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update:
Agent Orange makers
offered defense by judge

UNIONDALE, N.Y.-A federal judgehas
allowed a class action suit against manufac-
turers of the herbicide Agent Orange to go

to trial, but also has offered the companies a

possible defense against claims.

U.S. District Court Judge George Pratt
ruled that if manufacturers successfully

plead the so-called "government contractor
Continued on next page
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Dumping requirements?
EPA apparently will drop rules on pollution cover

By JOHN W. MILLIGAN

WASHINGTON-With the compliance deadline a little
more than a month away, the federal Environmental Pro-
tection Agency apparently will drop its pollution liability
insurance requirements.

Last September, the agency announced that it was going
to suspend regulations issued in December 1978 that would
have required companies handling hazardous waste to buy
insurance or provide other proof that they could pay for any
third-party damages caused by pollution. But the notice of
suspension has yet to be published and in recent weeks the
rumors were that the regulations would not be dropped.

If the rules are dumped, it will be over strong objections
from the chemical and hazardous waste management indus-
tries and state regulators who want a consistent federal rule.
This leaves the EPA caught in the middle with these groups
on one side and the Reagan Administration's philosophy of
limited involvement in what it considers state matters on the

......'*

Florida medical malpractice pool
wants hospitals to fund big deficit

By BILL DENSMORE

TALLAHASSEE, Fla.-Years of artificially low "premiums," a
series of multimillion-dollar jury awards and the apparent politi-
cal clout of the medical profession are threatening the solvency of
a Florida medical malpractice pool.

The Florida Patient's Compensation Fund, a state-chartered, ex-
cess liability pool, faces at least $177 million
in ultimate net losses for six policy years in
which it generated just $78 million in pre-
miums and interest, fund officials say.

And now a court has stopped it, at least
temporarily, from imposing a whopping
retroactive assessment on participating A-
hospitals to bridge the gap.

The hospitals say they are being unfairly 1  :
assessed compared with doctors in the plan, - =
who some say used their political clout to k
guarantee lower assessments even though _
they have higher losses. 3.1

"We have settled several cases on a 6
:when we get the money we'11 pay you' *,
kind of basis, and I was told by the general

Illustration by Jim Bakasetas
manager that those settlements were in ex-
cess of the funds we had on hand and we were counting on the
assessment to pay those," says Richard B. Collins, a fund attorney.

"The solvency of the fund is very much at issue," says G. Bruce
Hill, an Orlando, Fla., attorney representing the hospitals protest-
ing assessments totaling $14 million for the 1978-1979 plan year
alone-twice what the hospitals originally paid in plan fees, or
premiums.

He said the assessments range from $26,000 to $300,000 for each
hospital or about $610 per hospital bed.

The Patient·'s Compensation Fund was established in 1975 by an
act of the Florida Legislature when major medical malpractice

other.

The financial responsibility requirements, as mandated by
the Resource Conservation and Recovery Act, would require
companies that treat, store or dispose of hazardous wastes to
demonstrate their financial ability to respond to a third-
party liability claim following either sudden or gradual pol-
lution.

Compan.es could meet the standards with commercial in-
surance coverage, a letter of credit, a trust fund or a bond.

The agency first postponed these regulations last Septem-
ber (BI. Sept. 14, 1981) and promised that a formal notice of
suspension would quickly follow. That notice has been de-
layed several times (BI, Jan. 4), but time is running out since
the regulations take effect April 13.

Complained one environmental consultant, disheartened
by the frequent delays: "EPA takes so long to do anything.
It's typical. I don't find it unusual. Unconscionable, yes. But
not unusual."

Continued on page 51

insurers stopped writing business in the state because of huge
losses. The fund provides unlimited liability coverage excess of
$100,000 per claim and $500,000 per occurrence to 120 hospitals in
the state and to about 7,000 physicians and professional association
members.

The state's 260 hospitals must either join the fund or prove by
posting a bond, buying insurance or self-insurance that they can

cover claims of up to $10,000 per claim per
bed, not to exceed a $2.5 million annual ag-
gregate. The state Department of Insurance
checks to make sure hospitals comply.

, For losses under the excess layer, the
. , „   hospitals self-insure the risk, buy commer-

cial insurance or use a state-sponsored joint
underwriting authority.

"We've never had a (retroactive) assess-

ment before and that's what I think the big
E flap is about," says Catherine M. Sims, ad-

ministrative manager of the Tallahassee-
based fund.

Like other pools around the nation, the
} Florida pool underestimated in early years
- the rate at which medical malpractice ver-

·dicts would escalate. However, unlike most

other pools, the statute under which it was created puts no cap on
covered liability.

It also is difficult for the fund to estimate its losses since 1,025 of

the 1,521 claims filed against it are still open.
The situation, brewing for years, reached the boiling point Jan.

22 when Florida Insurance Commissioner Bill Gunter issued an

order requiring fund' members to pay $13.9 million in retroactive
assessments for the 1978-1979 plan year. During that year, fees and
interest previously collected totaled$10.5.million, yet paid losses,
reserves and expensesalready have reached $24.4 million.

Continued on page 47
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Employers rally behind bill
to stop employee lawsuits

Cost control

Benefits backlash?
When insurers' cost-containment practices

collide with rising medical bills, does the
employee benefit manager pay a price in
employee relations? How do benefit managers
handle payment schedules that leave workers
with unexpected bills? Page 13.

The bill-hunters
Insurers and self-insurers are asking for

more frequent medical bill audits to reduce
excessive charges. Page 24. And here's some
of the companies that offer medical claims
auditing services. Page 34.

Negotiating discounts
Self-insured corporations are taking their

cost-containment story directly to local health
care providers and negotiating discounts with
promises of steady business and prompt bill
payment. Page 36.
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-update: J-M did not willfully conceal
Agent Orange trial to begin
Cont:nued from prevtous page
defense," they can assume the government's immunity from hal)il-
ity in the 3-year-old suit asbestosis dangers: Court

According to Leonard Rwkin, a Garden City, NY, attorney for
Dow Chemical Co of Midland, Mich, the ruling means manufactur-
ers will have to prove three things the government establlshed the By RHONDA L. RUNDLE to former Pittsburg, Calif, plant Johns-Manville Corp techni-
specifications for Agent Orange, the manufacturers complied with worker Bob Alan Speake, who suf- cally was not the plaintiff's em-
those specifications and the government knew more or as much as MARTINEZ, Calif -The Jury fers from asbestosts, but denied his ployer so Mr Speake could sue the
the manufacturers about possible side effects verdict in the first of about 1,000 request for $1 million in punitive asbestos maker as a third party out-

Agent Orange was used to defoliate Jungles during the Vietnam lawsuits brought against Johns- damages side the workers compensation sys-
War Some U S servicemen are suing the manufacturers, charging Manville Corp by former plant 44The verdict reaffirms the com- tem He was employed from 1933 to
that exposure to the product has led to skin disorders, personality workers suffering from asbestos- pany's position that there was no 1975 by Johns-Manville Product
changes and stillbirths related diseases lS a qualified vic- willful misconduct," said a Johns- Co , a J-M subsidiary

tory for the asbestos maker Manville spokeswoman The com- Many people have misunder-

Bermuda may extend tax A Contra Costa County Superior pany considers the compensatory stood this case, said George Kil-
Court Ju ry rece ntly awarded damage award high but has not de- bourne, a Pleasant Hills, Calif, at-

HAMILTON, Bermuda-The government may extend its em- $150,000 in compensatory damages cided if it will appeal, she added torney who represents Mr Speake
ployment tax to include offshore companies doing business on the and about 70 other Pittsburg plant
island, Finance Minister David Gibbons says workers in suits against Johns-

"Consideration will be given to proposals later in the year which Manville He said the workers

will have the effect of taxing the notional payroll of international U.S. companies freed from liability compensation exclusive remedy
companies," Mr Gibbons told the House of Assembly rule was not a factor in the case

