness, even when
that have drafted work- financial reward for injury permanent disability benefits paid should benefits are based upon impairment
ers compensation re. The fact is ignored that the litigation not reward failure or lack of cooperation To some extent this may work,

form measures process itself and its emphasis upon The first goal is being approached in Continued on next page
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ASK A B

Management scrutiny

of benefits won't ease

I have been a benefits
professional for many years, but
it's only recently that | have
become aware of the increased
concern that my company's
management has over the scope
- of our employee benefits
program. | assume that this
concern is because of the annual costs of our
benefits program. My company's profitability has
improved, however, and | would expect the pressure
on benefits personnel to reduce costs to lessen. Do
you agree?

A

No, | disagree. Despite the improved
profitability of many companies
during the last one or two years,
cost pressure will continue to be the
dominant factor affecting the
employee benefits function in 1986
and beyond.

There are three major reasons for
this pressure.

« First, the intense competition, both at home and
abroad, is forcing many companies to re-examine their
financial viability and, in some cases, to reorganize.

The reorganizations-for example, the increased
number of mergers and leveraged buyouts-focus not
only on the annual expense a company incurs on
account of its benefits program, but also on the
long-term liabilities represented by these benefit
programs as they may affect the present or future value
of the business.

In many cases, companies have only begun to

measure these liabilities; in virtually all cases, however,

Text on rehabilitation

"Insurance Rehabilitation: Service
Applications in Disability
Compensation Systems”

By Ralph E. Matkin

Published by PRO-ED Inc., 5341
Industrial Oaks Blvd., Austin,

services.

practical applications of rehabilitation

the liabilities represented by these benefit programs
significantly affect the value of the business.

* Increased governmental legislation continues to
shift the burden of providing pension and health care
benefits from the public to the private sector and to
increase the costs of a company's benefit programs.

In addition, several court decisions have found that
retiree benefit programs represented an implied
contract that cannot be revoked or curtailed.

And, | would not be surprised if Congress were to
mandate cost-of-living increases in the pension benefits
provided by the public sector to retirees or to require
that Medicare be secondary to the company health
insurance program covering retired employees.

The increased liabilities and costs represented by this
cost-shifting by the federal government will continue to
affect your company's benefit programs for years.

- Finally, the need for increased productivity as
measured against very tight profit margins will force
companies continually to reassess the current and
future costs of their benefit programs to ensure they are
getting the maximum value for their dollar.

Given the current diversity of the workforce, the
pressure for increased productivity probably will
require benefit professionals to "target" their most
productive employee groups and to redesign their
programs to be most responsive to the needs of these
groups.

In fact, there may well develop a "two-tier" system of
employee benefit programs over the next 10 years: one
designed for the average employee and another
designed for highly productive or key employees.

We already are seeing the emergence of this trend in
the expansion of non-qualified supplemental retirement
plans for key executives and in the reorganization of
our health care system, including the growth of health
maintenance organizations and preferred provider
organizations-a form of "competitive socialized

medicine”-rather than the traditional fee-for-service

sytern.

books & ideas

On other pages, he stresses that "itis

vocational rehabilitation goals.”

EMEFIT MANAGER

For all of these reasons, you can expect the
dimensions of your employee benefit program to

continue to broaden in the future and to merit the

increased attention of your senior management.

In fact, the complexity, diversity and financial
importance of the employee benefits area is evidence
that this function now has become a key organizational
element affecting a company's current and future
viability as a business.

To be effective in today's and tomorrow's competitive
environment, therefore,-the benefit professional must
operate as a general manager and achieve the skills
necessary to measure and control not only the
traditional employee relations and personnel aspects of
his or her company's benefit program, but also the
financial, legal and tax effects of these programs. .

Would you like advice from an experienced colleague on
a risk management, benefit management or actuarial
problem? Three features in the Perspective section of Busi-
ness Insurance can give you some answers.
Ask A Benefit Manager, Ask A Risk Manager and Ask An
Actuary answer written questions from readers on risk and
benefit management issues and actuar-
ial problems.

This month's column, on employee
benefit issues, is written by Joseph Duua,
director Of employee benefits and com-
pensation at SCM Corp. in New York.
Ralph F. Perry Jr., up and director of

, risk management at Amfac Inc. in San
1* Francisco, answers risk management
questions. And, William J. Miner, an ac-
, tuan/ with The Wyatt Co. in Chicago,
answers actuarial questions.
Mr. Duva's and Mr. Perry's columns
appear alternately on the second Monday of each month.
Mr. Miner's column appears on the first Monday of every

Mr. Duva

other month. Mr. Duva's nert column will appear in
March.

Address Nour questions to ASK, Business Insurance, 740
N. Rush St., Chicago, Ill. 60611. Please give us your name,
title and employer, however, Business Insurance will con-
sider unsigned letters.

is valuable for all

explains.

He accomplishes this goal by
identifying insurance systems and their
regulatory frameworks, by focusing on
rehabilitation services practiced within

Texas 78735

361 pages; softcover, $18 prepaid

By Carol Cain

LTHQUGHWRILTEN.EOR

professionals, Ralph Matkin's textbook is
a handy reference for anyone involved in
workers compensation or the field of
vocational rehabilitation.

The book by Mr. Matkin, who is
president of Vocational Management
Systems, a rehabilitation consulting firm

in Murphysboro, lll., contains a mixture

Throughout the book, Mr. Matkin
makes the point that teamwork is key to
making vocational rehabilitation work
and getting an injured worker back to
work.

For example, in the chapter on
disability case management, he says:
"Effective disability management
involves a team effort consisting of
highly trained professionals in the field
of insurance claims handling, medicine
and vocational rehabilitation. Most
importantly, however, disability
management must involve the disabled
client, as well as other significant persons

concerned with the client's welfare, to

through the use of effective
communication of relevant and
comprehensive vocational information
that the rehabilitation professional and
disabled client can move closer to
attaining job placement.”

Mr. Matkin says his intention with the
book is to supplement, rather than to
replace, existing vocational rehabilitation
philosophies and practices.

"The goal of this text is to provide
information and background about
disability insurance compensation
systems in order for rehabilitation
professionals to become better prepared
to provide their services effectively and

insurance systems, by promoting
increased understanding of vocational
rehabilitation and insurance issues
among both public and private sector
practitioners and by inviting the
rehabilitation community to become
active participants in compensatory
systems affecting disabled citizens.

In addition, the book includes three
glossaries-on insurance terms, legal
terms and occupational
terminology-and 10 appendices,
including a directory of state vocational
rehabilitation offices, which make it a
welcome addition to a workers

compensation manager's or risk

of history, theory, philosophy and

Vocational rehabilitation

Continued from previous page

although the additional benefits probably will fall short
of the actual income loss. Systems that provide high
income replacement seem incapable of making the
decisions needed to let the system operate properly.

As is often the case, moderation may be the key to
designing a program that both supports vocational
rehabilitation and provides an appropriate benefit
package for those with permanent disabilities. Decisions
on rehabilitation must rest primarily on economic
incentives; the "mandated through litigation" approach
simply does not work for either side.

effectively plan and implement

A safety net also must be provided, because there
always will be employers and insurers that will fail to
perform, no matter what the incentives may be.

Finally, the benefit structure should provide a
balance between impairment and income benefits.
Income-sensitive benefits can prompt employers and
insurers to deliver rehabilitation voluntarily, but should
not be so high as to encourage claimants to stay home.

Impairment benefits also can be included, particularly
for significant injuries, recognizing consequences of
injury that cannot easily be quantified and the inability
of systems to deal with income-related losses as

efficientlv within that context,” he

mMmanager's bookshelf. .

satisfactorily as might be desired.

However, it must be recognized that, no matter how
thoughtful and well-intentioned the proposal, its
implementation depends on the proper functioning of
the administration and litigation systems that control
workers compensation on a day-to-day basis.

If the rest of a workers compensation program is not
working, there is little reason to believe simple benefit
changes will fare any better. Without proper control
and support, any rehabilitation program will fail, not
only as a result of its expense, but also because it may

cause real harm to those who need rehabilitation. .



Compilation of informational material

commercial property/

casualty insurance

= A brochure describes insur-
ance services of interest to utility
risk managers offered by Crump
London Underwriters. For a tree
copy, write 101 in the box on the
reader service coupon.

- "New CGL: A Checklist for
the Change," a three-page reprint
available from International Risk
Management Institute Inc., offers
advice to risk managers for making
the transition to the 1986 CGL pro-
gram. For a free copy, write 102 in
the box on the reader service cou-

pon.

« A paper available from Shand,
Morahan & Co. Inc. outlines the

differences between claims-
made professional liability pol-
icy forms and the new CGL

claims-made form. Also included

is a chart illustrating differences
between other CGL claims-made
forms, such as those proposed by
Lloyd's of London and H.S. Weav-
ers (Underwriting) Ltd. For a free
copy, write 103 in the box on the
reader service coupon.

- "How Effective is the Pollu-
tion' Exclusion?," a reprint avail-
able from Claims Reporter, dis-

cusses whether the standard pol-
lution exclusion extends to unin-

tended results of intentional dis-

persal. For a free copy, write 104 in
the box on the reader service cou-

pon.

- A flier available from Victor
O. Schinnerer & Co. Inc. describes
the Schinnerer/Travelers Real Es-
tate Agents Errors and Omis-
sions Insurance Program. For a
free copy of the flier, write 105 in

the box on the reader service cou-

pon.

= "The Schinnerer Project In-
surance Program"” is a booklet de-
scribing the features of the profes-
sional liability program for ar
chitects and engineers offered by
Victor O. Schinnerer & Co. Inc. For
a free copy, write 106 in the box on
the reader service coupon.

- "PIC Newsletter" is a quar-
terly publication containing infor-
mation on insurance topics and on
products available from Profes-
sional Insurance Consultants
Inc. For a free subscription, write

107 in the box on the reader service

coupon.

- A flier describes Industrial
Risk Insurers' package of fire, dif-
ference-in-conditions and boiler
machinery insurance. For a tree
copy, write 108 in the box on the
reader service coupon.

= A four-page brochure avail-
able from International Risk Man-

agement Institute Inc. describes
reference manuals available from
the company. The manuals contain
information on claims-made and
occurrence coverage triggers,
new classifications and rating, and
endorsements for new policies. For
a free copy of the brochure, write

109 in the box on the reader service

coupon.

= American Assn. of Insurance
Services, a rating organization for
the property/casualty insurance in-
dustry, publishes "Viewpoint," a
bimonthly newsletter containing
information about AAIS pro-
grams and services and insurance
issues. For a free subscription,

write 110 in the box on the reader

service coupon.

- A pamphlet describes the
products and services of Zurich-
American Insurance Group. A
list of office locations is included.
For a free copy, write 111 in the
box on the reader service coupon.

- The text of a speech entitled
"Motion Picture Producer and In-

vestor Protection,” which discusses
motion picture completion guar
antees, insurance for producers of
motion pictures and limited part-
nership financial guarantee bonds,
is available from American Na-
tional General Agencies. For a free
copy, write 112 in the box on the
reader service coupon.

- A flier available from Victor
O. Schinnerer & Co. Inc. contains
information on the CNA/Schin-

nerer Architects/Engineers Pro-

fessional Liability Insurance
Program. For a free copy, write 113
in the box on the reader service

coupon.

« A kit containing information
on insurance programs providing
corporations, associations and gov-
ernment entities with reimburse-
ment for legal expenses for law-
suits that allege wrongful dis-
charge, discrimination or sexual
harassment is available from NAS
Insurance Services Inc. For a free
copy, write 114 in the box on the
reader service coupon.

= NAS Insurance Services Inc.
offers a kit containing information
on an insurance program for direc-
ton and officers that covers legal
expenses for lawsuits brought by
Continued on nert page

Guide to special Info sectiont

The annual special Info section is an editorial compilation.oftur-
rent informational materials available on topics of interest to risk,
employee benefit and financial executives. The listings are pub- .
lished free of charge by Business Insurance.

The materials, all free of charge, are organized under these head-
ings: commercial property/casualty insurance, employee benefits,
employee benefit information systems, fidelity & surety, financial
services, international, loss control/people, loss control/property, re-
insurance, risk management, risk management information systems,
self-insurance services and workers compensation.

To receive any of the free brochures, booklets, pamphlets or fliers
described in this special section, write the key numbers of the items’
you want in the boxes on the reader service coupons provided on
pages 32,34 and 36.

Fill out the remainder of the coupon; then mail it to Business
Insurance, P.O. Box 321, Glenview, lll. 60025.

All requests for free Info materials must be received before March
14 in order to be processed.

ACME Enterprises

THE PATIENT WAS A SUCCESS

BUI

HE OPERATION DIED.

The business operation, that is.
But it didn't have to.

The sad fact is, the staggering costs of medical
care and disability benefits can literally put a business

out of business.

At CONSERVCO, we don't think that's fair.

That's why all our efforts are devoted to controlling

these costs through effective medical and disability

management services.

Hospital expensesaccount for 60% of all health care
expenditures Yet, a recent survey disclosed that 90% of
all hospital/provider bills contained errors- errors which

could cost you unnecessary claim dollars.

Our experienced consultants can help you manage
these medical costs and conserve claim dollars by iden-

tifyingand eliminating unrelated, undocumented, and

inaccurate charges. Ourmedical bill auditing andutiliza-

CONSERVCO's medical care coordination, vocational

rehabilitation, and job placement services can assist you

in effective file resolution and control of your claim costs.
Payment ofunnecessary claim dollars can be fatal
Keep your company off the critical list.

| We'llbegladtoshowyouthekindofintensive-and
| extensive-care that CONSERVCO can provide.

1 Contact:

Galhering DJopnson ™™
| Marketing Company
CONSERVCO

10004 N.Dale Mabry HWy. adgrirpss
| Suite 104

Tampa, FL 33618-4412

Call collect:

(813) 969-0701 Phone

tion review services will have a significant impact on your

bottom line.

The cycle of disability is costly. Breakingthe cycle

with our professional disability management services
can help return the disabled to gainful employment.

[Snhservr.O

CONSTITUTION SERVICE COMPANY
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O YOU HAVE WORKERS'
D COMPENSATION PROBLEMS
IN OHIO??

Let the Frank Gates Service Company design, administer, and monitor cost-
control programs that can solve your problems. Frank Gates serves small
employers as well as members of the Fortune 500, within Ohio and throughout
the U.S. Our seasoned professionals and advanced technology are at your

Continued from previous page
government entities. For a free
copy, write 115 in the box on the
reader service coupon.

- A flier available from Victor
0. Schinnerer & Co. Inc. provides
information on the company's
directors and officers liabil-
ity/reimbursement insurance
policy. For a free copy, write 116

in the box on the reader service

coupon.

- The Association Liability In-
surance Program for Non-Profit
Organizations offered by Victor
O. Schinnerer & Co. Inc. is de-

service with just one phone call.

FRANK GATES
SERVICE COMPANY

175 South I'hird Street » Columbus, Ohio 43215 « In Ohio (614) 221-5327 - Toll Free 1 800 848-7732

scribed in a flier. For a free copy,
write 117 in the box on the reader

service coupon.

= A kit containing information
on NAS Insurance Services Inc.'s
legal expense reimbursement in-
surance policy for registered repre-
sentatives such as stockbrokers is

available from the company. For a

WE'RE SO SURE
YOU'LL LIKE OUR NEW
STRUCTURED SETTLEMENT
SOFTWARE
WE'LLTHROWIN

THE HARDWARE FREE.

rssrn Recently Brokers'
Service introduced '’

STRUCTURE ONE.

a new software s 'c
package that lets A r)—.

claims adjusters and . ,
risk managers

develop their

own structured _ f ---
settlements.

Already, the response
has been tremendous.

Unl

In fact, claims special- . -——--
ists don't just like . , ——_-

STRUGTURE ONE,,

It

ove It.

Here are a few rea-' 1
sormns why. _—°

STRUCTURE ONE lets
you print settlement pro-
posals in just ten minutes
with and without premium
costs. And a basic file in just
a minute or two.

It illustrates compounding
annuity growth.

It develops and prints settle-
ment releases and third party as-

R,Knt,Al.Comt}uter

ArmadCummder

signment forms.
Prints proposal
i cover sheets,
cover letters and ad-
dresses envelopes.
And even lets you
keep track of the pro-
gress of your cases.
Naturally, we think

everyone in the busi-
ness should have

_ STRUCTURE ONE.
And if you don't already
- have the hardware to use it,
we'll give it to you free.
Either an IBM PC with a
printer for your office.
Or a COMPAQ portable com-
-puter and printer that you can
even take to a settlement confer-
ence with you.
To find out all about STRUC-
TURE ONE and/or our free com-
puter offer, call Joe O'Reilly at
1-800-343-7772.
He'11 tell you why one of the
best things in the claims busi-
ness, these days, is free.

5/m,alREGAN

FROM BROKERS SERVICE

500 South Main Street, Providence, RI 02903. Other offices ii, Boston, New York City and New Orleans.

free copy, write 118 in the box on
the reader service coupon.

I Insurance coverage for cor-
porations, associations and public
entities that provides legal expense
reimbursement for non-liability
lawsuits is described in a kit avail-
able from NAS Insurance Services
Inc, For a free copy, write 119 in

the box on the reader service cou-

Pon.

- A kit available from Deans &
Homer, Insurance Managing Un-
derwriters provides information on
the company's insurance policies
designed for self-storage facili-
ties. For a free copy, write 120 in

the box on the reader service cou-

pon.

employee benefits

= "A Look at the Costs and Ben-
efits of the Social Security Program
in 1985," a booklet available from
Johnson & Higgins, contains sam-
ple worksheets to help employees
calculate their Social Security
benefits. For a free copy, write 200

in the box on the reader service

coupon.

- A bulletin available from
Johnson & Higgins discusses the
proposed House Ways and Means
Committee Tax Reform Bill. For
a free copy, write 201 in the box on
the reader service coupon.

- "BeneNet Bulletin,” a weekly
newsletter published by Johnson &
Higgins, contains information on
legislation affecting employee
benefit issues. For a free copy,

write 202 in the box on the reader

service coupon.

e A newsletter discussing the
Reagan administration’'s tax
overhaul proposal is available
from Johnson & Higgins. For a free
copy, write 203 in the box on the
reader service coupon.

= A kit available from Koala
Centers describes financing alter-
natives that may reduce the cost
of providing alcohol and drug
abuse treatment to employees. For
a free Kit, write 204 in the box on

the reader service coupon.

