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. Tribe gambles
on comp system

By ROBERTO CENICEROS

MASHANTUCKET, Conn.-
The owner of the nation's
largest resort casino hopes to
control its workers compensa-
tion exposure by exercising an
option beyond the reach of
most companies headed down
the self-insurance path.

The Mashantucket Pequot
Tribal Nation, which owns the
casino, has exercised its con-

gressionally granted rights as a

Risk management is
critical to the success of

tribe's casino ... page 6
sovereign nation and created
its own workers comp system,
separate from Connecticut's.

While this opportunity isn't
available to most of Corporate
America, the idea of creating
an autonomous workers com-
pensation system could spread
among other Indian tribes
adopting risk management
practices for their gaming op-
erations. Mashantucket Pequot
legal strategies are closely
watched by others who admire
the tribe's success.

The MPTN owns Foxwoods
Resort Casino in southeastern
Connecticut. The tribe is now

Connecticut's third-largest

employer and the state's
largest source of revenue after
the federal government. The 5-
year-old casino attracts 50,000
visitors daily and employs
about 11,000 workers. Another

1,000 employees work for the
tribal government, and 2,000
more workers will be hired
soon to help with the casino
growth that is multiplying
yearly, said Richard Paton,
chief risk management officer
for the MPTN.

Growth has come so rapidly
that management is racing to
keep pace, Mr. Paton said.

Efforts to heighten risk man-
agement include self-insuring
workers comp losses and con-
tracting with a third-party ad-
ministrator that will staff an
onsite claims-handling facility.

Under the tribe's workers
comp system, cases will be ad-
judicated at a reservation fa-
cility practically next door to
the casino. Appeals will go to a
tribal court that also hears civ-
il cases arising from casino pa-
trons.

"We recognized that in order
(to benefit from being) self-in-
sured to the fullest extent, we

Nneeded to take on our own

workers compensation sys-

tem,"” said Patrice Kunesh, a
staff attorney for the tribe who
drafted the code creating the
autonomous workers comp sys-
tem. "And in looking at what
kind of system we wanted to
put in place, we recognized
that there were a lot of areas
where we could improve on the
state system."

Employees complained the
state workers comp system of-
ten took weeks or months to
resolve their cases, Ms. Kunesh

See Casino on page 4
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The Mashantucket Pequot Tribal Nation, owner of a casino in Con-
necticut, has launched its own workers compensation system.
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Anthem confirms talks to sell

Acordia to non-insurance buyer
INDIANAPOLIS-Anthem Insurance Cos.

Inc. is closer to a deal with a company out-

side the insurance industry for the sale of

Acordia Inc.'s property/casualty business.

Indianapolis-based Anthem, a mutual in-
surance company, announced last week that
it is in negotiations with a "financial buyer”
but the two have "significant diEEerences" re-
garding terms of the transaction, including
the purchase price. This is the first time An-

them has confirmed the third party is not an
insurance industry organization.

Crain Comnunications Inc. All rights reserved

See Updates on nezt page

NIOSH links work

to certain disorders

By MARK A. HOFMANN

WASHINGTON-A new gov-
ernment study contends there is a
link between workplace condi-
tions and certain repetitive stress
injuries.

The Occupational Safety and
Health Administration contends
that the study supports its call for
a national ergonomics standard :o
reduce such injuries, though crit-
ics of such a standard dispute that

conclusion.
The Cincinnati-based National

Institute for Occupational Safety
and Health last week released the

study, which consists of a com-
pendium of previously published

scientific studies rather than new

Ergonomics conference
reviews key issues and
ust.vmegit*.. *a*6#.agg 59,

research.

After noting that the relation-
ship between musculoskeletal dis-
orders, or MSDs, "and work-re-
lated factors remains the subject
of considerable debate,"” Dr. Lin-
da Rostenstock, NIOSH's director,
wrote, "on the basis of our review

of the literature, NIOSH con-
cludes that a large body of credi-
ble epidemiological research ex-
ists that shows a consistent rela-
tionship between MSDs and cer-
tain physical factors, especially at
higher exposure levels."

After reviewing the various
studies, some of which date back
to the 1940s, NIOSH concluded
that repetitive stress injuries tend
to be caused by a combination of
job-related factors, including vi-
brations or posture, rather than a
single factor. The report also
notes that "all of these disorders

See NIOSH on page 61

New health plan option

Bill would allow small firms to band together in new plans

By JERRY GEISEL

WASHINGTON-Legislation now
awaiting action by a congression-
al conference committee would
give small employers banding to-
gether through established trade
associations the same health care
buying advantages that larger
companies already enjoy.

Provisions tucked into the
House-passed tax bill would al-
low trade associations to provide
members with health care plans
exempt from state benefit man-
dates and many other state rules.

Instead of being regulated by

the states, these new "association
health plans,” or AHPs, would
have to meet new federal solvency
and other rules and would be reg-
ulated by the Department of La-

bor.

AHPs could be self-insured or
fully insured. However, to qualify
for this special exemption from
state regulation, at least one of the
association health care plans of-
fered to members would have to
be fully insured.

Trade associations now are lim-
ited in the health care programs
they can offer their members. If
the association self-insures a pro-

gram, it generally is considered to
be a multiple employer welfare
arrangement, which is subject to
state regulation. States generally
consider MEVWASs to be unautho-
rized insurers and have tried to
shut them down.

Trade associations can offer
members fully insured plans, but
those plans must meet state re-
quirements.

Employee benefit plans run by
individual employers, though, can
escape state regulation if they are
self-insured. That is because a
provision in the Employee Retire-

See MEWAs on page 62

Welfare reform law may aid
fight against comp fraud

By MICHAEL PRINCE

A\ little-noticed paragraph in
the federal welfare reform law

passed last year could save mil-
lion of dollars in fraudulent work-
ers compensation claims, suggests
an insurance consultant.

The passage in question relates
to a part of the federal welfare re-
form law designed to track down
"deadbeat dads," those people
who fail to pay their child support
obligations. To facilitate finding

these people and tapping their as-
sets, the law requires each state to
compile a list of all new employ-
ees hired. The list is used to com-
pare newly hired employees with
support orders so that money can
be deducted from their wages.

But the law also states that
"state agencies operating employ-
ment security and workers com-
pensation programs shall have ac-
cess" to the directory of newly
hired employees.

By cross-checking the list of

people receiving workers compen-
sation benefits with the list of new
hires, those who are working
while claiming to be unable to do
so can be discovered.

Finding these people and termi-
nating their workers comp bene-
fits could save $59 million a year
in New York alone, according to
Frederick Buse, managing direc-
tor of Schwartz Heslin Group
Inc.,an insurance consulting firm
in Troy, N.Y., and former unem-

See Welfare on page 62
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Bid for Acordia progressing

Continued from previous page

The prospective buyer's original indication of interest was $335 mil-
lion, subject to various assumptions and contingencies, but Anthem said
discussions to date indicate the price will be less than that.

Anthem also announced that its tender offer for the remaining out-
standing shares of Acordia's common stock has been extended until mid-
night July 9 (BI, June 9). Anthem currently owns 66.8% of the broker.
When the tender offer is complete, Acordia will discontinue its business
relationship with Anthem and become a separate, 100% Anthem-owned
property/casualty broker, Acorclia executives confirmed.

Of Acordia 's $661 million in 1996 revenues, $326 million was derived
from providing sales, marketing and administrative services forAnthem's
health care products. The remaining $335 million is attributable to Acor-
dia's property/casualty business.

HMO enrollees can sue: Court

OAKLAND, Calif.-Health maintenance organization enrollees are not
bound to arbitrate claims against HMOs and can instead take them to
court if the HMO doesn't arbitrate as quickly as it promises, the Califor-
nia Supreme Court ruled last week.

The court ruled there is evidence that supports a lower court finding
that a unit of Oakland-based Kaiser Permanente fraudulently delayed
scheduling arbitration in a case involving a California man with lung can-
cer who died before his case could be heard.

The family of Wilfredo Engalla charged that Kaiser delayed selecting
arbitrators in the 1991 medical malpractice claim for 144 days instead of
60 days as promised in its contracts.

The high court returned the case to trial court to determine whether the
HMO actually committed fraud in the deldy.

In a statement, Kaiser Permanente said it believes facts at the trial will
show the HMO did nothing to intentionally delay arbitration.

Storms hit Detroit area

DETROIT-Fierce thunderstorms and tornadoes tore through the De-
troit area last Wednesday night, heavily damaging many businesses and
homes and leaving more than 220,000 residents and businesses without
electric power.

"It's crazy; there's confusion," a spokesman for the Detroit Police De-
partment said the morning after the storm. "The streets are blocked, trees
are uprooted, and homes are crushed."

The storms, which hit hardest on the west side of Detroit and the cities
of Hamtramck and Highland Park north of Detroit, killed at least five
people and injured at least 100, with hundreds left homeless.

Officials and insurance executives could not give immediate estimates
of property damage. All of Wayne County, including Detroit, was de-
clared a disaster area.

Late last week, efforts were under way to restore power.

"Thank God it was not the downtown area that was affected by it," said
Angela Moss, risk manager for the city of Detmit. Although stores down-
town were spared, she said, in residential neighborhoods "houses were
ripped apart; debris and poles and bricks are everywhere."

Alan Must, president of Dairy Fresh Foods in Highland Park, said he
estimated the Storm caused $100,000 in damage to his milk and deli prod-
ucts plant when it partially pulled 6ff the roof and allowed water to
stream in. "We're lucky," he said. "We could have lost the whole building
last night."

Meanwhile, U.S. catastrophes caused an estimated $980 million in in-
sured damage during the three months that began April 1, according to
the Property Claim Services division of the American Insurance Services
Group Inc. First-half catastrophe losses of $1.84 billion were only slightly
higher than the average of $1.59 billion since 1989, PCS said.

Med mal surcharge suspended

ALBANY, N.Y.-Self-funded employers and health insurers in New
York will save more than $100 million over the next 12 months under a
bill approved by state lawmakers that suspends assessments for the New
York Excess Medical Malpractice program.

While self-funded employers will enjoy savings, it is not clear whether
insurers will pass the savings to their employer policyholders.

The bill, passed last week by the New York House and Senate and
signed by Gov. George E. Pataki, will suspend assessments for the pro-
gram for one year and orders a study to assess whether the fund could be
perpetually self-funding.

The program provides free excess medical malpractice coverage to
20,000 doctors: $1 million excess of $1 million per incident and $3 million
excess of $3 miluon in the aggregate.

The program was funded by a surcharge on hospital discharge fees in-
curred by payers, such as insurers and self-insurers. The program has col-
lected more than $2 billion since it was established in 1985, and more than
$700 million was "borlowed" by the state to help balance the New York
budget in recent years. The program has been criticized by employers as
a "hidden tax" on businesses. But doctors insist the coverage is necessary
but unaffordable for most doctors (Bl, May 5).

It is not clear whether health plans will pass savings to employers.

The reduced cost of funding the program willlikely be overshadowed
by other health care cost increases, said Gerard Conway, director of gov-
emmental affairs at the Medical Society for the State of New York.

Lloyd's Council picks Taylor

LONDON-Max Taylor, group executive director of Willis Corroon
Group P.L.C., is the Council of Lloyd's choice to become the market's next
chairman.

Last week, the 18-member Council, the ruling body of Lloyd's of Lon-
don, voted unanimously for Mr. Taylor, 49, to succeed Sir David Rowland,

See Updates on page 62

Texas may order insurers
to share refunds with buyers

By MICHAEL BRADFORD

AUSTIN, Texas-Some Texas

employers will receive sizable
checks from insurers as their

share of refunds from the state's
workers compensation residual
market if a proposed rule is
adopted this week.

In its current form, the rule
would require workers comp in-

surers to share residual market

refunds with policyholders that

bought retrospectively rated poli-
cies between May 1, 1991, and
Dec. 31, 1994.

Insurers, however, are fighting

refunds to policyholders, calling
the measure unfair.

Texas Insurance Commissioner
Elton Bomer is expected to decide
Tuesday whether to adopt, reject
or modify the rule proposed by the
Workers' Compensation Division
of the Texas Department of Insur-

ance.

The Workers' Compensation Di-
vision was unable to say how
much the rebates to policyholders
might total, but a lawsuit filed to
recover the charges from insurers
said as much as $140 million
could be owed.

"It's really speculation on any-
one's part,"” said Scott M. Clear-
man, an attorney with McClana-
han & Clearman L.L.P. in Hous-

ton. Mr. Clearman filed suit in

See Texas on page CO

Fire devastates NewYork landmark

Grand Central's Oyster Bar suffers major damages

By DOUGLAS McLEOD

NEW YORK-Operators of a landmark restaurant
in New York's Grand Central Terminal are fully in-
sured for a fire that gutted most of the restaurant last

week.

The Oyster Bar & Restaurant, a fabled New York
spot that has occupied sweeping subterranean rooms
at Grand Central for more than 80 years, was devas-
tated by an intense after-hours blaze that destroyed
its kitchen, incinerated three dining and bar rooms,
and blackened its distinctive vaulted tile ceilings.

The fire broke out about 2:30 a.m. June 29 and

and 39 New York Fire Department vehicles respond-

ing, a fire department spokesman said.

Nine firefighters, a police officer and four civilians

suffered minor injuries fighting the smoky blaze,
which occurred after the last Metro North Commuter

Railroad train had left and the station was largely

empty.

motor.

quickly went to four alarms, with 192 firefighters

Fire officials do not consider the blaze suspicious.
Mark Abrahamson, the Oyster Bar's general manag-
er, said the fire apparently started in a refrigerator

Mr. Abrahamson said he could not estimate the

damages but that the restaurant-owned by New

See Restaurant on page 6:

Twin Cities employers faulted
in lack of preventive care

By ROBERT KAZEL

MINNEAPOLIS-A study indi-
eating that many Twin Cities elin-
ics are failing to provide patients
with adequate preventive health
services attributes the result in
part to a cost squeeze exerted by
the area's powerful business
health care purchasing coalition.

But a coalition executive says
the study's findings are being mis-
interpreted. In addition, he said,
his consortium in the future may

Employment practices exposure boosts role

offer cash rewards to health plans
that score high on preventive ser-
vices.

And one of the study's authors
says bashing the coalition was not
the intent of the article.

The study, which appeared last
month in the Rochester, Minn.-
based Mayo Medical Center's
Mayo Clinical Proceedings, polled
patients of 44 primary care clinics
in the Minneapolis and St. Paul,
Minn., area. It concluded that
physicians discuss with patients

measures such as influenza shots
and cholesterol tests less than half
the time, and sometimes less than
one-third of the time, even though
the doctors told researchers such
services were important.

While some doctors reported
that they simply are "unable to
find time" to supply much pre-
ventive service, the article also
speculated that the collective
managed care purchasing activi-
ties of about two dozen employers

See Preventive on page 61

Managing risks of human resou rces

By JOANNE WOJCIK ®

SAN DIEGO-Today's human
resource executives must be a lot
more risk management-oriented
to help shield their companies
from potentially devastating lia-
bility exposures, experts say.

Although the two disciplines
typically are separated in compa-
nies, a growing exposure from
employment-related risks likely
will mean they will work more

I ra=1cc<cdc— _ _ _ —

« Congress should pass a law allowing judges to approve
classes for settlements that might not be approved for tri-
als, this week's editorial says. PAGE 8

« A negligence judgment against an Australian company
could spur more class-action suits against companies

there, some warn. PAGE 55

« Contracting with HMOs can help save significantly on
workers compensation costs, a study says. PAGE 61
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disciplines al-
ready are merged into a single de-
partment, according to Vickie L.
Cortese, vp-personnel/risk man-

agement for Federal Compress &
Warehouse Co. Inc. in Memphis,
Tenn.

But in many corporate cultures,
the two disciplines are regarded
as quite disparate, pointed out
Gary Ritzky, risk and human re-
sources director for Turner Bros.
Trucking/Turner Bros. Crane &
Rigging of Oklahoma City. Often
risk management is considered as
serving a defined financial func-

See Integrate on page 22
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Negotiate terms now,
brokers recommend

Insurers more flexible on coverage conditions

By SALLY ROBERTS
and ROBERTO CENICEROS

Just when brokers thought commercial
property/casualty rates couldn't get any
lower. . .along come midyear renewals.

Commercial policies are being
renewed with rate decreas-
es anywhere from 10%
to 30% on all lines of
business, brokers re-
port. Even coastal wind-
storm and earthquake cov-
erages, whose rates have been firm in re-
cent years, are being written more ag-
gressively.

With the market so competitive, now is
as good a time as ever for risk managers
to ask for specific improvements in
terms and conditions and lower rates on
their insurance programs, brokers say.

It is a new day, noted Richard Hacken-
burg, chief executive officer of Willis
Corroon Corp.'s Risk Management Ser-
vices, based in Nashville, Tenn., and
New York. "To try and use old epithets
about describing soft vs. hard markets is
a thing of the past. The old paradigms
are gone."

"Right now insurers are being extraor-
dinarily flexible to retain the business,"”
Mr. Hackenburg said. "The competitive
pressures out there are very significant.”

Richard E. Simmons Ill, CEO of Hilb,
Rogal & Hamilton Co. of Alabama in
Birmingham, said he didn't think the
market could get any softer, "but it
seems insurers are trying desperately to
hit their budgets and will do anything to
bring premium in. The cycle seems to get
even more vicious."”

"It's more of the same bloody battle,”
agreed J. Patrick Gallagher, president

and CEO of Arthur J. Gallagher & Co. in
Itasca, lll. "We have example after ex-
ample of ludicrous pricing."

Mr. Gallagher said he used to think
the soft market had become the standard
market, but not anymore. "Some day,

somebody has to pay these
claims," he said.

Pill'/i"™qpilg sescicaty. "wewve

had a couple of signifi-
cant large accounts
with very predictable
workers comp loss pictures,
and the market occasionally has
come in significantly under that to pick
up the account,” he said.
J. Hyatt Brown, president
and CEO of Poe &
Brown Inc. in
Daytona
Beach,
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Soft market getting old,
even for risk managers

Insurer consolidations haven't raised P/C rates,

but some worry about future coverage availability

By MICHAEL BRADFORD
and MEG FLETCHER

How do you know when the insurance
market has been soft too long?
When risk managers begin to
feel sorry for their under-
writers.
"The market looks soft, .
soft,” said June H. Dickin-
son, vp and risk manager at
SunTrust Banks Inc. in At-
lanta. "It's good for us, we just hope
it's not too bad for the industry.”
No one is expecting risk managers in a
burst of altruism to begin
paying higher pre-

miums than
required.
And

MIDYEAR
MARKET

Fla.,

said:

"Proba-

bly the only

area we see any up-

ward movement of pricing,

insurers
aren't yet beg-

ging for alms.

But Ms. Dickinson's con-

truly, in the last year is in coastal wind- cern highlights the longevity of a cheap
storm coverage in the Southeast.” How- marketplace that is keeping coverage costs

ever, with no major catastrophes in the
See Brokers on page 34

Health care is poised
for an increase in rates

Pressure to keep costs down expected to catch up
with HMOs during midyear renewal season

By RODD ZOLKOS,
ROBERT KAZEL

and HOLLY SIMPSON

The signs at midyear renewal season are
confirming what has been anticipated:
Health care coverage costs are
headed north.

The mid-single-digit in-
creases many see for this
year may be just the begin-
ning, as some see premium
increases approaching double
digits in 1998.

The reasons industry experts cite for the
market's turn are numerous and varied, in-
cluding an inevitable rebound from years of
artificially low pricing by health mainte-
nance organizations eager to gain market
share, an "HMO backlash" by consumers
and legislators, savvier contracting by
physicians and hospitals, and a general re-
turn of health care cost inflation that re-
flects a lack of any real structural change in
the nation's health care system.

And, should an upturn in health benefit
pricing develop into a true multiyear trend,
it could force considerable-even funda-
mental-changes in the way employers pro-
vide health benefits, some experts believe.

"We've had a holiday from premium in-
creases since 1994," said John Erb, a prin-
cipal with William M. Mercer Inc. in Miami.
"Anybody who hasn't expected that to
come home to roost has been dreaming."

Said Joseph T. Lynaugh, president and

chief executive officer of NYLCare Health
Plans Inc. in New York, "l expect many
HMOs as well as insurers will start report-
ing that the heat is on.'

"l think health care cost inflation is defi-
nitely coming back,"” Mr. Lynaugh said.

"On the HMO side, we have seen
this already in the pharmacy
area for at least 18 months
now. On the indemnity
side, we see real pressure
in physicians' fees, and
right behind that is the hos-
pital side."
Mr. Lynaugh said he expects 1997 to
show a 5% to 6% level of health care infla-
tion, and that's just a start. "l think for '98
it will be 10% or 12%."

According to Mr. Erb, premium increases
for coverage renewed at midyear should av-
erage 4% nationwide, shough 1998 promis-
es to be more difficult. "We're probably
looking at high single digits for '98, de-
pending on the market." he said.

See Health on page 50

low and insurers scrambling for business.

"The whole market for primary general
liability and property is down," said Gail J.
Wilson, vp-insurance for KFC National
Purchasing Cooperative, the Louisville,
Ky.-based company that purchases goods

for Kentucky Fried Chicken

franchises. "It's kind of sur-

prising, because it seems

r_, there are fewer insurers

o out there but competition

continues to be very great.

Everybody knows you can get

it cheaper out there from someone, so it
pays to look."

Although rates aren't expected to rise any

time soon, Ms. Wilson and other buyers

have some worries about the long-term ef-

feet that insurer consolidations could bring.
"INnsurer consolidations should be a con-

cern for all of us because it has to decrease
availability,”" she said.

There have been no ill effects for PepsiCo
Restaurant Services Group from insurer
consolidation, but there may yet be, said
Christopher Mandel, the Louisville, Ky.-
based director, risk management at the
restaurant company. "l see it coming, in
less choice.”

In the meantime, buyers continue to write
smaller checks on renewal dates or accept
higher limits or better terms at expiring
rates.

Oglethorpe Power Corp. in Tucker, Ga.,
renewed property coverage with Arkwright
Insurance Co. for facilities valued at $960
million-$20 million higher than in 1996-
at rates unchanged from last year, accord-
ing to Dolores Anderson, risk manager with
Intellisource Services Solutions in Atlanta.

The placement covers property owned by

See Buyers on page 41

Extremely thin' pricing
has insurers starving

Bargains available even for poor loss experience

By MARK A. HOFMANN,
HOLLY SIMPSON

and MICHAEL PRINCE

Insurers have seen the nnarket con-
fronting them this midyear renewal sea-
son before, but that doesn’'t mean they
like it any better than they did a year-
or two years, or three years-
ago.

Commercial property
and liability rates con-
tinue to decline, and
even property catastrophe
rates are down despite the fact
that hurricane season has begun, insur-
ers note.

Workers compensation remains partic-
ularly competitive, especially in Califor-
nia, they add.

While that's good news for risk man-
agers, insurers are under the gun to find
new ways to compete and differentiate
themselves from their competitors.

Some insurers see a silver lining in the
cloud known as the Year 2000 problem.
Others are looking for growth in new

Index
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market staples, such as employment lia-
bility insurance, as part of their salva-
tion.
But all agree, however, that the cur-
rent market isn't one they like to see.
"Pricing continues to be extremely
thin for all lines of liability. | think it's
safe to say that pricing today is equal to
or thinner than it was in 1983 and 1984,"
said David McDonald, chief
underwriting officer for
the Royal Insurance

Group in Charlotte,

N.C.

"As long as the stock
market continues to perform,
surplus continues to be generated and
we're not going to see a market adjust-
ment. Having said that, | do believe
there will be an adjustment, | just don't
know when or why,"
McDonald.

said Royal's Mr.
"It's ugly out there,"” summed up Den-
nis Busti, president of Reliance National
Insurance Co. in New York.

"If anything, it's worse" than a year
ago, he said.

Mr. Busti said the property/casualty
market is so competitive that poor loss
experience is no longer even a rationale
for some underwriters to hold the line on
rates.

He said he heard of one company with
a large umbrella policy that got a one-
third reduction in rates by a competitor,
even though the company had poor loss
experience.

See Insurers on page 36
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Casino

Continued *om page 1

said. Backlogs led to frequent
rescheduling and kept workers
away from the job.

Under the tribe's new system,
claims first will go to the onsite pro-
cessing facility operated by ESIS
Inc., a unit of CIGNA Property &
Casualty. ESIS now will handle all
of the MP'IN's workers comp and
auto liability claims. Having the
third-party administrator on site
will expedite the process.

Risk management and the use of
improved claims handling has
mushroomed among gaming compa-
nies, because their success depends
on their service and therefore on the
treatment of employees and cus-
tomers. The concern with providing
good service applies to all areas, in-
=luding the proper treatment of in-
cidents and claims, said Sandy
Sampson, an expert in tribal gaming
and vp for Aon Risk Services Gam-
-ng Group in Atlantic City, N.J. Aon
places property/casualty coverage
for the MPIN.

A gaming company's concern
about the proper use of its insurance
and claims-handling can be a more
:mportant cost-of-risk issue than
:he amount spent on insurance, she
added.

"The casinos pay very close atten-
:ion to taking care of their patrons
and certainly the proper response to

handling an incident in a facility has
to do with the reputation of the fa-
cility itself as lieing patron respon-
sive," Ms. Sampson said.

In order to win employees' accep-
tance of its new workers comp sys-
tem, the MPTN is offering a slight
increase in benefits over the amount
employees received under Connecti-
cut's system. For example, the max-
imum weekly benefit will rise by $14
to $670.

Otherwise, the IVIPTN used Con-
necticut's workers comp system as a
model for its own legal code that as
of July 1 establishes what its em-
ployees' rights and its own liabilities
will be, Mr. Paton said.

Under the code, if employees are
not satisfied with the initial han-
dling of claims, they can submit the
claims for informal hearings. If they
still are not satisfied, they may con-
sult the tribe's workers comp com-
missioner, who will soon be hired,
Ms. Kunesh said.

Appeals of the commissioner's de-
cision can be submitted to the tribal
court, which also has an appellate
branch. The tribe's sovereign immu-

nity status allows it to hear cases in
its own court rather than in state

and federal courts. Both the com-
missioner and the court are located
on the reservation near the casino.
The tribal court was created about
five years ago when the casino
evolved from a bingo hall. The tribe

realized it would need a forum for

legal disputes-such as those arising

from slip-and-fall cases-once it be-
gan inviting thousands of patrons
onto its property, Ms. Kunesh said.
The court also handles other types of
hearings such as minor criminal
charges.

In civil cases there is a damages
cap for pain-and-suffering equal to
half of damages for tangible eco-
nomic loss. There are no punitive

Except for workers
comp, the tribe now

purchases coverage
for all of its insurable

exposures.

damages or damages for loss of con-
sortium. Strict liability is not recog-
nized. Claims against the tribe or its
enterprises must be filed within 180
days after the injury occurs-

The court does not have jury trials
for civil cases. A judge rules on those
matters.

Supporters say the court system is
at the forefront of tort reform. But
some Connecticut attorneys have
criticized the tribe's court, saying it
is merely a calculated move to limit
liability.

The establishment of an indepen-
dent workers comp system also has
drawn fire. A state AFL-CIlOleader

and a legislative supporter in the

state's Legislature have threatened
to take the matter to Connecticut's
attorney general. But a spokesman
for the attorney general said last
week that the office has not received
a formal request for an investiga-
tion.

The critics believe the MPTN's
system lacks adequate public re-
view, such as the state Legislature's
setting of benefits. Workers' rights
may be violated, they said.

Casino officials see the criticism
as an attempt by labor to make in-
roads into their operations.

For Mr. Paton, the implementa-
tion of an independent workers
comp system is just the beginning of
efforts to develop sophisticated
methods of handling the MPTN's
risks, he said.

"The first idea out of the box was
this workers compensation statute,
and | think that it is going to prove
itself in terms of being a big suc-
cess," Mr. Paton said.

Except for workers comp, the
tribe now purchases coverage for all
of its insurable exposures. Tackling
workers compensation first was im-
portant because the high frequency
of those losses represent the casino's
biggest exposure, said Patrick E.
Jewell, risk manager for Foxwoods

casino.

He declined to reveal the number
of claims filed at Foxwoods or by
tribal employees.

"Suffice it to say there is a signifi-
cant number of claims, given the

fact that in the casino we have
somewhere around 10,000 to 11,000
employees,” Mr. Paton said. "You
can conjure up what that number
would be."

Some of the claims filed by Fox-
woods' employees mirror those
found in other industries. For exam-
ple, employees handling large sums
of coins suffer injuries found in oth-
er companies that require workers
to bend over and lift heavy weight.

But there are plenty of claims pe-
culiar to the gaming industry and to
a Connecticut casino, Mr. Paton
said.

For example, the way blackjack
dealers stand, deal cards and control
their tables can lead to repetitive
stress injuries. At the same time, the
nature of the game itself and indi-
vidual state gaming regulations die-
tate how they perform those func-
tions and potential solutions to in-
juries, Mr. Paton said.

"We've had some discussions with
other risk managers," he said. "But
gaming regulations in New Jersey
are different from gaming regula-
tions in Nevada, (which are) are dif-
ferent fromm gaming regulations here.
There are a lot of similarities in
terms of the same types of problems,
but | don't think anyone has found
one solution that can be applied uni-
versally."

In the future Mr. Paton foresees
videotaping card table operators to
find measures that might reduce
employees' injuries. ia,
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Public and private risks converge at casino

By ROBERTO CENICEROS

MASHANTUCKET, Conn.-Cross
a risk manager for a municipality
with one for a private conglomerate
experiencing explosive growth and
you have a rough approximation of
the job of Richard Paton, chief risk
management officer for the Mashan-
:zicket Pequot Tribal Nation.

As risk manager for the tribal gov-
ernment and its 1,000 employees, he
weighs risks common to other small
governments, such as professional li-
ability for a police department and
she doctors and nurses who staff a
clinic.

But the MFIN-with about 350
members and a seven-person tribal
Douncil that itself resembles a cross
Detween a corporate board of direc-
:ors and a city council-also owns
several enterprises, including one of

KNOVVIN CONCENTRATIONS -

the nation's most successful gaming
operations. Foxwoods Resort Casino
currently employs about 11,000 work-
ers.

And a steady addition of new busi-
ness operations leads the MFIN's risk
management staff to obtain other
coverages, such as marine products li-
ability and builders risk.

The tribe is building high-speed
ferries to carry passengers from the
World Trade Center in Manhattan to
Foxwoods.

But business interruption is one of
the most significant concerns Mr. Pa-
ton and others managing gaming op-
eration risks face. That is likely to
weigh more on tribal gaming opera-
tions than on other industries, be-
cause a halt to guests bringing cash
could ruin a tribe's drive for self-de-
termination through economic devel-

opment
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Another closely guarded asset is the
tribe's right to invoke sovereign im-
munity from state and local jurisdic-
tions. That right arises from a con-
gressionally granted status as a
sovereign nation. The proper handling
of that status is also linked to the casi-
no's success. And just as business in-
terruption is an insurance purchasing
concern, so is the tribe's sovereign im-
munity.

"There most likely is no other pur-
chase that the tribe will make that can
have, if it is not properly handled, an
impact on those two items. the rev-
enue and the sovereignty," said Sandy
Sampson, an expert in tribal gaming
and vp for Aon Risk Services Gaming
Group in Atlantic City, N.J. Aon
places property/casualty coverage for
the MFIN.

A tribe and its insurers, if they
choose, can invoke sovereign immuni-
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ty as a defense against liability claims.
But many gaming tribes prefer to in-
demnify patrons legitimately harmed
on their property. Otherwise, revenue
could suffer under negative publicity
if injured guests are not made whole.

Foxwoods guards its sovereign im-
munity status "judiciously," Mr. Pa-
ton said. Decisions to change its poli-
cy regarding that status can come
only from the top.

For example, all liability policies
the tribe purchases must stipulate
that an insurer will not invoke the
tribe's sovereign immunity as a de-
fense against third-party liability
claims, Mr. Paton said.

"That's a deal-breaker as far as we
are concerned," he said. "If an insurer
can't do that, then we just move on to
another insurance company. That's
how critical and crucial that is. Out-

side of the tribal council, there is no
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one here that has the authority to in-
voke sovere™ immunity."

It is imperative that a broker and
insurer understand a tribe's sovereign
immunity rights and its desires for
handling them, as well as its tribal
court and ordinances governing lia-
bility issues, Ms. Sampson said.

Purchasers also should know that
all insurers are not equal in their
grasp of those matters.

Insurers of gaming casinos used to
be few, Ms. Sampson said. "However,
we are seeing more insurance compa-
nies enter the marketplace, and some
of them are doing a better job than
others. Some are spending time really
getting to understand the industry.
Unfortunately, some of them will get
in there quickly, and they are not
long-term players."

Mr. Paton agrees.

"There is a small core of companies
that historically have refrained or re-
fused to do business with us because
of the industry,"” he said. "It's not sc
much Native Americans (they refrain
from working with). But because of
the gaming industry and their uncer-
tainty about it."

Some insurers are wan, of tribal
law and its unique judicial system, he
added.

As for business interruption, the
loss of daily income to a casino can
easily outweigh the potential loss to a
prosperous shopping mall or a huge
manufacturing operation, sources
said. For Foxwoods, with nearly $1
billion in annual revenue, daily losses
from a business interruption claim
would quickly add up.

About 50,000 guests visit the 2.5
million square-foot casino daily. On-
going construction will add another
1.6 million square feet to the proper-
ty.

"The greatest potential impact on
our current and future earnings po-
tential is a major interruption in busi-
ness as a result of fire or anything
else," Mr. Paton agreed.

Yet many tribal gaming operations
are located in rural areas where fire
department protection and water
sources are often scarce.

So gaming industry insurers often
require them to install fire protection
systems superior to those used in
many other industries. Otherwise, in-
surers cannot provide the needed in-
surance limits at an affordable price,
Ms. Sampson said.

In response to insurer requirements,
many operators of large tribal gaming
casinos have obtained highly protect-
ed risk status for their properties.
Getting an insurance broker and in-
stirer involved before construction be-
gins is crucial because retrofitting
costs to meet such standards far ex-
ceed the expense of early planning,
Ms. Sampson said.

The property coverage for Fox-
woods is a typical HPR account, Mr.
Paton said. It is spread among Liber-
ty Mutual Insurance Co., Industrial
Risk Insurers and CIGNA Indemnity
Insurance Co. of North America, with
IRI providing the majority of techni-
cal advice.

Foxwoods casino has a state-o.'-
the-art fire/life safety center de-
scribed by Mr. Paton as "space-age."
Several sprinkler and alarm techni-
cians monitor the grounds with a
computerized system that includes a
bank of video cameras. The techni-
cians perform constant inspections
and train together as an emergency
response team, similar to firefighters.

The fire/life safety department is
not a part of risk management. But its
lead engineer "is really our first line of
defense in terms of property risk
management,” Mr. Paton said.

It's all part of a concern for patron
and employee safety as well as busi-
ness interruption.

"We can't afford to have any really
bad publicity as a result of an unsafe
operation,"” Mr. Paton said. "We have

to make sure our patrons feel safe and
comfortable.” rm
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Opinions

Settlements in jeopardy

rPHE U.S. SUPREME COURT'S recent rejection of a

1 $1.3 billion class action settlement because it ran afoul
of rules of civil procedure underscores the need for federal
reform of our legal system.

Unless federal legislation is enacted giving courts clearer
guidance for separating valid mass tort settlements from
frivolous actions, all settlements will be tarred with the
same brush in the eyes of the courts and will be in jeopardy
of being rejected.

Until Congress acts, however, the courts are losing a po-
tential tool for unclogging litigation-heavy dockets, and
companies and claimants will duel for years one case at a
time before claims are paid. This laborious and contentious
process also will surely deplete funds available to pay valid
claims while excessively enriching attorneys who take ad-
vantage of this flawed system.

The court's action came in the case of Amchem Products
Inc., etal. us. Windsor, et al., which was an appeal of a 1996
3rd U.S. Circuit Court of Appeals decision throwing out the
$1.3 billion settlement between the Center for Claims Res-
olution and asbestos plaintiffs. The majority in the 6-2 rul-
ing agreed with the 3rd Circuit that the claimants in the
class-action settlement were so diverse that they would be
unable to meet requirements for forming a class for litiga-
tion purposes.

It is unfortunate that the majority has chosen to narrow-
ly focus on whether this settlement meets the strict rules set
out by the Federal Rules of Civil Procedure for class action
litigation, rather than look at the underlying fairness of the
deal for claimants and the asbestos companies that belong
to the Center for Claims Resolution.

We agree with two justices who partially dissented. Jus-
tice Stephen Breyer wrote, "l believe that the need for set-
tlement in this mass tort case, with hundreds of thousands
of lawsuits, is greater than the court's opinion suggests.”

Ironically, the judiciary itself is leaning toward new stan-
dards for approving class action setlements in recognition
of their potential benefits. A panel of The Judicial Confer-
ence of the United States, which establishes rules of proce-
dure for state and federal courts, a year ago published a
draft paper that recommends permitting judges to approve
class-action settlements, even if that same class would not
be certified for trial purposes.

The largest potential mass tort settlement to date-the
tobacco companies' proposed $368.5 billion settlement
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with states--relies on this concept to swiftly and compre-
hensively settle the morass of litigation over smoking-re-
lated illnesses.

Unfortunately, those developments won't protect the
ability of other companies and claimants to rely on this tool
without congressional action. Already, other class-action
settlements are being called into doubt as a result of the
Supreme Court's decision. After its Amchem ruling, the
court declined to review a proposed mass tort settlement
between Fibreboard Corp. and thousands of asbestos
claimants. That case, while it raised different legal ques-
tions, last year won approval from the 5th U.S. Circuit
Court of Appeals, which focused on the fairness of the of-
fer rather than the composition of the class.

Congress needs to act-and act swiftly-to give all courts
the latitude to judge such settlements on their fairness to
claimants. That would preserve the ability of the courts to
reject settlements structured to let companies off the hook
lightly or to primarily enrich attorneys. But most impor-
tantly, it also would preserve the courts' ability to approve
such settlements where appropriate so that those who have
indeed suffered harm will be compensated for their injuries
in an equitable and timely manner.
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NAPSLO not opposed to deregulation

To the editor: The June 2 Business Insur-
ance editorial entitled "Speeding Up Dereg-
ulation" contains a reference to surplus lines
and the industry's position on commercial
lines deregulation that compels a clarifying
comment from the National Assn. of Profes-
sional Surplus Lines Offices Ltd.

The editorial states, "Some surplus lines
markets argue against deregulation, saying
there is no need because they already are free
from much regulation by the states. We think
they may actually fear competition from
newly deregulated insurers."

While NAPSLO only represents the
wholesale surplus lines marketplace, the as-
sociation, in its testimony last year before the
NAIC on commerciallines deregulation, did
not oppose or "argue against"” commercial
lines deregulation We simply suggested that
existing surplus lines laws/regulations
should be amended so as to remove unneces-
sary barriers to accessing the surplus lines
market, which would make surplus lines a
more efficient mechanism to write commer-
cialinsurance on a deregulated basis.

Specifically, NAPSLO suggested the cre-
ation or expansion of export lists in the states
and the creation of a clearinghouse to assist
surplus lines brokers in the payment of pre-
mium taxes on multistate surplus lines risks
as ways to make the "deregulated" surplus

lines market more accessible.

As far as the surplus lines market fearing
"competition from newly deregulated insur-
ers," we note that history has shown that in
jurisdictions where open competition, within
the licensed market arena has occurred, such
as in lllinois and, until 1989, in California,
the surplus lines market has not only sur-
vived, but has also thrived as a supplemental
marketplace to the licensed market. These
are not the facts upon which "fear" is based.

The BI editorial contains an interesting
irony on the alleged "fear" factor. Although
the editorial suggests that the surplus lines
market might "fear competition” from
deregulated insurers, the editorial does not
actually advocate the use of deregulated in-
surers, but promotes the "dismantling of reg-
ulation rates, forms and market restrictions"
for large commercial policyholders as the
route to the promised land. Under this ap-
proach there are no "deregulated insurers" to
fear. There is only the "deregulated buyer"
who is already substantially deregulated in
its efforts to obtain coverages

For the record, NAPSLO has neither op-
posed commercial lines deregulation nor
fears it. VWWhat NAPSLO has said is that when
the deregulation knife is used to cut away at
commercial lines constraints for admitted in-
surers, some whittling should also occur to
remove the fetters that prevent surplus lines
from maximizing its potential as an effective

market for placement of commercial insur-
ance on a deregulated basis.

Gaiy D. Westphalen

President

National Assn. of Professional

Surplus Lines Offices Ltd.

Oklahoma City

INnsurers
committed

tosafety

To the editor: We are writing to comment
on the remarks of Dr. Jennifer Christian in
the May 26 Perspective article, "Managing
Comp Care a Challenge."

We agree that work-related injuries and
ilnesses are preventable. We also agree that
standards for loss prevention are important,
albeit often not properly implemented. How-
ever, Dr. Christian then suggests that the
failure of the workers comp system is its
"inattention to preventing injuries" because
of insurer concerns that loss prevention
"would jeopardize their income stream.”

This view causes us considerable concern.