The finance minister, who recently stepped down as premier, did By STEPHEN TARNOFF Because corporations are consid-
not go into details but did say the tax would be "at an equivalent ered separate entities under the
rate to that currently applied to the payrolls of local companies " BLOOMINGTON, Ill -Four U S companies have been freed from law, an injured employee may be

Bermuda employers currently pay a tax of 5% of employees' an- liability for the asbestos-related disease of a former UNR Industries able to sue a parent corporation
nual salaries Exempt international companies employ about 2,200 Inc worker and could be off the hook in 53 pending lawsuits, too when he lS barred from suing the
workers, almost 7% of the island's workforce McLean County Circuit Court Judge James A: Knecht, citing a subsidiary that employs him, Mr

Mr Gibbons also said the government intends to borrow about $20 procedural flaw, on Feb 19 dismissed UNR, formerly known as Un- Kilbourne explained
million from non-resident insurance companies and other interna- arco Industries Inc, Johns-Manville Corp, Johns-Manville Sales The California Supreme Court's
tional firms in 1982 to provide new mortgage money for the island s Corp. and North American Asbestos Corp from a lawsuit landmark Rudkin vs Johns-Man-

housing market While the ruling applies only to the case of plaintiff Geneva Mau, ville ruling opened the way for em-
the defendants also may avoid habihty for millions of dollars in ployees to sue employers directly if

Special unit to probe METs damages in 53 other cases because of the same procedural error, an an employer's fraudulent conceal-
attorney for one of the defendants said ment of a worker's disease leads to

CHICAGO-The Illinois Insurance Department and attorney This is the second blow to the plaintiffs, who may now end up aggravation of the condition (BI,
general's office have formed a fraud unit to investigate multiple with no compensation March 19, July 28, 1980)
employer trusts that collapse and leave workers with unpaid med.- Continued on page 48 But this cause of action was not

cal bills (BI, Feb 22) Continued on page 47
Calling such METs a leading consumer problem in Illinois, Insur-

ance Director Philip R O'Connor said insurance investigators and
trial lawyers will combine forces to track unheensed insurance op-
erators that provide health insurance to small and medium-sized 20 airlines reveal only half
employers at a low premium, only to go broke at a later date

Hyatt settlements curtailed of $6 billion in liability cover
KANSAS CITY, Mo -A federal ]udge has postponed a decision

on whether insurers should receive "credit" before a Jury for pre- By BILL DENSMORE merely that they met the $300,000-per-passenger liabil-
trial out-of-court settlements they negotiate with victims of the ity insurance requirement for all domestic and US-
Hyatt Regency Hotel skywalk collapse (BI, Feb 8) WASHINGTON-Twenty major U S commercial operating foreign airlines, which also was established

Attorneys for Northbrook Excess & Surplus Insurance Co say airlines buy at least $3 06 billion in liability insurance, by the new rule
they W111 indefinitely continue their embargo on negotiations with new certificates filed with the Civil Aeronautics Board At least one underwriter is concerned that plaintiffs'
victims after U S District Judge Scott O Wright delayed the reveal attorneys will use this $300,000 liability insurance re-
"credit" decision But the actual limits purchased by the same airlines quirement to justify $300,000 as the minimum liability

Northbrook had settled $18 3 million worth of claims against are more than double that, or award due victims of air ac-

Hyatt Corp, Hallmark Cards Inc, Crown Center Redevelopment $65 billion, according to in- , f i / ' P N 3 4 1 f / 0 0 0 'b i  «- ' ' H 1 ' 6,,  1 t ' I t  '  cidents Other insurers andCorp and several other defendants through Jan 25, the date that surance market sources miti, :1 HPIE'111'PH'14:,En:-H, 1:, ' brokers aremost concernedJudge Wright certified as a classaction claims filed by victims The major players in the _» ':4 ., IIi,
The death of 64-year-old John T Dixon of Warrensburg, Mo, on tit!*4» i,H+.4 4144 that the minimum insurance

aviation insurance market
'1111 111, 11 .______ requirement will increase

Dec 1 raises the number of people killed in the collapse to 114 but not always their stakes f» ,_ - --%25- the rates charged smaller
also are revealed for the f rst . , airlines

University settles DES suits time in the certificates re- -24*Ej;911011** Aviation insurance un-

quired under a new CAB -1 ++1-3 + t-r.rti·-f -1-1-Mt FH-t,
-" FF- -rHA·4\+ FFI

lili derwriters and brokers are
CHICAGO-The University of Chicago has agreed to pay rule effective last month :FIFF= still debating, however, the

$225,000 to three women, including former U S Rep Patsy T Mink USAIG, the common L [: 111'' , Min,:Itit tit 7 additional requirement that
of Hawaii, who say they were given the anti-miscarriage drug DES name of the New York- lE-rl''li '"; , TI,",1,22 42 ; insurers cannot deny cover-
by the university without their knowledge during the 1950s based pool of domestic insur- Illustration by im Bak tas age in an accident involving

The settlement, negotiated during a trial mU S District Court in ers entitled United States a violation of federal laws
Chicago, also calls for the university to provide diagnostic examma- Aviation Insurance Group, appeared Inost often on the Such exclusions have been common on policies for
tions to children exposed to DES as a result of their mothers' partici- certificates filed by the 20 major U S commercial air- smaller airlines
pation in the university study The women sought compensatory lines Lloyd's of London was the second most fre- The highest liability limit disclosed by a major U S
damages of $70,000 each and about $2 million in punitive damages quently named insurer carrier was $400 million on the certificates filed for

Many of the major airlines detailed their insurance Delta Air Lines and for Western Airlines, a Business
Women file Dalkon Shield suits programs in the certificates filed to comply with the Insurance review of the certificates found The certifi-

Feb 23 effective date of the CAB rule Others stated Continued on page 49
LOS ANGELES-Nineteen women are seeking $11 8 million in i

compensatory and $91 2 million in punitive damages in separate '
lawsuits filed in a Los Angeles federal court against A H Robins Co
Inc, maker of the Dalkon Shield intrauterine device Pension promise should be kept: Suit

The plaintiffs, all represented by San Bernadino attorney Douglas
F Welebir, allege that use of the device caused them serious injury, By JERRY GEISEL Lidz pension plan required for first the Employee Retirement Income
including spontaneous abortion, blocked fallopian tubes, sterility, and full vesting Security Act of 1974, Congress
ovarian failure and perforation of the uterus Mr Welebir said he WASHINGTON-After working Although the defined benefit created the Pension Benefit Guar-
will file 35 more lawsuits against Robins in the next two weeks for Lidz Brothers Inc , a New plan had insufficient assets to pay anty Corp , a federal agency that is

York-based button wholesaler, for vested benefits when the company supposed to guarantee workers'
35 years, Saverio Ramputi thought terminated it in May 1978, Mr pensions when a plan folds with in-index he had earned a pension Ramputi still thought he'd get his sufficient assets, as the Lidz plan

His length of service exceeded pension did

the 10 years of employment the Just four years before, as part of But Mr Ramputi has yet to re-
Around the states 43 Washington 44 ceive a dollar from the PBGC

BI ticker 53 Now, he and Gene Rettig, the
Classifieds 50 Vol 16 , No 10 -Bus:ness In- Captive management directory widower of a former Lidz em-

Comings&goings: buyers 41 surance (ISSN 0007-6864) 15 pub- ployee, are suing the PBGC, de-
Comings&goings: industry 45 lished weekly at 740 Rush St, The annual Busmess Insurance captive management directory manding that the agency pay their
Datebook 40 Chicago, Ill 60611 Second-class will appear in the April 19 issue pensions, which amount to less
Editorial opinions 8 postage is paid at Chicago, Ill, and This special issue, which will spotlight the developing offshore than $275 a month apiece
Info 20 at additional mailing offices Post- insurance market, including captives, and recap U S captive growth, The suit, filed in U S District
Insurance services guide 52 master Send address changes to will'be distributed to the participants of the annual Risk & Insurance Court in Washington, says the
Letters 8 Business Insurance, circulation Management Society Conference in Washington. PBGC won't pay the pensions be-
Management 32 department, 740 Rush St, Chi- To be included in the directory, write Sallie Drury, Business In- cause the promised benefits re-
Markets 10 cago, Ill, 60611, 312-649-5221 surance, 740 N Rush St., Chicago, Ill 60611, or call 312-649-5398 suited from Lidz's attempt to im-
Perspectives 31 Copyright 1982 by Crain Commu- Don't miss this year's captive management directory The dead- prove its pension plan to comply
Spotlight report 13 nications Inc line to return forms is March 26 with ERISA

Continued on page 48
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Worker fitness plan
wins savings, honors

By MARGARET LeROUX

RESEARCH TRIANGLE PARK, N.C. An employee fitness program is sav-
ing money for Burroughs Wellcome Co. and winning it honors.