- Differences between the Trea-
sury and Congressional tax reform
proposals are discussed in "Wash-
ington Letter," a flier available
from Johnson & Higgins. For a free
copy, write 205 in the box on the

reader service coupon.

= A reprint available from
Kwasha Lipton contains a case
study of a flexible benefit pro-
gram designed by the company.
For a free copy, write 206 in the
box on the reader service coupon.

= The importance of collecting
health care statistics for use in con-
trolling employee health care
costs is the subject of a reprint
available from Kwasha Lipton. For
a free copy, write 207 in the box on
the reader service coupon.

= A report available from Hyatt
Legal Services outlines legal ser-
vice programs that can be imple-
mented with various types of em-
ployee benefit plans. For a free
copy, write 208 in the box on the
reader service coupon.

« "Promises to Keep," a booklet
available from Human Resource
Management Group of Alexander
& Alexander Inc., discusses post-
retirement welfare benefits and
contains a "liability calculator” to
help employers estimate annual
and ultimate costs of these benefits.
For a free copy, write 209 in the
box on the reader service coupon.

- A booklet available from

Continued on next page
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Health Benefits Group contains in-
formation on hospital pre-admis-
sion and utilization review pro-
grams designed to aid in health
care cost containment. Case studies
are included. For a free copy, write

210 in the box on the reader service

coupon.

= A reprint available from
Kwasha Lipton contains informa-
tion on laser printing and its appli-
cations in employee benefit com-
munications programs. For a free
copy, write 211 in the box on the
reader service coupon.

* A packet with information on
dental benefit plans available to
employers with two to 100 employ-
ees is offered by the American
Dental Assn. For a free copy, write

212 in the box on the reader service

coupon.

= A booklet discusses current ef-
forts to revise tax rules
governing employee benefits and
is available from Buck Consultants
Inc. For a free copy, write 213 in

the box on the reader service cou-

Pon.

= "How to Use Cost Contain-
ment Audits to Control Health
Plan Expenses" is the title of a
eight-page booklet available from
Buck Consultants Inc. For a free
copy, write 214 in the box on the
reader service coupon.

= A reprint available from
Kwasha Lipton describes methods
of using the performance of busi-
ness units as a measure for execu-
tives' long-term compensation in-
centives. For a free copy, write 215

in the box on the reader service

coupon.

- "Understanding Dental Bene-

ite #™e

S»HA419 4

Hatboro, PA
215-443-3500

fit Plans,"” a packet available from
the American Dental Assn., con-
tains information on types of den-
tal benefit plans available to
group purchasers. For a free copy,

write 216 in the box on the reader

service coupon.

= A booklet available from Buck
Consultants Inc. discusses finan-
cial planning programs that em-
ployers may offer to company ex-
ecutives For a free copy, write 217
in the box on the reader service

coupon.

= The Cash Balance Pension
Plan, which combines features of
both defined benefit and defined
contribution plans, is discussed in a
newsletter available from Kwasha
Lipton. For a free copy, write 218
in the box on the reader service

coupon.

» The policies developed by the
American Dental Assn. to guide in-
surers, administrators and purchas-
ers in the design and administra-
tion of dental benefit plans are
compiled in a 70-page booklet. For
a free copy, write 219 in the box on
the reader service coupon.

- A Kit available from the
American Dental Assn. provides
employers with step-by-step guide-
lines for the design and administra-
tion of a direct reimbursement
dental benefit plan. For a free KkKit,
write 220 in the box on the reader

service coupon.

» The services provided by Eye
Care Plan of America, a member
ship vision plan designed to com-
plement health insurance and aid
in health care cost containment, are
outlined in a brochure. For a free
copy of the brochure, write 221 in
the box on the reader service cou-

pon.

= A booklet summarizes Massa-
chusetts Mutual Life Insurance
Co:s planning strategy services
for employee benefit managers.
For a free copy, write 222 in the
box on the reader service coupon.

= Massachusetts Mutual Life In-
surance Co. offers a brochure that
describes its approach to cost con-

7th Annual
Petroleum Insurance

Conference

March 23-25, 1986 New Orleans, LA.

It's a new world in the insurance market place.
All the old rules no longer apply. New short
term strategies have to be developed to deal

with the '86 insurance crisis.

business insurance, January 13, 1986 / 31

tainment in health care. For a free

copy, write 223 in the box on the
reader service coupon.

- A 14-page booklet available
from Coopers & Lybrand discusses
401 (k) plans and describes the
consulting services offered by the

company. For a free copy, write 224
in the box on the reader service

1" N*8&

AT YOUR

OWN RIS

coupon.

- Benefits Statement, a monthly
newsletter published by Rollins
Burdick Hunter Co., contains in-
formation on topics of interest to
employee benefit managers, in-
cluding legal developments and
new products and services. For a

Continued on next page

The

Petroleum Industry
Risk & Insurance

Management Manual

An industry first. A one-of-a-kind authoritative

desk top reference. Specifically designed and

Risk Management is more important than

ever. PIC will give both the insurance sellers
and buyers an opportunity to focus on solu-
tions to the current disarray in the insurance

market.

PIC '86 is designed for: Operators, Producers,
Service Contractors, Risk Managers and

serious industry investors.

written for the Petroleum Industry. Over 300
pages of what-to-do and how-to-do-it. The
A-Z of Risk Management.

For More Information Call or Write:

Professional Development Institute
P.O. Box 13288, NTSU

Denton, TX 76203-3288

' Outside Texas 800-433-5676

D/FW Metro 267-5671

(817) 565-2483

DVUA ILLINOIS INC.

120 South Riverside Plaza - Suite 1650

Pittsburgh, PA
412-369-2500

o

New York, NY
212-227-8606

Chicago, lllinois 60606

312-930-9060

Dennis O'Brien, Manager

Springfield, NJ
201-564-9633

Highland Heights, OH
216-449-0351

Charleston, WV
304-342-4835

Excess & Surp/us Lines Brokers/Managing Genera/ Agents Since 1947

A Member of the Penn Independent Associates Group

Corporate Headquarters

420 South York Road, Hatboro, PA 19040

Furl & enno#f#Enfe /76

O#™ een/™ *g.z/ g»e

Chicago, IL
312-930-9060
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To obtain copies of literature and information about products and services,
listed in this special info section. simply indicate the key numbers

for the items you want and mail to: P.O. Box 321, Glenview, lllinois 60025
Requests will be processed promptly. Fill out the coupon completely. Do not omit any information.

Please send the following information from the January 13, 1986 issue
(insert key number of each item desired):

Name:
Title:
Company:

Street

StntA . -

Nature of company's business:

O Please send Business Insurance subscription information
NOTE: THIS COUPON WILL NOT BE SERVICED AFTER
MARCH 14, 1986

Continued from previous page
'ree copy, write 225 in the box on
the reader service coupon.

« The Medeo Total Approach, a
prescription drug cost contain-
ment program, is described in a
brochure available from The
Medco Group. For a free copy,

write 226 in the box on the reader

service coupon.

= The pre-admission certifica-
tion, utilization review, second sur-
gical opinion and other health care
cost containment services avail-
able from Medical Review Corp.
are outlined in brochure. For a free
copy, write 227 in the box on the
reader service coupon.

- A brochure available from
Massachusetts Mutual Life Insur-
ance Co. describes the company's
dental benefit programs designed
to control health care costs. For a
free copy, write 228 in the box on
the reader service coupon.

- Health care cost contain-
ment programs for small- and me-
dium-size companies available
from Massachusetts Mutual Life In-
surance Co. are described in a bro-
chure. For a free copy, write 229 in

the box on the reader service cou-

Pon.

- A brochure available from
Coopers & Lybrand describes the
computerized 401 (k) plan ad-
ministration system developed

by the company. For a free copy,
write 230 in the box on the reader

service coupon.

= A study on Mandatory Sec-
ond Opinion for Elective Sur-
gery has been published by the

Health Benefits Research Center of
Cornell Medical Center/New York
Hospital. For a free copy, write 231

in the box on the reader service

coupon.

= A booklet available from Cor-
roon & Black HCC contains informa-
tion on alternative health care sys-
tems. For a free copy, write 232 in
the box on the reader service coupon.

- A flier describing "Pathways,"
a book designed to help employees
improve their health, is available
from Healthwise Inc. For a free
copy, write 233 in the box on the
reader service coupon.

- A booklet detailing the
features of the America's Phar-
macy mail order prescription
drug plans is available. For a tree
copy, write 234 in the box on the
reader service coupon.

- Health Related Services Inc.
offers a brochure describing its
products, services and health care
cost management programs. For
a free copy, write 235 in the box on
the reader service coupon.

Employee Benefits Manage-
ment Letter,”
lished six times a year by Warren,
McVeigh & Griffin Inc., discusses
developments that may have long-

a newsletter pub-

Continued on next page

You can't keep a good man down

D ecause Harmarville will pick him
O up. Our Occupational Health
and Rehabilitation Services program
(OHRS) works solelyon getting
good people, like Bob Seaman, with
industrial injuries back on the job.

For Bob, back on the job means
being happy. So when he fell off a
ladder injuring hisankle and couldn't
work, something was lost. That just
wouldn't do for Bob, or his employer
of 40 years, the L. E. Smith Glass
Company.

OHRS was their answer. The
doctors at our rehabilitation hospital
discovered that Bob had three bone

It works. Since the program started
in 1978, nearly 80% ot all patients have

returned to work. Employers reduce
lost time and workers' compensation
costs.

Is less effort acceptable? Bob and
L. E. Smith Glass Company didn't
thinkso. And we at Harmarville agree;

onlythe best care possible will do when
someone's livelihood is at stake.

For more information on OHRS
and its satellite locations, call Jim
Sondecker (412) 782-5800 (ext. 809).

CY ) HARMARVILLE

chips in his ankle. One was pressing
on a nerve. Histreatment included

hot tub therapy, ultrasound, physical
therapy and cortizone injections. In
just a few months Bob was back on
the job full-time.

HRC COMMUNITY OUTREACH, INC.
P.O. Box 111202, Guys Run Road
Pittsburgh, PA 15238

What Motorola
knowsaboutmental

heaticoverage
coui fillabook.

So what's to know? Right now, the National Association of Private
Psychiatric Hospitals has available a limited number of copies of a study
which analyzes this important employee benefit from all three perspec-
tives: business. insurer. and health care provider.

It s packed with information on trends. and how all three sectors are
reacting to them. It candidly compares mental health benefits to benefits
like dental or eye care. It answers honestly the question of mental health
benefit costs. And it answers a whole lot more of the most -delicate
questions" about this benefit.

If you think your company may be losing productivity due to
employees under stress from work or family pressures...you owe it to
your company and your employees to write today for a copy of this
valuable report. It's been read by employee benefit managers at some
of the nation's largest companies. Companies which currently include

mental health benefits in their emp'oyee benefit package.
When it comes to mental health benefits...the NAPPH wrote the

book. And now we'd like to share it with vou.

1 want to know what Motorola

.
knows about mental health coverage. I hJ S B OO k -

Please send my confidential copy to:
Xtk

litk
,/938"*Mgoilli

(P ' ZINWHilI,

FHtn!
e stuf > — m
The- Natic }nal A:Kixiatic )11 (,f Pr*-ate 14> chiatric 11(,Spitll:

1319 F ST. N.W. + Washirgt,n. DC 20004 12021 :{53-6700

Re Nadonal Association of Private Psychiatric Hospitals
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Continued from previous page
operating divisions of Associated
Reinsurance Management Corp.
are described in a brochure. For a
free copy, write 601 in the box on
the reader service coupon.

risk management

- "Responsibilities and Liabili-
ties of Bank Directors," a 20-page
booklet available from Fidelity &

Deposit Cos., discusses duties and
liabilities that face officers of fi-

nancial institutions. For a free
copy, write 700 in the box on the
reader service coupon.

*Risk Financing Newsletter, a
quarterly publication containing
information on captives. self-in-
surance, tax and legal issues af-
fecting risk financing and related
topics, is available from Interna-
tional Risk Management Institute
Inc. For a free subscription, write

S50

Your guide
to all Crawford

services in one handy book!

556 Claims Offices

142 Health and Rehabilitation Offices
556 Risk Survey Offices

62 Property General Adjusters

46 Casualty General Adjusters

115 Heavy Equipment Appraisers

7 Administrative Service Centers

7 Regional Offices

6 Risk Control Regional Directors
Risk Sciences Group Offices
Training Courses for Adjusters/Appraisers

Please send copies of the

1985 Crawford Service Directory to:

"We earn your

confidence...

Name
Title
Company
Street Address
City State Zip
Telephone ()
Attn: Market Communications

Crawford & Company * 5620 Glenridge Drive, N.E.
P.O. Box 5047 - Atlanta, GA 30302

one assignment

at a time."”

Crawford

RISK MANAGEMENT SERVICES

701 in the box on the reader service

coupon.

* A reprint from The Risk Re-
port newsletter contains informa-
tion on how the new CGL pro-
gram affects risk management
The newsletter is published by In-
ternational Risk Management In-
stitute Inc. For a free copy, write
702 in the box on the reader service

coupon.

= The use of structured settle-

ments in personal injury claims
is the topic of a booklet available
from Tailored Awards Inc. For a
free copy, write 703 in the box on
the reader service coupon.

- LEXIS, a full-text online data
base of legal, business, financial,

medical and general news and in-
formation is described in a bro-

chure available from Mead Data
Central. The service is scheduled to
include the National Insurance
Law Service data base of insur-
ance codes, regulations and laws
in the future. For a free copy,
write 704 in the box on the reader
service coupon.

- A sample copy of Insights, an
eight-page quarterly newsletter
covering property/casualty and
risk management topics, is avail-
able from Rollins Burdick Hunter
Co. For a free copy, write 705 in the
box on the reader service coupon.

- A pamphlet describes the
claims law courses available from
American Educational Institute
Inc. Also included is a list of faculty
members. For a free copy, write
706 in the box on the reader service

coupon.

= A reprint available from The
Structured Settlements Co. dis-
cusses the need for a third-party
settlement consultant and factors
to take into consideration when
choosing one. For a free copy, write
707 in the box on the reader service

coupon.

» A sample copy of The Risk
Management Letter, a two-page bi-
monthly newsletter covering in-
surance and risk management
issues, is available from Warren,
MeVeigh & Griffin. For a free
copy, write 708 in the box on the
reader service coupon.

* The features of The Mangels-
dorf Settlement Trust, a struc-
tured settlement plan designed
for use in personal injury claims,
are described in a brochure avail-
able from The Mangelsdorf Cos.
For a free copy of the brochure,
write 709 in the box on the reader

service coupon

« A sample copy of Crawford
Risk Review, a 20-page quarterly
newsletter discussing insurance
and risk management topics, is
available from Crawford & Co. For
a free copy, write 710 in the box on
the reader service coupon.

= Courses for insurance ad-

justers, appraisers and other
claims personnel offered by
Crawford & Co. are described in a

booklet. For a free copy, write 711

in the box on the reader service

coupon.

« The services of Adjusters In-
ternational, a network of public
insurance adjusters, are described
in a brochure available from Peat
Marwick & Mitchell Co. For a free
copy, write 712 in the box on the
reader service coupon.

= Public Affairs Forum, an an-
nual publication of the Society of
Chartered Property Casualty Un-
derwriters, discusses current
events in insurance and related
topics. For a free copy, write 713 in
the box on the reader service cou-

pon.
Continued on next page



Continued from previous page
branches maintaining pension
plans. For a free copy, write 305 in

the box on the reader service cou-

pon.

= A booklet lists locations of the
Canadian adjusting and ap-
praisal offices of Crawford & Co.
Insurance Adjusters Ltd. For a free
copy, write 306 in the box on the
reader service coupon.

= The international insurance
programs and services offered by
Zurich-American Insurance Group
are presented in a booklet available
from the company. For a free copy,

write 307 in the box on the reader

service coupon.

loss control/people

< A sample copy of Your Health
and Safety magazine, which con-
tains articles for employees on re-
ducing off-the-job accidents and
promoting a healthy lifestyle, is
available from General Learning
Corp. For a free copy, write 400 in

the box on the reader service cou-

pon.

- A booklet available from
M&M Protection Consultants de-
scribes causes and symptoms of oc-
cupationally-related hand, wrist
and arm disorders such as carpal
tunnel sydrome and tenosynovitis.
Information on prevention of in-
juries and rehabilitation of employ-
ees is also included. For a free copy,

write 401 in the box on the reader

service coupon.

« A four-page description of one
company's use of the risk survey
and risk control consultation ser-
vices of Crawford & Co. is avail-
able. For a free copy, write 402 in

the box on the reader service cou-

pon.

- "Hazard Management and
Controls for Magnetic Resonance
Imaging," a booklet available from
M&M Protection Consultants, de-
scribes precautions and guidelines
for patient and employee safety,
fire protection, security, computer
protection, contractual risks and
purchase agreements when using
magnetic resonance imaging, a
diagnostic technique. For a tree
copy, write 403 in the box on the
reader service coupon.

- The "Fleet Performance Indi-
cator," a graph for measuring fleet
accident exposure, is available
from Crawford & Co. For a free
copy, write 404 in the box on the

reader service coupon.

= A sample of "Your Health and
Safety Custom Calendar” is avail-
able from General Learning Corp.
Calendars contain information
designed to promote employees'’
off-the-job safety and wellness,
and can be customized for com-
panies. For a free copy, write 405 in

the box on the reader service cou-

pon.

- Crawford & Co. offers the
"Driver Performance Indicator,” a
graph designed to evaluate the ac-
cident potential of employees.
For a free copy, write 406 in the
box on the reader service coupon.

- Strategies for ensuring safety
of products and preparing for legal
defense should a product liability
lawsuit occur are described in a
booklet available from M&M Pro-
tection Consultants. For a free
copy, write 407 in the box on the
reader service coupon.

1 loss controliproperty

« A paper discussing issues and
trends in decision making, regula-
tions, risk management, insurance

and legal considerations concern-
ing PCBs is available from Suno-
hio Co. For a free copy, write 500 in

the box on the reader service cou-

Pon.

= A directory of Crawford &
Co.'s risk survey offices is avail-
able from the company. For a free
copy, write 501 in the box on the
reader service coupon.

= The Clayton Newsletter, pub-
lished three times a year by Clay-
ton Environmental Consultants
Inc., contains information on en-
vironmental regulatory develop-
ments, environmental risk assess-
ments, industrial hygiene sampling
and other related topics. For a free
subscription, write 502 in the box
on the reader service coupon.