See Letters on page 12

Peter Johnson
Vice President/Circulation

G.D. Crain Jr.
Founder 11885-19731

Mrs. G.D. Crain Jr.

Chairman ( 191 1- 1 996/
S.R. Bernstein

Chairmonexecutive commi#ee C / 907- 1 993)

Published weekly at 740 Rush St., Chicago, 11!. 60611-2590, Fax 312-2803174,
E-Mail 76735.3045@CompuServe.com, Coble CRAINCOM. Offices: 220 E.
42nd St., New York, N.Y. 10017-5806, Fax 212-2100704, CRAIN COM NYK;
Suile 1 14,8950 N. Central Expressway, Dallas, Texas 7523 1, Fax 2 1 4-696
1936; Suite 814, National Press Building, Washington, D.C. 20045-1801, Fax
202-638-3155; 6500 Wilshire Blvd., Suite 2300 los Angeles. Calif. 90048-
4947, Fox 213-655-8157; 967 Bermu(la Court, Sunnyvale, Calif. 940866750,
Fax 408-774-11 55; New Garden House, 78 Hatton Garden, london EC 1 N 8JQ
England, Fax 171-457-1440; 8157 N. Torrey Way, Tucson, Ariz. 85743, Fax
520-579-3476. $4 a copyand $87 a year in U.S. $105 in Canada and Mexi-
co {includes GST). All other countries $205 a year (includes expedited air delivety).
J.A. LEWELLEN, circulation manager. Four weeks' notice iequired for change of ad
dress. Send subscriplion coriespondence to Circulation Department, Business Insur
ance, 965 E. Jefferson Ave., Detroit, Mich., 48207-3185, or phone 800-678
9595 or 3 13-446-0450, Fox 31 3-446-6777. Microfilm copies are available from
University Microfilms, 300 Zeeb Road, Ann Arbor, Mich. 48013. Microfiche copies
available: Bell& Howell. Micro Photo Division, Old Mansfield Road, Wooster, Ohio
44691. Portions of the editorial conlent of this issue are available for reprint or re
production in other media, For information and rates to reproduce in general circulcr
lion media, contact: JOSEPH P. HANLEY, Crain News Se,vice, 220 E. 42nd St.,
New York, N.Y. 10017-5806,21 2-2540890. For reprints or reprint permission
conrad: KAREN BROWN TUCKER, Business Insurance, 740 N. Rush St., Chicago,
111.60611-2590,312:649-5319. Fax 312-280-3174.

www. businessinsurance.com

YEARS OF

Jeusiness Insurame
1967-1997

*BE'8.

TO SUBSCRIBE CAU 800678-9595 + 313-4460450 outside of the United States



WITH OUR POUCYHOLDEU WE .RE EFGAGED U 4 CREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE IT SEEKS TO PREVENT CRIPPLING INIURIES AND DEATH BY REMCVING THE CAUSES OF HOME. HIGHWAY AND WORK ACCIDENTS. 11

c

:
S E
5
%
E
8 =z
E
5
5 -
9
° Louisa has never taken a spill on the job because of the safety precautions her E
c') employer earned from Liberty Mutual At our research center we study the connection .
i between shoes, floor surfaces and slippery hazards like water and grease. By investigating
z
o your safety concerns we can recommend a plan that can help lower your workers ‘
compensation costs, and ensure that Louisa Abbott lives a safer, more secure life. 8- E
i Tb format like to dbare So pleade call Jobn R LIBERTY r
S " . . -
er* more information we') like to dbare So pleade call Jobn Ryan MUTUAL.9#:3' ]

at (617)574-5842 or vuit our webite at http://www.libertymutual.com 1ereeclom of Literty

o

L3
'SIN)a IDDY DIWOM aNV AVAAHDI 1- 13'/IOH -O 5=Sn\2 1 HI )NIA,),\13. All HIf30 0.4¥ 53 1kin IN[ DN [Idd 19)-1N3A3'kld 01 513135 11 35nvoal | 1VI]ID St LI '1511413.1.N3 -1VninK .1¥30 V NI alD¥Dr,131 3WI 3/\A 513alOHA)110d YAO HIiM 4



INTRODUCINC

A UNIQUE CONCEPT IN DISABILITY CLA

Fortis Benefits introduces the WiURetumm scale, a revolutionary tool for
customizing disability claims sen,ice to the needs of employees with disabilities.
Composed of the Retwrn--to-Work scale, and the Will-to-Work
indicator, WiliReturnSM providEs a unique blend of demographic and

psychographic information that 6 llows for efficient and e#ective disability

www. us.fortis.com

—EAs-—- . b e...*1*8 -C

- — e, = —=
ITD=—=3=2: - ——

~F

claims management. Developed in conjunction with The Menninger
Clinic, the Return.to-Work scale takes a scientific and statistical approach.
Using information such as demographics, cause of disability and type of
disease or injury, the scale predicts the likelihood of an individual's

rehabilitacion success.

Insurance contracts are issued and underwrittei by Fortis Benetim Insu-arce Company. Kansas City. MO and Woodt ury, MN: ard, in New York State, First Fortis Life Insurance Colany. Syracuse, NY.
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The progmm's second component, the Will-to-Work indicator, was
developed in partnership with The gallup Organization. Using profiles
based on claimants' attitudes, feelings, will-power and behavior, claims
management can develop a personalized rehabilitation strategy for each
claimant which plays to their strengths and compensates for their weaknesses.

Take advantage of the WiliReturnSM program, yet another example
of Fortis Benefits' commitment to innovative disability cost management.
It does more for your employees with disabilities, and more for your
bottom line. For more information, call your broker, or call Fortis
Benefits today at 1-800-319.4773.
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Letterc

Continued from page 8

As a safety professional employed
in the insurance industry for more
than 30 years, and as a manager of an
insurance industry-supported organi-
zation that has dedicated itself to loss
prevention for more than 130 yea, |
can attest to the industry's longstand-
ing support of safety standards and
the commitment of the approximate-
ly 8,000 safety professionals in the in-
dustly to loss prevention.

As far back as the 1800s, the insur-
ance industry has been a constant
supporter and driver of loss preven-
tion standards in areas from fire and
life safety to machine guarding, in-
dustrial hygiene and security. Since
1866, our company has worked to de-
velop adequate loss prevention stan-
dards, and our industry has promoted
loss prevention as an important activ-
ity for policyholders. Our industry

was the publisher of the first model
code for the construction of safe
buildings in this country. We con-
tributed to the origins of such well-re-
spected safety organizations as Un-
derwriters' Laboratories and the Na-
tional Fire Protection Assn.

We currently have representatives
working directly on more than 60
committees developing safety stan-
dards that are used in manufacturing
plants, at worksites and in homes
thmughout the United States.

The 8,000 safety professionals em-
ployed by insurers in this country
work conscientiously and construe-
lively to reduce the frequency and
severity of work-related injuries and
illnesses.

These things are done with the sup-
port of management, without concern
forreduced income. The objectives are
to increase profits through reduced

claims and to create more competitive
and affordable rates.

In addition, the industry provides
employers with significant financial
incentives to reduce losses, such as
"experience modifiers" for workers
compensation premiums.

While we certainly share Dr. Chris-
tian's concerns regarding the preven-
tion of injuries and illnesses, we want
to be certain that readers do not ac-
cept the misleading picture of insurers
she presented-especially since the
insurance industry historically has
proved itself to be a strong proponent
of safety standards and loss preven-
tion.

Gerald E. Lingenfelter
Vp-Engineering and Safety
Service Division

American Insurance

Services Group Inc.
New York

Surplus lines rules
need deregulation, too

To the editor: When | first en-
tered the insurance field, it was my
understanding that the distinction
between admitted and non-admit-
ted policies was more than that the
former was subject to stricter
scrutiny by the state insurance de-
partment and was backed by the
state guaranty fund, whereas the
latter was not. Rather, it was my
impression that admitted policies
had the benefit of the state inter-
vening on the policyholder's behalf
to ensure that policy provisions
provided greater protection for the
policyholder.

In practice, | have found that not

YOU MAY NOT HAVE THE TIME OR RESOURCES TO DO,WHAT'S RIGHT.

SO WE'VE DONE IT FOR YOU.

n the mid-eighties, CODA

was the first and only company

specializing in health plan man-

agement. Why?

With the proli feration of man-

aged care plans came the need to ,-

sort them all out. With the

advent of downsizing came out- o

sourcing. And with increasing

market competition and pressure

to cut costs came the require-

ment for companies to focus on

their core business. Filling these

needs has been CODA's core

business since day one.

Today, several companies are following our lead.

They claim to have health plan «databases." But do they compile
them from employee satisfaction surveys, FACCT analysis. NCQA
accreditation, HEDIS reports, NAIC filings, UM protocols, and
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physician profiles? CODA does.

Will they check client refer-

ences, management resumes,

state grievance registrations, the

trade press, audited state- filed

financial reports, and perform

on-site visits? CODA does.

Will they go the extra mile to

provide Internet access to their

database for specialized client
W#*2 analyses? CODA does.

And will they guide you through

the entire process instead of just

handing you a report? CODA

always has, always will.

CODA has the ability to do what's right in managed care adminis-

tration for one simple reason. That's our job Call us at 1-800-997-

CODA or visit our web site at www.codamacom. Providing, of

course, you have the time.

C®DA

Not afraid to do H,hat's right.m

e 0 e et el el

)

to be the case. For example, | re-
cently worked on an account in
which the same insurer was will-
ing to offer the same type of policy
on an admitted and a non-admit-
ted basis. The admitted policy car-
ried with it a state amendatory en-
dorsement requiring coinsurance
and removing the "in fact" deter-
mination requirement for the
fraud and illegal person profit ex-
clusion. The non-admitted policy,
free of state restrictions, was iden-
tical in every other way but that it
would not carry these provisions.

Working for an independent in-
surance agency, | believe it is my
primary obligation to locate and
obtain the best coverage for the
best cost for my client. However,
the Excess Lines Assn. in my state
requires three deelinations from
admitted insurers before insurance
for non-admitted coverage can be
placed. This puts my duty to my
client at odds with my duty to the
state.

I think that, if the state is going
to put more restrictions on admit-
ted policies, it has no business re-
quiring clients to place their busi-
ness there. Surplus lines taxes prc-
vide a disincentive where coverage
discrepancies do not materially ex-
ist. On the other hand, the client
should be able to get the best prc-
tection without state interference.

This leads to two conclusions:

- First, one should be able to
place with a non-admitted insurer
if one cannot procure similar cov-
erages, not merely similar policy
types. Obviously price alone can-
not be the determining factor;
rather, coverage differentials
should be what underlies the com-
petitive advantage between one
policy and another.

- Second, three declinations
would seem to be unnecessary if
the difference in coverage is based
upon an amendatory endorsement
required to be put on all admitted
policies in that policy class. Why
should the time and effort of two
additional underwriters be wasted
when the state requirement makes
one admitted policy suffer from
the same deficiency as another
compared to a non-admitted one?

The state Excess Lines Assn.

does not require declinations on
certain classes of business where
coverage is in scare supply; why,
then, should it require declinations
where the state's own regulations
have made a coverage feature not
merely scarce but non-existent in
the admitted market?
Beth Avery
R.P. O'Brien & Co.
White Plains, N.Y.

Accessing
8/ articles

on databases

Articles published in Business
Insurance are available through
several electronic databases, in-
cluding: Lexis-Nexis (from Jan-
uary 1988 to present); The Dow
Jones News/Retrieval (from Oc-
tober 1991 to present); Knight-
Ridder DIALOG (from January
1990); and Reuters Insurance
Briefings (from January 1993).

For information on accessing
these services via the World
Wide Web, visit Brs home page
http://www.businessinsurance.
com/magazine/services.html/
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Our door is always open.

Open to ideas. Open to change. Open to non-traditional solutions. At USF&G,
our underwriters are committed to providing the right protection for every client, every time.
The ability to draw on resources from across USF&G's businesses fosters dynamic A. _
partnerships and creative, innovative programs. It also opens up unlimited I_I_9|II7

opportunities for growth. That's why more brokers and agents are recommending US F+9

USF&G to their clients every day. Our door is always open. INSURANCE
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Bill would let vote rs

decide if regulator
should be appointed

Measure introduced in California

By JOANNE WOJCIK

SACRAMENTO-After legisla-

tion that would have banned in-
dustry contributions to Califor-
nia's elected insurance commis-
sioner failed to muster the votes
necessary for passage, a state sen-
ator has introduced a measure
that could restore the post to a
governor-appointed position.

The commissioner's office be-
came an elected position in 1989
when voters approved Proposition
103.

Proposition 103, approved by
California voters in November
1988, required most property/ca-
sualty insurance "charges" in ef-
feet from November 1988 to
November 1989 to be rolled back
to 20% below November 1987 lev-

els.

If approved by a legislative ma-
jority and signed by Gov. Pete
Wilson, S.B. 225 would put on the
June 1998 ballot an initiative that
gives the governor power to ap-
point the commissioner. The bill
has been scheduled for its first
hearing July 8 before the Assem-
bly Insurance Committee.

Both S.B. 225 and S.B. 1097, the
defeated campaign contribution
measure, came in response to re-
cent allegations that current Com-
missioner Chuck Quackenbush
is beholden to insurers because
they contributed to his 1994 cam-
paign.

- Focused Exclus ively

on Serving
the ART Market.

Introducing CORE. a specialty underwriter of casualty

lines for the Alternative Risk market. CORE underwrites

excess insurance and treaty reinsurance in support

of caprives, rent-a-captives, self-insurers, pools, and

similar structures.

CORE, a GE Capital Services Company, offers the

stability, commitment, and responsiveness of a company

focused exclusively on serving the ART market. Make

CORE the center of your ART business.

CCRE

Center of the ART World-

CORE Gioup
1010 Washington Boulevard
Stamford, CT 06901

203.406.1900

CORE Group

Citicorp Center

One Sansome Street, Suite 1900
San Francisco, California 94104

415.951.1086

CORE Insurance Company is rated A++ (XV) by A. M. Best Company.

"Electing the head of the de-
partment of insurance is an invi-
tation to undue influence and
even corruption,” said Sen.
Quentin L. Kopp, an independent
from San Francisco, in a press re-
lease announcing the measure's
June 11 introduction.

In a press release responding to
Sen. Kopp's bill, Insurance Com-
missioner Quackenbush said he
agrees that the office should be an

appointed position. That had been
the recommendation of a constitu-

'Electing the head of the
department..is an invitation

to undue influence and

even comption,' says state
Sen. Quentin Kopp.

tional commission that reviewed
Proposition 103 last year, he
pointed out.

However, the commissioner also
said he has not yet reviewed Sen.
Kopp's proposal and would have
no further comment until he has
had an opportunity to do so.

While insurer group Personal
Insurance Federation of Califor-
nia praised Sen. Kopp's attempts
to "take the politics out of the
California insurance commission-
er's office," the state's leading
consumer group was more critical.

"A gubernatorial appointee is
never accountable to people, only
to the governor's campaign con-

tributors,"” said Harvey Rosen-
field, executive director of the
Proposition 103 Enforcement Pro-
ject.

In a letter to Sen. Kopp, the
consumer group suggested that he
also introduce legislation to place
yet another initiative on the June
1998 ballot prohibiting insurance
industry contributions to insur-
ance commissioner elections.

"If Sen. Kopp wants the elec-
torate to make a choice, he should
give the voters a real choice,” Mr.
Rosenfield said. "The electorate
could then choose between an ap-
pointed commissioner and an
elected commissioner who would
not be permitted to accept insur-
ance industry contributions.”

Mr. Rosenfield's group also
pointed out that the record of the
last appointed insurance commis-

sioner, Roxani Gillespie, was less
favorable to consumers than tha t

of the two elected commissioners
who succeeded her. Ms. Gillespie
was INnsurance commissioner
when Proposition 103 passed in
1989.

"Even a pro-industry commis-
sioner like Quackenbush has been
forced to institute some pro-con-
sumer reforms because he faces
the electorate's scrutiny,” Mr.
Rosenfield said.

However, Ms. Gillespie, now an
attorney with Buchalter, Nemer,
Fields & Younger in San Francis-
co, pointed out that she was un-
able to enforce the pro-consumer
reforms contained in Proposition
103 because the measure was tied
up in litigation until 1995.

"So Mr. Quackenbush is the
first commissioner to be able to
implement Proposition 103," she
said. [=4 1
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Just HowBIig Is

Swiss Re ImnAmerica“?

You know Swiss Re as a preeminent global reinsurer.

You may not know that the combined premiums of
Swiss Re Group's U.S. business exceed $3 billion, which now
makes us America's third largest reinsurer.

Our new brochure describes the sweeping changes we're
making in Amedca. New companies have been formed and we
are creating strategic alliances to blend investment banking and
reinsurance expertise.

Our clients now have faster and easier access to the global
capabilities of the Swiss Re Group.

In property/casualty, life/health and financial/finite risks,
we have added capital, expanded capacity and are actively
introducing new products and services to make us a better
partner to our clients.

Our new brochure describes the skills and services available
to our clients at each of our companies in America.

To receive your copy of our brochure, fax us at
(212) 907-8111 or call Toll Free 888-SWISS RE.
Swiss Re America

111

Visit our website: http:// www.swissreamerica.com

SWISS REINSURANCE AMERICA CORPORATION 237 PARK AVENUE, NEW YORK NY 10017 TOLL FREE (888) SWISS RE
ATLANTA BOSTON CHICAGO DALLAS NEW YORK PHILADELPHIA PHOENIX SAN FRANCISCO
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HCC Insurance names Bramanti president

Frank J. Bramanti has been

promoted to president of HCC In-
surance lli,Idin,gs Inc., replacing
Stephen J. Lockwood, who was
appointed vice, chairman of the
Houston-based specially insur-
ance group.

Edward H. Ellis Jr. succeeds
Mr. Branianti as senior vp and
chief financial officer, and Peter
B. Smith Jr. was named executive
vp and chief' operating officer. Mr.
Smith also was named president
of HCC's main subsidiary, Hous-
ton Casualty Co.

Also at HCC: L. Edward Tuffly
named senior vp and treasurer;
Patricia A. Padick named vp and
chief information officer; Mark A.
Buechler named vp and con-
troller; and Christopher L. Martin
named vi) and general counsel.

In other insurer changes:

Gregory E. Murphy named pres-
ident and chief operating officer
of Selective, Insurance Group Inc,
in Branchville, N.J. Mr. Murphy,
who was senior vp and chief fi-

nancial officer, fills a new posi-
tion.

Also at Selective, Jamie
Ochiliree Il named executive vp,
and John P. Whitehead named vp.

W. Gordon Knight named presi-
dent and chief operating officer of
American International South In-
surance Co. in Charlotte, N.C.,
a subsidiary of' American Interna-
tional Group Inc. Mr. Knight, re-
places Thomas S. Carpenter. who

retired.

Jean M. Scarrow named execu-
tive vp and chief operating officer
of Boston-based Liberty Mutual
Insurance Co.'s group market,
with responsibilities for the com-
pany's group disability and group
life operation. Ms. Scarrow re-
places Maryann P. Sullivan, who
left the company to pursue a con-
sulting career.

Bob Gonor joined Reliance Na-
tional Insurance Co. as senior vp
for the company's new affinity
marketing division in New York.
Mr. Gonor has 23 years of insur-
ance industry experience.

Donna M. Driscoll has joined
Hartford, Conn.-based Travelers
Property Casualty Corp. in the
newly created position of senior
vp-marketing, commercial lines.
Ms. Driscoll previously was senior
vp-marketing and chief strategist
for AT&T Capital Leasing Ser-
vices.

L. Keith Birkhead named presi-
dent and CEO of the Farmers Al-
liance Mutual Insurance Co. in
McPherson, Kan., replacing James
L. Ketcherside, who remains
chairman.

David H. Popplewell named
president and chief operating of-
ficer of The Cincinnati Life Insur-
ance Co., succeeding James A.
Currin, who retired.

Agents/brokers

Willis Corroon Corp. recently

made several

appointments.
Glenn A. Totino was named re-
gional director of the broker's
Texas operations and president
and CEO of its Houston retail of-
fiee. He succeeds Gary H. Cooper,
who was named president and
CEO of Willis Corroon's U.S.
wholesale operations.

M. Monte Richardson named
president and CEO of Willis' San
Diego retail operations. He sue-
ceeds J. Randolph Pugh, who was
named to manage the company's
Alaska operations.

John W. Chaney named presi-

dent of Willis' Cleveland division.

He joined Willis after serving as

Comings & Goings: indus#ry

president and CEO of Aon Risk
Services Inc. of Ohio. Also at
Willis, John VWW. Brockchmidt
named senior vp and Deborah A.
Yunck, Mary M. Johnson, and
Ralph Reeves named vps at Willis

Cori-oon Corp. of Michigan in
Southfield.

C. Jeff Pan named chief finan-
cial officer and executive vp of
Summit Global Partners Inc. in
Dallas.

Michael J. Mackey named vp-
Fublic sector group for Near
North Insurance Brokerage Inc. in
Chicago.

Dianne M. O'Donnell named

president of PRISM Insurance
Services Inc., a Chicago-based
broker specializing in the health
care industry.

Michael E. Toner named chief
operating officer in the Boston
office of Aon Risk Services Cos.
Inc.

Jacky Turner named vp and
chief operating officer of Environ-
mental & Commercial Insurance
Agency Inc. in Columbus, Ohio.

Sedgwick Inc. recently made
several appointments: Patrice
Sampson and Timothy McNelly
named vps in the commercial di-
vision for Sedgwick of New York

Inc.; John Sacia named president
and managing executive. of Sedg-
wick James of Washington Inc. in
Seattle. He was previously CEO of
Aon Risk Services' Seattle office;
and Martin Webster joined the
North American Mining Group of
Sedgwick in Knoxville, Tenn., as
the senior risk management re-
source person for national and
global mining accounts.

Reinsurance

Ronald S. Hayden named vp of
Odyssey Reinsurance Corp., based
in its Atlanta office.

Jim Snedeker joined Am-Re
Managers in Princeton, N.J., as vp
and will be working with Fortune
1,000 clients. Previously, he was a

senior vp for Aon Re Worldwide
in Stamford, Conn.

Katherine A. Anderson named
vp and chief product actuary, Bri-
an Holland named vp-sales and
international risk managemen:
and Bill Wojeiechowski named
vp-business consulting and finan-
cial markets for Security Life
Reinsurance in Denver.

David I. Sullivan joined Peglar
& Associates Inc-. as senior vp
with responsibilities for the devel-
opment of business in the pro-
gram, alternative markets and
captive areas in Stamford. Conn.
Previously, Mi-. Sullivan was se-
nior vp-treaty marketing a:
Aon/Alexander Re.

Brian Gulbransen named vp-

Continued on next page




Continued from previous page

marine underwriting at Risk Cap-
ital Reinsurance Co. in Green-
wich, Conn. Previously, he was

second vp at NAC Reinsurance
co.

Francois Bertrand named exec-
utive vp of Commercial Risk Part-
ners, the Bermuda-based sub-
sidiary of SCOR Group that fo-
cuses on non-traditional reinsur-

ance.

Other suppliers

Christy L. Beaudin named vp-
quality management and Stephen
H. Braun named vp-quality man-
agement, public sector division at
Value Behavioral Health, an
Avon, Conn.-based managed care
company.

Kevin L. Murphy Jr. named vp-
sales with responsibility for the
managed care business segment of
Merck-Medco Managed Care

L.L.C. in Montvale, N.J.

James J. Crowley Il named se-
nior vp of U.S. Care Inc., the At-
lanta-based long-term care man-
agement company.

Barry E. Thompson joined the
risk assessment and management

practice of Deloitte & Touche

L.L.P. as national

practice
co-leader of its disability man-
agement unit in New York. Previ-
ously, Mr. Thompson was a vp
and managing consultant of Aon
Corp.

George T. Schepp joined the In-
surance Services Office Inc. as vp-
sales in New York. Mr. Schepp
was previously vp-global sales
and service for Standard & Poor's
Corp.

John Leonard Watson joined the
environmental law practice group
of Freeborn & Peters in Denver.
He was previously with Holme,
Roberts & Owen.

Richard F. Federico joined the

New York office of The Segal Co.
as a consultant specializing in
work/life design strategies. Previ-
ously, Mr. Federico was with
William M. Mercer Inc.'s Stam-
ford, Conn., office, where he was a
national resource on work/life is-
Jeffrey M. Yates named senior
executive vp and general counsel,
and Paul A. Equale named execu-
tive vp-public affairs for the Inde-
pendent Insurance Agents of
America Inc. in Alexandria, Va.
Gary Morrison joined the Seat-
tle office of Buck Consultants Inc.
as a principal and consulting ac-
tuary. Mr. Morrison's expertise is
in the design and funding of re-
tirement plans, the coordination
of plan assets and liabilities and
mergers and acquisitions.
Howard Fine has joined the
New York office of Watson Wyatt

Worldwide as a managing consul-
tant. ial
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Bandag promotes
risk manager Eaton

Comings & Goings: Buyers

Dave Eaton has been promoted to
director-legal and risk management
at Bandag Inc. in Muscatine, lowa.

Mr. Eaton,
46, joined
Bandag in
1980 as
risk/insur-
ance analyst
and was pro-
moted to
manager,
risk and in-
surance, in
1983. In his

Mr. Eaton newly created

One step for man. And a pretty big step for Travelers.

Tlianlis to vision, drive and America s

uniquely resourceful ingenuity, we were tile

first to land on the moon. And yes, Travelers

was there... protecting its clients with the first

accident policy for space flight and lunar exploration. Today,

Travelers remains a leader in nearly every facet of the insur-

ance industry... carrying on a 133-year tradition of innovation.

Travelers Property Casualty is a Member of Travelers Group,

a diversified financial services company, meeting the financial

needs of more than 20 million clients. Travelers. First on the

moon in 1969. And still first today.

TravelersProperty

Casualty

rof TravelersGroup

http://www.travelerspc.com

position, he is responsible for all of the
domestic and overseas legal and risk
management services for the manu-
facturer of tire retread material and
equipment.

In addition, Mr. Eaton was elected
assistant secretary of the corporation.

He reports to Warren Heidbreder,
chief financial officer.

Mr. Eaton earned a bachelor of sci-
ence degree in business administra-
tion from Northeast Missouri State
University, now lalown as Truman
State University, in Kirksville, Mo.

He holds the Associate in RiskMan-

agement Designation from the Insur-
ance Institute of America.

Wayne Cramer, 46, has been named
director-global risk management at
Joseph E. Seagram & Sons Inc. in
New York.

Mr. Cramer is responsible for the
risk management functions of the
maker of distilled spirits, a subsidiary
of The Seagram Co. Ltd. of Montreal.
He takes his new post after leaving
Goldman Sachs & Co. where he
worked as vp-Insurance Productions
Group/ Firmwide Risk Management
since 1993.

He succeeds Donald Davignon, who
is retiring after 20 years of service
with Joseph E. Seagram. Mr. Cramer
reports to John Preston, vp, finance.

He received a bachelor of arts in
marketing and a masters of business
administration from Seton Hall Uni-
versity in South Orange, N.J.

Debbie Drinane has been promoted
to director of risk management at
Dean Foods Co. in Franklin Park, lll.

Ms. Drinane, 38, is responsible for
the company's entire risk manage-
ment program. She and her staff will
continue to manage the company's
brokers, consultants and claims ad-
ministrators. Ms. Drinane has spent
17 years with Dean Foods, most re-
cently as corporate insurance and
safety manager. She will continue to
report to Eric Blanchard, vp, secretary
and general counsel.

Ms. Drinane attended Triton Junior
College in River Grove, lll., studying
business administration. She earned
the Associate in Risk Management
designation from the Insurance Insti-
tute of America and is a member of
the Northeastern nlinois chapter of
the Risk & Insurance Management
Society Inc.

Cheryl Williams-Meggett has been
narned director, compensation and
benefits, at I,ever Brothers Co.

Ms. Williams-Meggett previously
was manager of savings in the human
resources department of the New
York-based manufacturer of soap, de-
tergents and food products.

She replaces Stephen Pass, who
was named director of benefits at
Lever Brothers' New York-based par-
ent, Unilever United States Inc.

Jim McCall, vp of human resources at
Imer Bros.

She earned a bachelor of science
degree in accounting from Babson
College in Babson Park, Mass., and
holds the Certified Employee Benefit
Specialist designation.

We'd like to report on sta#changes
in your company's risk management,
safety and employee benefit depart-
ments. Contact Michael Bradford, As-
sociate Editor, Business Insurance,
Suite 114, 8950 N. Central Ezpress-
way, Dallas, Texas 75231; 214-361-
2295; faz- 214-696-1936. Pleasesenda
photograph, too.
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I nte rate Other risk management issues asked o offers of employment to job appli- resources and risk managers
are associated with buying EPL Few organizations should auto- cants, according to Ms Cortese should request that certain infor-
Continued from page 2 insurance, Ms Cortese said _matically provide the type of de- "For how long have our attor- mation be omitted from the appli-
) i , Information supplied uith a tailed information requested on neys said we ought not do thist" cation even if it's revealed to un-
tion, while human resources is re- coverage application could widen the EPL insurance application, she asked "But I'S on the (insur- derwriters, Ms Cortese advised
g?rded ?S pl’OVIdIng" I’T‘IOI"? am_ ance) application " She also recommended a close
biguous tou:/lhy;ie‘iy Ser}/'?esc;n Insurers also may request the reading of EPL policies to deter-
a company, VIr Ritziy expaine past five years' claims history- mine what's covered and what is-
S e 1= 'There are CEOs out there who are saying, information that should be kept n't
made their remarks during a ses- . confidential to Imnimize a compa- For example, most EPL policies
sion titled "The Inevitable Syn-  "\\/ow, we spent more on settling employment .y s exposure, she added don't cover punitive damages
thesis of HR and Risk M'e'anage— H H H "When you get sued, the first which usually represent the bulk
ment Are You Prepared" at the claims than we did on warehouses burnlng . -2 A
agth Annual Society for Human " . _thlng the plalntlf_f's lawyer wz_ants of employment .|I-abI|It-y awards
Resources Management confor- down last year, Gary Ritzky says. is a copy of your insurance policy On the positive side, "These
mee June 22-25 ingSan Dieao And attached to your insurance policies aren't standard They're
Unlike risk managers vgry fow policy is your §igr_1ed .application mostly manuscripts, so you can
—luman resources proféssionals And your application in the back add endorsements," Ms Cortese
of it-look at all this stuff 1 In your said

came through the accounting the company's exposure if it is ob- because everything included in best day, would Kou ever give a Among the endorsements that
door we came thoug{h the soft tained by em? ees suing the the insurance application could betﬂlalntlff's lawyer the stuff that's human resource managers should

loy
science door," Mr Ritzky ob- company in the future, Ms subject ta disclosure during the on that application?" she asked consider requesting are coverage
ese ne discoverXAprocess of a lawsuit, ac- "It's a dream come true for the for claims arising from customers

e

Risk management also tends to. ' What will happen in litigation cording to Ms Cortese plaintiff's counsel You Just gave and clients, as well as discrimma-
get more attention from senior in employment pr.actlces |Iabl|lt.y Foi example, some EPL insurers d all to him " lion and sexual harassment claims
management because its budget- when It'S determined we have in- require employers to follow a pol- To protect their organizations by non-employees, Ms Cortese

hich usually includes insurance st*ranee to cover it?" she also icy of providing detailed written from such disclosure risks, human suggested

premiums-generally is larger

than that of human resources, Ms

Cortese pointed out A21' A--3. 17 "1QY'rt’ - v - _ N >
"When you've got a $2 5 million - S.8t7-,3: -

or $3 million budget, people are ::;p &i - W '5 Z

usually going to pay attention o -

when you say, 'Guess what?' " she . %P

se VAN V& S < T ALY el &0V
Yet risk management and hu- "

nan resources share a common —- Stdk T ad v LS.

cbjective of enabling an organiza- a4 e <

tion to progress toward its mis-

mon in the most direct, efficient 19.013 . t- -

and effective path, Ms Cortese as-

serted E S.-

Now that more and more em- Clr f 1 \ ° .
floyees are successfully suing 4z

_lei i - 5. ik'
t -leir employers for various em al/l. $E>< 1 , ik
Floyment-related claims-creat- ~e—— = e . _ e —
ing major financial exposures for '
tlle corporation-human re- "4 R
sources is getting a lot more atten-
bon, she said 5-A, N M

Indeed, "there are CEOs out

Ptoiu AR

there who are saying, 'Wow, we
spent more on settling employ-
ment claims than we did on ware-
houses burning down last year,
Mr Ritzky said

"There's a lot of focus at risk . 7 6-7-5.4%

=/-9O. (o]

Iranagement conferences on what ’

Teapweglosses one sad tiing the

annual Risk & Insurance Manage-
rrent Society Inc conference - Imf. -En N
Such scrutiny is forcing human -
resources managers to be more ac- ) fan
cc,untable for employment-related - F 2o 86
losses 4S
WiN - - N
If they're not already, a lot more
human resources managers are . L e
going to be reporting to risk man- ' a1 /30 Ei/—A .
agement, he predicted 421 -. =252 45=>>*4Ql
'l think that we've been asleep | .
at the wheel for a long time," Ms .
48&/ip

Cortese said 4,46 4
Now it's time foi human re-

sources managers to get more in-

v_clved in.managing thg risk§ asso- L - .tai

ciated with their function, inelud- ’ -

C
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fe. as many of these risks as pos-
sible, she urged
'Who is best equipped to nego- 43
tiate and evaluate that policy? I U S

she asked attendees "Shouldn't ..
i *ts«SZ -4

you be in the tent?"

relhZyeex-poeprennecrefiosrcrataniynouea

resources professionals, Ms ds Aa
Ccrtese promised as 44
For example, many human re-
so irces managers likely will be -4
su-prised to find out that they
must undergo an internal audit of 1. -
their employment policies and i
practices before their companies /a. v ara )
wi.1 be covered by employment . 0o
practices liability iniura:cey ) VDQ1 ,t| y *I| .
' Are you going to be able to
pass the HR audit?" she asked " 14 $3. o
“You know, when your company i - ) e !
bu /s property insurance they have
people come and do an inspection,
right? Well, they're doing the o
same thing with HR They're go- 2% 434 1 <f '6+5 11'P'- 1
1 -4 *] 54 :

ing to tell you how to run HR " .
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Strategic, streamlined HR crucial

Department striving to keep pace

with fast-growth of computer maker

By JOANNE WOJCIK

SAN DIEGO-Human resource
departments have to be lean,
mean, strategic-thinking ma-
chines to help manage their orga-
nizations' growth without getting
too big themselves, says a human
resource executive for a leading
computer company.

"You've got to be good at the
basics” of human resource man-
agement "so you can move up to
be a strategic business partner to
help your company grow the busi-
ness," said Amy C. Baker, manag-
er of executive development for
Round Rock, Texas-based Dell

Computer Corp.

"You also need to know the lan-
guage of the business your compa-
Ny is in so you can bring up

the issues they're
® really concerned

1-1t about:ratherthan

Ms. Baker gave
SocETY For tips on transform-
HUMAN ing the human re-
sources function

at the 49th annual

RESOURCE

MANAGEMENT

Society for Hu-

man Resource Management confer-
ence June 22-25 in San Diego.

Ms. Baker, who started at Dell in

1989 and has had seven title
changes since then, explained she
has experienced continuous change
in her duties at Dell because of the
company's rapid growth since it
was founded in 1984.

Dell's 1997 revenues are expect-
ed to top $7.8 billion, up almost
50% from $5.29 billion in 1996.
The world's leading direct seller
of personal computers has offices
in 28 countries staffed by 10,000
employees and still is growing,
she said.

"We're hiring 100 people a
week," she said. "You've heard of
the cobbler's children going bare-
foot? Well, we have new people
starting every week, and we can't
get computers to them fast
enough.”

The challenge for Dell's HR de-

partment has been keeping up
with the growth without growing
as fast as the business, according
to Ms. Baker.

"We're part of overhead," she
explained.

The reorganization of the hu-
man resources function that Ms.
Baker launched 244 years ago is a
"work in progress,"” she said.

Initially, in an effort to keep hu-
man resources' budget in check,
she decided to outsource "non-ex-
pert" activities, including benefits
administration, health and well-
ness, occupational health, reloca-
tion services, training delivery
and stock purchase and option ex-
ercise administration.

She also reorganized the HR de-
partment by putting managers in
charge of three lines of business:

MIAT 90 10 TOP

They know that PMA Re has the resources and the expertise to write almost anv kind of business.

COMPANIS KNOW

They know that once clients discover us, they stay with us. Half of our ceding companv clients have been

ABOUT RINSURANC

with us over 10 years. Find out why they choose PMA Re again and again...and what we can do for you.

THAT YOU BON'T?

PMARe

AN A+ Company

What you don't know can't help you. 215.665.5000, fax 215.665.5009, http://www.pmare,com

training, staffing and compensa-
tion. Each manager now arranges
services as needed by line man-
agers. Some services, such as de-
sign of benefits, still is done in-
house, but execution for the most
part is outsourced. For example,
William M. Mercer Inc. handles
benefits administration, an area
health club operates the corporate
fithness program and a local occu-
pational clinic handles workers
compensation treatment for the
company's 9,000 employees in the
corporate headquarters.

To illustrate how the HR de-
partment administers services to-
day, when Dell decided to develop
a new product line, the training
manager was contacted to provide
additional training to existing
salespeople to handle the new
product. Likewise, the central
staffing manager was "employed"
by the manager of the new line to
hire and relocate employees as
needed.

The company's line managers
also have direct computerized ac-
cess to such information as an em-
ployee appraiser program to con-
duet performance reviews; an on-
line decision-making tool; and an
electronic "how to" guide to an-
swer specific HR questions such
as how to fire someone without
triggering a lawsuit.

The Dell human resources de-
partment also has its own site on
the company's intranet, providing
its employees access to personal-
ized data on benefits, education,
safety, security, payroll, even
company policies.

"We have no policy manuals
anymore. We're completely paper-
less" since 1994, she said.

The company also provides em-
ployees access to an outsourced
"HR Service Center"” either via
personal computer or telephone.

The center, staffed by 20 Dell
employees, frees up Dell's human
resource managers to concentrate
on strategy rather than on con-
ducting time-consuming, hands-
on services such as open enroll-
ment, Ms. Baker explained. [:11

Gathering

draws

almost

10,000

SAN DIEGO-Nearly 10,000
human resource professionals
and service providers attended
the Society for Human Resource

® Manage.
ment's 49th
Annual Con-
ference and
Exposition
June 22-25 at
SOCIETY For the SanDiego

HuMAN Convention

RESOURCE Center.
MANASEMENT The event
featuredmore than 150 seminars
on emerging trends and practices

in the human resource manage-
ment field and a trade show with

more than 500 vendors.

Next year's SHRM conference
will be held June 14-17 in Min-
neapolis.

For further information re-
garding future conferences
or the organization, contact
SHRM, 606 N. Washington St.,
Alexandria, Va. 22313-1997;
703-548-3440; 800-283-7476;
fax: 703-836-0367;
prodev@shrm.org; or visit its
home page on the World Wide
Web at http://wMwshrrn.org.

e-mail:



24 / Business Insurance, July 7, 1997

Majority of firms hit by EPL suits

Nearly 75% of HR execs contend
that most claims lack merit: Survey

' By JOANNE WOJCIK

SAN DIEGO-Six out of 10 com-
panies have been named as defen-
dants in at least one employment-
rdated lawsuit in the past five years,
a new survey of human resources
professionals finds.

In addition, 23% of respondents
also say individuals at their organi-
zations have been sued in connec-

ticen with employment-related
claims.

[n spite of the level of litigation,
most human resource professionals
surveyed believe employment-relat-
ed lawsuits are without merit, ac-
cording to the survey of members of
the Society for Human Resources
Management.

When asked whether the "majori-
ty of employment-related litigation
cases today are legitimate claims,"
nearly three-quarters, or 74%, said
they disagreed or strongly dis-
ag. eed

'-The employee rights revolution is
alive and well," said Michael J. Loti-
to, managing partner of the San
Francisco law firm Jackson, Lewis,
Schnitzler & Krupman, at a press
conference held during SHRM's
49th Annual Conference and Expo-
sition, June 22-25 in San Diego. The
"1997 Employment Litigation Sur-
vey- was conducted jointly by
SHRM and the law firm.

'Employers must take preventive
measures to avoid such lawsuits," he
said.

For example, "firms must provide
prcper training and explore strate-
gies such as alternative dispute res-
olution to resolve disputes before

Dock worker j
wins ruling

WASHINGTON-Permanently
disabled longshoremen can con-'
tinue to receive nominal disabili-

ty pa¥|ments even if they accept
jobs that pay them considerably

m-3re than they earned before
their injuries, according to the r
U.S. Supreme Court.

En a 6-to-3 decision last month E
in Metropolitan Stevedore Co. us. i
Rd;nbo, et at., the high court held
"that a worker is entitled to nom-
inal compensation when his d
work-related injury has not di- 3
minished his present wage-earn-
ind capacity under current cir-
cumstances, but there is a signifi- 4
cant potential that the injury will
canse diminished capacity under
fubre conditions.”