The savings comes from detecting potential health problems among 2,488
..1*, 7, » ' employees at its two North Carolina facilities and reducing absenteeism; the

41 . honor comes from winning the North Carolina Governor's Award for Fitness
and Health in Business and Industry, the first award of its kind in the United

>64 States.
Savings, described as incalculable by the company's director of occupational

" health and safety, were realized when potential health problems were disco-
vered among 196 employees last year during routine physical examinations that
are part of the fitness program. Key to this accomplishment is the company's
operation of a health clinic at its corporate headquarters here and a plant hospi-
tal at its Greenville manufacturing facility.

"It's hard to calculate the monetary savings in a program like this," said G.
Henry Leslie. "We're talking about saving or lengthening someone's life."

The program also has cut the absentee rate at the pharmaceutical manufac-
turer to 3.5% last year from 6% five years ago, the company says.

Continued on page 52Photo: Margaret LeRoux

West Virginia groups pushing bill
to stop suits against employers

By EILEEN NORRIS

CHARLESTON, W.Va.-Business groups in West Virginia are
rallying behind legislation they hope will quash a state high court
ruling that allows workers to sue employers whose disregard for
job safety leads to injury or death.

There are at least 200 individual lawsuits pending in lower
courts against employers in West Virginia, and a $4 million award
-the highest so far-is on appeal.

Another major lawsuit seeks several billions of dollars in dam-
ages for 150 workers at a Monsanto Co. plant in Nitro, W.Va.

It, too, is based on the 1978 Mandolidis decision by the state
Supreme Court, which has the state's business community up in
arms.

In that case, the high court ruled that injured employees who
receive workers compensation may sue their employers for deli-
berately intending to harm them if they can show that the em-
ployer's willful, wanton disregard for safety led to their injury.

Since then, employers have been swamped with lawsuits from
workers.

A coalition representing 85% of the employers in West Virginia
is pushing hard for legislation to grant employers complete immu-
nity from employee suits for work-related injuries.

The bill also would extend workers compensation benefits to
employees who are injured because of the employee's willful mis-
conduct, disobedience or self-exposure and failure to use protective
or safety devices, except in cases when the injury is self-inflicted

or the result of intoxication.

While the workers compensation system in most states covers all
employee injuries, West Virginia's does not cover all injuries that
are an employee's fault.

Although the bill still allows employee suits on the basis of delib-
erate intent to harm, it redefines those words to mean "a conscious,
subjective and deliberately formed intention to produce the spe-
cific result of injury or death to an employee."

The new bill requires a showing of an actual, specific intent and
not an allegation of negligence or willful, wanton or reckless mis-
conduct.

Employers in the state were jolted into action last year when 150
workers filed a lawsuit against Monsanto Co.

The employees, who are said to have varying degrees of bladder
cancer and other occupational-related diseases, claim their ill-
nesses are directly linked to the toxic chemicals they were exposed
to at work. Thirty of the plaintiffs are survivors of dead workers.

The suit, filed last year, alleges workers were not adequately
protected against dangerous chemicals at the plant, which manu-
factures paper, agriculture and rubber products.

Their attorney, W. Stewart Calwell of Nitro, says the case is
directly tied to the Mandolidis decision because Monsanto "knew
or had reason to know" its work environment was dangerous to its
employees.

Business, trade and professional associations are contending the
Mandolidis decision erodes the concept of workers compensation.

Continued on page 49

TVA moves nuclear coverage to mutual
By JOHN W. MILLIGAN

CHATTANOOGA, Tenn.-After years
of self-insuring its nuclear power plants,
the Tennessee Valley Authority has de-
cided it can no longer afford to pay for a
major accident.

To offset this threat, where losses can
easily exceed $1 billion, the TVA will join
Nuclear Mutual Ltd., a Bermuda-based
mutual insurance company. Composed of
electric utilities owning nuclear reactors,
NML provides its members with $450 mil-
lion in primary property insurance. This
limit will rise to $500 million on Aug. 1.

The first TVA facilities to be insured
through NML would be three reactors at its
Browns Ferry Station in Alabama.

The TVA will become the first publicly
owned utility to join NML's ranks. Other
U.S. public utilities have insured their nu-
clear reactors with two commercial insur-

ance pools-American Nuclear Insurers
and Mutual Atomic Energy Liability Un-
derwriters.

It also signals the TVA's recognition that
it can no longer self-insure an exposure
which-in a worse-case scenario-could
consume 25% of its annual revenue.

The TVA also is taking quotes from
NML, ANI and MAELU for coverage on its
two reactors at the Sequoia Plant in Ten-
nessee.

In a study conducted by a consultant
some 10 years ago, the TVA estimated its
maximum annual loss from damage to one

of its plants at 4% of revenue, a figure that
made it feasible to self-insure the risk.

But now when losses of up to $1.5 billion
are possible, the maximum annual loss be-
comes an eye-popping 25% of revenue.

And that, notes Howard Higgins, a power
financing analyst in the TVA's Office of
Power, is simply too much.

"From a financial standpoint, we just
can't afford not to have (insurance) in case
we have one," says Mr. Higgins of a really
big accident.

"That's the problem TMI has," he added,
referring to the March 1979 accident at the
Three Mile Island nuclear power plant in
Middletown, Pa. Its owner, General Public
Utilities Service Corp., is faced with an es-

Continued on page 4

Dental charges
peak in the West

By JAMES C. LAWSON

NEW YORK-Corporations.following the
sun to California and Texas are walking into
the nation's highest dental costs, reveals a new
survey.

Dental charges for cleaning, filling and ex-
tracting teeth, the three most frequently used
dental procedures, are highest in the nation in
San Francisco, Los Angeles and Houston, ac-
cording Johnson & Higgins, an international
broker and employee benefits consultant.

And, in Los Angeles and Houston, charges
for these procedures increased more than the
national average increase from 1979 to 1981.

The J&H survey focused on 34 major metro-
politan and suburban areas and was designed
to study charging practices and help com-
panies design dental plans for employees
across the country. It reviewed 5.1 million in-
surance claims from J&H clients filed in 1980
and three-quarters of 1981.

San Francisco and Los Angeles dentists
charged the most for cleaning, $24 compared
with a national average of $18. Houston den-
tists charged $22.

Contined on page 4

Tort reform bills reopen strategy debate
By JERRY GEISEL

WASHINGTON-Enactment of

federal product liability legislation
proposed by Rep. Norman Shum-
way, R-Calif., would be a dream
come true for manufacturers.

But the legislation, H.R. 5214,
may never see the light of day.

The bill, "Products Liability Act
of 1982," would provide solutions to
the major product liability prob-
lems facing U.S. corporations today
(BI, March 1).