= Crawford & Co. offers "Expo-
sure Profile-Severe Natural Phe-

nomena," a worksheet designed to
help risk managers determine if
special loss control measures are

needed in locations prone to
snow, hail, tornados, earth-
quakes and other natural occur-
rences. For a free copy, write 503 in

the box on the reader service cou-

pon.

- A flier available from BMS
Catastrophe Inc. contains informa-
tion on the company's method of
industrial corrosion control fol-
lowing fire or water damage. For a
free copy, write 504 in the box on
the reader service coupon.

- A flier available from NOVUS
Inc. contains information on the
NOVUS Windshield Repair Pro-
cess, designed to reduce the amount
of claims resulting from da-
maged windshields by repairing,
rather than replacing, the wind-
shields. For a free copy, write 505

in the box on the reader service

coupon.

* "One Hundred Largest Los5es:
A 30-Year Review of Property

business insurance, January 13, 1986 / 35

Damage Losses in the Hydrocar
bon-Chemical Industries,” a
paper detailing the incidents, is
available from M&M Protection
Consultants. For a free copy, write

506 in the box on the reader service

coupon.

= A case study of Environmen-
tal Impairment Liability Con-
trol is available from Rockwood
Systems Corp. For a free copy,
write 507 in the box on the reader

service coupon.

- Emergency tips for handling
fire, smoke and water damage to
carpets, rugs, draperies and other
valuable articles after a fire are
contained in a brochure from
ASCR International. For a free
copy, write 508 in the box on the
reader service coupon.

- A 24-page booklet available
from Ansul Fire Protection de-

scribes the classifications of fire,
rating systems for fire extin-

Evaluate your
workers' comp carrier

Tearout this form and use when you are reviewing your Workers' Compensation Insurance.

YOUR

STATE

COMPENSATION
INSURANCE

CARRIER FUND

Returns all unused

investment income and

premiums to policyholders
in the form of dividends.

Has local offices to provide

O » W N

efficient and timely claims
management and custom

O safety services.

Specializes in Workers'
Compensation Insurance.

Works with you to find
ways to help keep you r
workplace safe.

Familiar with local medical
specialists and knows who
is available to tend a

O specific injury.

What'S your carrier's score?

Under California Law it is unlawful for an insurer to prorrise
the future payment of dividends under an unexpired workers
compensation policy or to misrepresent the conditions for divt-
dend payment. Dividends are payable only pursuant to Fondi-
tions determined by the Board of Directors or other governing

board of the Company following policy exoiration. It is a misde-

STATE

COMPENSATION

guishers and agents and equip-
ment used to distinguish industrial
fires. For a free copy, write 509 in
the box on the reader service cou-

pon.

- "Facts About Protecting
Electronic Equipment Against
Fire" is the title of a booklet avail-
able from Ansul Fire Protection.
For a free copy, write 510 in the
box on the reader service coupon.

reinsurance

- "1985 Financial Security
Guide" is a booklet describing the
philosophy and practices of Na-
tional Reinsurance Corp. For a free
copy, write 600 in the box on the
reader service coupon.

= The underwriting, interme-
diary and excess/surplus bro-
kerage services available from the
Continued on nert page
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dial this number:

meanor for any insurer or officer or agent thereof. or any insur-
ance broker or solicitor, to promise the payment of future workers
compensat on dividends. Past dividend performance is no guar-
antee of an insurers future dividend performance

INSURANCE

FUND

800-892-6000
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« A reprint available from Buck
Consultants Inc. discusses the ap-
plications and legal requirements
of 401(k) plans. For a free copy,
write 261 in the box on the reader

service coupon.

+ A packet available from Con-
ServCo contains information on
the company's vocational rehabil-
itation programs. For a free copy,
write 262 in the box on the reader

service coupon.

= The Financial Accounting
Standards Board's new rule on em-
ployers' accounting for pensions
and its possible effect on sponsors
of defined benefit plans is the
subject of a booklet available from
Buck Consultants Inc. For a free
copy, write 263 in the box on the
reader service coupon.

- "J&H Infoline," a one-page
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-1_enceafEriscoas'we develdpid and;efned.new |

software products for-overa dediidel During tijat i

period),e've built strong ties with m'ajor corpora-

: tions, benefits administratdrs and hdalth insurers.

—= @ —m

1 The;dialogue that initiat&s parineiship begins

for a prospecti€client whin we'together eval6ate
yourneds and match thetfi with ouicapabilities.

For existingdiS*,-day-to-daycontact-at'thet---- ..

operating level, sfminars, iser grous, and more
formalfconsulting on a rarike of issues help to

AT

vanced software

of providlné solutions.

-solutions but,6toretharsoftware!For.exam

le,
many 6f our cliedts are striving to contain cosB,
streamline operations, and'manage their businfss
in e*5°TES®ve-envi;onment. Implementing

*-Erisca'senaling.cstate-piliE-arisoft*Fis

- Ano*er way i! by talkin with our benefits
profasi@ialn66iit worl,6116*analylis,-raisingr--
productivity, and other key issues.

And, it works both ways. We think of our clients
as invaluable sources of information, who aid us
in updating our systems. ClaimFacts, our claims
processing system used by over 70 health insur-
ers, corporations and third-party administrators,
is in its third version. ImpleFacts, which keeps -
records for over 400 defined contribution plans,
is also in its third version. And, we are using the
design knowledge we have gained to introduce
new software like GroupFacts, a highly versatile
system for group life and health administration.

Our recent entry into the Dun & Bradstreet
family of companies places more resources than
ever at our disposal. It strengthens our commit-
ment to sewing the benefits industry

Airtnersb* It makes Erisco more than a soft-
ware company

For further information call:

Stephen Kendrick,

Vice President, Sales and Marketing at
212 765-8500.

Erisco

lina companyof .
lll» TheDun& Bradstreetcorporation

1700 Broadway
N.Y., N.Y. 10019

ClaimFacts, GroupFacts, ImpleFacts

newsletter published periodically

by Johnson & Higgins, contains in-
formation and ideas of interest to

. employee benefit managers. For

a free copy, write 264 in the box on
the reader service coupon.

- Information about The
American Health & Lifestyle Pro-
gram, a health care cost-contain-
ment program, is available in a
package from United Health Main-

tenance. For a free copy, write 265.
in the box on the reader service

coupon.

- A flier available from John-
son & Higgins National Benefits
Office provides a comparative anal-
ysis of non-occupational disabil-
ity laws as of January 1985. For a
free copy, write 266 in the box on
the reader service coupon.

employee benent

VWormation systems

- A kit available from GEN-"
ESYS Software Systems Inc. con-
tains information on the company's
integrated benefits, payroll and
personnel management systems.
For a free copy, write 267 in the
box on the reader service coupon.

- The features of MCMS Soft-
ware, designed for use in hospital
claims processing and cost con-
tainment, are described in a bro-
chure available from Health Sys-
tems International. For a free copy,
write 268 in the box on the reader

service coupon.

fidelity & surety

* Conference dates and descrip-
tions of the 1986 Surety Claims
Conference series, which will
focus on the re-letting of partially
completed construction projects,
are available in a flier from CMA
Consulting Group. For a free copy,
write 300 in the box on the reader

service coupon.

- The engineering and techni-
cal services available from CMA
Consulting Group are outlined in a
folder. Also included is a list of re-
gional offices of the company. For a
free copy, write 301 in the box on
the reader service coupon.

linancial services

= A booklet available from Kid-
der, Peabody & Co. Inc. explains
the concept of structured insur-
ance and litigation settlements.
For a free copy, write 302 in the
box on the reader service coupon.

» The eighth annual "Executive
Report on Large Corporate Pension
Funds" is available from Johnson
& Higgins. The survey reports on
major trends in pension funds in
companies throughout the United
States, and examines pension fi-
nance in the context of corporate
finance. For a free copy, write 303
in the box on the reader service

coupon.

international

« A reprint available from em-

outside the United States. For a

free copy, write 304 in the box on
the reader service coupon.

* "The Effect of 404A Proposed
Regulations on Foreign Plans," a
reprint available from Kwasha
Lipton, contains information for
companies with foreign

Continued on next page
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published by General Learning provides a description of medical pers & Lybrand discusses the uses the box on the reader service cou-

range effects on design. cost and Corp, is designed to stress the lin- utilization review services that of Employee Stock Ownership pon
administration of employee ben- portance of a healthy lifestyle companies may want to consider Plans, from both the employee

efit plans For a free copy, write and cost containment to retirees when implementing heal.h care benefit and financial standpoints

- "Report on State Pension

236 in the box on the reader service For a free sample copy, write 248 in cost containment programs For a For a free copy, write 254 in the Commissions," prepared annually

coupon

O An issue of "Hay/Huggins
Bulletin," published by employee

= A sample copy of Your Health

the box on the reader service cou- free copy, write 251 in the box on box on the reader service coupon

the reader service coupon

by Johnson & Higgins, provides in-
formation on recent legislation af-

« A booklet available from SWV fecting pension plans in each

< An 18-page guide prepared by Medical Data Systems Inc reviews state For a free copy, write 258 in

benefit consultant Hay/Huggins & Fitness magazine, which con- the actuarial, benefits and compen- an automated pre-certification the box on the reader service cou-
Co, summarizes the provisions of tan'ls articles for employees on sation consulting group of Coopers and second opinion program and pon
President Reagan's tax reform health care cost containment and & Lybrand is designed to help plan prov.des a sample report For a free

proposal as it relates to employee health promotion and can be cus- sponsors, administrators, trustees copy write 255 in the box on the
benefits For a free copy, write 237 tomized for companies, is available and attorneys comply with require- reader service coupon

in the box on the reader service from General Learning Corp For a ments of the Employee Retire-

coupon

* The "Delta 10-Point Compari-
son Chart,"” a brochure that lists the

on the reader service coupon

sample copy, write 249 m the box ment Income Security Act For a

the reader service coupon
Hospital Preadmission Re-
features of the Delta Dental view,Employee Educational Kit"

- Buck Consultants Inc offers a

booklet that discusses the provi-
sions of the Deficit Reduction Act

« A report prepared by Buck of 1984 that may affect qualified
free copy, write 252 in the box on Consultants Inc offers a checklist defined benefit and defined contri-
that may be used by employers that button plans For a free copy, write

contribute to multiemployer pen- 259 in the box on the reader service

* The use of defined contribu- sion plans The report focuses on coupon

Plan and allows employers to com- helps employees understand how a tion pension plans as a means of the issue of withdrawal liability
pare it with their present plan, IS hospital pre-admission review attracting and retaining executives For a free copy, write 256 m the  "Medical Cost Management,"

available from Delta Dental Plans program operates For a free copy, 15 discussed in a booklet available box on the reader service coupon

Assn For a free copy, write 238 in write 250 in the box on the reader from Coopers & Lybrand For a

the box on the reader service cou- service coupon

Pon

tion about the Employee Benefit
Research Institute's educational,
communications and research pro-
grams For a free copy, write 239 in

the box on the reader service cou-

pon

= A reprint available from
Crawford & Co discusses new ap-
proaches to employee benefit
plans, including HMOs, PPOs and
medical cost containment For a
free copy, write 240 in the box on
the reader service coupon

= The results of a survey con-
ducted by Massachusetts Mutual
Life Insurance Co regarding
401 (k) plans are available in
booklet form For a free copy, write
241 in the box on the reader service

coupon

= "Trends in Health Insurance
for Mental lliness," a report avail-
able from National Assn of Private
Psychiatric Hospitals, provides in-
formation on mental health bene-
fits For a free copy, write 242 in
the box on the reader service cou-

pon

« A portfolio provides 1nforma-
tion on the prepaid legal services
program of Midwest Legal Services
Inc For a free copy, write 243 in
the box on the reader service cou-

pon

* The Certified Employee Bene-
fit Specialist Program, a 10-course
professional designation pro-
gram co-sponsored by the Interna-
tional Foundation of Employee
Benefit Plans and the Wharton
School of the University of Penn-
sylvania, is detailed in the 1985-86
Catalog of Information available
from the International Foundation
of Employee Benefit Plans For a
free copy, write 244 in the box on
the reader service coupon

- A sample copy of "Your
Health '86 Custom Calendar,"”
which contains health informa-
tien, promotes cost containment
and can be customized for com-
panies, is available from General
Learning Corp For afree copy,
write 245 in the box on the reader

service coupon

- A kit available from Cost Con-

tainment Management describes
the rehabilitation, medical bill
audit and other cost-containment
services of the company For a free
copy, write 246 in the box on the
reader service coupon

*» The services of Second Opin-
ion Consultants Inc, a company
specializing in cost-containment
through second surgical opinion
programs, are outlined in a bro-
chure For a free copy, write 247 in
the box on the reader service cou-

pon

* "Your Healthy Retirement,
an eight-page quarterly newsletter

- A kit available from Illlinois
= A brochure contains informa- Foundation for Medical Review

free copy, write 253 in the box on
the reader service coupon

a 14-page brochure available from
Conservco, describes the cost-con-

< A booklet available from Buck tainment programs of the com-
Consultants Inc discusses the pany For a free copy, write 260 in

features of cash balance pension the box on the reader service cou-

Dyer, Wells & Associates

CHtHLe

* A booklet available from Coo- plans For a free copy, write 257 in Contznued on nezt
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For the Price of a Stamp, Well Show You How to
Cross-Reference Medical Codes With Automated Accuracy.

dwaa™/MEDICODES ™11
Allows Consistent
Standardization of Coding
Schemes for Improved
Cost Containment.

Given the current, complex spectrum of
medical coding schemes, health claims
administrators face a growing challenge
The need to improve cross-referencing ac-
curacy for the containment of claims costs

Now there Is away MEDICODESII
from Dyer, Wells & Associates, the com-
prehensive, fully automated medical code
cross-referencing system.

Handles Every Major Code.

Newly enhanced to contain over 38,000
medical diagnosis and procedure tables,
MEDICODES 11 cross-references all major
coding systems including DRG, MDC,
ICD-9-CM, CPT# and CPT-5, ADA,
HCPCS, and the '64, '69 and '74 versions
of CRVS. Plus, it can reference your
company's internal coding schemes.
MEDICODES 11 makes the complicated
conversion to DRG's a simple task.

Indispensable for
Cost Containment.
Cost containment measures such as

customary charges, authorized services

consistent cross-referencing of medical
codes. MEDICODES 11 achieves this.

Reduces Processing Costs.
MEDICODES 11 lets you significantly
reduce claims processing costs. Produc-
ti\my increases because coding becomes
easier and faster.

in addition, coding personnel no longer
require expensive, time consuming train-
inf}. System start-up and user proficiency
take only a few hours.

Customer relations also Improve
because reimbursement turnaround is

quicker and more accurate.
Easy-to-Use.

To get code translations, you simply
enter a code, and user-friendly
MEDICODES 11 automatically displays the
related values for the other coding
systems. If the code is unknown, you can
enter the body part, the procedure, or the
body system to be treated and the related
codes appear on the screen.

MEDICODES 11 operates on IBM
mainframes or the Wang VS line of mini-
computers. cmma*

Send for Your

Free Brochure.

For years, Dyer, Wells & Associates has

and pre-certification require accurate and been leading the way in developing cost-

saving software products for insurance

applications.
So don't lose another dollar. Send for

our free brochure right now, and discover
how M EDICODES 11 can help you contain

claims costs.
Mail this coupon, today.

m Yes-l wanttolearn more about
MEDICODES 11 automated
accuracy Please send my free
brochure, today.

I have an

01 IBM Mainframe 0 Other operating
0 WANG VS

environment

Name
Title

Company

Address

City State

zip Phone ()

Dyer, Wells & Associates

Mail to.

Marketing Administrator Want to talk?
Dyer, Wells & Associates Callusat-

2251 Lake Park Drive (404)432-5888
Smyrna, GA 30080 81-11386

CAVS Ba productof the Cal,forria Medical Association CPT#and CPT-Sareproductsofthe American Med,cal Association ADA codesare productsof the Council on Dental Care Programsof the

American Dental Association

*Wang,s a registered trademark of Wang Laboratorles, Inc , Lowell, MA
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« A pamphlet describes "Risk
Financing: Cash-flow Plan Alter-
natives," a two-volume reference
book available from International
Risk Management Institute Inc.
The volumes provide information
on a variety of risk financing
plans and the tax and accounting
implications of various plans. For a
free copy, write 714 in the box on
the reader service coupon.

« A directory of Crawford &
Co.'s claims offices, including
property/casualty adjusters, heavy
equipment appraisers and health
and rehabilitation office locations,
is available from the company. For
a free copy, write 715 in the box on
the reader service coupon.

= "The Construction Risk Man-
agement Manual," a two-volume
reference book containing infor-
mation on risk management and
insurance of interest to those in the
construction and insurance pro-
fessions, is described in a pam-
phlet available from International
Risk Management Institute Inc. For
a free copy, write 716 in the box on
the reader service coupon.

- "J&H Infoline," a flier pub-
lished periodically by Johnson &
Higgins, contains information and
ideas of interest to risk manag-
ers. For a free copy, write 717 in
the box on the reader service cou-

Pon.

risk management

information systems

- A 64-page booklet describes
the Sigma+ System available
from Risk Sciences Group. The
system is designed to integrate
claims data from multiple claims
services into a single report. For a
free copy, write 718 in the box on
the reader service coupon.

- RISKMASTER software, of
interest to hospital risk manag-
ers, is described in a notebook
available from SOFTEC Inc. For a
free copy, write 719 in the box on
the reader service coupon.

< Rollins Burdick Hunter Co.
offers a brochure entitled RISKAN:
Answering New Challenges in Risk
Management, which describes the
company's risk management in-
formation system. For a free
copy, write 720 in the box on the
reader service coupon.

e The features of SISDATI, a
risk management information
system available from Crawford &
Co., are described in a booklet. For
a free copy, write 721 in the box on
the reader service coupon.

selMnsurance services

« A report available from Qic-
Claim Assn. discusses self-funding
employee health care. Also in-
cluded are a case study and infor-
mation on the feasibility of self-
funding. For a free copy, write 800

in the box on the reader service

coupon.

- CAMIS, an automated
claims administration system for
self-insured companies, is de-
scribed in a four-page paper avail-
able from SW Medical Data Sys-
tems Inc. Also included is general
information on evaluating auto-
mated claims-administration sys-
tems. For a free copy, write 801 in
the box on the reader service cou-

pon.

- The services of Certified
Claims Corp., a claims manage-
ment, auditing and consulting
company, are described in a bro-

chure. For a free copy, write 802 in
the box on the reader service cou-

pon.

*The disability claims ser-
vices for self-insured companies
available from Thomas L. Jacobs &
Associates are outlined in a bro-

chure. For a free copy, write 803 in
the box on the reader service cou-

pon.