In the opinion written by Jus-
tice David Souter, the majority
added that "it is likely Congress"
intanded the Longshore and Har-
bor Workers Compensation Act-
which governs workers compen-
sation for dock workers-to "in-
cluzle the injury-related potential
forfuture wage loss" as a covered
disability.

The case arose when John Ram-

bo, a Huntington Beach, Calif.,

longshoreman, suffered a perma-'

ner-t partial disability after injur-
inghis back and leg. Helater got
a job as a crane operator, earning
wages about three times higher
than he'd made as a dock worker.
His former employer-Metropoli-
tan Stevedore Co.-sought to
modify his disability award be-
cauie of his increased earnings.
-By Mark A. Hofmann

they become costly and time-con-
suming," Mr. Lotito said.

"And businesses must be alert for
potential liability due to growing
workplace privacy concerns," he
said.

Mr. Lotito pointed out that 22% of
respondents said their organizations
had purchased employment prac-
tices liability insurance, though 31%
did not know if they had such insur-

"This underscores that HR may
not be in cornmunication with the

risk side" on this important issue, he

said.

Tne survey also found:

* Nearly half of the 611 suits re-
ported involved a discrimination
claim of some sort, with the biggest
sources of such claims being allega-
tions of race or national origin dis-
crimination and age discrimination.

* One-third of the reported claims

involved allega-
® tions of wrongful
tennination. That
was followed by
claims of sexual
harassment, 14%;
claims alleging a
Labor

Relations Board

socieTy For
HUMAN National
RESOURCE
MANAGEMENT charge or a Fami-
ly and Medical
Leave Act violation, 6%; workers
compensaticn or wrongful death
claims, 6%; and wrongful retalia-

tion, 5%. Respondents in some cases

cited multiple reasons for claims.

» The majority-80%-of the 611
employment-related lawsuits were
filed by former employees, while
14% were filed by current employ-
ees and 3% were brought by unsuc-
cessful candidates for employment.
The remainder of the respondents
did not specify who brought the
lawsuits.

« Approximately 35% of the suits
were resolved by reaching a settle-
ment or private agreement, while
12% went to trial and 9% were dis-
missed. Twenty-five percent are still
pending, according to the survey.
The remainder did not specify how
the cases were resolved.

* Only 21% of employers said they
use alternative dispute resolution
techniques to resolve such claims. Of
that 21%, ADR is used for some

claims at 11% of the respondents’
companies, while only 4% said they
always use ADR. The remainder did
not specify.

In some cases, ADR is mandated
as part of employment agreements
signed by employees when they be-
gin work, respondents said. Twenty-
nine percent of human resource
managers said their organizations
require employees to sign employ-
ment agreements as a condition of
employment. Of those, 14% have
mandatory ADR clauses.

The survey was based on 616 re-
sponses from the 4,900 randomly se-
lected SHRM members who were

mailed the survey in March.

Copies Of the survey are avail-
able for $70 for non-members and
$50 foT members of the Society for
Human Resource Management
606 N. Washington St., Alexan-
dria, Va. 22314; 703-548-3440; fax:
703-836-0367.

A company that manages every medical aspect of catastrophic

injury from any point in the life of the claim, anywhere in

the country. That actually manages cost by ensuring high-

quality treatment and uncompromising medical management,

Now there is a

specializes In the

catastrophically
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B/listing of property/casualty information resources

PROPERTY/CASUALTY

- The actuarial, ratemaking, fi-
nancial and operational capabili-
ties of a loss-analysis system is
described in a brochure from
Coopers & Lybrand L.L.P. Re-
quest item 3202.

IA 1996 guide to the 1986 Risk
Retention Act is available from
the Risk Retention Reporter. Re-
quest item 3203.

I An article available from Cozen

& O'Connor analyzes subrogation
defense based on the doctrine of

superior equities in a recent Cali-
fornia ruling. Request item 3204.

= The benefits of forming a cap-

tive insurance company are re-
viewed in an information packet
supplied by Meadowbrook Insur-
ance Group. Request item 3205.

* Northern States Management
Inc. provides a summary of the
procedures necessary for setting
up a Vermont-based captive in-

surance company. Request item
3206.

= A program information kit cov-
ering miscellaneous professional
liability risks is available from

Greenwich Insurance Co. Request
item 3207.

« Cozen & O'Connor presents an
article that addresses problem ar-
eas for non-profit directors and
officers under liability laws. Re-

working to bring injured workers to higher levels of recov-

ery. That actually defines outcomes and guarantees medical

cost. A company, and a way, that puts the lives of everyone

touched by catastrophic injury back together.

quest item 3208.

- The American Assn. of Insur-
ance Services' programs and ser-
vices, including a cost-assessment
worksheet, are outlined in a cata-
log. Request item 3209.

* Cozen & O'Connor supplies an
article about the impact of profes-
sional licensure requirements
upon a fire investigator's qualifi-
cation to testify as an expert. Re-

quest item 3210.

- The American Institute for
Chartered Property Casualty Un-
derwriters and the Insurance In-
stitute of America present a flier
describing a three-course pro-
gram in general insurance. Re-
quest item 3211.

company that

recovery of your

Injured workers.

DEFINED OUT CONMES

GUARANTEED

VVWORKERS CONMPENSATION CASES

NMEDICAL COSsSTS

for catastrophic injury.

for life.

1.800.676.6777

COPYRIGHT © 1997 PARADIGM HEALTH CORPORATION

= A D&O liability insurance
guide for non-publicly traded
companies is offered by Great
American Insurance. Request item
3212.

- The legal ramifications of an
improperly trained fire claims

handler are examined in an article

from Cozen & O'Connor. Request
item 3213.

= Sedgwick Inc. provides a book-
let that analyzes insurance market
trends and developments in 1997.
Request item 3214.

= A Chartered Property Casualty
Underwriter professional desig-
nation program is summarized in
a flier supplied by American In-
stitute for CPCU and the Insur-

ance Institute of America. Request
item 3215.

I A bulletin from NAC Reinsur-
ance Corp. reviews the latest is-
sues affecting the property and

casualty market. Request item
3216.

| Recent developments in litiga-
tion pertaining to property and
casualty insurance issues are ex-
amined in a newsletter available
from Clausen Miller P.C. Request
item 3218.

+ A description of all of the prop-
erty and casualty insurance cours-
es and programs that are offered
by the American Institute for
CPCU and the Insurance Institute
of America is provided in a book-
let. Request item 3219.

- Greenwich Insurance Co. offers
a program information kit for
long-haul trucking insurance. Re-
quest item 3220.

« International Risk Management
Institute Inc. presents a flier that
describes a professional liability

insurance reference book. Request
item 3221.

= A paper from S.H. Smith & Co.
Inc. details the responsibilities of
board members of non-profit or-
ganizations and the insurance
policies available to them. Re-
quest item 3222.

= A flier available from the Amer-
ican Institute for CPCU and the
Insurance Institute of America de-
scribes the institutes' five-course
educational program leading to
the Associate in Fidelity and
Surety Bonding designation. Re-
quest item 3223.

= A summary of recent cases ad-
dressing claims under fidelity and
financial institution bonds and
crime coverage is available from

Clausen Miiller P.C. Request item
3224.

Continued on next page

How to use

this information

resource guide

The Property/Casualty and.
Health Care Information Re-

source sections comprise cur-
rent informational and educa-
tional materials on topics of in-
terest to corporate risk man-
agement, employee benefits
and financial executives.

The listings are published as
an editorial service by Busi-
ness Ilnsurance; there is no
charge to list materials in these
sections.

All of the materials may be

obtained free of charge by
Business Insurance readers..

To receive any of the free
materials listed in either spe-
cial section, pleas™ write the
key numbers of the desired.

items on the reader service

, coupons that are printed with-
in each section.

: Please fill out the remainder
of the coupon and mail it to: .
Business Insurance Reader f
Service Center, 650 S. Clark
St., Sixth Floor, Chicago, lll..
60605-1702.

All requests must be received -
before Sept. 1, 1997, to be pro- 2
.cessed., t{it¥-i., .>.-»«.<1t..©6. ,
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information

Business
msurance

NOTE: THIS COUPON WILL NOT BE PROCESSED
AFrER SEPTEMBER 1, 1997

Resource

All questions must be answered in order to have your
inquiry processed.

Please check one item for each category:
1. My organization is best described as:
A O Mig/Svcs F O Ins Agent

8 O Association G 0 Ins Broker L = TPA

C O Union H O Ins/Reins Co M O Kealth Care

D Il Government 1 0 Actry/Consit Inst

E O Educational Inst J O Attorney 4 O Other

2. Number of employees:

1 0150 or fewer 3 0500-999 5 0 5,000 or more
2 0151-499 4 01,000-4,999 6 O Unknown

3. My title is best defined as:
A O Administrative Mgt

8 0 Financial Mgt

CO Risk Mgt

K O Adj/Apprs

D O Benefits Mgt
E IJ Lass Prevention Mgt
F [2 Other

4. My purchasing involvement for the requested products is to:

1 0 recommend only 2 0 specify 3 O approve

5. Do you now receive a personally addressed copy of
Business Insurance?

A O Yes B INo, please send Business Insurance

subscription information

To obtain copies of literature and information about products and
services listed in the July 7 info section, simply indicate the key
numbers for the items you want and mail the coupon'to:
Business Insurance Reader Service Center *
650 S. Clark St., 6th Floor
Chicago, IL 60605-1702

Please print clearly

Name

Title

Company

Address

City State Zip

Phone ()

Continued from previous page

| Coopers & Lybrand L.L.P. pre-
sents a brochure that describes
actuarial, risk management and
claims consulting services for in-

ternational clients. Request item
3225.

- Cozen & O'Connor offers an
analysis of Washington state's
new claim regulations for envi-

ronmental claims. Request item
3226.

< An educational program lead-
ing to the Associate in Loss Con-
trol Management designation is
described in a flier supplied by
the American Institute for Char-
tered Property Casualty Under-

writers and the Insurance Insti-

tute of America. Request item
3227.

- The American Institute for

GERLING AMERICA

INSURANCE COMPANY

YOUR PARTNER

FOR INDUSTRIAL AND COMMERCIAL INSURANCE

IN EUROPE AND THE UNITED STATES

Gerling America is part of the Gerling Group, an international

insurance and reinsurance group headquartered in Cologne,

Germany. Founded in 1904, the Group operates in more than

29 countries with a premium volume of U.S. $10 billion,
invested assets of U.S. $28 billion and a total of 10,000

employees.

Ger|ing America Insurance Company (GAIC) writes industrial

and commercial property, casualty and ocean marine insurance.
GAIC is rated "A" by A.M. Best and its Financial Rating is Class

VI, with capital surplus of over U.S. $100 million.

GERLING AMERICA INSURANCE COMPANY

717 Fifth Avenue - New York, New York 10022
Telephone: (212) 756-2600 « Facsimile: (212) 319-5626

http://www.geri ingamerica.com

CPCU and the Insurance Institute
of America supply a flier outlin-
ing a six-course program leading
to the Associate in Marine Insur-
ance Management designation.
Request item 3228.

I NAC Reinsurance Corp. pre-
sents a book describing the claus-
es found in reinsurance contracts
and the regulations affecting
them. Request item 3229. 1 4
f

= The Chicago Board of Trade
supplies a newsletter updating
readers on the market for the
CBOT's catastrophe options. Re-
quest iterm 3230. ,

I A flier from the American.Insti-
tute for CPCU and the Insurance
Institute of America outlines the
institutes' four-course program
leading to the Associate in Rein-
surance designation. Request item

=S = 1 _ []

+ A glossary of selected reinsur-
ance terms is available from rein-
surance intermediary Gill &
Roeser Inc. Request item 3232.

I An article from the SIGMA Ac-
tuarial Consulting Group Inc
provides details on the impact of
investment earnings on cash flow

and reserve funds. Request item
3233.

- A monthly newsletter from
NAC Reinsurance Corp. reviews
major developments affecting the

reinsurance industry. Request
item 3235.

| The Chicago Board of Trade
provides a guide to the CBOT's
catastrophe insurance options and
hedging applications for both in-
surance companies and reinsur-

ance companies. Request item
3236.

| BNA Books presents an expla-
nation of federal sexual harass-
ment law and suggests how to
handle such situations. Request
item 3238.

- Cost-effective communication
during the litigation process is
outlined in a flier presented by the

ICALM Group. Request item
3239.

- Stone & Webster Management

Consultants Inc. provides an arti-
cle that addresses the use of

claims audits in conjunction with
large construction projects. Re-
quest item 3240.

I International Risk Management
Institute INnc. offers a flier that
outlines a glossary of more than
1,400 insurance and risk manage-

ment terms. Request item 3241.

I An article from SIGMA Actuar-
ial Consulting Group Inc. gives a
general discussion on the theory

and uses of loss triangles. Request
item 3242.

= Successful client/counsel reta-
tionships are described in a flier
offered by the ICALM Group. Re-
quest item 3243.

I The Insurance Institute of
America presents a flier describ-

ing a four-course program leading
to the Associate in Personal Insur-

ance designation. Request item
3244.

I Two newsletters from Aon Risk

Services Cos. Inc. cover topics
such as loss prevention and disas-
ter planning. Request item 3245.

I The ICALM Group supplies a

Continued on page 28
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ENTRUST THE CUTTING

OF A DIAMOND TO ANYONE
BUT A SPECIALIST.

THE SAME SHOULD BE TRUE
FOR MANAGING YOUR
WORKERS' COMPENSATION
CLAIMS.

Our specialized approach to claims
management can reduce the cost
per claim to as much as 40% below
the industry average.

A trained specialist can see what the less experienced
eye sometimes cannot...and can be trusted to make
the right decisions at the right time in critical situations.

This is why, unlike companies that use generalist
adjusters to review all claims, AlG Claim Services, Inc.
(AIGCS) breaks down claims management into specific
disciplines—employing specialists who focus

on their individual areas of expertise.

Specialization means greater efficiency, which
ultimately helps your employees return to work faster
and drives down your overall claims costs.

In addition, our specialized approach is multi-
faceted...offering proven investigation services,
managed care, early-return-to-work programs, and
IntelliRisk™ our real-time, Windows®-based risk
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To find out how AIGCS' team of specialists, in concert
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Business
mMmMmsurance

NOTE: THIS COUPON WILL NOT BE PROCESSED
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flier that outlines criteria for
more understandable legal bills.
Request item 3246.

= Al list of questions to ask when
considering claim audits is pre-
sented by the ICALM Group. Re-
quest item 3247.

I The American Institute for
Chartered Property Casualty Un-
derwriters and the Insurance In-
stitute of America provide a flier
describing a three-course pro-
gram leading to the Associate in
Risk Management designation.
Request item 3248.

= Operational and contingency
planning, litigation coordination
and legal expense audits are high-
lighted in a guide from the

ICALM Group. Request item
3251.

I SIGMA Actuarial Consulting
Group Inc. supplies a flier with
property/casualty insurance in-
dustry Internet addresses for the

insurance professional. Request
item 3252,

I The ICALM Group presents a
paper that provides details about
a comprehensive

methodology program. Request
item 3253.

litigation

- The advent of innovative risk

management and risk financing

solutions are reviewed imn a

Nnewsletter available from Marsh

& McLennan Cos. Inc. Request
item 3254.

= A checklist for hotel disaster re-
sponse measures is available from

the ICALM Group. Request item
3255

I SIGMA Actuarial Consulting
Group Inc. offers a flier that de-
scribes a new service whose mem-
bers can receive complimentary
educational material designed to
help the property/casualty insur-

ance professional. Request item
3257.

I A newsletter that is available
from PENCO addresses various
issues relating to the insurance in-
dustry, including such topics as
risk management and actual

claims occurrences. Request item
3258.

= The characteristics of an effec-

tive claim presentation are ex-
plained in detail in a claim prepa-
ration manual

offered by

Dempsey, Myers & Co. Request
item 3259.

= Coopers & Lybrand L.L.P. pro-
vides a brochure that addresses

the environmental challenges that

50 5.000 or more
6 0 Unknown Name
Title
D OBenefits Mgt
E O Loss Prevention Mgt Company
F O Other
Address
3 0 approve City State Zip
Phone ()

8 0 No, please send Business Insuraice

NOTE IS LEGAL TENDER
JEBTS, PUBLIC AND PRIVATE

, 6.84

are facing American corporations.
Request item 3260.

= Information on casualty claims
consulting services for self-in-
sured entities is available from
Coopers & Lybrand L.L.P. Re-
quest item 3262.

- A claims and litigation ques-
tionnaire is offered by the ICALM
Group. Request item 3263.

I An article available from Cozen
& O'Connor provides detailed in-
formation on how subrogation
counsel and recovery specialists
can pre-emptively take action to
preserve subrogation claims. Re-
quest item 3264.

= Al flier from International Risk

Management Institute Inc. de-
scribes a reference book about

contractual risk transfer. Request
item 3265.
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= A disk from Structured Finan-
cial Associates Inc. outlines the
definition and technical functions
of structured settlements used in

individual claims. Request item
3266.

I American Re-Insurance CO.
presents a book with court ease
citations giving insight into a par-

ticular jurisdiction's procilivities

when interpreting coverage issues in
environmental cases. Request item
3267.

I Structured Financial Associates
Inc. supplies a disk that describes
the functions of structured financial

claims settlements. Request item
3268.

= An ad hoc reporting tool designed
to simplify the process of creating
reports from claims and risk data is
outlined in a brochure available

Continued on next page
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from Corporate Systems. Request
item 3269.

| DORN Technology Group Inc. of-
fers an article detailing the effort to
establish an industry-wide claims
data standard designed to facilitate
claims processing via client-server

computer systems. Request item
3270.

* A brochure available from Corpo-
rate Systems describes the process
of reconstructing and converting
risk data from various sources as the
foundation of an effective risk man-

agement database. Request item
3271.

- A newsletter from Marsh &
MeLennan Cos. Inc. contains arti-
cles and examples to help readers
use information systems for their
risk management processes. Request

2516

WASHINGT

_4,<

item 3272.

= An overview of classroom, com-
spondence, video and multimedia
courses offered by Crawford & Co. is

available in a booklet. Request item
3273.

* Corporate Systems presents a
brochure that explains the benefits
of a risk management and claims

administration system. Request item
3274.

| A user's guide and a disk contain-
ing loss forecasting and reserving
software is available from SIGMA
Actuarial Consulting Group Inc. Re-
quest item 3275.

« A paper that is supplied by Cozen
& O'Connor discusses the origin and
the development of National Fire
Protection Assn. Standard 921, a
guide for fire and explosion investi-
gations developed by the NFPA. Re-

information
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It's bound to happen. You're going to take a hit.

And if your reinsurer doesn't have you covered, you may be down for

the count. So before you choose a reinsurance company to stand

behind you, you had better make sure you know exactly what's behind them.

At Signet Star, clean capital is one of our many strengths.

We have over $250 million of policyholders' surplus ready and available.

Capital that is free from old environmental impairment

and asbestos liabilities. And there's more muscle behind that.

Signet Star is a member of the W.R. Berkley Corporation group of companies.

Our financial power has been recognized with an "A (Excellent) rating

by A.M. Best and an "AA-" claims-paying ability ratins from Standard and Poor's.

Our business is reinsurance and we are totally committed to it.

Signet Star has five operating divisions staffed with experts in their respective

fields, and we're growing. So before you take the hit,

better make sure that your reinsurance company can absorb the blow.

At Signet Star, we've got the commitment and the capital to keep you covered.

And that's a promise you can bank on.

Signet
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quest item 3276.

» Meeting the requirements of Gov-
ernment Accounting Standards
Board's Standard 10 is the subject of
a report from the SIGMA Actuarial

Consulting Group Inc. Request item
3277.

« A single-source electronic data in-
terchange solution for comprehen-
sive risk data intake and regulatory
compliance reporting is described in
a brochure that is available from

Corporate Systems. Request item
3278.

« Coopers & Lybrand L.L.P. sup-
plies an information packet listing
descriptions of the company's risk
management consulting services for

self-insured entities. Request item
3279.

* The Insurance Institute of Ameri-
ca presents a flier describing a four-
course educational program leading
to the Associate in Surplus Lines In-

surance designation. Request item
3280

« An information packet available
from Berkley Risk Services/States
Self-Insurers Risk Retention Group
Inc. contains material about a risk
retention group structured to pro-
vide excess liability coverage on a

broad-form basis. Request item
3281.

+ O'Brien & Hennessy provides in-
formation including a monthly short
discussion of subrogation issues. Re-
quest item 3282.

« Volunteer Defense to Subrogation
Action is a report presented by Coz-
en & O'Connor that examines a re-
cent decision issued by the Califor-

nia Court of Appeals. Request item
3283.

m A list of what to look for and what
to ask when reviewing legal bills is
presented by the ICALM Group. Re-
quest item 3284.

« A risk management guide for loss
prevention that is directed to en-
trepreneurs as well as corporate
managers is available from the
Chubb Group of Insurance Cos. Re-
quest item 3285.

« Aon Risk Services supplies a bul-
letin with information on interna-
tional insurance, risk management

and regulatory issues. Request item
3286.

I Claims specification software
that was created in order to help
risk managers unify a database of
claims is available fromm DORN

Claims Specification. Request
item 3287.

Continued on next page
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I A brochure available from The
American College offers informa-
:ion on professional education
programs, including those leading
:o the Chartered Life Underwriter
and Chartered Financial Consul-

tant designations. Request item
3288.

« The main types of captive in-
surance companies and the ad-
rantages and disadvantages of
each form of captive are outlined
in a primer supplied by Northern

States Management Inc. Request
kern 3289. | =1 |

8/ health care information resources

HEALTH CARE

| Tax-effective savings opportu-
nities for post-retirement medical
expenses are examined in an arti-
cle by The Kwasha Lipton Group.
Request item 3301.

I The American Institute for
Chartered Property Casualty Un-
derwriters and the Insurance In-
stitute of America provide a flier
explaining a program leading to
the Associate in Automation Man-

agement designation. Request
item 3302.

I Quarterly reports on the events
and trends in health care regula-
tion are offered by NILS Publish-
ing Co. Request item 3303.

- An article offered by The
Kwasha Lipton Group discusses
how a profit-sharing plan can be
designed to effectively deliver

medical benefits to future retirees.

Request item 3304.

= The International Foundation
of Employee Benefit Plans sup-
plies a newsletter that examines
trends in voluntary benefits. Re-
quest item 3305.

I The Alexander Consulting
Group provides a research brief
that analyzes the benefits of
Medicare risk HMOs for employ-
ers sponsoring retiree health care
plans. Request item 3306.

= Clausen Miller P.C. offers a re-

We help our clients manage the

winds of change ...

even when they hit at 115 mph.

-*.%53:2 ..' 14-i-i -

"71- r.=>er Oft

When our clients face catastrophic losses, they need instant, on-site response-

regardless of location or conditions. That's why when Fran was still pummeling the

Carolina coast, Crawford adjusters were already there, well before anyone else. With no lights,

no power, and with winds still reaching gate force, Crawford's temporary

Claims Center was up and running. It was all made possible by our

1- centralized assignment system, which electronically dispatches

all of the details of each loss in a matter of minutes.

Crawford®Tpe power to manage your changing environment.

http://www.crawco.com

port addressing the application of
ERISA in restricting damages
available to plaintiffs alleging
medical malpractice against man-

aged care providers. Request item
3307.

I A bulletin summarizing the
"Health Care Reform Act" and
discussing steps employers can
take to be in compliance with this

Act is available from The Kwasha

Lipton Group. Request item 3308.

- A booklet prepared by SBPA
Systems Inc. describes group ben-
efit administration systems for
medical, dental and vision claims
adjudication. Request item 3309.

i An article from Self-Insurance
Marketing Service describes what
it takes for a claims administrator
to successfully reach the self-in-

surance market. Request item
3310.

I The International Foundation
of Employee Benefit Plans offers a
survey that indicates public opin-
ion about the fate of Social Secu-

rity and Medicare. Request item
3311.

I A guide to self-funded benefit
programs and services is available
from VISTA Administrators Inc.

Request item 3312.

| Alternatives to funding employ-
ee medical benefits are explained
in a paper from the Kwasha Lip-
ton Group. Request item 3313.

« Sedgwick Noble Lowndes sup-
plies a survey of health insurance
companies and health mainte-
nance organizations that analyzes

health care trends. Request item
3314.

- Marketing and sales tips for
targeting the self-insurance mar-
ket are contained in an article
from Self-Insurance Marketing
Service. Request item 3315.

I VISTA Administrators Inc. pro-
vides a brochure for self-insured
employers with an overview of
Section 125 plans, including rea-

sons to adopt a flex plan. Request
item 3316.

I The legal and tax issues sur-
rounding domestic partner bene-
fits are detailed in an article from
The Kwasha Lipton Group. Re-
quest item 3317.

= An overview of dependent care
benefits is featured in a brochure
from Child & Elder Care Insights
Inc. Request item 3318.

I A survey from the International
Foundation of Employee Benefit
Plans demonstrates the impor-
tance of quality in health care
plans. Request item 3319.

I A bulletin from The Kwasha
Lipton Group outlines details in
the "New York Health Care Re-

form Act of 1996." Request item
3320.

- An executive medical insurance
plan is described in a brochure

from RLI Insurance Co. Request
item 3321.

I Mid-America Coalition on
Health Care provides a booklet
that describes a cost savings pro-
gram for improving pregnancy

outcomes for employees. Request
itern 3322.

Continued on nert page
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HAIR CARE BY CHUBB.

Luster Products, Inc. is one of the leading African-American owned manufacturers of hair care products and has a growing
international market. Chemical ingredients in hair care products make most insurers cautious. But, thanks to some |

good chemistry with Lusters i insurance agent, Chubb recognized the beauty of Luster’s products With this knowledge,

. w « Chubb styled an insurance progr m for Luster that covers property, product liability anc&algl exporters package. As one

of the world’s leading business insurers, Chubb has 115 years of experience—along w1thttﬁe hlghest ratings for financial

find out r_how your indepen-.

strength—to help keep both growing and mature companies from pulling out their han‘\.v
Chubb to help your business, call 1-800-36 CHY.

dent agent or broker can work BB. You can also visit our web

site at http://www.chubb.¢om

INSURE
YOUR WORLD

WITH CHUBB CcCHUBE

For promotlonal purposes, Chubb refers to member insurers of the Chubb Group of Insurance Companies underwriting coverage. The precise, ed%ra&= a subject to the terms

: a.nd conditionsof the policies as issued. Not all insurers do business in all jurisdictions. Chubb Group of Insurance Companies, Box lﬁlkwgrren. NJ 070
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Continued from page 30 item 3325 and Department of Labor is ana-

lyzed in a booklet supplied by The

I A newsletter with articles of | An article from The Internation- International Foundation of Em-
general interest to health care al Foundation of Employee Benefit ployee Benefit Plans Request item
claims payers is available from Plans illustrates the need to re- 3328
Medco Review Inc Request item structure benefits due to the in-
3323 creasing number of contingent | The Frank Gates Service Co

workers Request item 3326 features a newsletter covering
» The Kwasha Lipton Group is of- trends in group health services
fering a flier with information on I An analysis of medical saving, workers compensation and unem-
how to analyze the long-term care accounts as an addition to or re- ployment compensation Request
marketplace efficiently Request placement for existing health plan item 3329
item 3324 options is available hom The

Kwasha Lipton Group Request | Three options fol employer-
- An analysis of a "wrongful hv- item 3327 sponsored fithes programs are
ing" case as it relates to risk man- presented in a flier from The
agement considerations is provid- | The history of audits conducted Kwasha Lipton Group Request
ed by Clausen Miller P C Request by the Internal Revenue Service item 3330

- BNA Books presents a fact sheet
that summarizes emplovee benefits
available under the Social Securl-
ty and Medicare systems Request
item 3331

- StayWell Health Management
Systems Inc supplies a personal
health asesment to improve em-
ployees' health and ensure appio-
priate use of the health caie sys-
tem Request item 3332

i Guidelines on how to convert
health plan data into useful 1nfor-
mation az e in a brochure flom The

Kwasha Lipton Group Request
item 3333

« A paper on medical benefits %ub-
rogation and the financial oppor-
tunity it represents for all health-
care claim payers 16 available from
Strategic Recoverv Partnership
Inc Request item 3334

+ A newsletter focusing on health
care policy language and sugges-
lions on dialting good policy lan-
guage from Strategic Recovery

Partnership Inc Request item
3335

+ A brochui e providing informa-
tic,n on professional education pro-
gramt including those leading to
the Registered Health Underwritel
a and the Registered Employee Ben-

efits designations, is offered by

The Amel lean College Request
item 3336
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Web advertising good policy, expert says

Brand awareness, direct response principal strategies on the Internet

By MICHAEL PRINCE

dvertising on the

Internet works and

will become an in-

creasing important

part of insurance

company advertis-
ingin the future, predicts an expert
on Internet marketing.

"The Web is now populated
enough for advertising," said Jim
Steme, co-founder of Target Mar-
keting, a Santa Barbara, Calif.,
company that specializes in mar-

Y- Y

A

IMCA

keting on the Internet. Mr. Steme
spoke at the Insurance Marketing

Communications Assn. annual

meeting in Boca Raton last month.

An important aspect for Web ad-
vertisers to keep in mind is that
people don't want to waste time
while using the Internet, he said.
While watching television or read-
ing a magazine, people don't mind
wasting time, "but | expect the

jjgo

(=
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value for my time in front of the
computer to be higher," he said.

Therefore, he recommends that
ads on the Internet appear only in
places where the viewer will appre-
date them. For instance, he dted
an ad for laundry detergent that he
saw on a Web page for anthropolo-
gy, hardly the place people are
looking for deaner clothes.

"You want to focus your adver-
tisement on sites where people
who want or need your service
show up," Mr. Steme said.

There are two general strategies

for Web advertising, he said:

- Brand awareness. The measure
of success for this strategy is if peo-
ple become familiar with one's
name, he said.

« Direct response. Success for this
is based on the number of times
people enter the advertiser's Web
site from the original site where
the ad was placed, called click
throughs, he explained.

Internet ads are effective for both
advertising strategies. Mr. Sterne
said a study by HotWired, an on-
line magazine, showed that Inter-

i T can thjnk of three great reasons why Amwest js an important market for my agency and our bonding clients, First

1 Amwest has been a leader in their commitment to work with mjnorjty and emerging business pmspects both here jn
St. Louis and across the nation.

'Second, Amwest's underwriting team works hard for us. They're innovative in findjng ways to write both miscella-
neous and contract bonds that don't meet conventional underwriting requiremenE.

"Finally, Amwest has quality people. They are sensitive to the response time and service commitments that are
essential for doing business in the standard underwriting market. For both our large and small contractors, Amwest

doesn't just ur.derwrite bonds-they create opportunities!"

Affiliate, National Association of Surety Bond Producers

Member, Surety Association of America

- Dennis Lutz

A Amwest

Amwest Surety Insurance Company

net ads are effective in raising
name awareness. "And other stud-
ies show that people pay attention
to ads,” he said. "They see them
and click on them."”

A number of ways to advertise
exist on the Internet. The most

common is a banner ad that lies

across the top of a Web site like a
cyber billboard. One disadvantage
with banners, though, is that
when the viewer scrolls down the
page, the banner scrolls out of
view, he said. So, a more sophisti-
cated type of banner was invented
that permanently stays on the top
of a page, always in view.

Another type of ad is sponsor-
ship. This is when a site is spon-
sored by one advertiser whose
name appears in the logo. An ex-
ample is a site for children spon-
sored by General Mills Inc. "This is
like General Mills has their own
television show," he said.

0

Interactive ads are even more so-

phisticated. These ads move, dance ,
or flash with the goal of grabbing a
viewer's

attention. "Animation

means more retention and more
click throughs," he said.

Other types of interactive ads,
contain scrolling text that conveys
the advertiser's message. "You
don't need to click through," he

Sstgisc/l,' "They tell you the whole

The success of interactive ads has

led to more advanced varieties. For

example, one site gave viewers the
choice of paying 18 cents to finish ,
reading an online article, or to see

the remainder for free after view-

ing an ad. Once the ad was dis-
played, viewers had to type in the
name of the sponsor to return to

the story. The typing of the name,

he said, means people will better
remember the advertiser's name.

But the most sophisticated ad-
vertising, he said, lies in the ability
to specifically target people.

A relatively new way of reaching ,
people is through what is called
push technology. Rather than
waiting for people to click on one's
Internet site, push technology will
send the Web page directly to peo-
ple who have chosen in advance :o
receive it.

For example, one popular service '
called PointCast uses push tech-
nology to send news regarding
topics selected in advance by the
viewer, along with ads.

"It's a screen saver," he said.
"When your computer is quiet it
pops up and takes over ycur
screen," displaying the informa-
tion requested.

But, Mr. Steme said that many
people have become turned off by f
it. "It's an interesting idea," he :
said. "It has some value, but as a
mass medium it is not totally there
yet."

Mr. Sterne outlined several keys
to a successful Internet ad. First,
make the ad move. Also, bright ,
colors get people's attention. And
putting the words "click here" on
the ad creates a 40% higher re-
sponse in terms of click throughs
than without it, he said.

Most importantly, however, is
making sure one's product match-
es the content of the Web page.

See Advertise on page 325
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For example, when someone
types in search words while using
an Internet search engine, that indi-
cates an interest on the part of the
user in those topics. So, an ad that
fits the user'S interest as expressed
in The search criteria would be ap-
prcpriate.

Ihe technology that puts an ad-
vertisement in front of interested
people is combined with other soft-
ware that builds profiles of net
surfers based on the sites they visit.
"This is probably the most interest-

ing thing on the Internet today," he
said.

H/e're striuing to be as good as

Based on these profiles, marketers
can anticipate a surfer's tastes when
compared with the tastes of other
users with similar profiles, called
collaborative filtering. Combining
the two technologies puts ads in
front of people whose profile says
they already are interested in the
product.

"They do the collaborative filter-
ing, find people who have similar
profiles and see what ads they click
on, and provide you with the same
ads," he explained.

The result is that the Internet in
the future won't just take surfers
where they want to go, he said. But
it will already "know where they

will go," he said, and provide an ad-
vertisement to fit their tastes. Eli

Expert details how to boost Web impact

By MICHAEL PRINCE

memberthe:

That was the advice

essful

provided by Internet marketing
expert Jim Sterne at a workshop
discussion on Web sites at the In-
surance Marketing Communica-
tion Assn's. annual meeting in
Boca Raton, Fla., last month.

Web sites need to be fun, inter-
esting or useful, he said. "Fun is
hard," and interesting is harder,

HUMAN

IMCA

Mr. Steme said. "Useful, however,
is something we all can do."

Although few if any insurance
transactions are taking place over
the Internet, a Web page can be a
great way for an insurance compa-
ny to enhance customer service,
he said. "Customer service is great
marketing, and the Internet is
great for customer service," he
said. "This can be a great way for
working with agents.”

At a minimum, the Web site can

ossible.

note ve EMPHASISoONnbumanly

There are a lot of things you and your

customers can look forward to on this

wondrous trip called life. Thoughtful and

timely help from an insurance company

should be one of them.

If it isn't, we'd like to talk with you.

We're Standard Insurance Company and

we selllife and disability insurance and

retirement plans for individuals and groups

plus group dental. But we're really much

more than just an insurance company.

We're a people company. That's because

we know our services mean nothing without

solid, long-term relationships with people

like you.

So, who would you like to work with?

Someone big? Someone small? Fortunately,

we're both. We're large enough to provide

the products you demand, yet small enough

to offer you very quick and personal service.

It's a combination that has helped us gain

new business every year.

Which, of course, brings us to you. How

would you like to work with a company

whose bottom line is measured by its top

priority: people?

For more information, give us a call

in Portland, Oregon, at 1-800-642-9888

(8 a.m.-5 p.m., Pacific Time).

STANDARD INSURANCE COMPANY

People.Not j'ust policies.®

be seen as a 24-hour-a-day, seven-
day-a-week brochure for the com-
pany. This is frequently better for
customers, as they can learn about
the company at their own speed
and when they want. This also
means that if they call the compa-
ny for information, they already C
know a lot and may have fewer

questions.
But the Web site has to have

valuable information or it won't
be used, he said.

Several workshop attendees said
that within their companies,
putting up a Web page was de-'
layed as people debated whether
to put up a site with incomplete 4
information or wait until the en-
tire site was completed. Mr. Sterne
recommends putting up the site
as soon as possible and then
adding the new material when it's
ready. This will also allow the
company to promote its new site, 1
while also creating the impression 4
the site is being continually im- f
proved, he said.

Other attendees were concerned
about potential technological
glitches hurting their company's
Web site as well as the company's
reputation. Mr. Steme said that
should not stop companies from
putting up a site; people expect
some glitches on the Internet, as
the technology is still relatively

"Get out there and make your
mistakes now," he said. "Now is a
great time to screw up."”

He also said even the best-
planned sites will need revision.

No matter how much the site is j
planned, no one knows what the
response will be until it's up and
running. And sometimes what
people want differs from what is r
expected.

"You have to have a purpose for z
the Web site,"” he said. "But you c
need to change the purpose based C
on the response you get from the
people who visit the site."

Measuring the value of the Web
site also is important, especially if
senior management wants to de-
termine the site's value. What's
important to remember, he said,
is not only how much money a
site brings in but how much it will
cost the company to provide the
service by another means.

By disseminating information
over the Internet, where distribu-
tion costs are virtually zero, a
company may save a lot of money
compared with distributing it an-,
other way.

"Every time someone clown- ,
loads something instead of ship- H
ping it, the company saves
money," Mr. Steme said.

But like the proverbial tree that
falls in the uninhabited forest, a
good Web site doesn't do any-
thing if no one visits it. Mr. Sterne
recommends putting the compa-
ny's Web site address in all adver-
tisements, on business cards and
on letterheads. One way of at-
tracting visitors, he added, is to
tell people valuable information is

available only on the Web site
and nowhere else. 1a]



Do you want to be the one to tell them their
homeowner's insurance doesn't cover floods ?

When disaster strikes, you are one
of the first people victims call. Because
they depend on you to make sure
they're covered against any eventuality.
So make sure they're covered with
flood insurance through the National

Flood Insurance Program.
Earn great commissions.

Coverage has been increased to
$250,000 on the building and
$100,000 on contents for residences.
Commercial properties may be cow
ered up to $500,000 each for build-

ing and contents. That means your

commissions could be substantial.

There's unlimited growth potential.

Since between 25% and 30% of

flood insurance claims originate in
"low risk" areas, most every home-
owner, renter and business owner is

a potential customer.
Receive free qualified leads.

People who respond to our toll-free
number in our "Cover America" mar-
keting program will be referred to
you when you sign up for our leads
program. Be there for your clients.
Send in the coupon today or call

1-800-611-6123, ext. 153.

1-800- 611-6123 et.153

0 Please send me information about the

National Flood Insurance Program.
MAIL TO. FEMA/MSC, PO BOX 1038,
JESSUP, MD 20797-9408
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To participate in the NFIP Coop
Program, call 1-800-5648236
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Internet marketing hits home for insurance broker

By BRUCE KELLY

hemn S9-—

month-old

lan Lochte-

feld wakes

up at 6:30

each mom-
ing, it's time for his mother, com-
mercial lines broker Joanne Lochte-
feld, to go to work.

After feeding and playing with
her son, Ms. Lochtefeld logs on to
her computer and responds to e-
mail messages directed to her com-
pany's home page on the World
Wide Web.

Some of the messages are junk
mail, but many come from clients
requesting information or changes
in policies. For example, one mom-
ing recently Ms. Lochtefeld re-
sponded to a client, a software con-
sulting firm, that had e-mailed her
the night before seeking to increase
its property insurance limits after
buying a new computer. Ms.
Lochtefeld was able to get the client
a quote and update the consulting
firm's policy by the time lan's
nanny arrived at 8:30 a.m.

Ms. Lochtefeld, 35, who has two
part-time employees, started San
Francisco-based Cymru Insurance
Services in 1994 and launched its
Web site that same year. She is
proud of the speed and accuracy
with which the brokerage responds
to her clients via the Internet, many
of which operate high-tech bum-
nesses in downtown San Francisco.

"By 8:30," she said, "lI've already
responded to eight to 10 people."

"It's more effective than the Yel-
low Pages," she said of marketing
her services on the Web. And by ex-
changing information online, Ms.
Lochtefeld doesn't have to stay on
the phone with each client for 45

minutes.

Will more brokers do business as
Ms. Lochtefeld does in the future?
More will have to in order to sur-
vive, according to new research.

Agents and brokers will face new
competitors as insurers increasingly
use the Internet to sell policies di-
rectly to customers, a recent report
predicts.

The report, "Global Insurance to
the 21st Century," forecasts dra-
matic changes for the insurance in-
dustry. The study, which focused
on personal lines, was jointly pre-
pared by The Economist and Inter-
national Business Machines Corp.

"Consumers want to comparison
shop," said Alice Morrison, a princi-
pal of IBM's Consulting Group in
White Plains, N.Y. Insurance agents
used to make those comparisons for
customers; now, with Web site op-
erators such as InsWeb-www.in-
sweb. com-aiming "to be a one-
stop shopping mall for insurance
information and transactions,"” the
traditional role of agents and bro-
kers is changing, she said.