But the measure, backed by a

growing number of manufacturers
who have formed a lobbying group
known as the Coalition for Uni-

form Product Liability Laws, won't
get very far in Congress because it
does too much, some lobbyists say.

Introduction of the Shumway
bill, which would drastically re-
duce manufacturers' exposure to
product liability lawsuits involving
older products and cap punitive
damage awards at $1 million, has
reopened a ·sharp debate among
business groups on the best strategy
to get federal tort reform legisla-

tion enacted.

The debate is particularly timely
because the Senate Commerce
Committee this week begins hear-
ings on product liability legislation
proposed by Sen. Bob Kasten, R-
Wis. This is the first time in five

years Congress has made a serious
effort to tackle the tort reform

issue.

In addition, many business and
insurance trade groups now sup-
port a federal solution to product li-
ability problems and this should in-

crease the chances of serious con-

gressional consideration. Five years
ago, insurers favored tort reform
exclusively at the state level.

At the same time, manufacturers
are coming under increasing
pressure to take a stand on federal
product liability legislation.

The Coalition for Uniform Prod-

uct Liability Laws, for example,
sent telegrams to 500 large manu-
facturers last month asking for
support to get a bill passed on the
federal level.

Although no money was men-

tioned in the telegram, it is under-
stood that corporations are ex-
pected to contribute $3,000 and up
to enable the group to carry on its
battle.

The coalition has retained Step-
toe & Johnson, a prestigious Wash-
ington law firm, as legal counsel.

"Three thousand dollars is very
little when you consider what the
transaction (legal) costs alone are in
product liability suit," said a source.

The coalition sees itself as an "ac-

tion-oriented" group whose indi-
Continued on page 6
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Dental costs peak in California and Texas
Continued from page 3

Fillings cost the most in Houston,
$34, compared with $27 nationwide.
In Los Angeles, filings cost $33 and
in San Francisco, $31.

Extractions cost the most in San

Francisco, $26, compared with $21
nationwide. In Los Angeles, the
cost averaged $25 and in Houston
$24

Across the nation, the cost of fill-
ings in 1981 compared with 1979 in-
creased 17%. In Los Angeles the in-
crease was 18% and in Houston

21%.

Likewise, the cost of extractions

in 1981 compared with 1979 in-
creased 17% nationwide. In Los

Angeles, costs were up 19% and in
Houston, 20%.

However, in San Francisco, the

percentage increases in cost f)r fill-
ings and extractions were lower

860

than the nationa- averages, 15%
and 13% respectively.

For cleanings, San Francisco Los
Angeles and Houston all came in
above the national percentage in-
crease in cost. Nationwide, cleaning
costs increased 6%, but in San Fran-

cisco, it was 9%; in Los Angeles,
14% and in Houston. 16%.

In raos- cases, according tc the
survey, newer cities on the West
Coast and in the Sun Bplt had

higher than average costs fir these
three frequently performed dental
procedures.

Thomas G. Patzau, a senior vp
and director of :&H's empliyee

benefit plan department, attributes
the higher West Coast and Sun Belt
dental costs to ":he high cost of
doing business: salaries, equ.pment
and supplies, office rental rates and
other overhead."

Thos,e factors, adds James W.

MeDcr.ald, J&H vp who directed
the survey, affect fees paid for den-

tal services and the 20:t of group
dental benefits.

The lowest charge in the nation
for teeth cleaning was in Cincin-
nati, only 314, up $2 or 17%.

In Lou:sville, Richmond, At-

lanta, Boston and Minneapolis,
deanings only zost $16. $1 to $2
higher than 1979

Be.ides coming .n on the high
:ide of the fee schedule for clean-

-ngs, fillings and ex:ractions, the
2ost of a set of dentres was highest
.n Los Angeles, 130.

Pa:ients needing e. Domplete

upper den ture in Los Angeles last
year paid $381, $35 more than they
paid in 1979 and $54 more than the
national average. Den,ists in Bir-
mingham charged $232 for an

' 1/'

upper denture, the lowest fee in the
country.

Birmingham dentists also

charged the lowest prices in the na-
tion for a pulp cap, $8; porcelain
bridge fused to gold, $182; and pro-
celain crown with gold, $163.

Houston dentists charged their
patients $19 for a pulp cap, leading
the country.

Suburban New York-Northern

New Jersey dentists charged their

patients $308 for a procelain bridge
with gold and $311 for a porcelain
and gold crown, the highest in the
nation for those services

But overall, New York City and
Chicago, traditionally expensive
cities fell in the midrange for cost
for dental services. New York den-

tists charged $19 for a cleaning, $24
for a filling and $21 for a single
tooth extraction.

Chicago dentists charged $18 for
cleaning, $26 for fillings and $21 for
an extraction.

While dental treatment fee

jumps seem high, dental costs have
not risen as fast as the cost of living,
according to the dental industry.

Last year dental costs rose only
an average of 10.2% while the con-

sumer price index rose 13%, ac-
cording to the American Dental
Assn.

"Dentistry really hasn't passed
on the inflation cost to consumers

as have other services," an ADA
spokesman told Business Insur-
ance.

Copies of the Johnson & Higgins
survey can be obtained for free by
writing the firm at 99 Wall Street,
New York. N.Y. 10005.

TVA to insure

three reactors
Continued from page 3
timated $1 billion in cleanup costs.
Through November, it says it also
has paid an average of $24 million a
month for replacement power.

The TVA will purchase $450 mil-
lion in primary property insurance
from NML with a $10 million de-
ductible. The utility's three-mem-
ber board of directors voted Feb. 17

to join the NML organization, and
its membership should be final
sometime this month.

The TVA will pay annual premi-
ums of $3.3 million for property
coverage on the three Browns
Ferry reactors.

The TVA is also considering pur-
chasing replacement power cover-
age from Nuclear Electric Insur-
ance Ltd. in Bermuda.

And while the TVA's customers

might object to paying higher elec-
tric rates to cover the cost of insur-

ance, Mr. Higgins believes most
would prefer this to the alternative
of funding a $1 billion disaster.

''I think we'd be in for much

more criticism somewhere down

the road if we have an accident,

than in this ease where we decided

to buy insurance," he predicts.
The utility serves a portion of

seven Southeastern states, selling
electricity to some 160 municipal-
ities and cooperatives.

The TVA did receive coverage
quotations from the ANI and

MAELU risk pools on its Browns
Ferry plant before deciding to go
with NML.

"The quote (from NML) was bet-
ten frankly," Mr. Higgins says.

Public utilities have generally
favored the two pools, notes
MAELU Manager Ambrose Kelly,
since their programs do not include
a post-loss premium assessment.
Under such an arrangement, all
participating utilities help pay for a
major loss, paying a post-loss assess-
ment on a predetermined formula.

NML members are subject to as-
sessments of up to six times their
annual premium. Public utilities
feel they would have trouble ex-
plaining this liability to public ser-
vice commissions, which must rule
whether insurance premiums can

be passed on to the customer, Mr.
Kelly explains.

NML's post-loss assessment re-
quirement was not a big problem
for the TVA, Mr. Higgins said.
Since the program's inception in
1973, NML's maximum assessment
has dropped from 14 times annual
premium to its present level.

When the TVA enters the pro-
gram with its Browns Ferry Sta-
tion, notes Mr. Higgins, this assess-
ment will drop further to 5.6. And
he can envision the day MNL will
eliminate the assessment all to-

gether. I
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You have to get your
boots dirty to earn
a reputation in
construction insurance.
Construction is a roll-up-your-sleeves-and-get-to-
work kind of business. The kind we feel at home with.

At Wausau Insurance, we
have special skills to offer
the construction indus-

try. Our in-depth experi-
ence on many kinds of
projects can help you
compete in the construe-
tion field.
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Check us out in building construction, road and
bridge building, earth-moving, special trades, you
name it - our specialists have been there. On the job.
In the mud. Wherever we're needed.