« Countrywide Services Corp., a
company specializing in investiga-
tion, administration and trial prep-
aration of product liability
claims, offers a brochure describ-
ing its services. For a free copy,
write 804 in the box on the reader

service coupon.

- "Self Insurance-The Alter-

native" is a pamphlet discussing the
concept of self-funding employee
benefits and is available from
Health Claims Administration Inc.
For a free copy, write 805 in the

Continued on next page
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Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here.) Surface Mail. By Air.
USA o "o

Canada El $76 0 MOB
Bermuda (Air only) 0 $105

Europe/Middle East (Air only) []1$105
All other foreign [3 $76 Rates on request.

0 new subscription. E] renewal. 0 payment enclosed.
0 bill me. 0 bill company.

name (please print)

title telephone

company

nature of business

O business or O home address

city state/country zip/postal code

E] Please send information on your special 20%-oil group rate
for five or more subscriptions.

0 | prefer not to receive information or advertising by mail from
companies not amliated with Crain Communications.

Mall to: Business Insurance

Circulation Dept 965 EL Jefterson Ave., Detroit, Mi 48207

Hae

WEREPUMNG
OURSIGNArUREON
REINSURANCE.

anseco Re is changing its name. From now on, we
are John Hancock Reinsurance Company, a subsidiary
ofJohn Hancock Property & Casualty Holding Company.
But putting our famous name boldly on our reinsur-
ance company isn't the only change you'll be seeing here.
Our capitalization has been increased by $15 million. And
we're looking 6r new business opportunities to extend our
current book of domestic property & casualty reinsurance.
Do you have a reinsurance program that could profit
from the John Hancock signature? Call us today, at
(617) 536-3111. At John Hancock Reinsurance, we know
we're only successful when you are.

Reinsurance Company

John Hancock Mutual Life Insurance Company,Boston, Massachusetts 02117 and affiliated companies
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Continued ftompreviouspag + A booklet describe the com- copy, write 815 in the box on the tions, third-party administrators is available from the company For
bcx on the reader service col.pon puterized information system reader service coupon and insurance companies, IS de- a free copy, write 902 in the box on
capabilities of SW Medical Data scribed in a brochure For a free the reader service coupon
- A booklet available from R.sk Systems Inc For a free copy, write * A booklet available from Ad- copy, write 820 in the box on the
Management Service Co describes 811 m the box on the reader service ministrative Concepts Inc contains reader service coupon - A manual available from
the company's claims administra- cougon information on the possible advan- WLT Software Services Inc, a data
tion services For a free copy, write tages of self-funding employee q Workers eompeniation processing company, summarizes
806 in the box on the reader service * The claims system evalua- medical, dental and vision plans, the workers compensation com-
coupon tion and selection services of- as well as the claims administration | puter system designed by the com-
fered by Thomas L Jacobs & Asso- services offered by the company pany For a free copy, write 903 in
» A 14-page manual summarizes ciates are outlined ir a fher For a For a free copy, write 816 in the « The text of a speech discussing the box on the reader service cou-
the health claims administration free copy, write 812 in the box on box on the reader service coupon the possible changes in the Califor- pon
and billing system available from the reader service coupcn nia coming and going rule is
WLT Software Services Inc For a « The health claims manage- available in a reprint from the - Services available from The
free copy of the article, write 807 in « "Self-Insurance lor Hospitals A ment systems available from Qic- Claims Reporter For a free copy, Remedy CO, including claims con-
the box on the reader service cou- Risk Management Appriach" con- Claim Assn is described in a report write 900 in the box on the reader trot, cost savings through medi-
pon tains information or__ risk control available from the company For a service coupon cal management, vocational re-
and risk financing for hospitals free copy, write 817 in the box on habilitation and labor market
- A reprint available from considering self-insurance The book- the reader service coupon = The workers compensation surveys, are described in a bro-
Kelly & Associates Inc discusses let is available from V,cer O Schin- services available from The West- chure For a free copy, write 904 in
the possible advantages of self- nerer & Co Inc, and inc-udes a sam- « A brochure available from cott Corp, a settlement consult- the box on the reader service cou-

finding medical, dental and ple timetable for implementing a Thomas L Jacobs & Associates de- ing firm, are detailed in a pam- pon
other health benefit plans For a self-insurance program For a free scribes the features of the com- phlet For a free copy, write 901 in

free copy, write 808 in the Dox on copy, wrne 813 in tr.e box on the pany's software package for use in the box on the reader service cou- = A reprint from the Claims Re-

the reader service coupon reader service co-ipon disability claims management pon porter discusses the 1984 amend-

For a free copy, write 818 in the ments to the Longshore and Har

- The claims management - Differences in on-line and off- box on the reader service coupon. - A directory of Crawford & bor Workers' Compensation Act.

and related services available line automated claims adminis- Co 's health and rehabilitation of- For a free copy, write 905 in the
from Adjustco Inc are described in tration systems ar d criteria for « A three-page checklist for se- fices throughout the United States box on the reader service coupon

a brochure For a free copy, write use in selecting the mos. appropri- lecting an automated health
8[9 in the box on the reader service ate system are discussed in a paper claims administration system is i . & . ‘b
ccupon available from SW Medical Data available from SW Medical Data comings goings: buyers
Systems Inc For a free copy, write Systems Inc For a free copy, write
« "Considerations in Selecting a 814.n the box on the reader service 819 in the box on the redder service

Micro vs. Mainframe Automa.ed coupon coupon M H :I = M I
C_aims System" is the title of a fher e rl I a l I l l a l I I e S a e r
available from SW Medical Data e A brochure provides informa- = Noble Lowndes International

Systems For a free copy, write 810 tion on the claims management Inc's ACES (Automated Claims . .
in the box on the reader service and related services offered by Entry System), which is designed t k m m t b
ccupon Johns Eastern Co Inc For a free for use by self-insured corpora- O rl S a n ag e e n J O

Kenneth M. Maher, 31, has been for employee benefits planning and
promoted to assistant vp-corporate the development of new and exist-
risk management at Meridian Ban- ing benefit plans for United Tech-

. —an— corp Inc in Reading, Pa In his new nologies and its subsidiaries He
- position, Mr Maher will design, co- will report to Carl E Lindquist,
ordinate and administer Meridian's director of employee benefits for
o o insurance programs, in addition to the company Previously, Mr Ca-
loss control and claims manage- vanaugh had served as an assistant
ment duties Mr Maher, who Joined general counsel for United Techno-
the bank in February 1985, reports logies He has a bachelor of arts de-
to Michael Mizak, senior vp-finan- gree from Fairfield University in
cial accounting, and replaces Ran- Fairfield, Conn, a master's degree
dall Cooper, who has Joined the from Trinity College in Hartford,
Risk Planning Group division of Conn, and a doctor of law degree
Tillinghast, Nelson & Warren Inc from the University of Connecticut
as a consultant Priortojoining Me- in Storrs, Conn
ridian, Mr Maher was director of -
risk management at Jeanes Health Frank R. Tierney lll, 36, has
Systems in Philadelphia Mr been promoted to vp-risk manage-
Maher has a bachelor of arts degree ment at Consolidated Natural Gas

in criminal Jus- Co in Pittsburgh Mr Tierney, who
tice from C W was previously assistant vp-risk
L -w.21 Post College in r#*/tu management at Consolidated Natu-
Brookville, NY, . . ral Gas will report to Harry P Sul-
L4, e 2 v and a rnaster of livan, senior vp and general coun-
business admin- sel In the newly created position,
istration degree Mr Tlerney will be responsible for
44-4. A *-4 - in risk anain- | L the company's risk management
| * " " " ’ surance from program, including property/casu-
”l 11 1 #St'. Temple Univer- alty insurance and loss control pro-
. Slty In Philadel- / grams Mr Tierney Joined Consoli-
1 *O0*di'. phia He is a Mr. Maher dated Natural Gas in 1974 as an as-
member of the sistant manager of insurance, was
I# 44 1 American Bankers Assn and the promoted to manager of insurance,
|X ' | g Hospital Assn of Pennsylvania then director of insurance in 1982
A + f Continental Underwriters, Ltd, has Risk Management Society, and he He was named
t t B ga earned the confidence and respect of is the s resident of the D la‘ istant vp the '

large and impressive clientele ! "
4<4)404-"' T|*PLVVE-- R--- because thosé terms I'\'/avelrage" and are ?f‘aﬁé’y ealth Care kaf%ﬂow'ng year 15$)551’

Management Society In addltlon, Mr Tierney
7:41 — - 1 6-rius,i__ business as usual" have no part In our

prcfessional vocabulary During our §Oﬂ3f€1ﬁyﬂéktrﬁaﬁ€g@m'é?1fﬁé§ig’fG‘f'ﬁﬁ@ﬂﬁé degree f<.

nunierous productlveyearsin the marine hation . k t 1 4 "t
' l I I -
insurance business. we have been dis- n arke Ing r

i i . -0 from the Uni-
tincfly unusual in our durability and

a . . . . Douglas J. Lint, 43, has been versity of Dela-

staying power in trying times Equally x x
unusual is our willingness to underwrite named director-international com- ware in Newark, 1
Hull and Machinery plus Primary and pensation and benefits at United Del He IS chair-
Excess Protection and Indemnity And Technologies Corp in Hartford, man of the Mr. Tterney
most unusual of all is the consistent Conn In this newly created posi- Products and
qualily of our performance which gives tion, Mr Lint will coordinate the Services Committee of the Risk &
an added measure of security to cur implementation of international Insurance Management Society
clients So if you donl find "average" compensation and benefit pro- and past president of RIMS' Pitts-

"t appealing. please give us a call grams for United Technologies and burgh chapter In addition, Mr

u 111 report to Daniel P O'Connor, Tierney IS past chairman of the
director-compensation and benefits American Gas Assn 's Risk Man-
for the company Mr Lint, who had agement Committee and a member
been vp-personnel at Carrier Inter- of the Society of Chartered Prop-

CO ntlnental national Corp., a United Technolo- erty Casualty Underwriters and

. gies affiliate, has a bachelor of arts serves on the Underwriting Com-

Underwrlters, Ltd - degree in psychology from Ohio mittee of AEGIS Ltd , which iS a

- 419 Decatur St irti:e University in Columbus, mutLl;lt?ilt)i/r‘liiZLasTse company for the
New Orleans, LA 70130 I

_ Telephone (504} 581-7493 B
Telex 754622 CULTD JD In addition, United Technologies We'd l:ke to report on staff changes in
Telefax (504) 581-7497 has appointed Lawrence A. Ca- your company's risk management,

vanaugh to the newly created po- safety or employee benefits depart-
sition of senior manager of em- ment Just drop a note to Paul Win-
ployee benefits in the company's ston, Business Insurance, 740 N Rush
human resources department Mr St, Chicago, Ill 60611, or call 312-649-
Cavanaugh, 48, will be responsible 5442 Please send a photograph, too

"Lloyd's, London. Correspondents”



washington

Reagan signs bill to extend
OPIC's underwriting authority

By JERRY GEISEL

WASHINGTON-The Overseas
Private Investment Corp. can again
write new business.

President Reagan has signed leg-
islation, S. 947, that extends the un-
derwriting authority of the Over-
seas Private Investment Corp.
through Sept. 30, 1988.

OPIC, the federal agency that
offers political risk insurance to
U.S. companies investing in less-
developed countries, had ceased
writing new business when Con-
gress failed to renew its under-
writing authority after it expired
last Sept. 30.

Aside from giving the agency a
new three-year lease on life, the
legislation allows OPIC to offer
business interruption insurance for
the first time.

The legislation also would give
OPIC authority to establish a pilot
program to reinsure commercial
insurers writing political risk cov-
erages. Under this program, the
agency's maximum exposure could
not exceed $50 million per country
with a $150 million aggregate limit.

Asset reversion

Phillips-Van Heusen Corp., is
terminating four pension plans
covering hourly and salaried em-
ployees to recover about $20 mil-
lion in excess assets, the New York
apparel company says. Four identi-
cal plans are being established to
replace the terminated plans.

The transaction will allow the
company to gain use of the excess
assets, a spokesman said. Also, he
said, participants will become fully
vested in their accrued benefits
upon plan termination.

Annuities will be purchased to
guarantee benefits.

The terminated plans, which all
offer first and full vesting after 10
years of service, have about 3,000
participants, the company said.

EEOC withdraws rules

The Equal Employment Opportu-
nity Commission has withdrawn
rules that guide employers in com-
plying with federal laws that require
companies to give older workers and
their spouses the option to enroll in
group health sare plans.

While the rules have been with-

drawn because of a dispute be-
tween the EEOC and the Office of
Management and Budget, employ-
ers still must give those workers
and their spouses the option of en-
rolling in corporate health sare
plans, rather than the federal
Medicare program, for their pri-
mary health care coverage.

That option was required by the
Tax Equity and Fiscal Responsibil-
ity Act of 1982 and the Deficit Re'-
duction Act of 1984.

The dispute between the EEOC
and the OMB erupted when the
EEOC proposed that disabled
spouses who chose Medicare for
primary coverage subsequently
could receive employer-provided
Medicare supplemental coverage.

The OMB had opposed this pro-
posal because it believed that disa-
bled spouses would have a financial
incentive to opt for Medicare for
their primary coverage if they
were able to supplement it with
employer-provided benefits.

If given an opportunity to
choose, older employees will nearly
always opt for employer plans over
Medicare, which usually has much
higher deductibles and coinsurance
requirements.

As more older workers select

employer plans for primary cover-

age, this shifts more costs from
Medicare to employers, which was
Congress' intent when it enacted
TEFRA and DEFRA.

TEFRA requires companies with
more than 20 employees to offer
workers between the ages of 65 and
69 the choice between enrolling in
the corporate health plan or stick-
ing with Medicare. If these older
workers had spouses who were be-
tween the ages of 65 and 69, em-
ployers also had to offer health care
coverage to those spouses.

Under DEFRA, employers have
to offer health care to spouses who
are between 65 and 69, even if the
employee is under 65.
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States take further steps to aid buyers

By JOANNE WOJCIK O'HARE

Government officials in four
states are using their authority to
help insurance buyers find cover-
age in a continually shrinking mar-
ket:

e A Wyoming General Assem-
bly panel approved legislation last
month that would establish a $3.4
millon fund to finance a self-insur-
ance plan for the state and would
lower the cap on liability awards
against government entities.

A second bill, which also gained
committee approval during the fall
session, would set up a similar pro-
gram for local governments.

= The Kansas Insurance Assis-
tance Plan, designed to help insur-
ance consumers in that state obtain
needed commerical coverage, was
launched Jan. 1.

* In response to consumer com-
plaints about midterm cancella-
tion: and non-renewals, Mississippi
Insurance Commissioner George
Dale has sent cancellation guide-
lines to chief executive officers of
all property/casualty insurers li-
censed in the state.

* Michigan Insurance Commis-
sioner Herman W. Coleman and his
staff have been working with in-
surance industry representatives

and the state Legislature to develop
voluntary standards that would im-
prove the commercial property/
casualty insurance marketplace.

Wyoming's Joint Judiciary In-
terim Committee plans to introduce
the two self-insurance measures in
the Senate during the Legislature's
20-day budget session in February.

However, an Insurance Depart-
ment official thinks there may not
be enough time for lawmakers to
work on the insurance legislation.

Tom Power, the department's
chief examiner and actuary, said
the governor may have to call a
special session, during which other
measures-including tort reform
and changes in the state's medical
malpractice law-may be consid-
ered.

The state plan, covering all state
agencies and peace officers, also
would amend the Wyoming Gov-
ernmental Claims Act of 1979 by
reducing the cap on awards for
damages against any state or local
governmental entity to $250,000
from the current $500,000. Group
awards would be limited to
$500,000, according to Mr. Power.

Although Mr. Power didn't know
how the panel came up with the
$3.4 million figure for the self-in-
surance fund, he did say that was

the approximate amount the state
paid for all of its insurance cover-
age during 1985.

The proposed self-insurance pro-
gram for local governments would
be open to all counties, cities and
school districts in the state.

Claims would be paid from a
fund composed of premiums paid
by participants. The size of the pool
has not been projected.

Should the local insurance pro-
gram need a bailout, the bill calls
for the state to provide the neces-
sary money from its general fund.

Both Wyoming self-insurance
plans would be administered by the
state Department of Administra-
tion and Fiscal Control.

The Kansas market assistance

plan was created by the cooperative
efforts of insurers and agents under
the authority of a Kansas insurance
statute, said Insurance Commis-
sioner Fletcher Bell.

Mr. Bell said he received com-
plaints from every area of the state
that policies were being canceled or
not renewed. Although there is no
Kansas law prohibiting companies
from canceling an insurance con-
tract, they must provide 30 days'
written notice, he said.

"Some policyholders are finding
themselves in a situation where

A BRIEF MESSAGE ABOUT INSURANCE
PLACEMENTS FOR

Security Guards,
Patrol Services,
Detective Agencies,
Armored Car Service,

Alarm Monitoring and

= Alarm Installation

For more than a decade Cover X Corporation has
continuously provided a stable insurance product
for the Security Industry. During that time many
companies and agencies professing to "specialize"
in this industry have come and gone. In today's
difficult insurance marketplace most are simply
gone. COVER X CORPORATION IS STILL

HERE, providing that industry with custom tailored
GENERAL LIABILITY, PROFESSIONAL LIABILITY
and WORKERS COMPENSATION.

If you have current or potential clients in the security industry whose long range
interests lie in obtaining a quality insurance product in a stable market then you owe

them a Cover X quotation.

For further information or applications call or write .

COVER CORPORATION

P. O. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010 - Telex: 23-5635

their coverages are terminating
and there is no replacement policy
to be found,” Mr. Bell said.

The commissioner's staff will
help coordinate market informa-
tion for policyholders through a
producers subcommittee and an
underwriting subcommittee, which
Mr. Bell has appointed.

The producers panel, composed
of two representatives from the In-
dependent Insurance Agents of
Kansas, two from the Professional
Insurance Agents and one from ex-
cess/surplus lines agents, will re-
view applications and decide
whether to:

* Remarket the risk to the pres-
ent or most recent insurer.

- Check other markets of the
submitting producer.

e Check all other known in-
surer markets.

- Negotiate extensions of cover-
age with the prior insurer to permit
exploration of markets or accumu-
lation of underwriting data.

- Refer the application to the
underwriting subcommittee.

The underwriting panel is made
up of one representative from the
American Insurance Assn., one
from the National Assn. of Inde-
pendent Insurers, one from the Al-
liance of American Insurers, one
from unaffiliated insurers and one
from excess/surplus lines insurers.