The changes in the insurance in-
dustry wrought by new technology
are similar to those in financial ser-
vices in general, said Paula Sinclair,
author of the report and a senior

editor at The Economist Intelli-

gence Unit.

"People want to go as directly as
possible to providers," Ms. Sinclair
said.

The report predicts a shrinking
role for agents and brokers in the
personal lines market over the next
five years. Based on surveys with
160 insurance executives and 40
personal interviews, the report pre-
dicted that insurance companies in-
creasingly will use the Internet to
assess policyholders' needs and sell
polides.

If used properly, however, the In-
ternet also has the potential to in-

Select*Life variable universal life insurance is issued by ReliaStar Life Insur

crease the amount of business that

brokers and agents produce, said
Randall Cole, vp-North America
Consulting Services Insurance In-
dustry for IBM in White Plains.

"Th«11 have more current infor-
mation than they do today," he
said. "Technology will help them
understand lheir clients' needs in
detail and provide customized solu-
tions."

Ms. Lochtefeld credits the Inter-
net with increasing business for her
brokerage.

Cymru Insurance Services' Web

site-www.ezone.com/bis/-debut-

ed in October 1994, and Cymru has
seen new business generated by the
Web rise each year. In its first year,
"Cymru had a 5% increase" in new
business from i8 Web site, Ms.
Lochtefeld said.

Although she didn't set out to tar-
get high4ech clients, it turned out
they were most comfortable with
doing business on the Internet.

As Ms. Lochtefeld established a
niche with San Francisco's high-
tech companies, Cymru's business
grew. In 1996, 16% of new business
came from the Web, and she pre-
dicts that percentage will rise to

dealer, Washington Square Securities, Inc. For more complete information, including
Policy #84-662 not available in DC, NY; Policy #84-795 not available in DC, NY, NJ. Policy

a

'tad br*er-

P.*tr:tus- ./:9/ 4 BW.

20% this year, with Cyinru's annual
gross revenues reaching $ 125,000
and $150,000. Most of her policies
have premiums ranging from $500
to $3,000, she said. Her Web site's
home page looks like a simple
brochure and fills the computer
screen. Beneath a photo of a dock,
it states her name, phone number
and e-mail address. It lists coverages
she places-commercial general lia-
bility, property, automobile, work-
ers compensation and miscella-
neous professional liability-in
bold. Brief explanations regarding

Continued on nextpage
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Continued from previous page
available coverage terms and limits
follow.

Although doing business in cy-
berspace can be easy, it does have
limitations.

For example, Ms. Lochtefeld, who
is licensed in California and five
other states, said she also receives
inquiries from businesses in states
where she cannot sell insurance.
When that happens, Ms. Lochte-
feld refers the inquiries to her insur-

The Internet also played a role in
naming her company. In 1994, Ms.
Lochtefeld wanted to register a
name reflecting the nature of her

business but discovered that the

phrase "commercial insurance"

had been used thousands of times
in Internet titles. Looking for an-
other approach, the native of Wales

named her business Cymru, which
means "whale" in Welsh.

As Ms. Lochtefeld's dients ex-
pand, she is confident Cymru will
grow with thern. One of her soft-
ware consultant clients, for exam-
ple, recently saw annual sales grow
to $4.5 million from $50,000, she
said. "Now the bigger firms are call-
ing."

Copies of the report, "Global Insur-
ance to the 2Ist Centzuy," are avail-
able for $575 by contacting Kristen
Agrati at The Economist Intelligence
Unit, 212-554-0600; e-mail: kea@

engny. mhs.compuserve. com.
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Zurich unit takes SAMMY award

117 award winners chosen from pool of record 425 entries

By MICHAEL PRINCE

aryland Insur-
ance Group
walked away

highest

1997 Insur-

ance Marketing Communications
Assn. Showcase Awards.

Maryland Insurance Group, a unit
of Zurich Insurance Co., won the
SAMMY, or Special Award from
Members, for its marketing directed
to commerdal lines producers. Vot-

VARIABLE UNIVERSAL LIFE SALES"

__ReliaStar's Select*Life

«f

Industry average

> << D0 91 D2 O3 o4 OS5

Shartdepicts sales growth only. Select*Life investment performance
94**ries with individual fund performance. Source available upon request.

2.'<f a
0255 tﬁ

Sa

ing for the SAMMY award took
place during the first three days of
the IMCA's annual meeting in Boca
Raton, Fla., by the association mem-
bers in attendance.

The SAMMY is given annually to
the Showcase Award entry that
makes the greatest contribution in
raising the level of insurance mar-
keting communications. In all, 117
entries received awards in 25 cate-
gories. The winners were chosen
from a record 425 entries.

The awards and their winners are:

- Marketing/Sales Promotion Di-

WHEN BABY BOOMERS look in the mirror, they see someone who likely isn't
. 1 saving enough for retirement. And, more importantly, may not have enough life

.,0 insurance protection. Perhaps that's th/ the demand for variable universal life
I

;.aq* f, insurance is growing, especially at Re

aStar Life Insurance Company. And why

ents who sell our Select*Life product are in such a good position to capitalize on
is trend. After all, Select*Life offers a death benefit, cash values and loan privileges.

**0% j**,, Plus, it offers investment choices from Fidelity, NorthStar and Putnam funds. Which
44 *#trnfiw,Er,ve,&*WO makes it the kind of financial approach that can turn worry lines into smile lines. For

%i="= 2 more information, please
'call us at 1-800-967-5805.

RELIASTAR

Part of tlie solution.

rected to Personal Lines Producers:
Best of Show to Fireman's Fund In-
surance Co.; Awards of Excellence
to Farmers Group Inc., Metropolitan
Property & Casualty Insurance Co.,
Prudential Property & Casualty In-

IMCA

surance Co. and SAFECO Corp.

- Marketing/Sales Promotion Di-
rected to Personal Lines Consumers:
Best of Show to Liberty Mutual In-
surance Co.; Awards of Fxcellence
to American National Property &
Casualty Co., Chubb Corp., Farmers
Group, Hanover Insurance Co.,
Harleysville Insurance Cos., Pruden-
tial Property & Casualty and SAFE,
co.

- Marketing/Sales Promotion Di-
rected to Commerdal Lines Produc-
ers: Best of Show to Maryland Insur-
ance Group; Awards of Excellence
to Chubb, ECS Inc., K&K Insurance
Group, Markel Insurance Co., Mary-
land Insurance Group for a second
entry, Royal Insurance Co., Swett &
Crawford Group, Westfield Cos.,
Zurich-American Insurance Co.

- Marketing/Sales Promotion Di-
rected to Commerdal Lines Busi-
ness Consumers: Best of Show to
ITT Hartford Group Inc.; Awards of
Excellence to Commonwealth Risk
Services Inc.,

Royal Insurance, Swett & Crawford
and Zurich-American.

- Print Product Advertising Direct-
ed to Personal Lines Consumers:
Best of Show to Universal Under-
writers Insurance Co.; Awards of Ex-
cellence to Liberty Mutual and The
Personal Insurance Co. of Canada.

* Print Product Advertising fol
Commercial Lines Directed to Busi-
ness Consumers: Best of Show to
Harleysville Mutual Insurance Co.;
Awards of Fxcellence to Liberty Mu-
tual, Markel, National Chiropractic
Mutual Insurance Co., Utica Na-
tional Insurance Group, Wausau In-
surance Cos.

- Print Product Advertising fm
Personal and Commerdal Lines Di-
rected to Producers: Best of Show to
ECS; Awards of Excellence to Re-
liance National Insurance Co. and
Royal Insurance.

- Print Corporate Advertising Di-
rected to Producers and Consumers:
Best of Show to Liberty Mutual;
Awards of Excellence to General
Reinsurance Corp., National Chiro-
practic Mutual, The St. Paul Cos.
Inc., Swet:t & Crawford, Swiss Rein-
surance America Corp. and Univer-
sal Underwriters.

- Radio Advertising: Best of Show
to Farmers Insurance Group;

Awards of Excellence to Country
Cos. and Nationwide Mutual Insur-

ance Co.

- Television Advertising: Best of
Show to Nationwide; Awards of Ex-
cellence to Co-operators General In-
surance Co., ITI' Hartford Group

and Workers Compensation Fund
of Utah.

- Other Audio/Visual Communi-

See Awards on page 32H
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cations: Best of Show to X.L. Insur-
ance Co. Ltd.; Awards of Excel-
lence to Chubb, Commonwealth
Risk Services and Maryland Insur-
ance Group.

« Campaign: Best of Show to
Libeity Mutual; Awards of Excel-
lence to ITT Hartford Group, Lib-
erty Mutual for a second entry,
Missouri Employers Mutual Insur-
ance Co., Royal Insurance, Scotts-
dale Insurance Co., Swiss Re Amer-
ica, Wausau Insurance and the

Workers Compensation Fund of
Utah.

- Public Relations: Best of Show

to The Co-Operators; Awards of
Excellence to The Co-Operators
for a second entry, Chubb, Gener-
al Re, Maryland Insurance Group
and Metropolitan Property & Ca-
sualty.

« Company News Publications
for Employees: Best of Show to
Harleysville Mutual; Awards of Ex-
cellence to Liberty Mutual, YIT
Hartford Group and Swett &
Crawford.

* Other Employee Communica-
tions: Best of Show to Hanover In-
surance: Awards of Excellence to
Swett & Crawford and Zurich-
Annerican.

« Annual Reports: Best of Show

to Arkwright Mutual Insurance
Co.; Awards of Excellence to Liber-

ty Mutual, St. Paul and ZC Re-
Source Ltd.

* Convention Support Materials:
Best of Show to Zurich-American;
Awards of Excellence to Arkwright
Mutual, Commonwealth Risk Ser-
vices and Liberty Mutual.

= Producer Publications: Best of
Show to SAFECO; Awards of Excel-
lence to General Accident Insur-
ance Co., Harleysville, Royal Insur-
ance Co. of Canada, Utica
National.

< Communications $1,000 and
Under: Best of Show to Utica Na-
tional; Awards of Excellence to
GRE Insurance Group, K&K Insur-
ance Group, The Personal Insur-
ance Co. of Canada, Royal Insur-

ance.

« Potpourri: Best of Show to
Chubb; Awards of Excellence to
CIBC General Insurance Co. Ltd.,
Liberty Mutual, Metropolitan
Property & Casualty, Nationwide
and State Farm Group.

« Marketing on the Internet/In-

temet Home Sites: Best of Show to

The Co-Operators of Canada;
Awards of Excellence to CIBC
General Insurance, Liberty Mutu-

al, Prudential Property & Casualty
and SAFECO.

- Associate Members' Media Kits
Directed to Advertisers: Best of
Show to Risk Management maga-
zine; Award of Excellence to Insur-

ance Journal of Texas.

= Associate Members' Direct Mail

Packages Directed to Advertisers:

Best of Show to Business Insumnce.

= Associate Members' Print Ad-
vertising Directed to Advertisers:
Best of Show to Insurance Journal
West; Award of Excellence to In-
surance Journal of Texas.

+ Associate Members' Potpourri:
Best of Show to Independent In-

surance Agents of America; Award
of Excellence to Insurance Insti-

tute of Canada.

At the annual meeting, IMCA
also presented its Golden Torch
Award to Edwin S. Overman, re-
tired president of the American In-
stitute of Chartered Property Casu-
alty Underwriters. The award is
presented annually to recognize
someone who has helped light the
way for others. im

Enhancing
ad agency
relationship

By MICHAEL PIUNCE

good relationship
with an insurer's ad-
vertising agency is
not bom, but made.
To make and en-
hance that relation-
ship, an insurance company can
take certain steps, said a panel of ad-
vertising executives who spoke at

IMCA

the Insurance Marketing Communi-
cations Assn.'s annual meeting in ,
Boca Raton, Ra., last month.

David Egan, executive vp-director '
of account management at
Ketchum Advertising in Pittsburgh,
presented a list of items for compa- 1+
nies in the insurance industry to
keep in Inind in dealing with an
agency:

« Choose an agency and not a
campaign. "You are selecting a 4
group of people, how they think
and not an ad,” he said. 1

- If the relationship is not working
out, look to change the people in the
agency and not the agency.

« Don't approve of advertising you
don't like. "If you hate the advertis-
ing, say so,” he said. 9

« Insist the agency be proud of its 1
work. Only if they have pride in the |
final product will agency employees |
produce their best efforts.

« Be actively involved. "You don't
want to just send the agency off on
their own," as they don't know the
business as well as an insurance
company.

« Make expectations dear.

« Review the relationship regular-
ly. Not only perform a formal yearly
review, but have frequent informal

« And smile. The time with your
agency should be fun, Mr. Egan said.

William Spinner, president of
Ideawrights, a Mechanicsbur& Pa.-
based marketing communications
firm, commented on several of those
tips.

See Agendes on page 321
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W V providing top-quality railroad coverage to clients like yours for over 10 years.

'
For your clients, that means c6mprehensive railroad coverage from one of the largest multi-line
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For you, it means better service, greater access and a host of other rewards that can only come -
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Getting involved with the
agency must be done with a min-
imal number of layers of people
whc can approve the ads, he
said

Mr. Spinner also advised com-
pan.es to put the terms of the re-
lationship in writing when the
ad agency is hired.

"If you set out the nuts and
bolts early, it will allow you to
focus on the creative later on,”

he said.

Remember, added Mr. Spinner,

the client is in control of the pro-
cess and should take the lead and
not put all responsibility on the
agency.

Dick Calderhead, president of
New York-based Calderhead &
Phin Ltd., also participated in the
panel, which was moderated by
Ken Lamm, senior vp-manage-
ment supervisor at Cramer-Kras-
selt Advertising in Milwaukee.

Next year's IMCA annual meet-
ing will be held in Vancouver,
British Columbia, from June 27
to July 1. For more information,
contact William Hadley, Execu-
tive Director, Insurance Market-

ing Communications Assn., 602-
443-8860. m

Alternative market options
now in reach of smaller agents

By John Kessock

HETABLESAPPEAR
' 'to be turning in the

After years of tug-of-

war between large

brokerage firms and
independent agents in the small-to-
middle commercial market, recent
mergers and acquisitions may be
opening the doors for independent
agents to regain market share.

LEE AND IAS ON HAS BEEN HELPING BROKERS
WITH THEIR AUTOMOBILE LEASING INSURANCE
OPPORTUNITIES FOR OVER 15 YEARS ...

- Residual VValue Insurance

- Contingent and Excess Liability

- GAP Insurance

» Vendors Single Interest
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Combining our industry expertise and highly-rated resources to

provide customized programs, together with prompt and efficient

servicing of all policies, we make you look good to your client.

LEE AND MASON OF MARYLAND, INC.

a member of the

BS(4. nerica

financial services group

20 Park Avenue

410-752-8700

410-752-0175 (fax)

Baltimore, MD 21201

Nobo™* handles daims

as well as Brownyard!

A/BT Perspect#ive

The acquisition of Alexander &
Alexander Services Inc. by Aon
Group Inc. and the mega-merger of
Johnson & Higgins and Marsh &

McLennan Cos. Inc. should create
consolidations that will either
indefinitely delay their middle-
market penetration or shift their
resources more to the global
marketplace. The result could be
layoffs for those producers serving
the middle-market accounts and
change the emphasis of large
brokers back to providing risk
management services to larger
accounts.

As a result, independent agents
will have opportunities to again
prosper in the small-to-middle

commercial market.

When the soft market in the

property/casualty industry started
nine years ago, large brokerage
firms began to seek revenue in new
markets to offset losses in their
large account divisions, which were
decimated by competition and rate
cuts. Independent agents then
found their small-to-middle market
accounts had become fair game for
these large brokerage firms.

As large brokers began to cut
away at the independent agent's
book of business, the alternative
market responded with many new
products targeted at smaller
policyholders and at the broker's
need to improve revenues. The
independent agent faced two
options: Seek assistance to
participate in this new market or
lose market share.

Today, these mergers and
acquisitions have put the

1& Security Guard Insumnce,
daim service is what counts

Brownyard Claims Management

(BCM) is an exclusive loss prevention and claim facility of The Brownyard Group which

pioneered insurance for Security Guard firms 40 years ago.

No matter how often we improve coverage or how comprehensive the protedion

and we offer the best in the business-what really matters is when there's a loss, there's

a fast, fair settlement!-The same day a claim is received, an investigator is assigned. The

insured is defended by attorneys specializing in the security industry

independent agent in a unique
position to regain market share.
Indeed, the rules of competition
have changed, and those who
acquire quality producers (perhaps
those lost as a result of these
mergers) will be best positioned to
rapidly advance into the alternative

market.

To survive in tomorrow's
insurance marketplace, many
successful independent agents will
form agency captives as sources of
long-term revenue for their
preferred business. In some
situations where they have
established their own agency
captives, agents have increased

their revenue from a 5%

commission on workers

compensation business to more
than 50% of the premium. Agency
captives also can be used to write
multiline programs.

The agency captive has
applications for both small and

middle-market accounts. For

example, Commonwealth Risk has
found that national brokers would

not establish agency captives
because of their concern for
conflict of interest. Their clients
also usually were larger and, in
many instances, assumed their
own risk. The policyholder would
reap the benefits of good loss
experience.

We see increasing interest from
small buyers looking for alternative
market entry points. For example,
we structure workers compensation
polides for companies with annual
premiums starting at $1,000 up to
a maximum of $10,000. This is a
radical change from the years
before when such programs were
limited to larger accounts.

Another new concept is a small
account "warehouse" facility,
which would accept preferred risks
ranging in premiums from $25,000
to $250,000. At a given threshold
of combined premiums, the book
may become eligible for spinning
off into its own agency captive.

We expect the dividing line
between agents and brokers to
once again become dearer. The
extended soft market created a
blurring of marketing strategies and
forced the entire industry to
reinvent itself. Acquisition activity
is expected to remain strong, but
the average size of accounts will, in
part, determine which agencies are
targeted for acquisition. Some
small-account books of business
may be offered for sale as well.

Overall, industry acquisition
activity has created new
opportunities within the

Other Brownyard

h protecting the interests of our insureds and their clients. When settlement
Exclusives

Talk to the
Brownyar(ls!

alternative market. Size is no longer
a prerequisite for entry into the

alternative market but instead

is appropriate, a check is often issued within
COUNTRY CLUBS

PEST CONTROL 72 hours. That makes Brownyard insureds,

OPERATORS

Lo . determines which product might
their dients-and their agents-very happy! respond to a clienfs needs. 1ZI
3RD PARTY FIDELITY

EMPLOYMENT

PRACTICES LIABILITY John Kessock Jr. is chairman of

Philadelphia-based
Commonwealth Risk Management

(800)645-5820 In NY (516) 666-5050
FAX: (516) 666-5723 http://www.brownyard.com

Services Inc.
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Underwriter's intranet wins

Software firm helps Shand Morahan

put underwriting guidelines online

By REGIS COCCIA

«Y ntranets are becoming pop-
1 ular tools for disseminating

O

Stand Morahan & Co., an
Evanston, lll.-based underwrit-

ing management unit of Markel
Con, recently implemented an
internal network project that Mi-

crosoft Solution Providers

named one of five finalists this
year for its Best Intranet Solution
award.

Developed by Zeal Inc; a soft-
warz company in Northbrook,
., the intranet enabled Shand
Morahan's underwriting depart-
ment to dramatically increase its
proluctivity, said Tony Pierce,
vp-management information
systems at Shand Morahan.

Before creating the intranet,
Shand Morahan's underwriters
were divided into camps by
product line. The company
wrizes 12 lines, including direc-
ton and officers liability and var-

ious errors and omissions cover-

ages. Surplus lines brokers often
had to deal with different people
for each type of product, Mr.
Pierce explained.

INn addition, underwriters
lacked easy access to rating and
policy guidelines, which were
kept in three-ring binders and
not uniformly organized. When
a question arose, finding the an-
swer could require tracking
down a variety of people, he
said.

Shand Morahan changed all
that by updating the underwrit-
ing guidelines and putting them
online.

"Now there's one point of con-
tact. We've changed our way of

business from product line-ori-
ented to customer-oriented,” Mr.

Pierce said. "Producers love it.
They have one contact, they're
building a relationship with that

person, and they don't have to
remember who to deal with at

Shand.”

Following flat premium
growth over the past three or
four years, Shand Morahan

formed a strategic planning com-
mittee to find ways to increase

the company's efficiency, he
said.

Among the goals were building
relationships between producers
and underwriters and establish
ing a system under which one
person could "automatically
know the status of everything,”
Mr. Pierce said.

"That was the business prob-
lem we were trying to solve. We
also wanted to improve work-
flow," he said. Greater access to
underwriting guidelines was
needed, and the committee won-

dered, "Is there some way to get

this online?" he said.

Shand Morahan hired Zeal to
explore the options, and the
software company recommend-
ed an intranet.

Intranets are in essence the In-
telnet in miniature. They run on
the same kind of equipment as
the Internet, utilizing a network
server and browser software. A
company with Internet access al-
ready has the tools needed to es-
tablish an intranet.

"Some business was slipping
through the cracks" at the Shand

EAD

award

Morahan, said Steven Zeal, the
software company's president.
"There was very dispersed infor-
mation, no central knowledge
base.”

Mitch Greenwald, technical di-
rector at Zeal, said, "There's a lot
of practicality in sharing infor-
mation in an electronic environ-
ment." By providing access to
pricing information, for exam-
ple, Shand Morahan can im-
prove its customer service, he
said.

Zeal Inc. spent six weeks im-
plementing the project, Mr. Zeal
said. The initial phase involved
putting one Shand Morahan
product on the Web server and
gathering feedback from the un-
derwriters every few days.

.The hardest part was getting

all the information from the dif-
ferent binders,"” he said. "We
scanned in documents with OCR
(optical character recognition)
and converted online documents
to HTML," or hypertext markup
language, the programming lan-
guage used to communicate on
the Internet's World Wide Web.

A

Shand Morahan's underwriters
now "can look up rules and regu-
lations of different states very
easily," Mr. Greenwald said. The
system gives the company's em-
ployees "random access and se-
quential access" to pages of in-
formation on the intranet, he
explained.

The project was so successful
that Shand Morahan's parent
company, Markel, of Glen Allen,
Va., asked Zeal to create a similar

system, Mr. Zeal said.

Besides the

underwriting
guidelines, Shand Morahan also
put guidelines on claims, bene-
fits and employee travel on the
intranet. There even is an online
help desk that employees can
visit to solve simple computer
problems.

"Anything documentation-ori-
ented, we've started filling the
intranet with,” Mr. Pierce said.
The number of uses for the in-
tranet "just exploded. We've just
created pages and published

therm. "

One area Shand Morahan is
looking at now is bringing its
brokers online and providing
password-protected access to its
intranet, Mr. Pierce said. Il
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past several years, "sonic compa-
nies are willing to write a little
more aggressively" and are lower-
ing deductibles and lowering
prices for' windstorm risks, he
said.

"The rest is the same old game,"”
Mr. Brown said. "In fact, if premi-
ums are substantial, in many cases
ace-)unts are being written at 75%
of the three-year average loss
coss

With such cheap rates in the
standard market. brokers say
sel f-insured

some clients are

switching back to first-dollar
guaranteed cost programs or re-
ducing their retention levels.

"For the first time, I've seen a
significant number of self-insurers
return to first-dollar coverage,”
Mr. Gallagher said. "They are not
doing it to take a chance." Rather,
someone is willing to step in and
tai--e over all the risk at a cheaper
price, he noted. "Two ,years ago. |
argued that this would never hap-
po.n. I've been proved wrong."

' Workers comp is softer than |
haue ever seen it," said Mr. Sim-
mons of HRH. As a result, several
self-insured compan jes have been
ab.e to buy first-dollar guaranteed
cost policies for- their workers
co-np coverage for a price they
cannot turn down.

"We have seen this on numerous
aciounts,” he said. "We have a
company that is on a large-de-
ductible work comp plan, and he
wants to look at a first-dollar
guaranteed cost deal just because
these insurance companies are
willing to, in many instances, price
these things at a level where pre-
m ums come in below the losses."”

Many of Near North Insurance
Brokerage Inc.'s upper-middle
and smaller large accounts also
are looking at returning to first-
dollar guaranteed cost programs,
especially for their workers comp
ptograms, said Mike Mann, senior
vp and marketing manager for the
Cnicago-based broker.

Today, "the cost of risk transfer
is a lot more attractive than re-
taining risk." He admits, however,
that risk managers that have been
self-insuring have to change their
mindset when going back to the
standard market. "They have to
g_ve up direct control and give
back all the responsibility to the
insurance company."”

Ruth Tave, managing director
for Near North, added that many
c ient< also are "reducing self-in-
sured retentions because it is so
cneap to buy insurance right
now."”

Not only are insurers offering
cheaper prices to retain business,
tut they also are trying to come up
with innovative solutions to meet
risk managers' needs.

"Today, there is greater oppor-
t.inity for insureds than ever be-
fire to get what they want out of
the marketplace," said Larry
Sorensen, executive vp-corporate
marketing for Aon Risk Servicess
Cos. Inc. in Chicago.

Insurers are very willing "to step
up and deal to clients what they
tired,” he said.

Holistic risk products and vari-
ous capital market applications
are some areas risk managers c:m-
linue to inquire about, brokers
say. But actual activity remains

more smoke than fire.

Risk managers want to become
knowledgeable about such tools as
capital market applications, call
spreads on the Chicago Board of
Trade, surplus note issues and
double and triple contracts that
provide a different approach to
handling a larger basket of risks
than they have traditionally been
responsible for managing, said
Willis Corroon's Mr. Hackenburg

Risk managers in large corpora-
tions are starting to look at these
products seriously. "How much of
them they are buying at the mo-
men:? | would say there have been
very few. There is much more
looking and acquiring knowledge
and education than implementa-
lion,” he said.

Lawrence L. Drake, head of :he
New Product Council for global
brokering at J&H Marsh &
McLennan Cos. Inc. in New York,
predicts "there will be more mul-
tiyear programs that incorporate

some form of risk financing like a

basket aggregate or a profit recap-
ture.”

However, we think these will

past six months heightened inter-
est and demand for sophisticated
risk assessment capabilities. This
is occurring because there is more

'The cost of risk transfer is a lot more

attractive than retaining risk,’' says Mike
Mann. However, he adds, self-insurers

'have to give up direct control.’

be driven more by the buyer and
broker who will do the program
design and then go to the market,
rather than by the insurers who
develop products and then try to
compete," he said.

Mr. Drake and Bob Peretti, head
of J&H/M&M's Carrier Placement
Advisory Unit for global broker-
ing, said thev have seen within the

recognition that risk managers
have to protect against many
facets of losses, they say.

For example, if a manufacturer
relies on a just-in-time supply sys-
tem from his vendors-meaning
companies do not keep large in-
ventories and product is delivered
exactly when it is needed-and is

partnering with a limited number

of these suppliers, then there is a
substantial increase in interde-
pendency risk. New technology
also is creating new significant
risks for manufacturing, distribu-
tion and operations, especially for
global operations dependent on
suppliers and relationships in new
locations.

One of the challenges risk man-
agers face is to identify the so-
called non-traditional risks that
were not viewed as insurable, Mr.
Peretti said. And now the insur-
ance market has more willingness
and capacity to entertain those
risks. But there still is a challenge
for risk managers to try to identi-
fy, quantify and find a market to
accept that risk.

While risk managers are looking
to blend a variety of risks, one
such combination-integrating
workers comp programs with
group medical programs-has yet

Continued on next page
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to take hold, brokers say. The rea-
son behind this has more to do
with corporate politics than any-
thing else, they contend.

"Risk managers are interested,
but there is still a political divi-
sion in their own company,"” noted
Charlie Fiske, senior vp with
Sedgwick Inc. in Memphis, Tenn.
"Employee benefits is traditional-
ly headed by human resources,
which is out of the bailiwick of
risk management. It's a little diffi-
cult to do right now."

Where brokers do see integra-
tion occurring and where it will
occur more in the future is be-
tween insurers and other risk
management service providers.

Several brokers referred to the
recent alliance forged between
Arkwright Mutual Insurance Co.
and Liberty Mutual Group and the

agreement between The St. Paul
Cos. Inc. and Allendale Mutual In-

surance Co. as examples.

Arkwright and Liberty Mutual
have formed a strategic alliance to
deliver broad property insurance
and related risk management ser-
vices to the commercial property
insurance market (Bl, June 16).

The agreement between The St.
Paul and Allendale allows the two
to pool capacity and supplement
insurance capabilities on property
coverage for large industrial com-
panies.

"People are more cognizant that
they can do things better with a
partner if that partner can bring
expertise," Mr. Gallagher said.

Mr. Fiske predicts that "by the
year 2000, we'll see brokers and
insurers align themselves togeth-
er.” So, for example, when a risk
manager goes to its broker and
asks for coverage from one partic-
ular insurer, that broker may have
to tell its client to go to another
broker more closely aligned with

that particular insurer.

"Strategic alliances are one of
the hot topics right now,"” Mr.
Fiske said. And it will not be lim-
ited to just brokers and insurers.
"l will not be surprised if we see
accounting firms, banks, insur-
ance companies and financial
companies buying each other.”

As for some of the hot products
in the market this renewal period,
brokers say employment practices
liability insurance is on many risk
managers' minds.

"We've been writing more of
that within the last six months,"”
said Mr. Brown of Poe & Brown.
EPL coverage "is heating up be-
cause lots of employers are now
seeing the need for coverage, and
prices are coming down," he said.

Mr. Gallagher likens employ-
ment practices liability to an ice-
berg. "We-re seeing just the tip

right now. There's a lot more un-
derneath.”

Business Insurance, July 7, 1997 / 35

It's the next major wave of ev-
eryone's concern, he said. "lt's a

very key area now and in the fu-
ture.”

this renewal period.

"One hundred percent of our
clients are getting expanded cov-
erages," said Dave Dybdahl, man-

'The only effect from consolidation is thatit has

allowed us to become a more prominent
player,' says J. Palrick Gallagher. Risk
managers are more willing 'to hear ourstory.’

Since the beginning of the year,
Nnew insurers have entered the
EPL market, and many that have
been in the market previously
have broadened coverage and re-
duced prices (Bl, June 9).

INn addition to more EPL cover-
age options, risk managers seeking
expanded environmental liability
coverage should have no problem

e business practices that
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aging director-environmental risk
management services at Willis
Corroon in Nashville.

Risk managers most often are
expanding pollution-related cov-
erage for non-owned disposal
sites, transportation risks for
owned vehicles and third-party
contractors, and business inter-
ruption, Mr. Dybdahl said.

Potential losses arising from
what has been dubbed the "Year
2000 Problem"” is one new risk on
clients' minds, brokers say.

There is speculation in the mar-
ketplace that underwriters may
begin to exclude coverage for
computers that go awry because
the internal clock is programmed
with a two-digi year and may be
unable to distinguish between the
years 1900 and 2000 (Bl, June 16).

There is discussion concerning
so-called millennium insurance
and whether insurers will respond
to the need, noted Duncan
Ashurst, senior vp and account ex-
ecutive at Near North. "Every-
one's scratching their heads."

A few millennium insurance
products are currently available in
the market.

Reliance National Insurance Co.
is introducing a new product with
J&H Marsh & McLennan Inc. to
cover liability and business inter-
ruption for companies with losses
associated with the Year 2000
computer problem.

Earlier this year, the Minet
Group, now part of Aon Group
Inc., and AIG Global Risks
launched its Millennium Insur-
ance Policy with limits up to $100
million. The custom-made policy
protects against disrupted busi-
ness or third-party lawsuits relat-
ing to computer system failure (Bl,
April 7).

One trend brokers see continu-
ing during the rest of the year is
brokerage consolidation.

It is not over, Willis Corroon’'s
Mr. Hackenburg said. "Essential-
ly, | think risk managers are look-
ing to see how this whole thing
boils out, and its fairly early yet."

Other brokers that have not
been a part of the mega-merger
deals say brokerage consolidation
has been productive for them.

The reaction from all the bro-
kerage consolidation has been "a
real positive" for Near North, Ms.
Tave said. "Clients that may not
have had Near North as an alter-
native before now are looking at
us as an option."

"The only effect from consolida-
tion is that it has allowed us to be-
come a more prominent player,”
Mr. Gallagher agreed. Risk man-
agers are more willing "to hear
and listen to our story."

"I've heard some risk managers
say they don't like brokerage con-
solidation because it reduces their
choice," Sedgwick's Mr. Fiske
said.

Insurers also are talking about
reducing the number of brokers
they work with and partnering
with brokers and agents that can
commit large volumes.

"It is a very difficult time for th€
independent shops with no sizable
volume with a major carrier,” he
said. Eli
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Such a dramatic reduction is an
exception, though, with typical rate
declines for commercial prop-
erty/casualty lines more in the
range of 5% to 15% below last
summer's renewal period, he said.

In addition to lower pricing, Tom
Swensen, vp-underwriting and
product services for Wausau Insur-
ance Cos. in Wausau, Wis.. also sees
insurers facing a challenge from
buyers to boost service or improve
terms and conditions.

"Everyone's expecting reduc-
tions, but at the same time they
want us to add a little more fluff to
the' coverage. It's gotten to the
point where policyholders have
squeezed as much as they can.”

To continue to compete, he said,
"We're concerned with what new

ideas can come out to pique their

interest, and some of it relates to
service enhancements, like online
access to the insurance company.

"The last thing we can do to re-
d.ice costs is to see what can be
done to control loss dollars,” Mr.
Swensen said. This can include get-
ting policyholders more involved in
claims processing, such as through
online access to claim files, and
giving them more loss prevention
selvices.

"This costs more money for us, so
it becomes a tough situation. In or-
der to remain competitive and
maintain our existing book of busi-
ness, that's what we have to do," he
said.

Midyear renewals are being com-
pleted later in the season than in
the past, some insurers say.

"It seems hard to put things to
bed these days," said Paul Krump,
senior vp and managing director of
Chubb & Son Inc. in Warren, N.J.
Part of the delay, he said, is due to

brokers waiting until the end of re-
newals before finalizing a deal, in
the hope that another insurer will
come up with a better price or
broader coverage.

Anderson, president of United
States Fidelity & Guaranty Insur-
ance Co.'s commercial insurance
group in Baltimore.

The general liability market is

'Prices continue to go down in general
liability. It's a systematic decline, and its

intensity is the greatest it's ever been,’
says Glenn Anderson of USF&G.

That level of competition .s evi-
dent throughout the marketplace.
General liability business remains
soft, while specialty casualty cover-
ages are even softer, insurers say.

"Prices continue to go down in
general liability. It's a systematic
decline, and its intensity is the
greatest it's ever been," said Glenn

DISABILIT Y COSTS
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attack the direct costs of disability by getting your employees back to work

faster. Plus we put a lid on hidden costs like lost productivity, overtime and

retraining. The key is early involvement. We work to keep short-term disabilities

from becoming long-term. And we come at costs from all angles with

exceptional loss prevention and fraud investigation programs. All of which

gives you the lowest disability costs overall. To tame your

CNA

costs, call CNA at (800) 491-3817 for more information.
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IN DISABILIT Y-

Chriacsm u ndm¥mien by Continrntal Qally Compa v, one of lhe CNA 1,19,=ce Conpanks. CNA h a I*g,e,ed ser¥Ke m ark of the CNA h,un cial CapombIn/CNA Plaza' Chicago, IL 60685.

softer than it was a year ago,
though rates have not experienced
double-digit drops, said Royal's
Mr. McDonald.

On the other hand, Wausau's Mr.
Swensen said his company's gener-
al liability rates are "not seeing real

significant reductions. It's compa-
rable to what we saw Jan. 1."
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Several underwriters noted that
specialized liability coverages are
under pressure.

Directors and officers liability
rates, for example, are declining,
said John Kearney, chief under-
writing officer for Executive Risk
Group in Simsbury, Conn. "It's just
a matter of degree if it's single dig-
its or double digits in certain lines
or geographic regions. Everyone
seems to be asking for rate relief.

"The marketplace is incredibly
competitive. We have not gone over
the cliff with bizarre or irrational
acts on a daily basis. But they hap-
pen more frequently than six
months ago," Mr. Kearney said.

"Professional liability is also very
competitive, along with municipal
liability,"” said USF&G's Mr. An-
derson.

"Surety pricing is fairly competi-
tive, as is bankers, professional,
D&O-they're all highly competi-
tive and sought-after business," he
said.

Property rates are also soft at
midyear, though the degree of rate
declines varies by location and un-
derwriter.

Commercial property rates, in-
cluding those for highly protected
risks, are "just like the liability
side. It's more of the same," said
Royal's Mr. McDonald.

Michael L. Downs, senior vp and
chief operating officer-special risks
division of Hartford Steam Boiler
Inspection & Insurance Co. of
Hartford, Conn., said, "two things
are happening in the commercial
area. In the moderate size market,
there is tremendous competition.
For small commercial accounts,

there is a tremendous amount of

product redesign going on,"” he
said.

Commercial property rates are
declining at midyear, though it is a
"more modest decline" than a year
ago, noted Mr. Anderson.

Wausau's Mr. Swensen said he is
seeing reductions in commercial
property rates but "not as signifi-
cant as last year. It really is depen-
dent on the individual risk. It also
depends on geographic location.
The coastal areas are less competi-
tive. The Midwest is making up for
lost time; we've seen that in the last
year to two; carriers that before
were more heavily involved in
coastal areas shifted gears and
went looking for other areas where
they might write some initial busi-
ness."”

The highly protected risk market
is facing the same challenges as the
general property market.

"It is a very competitive market.
Historically, our competitors have
been in HPR, but most of our com-
petition now is coming from for-
eign insurers, not HPR," said Kevin
Lavin, vp and director of opera-
tions for Park Ridge, L11.-based Pro-
tection Mutual Insurance Co.
"They are attempting to acquire
market share in North America
right now. What they offer is sig-
nificant capacity. Our customers
desire and have confidence in our
services, which are in engineering.
This is something foreign competi-
tors do not provide."

Esther Sprano, vp and chief mar-
keting officer for Arkwright Mutu-
al Insurance Co. in Waltham,
Mass., said, "What | found is that
the HPR rates have pretty much
stayed very steady." She said there
was no particular variation by ge-
ography.

"In terms of pricing or rating,
it's fairly difficult all over," said
Roland J. Bonitati, senior vp-mar-
keting for Allendale Mutual In-
surance Co. of Johnston, R.l. Mr.
Bonitati said that in some cases,
HPR rates have declined 10% to
20% from those of a year ago. He
added that, in general, HPR rates

See Insurers on page 38
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for global accounts are softer than
those of smaller companies.

Cut rates, while firmer in recent
years than regular property cover-
age, also are clown at midyear.

Many insurers are asking "too
low a price and too low a de-
duc-ible,"” for flood and earth-
quace coverage, said Chubb's Mr.
Krump. Companies are "giving
away coverage way too cheaply to
be prudent.” They do this, he said,
to retain market share, "but it will
come back and bite them hard.”

"There is still a general concern
over coastal properties and keep-
ing:he price level reasonably ac-
ceptable. Pricing for commercial
eartnquake has fallen 40% over
the last year or so," said USF&G's

Mr. Anderson.

"As far as the catastrophe mar-

the answer

ket goes, it is softening somewhat,
but not anywhere near the extent
of non-catastrophe. California
earthquake pricing is declining,"
Protection Mutual's Mr.
Lavin. "In the kinds of accounts
we're in, geography only comes
into play in catastrophe exposures.
The only thing that could affect
coverage-because we are a natu-
ral catastrophe-driven business-
would be a hurricane or an earth-

said

quake," he said.

Conditions in the workers com-
pensation insurance market are
also less than ideal for insurers,
which often have a love-hate rela-
tionship with the heavily regulated
line.

"Premium volumes are going
down as a result of positive work-
ers comp results over the last three
to four years," said Wausau's Mr-
Swensen. "States are looking at it,
and they're basically saying that
rates have produced very positive

results for you, therefore it's time

to give some rate relief to policy-
holders," he said. At the same

time, new companies are entering

improvement in loss cost structure
of the system. Workers comp is de-
teriorating,” said USF&G's Mr.

Anderson.

Insurers are 'giving away coverage way
too cheaply' in order to retain market
share, 'but it will come back and bite them
hard,' says Chubb's Paul Krump.

the line. "The combination of rate
reduction and competitive pres-
sures is causing premium volume
for most of the old-time workers
compensation (underwriters) to
shrink," Mr. Swensen said.
Workers comp "is in the greatest
degree of free fall in the market-
place. My fear is that competition
is overstating the degree of benefit

"In California, the main event is
workers comp. It's an absolute dis-
aster. My perspective on workers
comp, beyond California, is that
price wars have spread like wild-
fire state by state. But California is
the worst because of some struc-

tural changes several years ago,”
he said.

Meanwhile, looming now, as it
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looms every year, is one of the
more loss-prone seasons for insur-

"Obviously, underwriters are fo-
cused on the upcoming hurricane
season. | do believe the market is
capitalized to such a degree that it
would take a significantly severe
occurrence to change conditions in
the marketplace," said Allendale's
Mr. Bonitati.

Hurricanes are not the only nat-
ural peril worrying underwriters,
either, noted Arkwright's Ms.
Sprano. She said the insurer con-
siders "flood risk as the big emer-
gency peril of today and the next
decade because of global warming
and demand on the environment."