Our job is to concentrate on the essential services
that will help you control
losses. And when you
work with us by supplying
energy and dedication to
your loss-control effort,
you haye your best chance
of controlling your ulti-
mate insurance costs.

 -* 1 WAUSAU
„, i:*   1== INSURANCE
 1 , :44is  COMPANIES

3.-a + ® WausauNMsconsin54401
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Differing bills reopen tort reform debate
Continued from page 3
vidual members will lobby Con-
gress to get legislation passed.

By contrast, the much larger
Product Liability Alliance, com-
posed mainly of trade associations,
is working to develop a business
consensus on what should be the

key elements in a federal product
liability bill. It does not see itself as
a lobbying group and has not asked
for monetary contributions to sup-
port any one bill.

The two groups do not believe
they are rivals. In fact, Colt Indus-
tries Inc. of New York, the prime
mover behind the Coalition for

Uniform Product Liability Laws, is
a member of the Product Liabiliy
Alliance's steering committee.

"There is room for both groups
since they serve different pur-
poses," one observer said.

But there is growing division on
the reatpolitik of getting legislation
passed. One source close to the Co-
alition for Uniform Product Liabil-

ity Laws, which· has 65 manufac-
turer members, says there is a need
for a hard-line, conservative, busi-
ness-oriented bill, like Rep. Shum-
way's.

"You begin with your maximum
objectives. . .that should be your
starting point," the source said.
"You can compromise, but not be-
fore the battle begins," he added.

But other experts say considera-
tion of a "dream" bill, like Rep.
Shumway's, could turn Congress
away from the entire tort reform
issue.

"I'm sympathetic to that (Shum-
way's) approach," said veteran
Washington observer Tom O'Day,

It's no simple matter to design a satisfactory Group
Health Program with medical costs rising as fast or
fasterthan double-digit inflation. Developinga plan
that provides good employee protection together
with reasonable controls over costs and adminis-

trative details, requires some basic understanding
of the different types of coverage available.

That's why The Bankers Life of Des Moines has
prepared a new booklet covering many of the
things management should know about group
health insurance. It's easy-to-understand. lt's free.
And it provides unbiased, background information
you should have before discussing aplan with any
insurance company even The Bankers Life of
Des Moines.

THE

BANKERS

LI FE
0

BANKERS LIFE COMPANY DES MOINES, IOWA 50307

government relations officer with
the Alliance of American Insurers,
an industry trade group. "But if a
proposal is too far-fetched, you are
likely to lose the whole proposal.
You lose the audience (Congress)
before you have them," Mr. O'Day
said.

"The center has the best chance

of flying," said Les Cheek, the
asute lobbyist and vp for federal af-
fairs for insurer Crum & Forster.

''Congressmen like bills.that offend
the fewest and are supported by the
most," Mr. Cheek observed.

Most agree that Sen. Kasten's
second draft bill (BI, March 1) rep-
resents the center, while the Shum-
way proposal is on the right and a
bill soon to be introduced by Rep.
Henry Waxman, D-Calif., a liberal,
is on the left of the product liability
spectrum.

Although full details on Rep.
Waxman's bill are not known yet,
the bill is not expected to set any
limit on the time in which a con-

sumer must file suit. Rep. Shum-
way and Sen. Kasten's measures
contain such statutes of repose.

Supporters of the Kasten legisla-
Mon concede that the proposal, de-
spite its "centrist" tag, has no
chance of passing Congress this
year. But they say consideration of
a moderate bill now will lay the
groundwork for passage in the fu-
ture.

Under both the Kasten and

Shumway proposals:
• Wholesalers and distributors

would. be immune.from most prod-
uct liability suits unless they also
made the product.

• Manufacturers no longer

Read it and youll find answers to questions
like these:

1. What factors should be considered in addition
to coverages and going-in premium costs?

2. What are the characteristics of a sound group
health plan in a period of rising health care costs?

3. Are there steps that can be taken to control costs
u4thout encountering employee dissatisfaction?

4. What aredrawbacks ofa plan where benefits
are too rigidly defined?

5. What incentives can be built into a plan to
discourage unnecessary or too expensive,
treatment?

To receive·this informative booklet, simply send in
the coupon below, or contact the local Group office
of The Bankers Life of Des Moines. There's no

obligation. We figure the more knowledgeable you
are, the more likely you are to call us.

The Bankers Life - Consumer Services

Des Moines, Iowa 50307

O Please send me your booklet "Designing a Group Health Planr

0 1 am interested in d scussing a plan with your representative.

Name

Cnmpany

Atifirel:

State

Title

7ip

8132

could be held liable for failing to
warn of obvious product dangers.

• Manufacturers would he pro-
tected from product liability law-
suits if their products were altered
or modified without their permis-
sion and the alteration caused the
accident.

• Product liability awards
would be reduced by the extent
that a plaintiff's negligence caused
an accident.

• An employer or its insurer
could not obtain compensation
from the manufacturer to recover

its workers compensation costs in
product liability cases involving
workplace accidents.

However, the two bills differ
dramatically in their approach to
punitive damage awards and the
length of time a manufacturer
should be liable for the safety of its
products.

The Kasten preposal would allow
punitive damages only in cases
where the harm suffered was "the

result of the reckless disregard of
the product seller for the safety of
the product user." However, no cap
would be placed on the amount of
damages that could Be awarded.

By contrast, the Shumway bill
would limit punitive damage
awards to twice a plaintiff's actual
damages, not to exceed $1 million.

In addition, Sen. Kasten's draft
would bar product liability lawsuits
25 years after a product is delivered
in cases involving major capital
goods. No time limitations would
apply for consumer products, home
appliances or in cases where the in-
jury was caused by prolonged expo-
sure to a product.

Under the Shumway bill, con-
sumers generally would be barred
from filing personal injury suits in
cases involving products more than
10 years old.

In cases whire the injury is
caused 'by prolonged exposure to a
product, the statute of repose would
be extended to 15 years.

Thus, in a single stroke, Rep.
Shumway's bill would bar recovery
by thousands of workers exposed to
products like asbestos. The diseases
generated by these types of prod-
ucts often do not manifest them-

selves for more than 15 years.
Rep. Shumway says suits should

have to be filed in a "reasonable"

amount of time to restore more cer-

tainty and fairness to the legal sys-
tern.

But one source says the Shum,
way bill's proposed statute of re-
pose is so extreme that it' is inviting
devastating attacks from consum-
ers and trial lawyers. "It just won't
fly," he said.

Another source close to the man-

ufacturers' product liability coali-
tion says: "No one is under any illu-
sion about the difficulty of getting
that statute of repose enacted. But
you don't start out by selling out," a
reference to Sen. Kasten's decision

to narrow his statute of repose from
what he originally proposed.

In his first draft, Sen. Kasten
proposed a 20-year cutoff for suits
involving major home appliances
and a 10-year cutoff for consumer
goods.

Those cutoffs were removed be-

cause of a recognition that product
liability: lawsuits involving old,
products are, by and large, limited
to manufacturers of capital goods
built to last for decades, according
to an aide to Sen. Kasten.

For the immediate future, one
expert believes only one tort re-
form provision has any chance of
clearing Congress. It is one that
would bar evidence of post-acci-
dent design changes from being in-
troduced during a trial.

That provision is contained in
Sen. Kasten and Rep. Shumway's
proposals. •
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Are you still doing business with the same HPR insurer?

Most insurers give you pretty good HPR
coverage.

But some charge a pretty price for it. A
three-year deposit.

At Commerce and Industry, on the other
hand, you not only work with the most fearless
underwriters in the business, and some of the
best engineers anywhere, but you pay just a
single year's premium.

The rest of your money?
You can invest it. Earn interest on it.