It will establish a rotation system
that permits participating insurers
to quote risks they are qualified to
write in the voluntary market. Ac-
cording to the membership provi-
sions of the plan, all insurers re-
ceiving notification from the Kan-
sas Insurance Department are con-
sidered voluntary participants, un-
less they request otherwise.

Consumers in Kansas who need
assistance in locating an insurer to
quote on a particular risk can write
the Kansas Insurance Assistance
Plan, c/o the Kansas Insurance De-
partment, 420 S.W. Ninth St., To-
peka, Kan. 66612.

Mr. Dale's letter to Mississippi in-
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surers states policy cancellations
should be prompted only by unfa-
vorable underwriting factors not
present at the inception of cover-
age.

All insurers that stop writing a
product or line of insurance should
arrange coverage with another in-
surer or retain all policyholders
until the policies expire, he said.

Policyholders also must be given
60 days' notice of premium in-
creases, policy non-renewals or
cancellations.

The Michigan standards, sched-
uled to expire at the end of 1986,
require that a notice of non-re-
newal be mailed at least 45 days be-
fore the policy expires.

If the notice isn't received within
the specified period, the policy-
holder has the option of continuing
coverage for up to 45 days from the
date of receipt, as long as the poli-
cyholder pays the premium for the
extended coverage in advance.

The guidelines allow prepaid pol-
icies in effect for more than 90 days
to be canceled for the following
reasons with the indicated amount
of notice:

= Non-payment of premium,
fraud or material misrepresenta-
tion: 10 days.

= Change in the risk that sub-
stantially increases any covered
hazard, except to the extent that
the insurer should have forseen the
change or considered the risk in
writing the contract: 30 days.

« Failure of the policyholder to
comply with reasonable safety rec-
ommendations: 20 days.

Premiums should not be in-
creased midterm, unless increases
are permitted under terms of the
policy or if the policyholder's expo-
sure increases, according to the
guidelines.

AnNd, an insurer is advised to
present a policyholder or agent
with a loss history within 30 days of
a written request. However, loss
history requests are limited to one
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Computer
Systems for
Adjusting

or Monitoring
Workers' Comp

or Liability Claims

If your company or public agency is self-

administered or you are a third party

administrator looking for the most advanced yet

financially practical computerized claims

system that really works . .

. then you should consider purchasing our
unique NRM turn-key system for Workers' Comp

or Liability for only $15,900*.

Each system includes:

= IBM-AT Micro Computer or Compatible

« Epson FX-100 High Speed Printer
- Hayes 1200 Baud Smart Modem

- NRM Workers' Comp or Liability System

For Group Health System add $10K.
For multi-user systems add $10K.

NOTE: NRM systems can accommodate 1 to 128
users, and up to 500,000 claims. We also have Group
Health, Accounting, and Word Processing Systems.

For complete details on our Hardware, Solware. Semce. FREE Special Public Entity
Prograrn, and much more, call cr write to: Craig A. Zivolich. V.P.. Computer Systems.

CALL NOwW

TOLL FREE

Outside Callfornia call 800 NAT-RISK
Within Cal lomia call 800 833-2530

1\1 1 1 National Risk Management, Inc.
2682 Bishop Drive, Suite 116, San Ramon, Cabfornia 94583
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proposal, according to Mr McArdle rnent

Benefit tax status ARk
une . . .

. ’ ! ! Und | I pl , which
Continued from page 2 " The failure of Congress to pass If employers don't Wl.tth).|d taxes for the benefits, - :Aciir%rl‘;uspa;g?nzjzzvzrlgs
?Z?St?nﬁe’ is covgregundell’ SecI:tlon exter:jswns forl' tUItllog relrpburse- 'This can lead to situations where emp|oyees many as 2 million people, benefits

of the tax code Group legal ment and group legal benefits was . . f rtain | | f i lik
benefits are covered under Section due more to the confusion that pre- become irate when they find out they owe hoarnZ?inzlz d?gjrc:';? éor;;i’n; 2
120 and van pooling is covejred vailed during the last few weeks of additional taxes, but haven't saved any money to will, will be provided under a fixed
under Section the session than antipathy toward " . schedule

Similar doubt over the tax-fa- these benefits, according to observ- pay for those taxes," says Mr. Klein of TPF&C.
vored status of these benefits oc- ers
curred in 1984

Group legal plans most often are
) . found in collectively bargained sit-
Of the three benefits, tuition re- uations
On Dec 31,1983, Section 127, imbursement programs are the Typically, a company will not Sometimes, a dollar cap is im- No reliable estimates are avail-
covering tuition reimbursement most popular reimburse an employee for tuition posed on reimbursement Such a able on the number of people who
benefits, expired However, It EBRI's Mr McArdle says 5 mil- until a course has geen comfpleted cap averages between $1,000 and participate in group van pooling
wasn't until October 1984 that Con- lion workers may be covered under In addition, employers often will $1.500, according to Hewitt's Ms programs covered under Section
gress passed legislation retroacti- employer-provided programs A require a passing grade for reim- Georgemiller 124
vely extending the tax-free status survey by TPF&C found that more bursement and may base the per- In addition, some employers will In these arrangements, an em-
of tuition reimbursement benefits than 90% of Fortune 500 companies cent of reimbursement on the place a ceiling on the maximum ployer may purchase vans and sub-
tgggugh Dec 31,1985 (BI, Oct 8, provide tuition reimbursement grade the employee earns in the number of courses for which the sidize some of the costs of operating
) pregrams course company will provide reimburse- the vans .

The legislation also imposed a
per-employee annual $5,000 cap on
the maximum amount of tax-free
tuition reimbursement

At the same time, Congress ap-
proved another bill extending the
tax-free status for group legal plans
through Dec 31, 1985 Section 120
had been due to expire on Dec 31,
1984

While the IRS currently is not di-
recting employers to withhold
taxes for workers receiving tuition
reimbursement, group legal and
van pooling benefits, an IRS
spokesman said in early 1984-
shortly after Section 127 had ex-
pired-that the agency expected
employers to withhold taxes for
employees receiving tuition reim-
bursement benefits (BIl, Feb 6,
1984)

However, employers probably
were pretty evenly divided in de-
ciding whether to withhold taxes,
said Denise Georgemiller, a consul-
tant with Hewitt Associates in Lin-
colnshire, Il

"Employers took both courses of
action Some began to withhold
taxes right away, while others
waited," according to Ms George-
miller

For example, Hewlett-Packard
Co in Palo Alto, Calif, withheld
taxes in 1984 for employees receiv-
ing tuition reimbursement benefits,
recalled Art Young, the company's
benefit manager

Later, when Congress retroacti-
vely extended the tax-favored sta-
tus of tuition reimbursement bene-
fits, Hewlett-Packard adjusted
withholding rates so the proper
amount of taxes was withheld, Mr
Young said

However, some question if as
many employers will withhold
taxes during the current uncer-
tainty as in 1984

"Some employers will be careful
and withhold Many will not,"” pre-
dicts TPF&C's Mr Klein

However, Mr Klein notes that
many employers, recalling the 1984
experience, believe lawmakers wiill
pass retroactive legislation this
yvear

Frank McArdle, education and
communications director for the
Employee Benefit Research Insti-
tute, a Washington-based benefits
think tank, said there is a reason-
ably good chance that Congress
during the next several months

will approve legislation to provide
for a retroactive extension of the

tax-favored status of at least tuition
reimbursement and group legal
benefits

Mr McArdle notes that tax legis-
lation, H R 3838, passed in Decem-
ber by the House, called for the ex-
tension of tuition reimbursement
and group legal benefits through
Dec 31, 1987

Van pooling is not included in
that bill

In addition, two key members of
the Senate Finance Committee-
Chairman Robert Packwood, R-
Ore, and Sen Lloyd Bentsen, D-
Texas, have said they favor the
continuation of tuition reimburse-
ment and group legal benefits, Mr
McArdle noted

In addition, the Reagan adminis-
tration advocated the extension of
those benefits through Dec 31,
1987, in its last maJor tax reform
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RUDEN,IAL RE

BECAUSE THEROCK
HASASIDE

YOU SELDOm SEE.

You've always seen the side that says
Rock-solid financial strength. But there
is another side. It says Rock-solid talent.

The fact is, Prudential Re offers you an
extraordinary depth of human resources.

First the least visible layer of The
Rock: our foundation of experienced
actuarial, claims, accounting and
systems specialists.

They,in turn, support our under-
writers. Sawy. Responsive. Astute.

Combine that talent with the Rock's
solidity. and you get the experience and
broad service you want for the kind of
secure re,nsurance program you need.

Side by side.

The Rock in Reinsurance
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Claims-made form is willing to provide intended to cure-like the stacking

So far, ISO has been unreceptive of policy limits and overly broad H
Cont:nued from page | to any mandatory reinstatement of interpretation of coverage-affect St' Pa u I to fl I e OWn fo rm
sumers, create potential for gaps in a specific amount of limits only about 5% of all CGL policies
coverage and possible bankruptcy The current claims-made pro- Regulators say the industry should ST PAUL, Minn -The St. Paul Cos Inc is breaking ranks with
of a business caught by large expo- posal also allows insurers to charge try to isolate these problem areas the Insurance Services Office and will file its own claims-made com-
sures with inadequate coverage or up to 200% of a policy's original and draft policy language that mercial general liability policy form with state insurance depart-
no insurance at all," said New York premium for the tail coverage, would restrict coverage to the con- ments.
Insurance Commissioner James P which responds to claims stemming templated exposure St Paul decided to file its own claims-made CGL policy form
Corcoran in rejecting ISO's filing from incidents occurring within The regulators specifically object within the next few weeks because ISO's form is available for use in

Aside from concerns about the the policy period but reported after to the application of claims-made only 14 states, said James E Bachman, a senior vp with St Paul
claims-made contract itself, some the policy expires coverage to small businesses “"We wanted to have a claims-policy available for use as quickly as
regulators that rejected the form Regulators worry that policy- "Let's face It There is wide- possible,” Mr Bachman explained. "And, we think our form ad-
complained about how ISO handled holders may be buying little or no spread confusion not only among dresses most of the concerns raised by regulators and the public "
the filing of CGL proposals tail coverage if they have ex- regulators, but among agents as St Paul has 10 years of experience writing claims-made coverage,

Mr Jones said while ISO officials hausted or nearly exhausted the well,"” said Mr Jones "And, If more than any other insurer, Mr. Bachman said
and liability insurers have been aggregate limits of the expiring agents and regulators are having St. Paul would be ready to implement the new policy 30 to 60 days
working on the new CGL forms for claims-made coverage trouble determining what the after state regulatory approval The insurer is shooting for an effec-
about 10 years, *they waited until Regulators also have expressed claims-made policy covers, Just tive date of March 1.
the 11th hour to get input from in- concern about the availability of think of the confusion it Will cause There are three major differences between St Paul's form and
surance regulators " claims data to CGL policyholders the buyer " ISO’'s form.

ISO "took the regulators for Without this information, regula- Regulators also note some buyers - St. Paul's form mandates reinstatement of the policy's full ag-
granted" and assumed that states tors say, policyholders cainnot make won't understand what triggers gregate limits when the pollcyholder buys extended reporting period
would approve the new claims- an Informed decision on whether to coverage under the claims-made or "tail" coverage. ISO's form leaves reinstatement of policy limits
made form, Mr Jones said, though purchase tall coverage form Unlike an occurrence policy, for tail coverage up to the insurer.
he noted that problems in the prop- Regulators want ISO to Include a which is triggered by an occur- » Reporting of an incident triggers coverage under St Paul's
erty/casualty industry have provision in the claims-made policy renee or incident that results in a claims-made policy form, rather than requiring that the policy-
prompted regulators to take a much requiring insurers to provide poh- claim, the claims-made policy is holder receive a claim demand to trigger coverage
closer look at policy filings Other cyholders with loss information triggered only by the actual filing « Multiple claims from a single event are charged to the policy in
regulators say buyers' concerns and claims data of the claim And, the claim must force at the time a claim for that event is first filed, under the St.
prompted the scrutiny "When the insured purchases the be filed during the policy period to Paul form ISO's form allows claims stemming from one event to be

Regulators also complain that tail, we feel strongly that he should trigger coverage charged to more than one policy.

ISO proposed a revision of the CGL know what he's getting,” said ISO attempted to address regula- St. Paul's form also contains several other minor differences from
form that would include defense Roger Langley, manager of the fire tors' concerns about the coverage the 1SO policy form, according to Mr. Bachman

costs within policy limits before and casualty division of the North trigger u hen it revised the claims- -BY Robert A Fintayson
regulators completed their review Carolina Department of Insurance made form in October by addmg an

of the claims-made proposal State regulators also oppose the automatic, five-year extended re-

"ISO riled a lot of us by submit- current claims-made proposal be- porting period if a policy's retroac- of the form's retroactive date and canceled or not renewed for rea-
ting the defense cost amendment cause they believe the contract is tive date is changed The extension "laser" endorsements sons other than non-payment
before we had finished with the too complicated for many buyers provides coverage for incidents re- The retroactive date endorsement Michigan's Mr Humpsted says an
claims-made form," said John They say its use should be reserved ported to the pohcyholder or in- allows the insurer to exclude cover- insurer that faces losses if a policy-
George, director of the Alaska De- for certain types of risks surer within 60 days of the prior age for incidents that occur before a holder buys the optional tail cover-
partment of Insurance "The claims-made form is in- policy's expiration, as long as the certain date, while the various laser age could reduce ItS exposure by

After some prompting by the Na- herently different from any form formal claim is filed within five endorsements can be used to ex- canceling coverage should a policy-
tional Assn of Insurance Commis- of insurance coverage the insured years and no other coverage 8 clude coverage for particular prod- holder Inadvertently overlook the

sioners, ISO is delaying filing the is hkely to be familiar with, and the available (Bl, Dec 30,1985) ucts, incidents or locations due date of a premium notice
defense cost amendment until at insured’s perception of the cover- But some regulators say this does Virginia Insurance Commis- New York and lllinois also sup-
least Feb 15 (Bl, Dec 23, 1985) age is, therefore, likely to be col- not go far enough sioner James M Thomson says he port this requirement

The technical changes regulators ored by such previous experience," Ohio's Mr Jones said the cover- will not approve laser endorse- = North Carolina wants insur-

are seeking in the claims-made Ronald C Humpsted, special dep- age trigger is much too complicated ments unless ISO includes a signa- ers' assurance they will provide
form are largely embodied in uty commissioner of the Michigan for the average insurance buyer to ture line indicating the policy- statistics to allow states to deter-
model policy language approved Insurance Bureau, wrote in an understand "I've sat m on 15 hours holder's acknowledgment and ac- mine what types of risks are writ-

last month by the NAIC order rejecting the form. of meetings with 1ISO, and | still ceptance of the endorsement ten on claims-made forms
Regulators demanded adding a "Thus, the reduction in coverage don't know what triggers a claim Besides these major concerns, Mr Langley says the statistics
provision mandating the insurer to will not be readily apparent to in- Mr Jones says that before Ohio regulators have expressed other would enable the state to make sure
reinstate aggregate policy limits sureds, and gaps in coverage are will approve the form, ISO must worries about the férm insurers do not use claims-made
when the policyholder buys the likely," Mr Humpsted said "Many make it absolutely clear how cover- - Regulators in several states coverage for small businesses
"unlimited" tail coverage endorse- insureds will be under the im- age is triggered "The policyholder want a provision added that re- - Regulators in Washington

ment, which provides an unlimited pression that they have received shouldn't have to have a lawsuit in quires insurers to offer tail cover- state want ISO to explain how
time period in which to file claims another bargain from their insurer, hand and a lawyer by his side to age to policyholders canceled for money reserved for expected
The tail coverage as written now, as has been the case in recent years trigger coverage " non-payment of premium claims will affect the aggregate
however, can be limited to the orig- of cash-flow underwriting " Most of the regulators that re- Under ISO's proposal, insurers limits available if the policyholder

inal policy aggregate limits or to Regulators also contend the Jected the claims-made form also are only required to offer tail cov- buys the tail coverage
whatever reinstatement the insurer problems the claims-made CGL is have raised concerns about the use erage to buyers whose coverage is For example, if a company has a
$1 million claims-made policy and
the insurer sets up a $500,000 re-
serve for an expected claim, is the
buyer only entitled to $500,000 in
tail coverage9 asks Deputy Com-

CONTROLLING RISKS VS. PROCESSING CLAIMS: missioner David H Rogers
= Virginia officials are con-
cerned about the impact claims-
made policies will have on guar-
WHEN IT'S YOUR MONEY AND YOU WANT TO CONTROL YOUR COST OF RISK, anty funds

In particular, the department
wants to know if a state guaranty
fund will be tapped to provide tall
coverage to a claims-made policy-
holder whose insurer is declared

CALL sISs!

Providing: Serving; insolvent, explains Mr Thomson
While most of the states that
- Claims adjustment services - Self-insureds :lavedrjdectt)eq th{a clalms;ma:e
. orm did so issuing an order de-

- Independent claims audits * Group self-insureds " y 9

. L . . scribing why, New York told ISO
- Program management and major case supervision - Deductible and retention plans that it would establish minirmum
- Loss prevention surveys, consulting, training, audits - Captives standards that all claims-made poh-
- Property engineering - Associations cies must meet These standards,
- Information systems » Self-administered programs which were released by Mr Cor-
- Actuarial services < Public accountants coran in October, will be promul-
- Cost of risk allocation models - Agents and brokers gated as regulations in February,

said an Insurance Department
spokesman (Bl, Oct 28, 1985)

In addition, the Tennessee De-
partment of Commerce and Insur-
ance, which has approved the ISO
claims-made policy, will propose
next month new regulations pat-
terned after the model claims-made

« Group and association program management * Insurance companies

SIS has a proven track record of client savings through thorough claims handling and coordinated loss control services that pin-
point problems. In addition, we offera wide range of unbundled claim and loss control services. If you use another independentad-
justing firm to process your claims, our Claims Management Division will direct their activities and manage your major claims.

For more information or our free brochure, contact language adopted by the NAIC,

says Commissioner John C Neff

President .
The proposed regulations would

Self-Insurers Service, Inc. require insurers to provide polley-
10 S. Riverside Plaza holders with certain loss data 30
Chicago, lllinois 60606 days after a notice of cancellation
(312) 559-2300 or non-renewal, give pohcyholders

30 days after cancellation to pur-
chase tail coverage, and require
Regional Offices: Chicago New York Atlanta Toledo Reno Los Angeles Santa Clara Kansas City Las Vegas that a specific percentage of aggre-
gate policy limits be reinstated
when tall coverage is purchased .