She noted that building roads, lev-
ees and other structures increases
flood exposure. Arkwright is
building a computerized flood
model to help the insurer better as-
sess these issues, she said.

Man-made exposures also are on
insurers' minds. The emergence of
business interruption exposures
because of changes in the supply
chain also is creating a challenge
for insurers and risk managers, she
said. These exposures include
"just-in-time" delivery, where
companies don't keep large inven-
tories on hand and depend on
goods being delivered at exactly
the right moment, and situations
where customers have totally elim-
inated an internal function and
contracted it out to a supplier, she
said. Arkwright has experts in in-
dividual industries who help risk
managers assess their specific ex-
posure areas.

But the biggest man-made expo-
sure will have to be confronted
within the next 30 months. Many
computer systems in the year 2000,
particularly systems and comput-
ers regulated with safety devices,

present an emerging liability, said
Hartford Steam Boiler's Mr.

Downs-

Chubb's Mr. Krump believes the
Year 2000 problem is a large loom-
ing exposure from both business
interruption and liability stand-
points if a company's computer
system or other devices that rely
on computer chips fail.

Chubb is looking into creating a
new product that directly deals
with the issue, Mr. Krump said. It
is assessing "all the underwriting
issues and how can we get our
arms around them and respond in
a reasonable fashion," he said.

Executive Risk's Mr. Kearney
agreed that the Year 2000 problem
needs to bo examined. A company
with a Year 2000 problem might
try to recover under its D&O poli-
cy, he said. As a result, Executive
Risk is assessing applicants' Year
2000 loss potential when under-
writing.

Reliance National's Mr. Busti
also sees Year 2000 concerns as a
potential opportunity for under-
writers. In fact, Reliance National
is introducing a new product with
J&H Marsh & MelLennan Inc. to
cover liability and business inter-
ruption for companies with losses
associated with the Year 2000
computer problem.

Earlier this year, the Minet
Group, now part of Aon Group
Inc., and AIG Global Risks
launched its Millennium Insurance
Policy with limits up to $100 mil-
lion. The custom-made policy pro-
tects against disrupted business or
third-party lawsuits relating to
computer system failure (BI, April
7).

Executive Risk's Mr. Kearney
sees financial deregulation creat-
ing new entities-such as combi-
nations of' banks and securities
brokers into new and larger finan-
cial services companies-that will
have new coverage needs.

See Insurers on page 40
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Oglethorpe Power and two compa-
nies that have been split from the
utility in anticipation of deregula-
tion of the utility industry. The
spinoffs are Georgia Transmission
Corp. and Georgia System Opera-
tions Corp., both of Atlanta.

Ms. Anderson, who became an
employee of Intellisource when her
position as risk management coor-
dinator with Oglethorpe Power was
outsourced, said she was "pleased to
have rates remain stable," particu-
larly in light of the significant rate
reduction the utility gained at its
1996 renewal.

The property coverage includes a
variety of deductibles beginning at
$100,000, Ms. Anderson said.

"The market is very interested in
writing property,” said Nick Paril-
10, vp of risk management at
Columbia Gas System Inc., a Re-
ston, Va.-based pipeline and energy
company that produces and dis-
tributes energy products to residen-
tial and commercial customers.

"Overall, rates are stable," he
added. "However, I'm hopeful that
I'll be able to enhance coverage."

Mr. Parillo said, for example, that
he hopes to increase coverage for
business interruption risks while
keeping the cost of the insurance

stable.

Columbia Gas retains the first
$750,000 of its property program in
its Bermuda captive, Columbia In-
surance Co. Ltd.

"The most impressive part of re-
newals is that virtually all markets
we visited were listening, not
preaching, and viewing me as a cus-
tomer," Mr. Parillo reported. "They
were keenly interested in providing
value-added services to enhance ba-
sic coverages."

Mr. Mandel is busy buying cover-
age for what is becoming the largest
restaurant company in the world
and is finding rates to his liking.

PepsiCo Restaurant Services
Group parent PepsiCo Inc. is exit-
ing the restaurant business and
spinning off the restaurant group
into a separate, as yet unnamed
company. The new company will
operate current PepsiCo units Pizza
Hut Inc., KFC Corp. and Taco Bell.

Keeping a $1.5 million self-in-
sured retention, Mr. Mandel placed
international property coverage for
the new company in the London
market at favorable rates. Domestic
property coverages should be in
place by the time the new company
is expected to begin operating in
early October.

"It's kind of more of the same,”
Mr. Mandel said of this year's re-
newal season. "There are no signifi-
cant differences from a year ago or
even two years ago. It's a continuing
market softness.”

There are exceptions to the soft
property market for some risk man-
agers.

Burlington Industries Inc. in
Greensboro, N.C., expects higher
rates and some restrictions to its
property coverage because of last
year's losses from Hurricane Fran,
according to Gerard McCabe, direc-
tor of risk management for the
manufacturer of textiles, apparel
and home furnishings.

The storm damaged 26 of the
company's plants, with losses total-
ing nearly $3 million. The coverage
package written by Royal Insurance
Co. about a month before the storm

carried a $100,000 per occurrence
deductible.

"We are seeing more inland hurri-
cane damage than we would have
anticipated,"” Mr. McCabe said. He
has heard some insurers may be
broadening the definition of coastal
property to 300 miles inland from
100 miles, especially after their ex-

perience with Hurricanes Fran and
Hugo.

Mr. McCabe is awaiting a quote
from Royal and anticipates perhaps
higher rates as well as an increased
deductible from $100,000 to
$250,000 or $500,000. Another pos-
sible change could be lower sublim-
its for risks subject to floods, wind-
storm and earthquake, he said.

Risk managers are finding insur-
ers as competitive on the liability
side as with property insurance.

"The market in general is still soft
for casualty" risks, said Mr. Mandel.

Mr. Parillo of Columbia Gas
agreed. "From a rate standpoint, we
believe the market is very stable.
Things are relatively flat."

Columbia Gas for the first time
this year bought legal liability cov-
erage to protect its 40 to 50 in-house
lawyers, he said.

Some buyers are finding signifi-

Not whell yo

cant savings on liability insurance,
as well as improved coverage terms.

Hormel Foods Corp. in Austin,
Minn., obtained "a drastic reduc-
tion" of about 50% in premium
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$110 million umbrella. The first $10
million of the umbrella is placed
with American Re-Insurance Co.
Coverage enhancements on the
excess program for Hormel include
uaranteed premium on a three-

year policy with no auditing if there

Virlually all markets...
were keenly interested

is no material change in operations,
according to Mr. Johnson.
New terms for the first time allow

in providing value-added an entity other than Hormel to pay

services,’ says Nick Parillo
of Columbia Gas.

costs for combined low- and high-
layer excess liability coverages, said
Grant Johnson, risk manager for the
food processor and distributor.
Hormel's liability insurance pro-
gram consists of a $1 million self-
insured retention followed by a

m

or part of the company's se
sured retention. So, for example, if
Hormel sued a third party and won,
that award could be applied to ful-
fill the requirement of Hormel's
SIR.

Mr. Johnson said several factors
helped Hormel in coverage negotia-
tions, including a competitive mar-
ketplace; the company's good
claims-handling procedures; and a
long-standing relationship with the
lead excess insurer, American Re-

111 St

Insurance Co., which has not been
called on to pay a claim since sign-
ing onin 1991.

"It's a very, very competitive mar-
ket out there," he said. Hormel
ratcheted the competition a notch
higher by having two brokers com-
pete for the excess placement. J&H
Marsh & McLennan Inc. retained
the account in favor of The Hays
Group Inc. of Minneapolis.

Mr. Johnson said he is finding
more insurers willing to write cov-
erage for contaminated products
this year and expects the increased
competition to cause premiums to
drop significantly. The insurance
covers losses related to accidental
contamination as well as product
tampering.

KFC National Purchasing Coop-
erative operates a small insurance
agency that writes health and prop-

See Buyers on next page
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erty/casualty coverages for KFC
franchisees. The subsidiary hopes to
begin offering product contamina-
tion coverage soon that would pro-
tect franchises from a loss of busi-
ness due to media reports of prob-
lems, whether true or unfounded,
Ms. Wilson said.

SunTrust renewed most of its lia-
bility coverages with premium re-
ductions, according to Ms. Dickin-

The company buys primary prop-
erty/casualty coverages for its 29
banks and a number of non-bank fi-
nancial services companies from
Professional Surety Corp., a Madi-
son, Ga.-based insurer owned by
SunTrust.

Ms. Dickinson explained that the
insurer's rates track those of the rest
of the property/casualty market and
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prices are kept in check partly be-
cause "SunTrust is a pretty good
risk.”

SunTrust's excess liability cover-
ages are written by several insurers,
including units of The St. Paul Cos.
Inc. and National Union Fire Insur-
ance Co. of Pittsburgh, Pa., a unit of
American International Group Inc.

"I've found the marketplace very
receptive,” said Richard H. Saylor,
insurance and risk manager at
Coca-Cola Beverages Ltd. in Toron-
to.

Liability and commercial auto-
mobile renewals placed by Sedg-
wick Group PLC. and written by
General Accident P.L.C. went off
without a hitch at favorable prices
for the same limits, he noted.

Oglethorpe Power's Ms. Anderson
said she was concerned that the
utility's spinoff into three separate
companies would result in a big
overall price hike for liability insur-
ance. That didn't happen.

There was only a slight increase
in the cost for three companies as
opposed to one, Ms, Anderson said.
"There was not any significant in-
crease in dollars in doing that."

Liability exposures for three enti-
ties are covered at the same limits as
they were when they were part of
one company, Ms. Anderson ex-
plained. St. Paul writes the under-

lying coverages while the excess in-
surer is Associated Electric & Gas

Insurance Services Ltd.

As the market for employment
practices liability coverage matures,
more buyers are considering adding
it to their insurance portfolios.

The coverage "is becoming much
more available, and rates and de-
ductibles are going down," said
KFC's Ms. Wilson.

Mr. Johnson of Hormel and Mr.
McCabe of Burlington said they
plan to take a closer look in the fu-
ture at buying employment prac-
tices liability insurance. KIH
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London market enjoys
return of buyers
but not soft pricing

By STACY SHAPIRO
and EDWIN UNSWORTH

Buyers are returning to the
London market.

Now that Lloyd's of London is
back on track and new capital has
come streaming into the market,
business is returning to London
that hasn't been seen here in a
long time, market executives say.

Although the market at midyear
continues to be soft for most lines
of coverage, buyers could see an
upturn in the near future, some

executives predict.
London underwriters maintain
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there are some faint signs that the
market has hit bottom and is
poised for an upturn. British auto
insurance rates, often a bell-
wether for other non-marine lines,

are on the rise.

In many areas of the London
market, however, rates continue
to fall as they did during year-end
renewals. Worldwide property
catastrophe reinsurance rates are
dropping as much as 50%; North
American liability reinsurance is
seeing 10% to 25% reductions;
and North American liability in-
surance can command 30% to
50% rate reductions,

Terms and conditions also are

broadening. For example, multi-
year property programs are be-
coming fashionable. There also
has been a return to a retroces-
sional market not seen since the
1980s, when the London market
excess-of-loss spiral took hold in
London and cost the market bil-

lions in losses.

"We are busy with our July 1 re-
newals, and we are surprised by
the number of new opportunities
we are seeing," said Ken Barrett,
chief underwriting officer for ca-
sualty, strategic marketing and
development for Zurich Reinsur-
ance Co. in London.

The London market may only
accept about 10% of this new
business, "but it's good to see the
business coming in," he said.

"London has been re-empha-
sized and London orders are up,"
added Neil Maidment, treaty un-
derwriter for Lloyd's syndicate
623, managed by Beazley Furlong
Ltd.

Lloyd's has been described as
particularly aggressive this season
to get the business.

"London is again more buoyant
than in the last few years and
there's a lot more capacity," said
Ross McKenzie, chairman-nor--
marine for Aon Group Ltd.
"There is a fair bit of bullishness
around Lloyd's and the London
market.”

There's a better choice of leads

in London now than there has

been "in many years," he said.
Lloyd's also is very competitive
and is "back on stage as a major
competitor in the world marker-
place.”

And the market is indeed com-
petitive in London during
midyear renewals of primarily
U.S. and Australian business, just
as it was during year-end re-
newals.

Mark Boleat, director general of
the Assn. of British Insurers,
warns that "to maintain profit
levels this year or achieve an in-
crease will require higher premi-
ums or a reversal of the recent up-
ward trend in claims.”

However, Mr. Boleat concedes
that "further pressure on profits
can be expected this year wi:h
strong competition for business.”

"It's getting tougher, and it's
going to continue getting
tougher,” added David Mann,
chief underwriter at Lloyd's un-
derwriting agency D.P. Mann Un-

See London on next page



Continued from previous page
derwriting Agency Ltd. Rates are
'still getting weaker," he said.
Asked if he sees any sectors of the
London insurance market show-
ing even faint signs of improve-
ment, Mr. Mann replied: "Abso-
Lutely none."

Others are more optimistic.

Tony Baker, the ABI's deputy
director general, says auto insur-
ance-which is sometimes seen as
a bellwether for the rest of the
market-is showing rate increases
of about 52 . This is still well
short of the 10% increases that
the sector needs to return to prof-
it, Mr. Baker added.

Indeed, the U.K. auto business
Ls showing signs of lifting off the
bottom, added Mark Brockbank,
group chief executive for Brock-
bank Syndicate Management Ltd.
and underwriter for Lloyd's syn-
dicate 851.

ANnd there are signs that the
downward pressure on U.K. poli-
cyholders' rates appears to have
ended in other fields, such as
property, accident and health, and
general liability, said Mr. Baker.
But because competition remains
fierce, 'it will be difficult to get
any rate increases to stick."

"There are signs of the market
moving upwards," added Reg
Brown, liability underwriter for
Lloyd's syndicate 702, managed
by Octavian Syndicate Manage-
ment Ltd. U.K. property rates are
probably as low as they're going
to get, he said.

Other than in these domestic
U.K. categories, however, the
London market remains soft for

international business.

"We are certainly down" in the
underwriting cycle, said Aon's Mr.
McKenzie. "I don't know where
the bottom is anymore, but we're
at the lower end of the market
than we've been in the last
decade.”

As long as there isn't a major
catastrophe, "there is no reason
[or pricing to be corrected,” Mr.
McKenzie added.

"There is ferocious competition
for business because we are facing
a long period without any losses,"
added John Pelly, chairman of
non-marine
Willis, Faber & Dumas Ltd., the
reinsurance unit of Willis Corroon
Group P.L.C.

Since 1993, reinsurers around

reinsurance for

the world have made "significant”
profits because prices have been
steep and there have been few
catastrophes, he said. "It's been a
good period for the insurance in-
dustry, superior results for rein-
surers.”

Underwriters therefore are now
battling for market share, he said.

The market will continue to be
soft at year-end renewals, when
even more capital will come into
the London market, executives
add.

"It's quite a good time to start
an operation because from here,
the likely direction is up"” in the
underwriting cycle, said Wayne
Daniel, executive director in
charge of comprehensive risk so-
lutions for Liberty Re Ltd.

Liberty Re hopes to be licensed
by the Department of Trade and
Industry by year-end renewals
with capital of £250 million
($416.1 million).

The company expects to write
£500 million ($832.3 million) of
premium annually within five
years, said Mr. Daniel.

"We are still in a very competi-
tive market, and generally rates
are falling,” added Brian Cragg,

chairman of London International
Insurance & Reinsurance Market

Assn.'s statistics subcommittee

and general manager of Cologne
Re Ltd. in London.

LIRMA's survey released last
month of the year-end renewal
season as of Jan. 1, 1997, shows
that while most London-based in-
surers and reinsurers are report-
ing large profits, "generally the
terms they are writing on are get-
ting worse," he said.

Mr. Cragg said reinsurers need
to look again at rating levels. "If
the historical claims frequencies
have not changed, it would be dif-
ficult to justify the level of rates
(at the next renewals) we are see-
ing today," he said. However, he is

not optimistic that this downward
direction in rates will be reversed

in 1998.

LIRMA's survey of two-thirds
of the London reinsurance compa-
ny market showed that gross pre-
mium volume fell at year end, as
did the number of reinsurance
contracts being written.

According to Mr. Cragg, this
could be the result of recent con-

solidation among insurance com-
panies, leading to fewer compa-
nies taking larger layers of cover
for themselves and passing on
larger contracts to fewer reinsur-

ers.

Business Insurance, July 7, 1997 / 43

compared with 70% showing de-
creases in the January 1996 re-
newals.

Mr. Cragg noted this sector re-
mains "very competitive” and
said there has been little change

'If the historical claims frequencies have

not changed, it would be difficult to justify
the level of rates (at the next renewals) we

are seeing today,' says Brian Cragg.

LIRMA's survey also showed
that:

+ Rates for property catastrophe
reinsurance fell by 10% to 15%.

- Property non-proportional
business was one of the weakest
sectors, with 85% of contracts
showing decreases in rates on line,

from this trend at the midyear re-
newals.

- Cedents retained more of their
property proportional treaty busi-
ness.

These conclusions match what
underwriters are saying in the
market during midyear renewals,

though sonne say rates have de-
creased even further. For exam-
ple, one executive claims that
property catastrophe reinsurance
rates have fallen by as much as
50%.

Beazley's Mr. Maidment added

that property catastrophe reinsur-
ance rates on line are down about

10% to 15% in the United States
but by as much as 20% elsewhere.

Rates for catastrophe risks re-
main weak in the absence of any
major losses, added Mr. Brock-
bank.

That makes this year's hurri-
cane season very important in de-
termining the direction rates will
go. "If there are no major claims,
the market is going to keep sliding
downwards,"”" he said.

Underwriters also see a contin-
uing soft market in the liability
field.

Of the liability side, Octavian's

See London on next page
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Mr. Brown said, "All one can say,
generally speaking, is that the
market is still very competitive at
the moment.”

Ken Davies, chief underwriter
for syndicate 463, managed by
Archer Managing Agents Ltd.,
agreed that the market for em-
ployers liability and general lia-
bility competitive,
though he said further reductions
are being seen in most risks, par-
ticularly on larger accounts.

London lost hundreds of mil-

rennains

lions of dollars worth of North
American general liability insur-
ance business in the mid-1980s
when the market decided only to
offer claims-made policies rather
than occurrence forms, said
Zurich Re's Mr. Barrett. Much of

this business that was lost to the

market "could have been written
on an occurrence form to this
day" without causing massive
claims, he said.

Today, less than a handful of
companies, including Zurich Re,
offer North American general lia-
bility insurance in London, he
said. "Unless the London market
is prepared to do something sub-
stantial-such as cut prices dra-
matically-this business won't re-
turn,"” said Mr. Barrett.

Zurich Re has pared its North
American casualty insurance vol-
ume by about 40% in the past
three years rather than accept the
soft prices, however. There are
"cutthroat” North American ca-
sualty prices slashed by as much
as 50% being seen in London right
now coming from the Bermuda
and U.S. markets, said Mr. Bar-
rett.

London does offer other types of
liability coverage, however, said

Mr. Barrett, such as North Ameri-
can casualty reinsurance, where
rate reductions are from 10% to
25%; and professional liability in-
surance, where there are reduc-

cause of the soft market.

Even though directors and offi-
cers liability insurance also is
very cheap, Lloyd's Mr. Brown is
concerned that clients are buying

'All one can say, generally speaking,
is that the (liability) market is still very
competitive at the moment,' says
liability underwriter Reg Brown.

tions of 20% to 30% for lawyers.
London underwriters are ques-
tioning whether they should in-
troduce exclusi(ms on liability
policies, particularly professional
liability policies, for the Year
2000 computer problem, but so far
only a few have been drafted be-

inadequate limits. For example, a
typical directors and officers lia-
bility policy has a limit of £5 mil-
lion ($8.3 million), which he
thinks is "wholly inadequate.”
Mr. Brown attributes this situa-
tion to the phenomenon that when
rates are cheap, clients want to
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get their insurance coverage as
cheaply as possible.

D&O liability "is the most com-
petitive of all due to the lack of
claims made in this area and the
large capacity that is now being
offered by each of the main insur-

rs," added Archer's Mr. Davies.

Meanwhile, in London's marine
sector, Mr. Brockbank says rates
remain soft and are still being re-
duced rather than increased.
However, "there are small signs
that the bottom many have been
reached" in that there appear to
be fewer fringe players, he said.

Peter Wright, chief underwriter
for Archer marine syndicate 741,
said overcapacity continues to
push down rates in this sector,
and some large syndicates and
"aggressive" insurance compa-
nies, eager for more income, are
leading business in which they
have no experience.

More optimistically, Mr. Wright
says, "Although it is difficult to
predict when the bottom of the
cycle will occur, there are some
signs of determination by under-
writers not to give in to every
owner and client.”

In the aviation market, Richard
Maylam, chief underwriter on
Archer aviation syndicate 270,
says premiums have continued the
decline this year that began last
year as a result of a combination
of overcapacity and low losses.
However, he points out that world
airline premiums have risen "dra-
matically"” since the low point of
the rating cycle in 1990 as airlines
increased their fleet values and
passenger mileage.

This midyear renewal season is
unique in at least one way, how-
ever. In the past six months, there
have been at least five major bro-
ker acquisitions in a battle for
first place between Aon Group
Inc. and Marsh & McLennan Cos.
Inc. Most of these mergers have
driven monumental consolidation

in the London broker market.

Aon and J&H/M&M together
account for 50% of the gross pre-
miums placed at Lloyd's, accord-
ing to underwriters.

Most London executives say it is
too early to say how these mergers
will change the marketplace.

"It is difficult to see any effect
at the moment," said Stephen Ri-
ley, managing director of Swiss
Re U.K., which merged with Mer-
cantile & General Reinsurance Co.
last year. However, "our clients
have fewer choices, and there is a
concern about that.”

Swiss Re U.K. won't know until
the year-end renewal season how
successful it has been it retaining
M&G Re's business, Mr. Riley
added.

"It is slightly early days, but I'm 1
sure it will have an impact on the
market," said Beazley's Mr. Maid-
ment. The brokers should be able
to control their costs better, which
could be an advantage, he added.

Executives who have been in
the market for a while and have
seen many a merger already await
the spinoff brokers that will be
formed by the scores of people
who will be laid off as a result of
the recent acquisitions.

Despite the mergers, however,
"there are still plenty of competi-
tors out there,” said Aon's Mr.
MeKenzie. There used to be the
Big Six in London and now there
are the Big Four "or Big Two plus
Two," he said, referring to Aon,
J&H/M&M, Sedgwick Group
P.L.C. and Willis Corroon Group
P.L.C.

Regarding the mergers, though,
"clients are very positive," said
Mr. MeKenzie. "They see us as
bigger, stronger and with a better
spread. And they're allowing us a
honeymoon period.” lill
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Capacity up, prices down in surplus lines market

Market seeing competition from new players

By JOANNE WOJCIK

The surplus lines market is softer
than ever, with capacity going up
and prices coming down for even the
toughest classes of business.

Traditional surplus lines mar-
keters also are working harder to
keep from losing ground to new
players coming into the market.

he said.

"It varies from line to line, but
also by sub-line," he said.

On the excess side, rates continue
to decline anywhere from 10% to
15%, while capacity seems to be in-
creasing almost continuously. It
takes fewer insurers to assemble siz-

able limits than it did in the past, he
said.

Surplus lines markets also are de- "There seems to be no end to the

veloping new coverage facilities to
respond to the few pockets of the
commercial property/casualty mar-
ket that have remained somewhat
tight.

"It's a lot more work for brokers"
to keep business at renewal time,
said Pennington H. Way lll, execu-
tive vp of Reliance National Insur-
ance Co. of New York.

Reliance National oversees Re-
liance Group Holdings' surplus lines
operations. "Every renewal is like a

piece of new business," he said.
And that means insurers must re-

assess the accounts with the same .

attention to detail and intensity as if
they were analyzing them for the
first time.

But, if you're a nsk manager of a
large sought-after corporation, it's
probably much like shooting fish in
a barrel," quipped Mr. Way.

"Rates are still coming down as
much as last year when we all
thought it had bottomed out,"” said
Robin Henderson, senior vp and ca-
sualty manager for Stewart Smith
West in Glendale, Calif., a division
of Stewart Smith Group Inc. and a
unit of Willis Corroon P.L.C.

She estimated that casualty busi-
ness is renewlng at premiums as
much as 25% below last year's.

The "differential is not as great for
smaller risks, which are down
maybe 5% to 10% from last year,"
observed Bob Keul, vp-underwrit-
ing at Scottsdale Insurance Co.,
a unit of Nationwide Mutual
Insurance Group in Scottsdale, Ariz.
"But anything with a six-digit pre-
Inium is subject to major cuts."

Indeed, "it's still a buyers' mar-
ket," agreed Marcus Payne, presi-
dent and chief operating officer of
surplus lines broker Crump Insur-
ance Services Inc. in Dallas.

While casualty is the most cut-
throat line, prices are also falling on
the property side-even for Califor-
nia earthquake and coastal wind-
storm risks.

"All we're seeing now are decl'eas-
es everywhere," said Paul McCain,
vp-property broker for Crump in
Dallas.

For example, rate cuts on tough
property accounts, either by class of
business or loss experience, range
from 25% to 35%, according to Mr.
McCain.

"One energy account with horren-
dous loss experience saw an
almost 50% cut" in premium, Mr.
McCain recounted. "The higher the
premium, the bigger the cut."

California earthquake insurance
renewal premiums are coming in 8%
to 10% below last year's, while
Florida hurricane rates are any-
where from 5% to 10% under 1996
premiums, estimated Ralph J.
Palmieri, president and chief execu-
tive officer of underwriting manag-
er First State Management Corp. in
Hartford, Conn.

By comparison, non-catastrophe
property rates are down 5% to 8%,

amount of capacity available for ex-
cess and umbrella business,"” Mr.
Palmieri observed.

"Overall, the market's as loosey-
goosey as it's ever been with early-
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1980s pricing," said Paul W. Spring-
man, president of underwriting
manager Shand Morahan & Co. Inc.
in Evanston, Ill.

As a result, "we have to run two or
three times faster just to keep the
same position in the race," he said,
comparing surplus lines market
competition to a marathon.

"It's the same record as was
played last year, except proper-
ty is even softer," said Dave Har-
tock, president and CEO of Swett &
Crawford Group in Los Angeles.

Mr. Hartock, formerly president
of Sherwood Insurance Services, re-
cently took the helm at Swett &
Crawford after the wholesaler was

acquired by Aon Corp., Sherwood's
parent.

Helping to put pressure on pricing
in all lines is the increased capacity

'Overall, the market's as loosey-goosey as ils
ever been will, early-1980s pricing,’ says Paul
W. Springman.'We have to run two or three
times faster just to keep the same position.’

He estimated that cuts in July re-
newal premiums are averaging any-
where from 10% to 30% in alllines.
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coming from new players in the sur-
plus lines market.
See Surplus on nert page

Ik\ 1 AJfAC]35(S 3t*SEfl«if YfIHf-ES
fOU (EAH SSI]i\ »f ]-EM-ff{971- r
Elf»]kS B(En--Eflf]]14]1

Disability Management

and productivity.

high regard for human resources

To lea

rn more, call Bill Leary at

frnn Aetna U.S. Healthcare...
a higher perspective on
your most valuable asset.

Disability management is much

more than handling illness and injury.

At Aetna, it means helping
employers form true partnerships
with employees...encouraging
company cultures marked by indi-

vidual responsibility, teamwork and

And understanding that someone
with a disability is an individual who
values work as an essential part oflife.

Lofty ideas?

Here are some solid realities:
Aetna has a managed health approach
that uses unique health and vocational
assessments...state-of-the-art protocols
...and sophisticated managed care
capabilities to maximize individual

potential.

This plan is undenwitten or administered by Aetna Life Injurance Company.

©1997 Aetna U.S. Healthcare Inc

312-441-3025- We'11 also send you the
free brochure, Planningfor Disability
Management, published by the
American Compensation Association.
Because ifyour goal is a healthier,
more productive work force, we'll help

you rise to the challenge.

C7Etna

US Healthcard

You'll feel better with us:

http:#www.aetnahealth.com



46 / Business Insurance, July 7, 1997

Surplus

Continued from previous page

Among the new competitors are
reinsurers and standard insurance
companies that have formed spe-
cialty units.

"Every large, standard market
insurer either is in or is about to
be in our side of the business,"
said Scottsdale's Mr. Keul.

And it seems new surplus lines
insurers are continuously being
formed, he said.

" Fifteen years ago, there was
one surplus lines insurer in the
metropolitan Phoenix area. Now
there are 10," Mr. Keul estimated

Reinsurers are also starting to
compete for surplus lines busi-
ness, said Swett & Crawford's Mr.
Hartock. They're bypassing insur-
ers and "going direct to the
source," he said.

In fact, several reinsurers tried

-« it#i»
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to solicit business from whole-
salers at the May 18-21 American
Assn. of Managing General
Agents conference in Kona,
Hawaii, according to Mr. Spring-
man of Shand Morahan.

"Our reinsurers are competing
with us," he said.

Lloyd's of London also has
returned to the market in a big
way, having overcome its security
concerns with the creation of Eq-
uitas Ltd., according to Mr.
Springman.

Equitas was set up last year to
take over Lloyd's pre-1993 liabili-
ties.

"Once Equitas was established,
we've seen London underwriters
come back more aggressively, of-
fering three-year programs, rein-
stated aggregates and aggressive
pricing," he said.

Mr. Springman said the ongoing
turmoil at the lllinois Insurance
Exchange has been hardly noticed

at renewal time.

The IIE had three syndicate in-
solvencies during an eight-month
period from late 1996 to early
1997 (Bl, June 9; March 10).

"For every account that comes

plus lines market gets, most sur-
plus lines marketers and under-
writers say.

"If you're an obstetrician in
Harris County, Texas, looking for
malpractice insurance, you don't

'While California homebuilders is still a
tough market, more companies are willing
to address these risks,' says Marcus Payne.
'We're putting together a program.’

out of the exchange, there seems
to be a ready underwriter willing
to take it on with the same terms,"
he said.

Still, some segments of the mar-

ket are likely to remain tough no
matter how soft the overall sur-

think it's a soft market," pointed
out Mr. Springman.

Obstetricians there, which is the
Houston area, are looking at six-
figure premiums for just $1 mil-
lion to $2 million in medical mal-
practice coverage, Mr. Springman
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estimated.

Prices are holding firm for small
law firms' professional liability
coverage, too, according to Mr.
Way.

"We do have greater loss activi-
ty in that size firm," he said.

And while the entertainment
field is extremely competitive,
"there's some pulling back in
some classes like promoters, film
and rap concerts," he said.

There is a light at the end of the
tunnel for at least one traditional-
ly tough class of business, though:
California contractors.

"While California homebuilders
is still a tough market, more com-
panies are willing to address these
risks," said Mr. Payne of Crump.
"We're putting together a pro-
gram.”

And Stewart Smith-West began
marketing a new facility in April
that somewhat hedges its bets in
this area by requiring polieyhold-
ers to submit to a risk manage-
ment review before coverage is
bound.

"They have to be risk manage-
ment-oriented," explained Carole
Fleischman, senior vp.

Already the Glendale, Calif.-
based broker has produced $5
million in premiums for the new
coverage, though she said that
the company has declined at
least 50% of those that have ap-
plied.

The facility provides up to $5
million in limits for primary lia-
bility, architects errors & omis-
sions, product liability and com-
pleted operations for a minimum
premium of $50,000, Ms. Fleis-
chman said.

The residential program is un-
derwritten by Legion Indemnity
Co., and the commercial builders
program is underwritten by Le-
gion Insurance Co., both based in
Philadelphia.

Crump is developing programs
for some special risks, such as am-
bulances and small-employer
workers compensation in New
Jersey, according to Mr. Payne.
The New Jersey workers comp
program will be written on an ad-
mitted basis by Meadowbrook In-
surance Co. located in Southfield,
Mich.

In fact, more surplus lines in-
surers have established affiliates
or units that can write in the ad-
mitted market what has tradition-
ally been written on a non-admit-
ted basis.

"There's going to be more pro-
gram business" in the surplus
lines market, he predicts. That's
because programs, which group
smaller but homogeneous risks to-
gether, provide for economies of
scale, he explained.

Scottsdale's Mr. Keul agreed,
pointing out that competition in
the non-profits' directors and of-
ficers  |iability market has
prompted the insurer to offer oth-
er coverages to its policyholders.

"We're doing package policies,"
he said, assembling property, ca-
sualty, transportation and direc-
tors and officers for non-profit or-
ganizations.

"We're the be-all-things surplus
lines market," he said.

Only a major catastrophe, like
an earthquake in downtown Los
Angeles, or a hurricane in New
York, is likely to have any impact
on the soft surplus lines market,
observers say.

But even that is unlikely to
make much of a dent unless it's
also accompanied by a sudden
change in interest rates or a stock
market crash.

"The financial market plays a
not insignificant role in the ener-
gy and strategy of the commercial

insurance industry,"” observed Mr.
Palmieri. [ol
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Reinsurer competition speeds drop in rates

Insurers getting more for their money
as rates, conditions improve

By GAVIN SOUTER and
JUDY GREENWALD

Insurance companies are spend-
ing less and less on reinsurance as
rates continue to drop and reten-
tions continue to edge up.

Insurers also are getting more for

their money as reinsurers ease con-
ditions as well as lower rates.

Excess capital, good financial re-
sults and an absence of any market-
rocking catastrophes are keeping
the reinsurance market soft, say
reinsurer and intermediary offi-
cials. Many reinsurance buyers are
taking full advantage of this soft
market by shopping their business

around.

One or more major catastrophes
or a downturn in reinsurer's stocks
may represent the only realistic
prospects of any significant change
in the reinsurance market for the
immediate future.

While the ongoing consolidation
in the reinsurance market means
there are fewer players, it has failed
to drain any excess capital out of
the industry. At the same time, the
revived Lloyd's of London is an ad-
ditional player in an already com-
petitive field.

No change in the market's intense
competition is evident this renewal

"l would suggest that it is re-
maining quite competitive, and |
think it's driven by a couple of
things," said William Munson,
president and chief operating offi-
cer of the Morristown, N.J.-based
Mercantile & General Reinsurance
Co. of America. M&G Re was ac-
quired by Swiss Reinsurance Co.
last year.

"The primary markets are sur-
prisingly, in many cases, increasing
their retentions. At the same time,
pricing may be extremely weak,
(with primary insurers) probably
trying to drive up net written pre-
miums. Reinsurers are responding
by either lowering prices, or adjust-
ing various terms and conditions, so
it's a pretty competitive market out
there,” he said.

"It's a competitive marketplace,"”
agreed John N. Gilbert Jr., presi-
dent of Holborn Corp. in New York,
a reinsurance intermediary. "It
continues to be more so with each
succeeding half-year and will prob-
ably continue to be more so until
there's some form of major loss ac-
tivity. But | gather it's not going to
take one large loss. It's probably
going to have to be a number of
losses in the aggregate.”

The high level of excess capital in
the reinsurance market is prevent-
ing any turn in the market, agreed
Bard Bunaes, chairman of Consti-
tution Reinsurance Corp. in New
York. As a result, one large catas-
trophe loss is unlikely to lead to a
hard market on its own. "There is
so much excess capital in the mar-
ket, and it will take several disas-
ters to end that," Mr. Bunaes said.

"The market's still slipping,"” said
Mike Bungert, president and CEO
of Chicago-based Aon Re Inc. "It's
a case of far too much capital chas-
ing too little premium."

"Just about all we've seen contin-
ues to reflect a softening of the

marketplace in the U.S.," said Joe
Fedor, executive vp of intermediary
U.S. Re Corp. in New York. "That's
in spite of hurricane predictions.
This is going to be the third consec-
utive year that will be worse than
normal,"” he said of forecasts for
1997 hurricane activity (BIl, June
16).

"Things are getting cheaper,
prices are declining, people are
changing terms and conditions in
order to keep prices up, and | would
say all areas of the market are soft,"
said Steven Bolland, senior vp with

reinsurance intermediary Gill &
Roeser Inc. in New York.

However, he added, "There's very
few crazy reinsurers out there. |
think the insanity isn't there. It's
just that the competition is making
everybody compete." Business will

move for a 10% or 15% cut in rates,
he noted.

"The trends that we've seen in the
past just seem to be continuing,”
said Jeff Cooper, executive vp with
Kemper Reinsurance Co. in Long
Grove, lll. "We don't see any
change in direction. It's just more of
the same, unfortunately.”

Rate declines vary depending
upon the line of business and geog-
raphy.

The cuts are "between 10% and
25%, mostly on the property side.
Casualty is going down on a
marginal basis, probably to 5% to
10%," said U.S. Re's Mr. Fedor.

Commercial liability rates have
decreased between 5% and 15%,
said Mr. Bunaes of Constitution Re.

Property and liability reinsur-
ance premiums generally are de-
creasing by between 5% and 10%,

'‘Just about all we've
seen continues to
reflect a softening of
the marketplace in the
U.S.,' says Joe Fedor.

while at the same time reinsurers
are offering more coverage, said
Edmund Megna, managing director
and executive vp at Guy Carpenter

Building Your
Mid-Market

Business??

& Co. Inc. in New York.

For example, loss corridors are
being moved to a higher level, he
said. Loss corridors are the portion
of risk that cedents retain at a cer-
tain level in a treaty reinsurance
program. For example, a reinsurer
may cover the first 65% of losses

under a treaty, then the cedent will
cover the next 5 % and the reinsur-

losses.

Now loss corridors, in some cases,
are moving up so cedents do not
have to pay any losses under a
treaty until at higher levels, Mr.
Megna said.

"Many reinsurers are willing to
look at conditions, but it depends
on the company. It's another sign
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profitable business opportunity for agents and brokers. Large premiums generated
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Learn more about our commercial underwriting and account servicing capabilities
by contacting your local GA Branch Office or call 1 -800-606-4266.
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of the continuing soft market," he
said.

Reinsurers also are more willing
to offer multiyear contracts for
property and casualty business,
said Mark Hinkley, executive vice
president of TIG
Reinsurance Co.

in Stamford,

Ceonn. 'What I've seen has been a dramatic rate

Just as with pri-

and they see layers of insurance
performing well so they decide to
retain more," he said.

Property insurers buying catas-
trophe reinsurance are also in-
creasing their retentions, said
Graham J. Dimmock, executive vp
at Partner Re Ltd. in Bermuda.
"Some larger insurers are ques-
tioning the amount of reinsurance

dents buying property catastro-
phe reinsurance are increasing re-
tentions despite a decline in rates.
In high-exposure areas, such as
Florida and California, average
declines in catastrophe reinsur-
ance rates are in the single-digit
range, while in other areas in the
United States they are declining
by about 10%, Mr. Hynes said.
Paul Davies,
vice chairman
of Chicago-
based Aon Re
Worldwide

mary policyhold- decrease in the catastrophe area. | would Inc., said

ers, cedents like to
lock into competi-
tive rates and
avoid annual re-
newal negotia-
tions, and in some
cases reinsurers
welcome the multiyear contracts,
too, he said.

"Particularly in quota-share
business, we always preach long-
term relationships, so it seems to
make sense there,” Mr. Hinkley
said.

Cedents also are seeking to in-
crease their retentions despite the
decreasing cost of buying reinsur-
ance, he said. With primary rates
also in decline, managers at insur-
ance companies are looking for
ways to maintain growth, Mr.
Hinkley said.

"Senior managements don't
want to see their top line erode

AT LEAST HE CAN COUNT
ON HIS D&O INSURANCE

UALITY,MATTERSWHEN, COUR GLIENLIS.UNDER THE GUN, Thef

"A' (Excellent). Our career D&0 underwriters average 12 years in the field. We

are flexible enough to write admitted and non-admitted policies up to $10 million

in limits and maintain rock-solid reinsurance.

Together, this all spells strength, stability, and experience. In other words, quality.

If quality matters to you, call our specialists today at (619) 689-2696.

RLI

Fundamentally Innovative

say at least 10%, maybe more,' said Paul
Davies of Aon Re Worldwide.

they need to buy and are looking
at ways to handle it in-house or
through financial markets," he

said.

Those companies that have the
financial wherewithal to retain
larger risks also are seeking to be-
come less susceptible to wide
swings in the price of reinsurance
in the event the market hardens
after some future disaster, Mr.
Dimmock said.

Some cedents also are using the
money they save by increasing
their retentions to buy higher lim-
its, said Keith S. Hynes, senior vp
and chief financial officer at Re-
Nnaissance Reinsurance Ltd. in

Bermuda.

"Also clients' surpluses are in-
creasing and that increases their
comfort level with higher reten-
tions," he said.

As with other reinsurance, ce-

QUANTUM CONSULTING,

"what I've
seen has been
a dramatic
rate decrease
in the catas-
trophe area. |
would say at
least 10%, maybe more.

"All areas are soft, but | don't
think there's been as much dra-
matic change as there has been in
the cat area. It's the one market
that got tight in the last five years,
and so it's gradually been coming
down," said Mr. Davies, who
added that one reason for this is
there has not been a major catas-
trophe for a while.

In the past six months, property
catastrophe reinsurance premi-
ums for Guy Carpenter's major
clients have decreased on average
15%, limits have increased 6.5%
and retentions have increased
6.5%, said Mr. Megna.