Even use it to give your factory a facelift.
Because it's still your money.
If your present insurer doesn't agree with

that, maybe it's time you stop dropping off
those big deposits.

And consider dropping him instead.
Commerce &Industry Insurance Co.

The AIG Companies.
Let us take the risks.

For more information, contact Commerce and Industry Insurance Co.. Dept. A, 70 Pine St., New York, N.Y 10270.

j
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editorial opinions

A  reasonable' approach
HO'S IN control here?Our special report on employee benefit cost
control reveals one startling fact: Few insurers want to
discuss the specifics of how they decide how much to
pay on medical claims, leaving group health insurance
buyers in the dark about how their employees' claims
are paid.

Many benefit managers don't discuss with their
health insurers how "reasonable and customary"
charges are set, and those charges can vary from in-
surer to insurer.

Considering the consistently rising costs of major
surgical procedures and the general tightening of pay-
ment criteria by insurers and claims administrators, we
see an employee relations powder keg getting ready to
blow up in the face of benefit and personnel managers.

Contract concessions requested and received by the
nation's auto industry teach the business community an
important lesson: Get the support of employees to
make any corporate cost-control technique work, from
production cost reduction to employee benefit cost con-
tainment. To get that support, you need to keep em-
ployees informed.

We recommend that benefit managers:
• Stay constantly in tune with their insurers' rea-

sonable and customary medical fee schedules and con-
sider requesting quarterly summaries of the value of

HMOs can save

employers money
To the editor: Judging from their let-

ters, both Eileen Wilson (BI, Jan. 25) and
C.R. Mykrantz (BI, Feb. 1) apparently
missed the point in my letter (BI, Dec. 28,
1981). I never said that HMOs do not save
money.

The example of $70,000 in paid claims
were claims on those individuals had they
stayed on a fee-for-service basis, not
HMO-paid claims.

The only point to be made in my letter
was that the smart benefits manager must
look at the long-term effect of the HMO
on his other health programs before a
"savings" can be made rather than by just
comparing premiums; I did not mean that
HMOs cannot save money.

If a $5,000 reduction in premiums with
the HMO causes by itself an $8,000 in-
crease in the other plan's premiums, is
there a savings?

The answer would be no, because the
change in the ratio of claims to premium
will, at the next renewal, automatically
adjust the other plan's premiums to com-
pensate for the change in the loss ratio,
thus defeating the value of comparing the
HMO premium with the other plan's pre-
mium to determine savings.

My original letter was a protest of blan-
ket statements made in Business Insur-

ance editorials that could cause more

harm than good when not totally re-
searched.

Norman A. Tapper
Senior underwriter

American BBC Inc.

Carol Stream, Ill.

Inaccurate analysis
To the editor: The Perspective article

by Barry Martin (BI, Jan. 18) comparing
workers compensation systems provided
by state funds and private industry insur-
ance is another analysis that compares
apples and oranges.

I wonder if Mr. Martin's discussion and

conclusions would have been the same if

the private industry loss ratio had been
based on paid losses rather than incurred
losses? Forty percent of the earned pre-
mium for the state funds in Mr. Martin's

letters

T

major surgical procedures.
• Communicate the logic, potential values and liabi-

lities of the R&C system to workers to avoid after-the-
fact confrontations with employees who find they have
unexpected bills to pay.

• Establish and communicate predetermination
agreements with insurers and administrators that
allow employees to check going rates for elective treat-
ments in advance. Giving employees the information
they need to be wise medical care shoppers could do for
medical consumption what unit pricing has done for
buying groceries.

• Make health care costs an important topic in the
benefit communications program.

We also suggest that employee benefit managers get
the specifics on how an insurer establishes and uses
reasonable and customary data when negotiating new
policies. Benefit executives should ask insurers:

• How often are R&C limits revised?

• At what R&C survey level do you pay claims?
• Are you willing to adjust the payment level at our

request to meet employee or community relations
needs?

We have always maintained that a corporation's best
buying decision is an informed decision. We also be-
lieve that a corporation's best way to control costs is to
stay in control of how its money is spent.

exhibit develop a loss ratio comparing
earned premiums to paid losses.

Since the five state funds in which paid
losses are used are monopolistic and have
complete control over premium income,
the need to recognize incurred losses does
not exist. Also, the fact that expenses for
administration and loss adjustment are
not available, and may not be paid out of
premium income, raises serious questions
about the credibility of the article.

Overlooked in the discussion is the sta-

tistic revealing that in states with a com-
petitive state fund, only two funds have
garnered more than 50% of the market. In
those states the funds had a pricing ad-
vantage not available to private insur-
ance.

Paul G. Klein

Leawood, Kan.

Third-party audits
To the editor: Robert A. Chorak's Per-

spective article, "A crucial question" (BI,
Jan. 25), addressed an important matter
that is often ignored by those who admin-
ister self-insurance plans.

It is my personal perception that it is
good business to have a third disinterested
party audit the functions of those who
settle your claims. I agree wholeheartedly
with his comments.

R.H.Loney
Director of safety

General Telephone Co. of Indiana Inc.
General Telephone Co. of Michigan

Fort Wayne, Ind.

N.Y. Regulation 41
To the editor: Your editorial "Better

late than never" (BI, Feb. 8) was highly
appropriate for launching the New York
Insurance Exchange beyond the boun-
daries of New York state for direct busi-

ness. It brings the focus of attention to the
insurance exchange as a non-admitted
carrier and makes me wonder if another

cliche is also timely: "Do as I say, not as I
do."

It is no secret that the NYIE is a pet
project of the New York Legislature and
regulators. While its unique stucture will
create some interesting technical chal-
lenges for gaining approval as a non-ad-
mitted insurer in states outside New

York, it certainly will not encounter else-
where the regulatory hobbles that its own
home state applies to the flow of business
to non-admitted insurers. I'm referring to
the overbearing trade handicaps of New
York's revised Regulation 41, which gov-
erns the use of surplus lines markets.

The NYIE will thrive best in an atmo-

sphere that encourages insurance creativ-
ity. The severe regulation of non-admit-
ted transactions in New York will drive

creativity and insurance commerce else-
where.

There is now a clear dichotomy be-
tween the NYIE and Regulation 41. Time
will tell if it is possible to "have your cake
and eat it, too."

James H. Bryson
James H. Bryson Associates Inc.

Jenkintown, Penn.

Who was punished?
To the editor: I was very interested In

the article, "NRA liable for stolen gun
used in Washington killing" (BI, Feb. 22).

It seems that the man who owned the

gun was in trouble and the importer of
the gun was in trouble. Everyone seems to
be in trouble for having a weapon except
the man who pulled the trigger.

My curiosity is fast at work, and I
would like to know whether the man fir-

ing this weapon was or is in prison or if he
has been released. At least if the criminal

has been justly sentenced, the rest might
be slightly easier to swallow.

Patricia V. Marazo

Sentry Insurance
Miami, Fla.

• Both John F. Hart, the man who fired
the stolen gun, and his accomplice, Joseph
Nicks Jr.. were convicted Of murder. Both
are now in prison, according to James E.
Rooks Jr., the lawyer for the famuy of Or-
lando Gonzales-Angel, the slain man. Two
of the three people involved in the bur-
glary at the NRA are also serving time,
Mr. Rooks added. The third, a police infor-
mant, was released.

Business Insurance welcomes letters from
its readers. Please keep your comments as
brief as possible. We reserve the right to
edit letters for clarity or space. Send your
comments to Letters to the Editor, Busi-
ness Insurance, 740 N. Rush St., Chicago,
nl. 60611.
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Thestrokeofapen
just broughtyou adynamie
new underwriting resource.

The Exchange is now able to accept
direct excess/surplus lines business on

risks across the country.

A brand new market was created on February

18 when New York's Governor Hugh L. Carey

signed legislation permitting the New York
Insurance Exchange to place direct excess/

surplus lines insurance on risks throughout
the United States.