Insurer capital

Continued from page 2
its policyholder surplus to about
$40 million.

« Signet Reinsurance Co., based
Convent Station, N.J., which re-
ceived a $12.5 million capital infO-
sion after its parent company, W.R.
Berkley Corp., sold $40 million in
convertible debentures. Signet now
has a policyholder surplus of $27.5
miillion.

Two other insurers also benefit-
ted from the Berkley offering. Ad-
miral Insurance Co., a Cherry Hill,
N.J., Berkley unit received $7.5
million, increasing its surplus to
about $38 million. And, Carolina
Casualty Insurance Co., a Berkley
affiliate based in Jacksonville, Fla.,
received a $6 million infusion, in-
creasing its policyholder surplus to
about $15 million.

- Hansa Reinsurance Co. of
America, which received a $10 mil-
lion infusion from its parent com-
pany, Hansa International Insur-
ance Co. in Stockholm, Sweden, in-
creasing its policyholder surplus to
$20.5 million.

- Zurich Reinsurance Co. of
New York, which received a $9
million infusion from Zurich Insur-
ance Co. of Zurich, Switzerland
Zurich Re now has a policyholder
surplus of about $21 million.

« Warwick Insurance Co., based
in Morristown, N.J., which last
month received a $4 million contri-
bution to its policyholder surplus
from its parent company, Warwick
Insurance Managers, which had
earlier raised the funds in a com-
mon stock offering (Bl, Nov. 25,
1985). Warwick Insurance Co.'s
surplus is now an estimated $8.7
miillion.

An AIG spokesman says pro-
ceeds from the AIG stock offering
will be added to general funds to be
used for "general corporate pur-
poses, including possible invest-
ments in, or extensions of credit to
subsidiaries.”

In addition to last month's offer-
ing, AIG netted $287 million during
last year's third quarter when it
sold 3.45 million shares of common
stock (BI, Dec. 2, 1985).

AIlG could not furnish data on its
year-end 1985 polityholder surplus.
At the end of 1984, AIG's aggregate
policyholder surplus totaled $1.6
billion.

An Aetna spokesman said the $75
million in proceeds from its stock
sale will go toward "general corpo-
rate funds, to support its base insur-
ance, primarily the property/casu-
alty lines, as well as its financial
services businesses.”

Aetna, whiph reported a policy-
holder surplus of $1.1 billion as of
Sept. 30, could not estimate its
year-end surplus.

Skandia America's president and
chief executive officer, James F.
Dowd, said his company would in-
crease its premium volume as a re-
sult of the $50 million infusion, al
though "we're not looking to em-
bark on anything new."

Over the last 18 months, he says,
Skandia America "has become in-
creasingly restrictive" on what
business it will accept, Mr. Dowd
said, and it plans to continue on this

Gerald L. Friedman, chairman
and chief executive officer of FGIC
Corp., parent company of Financial
Guaranty Insurance Co., said it will
use the $38 miillion in new funds to
support premium growth.

The funds were contributed by
FGIC Corp.'s owners: General
Electric Credit Corp., General Re
Corp., Kemper Group, Merrill
Lynch & Co., J.P. Morgan & Co.
and Shearson Lehman Bros.

Financial Guaranty, which spe-
cializes in insuring tax-exempt mu-
nicipal bonds, also received a $19
million capital infusion last March
and an additional $45 million infu-
sion in June. An additional $25
million infusi6n is planned for next

month.

Mr. Friedman says the insurer

expects to have $400 to $500 million
in capital and surplus "within the
next year or so."

Evanston Insurance Co. will use
its $22.5 million capital infusion to
write more business, says Joseph J.
Prochaska Jr., chairman and chief
executive officer of Shand, Mora-
han & Co., an Evanston-based un-
derwriting manager. Shand, Mora-
han owns 52% of Evanston Ser-
vices, Evanston Insurance Co.'s
parent, and manages the surplus
lines insurer's operations.

Philadelphia Reinsurance Corp.'s
president, Willem K. Dikland, says
the company will not write against
the $15 million capital infusion
"right away. "

Although the company will con-
sider new business, "that is not our
primary objective," he said.

The new funds "will be used to
strengthen our overall market po-
sition. It will basically be used first
for strengthening our image" he
explained.

Signet's $12.5 million capital in-

fusion will be used to "support ex-
pansion of existing treaty opera-
tions and its entry into the faculta-
tive market," according to an offi-
cial at W.R. Berkley, Signet's par-
ent

Charles E. Erickson, Signet's ex-
ecutive vp, says about 60% of the
reinsurance the company assumes
is for commercial risks. The com-
pany generated about $20 million
in net written premium in 1985.

Admiral's $7.5 million capital in-
fusion will enable the surplus lines
insurer to increase its writings in its
specialties, which include profes-
sional liability coverages and fi-
nancial guarantees for real estate
tax shelters, says Admiral Presi-
dent Michael J. Snead. The com-
pany generated about $45 million
in net written premiums last year.

Admiral, which is the largest in-
surer owned by W.R. Berkley, had
also received a $10 million capital
infusion from its parent last year
(Bl, Aug. 12, 1985).

James C. Blanton, president of

Escalating prescription drug costs are

today's greatest problem in employee benefit

plans.

MEDCO's Total Approach is a unique

solution. Here's how it works.

THE SOLUTION

A mail service prescription drug program

administered by National Pharmacies, Inc.
combined with a total package of program
quality control, superior customer service,

flexibility in plan design and educational

programs are offered to our clients who

benefit from:

* lower prescription drug costs
= improved drug plan benefits

But what about emergency medication

needs which require immediate attention?
PAID Prescriptions, an affiliate of MEDCO,
provides a plastic prescription drug card to
obtain emergency medication-all within
MEDCO cost containment guidelines.
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Carolina Casualty, which received
a $6 million infusion from Berkley,
says: "We will probably increase
our writings in 1986."

Carolina Casualty, which special-
izes in long-haul trucking, gen-
erated an estimated $30 million in
net written premiums last year.

Hansa Re and Zurich Re's capital
infusion represents "a good oppor-
tunity to expand our business," says
Ake H. Brandin, president of Stel-
laRe Management Corp. in New
York, which manages both com-
panies.

Now that the property/casualty
market has turned, he says, "We
want to take advantage of it in
writing new business.

"We're basically going to write
the same business as before,” but
more of it, he says. The two com-
panies, which combined wrote
about $21 million to $22 million net
premiums in 1985, will increase the
volume to as much as $35 million in
1986.

Warwick Insurance Co., which

received $4 million from its parent,
plans to increase the amount of
new business it writes as well as
work on "business development”
plans, says a spokesman for the in-
surer, whose two biggest lines are
workers compensation and com-
mercial multiperil.

"It's mostly going to be just add-
ing on new customers," he says.

Late last week, Transatlantic Re-
insurance Co. in New York re-
ceived a $20.8 million capaital infu-
sion from its parent companies,
which inlcude AIG, increasing its
surplus to $104.3 million.

Transatlantic -Re President Rob-
ert M. Huggins said the reinsurer
received the capital "because we
see favorable market conditions
and we want to maximize our abili-
ties" to participate in them.

Of the $20.8 million, $13.2 million
was contributed by AIG subsidiary
American Home Assurance Co., he
said. The capital contribution
boosts AIG share of Transatlantic
Re to 49.99% from 47.2%. =

"THE TOTAL APPROACH" IS THE BEST.

MEDCO has been No. 1 in the mail service

business since its inception 16 years ago, and
is the only company to offer an integrated
emergency medication alternative.

MEDCO provides prescription drug cost
containment programs to nearly 500 major
corporations, health and welfare funds, third
party administrators and retirement plans.

It can help you contain your prescription

drug costs.

WEKkite or call The MEDCO Group Marketing

Department for details today

THE MEDCO GROUP

1900 Pollitt Drive, Fair Lawn, NJ 07410-2801 1-800-272-7243
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eligible to receive two-thirds of their gross Mr Poulson said Kerr-McGee carries no decontamination procedures
Ke rr—MCG ee cove rage pas, not to exceed $217 per week, she Sa?d business interruption coverage but added, The report dic?not stand in the way of the
Continued from page 2 As of last Wednesday, no workers comp "We believe any commitments can be filled plant's license renewal, which is valid until
kered by C L Frates & Co in Oklahoma claims had been filed as a result of the acci- from our existing inventory" while the plant 1990
City, she said dent, the spokeswoman said is shut down It can only be reopened by The NRC spokeswoman said it is unclear
Spokesmen for Kerr-McGee and C L Mr Poulson would not disclose the amount order of the NRC, he added whether the method workers were using to
Frates would not comment on the un- of the company's self-insured retention for Last September, the NRC issued a safety release the gas from the cylinder that rup-
derwriters of the excess workers compensa- liability risks, but he said it was substantial evaluation report as part of its licensing re- tured was unapproved
tion coverage enough to handle any claims from the acci- newal procedure that listed 15 safety viola- "We would expect them to look at a proce-
The spokeswoman at the workers compen- dent tions a* the plant over the last eight years dure that would do It safely,"” she said "But
sation court said state law requires Kerr- "l think there will be some (legal) action, Although the report termed the violations it's too early to say if it was a violation "
MeGee to pay a $1,000 benefit that would but again, it's going to be of the size that excessive, a spokeswoman for the NRC said Kerr-McGee is perhaps best known be-
apply to costs of the burial for the man who rea”y would not exceed our SIR," he said the violations were "not too serious cause of publicity surrounding the case of
No claims had been filed as of the middle "You would be hard-put to find many 11- Karen Silkwood, a worker who became con-
Because the victim was unmarried, no of last week, he added censees that have not had that many viola- taminated with plutonium in 1974 while em-
other workers comp benefits would be pay- Mr Poulson refused to name the com- tions over that many years," she added ployed at another of the corporation's plants
able unless he had minor children, the pany's excess liability insurers or limits of the "Maybe The writer of the report felt it was too Ms Silkwood became an activist who created
spokeswoman said coverage, saying only that it was written in many or some of them were repeat viola- controversy over safety conditions at the
Law also requires the company to pay 100% North American and London markets tions * plant
of the medical costs of employees who were Shortly after the leak, the Nuclear Regula- The violations cited in the report included She was killed in a car crash soon after she
treated at the hospital And, employees who tory Commission closed the plant to investi- improper posting of signs, failure to survey began her efforts to prove there were unsafe
miss more than three days of work would be gate the accident uranium levels m some areas and inadequate conditions at the Kerr-McGee facility

died in the accident
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forwarded daily
HELP WANTED

MGA Seeks Ceding Company

Natl MGA, with solid book of 5 oner

AGENCY MANAGER

Would you like to run a large

ty oriented pkg business and existing agencyonthe San Francisco Pen-

reins treaty, seeks ceding company
Pls reply to
Box 1939 Business Insurance

740 Rush St , Chicago, IL 60611

MGA Forming | IE /N VIE Synds
Reins treaty in place for prop pkg
business seek investors, particularly
wholesale brokers Exclusive state
production rights offered Pls reply
to
Box 1939 Business Insurance
740 Rush St Chicago, IL 60611

MARKETING/SALES EXECUTIVE

insula'> We want to hear from you
Send your letter to

Box 1937, Business Insurance
740 Rush St, Chicago, IL 60611

OPPORTUNITY

for an aggressive and hard working m
dividual with 5 to 15 years 01 agency ex-

Nationwide dental consulting firm penence seeking to find a significant

seeks marketing/sales executive with
minimum 5 years experienceselling to
Fortune 500 companies and the insur
mee industry Applicant must un

equity position in a strong Southeastern
insurance agency This individual should
have proven sales and agency manage-

der
stand insurance business, dental back Mentexperience Send resume to

ground a plus Must be willing to trav-
el, bright and an aggressive go-getter

HALES & ASSOCIATES, INC.

forourexpanding company Excellent 8 Piedmont Center, Suite 620

salary & commission, 100K possible
for top salesperson Send resume in
confidence to B Dillon, 315 Fifth
Ave , 6th floor, NY, NY 10016

Business Insurance

Circulation

Breakdown™

Commercial Consumers

Administrative:

CEO's presidents and owners 2,531
Vice-presidents general managers
and other administrative personnel

2.547

Financial

Chief financial officers and vice-prest-
dents of finance 2075
Secretaries, treasurers, controllers

and other financial personnel 6.886

Risk/employee benefits

Vice-presidents, directors, managers,
and other related department person-
net of insurance, risk, employee bene-
fits, personnel compensation, pen-
sion, safety, security industrial reta-

tions human resources and employee/

labor relations 8,048
Sub-total 22,087
Associations 804

Government, unions and educational

systems 1030

Commercial Consumers
Sub-total 23,921
Insurance agents and brokers 9.548

Insurance companies 6,089

Financial institutions 536

Actuanes, attorneys, adlusters, ap-

praisers and consultants 3,464
Others allied to the field 1320
TOTAL 44,878

" Source Business/Occupational
breakdown of qualified circulation
May 6 1985 issue, as submitted to BPA
for June 1985 BPA Publisher's State-

ment

Atlanta, Georgia 30305

(Al inquiries are confidential)

INSURANCE
ATTORNEY

Assist general counsel, with
emphasis on liability claims
Ideal candidate should have five
years claims litigation exper,-
ence Ability to handle pleadings,
discovery and trial as well as su-
pervise retained counsel Expo-
sure to medical malpractice
would be helpful Experience m
supervision of claims examiners
a plus Ability to write and com-
municate clearly essential Can-
didate should be admitted to the

N Y Bar or have credentials for
rapid admission Relocation to
within commuting distance re-
quired Please send resume with

writing sample and salary history
to President, Frontier Insurance

Company, 217 Broadway, Montl-
cello, New York 12701

An Equal Opportunity Employer

Assure

yourself top
quality
employees-
Advertise
your
openings
in the
Business
Insurance

Classifieds.

Vice President

Vice President for insurance underwriters firmrm needed to
compile and design mortality tables and disease statistics
and use that information to design life. accident and health
insurance plans Design financial plans and quote life Insur-
ance for individuals and groups Handle design, calculus
and administration of group pension and fringe benefit
plans Administrative responsibility for marketing, planning
and sales operatiors Undertake risk evaluation and un-
derwriting activities on behalf of company 40 hours per
week $48,000 per year Applicants must have MBA a
thorough knowledge of all aspects of the insurance busi-
ness, ability to use Basic and Fortran, 2 years experierce or
4 years experience in insurance underwriting, calculating,
evaluation, plan administration Applicants contact Texas
Employment Commission, Houston, Texas, or send resume
to
The Texas Employment Commission
TEC Building
Austin, Texas 78778
J.0.#4274382

Ad paid for by equal opportunity employer

VICE PRESIDENT
INSURANCE DIRECTOR

EQUIBANK is seeking an Insurance Profess onal to direct
its Corporate Insurance Department We require a knowl-
edgeable, aggressive individual with 7-10 years experience
in Employee Benefits, D & O, Bankers Bond, etc Will direct
Credit Life and A&H Programs, as well as developing other
insurance services, such as large liability credit life

Equibank offers an excellent opportunity for continued
growth and advancement along with a competitive com-
pensation package

Submit resumes in confidence to

Judith E. Yankovic
Senior Vice President
Human Resources
Equibank

Two Oliver Plaza

Pittsburgh, PA 15222

iquibank

An Equal Opportunity Employer M/F/H/\V/

GROUP HEALTH INSURANCE SALES MANAGER

Dynamic, motivated individual being sought to
head the Sales Department of a large TPA Mar-
keting Firm for several major carriers on both
fully-insured and self-funded basis Our prod-
uct line ranges from 2+ lives dealing with inde-
pendent brokers on a direct basis Competitive
and expanding rapidly, weare looking forsome-
one to keep our pace and direct all divisions of

the sales area

All responses held in confidence

Submit resume and salary requirements to'

BA

IBA Inc.
Fran Gaik
5600 S. Wolf Road

Western Springs, IL 60558

CASUALTY-PROPERTY CONSULTANT

Indianapolis-based independent consulting firm,
operating nationwide, has opening fora person hav-
ing at least 10 years' commercial insurance experl-
ence with thorough grounding in large property/
casualty lines Risk management, self-insurance and
captive operations experience a plus Excellent com-
munications skills, both writing and verbal, required
and ability to work with top executives of our broad-
based clientele Send resume with salary history to

Box 1938, Business insurance
740 Rush St., Chicago, IL 60611

LOSS CONTROL ENGINEER (CORPORATE)

One of the nation's largest fully integrated gas systems is
seeking a Loss Control Engineer to assist in the implemen-
tation and monitoring of loss control programs Will also be
responsible for hazard identification and design of control
systems Candidates should possess aBS in engineering
(safety or fire engineering preferred) or related science and
have a minimum six years experience with OSHA and DOT
regulations and NFPA and ANSI Standards CSP and PE
preferred HPR, EPA, Minerals Management and hydrocar-
bon experience (including fammarity with APl Standards)
areall pluses We offer a competitive salary and an excellent
benefits package

Send resume, salary history and requirements to

Coordinator, Industrial Relations
Consolidated Natural Gas Service Company
Four Gateway Center
Pittsburgh, PA 15222

Equal Opportunity Employer, M/F/H

SALES OPPORTUNITIES

CNA INSURANCE COMPANIES' evolution from industry
pioneer to dominant leader in today's marketplace has been
underscored by an ongoing commitment to professionalism We
are currently seeking talented and ambitious Individuals to commit
their expertise toward our continued growth

The selected candidate will have the proven experience in in-
surance sales to successfully market group long term disability
and AD&D plans through agents and brokers in an assigned ter
ritory Sales management opportunities exist in Atlanta, Los
Angeles and San Francisco There ts also a Senior Account Ex
ecutive position available in New York

CNA's resources, total compensation structure (base salary, incen
tive compensation, company auto) and benefits package
demonstrate our commitment to providing challenging and rewar
ding opportunities If you are a results-onented sales professional
with solid experience in marketing Employee Benefit plans, we in
vite your inquiry Please call or send confidential resume to

Susan B. Chilton, CNA INSURANCE COMPANIES, CNA Plaza-41
South, Chicago IL 60685 (312) 822 7477 Equal Opportun,ty
Employer M/F/H/V