Reinsurers also are prepared to
improve conditions in property
catastrophe contracts, he said. For
example, more reinsurers are pre-
pared to agree to reinstate limits

See Reinsurers on nert page
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150 Joralemon Street, Suite 6B
Brooklyn Heights, New York 11201-4309
Tel. (718) 802-9423
Fax. (718) 802-9701

Attn: Joseph F. Scognamiglio, President
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for less than 100% of the original
premium in the event of a limits
loss, Mr. Megna said.

"That is not a universal feature,
but it is being looked at in some
cases," he said.

The whole nature of the rela-
tionship between the reinsurer
and the primary insurer has
changed, said Albert P. Amato,
senior vp at Greenwich, Conn.-
based C.L. Frates Reinsurance In-
termediary Inc.

During the 1985-'86 hard mar-
ket, when reinsurers got "burnt,”
they decided to take on a leader-
ship role and began to "sit there
and kind of look over the shoulder
of ceding companies on every lit-
tle thing," he said.

"Now they're retrenching from
that leadership position. The ced-

hard market taught everyone that
reinsurance is becoming a com-
modity product.”

Shopping around "varies with
the buyers,"” said M&G Re's Mr.
Munson.

There are two types of reinsur-
ance buyers, he suggested: Those
who will "gamble for stability for
what they think are better terms
and others who are able to get
pretty attractive terms with com-
panies they are comfortable with
and expect to be there in the long
haul.”

At the same time, however,
"Nobody's out looking to pay
more money," he added.

One sign of the shopping around
being done is that more and more
broker market business is being
shown to direct writers, said
Steve Tirney, president and chief
operating officer of Philadelphia-
based PMA Reinsurance Corp.
"Direct writers are competing

'Everybody’'s got to allocate their resources
and make the most out of this, because if

you wait around for better times, | think you
could run out of runway,’' says Mike Bungert.

ing companies are reasserting

themselves," said Mr. Amato.

The reinsurers are "just happy
to be on some treaties, and why
rock the boat with lots of ques-
tions? There are still inquiries, but
they're greatly reduced,” Mr. Am-
ato said.

Consolidation has had no im-

pact on the soft market.

"l don't think it's had any effect
at all,” said Gill & Roeser's Mr.
Bolland.

"Strange to say, the reinsurance
market has consolidated in num-
bers, but the consolidation hasn't
taken any capital out of the mar-
ket, so people still have to lever-
age the capital,” Mr. Bolland ex-
plained.

Nobody has merged and said
'This is a terrific opportunity to
take money out.' It just hasn't
happened,” he said.

Total reinsurance capital in the
market has increased rather than
decreased, said Mr. Hinkley of
TIG. "People are not reducing
capital through the mergers. Any
reduction has come in the work
force," he said.

Consolidation "moves business

around,” said Kemper Re's Mr.
Cooper.

"Whether it's hardening or soft-
ening, it's hard to tell," he said.

The revival of Lloyd's returns
one more competitor to the fray.
"It's aided the softening of the
marketplace,"” said U.S. Re's Mr.
Fedor.

"They need to re-establish
Lloyd's as a significant force
within the marketplace. Part of
that is achieved by being compet-
itive.”

Lloyd's is back and aggressively
looking for business, agreed Mr.
Bunaes of Constitution Re.
"Lloyd's was soft-pedaling for a
while, but now it is back in abso-
lutely full swing," he said.

The soft rates for reinsurance
are causing a lot of shopping
around for low prices.

"In the past you could probably
say every three years or so buyers
would take a second look at what
they buy and what they pay for
it,"” said U.S. Re's Mr. Fedor.
"Now, it's more like every year,"”
he said, adding, "It keeps us on

our toes.”

"There isn't the same long-term
commitment,” said Sill &

Roeser's Mr. Bolland. "l think the

alongside of us on the broker mar-

ket cover," said Mr. Tirney, who
described it as one way of "play-
ing one against the other."

"Most companies, including
ourselves, are trying to protect
our renewals,"” observed Mr. Tir-
ney.

"We're trying to deal with the
companies that we've dealt with
for a long time,"” and seek growth
by doing an increasing amount of
business with them rather than by
bringing in new business where
there is competition from the di-
rect writers, "but even that's be-
coming hard," he said.

"l think there's a real strong im-
petus on buyers to buy something
other than just reinsurance.
They're looking for services, in
some cases capital, in some cases
other products and services, look-
ing for more out of the reinsur-
ance relationship than just rein-
surance, if you will," said Kemper
Re's Mr. Cooper.

No one is sure when or if rein-
surance rates will harden.

"l think people have got to fig-
ure out a way to make money in
this market, because it's going to
be around a lot longer,"” at least
for the foreseeable future,"” said
Aon Re's Mr. Bungert.

"Everybody's got to allocate
their resources and make the most
out of this, because if you wait
around for better times, | think
you could run out of runway," he
said.

The next renewal season may
see less sharp declines in rates be-
cause everyone, including Lloyd's,
is already back in the market that
they had left or shied away from
following Hurricane Andrew in
1992, said Mr. Hynes of Renais-
sance Re.

"INn 1996 you had the re-emer-
gence of the large European rein-
surers. Now you have the re-
emergence of Lloyd's. In 1998,
there will be nobody left to re-
emerge," Mr. Hynes said.

"Ultimately, deterioration on
pricing will be seen on the bottom
line, particularly if there's one or
two major catastrophe events in
the coming wind season,"” said
Gill & Roeser's Mr. Bolland.

But, he added, "It's going to be
interesting after an event to see
what ability reinsurers have to in-
crease pricing before people start
looking at alternatives.” Ell
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"The HMOs are kind of driving
the market now,"” Mr. Erb said,
noting that while their pricing has
been very competitive in recen-
years, pressure to keep costs down
will probably catch up with them
ne>-t year.

Flat rates among HMOs in re-
cent years were the reflection of
intense competition and margin
cutting, noted Tim W/illig, a prin-
cipal and actuary for Towers Per-
rin in New York. "There's only a
finite amount of time you can do
that,” Mr. Willig said. He predict-
ed premium increases in general
for managed care would stay at
4% to 6% for the next two years.

"There are a lot of factors (why-
costs are increasing)," said Dan.
Hoemke, a vp of marketing and
sales at PacifiCare of California in

Help Your Employees

Get Peace Of Mind

With Voluntary AD&O

From MetLife And

Emergency Travel

Assistance From

Assist America.

Cypress, Calif. "Mainly it's a
catch-up component. Most health
plans from the start were offering
big decreases on rates, and now
it's catching up.

"People are now saying, 'We
can't make it; we have technology,
employees.' They're basically say-
ing we need to get some more rev-
enue,"” Mr. Hoemke said. "So
there were three or four years of
less-than-responsible financial
management, and now we have to
make up for it. Also, there are
some things occurring: an aging
population, pharmacy costs and
technology.”

Richard Sinni, director of
health care management for Buck
Consulting Group in New York,
said that depending on the size of
the employer, HMOs are trying to
raise rates 2% to 6% during
midyear renewals, with reports of
some individual rate increase at-

tempts of 11%. Larger clients

have been able to negotiate pre-

mium hikes down to 2.5% to 3%.
Although in the past two to

three years HMOs have kept in-

creases to a minimum to maxi-

nity plans raising premiums 12 %
to 15%, point of service plans in-
creasing premiums 7% to 9%, and
preferred provider organization
plans posting 8% to 11% increas-

'We see PPO programs that are extremely
competitive now with heavily managed
care programs,’' says Richard Allen. 'Those
big differences are gone.’

mize market share, "I think now
they're trying to make up some of
that lost profit they expected,”
Mr. Sinni said. "This year, every-
body is coming back with increas-
es. Most of the vendors are experi-
encing higher trends.”

Among other health plan types,

Mr. Sinni sees traditional indem-

es. He predicts increases in rates
will remain about the same during
the next year.

Richard Allen, president of New
York-based benefits consultant
and broker American Corporate
Benefits Inc., said HMOs have

raised rates 5 % to 8 % this renew-

al season. And, among managed
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care options, HMOs no longer are
always the most attractive, he
said.

"We see PPO programs that are
extremely competitive now with
heavily managed care programs,”
Mr. Allen said. "Those big distinc-
tions are gone."

Around the country, many of
the factors that are driving premi-
um increases are also are creating
regional price hike disparities.

"There are major geographic
differences," said Jack Doerr, na-
tional group benefits practice
leader at Sedgwick Noble Lown-
des in Chicago, "There are parts
of the country that are much more
costly (to cover), and these tend to
be the big urban areas, whereas
the rural areas are less expen-
sive.”

"A lot depends on the area or
what part of the country you're
talking about,"” Mr. Lynaugh said.
In California, for example, doc-
tors have been "sophisticated and
aggressive for a long time,"” in ne-
gotiating contracts with HMOs.
On the East Coast, as well, hospi-
tals have proven to be particular-
ly sophisticated at negotiating
their arrangements with health
care organizations.

South Florida, California and
New York seem to be particularly
ahead of the pack in terms of doc-
tors' increased skill at negotiating
contracts with managed care or-
ganizations, "and price increases
are responding accordingly,"” Mr.
Erb said.

Not everyone agrees prices are
on the way up, however. Ken Ja-
cobsen, a senior vp and national
health care practice leader at The
Segal Co. in New York, takes
what he admits is an optimistic
approach.

"Employers are beginning to fo-
cus on quality, but for today, price
is still the bottom-line issue,” Mr.
Jacobsen said. "HMOs know that
if they are to retain and increase
membership, they need to keep
costs down. I'm optimistic that
we'll see reasonable increases.”

At the same time, he conceded
there are economic forces at play
limiting HMOs' options. "There is
pent-up financial strain on
HMOs," he said. "There are too
many things in there that would
say we should expect higher cost
increases than we've seen in the
last three years, but | like to be
optimistic.”

But Mr. Erb believes HMOs op-
tions are limited. "I don't see the
HMOs trying to ratchet back their
expenses in the next two or three
years, which is why | think they're
going to go for price increases."

"They think employers would
rather go through price increases
than go through another round of
employee phone calls," he said. "I
just don't see HMOs right now
with their image problems in the
marketplace looking to ratchet
down access."

NYLCare's Mr. Lynaugh said
"some insurers may definitely
hang back to get the business,"
but that business will be "bought
at a very high price."

His company has begun "to put
the price increases through to
match what we're seeing on the
cost side," he said. Most of NYL-
Care's employer clients "seem to
be trying to find a middle ground
between understanding the price
increases-although obviously not
very happily-and trying to cut
around the edge of the benefits to
ameliorate the cost increases.”

For example, Mr. Lynaugh said
he sees some employers going
with higher deductibles in indem-
nity health plans, to $500 annual-
ly per family from $100 or $200
per year, or increasing the copay-

See Health on next page
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ment on pharmacy benefits to $10
or $15 per prescription from $5.

Some employers are hoping the
apparent acceleration in price in-
creases is not an omen for the fu-
ture, but it would be prudent to
expect significant and predictable
increases each year for the next
four to five years, said Pat
Boughey, senior vp of Aon Con-
sulting in Chicago.

"l think they (buyers) would like
to think it's not the end of an era,
it's just a change in direction,” he
said.

But there is no reason for buyers
to panic, said Towers Perrin's Mr.
Willig, if they view the market re-
alistically, anticipating neither a
drastic hike in insurance rates nor
the low increases of recent years.
"We've spent a lot of work with
clients just setting their expecta-
tions at an appropriate level this
year and next year,” Mr. Willig
said.

Fred Hamacher, vp of compen-
sation and benefits for Minneapo-
lis-based Dayton Hudson Corp,
said he is projecting next year's
costs for his company's predomi-
nantly managed care health bene-
fit programs based on a 4% to 5%
cost increase for Dayton Hudson's
plans. He added that employees
will bear part of any increased
costs.

"We always end up passing
some through. Employees pay a
portion of the cost; we pay a por-
tion of the cost,” Mr. Hamacher
said.

For now, Stamford, Conn.-
based Xerox Corp. is projecting its
health care costs to remain flat,
said Helen Darling, the company's
manager of health care strategy
and programs.

"While health plans would all
like to get more money, there are
plenty of purchasers who still feel
there's money in the systems and
don't feel they should have to pay
much more,"” Ms. Darling said.
"There is slack in the systems, but
in some instances, there are fairly
good profits and earnings, and a
lot of growth."

Emma Hoo, a senior project
manager with the Pacific Business
Group on Health in San Francis-
co, said the 20-employer coalition
has negotiated for 1998 a net in-
crease of 1 % in premiums in Cali-
fornia and a 3% increase in Ari-
zona, where the coalition was ne-
gotiating for the first time (B,
June 23).

"We've been able to keep the
rates down better than others,"”
Ms. Hoo said.

The PBGH, which began negoti-
ating with HMOs in 1994, brought
rates down 9% for 1995, 4.3% for
1996, and kept them flat for 1997.

Randy Abbott, eastern region
practice leader for health care
consulting at Watson Wyatt
Worldwide in Little Falls, N.J.,
noted there's always room for em-
ployers to negotiate with their
health plan vendors.

"What we're finding is what the
managed care plans or carriers
come in with is definitely not
what they are willing to settle
for,” he said.

"The informed consumer who
knows what he's doing will not see
those (high) increases,” Mr. Ab-
bott said. And, employers are be-
coming smarter consumers, he
said, learning the issues facing the
managed care world in their re-
gion by participating in round-ta-
bles and coalitions. "Nobody pays
sticker price," he said.

If premium increases do become
a multiyear pattern, employers
may respond in various ways.

Passing on a portion of the in-
creased costs to enlployees is
"probably all we'd do year-one,”
Dayton Hudson's Mr. Hamacher
said. "If we get three or four years

flat.™

Segal's Mr. Jacobsen said com-
panies, especially larger compa-
nies, should think about joining
purchasing coalitions. Such coali-

'We've spent a lot of work with clients
just setting their expectations at an
appropriate level this year and next

year,' says Tim Willig of Towers Perrin.

in a row, then | might say, 'Al-
right, what are we going to do
now?' If it's a one-year uptick, I'm
not going to do anything yet.

"Of course we're always looking
at ways to improve the efficiency
and get better value. But | did that

even when cost increases were

tions can cut two- to three-year
deals with health plans incorpo-
rating performance guarantees, he
said. Coalitions can be a good way
of forming a working relationship
with the program and mitigating
cost increases.

Mr. Lynaugh offered what
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might be the most dramatic view,
an opinion he bases on the combi-
nation of employers' reaction to
the coming health care cost in-
creases and the "empowerment of
consumers" that has been promot-
ed through medical savings ac-
counts and open-access programs.

What some employers are begin-
ning to tell their employees, Mr.
Lynaugh suggests, is "Control
your own health.”

"The interesting parallel to me
is what's happening in the 401 (k)
world,” he said. "l think that same
thing is going to start happening
on the health care benefit side.”

In that 401 (k) sort of model, Mr.
Lynaugh said, benefit consultants
may emerge as the health care
plan administrators. Insurers and
HMOs, meanwhile, will seek to be
listed as t.he plan offerings among
which employees can choose to
spend the health care dollars their
employers provide, just as they

An MRM Company

choose how to allocate retirement
benefits among the investment
funds offered in their 401(k) plans.

"That will be the next big
trend,” Mr. Lynaugh said. "And
it's lurking just below the surface
now. Once you get beyond an HR
department not liking that for
control and power reasons, it
makes all the sense in the world
(for an employer). Because you
can't get blamed for what you're
not part of."

Whatever reaction a new round
of health care cost increases might
provoke from employers, most of
them are constantly seeking to
tweak their health benefit plans
regardless of the market, Mr.
Hamacher said.

"One thing about health care:
You never rest,” he said. "Too

ing they've fixed it, and they
haven't come close to fixing it
yet." [al
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Datebook

JuLy

JULY 14-18. Fundamentals of Employee
Benefits Management course in Brook-
field, Wis., sponsored by The Internation-
al Foundation of Employee Benefit Plans;
$1,375 for members, $1,625 for non-mem-
ben . Also Aug. 18-22 and Sept. 22-26.
Registrations Department, IFEBP, P.O.
Box 69, Brookfield, Wis. 53008-0069; 414-
786-6710, ext. 8257.

JULY 15. New Guidelines Under the
Health Insurance Portability and Ac-
countability Act of 1996 educational out-
reach program in St. Louis, sponsored by
the U.S. Department of Labor's Pension
and Welfare Benefits Administration and
the Enternational Foundation of Employ-
ee Benefit Plans; $125 for one-day pro-
gram, $200 for two-day program. Also
July 9-10 in San Francisco, July 22 in
Chic.ago, July 29-30 in Tarrytown, N.Y.

Aug. 4-5 in Cincinnati, Sept. 9 in Boston.
IFE3P, P.O. Box 69, Brookfield, Wis.
530(8-0069; 414-786-6710, ext. 8257.

JULY 15. Pension Simplification and DC
Plan Workshop in Chicago, sponsored by
Corhel; $305. Also July 17 in Columbus,
Ohice. Corbel, P.O. Box 47720, Jack-

somille, Fla. 32247; 800-326-7235, ext.
1135.

JULY 16. Professional Liability-Health-
care seminar in Orland Park, lll., spon-
sored by the Insurfince School of Chicago;
$11C. Insurance School of Chicago, 175
W. Jackson Blvd., Suite 2200, Chicago, lll.
60604; 312427-2520.

JUIS 17. Administering the Family and

Me€Leal Leave Act counse in Springfield,

Ill., sponsored by the lllinois Chamber of
Commerce-Center for Business Manage-
ment; $125 for members, $165 for non-
members; Center for Business Manage-
ment, The lllinois Chamber, Department

77-3172, Chicago, lll. 60678-3172; 800-
621-4220.

JULY 20-23. National Symposium on
Workers' Compensation in New
Bnmswick, N.T., sponsored by the Center
for Management Development of Rutgers
University; $595. Center for Management
Development, Rutgers, P.O. Box 5062,
New Brunswick, N.J. 08903-5062; 908-

445-5639.

JULY 21-23. Latin American Insurance:
Market Development & Growth Strate-
gies for P/C, Life & Reinsurance Markets
conference and workshop in Miami,
sponsored by the World Research Group;
$1,695 for the conference and workshop,
$1,295 for the conference only. World Re-
search Group, 1120 Ave. of the Americas,
Seventh Floor, New York, N.Y. 10036;
800-647-7600 or 212-869-7231.

JULY 21-23. Selling Physical Therapy
and Occupational Rehabilitation Services
in the Workers' Compensation Market
seminar in Chicago, sponsored by Work
Injury Management News & Digest and
Advantage Health Systems Inc. $695.
Work Injury Management, 8704 Bour-

gade, Lenexa, Kan. 66219-1400; 888-621-
2382.

JULY 22-24. The 17th Annual National
Workers' Compensation and Occupation-
al Medicine Seminar m Cape Cod, Mass.,
sponsored by S.EAK. Inc.,$525. Steve
Babitsky, S.E.A.K. Inc., P.O. Box 729,
Falmouth, Mass. 02541; 508-540-8304.

JULY 24-25. Policies & Controls to En-

sure Effective Risk Management confer-

Caution can either paralyze or protect.

Nicolaus Copernicus knew this over 400 years ago. He /

put everything at risk by aggressively

promoting his radical ideas about

*«< the solar system at a time of

. strict orthodoxy. But it ,

paid off. His thinking, along with the right

strategy and maneuvering had

changed our vi

heavens and

his place in society. A
truly amazing accom-
plishment.

We apply the

14 7/7.S
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same approach to reinsurance D.W. Van Dyke

plans for risk. We don't hide from it. Our programs,

whether new or adapted from existing plans, enable . ;

our clients to shoot for the stars while keeping

of the

preLéérved
Af. 9<b >, a 'l/"™'-
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ence in New York, sponsored by the
International Business Communications
Group PLC; $1,295. IBC USA Con-
ferences Inc,225 Turnpike Road, South-

borough, Mass. 01772-1749; 508-481-
6400.

JULY 27-30. Professional Insurance Mar-
keting Assn. 1997 summer conference in
Napa Valley, Calif., sponsored by PIMA;
$675 for member and family, $825 for
prospective member and family. PIMA,
4733 Bethesda Ave., Suite 300, Bethesda,
Md. 20814-5228; 301-951-1260.

JULY 28-30. The 3rd Annual Catastrophe
Protection Summit in New York, spon-
sored by Insurance Advisory Council: A
division of International Quality & Pro-
ductivity Center; $1,295. International
Quality & Productivity Center, 150 Clove
Road, P.O. Box 401, Little Falls, N.J.
07424-0401; 800-882-8684.

JULY 28-31. Essentials of Public Sector
Benefits Management seminar in Brook-
field, Wis., sponsored by International
Foundation of Employee Benefit Plans;
$1,100 for membens, $1,300 for non-mem-
bers. Registrations Department, IFEBP,
P.O. Box 69, Brookfield, Wis. 53008-0069;
888-334-3327 or 414-786-6710, ext. 8257.

JULY 29-30. Quantifying Savings in In-
tegrating Disability Management in
Workers' Compensation & Group Health
conference in Chicago, sponsored by Na-
tional Managed Workers' Compensation
Institute; $1,295. Conference Administra-
tor, Global Business Research Ltd., 151
W. 19th St., 8th Floor, New York, N.Y.
10011; 212-645-4226.

JULY 31-AUG. 1. Integrating Risk Man-
agement & Workplace Safety conference
in Boston, Mass, sponsored by Executive
Risk Institute/Institute for International

’ o 11HM1
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Research; $895. IIR, 708 Third Ave., 4th

Floor, New York, N.Y. 10017-4103; 800-
999-3123.

AUGUST

AUG. 3-6,7-9. Ergonomic Analysis of the
Workplace workshop in Las Vegas, spon-
sored by Work Injury Management News
& Digest and Advantage Health Systems
Inc.; Before July 3: $695 for section one,
Aug. 3-6; $395 for section two, Aug. 7-9;
$995 for both sections. After July 3: $795
for section one, $495 for section two,
$1,095 for both sections. Prerequisite re-
quired for section two. Work Injury Man-
agement, 8704 Bourgade, Lenexa, Kan.
66219-1400; 888-621-2382.

AUG. 5. Property & Casualty Licensing
six-day COUle in Danielson, Conn., spon-
sored by the Independent Insurance
Agents of Connecticut; $400 for mem-
bers/associate members; $725 for non-
members. Also Aug. 12, 19 and 26 and
Sept. 2 and 9. IIAC, 30 Jordan Lane,
Wethersfield, Conn. 06109; 800-842-2208.

AUG. 6. Life & Health Licensing five-day
couae in Wethersfield, Conn., sponsored
by the Independent Insurance Agents of
Connecticut; $350 for members/associate
members; $450 for non-members. Also
Aug. 13, 20 and 27 and Sept. 3. IIAC, 30

Jordan Lane, Wethersfield, Conn. 06109;
800-842-2208.

AUG. 7-8. Alternative Risk Financing
Market: Innovative Sales & Marketing
Strategies to Remain Competitive confer-
ence and workshop in Chicago, sponsored
by IBC USA Conferences Inc.; $1,295 for
the conference only, $695 for the work-
shop only, $1,695 for both events. IBC
USA Conferences Inc., 225 Turnpike

Road, Southborough, Mass. 01772-1749;
508481-6400.

AUG. 7. An Introduction to Daily Valua-
tion and Recordkeeping seminar in
Columbus, Ohio, sponsored by Corbel;
$305. Also Aug. 12 in Los Angeles. Cor-
bel, P.O. Box 47720, Jacksonville, Fla.
32247; 800-326-7235, ext. 1139.

AUG. 7. The Pension Seminars Series:
ERISA Update in Honolulu, sponsored by
Accountant's Education Services,$200.
Also Oct. 20 in Tampa, Fla., Nov. 6 in
Washington, Nov. 20 in Minneapolis, Dec.
8 in Denver. AES, 1900 Olive St. #F-102,
Denver, Colo. 80220; 800-426-8802.

AUG. 8. The Pension Seminars Series:
401(k) Seminar in Honolulu, sponsored
by Accountant's Education Services;
$200. Also Sept. 26 in Chicago, Oct. 21 in
Tampa, Fla., Nov. 7 in Washington, Nov.
21 in Minneapolis, Dec. 9in Denver. AES,
1900 Olive St. #F-102, Denver, Colo.
80220; 800426-8802.

AUG. 10-13. American Risk & Insurance
Assn. annual meeting in San Diego.,
sponsored by the ARIA; Before Aug. 1:
$145 for members, $180 for non-mem-
bers, $72 50 for students or retirees; after
Aug. 1: $170 for members, $205 for non-
members, $102.50 for students or retirees.
ARIA, c/o Chase Communications, P.O.

Box 9001, Mount Vernon, N.Y. 10552;
800-951-2020 or 914-699-2020.

The Datebook is compiled hom no-
tices sent to Business Insurance. Notices
should be sent at least eight weeks in ad-
vance to Datebook, Business Insurance,
740 N. Rush St., Chicago, m. 60611-
2590. Please include the cost, if any, to
attend the meeting and information on
registration for interested readers. Busi-
ness Insurance reserues the right to se-
tect meetings of most interest to its read-
ers and cannot guarantee that notices

will be printed.

their feet anchored safely on the ground.

As brokers we offer a variety of covers. We're not

trapped in one orbit, so our clients find it easier to break

free from earthly constraints-all the while, minimizing

their exposure in inhospitable environments.

We understand risk is a powerful force of the

1 universe-that caution is its natural counter. But

like Copernicus, we also know that the stars

are only within reach if

— — -

we're not held down

*. by the forces of fear. 1</ 4.

Find out how

D.W. Van Dyke can help you strike a

balance between caution and opportunity.

Call (203) 855-0499.

D.W. VAN DYKE

ANDCONMPANY

op CONNECTICUT
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Brokers applaud license clearinghouse bill

House committee's action draws RIMS endorsement, NAIC opposition

By MARK A. HOFMANN

WASHINGTON-A legislative
proposal to create a national
clearinghouse for insurance bro-
ker licensing could make brokers
more efficient in serving their
clients.

According to proponents of the
idea, it would enhance competi-
tion by making it easier for agents
and brokers to operate on an inter-
state basis, cut overhead expenses
by reducing the amount of time
and effort that must be devoted to
meeting hundreds of often du-
plicative state licensing require-
ments, and make products more
readily available in more states.

Creation of the clearinghouse,
which would be run by a new Na-
tional Assn. of Registered Agents
& Brokers, is called for in the Fi-
nancial Services Competitiveness
Act, H.R. 10.

The proposal already is receiv-
ing a favorable response from the
Risk & Insurance Management So-
ciety Inc. in New York.

"To the extent that it would
make the marketplace more effi-
cient, we would be all fOUI' it," said
Paul Brown, RIMS' director of
government affairs in Washington.
Mr. Brown noted that RIMS had
supported a similar though not
identical proposal offered as part
of federal solvency legislation a
few years ago by Rep. John Din-
gell, D-Mich.

"Froma buyer's angle, the issue
is efficiency in the marketplace.
Anything that creates greater uni-
formity in licensing should pro-
duce cost savings," said Barbara
Haugen, senior vp and director of
federal affairs for the National
Assn. of Insurance Brokers in
Washington, which supports the
NARAB proposal.

"When you're trying to do busi-
Nness for a client with interstate
business, it's very inconvenient not
being able to move smoothly
across those borders," she said.

"The primary reason is probably
to open competition in the majori-
ty of states, where it becomes bur-
densome to become licensed," said
Andrew Cassidy, executive vp of
Early, Cassidy & Schilling Inc., a
Bethesda, Md.-based brokerage.
Mr. Cassidy also is chairman of the
Washington-based Council of In-
surance Agents & Brokers' Leg-
islatjve Committee.

"By easing a broker's ability to
do business within a state, it al-
lows those brokers to bring those
products that they sell into that
state,” said Mr. Cassidy.

Under H.R. 10, membership in
NARAB would be open to all
state-licensed agents and brokers
that meet the new voluntary orga-
nization's membership criteria.
Criteria, such as completion of
continuing education, would be
based on the highest standards
currently in the marketplace.
NARAB would be overseen by a
board of directors, the majority of
which would be state insurance
regulators.

NARAB would not issue a feder-
al insurance license but would
streamline the licensing process by
devising uniform licensing re-
quirements. It would allow agents
and brokers to obtain the licenses
for each of the states in which they
want to do business from one

States would continue to receive
licensing fees, which NARAB
would collect. In turn, NARAB
members would be exempt from
state residency requirements, du-

plicative continuing education re-
quirements and state countersig-
nature laws. States also would be
expressly forbidden from impos-
ing any requirements on NARAB
members that would run counter
to NARAB criteria.

H.R. 10 won the approval of the
House Banking Committee late
last month. It also must be ap-
proved by the House Commerce
Committee before going on to the
full House.

It does, however, face significant
opposition from the National
Assn. of Insurance Commissioners.
In a June 17 letter to Banking
Committee Chairman Jim Leach,
R-lowa, on behalf of the NAIC,
Kentucky Insurance Commission-

er George Nichols Ill said the pro-
posal "would essentially create a
federal license.”

Mr. Nichols, who chairs an
NAIC committee on banks and in-
surance, also said the proposal is
"entirely inconsistent” with the
McCarran-Ferguson Act, which
gives states the right to regulate
the business of insurance.

Not surprisingly, the Council of
Insurance Agents & Brokers dis-
agrees.

"Itt is not a federal license; it is a
clearinghouse for multistate li-
censes," said Joel Wood, vp-gov-
ernment affairs for the Council,
which has been the most vocal
proponent of NARAB. Mr. Wood
pointed out that potential mem-

bers still would have to obtain

state licenses before joining
NARAB. He also pointed out that
NARAB's board would be domi-
nated by insurance regulators
nominated by the NAIC. States
also would still get their fees and

retain the right to discipline pro-
ducers.

"If a state ever wants to disci-
pline you, you are still subject to
consumer protection
statutes,"” said Mr. Wood. "We're
trying to make it fit with state in-
surance regulation.”

Mr. Wood added that the pro-
posal would assure that NARAB
members meet the highest possible
professional standards.

"The statute requires, while it

genuine

does not spell out any of the spe-
cific standards, that the profes-
sional standards are to be higher
than that of any state,” he said.
From a buyer's standpoint, that
would be important, said Mr.

Wood. "There is an inherent Good
Housekeeping Seal of Approval in
this."

Mr. Wood also stressed the po-
tential savings. "Every brokerage
firm has full-time staff people
dealing with the hassle of state in-
surance filings." That creates un-
necessary costs for consumers, and
NARAB would cut down on "the
needless hoops and paperwork
that are so counterproductive.”

Mr. Wood also pointed out that
even if it won congressional ap-
proval, NARAB would not come
into being if the majority of states
adopt uniform licensing standards
within three years of the effective
date of any legislation that creates
NARAB. El]
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Free medical help available to traveling workers

WARREN, N.J.-Free medical
assistance while traveling is now
available to foreign workers en-
rolled in the Chubb Corp.'s volun-
tary workers compensation pro-
gram.

U.S. citizens and foreign na-
tionals employed by U.S. compa-
nies can get 24-hour travel help
through Medex Assistance Corp.,
a travel assistance company,
whose toll-free number is listed
on the back of cards provided by
Chibb. Operators can help in sev-
eral languages.

The service, an addition to
Chubb's comprehensive foreign
voluntary workers compensation
product, can help set up hospital
admissions; coordinate payment
to providers; get blood, vaccines
and medications; and transport
relatives to a sick or injured em-

Ccorrmpare our

Okay, let's be

honest. Monet and
Rembrandt have
nothing on us. As
the leading medical

liability insurer in

the nation, we
carefully craft our
insurance programs,

customizing them to

meet the individual

requirements of

Producfs

ployee

Medex also provides non-emer-
gency assistance, such as replace-
ment of travel documents and re-
ferrals to a lawyer abroad.

For information, contact Joseph
Ptaszynski, assistant vp of Chubb
& Son Inc., 908-903-3499.

Living will program

WESTFIELD, N.J.-A program
that gives hospitals immediate
electronic access to patients' liv-
ing wills is available from U.S.
Living Will Registry.

The service, which can be of-
fet'ed by health insurers and man-
aged care networks as a benefit,

1441
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/ t would be absurd for us

& Services

permits members to file living
wills indicating when and how
they want to forgo life-sustaining
treatment.

To use the service, the hospital
calls a central toll-free number,
enters a hospital identification
code, an access code and the pa-
tient's Social Security number. A
living will document is faxed au-
tomatically to the hospital.

The service is intended, among
other things, to deliver the pa-
tient's wishes to the hospital
speedily and efficiently and to
save the hospital and managed
care network the expense of ex-
traordinary medical measures the
patient does not want.

Jir.> 1

6,&

iNnNsurance

Clients confirm once a year that
their living will is correct and may
change the original document,
which is stored by computer scan-
ner at the registry's offices.

For more information, contact

Dr. Joseph Barmakian, president,
888-LIV-WILL.

Vision plan offered

NEVV YORK-A vision care
group insurance plan with flexi-
ble benefits and an extensive net-
work of providers is now being of-
fered by The Guardian Life Insur-
ance Co. of America.

The plan is available to compa-
nies with at least 10 eligible work-
ers and can cost as little as $1 per
month per employee, the company
said.

A preferred provider network,

programs to the work of Monet

They're clearly more reminiscent of Rembrandt.

large organizations

with specialized

risk-transfer needs.
Far be it from us to

call our programs

works of art.

But we can only
imagine what
Rembrandt could
have created if

the'd gone into the

insurance business.
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the program is managed by Vision
Service Plan, the nation's largest
eye care plan, and offers about
22,000 provider locations. Cover-
age includes eye exams with vary-
ing copayments and generally in-
cludes lenses, frames and contact
lenses.

For information, contact
Guardian agents, independent
brokers, or Guardian at 800-662-

1006.

401 (k) disability plan

DANBURY, Conn.-A 401(k)
plan disability completion prod-
uct is now available from Corpo-
rate Compensation Plans Inc.

The plan continues payments
into a disabled employee's 401 (k)

account when an event threatens

to cause the loss of retirement in-

come. Loss of 401(k) plan income
is not covered by basic group
long-term disability plans.

The completion coverage re-
places the amount of money the
employee would have put into the
plan, as well as the employer
match, if the employee is incapac-
itated.

Premiums may be paid by the
employer as increased contribu-
tions to the plan, by the employees
from their 401 (k) plan accounts,
or a combination of these.

For information, contact Steven

S. Zeiger, director of marketing,
213-792-7300.

Non-profit coverage

BOCA RATON, Fla.-A pro-
gram to supply one-stop compre-
hensive insurance coverage to
non-profit agencies has been in-
troduced by Target Insurance Ser-
vices.

Underwritten by Wausau Insur-
ance Cos., the new ServusCare
line of products allows non-profit
customers to buy all their insur-
ance from the same source. Tar-
get, a subsidiary of Target Capital
Management LLC. of Boca Ra-
ton, Fla., specializes in coverage
for non-profits.

Among available products are
incidental medical malpractice,
directors and officers liability,
and workers compensation.

For information contact Janice
Collins, assistant vp, 888-696-
2600, ext. 229.

Railroad package

HARTFORD, Conn.-An insur-
ance package for manufacturers,
contractors and wholesalers that
do business with the railroad in-
dustry is available from The Hart-
ford Group through Poe & Brown
Inc. of Tampa, Fla.

The Railroad Protector Plan of-
fers a range of coverage-workers
compensation, general liability,
umbrella, automobile, property,
marine, crime and bond-in the
admitted market.

The program is intended to sup-
ply difficult-to-find coverage
from a single insurer and was in-

troduced as a result of the federal

Stagger Rail Act, which increased
the number of new railroad com-
panies and opened the market to
innovative insurance products.

Liability coverages include
completed operations, railroad
protective, design errors and
omissions, product withdrawal
expenses operations, limited pol-
lution, and aggregate coverage.
Umbrella coverage is available up
to $25 million.