Now, The Exchange will be able to
accept: (1) reinsurance of all kinds, domestic
and international; (2) direct business of all

kinds outside of the United States; (3) direct

New York State business rejected by the Free-
Trade Zone; and (4), pending the approval

of other states, direct excess/surplus
lines business on risks throughout the
country.

Born less than two years ago, The

Exchange has already achieved a remarkable
record of growth. Clearly, this unique facility is
fulfilling a real need. With the way now open
for The Exchange to serve brokers, agents and

risk managers with major underwriting needs,
the future is bright indeed.

The Exchange is a vital and exciting
factor in the world insurance industry.

We're molding a whole new
market for America.

NYO IKSWEIRAIKCCMXCHANGE
For information on The Exchange, contact: Donald E. Reutershan, President. New York Insurance Exchange

59 John Street, New York, NY 10038 (212) 791-0700
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Fighting Health
Care Costs? Here's

Help ... L *. 442=12
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Join these group subscribers- -Press,1*689)
AT&T • Alcoa • Berol • Blue i .a„·«-=„...-

Shield • Celanese • i :
CertainTeed • IN A Healthplan •

Mercy Hospital/Medical Center •
Monsanto • Quaker Oats • 0 7... *

Shell • Sunoco • Trane • .4.- .57-L"ll". r.:
U.S. Army Health Services • . *-*....... +

Here
Westinghouse • Ano many others

Your Health & Fitness

The New Periodical for Employee
Health

0 Your Hea/th & Fitness combines

health promotion with a personal-
ized communications progra n ...
keys to successful cost contain-
ment

0 A cost-effective, ready-to-ise
health and fitness program...

-8¢ to 45¢ per employee per
month

0 Published by an award-winning
leader in the health educaticn field

0 Your company's personalized
magazine... tree cover imprint
and, based upon quantity, fcur

pages every issue for your health
benefits news

For free review cooies and a prospectus, contact: Susan Pinsof, TOLL-FREE 800-323-5471 (Illino s.
312-432-2700) YOUR HEALTH & FITNESS magazine, 3500 Western Ave., Highland Park, IL 60035

Loss reserves funding
offered to self-insurers

Armco Reinsurance Managers
Inc., a newly formed member of
the Armeo Financial Services

Group, is offering self-insurers and
insurance companies a way to un-
load unwanted liabilities for long-
tail risks like workers compensa-
tion and product liability.

Established in January, Armco
Reinsurance Managers specializes
in the marketing of loss reserves
funding.

This enables the self-insurer to

unload contingent liabilities for
which it no longer wants to be re-
sponsible and possibly receive a tax
deduction in return. It also allows

an insurance company to escape
from business that may have been
written at a loss to generate cash
flow.

Where is Greenwood, Indiana ?
The LEADING Benefit Consultants and Adminis-rators Know!

So do the LEADING Agents and Brokers!

WHY? Because of our diverse, competitive and expanding portfolio of products and services.

(FOR WHAT'S NEW IN '82 SEEl

I EMPLOYEE BENEFIT DIVISION

I STOP LOSS NSURANCE FOR SELF INSURED

EMPLOYEE BENEFIT PLANS

"Fifty'Plus" (Aggregate and Specific Package
for Groups of 25 or more)

/ Aggregate+Plus

(Designed for Large Groups)

A' Aggregate Only (Designed for Loss Funds
as low :ts $250,000)

9 Greenwood+Plus ($2,500 Individual Deductible
THE L L-IMATE PLAN for small and medium

size companies)

Aggregate and Specifc

I STOP LOSS INSURANCE FOR PARTIALLY SELF-

FUNDED GROUPS -- DOWN TO 10 LIVES

I STOP LOSS INSURANCE FOR SELF-FUNDED LTD

I GROUP LIFE and AD&D

• MANAGEMENT SERVICES FOR SELF-FUNDED
EMPLOYEE BENEFIT PLANS

FOR INFORMATION CONTACT: Karen Arens

I SPECIAL RISK DIVISION

I ERRORS & OMISSIONS COVERAGE FOR
Claims Administrators

Actuaries and Pension Consultants

' Labor Uniois and Officials

I CATASTROPHIC DISABILITY INSURANCE

lump sim Fayments for PTD
Maximum Issue $250,000

I PERSONAL ACCIDENT AND SICKNESS
DISABILITY INSURANCE

TTD Month y Benefits up to 525,000

Lump Sum PTD Benefits up to $1,500,000

9 I SUBSTANDARD DISABILITY

TTD Monthly Benefit up to $2,000

' I PROFESSIONAL ATHLETES' COVERAGE

Individuo, layers
Teams

a' I PROFESSIONAL ENTERTAINER'S COVERAGE

1 • BUSINESS OVERHEAD EXPENSE COVERAGE

FOR INFORMATION CONTACT: Tom Folds

I REINSURANCE DIVISION

Consultation

Treaties Placed

Automatic or Facultative

Individual or Group
Life or Health

 FOR INFORMATION CONTACT: John A. Curran Jr.BROUGHER AGENCY, INC.
LLOYD'S LONDON CORRESPONDENT

P.O. Box BAI
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markets
Loss reserves funding is a rela-

tively new concept, says Charles R.
Miller, vp of the new subsidiary.

A typical example, explains Mr.
Miller, would involve a self-insurer
that retains a portion of risk on a
particular exposure.

This self-retention limit could be

either on an aggregate or per-claim
basis.

Should it decide it no longer
wants to self-insure this exposure,
it can transfer the risk to Armco.

The self-insured would pay
Armco a "discounted premium," dis-
counted in the sense that the pre-
mium is less than the amount of re-

serves equaling the projected loss, he
says. Armco would in turn issue the
company a policy by name of one of
several Armco Financial Services

Group insurance companies.
The policy would cover both

known and unknown losses for

specific years.
While Armco sells the coverage

at a discount, it hopes to make
money by investing the premiums
in either Eurodollars or Eurobonds

with investment maturity dates
pegged to that time when the hea-
viest claim activity is expected to
occur.

And, in addition to getting rid of
unwanted liabilities, the self-in-
surer should be able to claim a tax

deduction on the premium it pays
Armco.

When claims do occur, Mr. Miller
concludes, they are still paid by the
self-insurer, which is later reim-
bursed by Armco.

The transaction is essentially the
same for an insurance company.

In this instance, says Mr. Miller,
it might involve an insurer that
wants to unload liability for a par-
ticular class of business.

If the insurer had $10 million in
loss reserves for workers compen-
sation claims, for example, it would
transfer liability to Armco by pay-
ing a premium of $8 million.

As with the self-insurer, Armco
will issue the insurer a policy-in
this case called a loss portfolio rein-
surance policy. Armco then invests
the discounted premium in either
Eurodollars or Eurobonds.

Once again, the insurer will pay
all claims and later be reimbursed
by Armco.

All arrangements include a pro-
vision that Armco will assume re-

sponsibility for claims should the
policyholder go out of business.
Policyholders also may negotiate to
receive a letter of credit from

Armco, protecting them should the
Armco subsidiary fold.

Armco has yet to negotiate a loss
reserves funding arrangement with
a self-insurer, although Mr. Miller
says it is now working on a few
deals.

Pollution cover

The Hartford Insurance Group is
marketing a pollution liability pol-
icy for gradual and non-sudden
pollution resulting from hazardous
wastes or toxic substances.

The policy offers coverage
against bodily injury and property
and environmental damage of $3
million per occurrence and $6 mil-
lion annual aggregate. Higher
limits are available from The Hart-
ford upon request.

The Hartford developed this cov-
erage in anticipation of proposed
federal regulations-currently
postponed until April 13-which
will require companies that gen-
erate, treat, store or dispose of haz-
ardous wastes to have insurance

coverage for both sudden and non-
sudden pollution incidents. .