CNA

For All the Commitments You Make
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Self-insurers assessed self-insurers are paymg the assessment A dispute between the security fund and Cer- Pl ne Top su |t
"It's one of those things that's a part of doing tified's bankruptcy estate over entitlement to
Continued from page | business in self-insurance in the state," says Greg proceeds from the sale of securities Certified de- Cont:nued from page 1
When assessment bills were mailed last month Vach, regional director of work comp for Ralston posited with the Office of Self-Insurance Plans The complaint does not specify
by the Office of Self-Insurance Plans, the fund Purina Co in San Diego Ralston Purina, based was recently settled, giving the fund access to the total premiums or losses gen-
had a balance of about $600,000, reports Joseph in St Louis, self-insures its workers comp expo- $400,000 erated by the carnival and associa-
E Markey, legislative advocate for the Califor- sure in about 40 states But, the fund can gain access to the money only tion program business, and no one

nia Self-insurers Assn Fund directors are empowered to make indi- under certain conditions, among them that the involved in the litigation would

The fund estimates its total ultimate liabilities vidual assessments of 15%, to a maximum of 2% money must be earmarked for employees of Certi- provide the figures
at $4 million, according to Paul Bayer, chairman per year Since this assessment technically took fied and not paid to workers of the three other Charging violations of the fed-
of the fund and manager of group benefits at effect Dec 15, 1985, the fund could turn to em- employers Prior to this, surety bond or security eral Racketeer Influenced and Cor-
Crown Zellerbach Corp in San Francisco ployers before this year is out for a 1986 assess- proceeds from the four businesses were pooled to rupt Organizations Act, Pine Top

Between 600 and 700 companies must comply ment if required pay outstanding claims against any of them could recover triple its $21 million
with the assessment, but when recognizing subsi- While this assessment is expected to cover lia- "We can live with that restriction,” Mr Mar- demand for actual damages
diaries, affiliates and branch offices, some 1,500 bilities due this year, if claims accelerate or more key says In addition to charging common
self-insurance certificates are affected self-insurers go bankrupt with insufficient funds Lee Way now has about $1 2 million in out- law fraud, breach of contract and

Denny's Inc, the La Mirada, Calif, restaurant to pay workers compensation claims, additional standing liabilities, with only about $200,000 re- negligence, the suit also seeks an
chain, for example, has about 143 certificates of assessments may be needed, Mr Markey says maining in its bond, which was issued by St Paul injunction barring several insur-
self-insurance for its various locations, notes Mr Despite the Office of Self-Insurance Plans' ef- Fire & Marine Insurance Co ComCo has paid out ance companies named as defen-
Markey, who is also the fund's secretary/trea- forts to monitor self-insurers' financial positions, about $124,000 in benefits since it was assigned dants from drawing down on let-

surer Mr Anderson predicts other companies with de- Lee Way's claims Nov 1, according to Robert J ters of credit posted by Pine Top as
If a current self-insurer does not pay the as- pOSItS insufficent to pay claims will go under in Ellison, executive vp in Los Angeles reinsurai'lee security
sessment, the Office of Self-Insurance Plans will the future Many self-insurers expressed surprise and Two Howden underwriting com-

proceed to take away its certificate, said Richard "There's no question in my mind that we'11 confusion when they received their bills, which panies have drawn down about $2 3
S Anderson, manager of the office in Sacra- have some more," he says "That's just the nature were accompanied by an explanation by Mr million under letters of credit since

mento But it is highly unlikely that an employer of the animal " Bayer They were warned, however, by articles last October, after Pine Top pre-
would risk his right to self-insure by ignoring The self-insurers' security fund was initially m insurance magazines and CSIA's newsletter sented A&A and Howden officials
the assessment, observers agree created to assist injured employees of California Both Mr Bayer and Mr Markey report receiv- with what it said was evidence of

If a former self-insurer does not pay its assess- Canners & Growers, a self-insured cooperative ing calls from work comp managers seeking an fraud
ment, fund directors say they will explore their whose $2 1 million surety bond posted with the explantion of the fund and how It works Many A&A and the other defendants

legal options The law creating the fund permits state fell short of an estimated $3 million in work seemed unaware of the fund's existence have not yet filed answers to the
the fund to assess companies that have stopped comp liabilities when it went under in 1983 (BI, But, those who have followed the fund's acti- lawsuit
self-insuring in the three years prior to an assess- April 9,1984) vities voice support for it However, John A. Bogardus Jr,
ment, but it does not establish sanctions against The fund has since had to respond to three "It's a primary example of self-insureds clean- A&A's chairman and chief execu-
those who don't comply other self-insurers that failed without enough ing up a potentially difficult situation in an ad- tive officer, said in a statement that
About 40 companies that formerly self-insured assets to pay workers comp claims These are mirable way," says Thomas Youngdale work the Pine Top complaint is "without
have been sent assessment notices Certified Alloy Products Inc of Long Beach, comp supervisor at Chevron in San Francisco merit," characterizing the RICO
California requires that companies that no IML Freight Inc of Salt Lake City, and, most He calls the fund a "workable solution” and charges as "highly suspect "
longer self-insure workers compensation or go recently, Lee Way Motor Freight Inc of Okla- says the assessment is reasonable "Their unsubstantiated allega-
out of business after self-insuring the risk main- homa City (BI, April 15, 1985) "Those who know the purpose of the fund un- tions against present Howden em-
tam deposits with the state to cover outstanding Cal Canners still faces $2 million in outstand- derstand the need for assessment,' observes ployees are particularly reprehen-
liabilities Therefore, the fund can find these ing liabilities, estimates Thomas R Leonard, Crown Zellerbach's Mr Bayer sible,” Mr Bogardus added, refer-
companies to assess them president of Associated Claims Management Inc The fund's assessment is a small price to pay to ring to the lawsuit's allegations that
While almost all the assessments are due in Walnut Creek, Calif, which is handling protect the self-insurance concept in general and three current Howden officials par-
Wednesday, due to a paperwork error by tem- claims against the company to self-insure in California in particular, he says ticipated in the alleged scheme
porary clerical help, about 50 employers received Associated Claims also is administering claims Crown Zellerbach's assessment is about $5,000 None of the three 15 named as a de-
their notices late and therefore will have until against IML, which faces 80 open claims with For the lumber and paper concern California fendant
Feb 5 to make their payment, Mr Anderson future liabilities of $400,000, estimates Mr Leon- is among the states charging the least m fees for "For some time A&A subsi-
said ard the privilege of self-insuring, he notes diaries have been attempting to

While fund directors hear grumbling from Claims against the other two businesses, Certi- Mr Bayer advises those workers comp manag- collect monies from Pine Top that
workers comp managers who resent having to fied Alloy and Lee Way, are being administered ers who might resent the assessment to compare are due and owed to our clients and
pay for the mistakes of other businesses, most by ComCo Management Inc in Placentia, Calif it with the cost of commercial insurance Contznued on next page

CIGNA settles Acmat suit

Continued from page 2
orate on the settlement statement

"There is a good relationship between the two companies," said Henry
W Nozko Jr, Acmat executive vp, adding that the settlement "is a very
sensitive issue "
However, according to Industry sources, Acmat also may have received
additional cash payments and legal expense reimbursements from CIGNA
The coverage CIGNA provided included workers compensation, general
hability and commercial automobile insurance .

Acmat was subsequently able to obtain new insurance with Great
American Surplus Lines Insurance Co of Cincinnati and two other excess
insurers, but at a substantially higher cost (BI, April 8, 1985)

According to Mr Nozko Sr's statement, the actual buyer of the Acmat
stock is Aetna Insurance Co Aetna is a former subsidiary of Connecticut

General Corp that became part of CIGNA in 1982 when INA Corp and I I S
Connecticut General merged to form CIGNA
Recently, CIGNA announced it had agreed to transfer its rights to the
trade name "Aetna" to Aetna Life & Casualty Co for an undisclosed sum
"The settlement indicates that m CIGNA's view, it didn't want to struc-
r i e P i i [ rdj ' '
tg David J O'Leary; diractor of researct for Fox-Pitt K&ttt e , an insti-

tutional brokerage firm specializing in insurance stock research Th ro u g h
"They didn't want to establish a precedent," should there be any similar
lawsuits in the future, he said American Educational Institute, Inc.

Mr O'Leary also said that continuing consulting and contracting ser-
vices between the companies could benefit CIGNA if it again begins insur-
ing asbestos abatement contractors

CIGNA would be able to rely on Acmat's technical expertise and advice

on loss control, he said Claim Law courses in:
For Acmat, the settlement represents an approximately $1 million capi-

tal infusion that could assist it m the operation of a new insurance com- L Legal PrinCipleS

pany it has created with other investors to specialize in asbestos contrac- . .

tors, Mr O'Leary added e I—lablllty
Mr O'Leary, whose firm has studied the new insurer, United Coastal

Insurance Co, says that because Acmat can choose which contractors to © Property

insure-such as those most responsible and technically advanced-it ° Workersl Compensation

should face few, if any, third-party personal injury losses from asbestos

exposure, and become very profitable
"The profits it is going to make will be enormous," he said For more information,
Nevertheless, Mr O'Leary said there was no question Acmat was da- .

. A call toll free:

maged through loss of business by CIGNA's cancellation, and that Acmat

did not come out ahead in the settlement 1-800-631-8183 or
Acmat's suit against CIGNA and three subsidiaries, which was filed in 201-766-0909

state superior court in Hartford last April, charged that CIGNA changed its

position several times on whether it would provide Acmat with insurance,

and as a result interfered with Acmat's business operations
CIGNA did not provide insurance even after it granted the company

excellent ratings following on-site inspections of performance and safety A' Y Ie ri Ca (@] Ed U Catl O N a I I N Stl tu te 5 I N C -
procedures at numerous Acmat projects, according to the suit
After losing its insurance, Acmat said, the company was placed in an P.O. Box 356 -« Basking Ridge N.J. 07920

assigned risk pool for workers compensation, its national prominence and
excellent reputation as a contractor in the construction business were da-
maged and it was not able to purchase enough insurance

In addition to asbestos removal, Acmat contracts on heating, ventilation,
air conditioning, plumbing and electrical projects

1-800-631-8183 or 201-766-0909
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Pine Top traces premium flow

Col,n
Primary Bird
Puckett, insurer Beacon
Amusement L Sheot= = 1
risks B.F.G.
Hagler
1 Toomey
Howden/ Howden/
Charman - Pine Top - Charman ANU I AN —
Mauduit Maudult
— Ala><
Atlanta international = D.uU. _
AZA/ (Drake Ins. Co. of N.Y.)
Association Wohlretch American Special Risk
programs & Anderson (Cranford Ins. Co.)
Ideal Mutual _ = rmiltc _
Source Pine Top vs Alexander & Alexander Services et al Chart Amy Palmer
Pine TOp suit - Alexander Howden Insurance Howden or its employees-includ- Insurance Department showed the year from gross premiums
Brokers Ltd ing Mr Bird-and which allegedly $256,000 recoverable on paid and written This allowed a profit com-
Continued from page 45 « Alexander Howden Services owned "a substantial beneficial in- unpaid losses from Pine Top mission on long-tail business that
our companies," Mr Bogardus said Inc, a US brokerage operation, terest"in Charman Maudult Lexington officials could not be ultimately produced underwriting
"It is most unfortunate that Pine and its predecessor firm, Wohlreich - BFG Toomey and Toomey reached for comment losses
Top has chosen this 1nflammatory & Anderson Ltd Associates (Bermuda) Ltd On the association business-pro- Mr Bird said that his binding au-
route to respond to A&A's claims - A&A of New York Inc = Southrock Ltd, another Brit- duced initially by A&A and thority included a deficit clause
against It " » Peter J Charman & Co Ltd, ish corporation through which Mr Wohlreich & Anderson-Pine Top that would adjust profit commis-
"It seems very strange to me that formerly Charman Mauduit Bird owned an interest m BFG acted as a reinsurer of the How- sions based on losses paid after the
when one party does what it is le- - Castle Court Ltd, a corpora- Toomey den-owned insurance companies end of a policy year He added that,
gally entitled to do with letters of tion through which funds were al- * Three Bermuda-based under- and Ideal Mutual, the suit says in any case, no profit commissions
credit, the other party files a RICO legedly transferred from Charman writing management companies, Howden and Charman Mauduit were ever paid on business he
action," added Ronald J Roessler, Mauduit to Howden including Alexander Underwriting acted as intermediaries on business bound
A&A's vp and general counsel Though the complaint identifies Agencies Ltd., which was Jointly flowing into Pine Top as well as on Mr Bird also noted that the 32 5%
American Special Risk held Pine Castle Court as a Bermuda-based owned by A&A and Howden, and Pine Top's retrocessions to Beacon allowance for brokerage commis-
Top letters of credit totaling $2 7 merchant bank, B G Chapple, Pine SDU Ltd and Hamilton Under- and Ajax, the complaint says sions was not unusually high for
million at the end of 1984 while At- Top's deputy managing director, writing Agencies Ltd, both owned Beacon and Alax were bound on treaty business and that it was in-
lanta International held $936,000, said that Castle Court Trust Ltd - by Howden the retrocessions by Mr Bird, tended to cover all of Beacon's pol-
according to annual statements which handled the funds in ques- * Howden-owned insurance BFG Toomey, Alexander Under- icy acquisition costs Pine Top kept
filed with the Delaware and New tion-is aUK -based depository in- companies, including Atlanta In- writing Agencies. SDU and Hamil- nearly a third of the allowance-
York Insurance Departments stitution that was liquidated in ternational Insurance Co and its ton, the suit adds 10%-as an override on all business
In addition to A&A Services, 1984 predecessor, Drake Insurance Co Pine Top's lawsuit charges that he bound, Mr Bird added
Alexander Howden Holdings and - Rydata Ltd, a British corpora- of New York, and American Sur- Howden and Charman Mauduit Howden received the 2 5% cover-
Mr Bird, the suit names tion owned at various times by plus Lines Insurance Co and its concealed material information holder's commission, Mr Bird said
predecessor, Cranford Insurance about the deals, including that "There was no personal gain in
co * Howden had an interest in this for anybody," he insisted
A&A announced last year that It Charman Mauduit through Rydata Pine Top may use the Beacon re-

would discontinue the Howden un- Howden formed Rydata as an in- habilitation plan, filed in Wake

i n S u ra n Ce Se rVi CeS g u id e derwriting operations centive for key employees, who County Superior Court in Raleigh,

* ldeal Mutual Insurance Co, used it as an investment vehicle NC,to support at least some of its
which is currently being hquidated The profits from the eventual sale arguments

by the New York Insurance De- of Rydata shares were subject to "The rehabilitator has deter-
LOSS CONTROL ENGINEERING STA R partment the U K 's relatively low capital mined that business placed with
by independent professionals The Pine Top complaint also gains tax rate, according to a source Beacon pursuant to the Colin Bird
FIRE PROTECTION and SECURITY INSURANCE names New York-based Citibank, who asked not to be identified binding authority was grossly un-
Now 7 offices in U S and Canada which issued letters of credit on Howden sold 100% of Rydata's derpriced, committing Beacon to
GAGE-BABCOCK & ASSOCIATES A NEW MICHIGAN Pine Top's behalf to the Howden stock to 11 employees, who in some coverages that were far in excess of
Ask for free brochure- 312/530-1494 PROPERTY & CASUALTY COMPANY insurance companies, and ldeal cases financed their purchases with Beacon's ability to pay," the plan
135 Addisqn, Elmhurst. IL 60126 1 DEDICATEDTOSERVING Mutual The bank is not accused of bank loans guaranteed by Howden, reads "In general, Colin Bird and
~* ASSOCIATIONS any wrongdoing in the suit the source said Mr Bird owned others at Howden did not act in
" GROUPS Pine Top stopped most under- 6 7% of Rydata good faith toward Beacon as die-
ATWOOD & CO. R s writing in 1982 and is now running Howden ultimately bought out tated by the fiduciary responsibil-
. Consulting Actuaries w AGENCY PROGRAMS off ItS business, according to Mr the employees' shares and liquid- ity undertaken by Colin Bird and
Reinsurance and Reserve Analysts Chapple at Pine Top The insurer ated the company, according to the Howden pursuant to the binding
for Captives, Self Insurers & insurers. INQUIRIES WELCOMED L e w
suffered underwriting losses of 19 4 source authority
18113 Polven Ave Southf Idcl\j Bhox 50;:086 5015 million pounds in 1984 and 252 At various times, Rydata owned The North Carolina department
R: ho B do, CA 92128 i , Michi - - . . . . . N
ane “;61:')”5;1?6049 outie (313')03'5%?:[)20 million pounds in 1983 on premium 10% to 15% of Charman Mauduit, also has questioned Mr Bird's rela-
income of 7 1 million pounds and Mr Bird confirmed tionship with BFG Toomey, ac-
18 3 milli ds, tivel "l doubt that anybody at Pine cording to V Lane Wharton Jr, a
ACTUARIAL RISK SERVICES. INC. WORKERS mitiion pounds, respectively nypocy N9 .
LOSS RESERVES After adding about 40 million Top knew, but | don't think it made - Raleigh, NC, lawyer representing
- Loss reserve analysts for insured and COMPENSATION pounds to reserves in those two any difference,” Mr Bird said of the department
self-insureds years, Pine Top finished 1984 with the shareholding The rehabilitation plan notes not
- Lo luati for individual | - . . . . . . N . .
(;’fnf ;ziimi;‘,:::r:gr:,uc;m?ec;vs'ezimc;i CLAIMS a fund for claims payments of 37 4 = Mr Bird had in interest in only Mr Bird's stock interest in
OCCUPATIONAL DISEASE SOFTWARE FOR million pounds BFG Toomey through Southrock BFG Toomey, but also a $50,000
- Analysts of Occupational Disease liability Greyhound Holdings Ltd contri- Mr Bird confirmed that he held loan Mr Bird received from the
reflecting specific Worker s Gompensation IBM PC XT OR AT buted an additional 227 million 10% of BFG Toomey's stock underwriting manager, Mr Whar-
« Actuarial evaluations of Occupational Disease pounds to Pine Top in February through Southrock starting in 1977, ton said
exposure All functions and state forms . . ' .
e - " 1985, according to the insurer's 1984 when the London brokerage was In addition,BFG Toomey was
- Preparation of comprehensive analyses corn- i
bining epidemiological financial actuarial and Insurance Software Packages, Inc annual report formed He added that he never re- found to have bound business for
insurance coverage information on Occ-lpa- 5118 North 56th Street The conspiracy alleged by Pine ceived any money or dividends Beacon in London, even though ItS
Robert K Briscoe President Tampa, Florida 33610 Top operated between January from the stock and that he had no contract with Beacon empowered it
111 Barclay Boulevard 813-621-6069 (FI) 1978 and December 1982 and in- interest in Toomey Associates (Ber- only to submit business to Beacon
Suite 100
Lincolnshire, IL 60069 800-237-8133 (U S ) volved the manipulation of "huge muda) with underwriting recommenda-
(312) 634-0098 streams" of premium income gen- *BFG Toomey bound busi- tions, according to Mr Wharton
erated by underpriced carnival and ness for Beacon and Alax in Lon- Mr Toomey denied that BFG
association product liability busi- don, despite the facts that Toomey Toomey bound business for Beacon
TEMPORARY CLAIMS ADJUSTING SERVICES P Y pite the i Y Y S
ness had no binding authority for Bea- m London, saying BFG Toomey
L . . ) . i Howden Insurance Brokers and con, and that neither insurer was acted only as a "contact office" for
Servicing Claims Statewide in California Chairman Mauduit presented most licensed to underwrite in the U K Beacon Mr Toomey-currently an
of these risks to Pine Top as "pack- - A&A and Howden owned executive with Washington Finan-