For information, contact Tom
Williams, vp and program manag-
er, at Poe & Brown, 800-2282-
0593. El]



Global Briefs

The Copenhagen Reinsurance Co. Ltd.
of Denmark is restructuring its interna-
tional operations, converting its sub-
sidiaries in the United Kingdom and Sin-
gapore into branch offices Copenhagen Re
already has a branch office in Australla, as
well as a representative office m Chile
Led Connth-Hansen, group managing di-
rector, said the changes wlll show Copen-
hagen Re is "moving with the times " Con-
verting the subsidianes to branch offices
w11 enable them to beneht from the par-

ent company's fmancial secunty, though Kazakh Parliament last month, employers between employee and

the proposed changes are subiect to the
approval of local Insurance regulators

The Imperial Fire & Marine Reinsur- dividual, privately managed pension funds cost would be paid by the

ance Co. Ltd. and Skandia International
Insurance Corp. have been elected to
membership m the Institute of London
Underwriters The ILU decided that a
Standard & Poor's rating of BBB or above,
or the equivalent from another ratmg
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INTERNATIONAL

Legislation paves way
for Kazakh pension reforms

By MARIA KIELMAS the cost would be paid by the employer The legislation has provoked much oppo-
Employers here negotiate net take home sition and public protest during the past

ALMATY, Kazakhstan-Pension reform pay, so they would have to pay a higher year, and Kazakh President Nursultan
legislation approved recently m the Repub- gross salary,” said Jonathan Muir, senior Nazarbayev has not yet signed the bill If
lic of Kazakhstan would clear the way for tax consultant at Ernst & Young in Almaty, signed, the bill would take effect in 1998
privately funded pension plans and help re- Reform is necessary, however, because
duce the massive debt of the nation's social the Kazakh pension system is in arrears by
nearly $500 million, observers say

"In many former centrally planned
economies in Central Asia, Mongolia and
Indochina, social benefits inherited from
prerious governments cannot be met with
current resources," says Peter Sullivan, vp
employer,' says Jonathan Muir. at the Asia Development Bank, which is
based in Manila, Philippines

The ADB is planning to grant Kaza-
khstan a $100 million credit to implement
pension reform, though details have yet to
Other provisions of the reform bill call for be worked out The offer of this loan was

Se°“rity system 'Even if the allocation is split
nder a government bill passed by the

would have to contribute portions of work-
ers' salaries to the state fund as well as in-

employer, the result is that the
But, much of the reform remains unclear,
including whether workers would have to
begin contributing to the pension funds and
how much employers' costs would rise
Kazakhstan's current pension system re- Kazakhstan
quires employers to contribute 25% of a

agency, wLI be a requirement of ILU worker's wages into the state social securi- reducing benefits guaranteed under the for- mace during a May visit to Kazakhstan by

membership ILU also announced other
changes m membership requirements The
organization w111 not require parental
guarantees for new apphcants, and
parental guarantees willl not be required
for current members on any business writ-
ten from the begmning of this month
Skandia International has been down-
graded in its claims-paying ability by S&P
to BBB+ from A-, primanly because of its
"relatively modest position" within the m-
ternational reinsurance sector But S&P
upped the claims-paymg ability rating of
Skan<ila Insurance Co Ltd to A from A-
S&P said its decision was based on "the
continued enhancement” of Skandia's
busmess position and its improved capital-
ization and debt leverage Lloyd's of
London has appomted Chnstopher Turner
as its general representative for Belgium
Mr Turner, who is head of development
and operations for Europe and Central
and South Amenca at Lloyd's, takes over
from Peter Lane, managing director of the
Lloyd's North America business unit
based m New York Lloyd's has set up a
sixth business unit to handle its aviation
adjusting services Lloyd's Aviation, which
provides adjusting and related services to
insurers worldwide, wall be chaired by avi-
at;ion underwnter Terry Pitron Chica-
go-based broker Aon Corp. has restruc-
tured its London operations mto Aon Risk
Services Ltd, incorporating U K insur-
ance brokenng and nsk management op-
erations, and Aon Group Ltd, encompass-
Ing reinsurance and specialty business Its
most recent purchase, Minet Ltd, is still to
be assimilated Into the Aon structure
London-based loss adiuster Ellis &
Buckle Holdings Ltd. has bought 20% of
the shareholdmg of Athens-based adjuster
Panas & Co Ltd and added it to Ellis &
Buckle's global network Panas & Co cov-
ers business m Greece, Turkey and Cyprus
U K insurer Royal & Sun Alliance In-
surance Group P.L.C. has bought AMEV
General Insurance Co Ltd, the Irish non-
hfe subsidiary of Belgian financial services
company Fortis Group, for about £12 mil-
hon ($19 9 milhon) The purchase is sub-
lect to regulatory approval New York-
based insurer Rehance Group Holdmgs
Inc is looking to increase its activity in
China following the signing of a letter of
mtent between itself and property/casual-
ty msurer Huatai Property Insurance Co.
of Beijing In return for helping Huatai
with training and developmg new prod-
ucts, Rehance anticipates it wl]1 remsure a
"substantial proportion"” of those prod-
ucts Sun Life Provincial Holdings, a di-
vision of Paris-based Umon des Assur-
ances de Paris until its merger with AXA
S A, is to acquire U K -based AXA Insur-
ance, the AXA subsidiary, for £70 milhon
($116 million) in the form of 22 8 milhon
Sun Life ordinary shares, AXA-UAP an-
nounced The acquisition is part of a strat-
egy to bnng together the U K holdmgs of
both AXA and UAP after their merger this

year

ty system Employees currently do not mer Soviet system, which kept the cost of Mr Sullivan and his team In common with
make any pension contribution living low, and extending the retirement other muiltilateral institutions such as the

"Even if the allocation is split between age to 60 Most Kazakh workers retire in World Bank ana Interamerican Develop-
employee and employer, the result iS that their 50s See Pensions on nert page

Electronic insurance network

launched amid promise of savings

By SARAH GODDARD

week, the WIN chairmanship preferred electronic market- Richard Wales and David
transferred to Ron Forrest, vice place for commercial insur- Evans, joint CEOs of WIN, not-
LONDON-Cost reductions chairman of Aon Risk Services ance,” he predicted ed that WIN had developed a
and improved client service are Worldwide, the retail brokerage According to research by case study using various aca-
vital if the insurance industry unit of Aon WIN, the WINconnect electron- demic studies on the implemen-
wants to remain competitive, "Despite consolidation, repo- le mail -system launched last tation of electronic mail sys-
says the first chairman of the sitionlng and investment in new week could lead to huge sav- tems
World Insurance Network (information technology) and ings Courier costs could be re- The savings to an insurance
Speaking at last week's offi- re-engineering, our business duced by 70%, said Mr Ma- department of 517 employees in
cial launch of WIN, an electron- still remains uncompetitive" honey Outgoing fax costs could London that implemented WIN-
ie data exchange system for in- with other financial services en- fall by 50%, while incoming fax connect and "vigorously re-
surance transactions, Chairman tities, said Mr Mahoney "Tra- costs may go down 30% In ad- viewed its operations" could
Dennis Mahoney marveled that ditional brokers and insurers dition, long-distance telephone amount to 37%, according to
four of "the fiercest competi- are losing market share despite charges could be reduced by the case study That's a reduc-
tors"-the brokers that set up the fact the overall market iS one-quarter, outgoing mall tion of £500,000 ($829,350) on
the initiative-had cooperated growing " costs could fall 35% and incom- ItS annual couner, mail, fax and
WIN IS intended to help bro- ing mail costs go down 30%
prolect off the ground kers, insurers and reinsurers

for almost two years to get the phone charges currently run-
"This, of course, is just the ning at £1 3 million ($22 mil-

The WIN initiative 15 vital to comminicate and conduct first step,” said Mr Mahoney lion) In addition, other savings
the insurance industry, said Mr transactions electronically "WINconnect is just the start- would come from using less pa-
By developing WIN, the com- ing point and will egolve per, reduced costs of filing doc-
chairman and chief executive mercial insurance industry will through continuous improve- uments, purchasing less office
officer of Aon Group Ltd , Aon become competitive again with ment and can deliver massive equipment and the "efficiency
Corp 's London-based reinsur- other financial services con- efficiency and productivity ben- gains of re-engineering process-
ance and specialty unit Last cerns because WIN will be "the efits " es

Mahoney, who also is deputy

ICI| Australia to appeal judgment
N pesticide=tainted cattle suit

By YVETTE HIGGINS
and KATE TILLEY

negligent for failing in its "duty of care" sight, were not negligent
toward more than 480 New South Wales The farmers' claims against the compa-
and Queensland farmers who fed pesti- ny were first aired in 1995 trial
MELBOURNE, Australia-Chemical cide-contaminated cotton trash to their The active agent in Helix IS chlorflu-
manufacturer ICI Australia Operations cattle from 1989 to 1994, when droughts azuron When cattle destined for slaugh-
Pty Ltd plans to appeal a court's findtng brought feed shortages
of negligence in one of Australia's first

class-action product liability suits

ter and the export markets ate the cotton

The pesticide was contained m an ICI- trash, they became tainted with the
manufactured product, Helix chemical That led to canceled export or-
Judge Wilcox's decision came after a ders from the United States and Japan
cessful, could prompt attorneys to inttl- 19-day hearing in March and April He Farmers' properties were quarantined,
ate other class actions against Australian will reconvene the case Aug 4 to hear and they were unable to sell cattle for
companies It also will force companies to cross claims by the farmers and ICI slaughter and export The United States
pay more attention to risk management, against other parties, including cotton banned Australian beef shipments in
an attorney says gins, cooperatives and transport compa- November 1994, when the Helix contam-

Attorneys for the plaintiffs say the mes Oct 16,
Federal Court's ruling, which Involved

Observers warn that the case, if sic-

ina:ion was discovered (Bl,
An additional hearing is scheduled for 1995)

cattle tainted with an ICI pesticide, could Nov 6, when Judge Wilcox will consider INn his 246-page judgment, Judge
cost the Melbourne, Australia-based the amount of damages to be paid by par- Wilcox said ICI had breached its duty as
company at least $125 million Australlan ties found liable
($94 million) in compensation, depending

the manufacturer, distributor and mar-
The New South Wales and Queensland keter of Helix in New South Wales and
on the size of the class, with some esti- state governments were ioint defendants Queensland He said ICI, in its haste for
mates up to $250 million Australian in the action because of their roles in reg- prohts, had "cut research corners and in-
($188 million) istering chemicals like Helix, but Mr excusably suppressed Information that

In Sydney late last month, Federal Wilcox ruled that they, and a federal might have alerted the dozing public

Court Judge Murray Wilcox found ICI agency responsible for chemical over- See ICI| on page 57
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Pensions

Continued from previous page
ment Bank, the ADB is moving
away from its previous policy of
lending money to developing coun-
tries for capital-intensive infras-
tructure projects and concentrating
more on social welfare, environmen-
tal matters and helping to reform
capital markets.

"Our program focus is to meet
some of the costs of an economic
transition,” Mr. Sullivan says. "We
are in the early stages of discussing
work with governments."”

At present, Kazakh employers pay
25% of an employee's salary into the
state pension fund. The pension law
inherited from communist times,
and that is still in force officially,
stipulates that workers receive an-
nually 25% of their final wages
upon retirement. Pension benefits in
the mining sector are more gener-
ous. Miners with at least 10 years'
experience working underground
may retire at age 50 and receive a
pension up to 75% of their final
wage.

Kazakh Prime 1Vlinister Akezhan
Kazhegeldin has said the pension
fund legislation would enable the
state to pay off its pension debt
within six months.

Says Michael Roberts, managing
partner at KPMG Peat Marwick in
Almaty: "The (state's) pension ar-
rears go back at least two years. | re-
ally don't know how some people
manage to live. They must rely on
the family network."

Workers were angry at the pro-
posal to raise the retirement age.
"The average life span here is 61
years. People just don't live that
long," said Mr. Muir.

Protests over the reform began
last August when the Kazakh prose-
cutor general's office reported that
retirees and the disabled had not
been receiving social security bene-
fits owed to them.

In 1992, President Nazarbayev in-
creased pension benefits, but in Au-
gust 1996, the Ministry of Social
Maintenance ran short of money to
pay the pensioners and cut the aver-

WIN

Continued from previous page
Messrs. Wales and Evans foresee a

future where WIN will "become
the industry

where WIN will reach its pinnacle
as a true value-added network."”

standard. . .and

This will come about because WIN

'WINconnect..is just the
starting point and will

evolve through continuous
improvement...,' Dennis

Mahoney says.

is not a proprietary network, and
it inks seamlessly with other sys-
tems. Also, it will evolve alongside
Internet and intranet technology,
they said. WIN is "the backbone
on which software runs"-wWIN is
not the software itself, they ex-
plained.

"To harness electronic com-
merce to enable global opportuni-
ties, reduce frictional costs, to be-
come more efficient and encour-
age flexible ways of working
...that's where the future is," said
the incoming chairman, Mr. For-
rest.

The world's four largest bro-
kers-J&H Marsh & McLennan

Inc.,Aon Group, Sedgwick Group
P.L.C. and W/illis Corroon P.L.C.-

age 700 tenge ($10) monthly pension
by half. At that time, the govern-
ment's estimate of pensions owed to
retirees and invalids was only 7 bil-
lion tenge, or $100 million.

The current pension debt is $450
million to $500 million, estimates
Michael de Bruijn, deputy general
manager of ABN-AMRO Bank
Kazakhstan, a unit of the Nether-
lands-based ABM-AMRO Bank.

Mr. de Bruijn says the average
salary for most workers in Kaza-
khstan is about $50 per month.

1 really don't know
how some people

manage to live,' says
Michael Roberts of
KPMG Peat Marwick.

However, average salaries are $100
per month for government employ-
ees and about $600 per month for
employees of foreign companies in-
vesting in oil, mining and infras-
tructure projects in the country.

Kazakhstan lacks a capital mar-
ket system, and Mr. de Bruijn said
the government must draft regula-
tions on how the new pension funds
would be invested. "The only instru-
ment here is local Treasuiy bills," he
added.

According to ABN-AMRO Bank,
Kazakhstan has the highest gross
domestic product among the former
Soviet republics in Central Asia. The
Kazakh GDP is about $19 billion.
There is a foreign debt of $4 billion
and a current budget deficit of 3.5%
of GDP. In April, Deputy Finance
Minister Zhanat Yertlsova suggest-
ed that the government might allow
the budget deficit to rise in an at-
tempt to pay off the pension debt.

The Kazakh private sector ac-
counts for only about 26% of total
employment, making some foreign
executives worry how successful the
new pension plans might be. "Most
of the private companies are those
taken over by foreign firms," says
Mr. de Bruijn. le’

have developed the network.
Johnson & Higgins and Alexander
& Alexander Services Inc. were
involved before they were ac-
quired by Marsh & MeLennan and
Aon, respectively.

Together, the brokerages place
more than $100 billion in gross
premium, said Mr. Forrest, and
they all have committed to using
WIN as their preferred method of
doing business. "We haven't done
this because we're shareholders
but because we know it is the only
way forward," said Mr. Forrest.

Commercial Union Insurance
Co. P.L.C., Royal & Sun Alliance
Insurance Group P.L.C. and
Lloyd's underwriting agency
Brockbank Syndicate Manage-
ment Ltd. have been involved with
WIN during the testing phase.

The next move in WIN's evolu-
tion is-the development of WIN-
voice, a voice transmission service
to operate alongside the data
transmission of WINconnect. WIN
also will develop online informa-
tion services and encourage soft-
ware companies to develop prod-
ucts for the network.

"The future of WIN is to create
and maintain the network infras-
tructure for global electronic com-
merce in the insurance industry
and guide that network forward
into the future, with a range of
value-added services," said Mr.
Wales. "We will enable our indus-
try to keep up to date and take ad-
vantage of the opportunities of-
fered by evolving technology." m
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Continued from page 55
watchdog. As a result. . .many peo-
ple suffered losses."

Judge Wilcox also characterized
ICI's failure to research the effects of
Helix on livestock was a case of
"willful blindness."”

Judge Wilcox has not yet deter-
mined whether ICI also will be re-
sponsible for paying the farmers' le-
gal costs, nor did he set damages,
saying that had not yet been investi-
gated.

"Each individual claimant is enti-
tled to recover damages against ICI
in respect of any losses. . .he or she
may have sustained by reason of its
negligence," the judge said.

Judge Wilcox added that the
claimants are not entitled to "exem-
plary" damages because there "must
be something more than mere negli-
gence, however gross."

He found that while ICI was neg-
ligent, thoughtless and lacked pro-
fessionalism, there was "no deliber-
ate action. . .to disregard anyone's
rights."”

The farmers also took action
against a federal government body,
the Technical Committee on Agri-
cultural Chemicals, which was re-
sponsible for approving use of the
chemical. Judge Wilcox found that
while the TCAC "did not assemble
the data it needed to make an in-
formed decision" before approving
the pesticide, it was not negligent
because it owed no duty of care to
the cattle farmers. The state agen-
cies named in the suit relied on the
TCAC's recommendation, according
to court papers.

Judge Wilcox also said a further
claim against ICI alleging violations
of the federal Trade Practices Act,
which prohibits misleading and de-
ceptive conduct, would be deter-
mined at a future hearing.

He dismissed the Trade Practices
Act action from the plaintiffs to
whom he found ICI had been negli-
gent: farmers whose cattle were con-
taminated, farmers who bought con-
taminated cattle, meat processors
and exporters who owned meat
found to be contaminated, and feed
lot operators who retained contami-
nated cattle until they were safe for
slaughter and export.

But Judge Wilcox said that other
plaintiffs, whom he found were not
owed a duty of care, may have a case
under the Trade Practices Act.

These plaintiffs include farmers
whose cattle were not contaminated
but who were not able to export
meat because of the ban, transport
companies, cotton trash pellet sup-
pliers, and slaughterhouse operators

and exporters.

The maximum fine that can be
imposed on a corporation for a
breach of the relevant section of the
Trade Practices Act is $10 million
Australian ($7.5 million).

Mike Feehan, ICl's corporate af-
fairs manager, said ICI is appealing
the judgment because the company,
a unit of Imperial Chemical Indus-
tries P.L.C. in the United Kingdom,
believes the "legal responsibility for
the unfortunate chain of events that
led to the losses does not lie with

ci.”

ICI's Mr. Feehan said the compa-
ny believed it complied with indus-
try standards and with regulatory
authorities' requirements when it
sought Helix registration for use on
cotton crops.

However, ICI conceded in court
that it did not take into considera-
tion the practice of feeding cotton
trash to cattle, he said.

ICI maintained, however, that was
only because it was not aware of the
practice. Before the extreme
drought conditions of the early
1990s, the practice was not
widespread, and the industry had no
basis for foreseeing it, Mr. Feehan

said.

But he added ICI was serious

about its corporate and environ-
mental responsibilities and had vol-
untarily withdrawn Helix from the
market.

An ICI P.L.C. prospectus for the
sale of its 62.4% stake in ICI Aus-
tralia notes that global coverage for
public liability and product liability
is $740 million for the 1996-1997
year for claims made in that year.

Under the sale agreement, the
global insurance arrangements will
indemnify ICI Australia until June
30, 1998. Under the policy in force
for the year ended June 30, 1995, the
year in which the Helix claims were
made, the coverage limit is $625 mil-
lion, with a deductible of $10,000
per claim or related claims.

David Lyons, ICl's insurance risk
manager, said ICl's London-based
captive, Ichem Insurance Co. Ltd.,
and its global reinsurance program
would cover any liabilities.

Mr. Lyons said ICI "manages its
own insurance," and he would not
comment on the company's de-
ductibles, policies or sums insured.
But he said ICI would be indemni-
fied "for whatever amount neces-
Sail."

According to Peter Thomas, a con-
sultant with law firm Peter Long &
Co. in Gunnedah, New South Wales,
who represents the farmers, the case
could cost ICI more than $125 mil-
lion Australian ($94 million) be-
cause more farmers who are eligible
to join the class are now coming for-

General Liability Programs for
Outdoor Specialty Risks

The Outdoorsman Agency is private hunting dubs.... and

a leader in managing specialty many more.

insurance programs for
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big game hunting out#tters,
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sporting lodges, canoeing mid

backpacking guides, wingshooting

Independent agents seeking

stable, admitted markets for

outdoorprofessionals are

invited to call or write for

information.

Contact Steve Murray or

Andrew Woodham today to

- preserves and discuss the Outdoorsman

Sporting

advantage we can offer you

Clays, and your clients.

1 agenrm
PO Box 6988, Columbia, SC 29260

800-849-9288
Fax 803-799-6609
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ward with claims.

Mr. Thomas said about 2,500
farmers who did not participate in
the initial class action, and whose
cattle were not physically affected,
are likely to seek compensation from
IC| because the export ban also pre-
vented the farmers from marketing
nneat overseas.

Another attorney predicted the
judgment will encourage Australia's
plaintiff lawyers to mount more
class actions.

"Perhaps the key message from
this claim is that there is a growing
band of product liability lawyers
and clients who have greater re-
silience and -enacity than was previ-
ously thought," said Jocelyn Kellam,
a partner with Sydney-based law
firm Clayton Utz. "This does not au-
gur well for manufacturers which
fail to implement appropriate risk
management strategies and give ap-
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propriate product warnings," she
noted.

"Although plaintiffs lawyers are
often regarded as ambulance-
chasers, they obviously pose a threat
which manufacturers must take se-
riously. Class actions pose special
challenges. Their particular sting is
that the court orders are likely to be
publicized. No company wants
that,"” Ms. Kellam said.

The decision will give plaintiffs
lawyers confidence and enable them
to put more "runs on the board," she
said.

"No manufacturers can afford to
assume that their size, reputation
and resources will deter plaintiffs
lawyers from taking them to the
wire for products that fail to live up
to consumers' expectations of safe-
ty," Ms. Kellam added.

Mr. Thomas, the plaintiffs attor-
ney, said ICI offered an out-of-court

The guiding star...

of

excellence

settlement with farmers in Narrabri,
northern New South Wales, only
days before Judge Wilcox delivered
his ruling, but the proposal was
unanimously rejected as "unwork-
able and insufficient” because it un-
derestimated the farmers' financial
losses.

Mr. Thomas said that ICI's cross-
claims against other parties are un-
justified.

The cotton gins "are probably no
better informed about Helix-
sprayed cotton trash than the pro-
ducers," he said.

Mr. Thomas said the judgment
could set the stage for reforms in the
agricultural and veterinary indus-
tries.

"Obviously this is a landmark de-
cision, and the only representative
(class-action) proceeding with find-
ings on product liability issues,” he
said. Ell
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

PEOPLE OF THE STATE OF ILUNOIS, ex. rel.
MARK BOOZELL, DIRECTOR OF INSURANCE

OF THE STATE OF ILLINOIS,
HELP WANTED LEGAL NOTICE

HELP WANTED LEGAL NOTICE
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NO: 94 CH 11337
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contact The successful candidate will

MERIT CASUALTY COMPANY,

formerly known as MERIT INSURANCE
COMPANY, an lllinois Domestic Stock

NO. 97 CH 01974

Property and Casualty Insurance Company,

NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES
Defendant.

PLEASE TAKE NO-ICE, that on February 27, 1997, the Circuit
possess effective communication, analytical, Court of Cook County: lllinois entered an Agreed Order of Liquidation With a NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES
marketing and prob'em solv,ng sklIs Finding of Insolvency against Resure, Inc ("Resure") Mark Boozell, Director PLEASE TAKE NOTICE, thaton April 1,1997, the Circuit Court of
College degree and advanced Word/Exce] of Insurance of the State of lllinois, Is the statutory and court affirmed Liquid- Cook County, lllinois, entered an Agreed Order of quurdat on with a finding of
required Salary Is commensurate with ator of Resure ("Liquidatof’) Insolvency against MERIT CASUALTY COMPANY, formerly known as MERIT

MANAGER OF GROUP OPERATIONS experience We offer a comprehensive - INSURANCE COMPANY Mark Boozell, Director of Insurance of the State of
benefrs package including performance TAKE FURTHER NOTICE, that on March 27,1997, the Circuit lllinois, is the statutory and court affirmed Liquidator of Merit Casualty Comp-

Estailished provider of group benefits bonus and opportunrlg ?or career Court of Cook Count%/ Illinois, entered an Order Fixing Rights and Liabilities any
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agec care, HMO, PPO programs The suc- p p a and its policyholders, creditors and stockholders, and all other persons

cesslul candidate will have proven rate TAKE FURTHER NOTICE, that all persons and entities who have, Interested in the property or assets, are fixed as of Apnl 1,1997, unless other-
establishment capabilities, product devel- or may have, claims against Resure, its property or assets, or against a Resure mse hxed in prior or subsequent orders of the Court
opment expertise and a track record of insured or policyholder, shallhaie the right to present and file with the Liquid- TAKE FURTHER NOTICE, that all persons and entities who have,
procucing business growth Managerial ator proper proofs of claim on or before February 27,1998 at 4 30 p m or may have claims against Mem, Its property or assets, or against a Merit
skills are essential Our organization pro- (CDT) insured or policyholder, shall have the right to present and file with the Liquida-
vides superior benefits and a flexible work tor proper proofs of claim on or before April 1, 1998 at 430pm (C ST)
envi onment For consideration, send a TAKE FURTHER NOTICE, that any insured under an insurance
resume with salary expectations to
- iquidator a proper proof of claim setting -orth a contingent claim on or before pclrcy issued by Merit shall have the n rgh to present and file with the Lr(wrda-
Executive Director. SET-SEG tora proper proof of claim setting forti' a contingent claim on or before
415 West Kalamazoo Street 1998, at 430 pm (C ST) No contingent claim shall be allowed for purposes
Lansing, Ml 48933 of participating in any distribution of estate assets that may be made at the
Fax (517) 482 - 0800 fourth priority level, 215 ILCS 5/205 (1)(d), unless such claim has been liqui-
E-mall emetzler@setseg org dated and the Insured has presented and filed evidence of payment of such
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qcants should possess comprehensive please send Your resume to Cmp the Liquidator of Resure al 222 Merchandise Mart Plaza, Suite 1450, the Liquidator of Merit at the Office of the Special Deputy Receiver, 222

expetrse in all aspects of health care Stalling/HOLCPHol. USF&6 Insurance Chicago, llinois 60654 A proof of claim shall be deemed "filed” with the  Merchandise Mart Plaza, Suite 1450, Chicago, liinois 60654 A proof of claim

Liquidator upon the Liquidators receipt thereof The Liquidator reserves the shall be deemed "filed" with the Liquidator upon the Liquidator's receipt there-

program design, procurement and manage- 5801 Smith Ave,CO105, Ealtimon, S ) . o ; ) )
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Facultative
81]ecialist

In this role, viu will asmstin coord,nat-
ing the underwrittng and management
of facultative remsurance, and provide
reinsurance expertise and support to
home office and branch porsonnel

TAKE FURTHER NOTICE, that any insured under an insurance
Eollcy issued by Resure shall have the right to present and file with the

February 27,1998 at 430 pm G DT) No contingent claim shall be allowed
for purooses of participating In any distribution of estate assets that may be
made at the fourth priority level, 215 ILCS 5/205(11(di, unless such claim has

You should possess 5+ yeers of exper,- been liquidated and the insured claimant has presented and filed evidence of

ence m propertv/casualty multi-line
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DIRECTOR, FLORIDA DIVISION OF STATE
GROUP INSURANCE (SMS)
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to Recruitment Coordinator, Department of
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For a 1997 Classified Rate Peter G Gallanis

Card call: (312) 649-5340 Special Deputy Receiver
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Peter G Gallanis
Special Deputy Receiver
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Weighing costs, benefits of ergonomics

By JOANNE WOJCIK

CINCINNATI-The jury is still out
over the economic value of er-
gonomics.

Although preliminary results from
an Occupational Health & Safety Ad-
ministration study indicate that the
benefits of a federal ergonomics regu-
lation would greatly exceed the costs,
that may not be the case for all indus-
tries, some rearchers say.

For example, the costs of imple-
menting a federal ergonomics regula-
tion would create significant financial
hardship for the trucking industry,
according to Mark P. Berkman, vp of
San Francisco-based National Eco-
nomic Research Associates Inc.

Mr. Berkman conducted a cost-
benefit analysis of a proposed OSHA
ergonomics regulation for the Ameri-
can Trucking Assn.

But most cost-benefit analyses of

Ford using data to drive ergonomics

By JOANNE WOJCIK

CINCINNATI-A computerized
system developed by Ford Motor Co.
to settle Occupational Safety and
Health Administrations record-
keeping violations may one day be
used to help the automaker target
ergonomics improvements.

But for now, the multimillion-dol-
lar Health Data Analysis system pri-
marily is used to calculate how
much musculoskeletal disorders as-
sociated with poor workplace er-
gonomics are costing the Dearborn,
Mich.-based employer.

For example, the system tracks
not only medical treatment costs but
also the number of days an employ-
ee is away from work due to injury.
It also links every visit to the compa-
ny's onsite occupational clinics to
the payroll system to allow analysis
of injury trends by department and
job.

In addition, the system can calcu-
late a cost-per-case by adding to-
gether an individual's injury costs
and workers compensation benefit
payments.

And to ensure ongoing compliance
with OSHA record-keeping require-
ments, the system uses "OSHA log-

ergonomics programs-such as that
conducted for the ATA-fail to take
into account non-occupational injuiy

costs, other experts point out.
Often

overlooked
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ontmence for employer

costs as re-

such

placement
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training,
downtime

and health
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mnot all
work-related injuries are treated in
the workers compensation system,
pointed out David C. Alexander,
president of Auburn Engineers Inc.,
an occupational ergonomics consult-
ing firm based in Auburn, Ala.
As a result, it's easy for some re-

ic" to automatically report specific
injuries by medical code.

The data collection starts the
minute the injured employee arrives
at the onsite medical department
seeking treatment and continues un-
til he or she returns to full capacity,
explained Susan T. Pastula, an epi-
demiologist at Ford.

Eventually, "what comes out are
single-plant or company-wide anal-
yses," she said during a session at a
conference, "Managing Ergonomics
in the 1990s," co-sponsored by the
American Automobile Manufactur-
ers Assn. and the Center for Office
Technology June 17-20 in Cincin-
nati. The Alexandria, Va.-based
COT is an association of employers
and manufacturers dedicated to im-
proving the office working environ-
ment and promoting informed ap-
proaches to safety and health issues
associated with computers and of-
fice technology.

For example, when she asked the
system to determine the total cost of
Ford's 1995 ergonomics injuries, she
found they amounted to $15 million,
or 41% of Ford's total occupational
injury costs for that year.

Ms. Pastula selected 1995 as an

example because the data has suffi-

search to conclude that it would cost
more to implement a nationwide er-
gonomics standard than it would
save, he said.

"There's a misperception that er-
gonomics is expensive," Mr. Alexan-
der observed. "M you wait until after
the injury rate is high, it will be. But if
you invest in ergonomics early, it will
cost a lot less.”

Both experts made their remarks
during a session on the"Economics of
Ergonomics" held during the June 17-
20 Managing Ergonomics in the 1990s
conference in Cincinnati co-spon-
sored by the Alexandria, Va.-based
Center for (*fice Technology and the
American Automobile Manufacturers
Assn.

To illustrate the kind of return on
investment an effective ergonomics
program can have, another confer-
ence speaker shared a client's experi-

ence.

ciently matured now that about 80%
of the workers compensation cases

filed that year have been resolved.
Many workers compensation cas-
es take up to four or five years to
close, she

explained.
When she

a The 4th Annual

Conference for

asked the

system to
further

break

down the

data by

body part,
it found
ERGONOMICS that $7.2
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those costs
were associated with arm and/or
shoulder injuries.

It also found the most expensive
injuries were those of the head and
neck, while lower back and hip in-
juries resulted in the most lost work
time.

The system also found that back
sprains and strains make up 30% of
the ergonomics-related disorders at
Ford, added Gordon R. Reeve, an-
other corporate epidemiologist who
spoke at the conference.

The system, which cost Ford "

Experts dispute Gepidemic'

By JOANNE WOJCIK

CINCINNATI-A 7% decrease in
cumulative trauma disorders between
1995 and 1994, reported by the Bu-
reau of Labor Statistics earlier this
year, should put to rest any talk of an
"epidemic," an employer representa-
tive says.

"We don't know why this dramatic
decrease occurred, but it reinforces
the fact that we do not yet have
enough information to impose a stan-
dard program on industry at this
time,"

director of the Center for Office Tech-

said P.J. Edington, executive

nology.

The Alexandria, Va.-based COT is
an association of employers and man-
ufactumrs dedicated to improving the
office working environment and pro-
moting informed appmaches to safety
and health issues associated with
computers and office technology.

Nevertheless, "these encouraging
figures should not minimize the im-
portance of these injuries nor the need
to continue ergonomics research," Ms.
Edington said in a statement released
at a recent conference, "Managing Er-
gonomics in the 1990s," in Cincinnati.

"In fact, more research is vital be-

cause current scientific literature does

not explain why one employee work-

ing next to another performing the
same activities may suffer discomfort
or pain from a repetitive motion while
the other does not," she said.
Numerous other occupational in-
jury and ergonomics experts speaking
at the conference shared Ms. Eding-
ton's opinion.
"There ism't any way to predict
which
worker is at

risk to de-

8/ The 4lh Annual
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onference for velop a

back in-

jury.,” ac-

cording to
Dr. William

Lauerman,

associate

professor of

ERGONO ICS orthopedic
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surgery and

chief of
spine surgery at Georgetown Univer-
sity Medical Center in Washington.

For the most part, musculoskeletal
abnormalities detected on X-rays and
with magnetic resonance imaging, or
MRIs, are not predictive of low-back
pain, he said.

"X-rays are overdone," he said. "It
would take 2,000 X-rays to have one
that materially impacts on treatment
decision-making."

Many people have musculoskeletal
abnormalities without symptoms
while others with pain have no abnor-
malities.

In addition, 20% of people between
the ages of 20 and 40 will have a her-
niated disk on an MRI, but only a
fraction of those will have pain, Dr.
Lauerman said.

At the same time, a person with
pain may not have a herniated disk at
all, he added.

Whether such injuries can defini-
tively be attributed to the workplace
also is a subject of much debate.

For example, Dr. Dean S. Louis,
professor of surgery at the American
Society for Surgery of the Hand in
Ann Arbor, Mich., suggested that
many so-called cumulative trauma
disorders actually are part of the nor-
mal aging process.

"There is no proof that work causes
disease," he said. 'There is a whole
host of lifestyle choices that make a
person susceptible to injury."

But changes in the way health care
is financed in this country are forcing
many physicians to say an injury is
work-related just so the patient re-
ceives adequate treatment, according
to Dr. Louis.

Physicians in managed care plans
are encouraged to push injuries into

Dan MaclLeod, director of er-
gonomics for Clayton Environmental
Consultants in Edison, N.J., ex-
plained that some of the workers at
Crane & Co. Inc. were experiencing
hand problems due to threading and
tying into bows the tiny ribbons on
the corners of wedding invitations.

After discussing the problem with
the workers at the paper company's
Dalton, Mass.-based headquarters,
one of them "invented"a rudimenta-
ry tying device using a manila folder,
a paper clip and some tape.

While not all ergonomics solutions
are that simple, in many cases all n
really takes is a little "Yankee ingenu-
ity," Mr. MacLeod said.

Ergonomics is simply "practical,
low-tech common sense," he said.

After spending about $2.5 mimon
on ergonomics solutions, Crane saved
$3.5 million in costs related to treat-
ing musculoskeletal injuries over a

the millions" was developed in re-
sponse to OSHA record-keeping vi-
olations that resulted in fines total-
ing some $1.5 million in 1989, Mr.
Reeve explained.

"We had a tremendous legal expo-
sure because data collection was
highly variable," he said.

Medical directors at each of Ford's
55 production facilities and ware-
houses, which employ some 100,000
workers collectively, kept records
separately with no uniform system
to standardize the data, he ex-
plained.

Also complicating data collection
is the fact that these plants span 16
states, each with different workers
comp laws.

Fortunately, with the "OSHA log-
ie" component of the new system,
the treating physicians in Ford's oc-
cupational injury clinics don't have
to know themselves what injuries
need to be reported and when, ac-
cording to Mr. Reeve.

Physicians now report patient in-
formation using a personal comput-
er and pulling up a template that
gives them prompts to insert infor-
mation. When that template is
saved, the system can automatically
send a copy of the report to the per-

the workers compensation arena to
keep group health plan costs down, he
said.

And media reports about the
growth of cumulative trauma disor-
ders-carpal tunnel syndrome in par-
ticular-also are contributing to the
"epidemic," Dr. Imis said.

"The psychosocial epidemic called

five-year period.

"That's a 40% return,” Mr.
MacLeod estimated. "And many of
those costs are fixed costs, so the re
turn will grow even more over time."

By contrast, Mr. Berkman said his
analysis of the costs of implementing
an ergonomics standard will cost the
U.S. trucking industry as much as $6
billion.

That cost could put interstate com-
merce at a standstill, he suggested,
because many trucking firms are
mom-and-pop operations that can't
afford the cost of many ergonornic so-
lutions, many of which have yet to be
proved.

He suggested more research should
be done before a national regulation
is designed and implemented.

"A federal standard applied across
all industries at the same level would-
Nn't make economic sense," Mr. Berk-

man said. mm

strategy

son responsible for keeping the
OSHA 200 logs.

"OSHA logic is driven by medical
codes so that there is less error,” he
explained.

For example, if a doctor uses any
one of eight medical "codes" to de-
scribe an injury, it will automatical-
ly be reported on the company's
OSHA 200 log, he said.

The next step in the data collec-
tion process will be to apply the
findings to target ergonomics im-
provements in Ford plants where
they will have the most impact, Mr.
Reeve said.

With data input beginning in
1990, Ford's Health Data Analysis
system will have a wealth of er-
gonomics data.

Currently the automaker's er-
gonomics committees-made up of
plant management and representa-
tives of the U®ed Auto Workers
union-are often.pressurN politi-
cally to make safety improvements.

But this "system malres priorifiz-
ing easier" and more pragmatic, he
said. "Now the product manager or
department engineering manager
can use this to show finance man-
agers where they need to make in-
vestments in loss prevention." Ell

of strain disorders

RSI (repetitive stress injury) occurred
in Australia in the early 1980s," he re-
called. "Patients who were told they
had RSI believed it was a disease and
considered their symptoms as some-
thing other than the transient aches
and pains of daily life. When com-
pensability was denied, the epidemic
ceased." Ell

Broad support for topic

CINCINNATI-"Managing Er-
gonomics in the 19905," a confer-
ence co-sponsored by the Ameri-
can Automobile Manufacturers
Assn. and the Center for Office
Technology, is one of the first
meetings organized to explore the
major issues in the scientific and
policy debate confronting the er-
gonomics community.

Conference cooperating organi-
zationsincludedthe American In-
dustrial Hygiene Assn.; American
Petroleum Institute; American
Trucldng Asm; the Center to P:!v-
tect Workers' Rights; Chrysler
Corp.; Consultants in Epidemiolo-
gy & Occupational Health Inc.; Er-
goWeb Inc.; FordMotorCo.; Gen-

eral Motors; IBM Corp.; Institute
for Ergonomics atOhio State Uni-
versity; International Union of the
United Auto Workers; National
Assn. of Manufacturers; National
Coalition on Ergonomics; Nation-
al Institute for Occupational Safe-
*y & Health; and Organization Re-
sources Counselors Inc.

A similar event is planned for
1998; the date and place have yet
to be decided.For more informa-
tion, contact the Center for Office
Technology, 301 N. Fairfax St.,
Suite 102, Alexandria, Va. 22314;
703-684-7760; fax: 703-684-4554;
e-mail: CtrOfrek@erols.com; or
visit its World Wide Web site at:

http:// www.cotorg.
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Not all

Insurance Needs
are the same

Unionamerica recognises no two
companies have the same
requirements, even when they are n
the same business.

Haulage companies in London,
Paris, New York or Philadelphia won't
all have the same insurance needs.
Indeed two fleets based in the same
state can have different requirements
- they need not be shoe-horned into
off-the-shelf compromises.

By tailoring cover innovatively to
individual client needs we have, over
25 years, taken a lead in specialist
casualty and property business.
providing excellent security, as
reflected by our S&P single 'A' and
Best's 'A-' ratings.

Now granted accredited
reinsurer status in 46 US states anc
approved as an eligible surplus lines
insurer in 50 jurisdictions,
Unionamerica has a unique ability to
respond to specialist needs whether
in the USA. Europe or world-wide.

Why not challenge us with your

client's individual risk requirements?
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Unionamerica
Insurance

Company
Limited

Suite 2, Ist Floor, London Underwriting Centre
3 Minster Court. Mincing Lane
London EC)R 7DD

Tel: 44 171 617 5959 Fax: 44 In 617 5970
httpj/www.unionamerica.com

Why Compromise?

Texas

Continued from page 2

state District Court in Travis
County earlier this year on behalf
of some Texas employers seeking
the refunds.

Insurers received $718.5 million
in refunds from the residual mar-
ket for the years 1991 to 1994:
$253.9 million for 1991, $315 mil-
lion for 1992, $132.4 million for
1993 and $17.2 million for 1994.

Under the proposed rule, the In-
surance Department would devel-
op a formula to calculate the re-
funds to eligible employers.

Rules adopted in 1991 allowed
insurers to charge retrospectively
rated policyholders a factor for
the assessments paid to cover
deficits in the state's residual
market, the Texas Workers' Com-
pensation Insurance Facility. The
charge was optional for part of
1991 and was mandatory from
1992 to 1994.

The residual market's deficit,
however, turned to a surplus for
the underwriting year 1991 fol-
lowing reforms of the state's
workers compensation system.
The residual market has reported
a surplus for each underwriting
year since then.

The state insurance code re-
quires that the residual market
return premiums and surplus to
insurers for the years that it gen-
erates a surplus, according to
Nancy Moore, deputy commis-
sioner at the Texas Department of

Insurance.

The Workers Compensation Di-
vision wants insurers to share
with policyholders some of the
$718.5 million returned to them.
Since the policyholders would
have been assessed additional
premium had the fund suffered a
deficit in those years, the policy-
holders should share in the re-
funds, the division says.

Insurers, however, contend that
at leastfor the years 1991 and
1992 there should be no payments
to retrospectively rated policy-
holders because the department
had already barred the pass
through of assessments or rebates
for those years.

The department ordered that
the factor for the residual market
assessrnent for those years be
zero, which insurers argue applies
equally to shares of refunds as it
does to assessments.

Risk managers that attended a
hearing last week on the proposed
rule "made it clear that they felt it
was unfair that insurance carriers
are keeping this money," said
Frances C. Oliver, risk manager at
Centex Corp. in Dallas.

Ms. Oliver said her employer, a
residential and commercial con-
struction company, is owed at
least $100,000 in premium re-
funds.

"My position is that there can
be no doubt in anybody's mind
that if there had been a shortfall,
the insurance companies would
not have waited four or five years
to get the authority to pass those
assessments along," agreed James
E. Green, risk manager at Fort
Worth-based Justin Industries
Inc.

Mr. Green said he believes it is
"fair and appropriate that insur-
ance companies provide pro-rata
refunds with reasonable interest
to those of us who were taking the
risk on the other side" by agreeing
to pay an assessment if deficits
were recorded.

He said Justin probably is owed
around $200,000 in refunds of
residual market premiums.

Insurers claim adoption of the
proposed rule in its current form
is unfair and illegal.

To implement the rule would
force undue hardship on Texas
workers comp insurers and could
throw the market into an avail-
ability crisis, John B. Lennes Jr.,
vp of the Alliance of American In-
surers, said at last week's hearing.

"There is no basis, either in law
or fact, for attempting to enact
regulations that would undo a
prior contract,"” Mr. Lennes said.
"Adoption of the rule would vio-
late sound public policy and ap-
plicable constitutional provi-
sions."

"The Texas Department of In-
surance should not attempt to
change what was and is an equi-
table law and rule, reasonably ap-
plied to a crisis situation of muilti-
billion-dollar deficits,"” Mr.
Lennes noted. "It makes no sense
to mandate returns of surplus
from the same overall transaction
which will surely show a net
deficit.™

"Insurers paid over $2 billion in
deficit assessments to shore up the
Texas workers compensation sys-
tem," said Forrest C. Roan, Texas
counsel for the American Insur-
ance Assn. "They later got back
$718 million in surplus rebates

'For insurance companies
that supportedlhe Texas
market during bad times,

it would be unfair,’ says
Forrest C. Roan of the AlA.

from the facility, but that still
leaves insurance companies
$1.285 billion in the hole" for the
period 1985 to 1995.

The Texas Workers' Compensa-
tion Insurance Facility stopped
writing coverage at the end of
1993 and is running off its busi-
ness. It did show a surplus for
1994 for policies that expired in
1994.

It was replaced by the Texas
Workers' Compensation Insurance
Fund as the residual market in
1994.

Mr. Roan maintained that it
would be inequitable to force in-
surers to share the refunds with
policyholders.

"For businesses, getting these
rebates would be a windfall," he
testified. "For insurance compa-
nies that supported the Texas
market in the bad times, it would
be unfair.”

The AIA, however, is not con-
testing payment of rebates to pol-
icyholders for 1993 and 1994,
when insurers received $149.6
million from the facility.

Mr. Lennes said the Alliance
has "taken a position that goes a
little bit further” and is contest-
ing refunds to policyholders from
underwriting years 1993 and
1994.

It would be illegal to retroac-
tively impair contracts written in
1993 and 1994 between insurers
and policyholders and formed un-
der rules in place at the time, he
argued. The rules that allowed in-
surers to pass through losses did
not address returning surpluses to
policyholders through rebates, he

said.

Mr. Roan asked the Insurance
Department to give insurers a rea-
sonable time to comply if rebates
are ordered.

The proposed rule would re-
quire insurers to calculate and re-
turn the premiums to employers
within 90 days of the rule's effec-
tive date. Insurers also would be
required to send the department a
report listing all employers that
received a refund, the amount and

date it was sent. ial
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and manager of the renovation project, said ly rebuilt, and most of the tile-lined dining

the Oyster Bar fire has not exposed the MTA space repaired and refurnished after the fire

to any losses consumed virtually everything in those
The renovation has proceeded while the rooms

York businessman Jerry Brody-is ~com- terminal remarkably continues to handle Gutted were the restaurant's main dining

pletely Insured"” by Crum & Forster Corp af- half a million commuters a day, despite a room, a bar area and an adjoining dining 4

flliates huge interior scaffolding system and partial room whose serpentine lunch counters were
Loss adjusters visited the scene last week interior demolition that has rerouted corn- crowded daily with hurned commuters and

to begin working up an estimate of the loss, dors, closed stairways and relocated ticket tourists

a Crum & Forster spokeswoman confirmed booths The fire apparently caused no serious
While a farnt odor of smoke hngered m the Now added to the commotion will be re- structural damage, and the toughest job, Mr e

terminal's lofty main concourse last week, construction of the 84-year-old Oyster Bar

the damage was confined to the lower level

Restaurant

Contznued from page 2

Abrahamson said, may be restormg the terra -

Last week, most of the restaurant was a cotta-tiled ceiling to its original condition, a

restaurant and some ductwork, the fire de- soot-blackened shell, its ceilings missing requirement of the city landmarks law

partment spokesman said many terra cotta tiles and its floors littered
Grand Central, a 1913 Beaux Arts land- with broken tile and glass timate,"” he said "That ceiling could cost a

mark, is undergoing a $114 million renova- Some areas escaped relatively unscathed, fortune " “

tion that includes new air conditioning and Mr Abrahamson reported The Oyster Bar Despite the building's age, though, the tile

sprinkler systems, extensive rebuilding of Saloon, a small dining room at one end of needed for the ceiling is "not uncommon,”

ramps, escalators and retail space, and the larger restaurant, suffered smoke dam- and similar tile has been used recently in

restoration of the terminal's 150 foot-high age but no other serious harm Also, an other New York City restoration prolects, m-

barrel-vaulted sky ceiling (Bl, Feb 27, "apartment" below the Oyster Bar that cluding one at the city hall, he said

1995) served as the restaurant's office was un- Mr Abrahamson said he hopes to have the .
Officials of the Metropolitan Transporta- touched, he said Oyster Bar & Restaurant back in business mark Oyster Bar & Restaurant in New

tion Authority, Grand Central's operator The kitchen, though, will have to be total- within a month » York are fully insured.

"That's why | can't give you a (damage) es-

AP/ WIDE WORLD PHOTOS

Losses from last week's fire at the land-

refutable evidence that it is needed a study the NAS would do now, order to be"one step ahead" of OSHA report It is, we believe, of paramount

N I O S H Rep Henry Bomlla, R-Texas, has whether that's really needed," he said regulatton importance that any rule or standard
prepared legislation to block the im- A spokeswoman for Rep Bonilla "The problem with the NIOSH be based on absolutely sound science,
Cont:nued from page 1 position of any ergonomics standard said he wall contmue to seek an NAS study is that it is not thorough and not because an improperly issued er-
can be caused by non-work expo- until the National Academy of Sci- study, a position that sits well with complete It overlooks a lot of impor- gonomic standard could cost Amen-
sures " ences issues a report on the matter busmess groups that oppose OSHA tant studies," said Peter Eide, manag- can employers milhons and perhaps
The report shows the need for ac- The AFL-CIO, which supports an Imposlng an ergonomics standard er-labor law pohcy for the U S bdlions of dollars over time," he said
tion now on an ergonomic standard to ergonomics standard, welcomed the "l see no reason why the National Chamber of Commerce m Washing-
nutlgate repetitive stress mlunes, said new report Academy of Sciences should not have ton Any standard"should be delayed in favor of conducting an NAS er-
Greg Watchman, acting head of "l think it demonstrates the point an opportunity to review the data | pending a more thorough review of gonornic study before anything more
OSHA m Washmgton Mr Watchman that we've been making all along that would rather have two organizations the literature by the NAS Pending is done regarding an OSHA standard
said the report provides "compelhng repetitive strain In]JUry is absolutely separate and distinct saying the same that, we think It'S premature for
evidence" of the hnkage between hnked to and caused by workplace thmg before gomg ahead with a stan- OSHA or anyone else to be issuing Free comes of "WIt-scutosketetal
workplace conditions and repetitive factors," said Keith Mestnch, occupa- dard," said Lance Ewing, chair of the any ergonomic standards," he said Dsorders (MSDs) and Workplace
stress mlunes and said OSHA stlll m- tional safety and health speciahst Risk & Insurance Management Soci- "Our mitial reaction is that we want Factors A Cntcal Retnew of EP2-
tends to issue a standard, though with the AFL-CIO in Washington ety's Inc 's health and safety commit- to go ahead and review some of the demtotogic Evidence fo- Work-Retat-
probably not until next year at the But he added "Is it going to quell the tee and loss control administrator for science ourselves," said David M ed Muscutosketetal Du orders of the
earhest opposition? | doubt it" the Philadelphia School District Farmer, senior vp-federal affairs in Neck, Upper Extremi:y, and Low
OSHA has been under fire from Mr Mestnch said he thinks the Mr Ewing added that RIMS be- the Washmgton office of the Alhance Back" are avattable *om NIOSH at
busmess groups and some members of NIOSH study removes the need for heves companies should address er- of American Insurers 800-356-4674 The report also can be
Congress for attemptmg to issue such further study before OSHA mtro- gonomic problems on thelr own, and "At hrst blush, we're highly skepti- accessed on the Internet at
a standard ill the absence of ir- duces a standard "I'm not sure what that those that haven't should do so m cal of some of the conclusions in the http //www cdc gov /mosh

He said the Alhance is "absolutely”

fundmg as possible toward this goal,
by surve>nng patients on their satis-
fachon with preventive care and pub-
hshing the results, by continuing to
could be driving down prices so low distribute a brochure on preventive
that providers can't afford such actlv- care to doctors, and by recognizing

Preventive

Continued from page 2

HMOs offer savings potential
in work comp cases: Study

By ROBERT KAZEL tices, said William L Granahan, hght-duty programs are available
senior consultant m Milliman & at the patient's worksite and not
Employers can save 10% to Robertson's Boston office and co- assume that absence from the job
70% on workers compensation author of the study Doctors IS automatically necessary, he
lost-wages expenses by contract- working under traditional fee- said
ing with health maintenance or- for-service reimbursement and
ganizations, a new study says indemnity health plans have had fears of some employers that
The average saving is 257%, no incentive to return workers to managed care might give physi-
the study says the job, he said

The authors acknowledge the

cians an incentive to spend little
Compames also report workers on tests or treatment of workers
comp medical savings of 10% to comp patients, but to send them
home for long recuperation pen-
ods anyway There is no evidence

this has been the case for man-

40% when using an HMO as con-
trasted with fee-for-service

providers, the report says, with they Were active or

an average medical saving of
24 6%

The report, by Seattle-based on work comp

Seven in 10 HMOs said

aged care cases, the study says
Despite the signihcant numbers
of HMOs moving into workers

planning to be active

It-leS providers with good preventive care
In the Twtn Cities area, 26 large em- programs through marketing and
ployers purchase health insurance to- cash rewards, Mr Wetzell said
gether through the Buyers Health BHCAG employers represent only
Care Action Group, which has at- about 5% of the population served by
tarned signrficant clout m negotiating chnics m the study reported by Mayo,
better health insurance rates with 10- so it is tenuous to draw conclusions
cal managed care plans about how the consortwm affects the
"Although these actions are being overall region, he said
taken to set the stage for better health Also playing down the importance
care in the future the fiscal pres- of BHCAG in weakening preventive
sures generated by the consortium care was Dr Leif Solberg, clinical di-
have led many chmcs to feel the need rector of research at Group Health
to devote almost all of their attention Foundation, the research group
to maintaining solvency," the article's owned by Bloomingtor, Minn -based
authors wrote HealthPartners, a leadmg managed
While not disputmg that physicians care plan m the region
should devote more attention to pre- HealthPartners and Blue Plus, an-

consultant M11]iman & Robertson products and services. comp, the reEort expressed sur- vention, Steve Wetzell, executive dll- other managed care network servmg

Inc, said HMOs-especially the prise that more aren't doing so,

largest ones-continue to cast ea- especially medium-size compa-
ger eyes on the workers comp nies Mr Granahan characterized
market Despite some employers' "The insurance company would HMOs in general as "novices"
reservations, the trend is good (routinely) treat it as a monthly when it comes to knowmg how to
news for buyers, according to the expense," he said "We're getting make money m the workers comp
report a physician and a case manager arena The exceptions are the
Seven in 10 HMOs responding involved within the first 24 hours largest HMOs that have targeted
to a survey last year said they That's the ideal, anyway " large, self-insured employers as
were active or planning to be ac- HMOs mvolved 1 workers potential clients Last year, a
tive in workers comp products comp on the whole are dedicated quarter of HMOs active in work-
and services That figure is shght- to "true inlury treatment” and ers comp had 250,000 or more
ly down from 1995, when 74% of working much more closely with members, m contrast to 10% two
HMOs reported to be poised for the patient than was the case un- years ago, the report said
entry into workers comp Howev- der fee-for-service, Mr Granahan The study speculates that other
er, the industry stlll has penetrat- said In past years, and sometimes opportunities ir. managed care,
ed this arena much more deeply today where managed care is ab- such as Medicare risk, may be
than in 1994, when only half of sent, doctors haven't asked pa- drawing the attention of some
HMOs reported they were inter- tients if their injuries or illnesses plans away from workers comp
ested in or had workers comp were job-related, he said "You -
contracts have to understand the worker Single copies of the study, *Re-
A strong presence of managed and what the employee does for a port on Third Annual Milhman &
care organizations in workers 11ving, whether they mop floors or Robertson Suney HMO Man-
comp will not only save employ- lift boxes or run a machme,” he aged Workers' Compensation
ers money but also will introduce said Strategzes and Products," are
more professionalism and effi- Today's doctors also must un- avadable hy contacting Mr

ciency into workers comp prac- derstand if transitional work or Granahan, 617-245-4847

rector of pubhe pollcy and pubhc af- Ivimnesotans, are overseeing the study
fairs for BHCAG, called the allega- of preventive care with a $3 5 milhon
tions against the coahbon unfair federal grant, and Dr Solberg co-
"We weren't surpnsed at the con- wrote the Mayo article
clusion, but we were really surpnsed "I'm sorry we even mentioned that
theypomted the fingeratus,” he said m there," he said, apobgizing for the
"We think there's absolutely no truth reference to the coalition's influence
to It” "I think all (the article) was trying to
The study was based on patient say was primary care physicians are
data from 1994, a time when feeling a lot of time and cost pres-
providers could obtain virtually all sures "
the funding they wanted for preven- Fewer than 10% cf patients re-
tive services through BHCAG plans sponding to the survey talked about
on a fee-for-service basis flu shots with their doc:ors, and one in
"There was absolutely no mentive three saidtheirdoctorsdidnot discuss
to under-serve our population on pre- any preventive services at their last
ventive service," Mr Wetzell said clinic visits, the study found Only
Today, clinics contracting with the 20% received any wrtten materials
BHCAG are organized into "care sys- about prevenbve care, and just 1% re-
tems" that submit budgets to the ceived written information on flu
coalition, which sets fee schedules for shots
each group of providers Depending The study said clinics know how to
on whether the budget IS approved, use patient data for bllling but have
clinics may or may not receive all the less experience usmg 1. for preventive
money they request for preventive purposes
services, he said More current data will be avail-
BHCAG w111 try to encourage pre able in about six months, Dr Sol-

ventive care by approvmg as much berg said Ell
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Cont:nued from page 1

executive director of pohcy for the and orgamzed for a purpose other
Blue Cross & Blue Shield Assn m than pronding health care benefits
Washington to members

Others say trade associations lack Under the legislation, a self-in-
ment Income Security Act pre-empts expel-lence in running and adminis- sured AHP would be required to
state rules and laws that "relate" to tering self-msured health care pro- maintain surplus that is the greater
employee benefit plans But ERISA grams, and that--combined with a of
pre-emption is largely irrelevant to lack of continuous federal over-
smaller companies because they typ- sight-ould lead to a rash of health pected to be incurred for which the
ically buy health care plans fromm m- care plan failures

= 25% of the benefit habilities ex-

nsk of loss has not been transferred
surers, which must abide by state "This would be a sidelme for trade and 25% of expected administrative
groups Yet, there is nothing in the costs Or
Backers of the legislation-mamly legislation about ongoing monitor- - $400,000
small-business groups-say the rng of these plans, says Marianne In adchtion, self-insured AHPs
measure, if enacted, promises to give Miller, director of policy develop- would have to purchase aggregate
small employers the same purchas- ment at the Health Insurance Assn stop-loss insurance with an attach-
ing clout as bigger companies while of America m Washington
freeing them of state mandates Supporters and opponents of the expected claims
"Frankly, we have not heard of a proposal, which was advanced by
better idea We are giving smaller Rep Hams Fawell, R-Ill, and in- have responsibihty for regulating
firms the same health care purchas- serted into tax legislation passed by the AHPs, though It could delegate
ing benefits that larger companies the House, also drffer on whether the that authority to the states
now enjoy This is a way to make final tax bill will include the provi-
health Insurance more affordable for sion The Senate bill lacks a compa- tions new authonty to establish
smaller companies and their em- rable provision
ployees," said Leshe Pryor, senior

rules and requirements

ment point not greater than 125% of

The Labor Department would

Aside from giving trade associa-

AHPs, the legislation also would set
"There is not that much interest m new rules aimed at cracking down
director of government relations the Senate m domg this,"” said Ms on "bogus unions"” that set up em-
with the National Assn of Whole- Nestor ployee benefit plans and claim to be
saler-Distnbutors m Washington But George Pantos, Washmgton collectively bargained multiemploy-
But entics of the legislation, main- counsel for the Self Insurance Insti- er plans protected from state regula-
ly insurers and state regulatons, wor- tute of Amenca, a trade group pin- tion by ERISA pre-emption
ry that the legislation would undo manly representing third-party
decades of state regulation of health claims administrators, says support ment, a mullnemployer plan could
insurance and place it m the hands for the measure is broad and bipar- not utillze insurance agents or bro-
of the federal regulators, who critics tisan
say lack experience in regulating

In order to be a protected arrange-

kers to solicit or enroll members, and
'Tin encouraged about the possi- at least 85% of the participants must
bility of getting the legislation be current or former employees
'We are very concerned about through this time," Mr Pantos sad of the sponsonng employee organi-
whether the federal government has To set up an AHP, a trade associa- zations or employers who are parties
the necessary resources" to regulate tion would have to be in existence to the collective bargaining agree-
these programs, said Susan Nestor, for at least three continuous years ment

match data on the directory of new of that state's fraud is comprised of

Continued from page 1 hires with those receiving unemploy- people claiming out-of-work Injuries
ployment insurance director of New ment benefits and investigate those occurred on the Job or of people col-
York people who appear on both hsts lectmg benefits as they continue

He amved at that figure by using

health care arrangements

ing unemployment msurance fraud n't think it w111 help much m reduc-
Her department plans to cross- ing fraud in Wisconsin, because 75%

Less activity is taking place to pre- some type of self-employment
the percent of fraudulent unemploy- vent workers comp fraud
ment insurance cases m New York The chairman of the Maryland a problem under the new law, Min-
over the past five years, 1 67%, and Workers Compensation Commission, nesota's Mr Feckey suggested Un-
multiplying that by the amount paid Charles Krysiak, said he is not famil- der the system in place since 1994,
m the state for workers comp bene- iar with either the Maryland or fed- employers had to report every em-
fits, $35 bilhon a year eral law He said it's the responsibil- ployee or face criminal penalties

"But the initial years' impact ity of the insurance company making The federal law says states may lin-
would be an order of magnitude the workers comp payment to mves- pose a maximum of a $25 penalty on
higher than that," he said, because tigate any possible fraud an employer who fails to report a
the fraud detected the first few years 'It's not within our purview," he new hire This penalty can increase
would include fraud that occurred in said to $500 if the failure to report is a
In Minnesota, which also started a conspiracy between the employer

Comphance by employers may be

previous years

Not everyone envlisions savings to
the extent Mr Buse does

and employee
Another problem with the infor-

One drawback of the law, accord- mation is that "just knowling the guy

Tenninaling benefits to

ing to a spokeswoman for I'l'T Hart- is working does not mean there is

ford Group Inc, is that insurers and fraudulent FeCipientS fraud,” Mr Krohm noted, because

self-insured companies don't have
direct access to the data And in

could save as much as people prohibited from certain types

work because of an injury stll can

states where the state agency is not $59 million a year in New work a‘f less physically demanding asset management finn based m

yet actively mvolved m compillng York, Frederick Buse says. Jobs

he Information, the federal law does However, Mr Buse, the Insurance

not say what an Insurer or employer
can do to obtain the data

consultant, countered that knowmg
someone is working does cut down

David Farmer, senior vp with the state program as of July 1, the work- on fraud because workers comp ben-
Alhance of American Insurers in ers comp agency plans to utihze the efits are reduced when the worker
Washington, said the savings won't new directory but doesn't expect it to starts earning a salary again "This
be so great initially, but the law wlll have a significant impact might adjust” his projected $59 mil-
be of some help "The overall Impact The new law "is an effective tool, hon savings for New York "down-
w111 be small on workers comp but It won't signiftcantly reduce ward by a httle, but not by much,”
fraud," he said fraud in Minnesota, said Jim Feckey, he said
Under the law, each state must director of the Investigative Services

pass its own Implementing legisla- Unit for the Minnesota Department optimistically

Some states are viewing the law
tion that as of Oct 1 would require of Labor and Industry in St Paul In Ohio, the Bureau of Workers'
employers to provide the name, ad- Since 1994, the workers comp Compensation is establishing a sys-
dress and Social Security number of agency has had access to the state's tem to retrieve data from the soon to
every employee hired, within 20 days hst of people receiving wages This be created directory, a spokesman
of their start dates Previously, the has had "a definite effect” on the for the bureau said Since 1993, the
only information available to work- agency's ability to track down fraud, bureau has had access to other state-
ers comp agencies m every state were he said, adding that he doesn't ex- gathered mformation to prevent de-
quarterly reports of people receiving pect the new registry to add to their ceased or imprisoned people or their
wages Some states, however, al- inrestigative resources "It's too ear- relatives from collectmmg workers
ready have estabhshed their own di- ly to say, but | don't see how the new comp, but the new directory "willl
rectory of new hires that has been hire reporting requirement w111 add another tool to our belt in trying
made available to the workers comp change anything," he said to stop people from steahng from the

The new law does offer a timing system,"” the spokesman said
The AAI's Mr Farmer said the is-

agency

In Maryland, a state law that advantage,he sad Now they w11 re-
passed in 1996, prior to the federal ceive notice of the hiring within 20 sue has received relatively little at-
law, requires employers to report all days, whereas under the old system tentlon m the msurance community
people hired after July 1 Susan Bass, it Was done every three months His organization has only begun to
head of pollcy and planning for the The administrator for Wisconsm's look at the issue within the last
Maryland Office of Unemployment workers compensation division, Gre- month "It shpped by us,"” he said
Insurance in Baltimore, sald the laws gory Krohm, said he was unaware of "This was one we didn't focus on at

will be a tremendous help in redue- the new law He added that he does- the time" it became law =1

Updates

Lloyd's Council picks Taylor

Continued *om page 2
who wul retire at the end of tkus year

Whle he has been selected by the Council members, Mr Taylor must
still be elected to the Council by working members m the fall elections to
take up the three-yearpostasof 1998 The Lloyd's Act 1982 requires that
the chairman must be a worlang member of Lloyd's elected to the Coun-
cil, and Mr Taylor is not a member of the Council

Council elections willl be held early in November to replace working
members Sir David and broker Graham MeKean Typically several can-
didates run for each slot and Mr Taylor w11 be among the candidates

Mr Taylor has spent his working life with Willts, loming 27 years ago
as a junior aviation broker In 1990 he was appolnted to the board of
W11]ls Fabe- PL C, shortly before its merger with US broker Corroon &
Black Corp After the merger, he became a director of Wilhs Corroon
GroupPLC

Currently, Mr Taylor is chairman of the Lloyd's Insurance Brokers'
Committee, and is a director of the World Insurance Network

State settles tobacco suit

JACKSON, Miss -Mississippi's settlement of its lawsuit with the to-
bacco Industry could lead other states to stnke similar deals before
Congress approves a proposal that would settle all the claims of states
that have sued.

Mississippilast week agreed to settlement tennis that wlll ensure it re-
ceives more than $3 bilhon to resolve its lawsuit seeking to recover the
state's cost of treating smokers' ilinesses regardless of whether the nation-
al proposal is approved

The tobacco mdustry was facmg a tnal scheduled to begin this week m
Mssimppi

Under the proposed national settlement worked out last month, the to-
bacco Industry would pay more than $360 binion to 40 htigatmg states
over 25 years to recover the costs of paymg for health care for smoking-
related llinesses (Bl, June 23) If the proposed national settlement is ap-
proved, it would supersede the MIsmsslppi settlement

In Florida, where an August trial is scheduled, talks have begun be-
tween the state and the tobacco mdustry regarding settlement of that
state's clalins, accodng to a spokesman for the Flonda Attorney Gener-
al's omce

Meanwhile, the industry is facing a class-action lawswt from two mul-
tlemployer health plans covenng workers m two Connecticut unions

"We're seelang bamcally the same thing and to recover our costs in
treating tobacco-related diseases" as are the state suits, said Robert Con-
nerton, a partner with Washington law firm Connerton & Ray and co-
counsel for the plaintiffs

Two Stockton Re execs leave

HAMILTON, Bermuda-Finite risk reinsurer Stockton Reinsurance
Ltd lost two senior underwnters last week

Richard Black and Michael Cascio, who were instrumental m setting
up Stockton in 1994, both voluntanly resigned for undisclosed reasons

Stockton President Thomas F. Dailey indicated the two vps were m dis-
putewith Stockton top executives over the under'wnters' relations with
the company

"Most business disputes are over positions or money, aren't they?" he
asked rhetoncally

He added that there was "no way that the company was displeased"
with the performance of Messrs Black and Casclo

Mr Black said he and Mr Cascio had no immediate plans to lom or es-
tabhsh another company "We'll be talang the summer off," he said

Mem Black and Cascio helped set up Stockton Re m 1994, when they
both left their Jobs at Centre Remsurance (Bermuda) Ltd to join the new
company (BI, Aug 15, 1994)

Stockton, which is backed by Commodities Corp, a Cayman-registered

ﬁrmceton N J , is now an estabhshed ft-

mte rtsk reinsurer with $134 4 milhon in profits for 1996, compared with
$2 5 5 mill=t m 1995

Chris Nelson wall take over as actmg head of underwriting, and addi-
tional staff members hkely wnll be recruited, Mr Dailey said

Briefly noted

Mellon Bank Corp of Pittsburgh said it paid $225 milhon to acquire
Buck Consultants Inc. m a deal that was completed last week New York-
based Buck, which m 1996 was the world's eighth-largest benefits con-
sultant, unll continue to operate under its own name David Strauss,
currently deputy chief of staff for Vice President Al Gore, was named last
week to be the new executive director of the Pension Benefit Guaranty
Corp U S Supreme Court Chief Justice Wilham Rehnquist appomted
U S Distrid Judge Sam C Pomter Jr of Birmingham, Ala, to hear all
federal breast-implant product liability cases agamst Dow Chemical Co
and Dow Coming Corp, a lomt venture of Dow and Coming Inc The ap-
pomtment does not apply to cases against other defendants, such as Bax-
ter International Inc, Bnstol-Myers Squlbb Co and Minnesota Mining &
Manufactunng Co Meanwhile, m Detroit, U S Banlauptcy Court Judge
Denise Page Hood has overturned a March 1996 ruhng m Dow Cormng's
banlauptcy case to disband a lawyer-dommated committee to represent
the mterests of Implant recipients Workers compensation rates in Ver-
mont have dropped an average of 14%, the tknrd consecutive year comp
rates have fallen in the state after three consecutive yeans of Increases m
1992 through 1994 Chlldren hving near power hnes are no more likely
to develop childhood leukemia than those who do not, accordmg to a sur-
vey released last week by the National Cancer Institute The survey fol-
lowed a comprehensive study released by the National Academy of Sci-
ences last year that showed no 1mk between electromagnetic fields and
all forms of cancer except childhood leukemia (Bl, Nov 4, 1996) The NAS
study said previous surveys could not categoncally rule out a hnkbe-
tween EMFs and the childhood disease
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Charting impact of mergers on stock

1,460

1,440

By MYRON M. PICOULT « The need to obtain new products, slalls and and/or"stock currencies" that are at levels either ' 1420

Special to Busmess Insurance technological expertise not seen in a long time or on new plateaus and, 1,400

» The need to follow your customers as global- second, enormous pressures on management 1,380

The long-awaited consohdation of various 1zabon pressures nse teams to produce top-Ime growth, bottom-line 1,360
segments of the insurance busmess has clearly « The need to divest or spin off a busmess seg- growth and ralse ROEs

begun Merger and acquisition activity is ment to focus on a core business This consohdation undercurrent is threaded 1,340

widespread as one surveys the property-habill- Some of the financial reasons for M&A acn,n- through virtually every insurance stock and wl]1 1820

ty, life and reinsurance landscapes ty include likely remain notwithstanding the prospect of 1,300

The likehhood is that M&A activity wnll con- « The need to achieve economies of scale in or- some earmngs chsappointments It should be 1.280

tmue to proliferate m the msurance mdustry as der to squeeze out mefficiencies noted that there is a greaterlikehhood for an ac- 1,260

a whole, as profttabillty dechnes and other fi- « The need to expand market share and pres- quirer to stub its toes when it is forced to make 61,240
nancialservice companies expand into theinsur- ence m current lines of busmessandgeographic anacquisition vs those situations whenacquisi- 1,220

ance sphere areas served bons are done at a more rational pace Sn6 5/23 529 6/6 6113 620 6/27 7/3
The pressure to achieve cntical mass in van- » The need to strengthen balance sheets and Fmally, as previously noted, insurance stock Base.100 on Dec -2071978

ous busmess segments and the need for more ef- stave off rating downgrades valuations are at levels some might refer to as , Source Nordby International Inc

hcient and effective distnbution are the pnmary * The need to produce growth in a stagnant or nosebleed temtory or certainly well above levels -___

drivers behind the current level of M&A activi- declimng market most industry observers would have prognosti- - _ _

ty Put another way, managements are under « The need to respond to shareholder pressures cated several months ago Given current valua-
enormous pressure to compete, but many com- to raise returns on equity and make use of excess tlons, it would appear that the opportunities for

PCS catastrophe options

panies have hmited abihties Hence, mergers and capital management buyouts and leveraged financial Ao ol July 3
acquisitions may be the only means to achieve It should be emphasized that the mtegrabon of buyers appear bmited Today's opportunities ap-
the ends Acquisitions, though, should be a sup- two entities as business segments is not always pear to be more aligned for strategic buyers that Z:"read bic’;’::k Z:”read bi;;fk
plement to growth and not the pnmary reason as smooth as peaches and cream Obstacles to a can create value through synergies
. . Eastern September 1997 California Annual 1997
for an Insurance company's growth seamless merger or acquisition include loss of 40/60 3 2/3 8 40/60 &/20
The dynamics m the insurance mdustry are employee focus, roadblocks emanatmg from en- s0/80 20/35 80/100 -413
very similar to what the banking mdustry faced trenched managements, difficulties m blending Myron M Pzcoutt ts a 80/100 1 5/1 8
several years ago when the market was plagued diferent corporate and/or busmess cultures and vice president and senior National Anmual 1997 Western Annual 1697
by overcapacily and several key players began to problems related to mcompatible systems and I- 1 insurance analyst at 80/100 40/45 40/60 8/26
recognize the benefits of consohdabon processmg technologies 1l Wasserstan Peretta Se- 120/140 -450 70/90 /16
M&A activity falls mto two basic spheres, Last but not least, the need to produce quick curities Inc m New York
strategic and financial Some of the strategic financial returns can dnve decisions that ulti- He is the past pres:(ient , * Southeast Sgptember 1997
reasons for acquisittons mclude mately create longer-term problems - of the Assn Of Insurance 1 SO/80 22/05
« The need to diversify into new markets As we have noted m past wntings, growth & Financial Analysts and 80/100 5/19
and/or geographic areas prospects m virtually all segments of the insur- a member Of the New Total volume 1,368 Total open interest 14,706
» The pressure to fmd alternative means of dis- ance bumness have stagnated Compoundmg the -W York Society of Security Fol informatioh BA PCS cat options ca,1 ttie th,6%o 86ard of ,
tribution situation are, first, an abundance of capital | Analysts Trade at 312-435-3674

Source Chicago Board of Trade

Two-thirds of insurers carry Gsecure' ratings: S&P - -

British Issues

. . . - - . July 2 Price P/E Dtv Yield 52 week
NEW YORK-New claims-paying-ability rat- "q" after the ratmgs A quantitative ratmg ingE, S&P rated only one as vulnerable An mter-
1ngs Indicate that the U S and Canadian means S&P rehed solely on the financial data active rating couples an insurer's financial data Companies pence pence % high-low
life/health insurance industry in general is the companies submitted in their 1996 annual with information S&P denves dunng mtennews Commi Union 688 108 303 55 764-550
strong, but Standard & Poor's Insurance Rating statements to regulators with insurer management Genl Accident 930 67 34 3 46 978--614
Services maintains a "neutral to shghtly nega- Of those compames, S&P rated 421, or 55 2% S&P's less than optimistic outlook for health Gdn Royal Exch 279 57 100 45 311-227
live outlook” for health and disability insurers secure They represent 77%, or $178 bilhon, of Insurers 1.s based on the competttion that contin- {ndependent 890 1711 133 19 895-456
Royal & Sun 474 141 190 SO 529-357
New York-based S&P on July 1 rated 1,087 theassets of companies in thatratmg category ues to dog that segment As the shift to managed
hfe/health msurers and determmed that 729, or For the first time, S&P assigned its highest care continues faster than expected, insurers are Brokers
67%, are secure They represent 97%, or $1 83 possible quantitatlve rating Centunon Life In- buildmg and trymg tomamtam market share Bradstock 83 118 6a oo 00--54
tnlhon, of the rated companies' $1 9 trilhon of surance Co, a Missouri-domiciled captive of Poor morbidity rates on business wntten dur- CE Heath 139 NA 15 14 140--74
assets S&P rated the remaining 358 companies Norwest Fmancial Services Inc of Des Moines, ing the 1980s continues to hurt disabihty insur- Lmbrt Fenchurch 123 NA 84 99 137-101
as vulnerable They represent 3%,or $56 74 bil- lowa, earned an AAAq, or supenor, rating ers as well But, downgrades m that segment win Lloyd Thmpson 176 NA NA NA 206-163
Nelson Hurst 1 11 2 -121
hon, of the rated companies' assets S&P rated the remaining 342 companies with be tempered somewhat by strengthened under- =0 © 86 83 203
. L ) Sedgwick Grp 128 110 89 69 144-115
The secure to vulnerable ratio is comparable quantitative ratings as vulnerable They repre- wrtng, Improved products and mdustry consol- Steel Brl Jones 21 108 15 O 4222
to last year's sent 23%, or $54 bilhon, of the assets of compa- idatton and restructunng, S&Psaid Willis Corroon 139 11 1 66 59 165-117
Among the 1,087 rated companies, S&P Issued mes m that category S&]P plans to pubhsh the rattngs this summer
763 quantitative ratmgs, which are denoted by a Of the 309 msurers that sought Interactive rat- -By Dave Lenckus , Source Nordby International inc,

B Industry Stock Report sune 30,1997, THROUGH JULY 3,1997

Weekly Year to date Year to date Weekly Yearto date Yeartodate Weekly Year to date Yearlo date

BROKERS Pnce Y%change %change High low Vol (000) Pnce % change % change High Low VOHOOO) Pnce % change %change High Low Vo!(000)
Acordia Inc NYS 39.88 0.00 37.50 40.13 27.25 65 Enhance Financial Services NYS 44.38 1.43 21.58 as19 2650 122 St Paul Companies NYS 8050 4.04 37 31 8050 5063 828
E W Blanch Holdings Inc NYS 27.75 521 3780 27.75 17.75 197 Everest Reinsurance NYS 38.00 CEEY 3247 ao2s 22.50 714 scor NYS 4050 -0.46 1782 4350 34.00 11
Gallagher Arthur J & Co NYS 35.75 1.24 1532 a7.75 20.13 180 Executive Risk Inc NYS 5150 167 39.19 5638 3338 61 SAFECO Corp NDO 47.63 133 2076 4038 32.00 1122
Hilb Rogal & Hamilton NYs 1663 185 2547 17.25 1138 o1 EXEL Ltd NYS 5569 7.35 47.03 s5.69 3175 as7 Se,bels Bruce Group NDO 7.81 2.46 5.30 11.25 s.88 3
Kaye Group Inc NDO 513 5.13 2.38 700 .38 37 Fremont General Corp NYs 40.00 3.39 29.03 aozs 21 50 334 Selective Ins Group NDo 52.00 6.67 3e.8a 52.00 31 00 ee
Marsh & McLennan NYS 74.00 1.20 42.31 7525 44 00 1525 Frontier Insurance Group NYS 65.06 o.as 70.10 65.50 az.63 223 Sphere Drake Holdings NYS 8.63 —0.72 282 1050 8.13 273
Poe & Brown NDQ 36.00 141 as585 37.50 2350 61 Gainsco Inc NYS o.38 a17 2.60 10.88 813 280 TIG Holdings NYS 31.69 -o7s 646 3800 26.38 793

BROKERS AVERAGE 176 27.42 General RE Corp NYS 190.00 267 2044 19000 14075 794 Titan Holdings Inc NYS 2363 0.27 4318 2a2s 1275 161

Gryphon Holdings NDo 16.38 738 1593 1638 1200 19 Toklo Marine & Fire NDO 6338 1.55 3592 6600 4200 16

INSURERS/REINSURERS Guaranty National Corp NYS 24.31 127 as1s 2875 1350 a0 Torchmark Corp Nys 7381 216 ae1e 7381 aozs  e72
ACE Ltd NYS 77.38 3.69 28.69 77.38 a0.88 812 Harleysville Group NEO 3 a8 ooo 24.18 3838 2450 65 Transattantic Holdings NYS 10356 3.56 2865 10400 ©65.00 es
Acceptance Insurance Cos NYS 22.04 6.38 16.14 2313 1700 53 Hartford Steam Boiler NYS 5500 377 1860 55.00 42.75 110 Travelers Aetna Property NYS 4144 501 17.14 a163 2313 509
AEGON N Vv NYS 7281 a9s 15.12 7663 42 25 2750 HCC Insurance Holdings NYS 27.00 0.00 1250 5275 21.50 397 Travelers Corp NYS 66.69 a1 46.97 sess 2913 6661
Aetna Life & Casualty NyYs 10538 138 s1.72 112 75 55 38 2473 IPC Holdings Ltd NDO 27.50 185 2291 28.13 1950 e Trenwick Group Inc NDO s8.25 -o33 24.05 39.63 30.75 60
AFLAC Inc NYS 5081 0.12 1886 51 38 2825 799 ITT Hartford Group NYS 86.44 3.06 28.06 86.88 so050 792 Unico American Corp NDO 11.00 115 115 11.25 713 °
Allied Group Inc NYS 3s.19 1.20 20.11 4125 2238 108 LaSalle Re Ltd NDO 31.75 628 855 31.75 2100 153 Unionamerica Holdings NYS 21.00 151 1831 21.44 1a7s az
Allmerica Prop & Casualty NYS 3331 o.57 o.67 3331 2563 a3 Lincoln National NYS 66.13 203 2595 s863 4075 1045 United Fire & Casualty NDO 37.75 o.67 709 4000 2975 8
Alistate Corp NYS 77.50 ass 33 91 77.50 40 88 3032 MAIC Holdings Inc NYS sss8 1.24 17.71 41 38 2825 27 Unitrin NDo 61.38 150 10.00 6288 aa.2s aes
AMBAC Indemnity Corp NYS s0.06 215 2062 84.50 47.00 352 Markel Corp NYS 12300 0.00 4333 132.00 83.00 16 UNUM Corp NYS as.19 320 2509 46.50 2838 °73 .
Amencan Bankers Ins NDO 67.75 1027 3252 69.13 3950 735 MBIA Insurance Group NYS 11300 2.59 1753 12200 73.00 293 USF&G Corp NYS 2a.69 260 1826 25.00 1500 1479
American Financial Group NYS 4313 222 14.24 4313 2863 s93 Meadowbrook Insur Group NYS 25.31 176 20.54 30.25 1525 as Vesta Insurance Co NYS 4638 2.06 a7.81 49.00 24a.50 260
American General NYS a0.56 zoe 21.25 49.63 34.00 1636 Mid Ocean Ltd NYS seoe azo 6.79 56.38 38.13 230 Washington National NYS 28.56 156 s.86 s07s 2513 326
American Heritage Lite Ins NYS as3ss 8.8 290.05 34.44 1900 101 MMI Cos Ine NYS 26.25 oas 1860 33.38 20.75 o3 Zenith National Ins NYS 2719 o.46 -oes 28.50 24.63 28
American Indemnity/Fin | NDO 1250 0.00 21.05 1400 950 3 Mutual Risk Mgmt Ltd NYS 47.04 565 2956 47.94 2688 191 Zurich Reinsurance Centr NYS 39.44 oas 2620 39.50 2838 se
American International NYS 154.63 3.04 az.84 154.63 20.13 2273 NAC Re Corp Nvs a7.75 338 40.06 40.00 3028 252 INSURERS/REINSUREAS AVERAGE 2.05 2108
Aon Corp NYS 53.13 2.04 28.27 5338 31.75 o70 Navigators Group NDo 1813 2.1 -oea 2025 15.75 41
Argonaut Group NDO 30.00 127 244 32.25 2675 77 Nobel Insurance Ltd NDO 1488 083 1841 1538 1100 55 HEALTH MAINTENANCE ORGANIZATIONS
Baldwin & Lyons Inc NDo 20.63 2as 1224 2263 1738 a7 NYMagic Inc NYS 2063 123 14.58 2113 1700 3 Healthsource Inc NYS 2175 -oz9 65.71 21.88 o.75 280
BeRley W R Corp NDa s9.25 2.60 1675 s9.25 40.25 143 Ohio Casualty Corp NDO aszs 169 27.46 47.50 3000 340 Humana Inc NYS 23.00 o.55 21.05 24.75 15.00 2206
Berkshire Hathaway Inc NYS 47200.00 —osa 38.42 48600.00 30500.00 ° Old Republic Int | NYS 5144 3.50 1752 5144 20.63 540 Oxford Health Plans NDO 7681 522 31.16 76.81 27.69 5391
Capital RE Corporation NYS 53.88 o.70 1555 54.31 3300 o9 Orion Capital Corp NYS 77.00 301 25.97 77.00 47.88 71 Pacificare Health Sys NDO 6163 379 2a1s 8625 5550 896
Capital Transamenca Corp NAS 2700 141 1220 27.50 1238 o4 Partner Re Ltd NYS 3825 o.e6 1250 3s.e8 25.63 3os Saleguard Health Enter NDO 10.50 o.59 40.00 22.50 o.63 o2
CapMac Holdings Ltd NYS 32.81 169 -o94 s6.88 22.50 128 Penn America Group Inc NDO 1850 o.00 4419 1550 o63 1 Sierra Health Services NYS 3119 142 26.65 sass 2238 164
Capsure Holdings Corp NYS 1250 oss 8.70 1888 s.00 123 Philadelphia Cons Holding NDO 23.00 112 a1.04 3525 16 75 4 United Healthcare Corp NYS s3.00 oos 1778 s6.75 30 00 4801
Centis Group Inc NYS 22.00 353 12.10 22.00 1488 o4 PXRE Corp NYS co o4 139 25.00 31 44 22.25 194 Wellpoint Health Networks NYS a7.63 353 38.55 s125 23.38 784
Chartwell Re NYS 30.88 422 1542 30.88 2100 186 Reliance Group Holdings NYS 1244 311 36.30 1275 &.s50 ss3 HMOs AVERAGE 182 1709
Chubb Corp NyYs 68.81 1.85 2802 ess1 aoss 1895 Rellastar Financial Corp NYS 75785 475 3117 7575 4000 azo ALL COMPANIES AVERAGE 1.88 2187
CIGNA Corp NYS 18681 422 se7s 18725 10550 s06 RenaissanceRe Holdings Ltd NYS sz 164 1705 4125 2675 201
CNAAlanctal Corp NYS 11025 513 s04a 11a7s osss zos Risk Capital Holdings NDOo 21.75 482 1226 21.75 1588 277
EMC Insurance Group Inc NDO 1294 236 781 13.50 1050 9 RUCorp NYS 3650 318 .36 36.75 2338 36

Top advancing issues American Bankers Ins, American Heritage Life Ins., Gryphon Holdings. Leading decliners- EMC Insurance Group Inc, Hilb, Rogal & Hamilton, CapMac Holdings Ltd Most active issue. Travelers Corp. The 8/Index rose 1 5%; the
Dow Jones 30 Industrials gained 2796, the S&P 500 increased 3 3% and the NYSE Composite gained 3 1% Average P/E- Brokers, 19 6, Insurers/reinsurers, 43 0, HMOS, 32 0 System design Nordby International Inc