Workers' Compensation

age deals,"” in which retrocessions Alexander Underwriting Agencies, cial Services in London-added

Longshore and Harbor Workers' Act to Beacon and Ajax were already in SDU and Hamilton, and could use that he left BFG Toomey in 1982

Property/Casualty place, according to the complaint them to obtain placing broker's and sold his 25% share in the com-

. . . Pine Top wrote some of the car- commissions for Howden pany, which has since been liquid-
Inside and Field Adjusters nival business as a primary insurer, = Mr Bird had a binding au- ated

while on other risks it acted as a thority for Beacon that authorized The insurance department

Claim Netisnot an employment agency sothere

reinsurer of other primary insur- brokerage commissions of up to argues in its rehabilitation plan
is NO FEE FOR PERMANENT HIRING

ers Primary insurers reinsured by 325% of premiums paid to Beacon, that it may have sufficient grounds
. . . Pine Top included Lexington In- coverholder's commissions of an to deny claims on reinsurance con-
C/aim Net 3572 Hamilton Street Irvine CA 92714 18001 325-2125 surance Co, a unit of American In- additional 25% payable to the un- tracts bound through Mr Bird and
ternational Group Inc, according derwriting manager, and a profit BFG Toomey, Mr Wharton said
to one source who requested ano- commission of another 20% The Alternatively, the department
nymity profit commission, the complaint may ask for a ruling allowing it to
Lexington's 1983 annual state- says, was calculated yearly by de- recover claims payments from
ment as filed with the New York ducting claims actually paid during Howden, he added

for advertising,nformatior in the INSURANCE SERVICES GUIDE
Contact Beverly Kluxdal, 740 Rush Street, Chicagoi lllinois 60611
Telephone (312) 649-5340
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Insurance industry stocks zoomed last week

as the Business insurance stock index set premium rates or ex-
another record high. The index closed at penses, finding the proper
426 9 points on Jan. 8., up 6.0 po,nts from target to maximize mott- /

420 9 points on Dec. 31, the previous record.
Thirty-six stocks posted gains during the lat-

est trading period, 15 stocks declined and most public brokers w
seven were unchanged. The largest gains probably too conservative
were posted by: Fremont General Corp., up They did not make ade.

9.7%; Nobel Insurance Ltd., up 8.4%; Kansas
City Life Insurance Co., up 8.3%; Fireman's
Fund Corp., up 8.1%; and Northwestern Na-
tional Life Insurance Co., up 7.7%. The b,g-
gest declines were posted by: Zenith National
Insurance Corp., down 4.9%; CNA Financial
Corp., down 4.7%; Tokio Marine & Fire Insur-
ance Co., down 4.3%; Continental Corp; also
down 4.3%; and The Crump Cos. Inc., down
42%. The Business insurance index rose
1.4% during the latest period and outper-
formed the three major market indicators. The
Dow Jones 30 Industrials lost 1.3% during the
period, the Standard & Poor's 500 average
lost 1.6%, and the New York Stock Exchange
composite fell 1.1%

British Issues

1 Week
Price P/E Div Yield High-Low
Companies pence pence % pence pence
240 N/M 169 70 243-235
Gent Accident 730 33 2 31 4 43 740-727
Gdn Royal Exch 752 65 4 38 6 51 753-730
815 509 35 0 43 825-802
535 892 236 44 543-527

7 Jan

Comma Union

Royal

Sun Alliance

Brokers
CE Heath 670 87 37 5 55 672-662
Hogg Robinson 275 11 2 134 49 280-275
JH Minet 250 114 114 46 253-247
Sedg Grp 372 14 9 17 8 48 372-357
Stew Wrightson 700 13 5 32 8 47 705-693
Willis Faber 823 21 1 23 6 29 828--803

Source Philip Olsen/Alan Clifton, Insurance Industry

Specialists Kiteat & Aitken Stockbrokers, stocks He is a member of the New York So- most in the bag Are there any small cloudsgciﬁugrq

Bl Industry Stock Report

Broken

Alexander & Alexander Sves
Baldwin & Lyons Inc orc
Corroon & Black Corp
Crump E H Cos Inc

Emett & Chandler Cos Inc

ote
ote
Gallagher Arthur J & Co ore
Hall Frank B & Co Inc

Marsh & Mclennan Cos Inc
Poe & Assoc Inc ote

AGENTS/BROKERS AVERAGE 154 0

Conglomeratis a Holding Cos.

American Express(Firemang Fd) NYSE 52.25-14 167 1.36 26
Anderson Clayton(Ranger/PanAm) NYSE 56.00 09 38 9 1.32 2 4
NYSE 10.00 67 00 00O OO

Ar-co in.
Berktey W R Corp otc

CIGNA Corp

CNA Finl Corp (CNA)

General Re Corp

ITT (Hartford Group)
Sears Roebuck & Co (Allstate) NYSE 36 00-77 10 1 1
Teledyne Inc (Argonaut) NYSE 323 25 -2 2 70 000

Transaierica Corp

(Occidental & Fred S James) NYSE 33.00 -22 16 0 1.68 5 1

CONGLOMERATES/HOLDING COS AVERAGE 1z s

Im_u——

Aetna Liff & Cas Co NYSE 54 50 1
American General Corp NYSE 35 00 O
Aiern Heritage Life Invt Co NYSE 43 38 2.1
American Indty Finl Corp ot
American Intl Grbup Inc

1.2

NYSE 108 75 2.6 27 1 0.44

Aneco Reina Ltd otc
Avemco Corp

Business Mens Assurn Co Aier OTC

1, plans are mechanisms of motivation as well

ji incentive purpose If

Price % Chg P/E $ Div % YId High Low Vol (000)

NYSE 33.25 00 OO 100 30
71.00 1 1 15 7 O.80 1 1
NYSE S850 -29 791 1 00 17
2300 -4z 247 025 11
19 0O 41 32 8 0.00 0.0

49 00O 1 6 2a4.0 0.28 O &
NYSE 27.25 00 OO 000 0O
NYSE 84.25 34 20 1 2.70 3 2
1350 09 0O oS0 s5o

34.50 0 0107 8 0.32 0 9
NYSE 65.50 1 9 31 8 2.60 4 O

NYSE 61 50 —47 192 000 0O

NYSE 1022521 111 1 1.56 1 5 102.25 98.88
NYSE 37 75 -07 11 8 1.00 2 6

a
029
o
1975 13 OO0 112 57
075 0O 0O 00O oo

NYSE 3750 14 149 060 16
3113 Oa 87 104 =33
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Brokers budget with eye

for maximum motivation

By LEONARD M. WILSON

Special to Business Insurance

should stay at very low levels since tight world, profit center managers will have to be
markets do not offer too many alternatives to on their toes to look out for the unexpected
o clients » Complacency could be the major pitfall of
TT IS BUDGET TIME again in the world of The economy should be a modestly positive 1986 Otherwise, the year looks like another
linsurance brokerage Budgets or profit factor, expanding 2% to 3% in real terms In- nifty one for insurance brokerage
ventories and payrolls should rise Capital

spending may be a little stronger than the Reli I G
If goals are set too high, they undercut the consensus forecast ellance Insurance roup

I_9oals are set too low, In the realm of expenses, head count is Reliance Financial Services Corp, an affil-
less than full effort may be expended and slated to rise more rapidly An increase of 4% iate of Reliance Insurance Group, has sold
business may be lost to 5% year-over-year seems plausible Ex- Toronto-based Pilot Insurance Co to General
In times of rapidly moving variables like panding profitability once agam iS providing Accident Fire & Life Assurance Co for
the wherewithal to think about longer-term $143 6 million
staffing needs Reliance sold Pilot to London-based Gen-
Inflation can be expected to stay at a re- eral Accident because "Pilot was Reliance's
strained 3% to 4% in 1986 only non-U S operation, a Reliance spokes-
F o* m Investment income faces lower short-terrm man said
' im interest rates, but the higher premium vol-
ume might still permit a 10% to 15% rise in ance activity in the domestic market, where
this sector . .
the CyCle 15 turning around and presenting
Reinsurance brokerage, which is very im- good operating conditions," the spokesman
| portant to some of the public brokers, posted said
a banner 1985 Commission gains in the area While the spokesman would not say specif-
of 20% to 25% certainly seem plausible for ically how Reliance would use the funds gen-
1986 budgeting purposes Reinsurance capac- erated by the Pilot sale, there is "no question
gain ity is very tight and reinsurance is still a that the additional funds will provide capital
will be strong seller's market for U S operations "

In addition, expenses should be more easily Employee benefit revenues, without any Pilot, which primarily writes automobile
managed, particularly in view of the low in- help from increased premium rates, may rise and property coverages, generated an esti-
flation rate 10% to 12% for the year mated $157 million Canadian ($1115 million

These are the broad assumptions from International insurance brokerage also is US)in earned premiums in 1985, up from
which brokers' detailed profit plans have to benefiting from tight markets The swing, $128 million Canadian ($90 9 million US)in
be constructed though, seems less dramatic than in the 1984, according to General Accident Pilot's

We have no access to the planning process United States, but a weak dollar helps upon assets were $85 million Canadian ($60 4 mil-
of the publicly owned brokers So, let us once currency translation A suitable projection lion US)at year-end 1985, General Accident
again look over the shoulder of the financial for 1986 might be an increase of 30% in for- said
officer at Risk-Adverse Brokers, a fictional eign commissions, close to half from cur- Pliot's capital and surplus at year-end 1984
entity We might find a representative bud- rency benefits was $53 2 million Canadian ($378 million
get as described below What does all this add up to for the income US), according to A M Best Co

An increase in premium rates will lift statement? The budget allows for a 25% rise
commissions about 15%, likely a shade less in total revenues This seems attainable, and
than the impact in 1985 Later in the year, a highly motivated staff may be able to ex-
the momentum of rate increases could begin ceed It Standard & Poor's Corp has downgraded
to lag somewhat Expenses, reflecting sizable incentive com- the claims payment rating of Crum & Forster

New business will again come close to pensation tied to profits and performance, Corp and ItS affiliates to AA from AAA, thus
matching premium rates as a source of mere- are hkely to rise 20% This is a hefty gain that lowering the ratings of 274 tax-exempt bonds
mental commissions In tight markets, new could be braked if revenue growth were to insured by Industrial Indemnity Co, a Crum
business seems to come in over the transom fall short & Forster unit
for the highly professional broker The result of this budget calls for a gain in Alan Levin, an S&P assistant vp, said

The pubhdy owned brokers benefit from profit margins and a substantial rise in earn- Crum & Forster's claims payment rating was
their clout and expertise Lost business ings Net income certainly should rise 30%, lowered because its "fundamental results

and perhaps more, depending upon how fig- have been poor Crum & Forster is lagging
Leonard M Wilson, a special hmzted partner ures on revenues and expenses finally fall m behind the industry in terms of recovery as
atLF Rothschild, Unterberg, Towbin tn New line anticipated "
rtax, o
the first

York, spectal:zes in insurance brokerage This intensely positive outcome seems al- & Forster posted an aft
0SS 0]%%205 minon In
However, Mr Levin noted that S&P con-

Not yet, at least for the budget In the real months of 1984
siders AA "a very high rating "

as financial control

vation can be difficult

In 1985, the bud reets of 1,

"Reliance wants to concentrate its insur-

quafe allowance for the

surge in premium rates
On the threshold of

1986, few observers would
dissent from the view that

premium rates and new business rates a

Mr. Wilson

Crum & Forster

erat-
! nine
ciety of Security Analysts

Continental Corp.

Continental Corp has restated ItS 1984 finan-
cial statements at the request of the Securities
and Exchange Commission to reflect the effect
of a change in accounting principles

During 1984 the company changed the rate
at which It discounted certain workers com-
pensation reserves to 7% from 35% The re-
stated results reflect the application of the 7%
rate to all previously existing as well as
newly created reserves

The change reduced Continental's 1984 af-
tertax operating income to $98 7 million from
102 4%, while the company's net income was
increased to $324 6 million from $3045 mil-

January 8, 1986 1/2/86 thru 1/8/86

Price % Chg P/E $ Div %¥Id High Low Vol (000)

NYSE 57 00 3 9 20 7 1 56 27
NYSE 52.13 O7 95 =216 a1

57.00 55.00
52 13~ 51.25

2512
364 1

750 4
ao

33.38 32.38
74 oo~

om,bne Intl Corp

71.00
59.75 58.50 ase
23.50 22.50

19 0o~ 18.00

Continental Corp
Crown Life Ins Co

NYSE 45.00 a6.25 a5.00
oTc 26000 -37 157 OO0 OO 27000 260.00
4025 -06 74 128 32 41.00 40.25
701327 118 1.76 25
NYSE 33 38 81 OO0 O30 09

188 4 -a322326058 684 0
e85 1=
Durham Corp otc 25 a4

Farmers Group Inc
Fireman Fd Corp

otc 70.25 68.25 746 9

a9 00 a7 s0 149
315 7
ss6 6

so

28.38 26.63 33.38 30.88 7729

86 13~ 81.63
13.50 13.50 Fremont Gen Corp

Great West Life Assurn Co

OTC 26 75 97 26 048 18 26 75 25 38 1
OTC 4900000 126 1 60 O 3 490.00 490.00
AMEX 25.25 31 O3 000 OO 25.50 24.38
oTc 53.25 34 555 0.56 1 1 53 25~ 51.50

Hartford Steam Boiler Insptn OTC 64 503215220031

.024 1

oo
Home Group Inc
Hanover Ins Co

s 5513
107.2

64 50~ 62.75 311

Kans City Life Ins ote 2925 83 115 087 30 29.25 27.50 240 lion
53 13 52.25 3,004 ¢ Kemper Corp ore 7200 -14 207 180 25 73.00 7013 s01 5
56 26~ 55.00 te1 3 Liberty Corp S C NYSE 34 75 18 1500.72 2 1 sa.88 34.13 187 o
10.00 °.50 728 7 Lincoln Natl Corp Ind NYSE 53005 7 125 2.00 3 8 54 13* 49.88 725 4
.00~ 33 76 Hao 4 Mission Ins Group Inc NYSE 275 00O 0O 00O O 275 275 630 5 HRM Inc.

66 25~ 63.00 689 2

Monumental Corp ore
Nobel Ins Ltd

O#diRCIP':27(0,

Oron Cap Corp

3513 11 119 140 4 O
1288 84 16 9 025 19
2600 78 68 080 31
68 88 -1 3 23 2 2.804 1
37.13 4.2 10 0 0.74 2 O

35.13 3a.63
1z.88 11.75

87 s
oTe

573 Minneapolis-based Health Risk Manage-
ment Inc, a privately held corporation that
helps maJor employers manage health costs,
has successfully completed a $3 8 million pri-
vate placement of its common stock
82 50* 78.63 The placement was conducted by Adkins
48 387 45.63 Securities Inc, a St Cloud, Minn, investment

:Zfsgpame Group Inc 717 2517 00 148 2 banking firm, which placed a total of 858,000
Statesman Group Inc . ote s5=2s5 2a 0o cos 10 s.63 519 163 0 common shares with c.el'tified inyestors at
Tok,0.Marine & Fire Ins GQ.OTC 214754 3.40.4.1 05.0.5 225 50.214 75 4 9 $4 50 per share The minimum unit purchase
' ) was 6,000 shares or $27,000

Health Risk Management President Gary
T Mcllroy said the proceeds from the place-
ment will be used for working capital, the
continuing updating of HRM's data bases,
data processing and telecommunications
equipment and research and development of
new products

64.75 61.50 267 5

777 9

otc
ot

206 5

39 38* 37 75 3,309 6 s07 7

76 4 9 38 50 36 00 5,077 9

0O 340 OO~ 323 25 300 3

ere 37.38 35.50 2153

NYSE 31 50 -0 8 OO0 O76 24
N H 2275 34 85 O66 29
r'v;nteliee& AccIns Co 2275222525222
St Paul Cos Inc 8250 33 00 300 36
SAFECO Corp 48 384 3 17 2 1.60 3 3

QTC 17.0007 566,2.9 80 4

19063

s0 4
2230
1709

32.13 31.50
22.75 21.50
27.38 26.88

3a.00 33.00 s09 6
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8 54 63* 53 00 2,001 3 Travelers Corp

36 13* 34.50 1,773 7 United Fire & Cas Co

2 8 43 63* 42.63 6 7 United States Fid & Gty Co
19.75 19.50 42 4 Uslife Corp

0 4 110 88* 105 00 473 8 Washington Natl Corp

NYSE 47.00-21 114 2.0443
ore 325000 152 1.203 7
NYSE 40 63 42 00 220 54
NYSE 37 63 -0 3 85 112 30
NYSE 25.63 -2 4 89 108 42

47 75 46 75 2,493 O
32.50 32.50 o=
a1 so~ 38.75
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If you were reconditioning this 1932
Auburn,youti go to an expert.

Why buy Workers' Comp. any ditierently?
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1,0 , 51.
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You don't have to go far to fi ji ict a'hor kers'
Compensation plogram for yolli |,zic iness.
But finding the cxpoitise to make It-WI-)rk for
you i, another matter.

At.\merican Mutual. nearjly 6092 of ou r
business is in ZIP,ikers .—ip. So w e kno-w
111<,re about it "_ *ri. alifiic_,st di iybody. And we
:, 3 .hatweknowto- tyounced With
programs as ii . -' dual as you =are-

And we can also tailor general li- r and
cr,nunerck '11:3 insurance plans for you
\\ 1111 the same knoh lic),1 Tic-re known for

5, ) if you value yficir huinecs, should-n t
you be talking with the exper'ts?
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