CONTROLLING
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Now more than ever,
Blue Cross and Blue Shield
Plans can help you hold
down your health care
costs everywhere you have
a plant or office.

Employee health care benefit
costs are tough to control. But
Blue Cross and Blue Shield Plans
are uniquely equipped to help you
hold down the rising cost of these
benefits (which make up 90 to
95% of your health care dollar).

We can do it because we

have cost containment prog rams
to curtail your benefit costs wher-
ever you have a plant or office.

Other carriers may talk
generally about cost containment,
but Blue Cross and Blue Shield

Plans can demonstrate just what

they do wherever your company
operates. You see, we keep a
computerized profile of each
Plant cost containment programs.
So we can tell you how we saved
more than $1 billion in benefit
costs alone last year.

Write for the new booklet,
"The Best You Can Do For Your
People. And Your Company."
Box 8008, Chicago, Illinois 60680.

® Registered Service Marks of the Blue Cross Association
®'Registered Service Marks of the Blue Shield Association

Blue Cross®
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We're the Group
Agency division e
of Washington
National Insurance

Company. A select
team of highly trained,
experienced profes-
sionals. And it's our policy to help you
outperform your competition.

We know that every group you contact
is as unique as its individual members. So -
we do more than just offer you standard
solutions. We can give you specific group
insurance alternatives, and help you create
a tailor-made protection plan to suit your
dient's needs. But that's only a part of our
plan to give you the competitive edge:

We also provide the added support you
need to give your dients the best
service possible and keep them coming
back for more. Because we're part of a
company with the resources to back you

7·

up. A company with
over $13 billion of Life
Insurance in force.

Washington National.
Our group insurance experi-

ence spans over half a century.
In 1923 we pioneered the Teacher
Group Disability field. Today, we've -

earned a reputation as a leader and *»innovator in many areas of 1

group insurance; induding-
small and large businesses,
health and welfare funds, and
not-for-profit organizations.To help wrap up your next <4*
group, contact your nearest
Washington National Group office or
call (312) 866-3410.

  Washingtonnational
INSURANCE COMPANY

Evansion. Illinois 60201 • A Washington National Corporation Financial Service Company
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Benefit cost control
Insurer rules

leave workers,
bills hanging

By RHONDA L. RUNDLE

Benefits backfire.

That's what happens when an employee is
stuck with payment for more than the coin-
surance portion of a medical bill because the
insurer or claims administrator judges it to be
excessive.

Employees who are asked to shell out big
bucks for medical care that they expect to be
paid by group insurance feel shortchanged.
They may accuse their employer of buying a
cheap insurance package or of deceiving
workers about the true value of health care

benefits.

It's a tough problem that can land in the
lap of an employee benefit manager. Such
employee relations dilemmas may be grow-
ing as insurers respond to pressure for health
care cost containment.

Some employers already have noticed
stricter adherence to reasonable and custom-

ary guidelines by third-party payers-espe-
cially for high-priced surgeries and specia-
lized medical care.

Claims administrators typically consider
hospital and doctor fees ranked within the
90th percentile for a local area to be "reason-
able and customary."

However, charges that exceed those levels
can wind up back with the employee, who
more than likely takes them to the benefit
manager.

Jacquelyn Pellet, corporate manager of
employee benefits at Mattel Inc. in Hawth-
orne, Calif., detected a tougher stance by the
company's health insurer in early 1981.

"We see it on obstetricians' fees-as much

as $500 to $600 cut out of a $1,500 total bill,"
she says. Certain types of surgeries, espe-
cially expensive heart operations, also have
been affected.

"But there are rarely cutbacks on general
office visits," she adds.

The most common benefit reductions per-
tain to major surgeries, agrees Richard
Drake, a consultant with William M. Mercer

Inc. in Los Angeles.
"Most insurance carriers and third-party

administrators do not apply strict guidelines
for medical services other than surgery and
anesthesia. It's not cost-effective," he says.

If an employee is dissatisfied with the pay-
ment, the first avenue of appeal should be
with the insurer. Sometimes additional infor-

mation may be obtained from the doctor or
surgeon to justify a fee over and above the

Continued on next page
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Insurers disagree on G
By EILEEN NORRIS

You hear the phrase "reasonable
and customary charge" and it
sounds like a medical payment sys-
tem that must be fair and logical.

But critics of the system, which
profiles average surgical and dental
charges by geographic area, say it's
inconsistent from insurer to insurer

and from state to state.

Every major health insurer has
its own formula, based on past
claims experience, to calculate how
much a certain medical procedure
is worth by geographic area and
how much it will pay for each
treatment.

Other smaller insurers and

claims administrators rely on the
data base of the Health Insurance

Assn. of America, which collects
and publishes surgical and dental
charges contributed to the data
base by 30 large insurers (see re-
lated story on page 18).

Says one consultant in the field,
"It's like trying to have everyone in
the nation agree on the definition
of 'normal.'

"It's impossible," consultants say,
and frustrating for employee bene-
fit managers (see releated story).

Doctors and dentists compound
the problem. Drastically different
bills for the same treatment vary
from physicians renting office
space in the same building, say in-

Are physicians inflating
health care costs?

Page 21

reasonable' fees
surance industry sources.

And complicating the dilemma
are antitrust laws that say insur-
ance companies can be accused of
price-fixing if they share pricing
information.

Health insurers contacted by
Business Insurance would not give
specific examples of reasonable and
customary charges.

CNA Insurance Co. and New

York Life Insurance Co. refused to

comment at all on the touchy sub-
ject, saying the information was
proprietary.

Of those insurers willing to dis-
cuss how they arrive at R&C
charges, there was little uniformity
of method.

There are few exceptions made
when paying surgical claims on an
R&C basis, he said, but Prudential

does try to recognize unusual cir-
cumstances.

"For instance, if a 400-pound
man is rushed to the hospital at 4
a.m. with an appendectomy and
has.unusual complications, we
might look at that situation and de-
cide to pay a higher fee than is cus-
tomary," he said.

Like Prudential, Aetna Life &
Casualty Insurance Co. produces
new R&C profile data every three
months to keep pace with inflation-
ary changes in medical rates and
has been since 1977, says Gary

Continued on page 16

Medical auditors check

bills for errors

Page 24

Prudential Insurance Co. relies

on its own claim data to calculate

what is a reasonable and customary
charge, says Ed Harris, director of
group underwriting.

For example, 10 appendectomies
performed in the same ZIP code
area would be ranked by the high-
est t6 lowest charge. The charge
that corresponds to the ninth-high-
est charge (90%) would be deemed
"reasonable and customary" at
Prudential and the charges equal to
or below the ninth appendectomy
would be within the R&C level.

Prudential updates its R&C
levels every three months, says Mr.
Harris. Medical costs are increasing
at a rate of 11% a year, he added.

Preferred providers offer
health care discounts

Page 36
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High charges can injure worker morale
Continued from page 13
reasonable and customary charge.

Unfortunately, employees tend
to be skeptical of requests for addi-
tionaI information, Mr. Drake says..
But often such documentation is all

that is needed to explain unex-
pected complications in a surgery
that justify a higher fee.

If the original decision sticks,
then the employee may request
peer review by a panel of dbetors
from the local medical society. The
process can take up to nine months,
but often results in an upward ad-
justment of the reasonable and cus-
tomary limit, says Ms. Pellett.

Physicians are not compelled to .
accept the findings on fair fees by
the peer review committee of the
Los Angeles Medical Assn. But
some local medical societies require

i0

advance agreement by the physi-
cian to accept binding arbitration,
perhaps to avoid subsequent
charges of price-fixing by the dis-
gruntled doctor.

Even if the review process even-
tually succeeds in winning a higher
reimbursement, however, damage
to good employee relations may be
done.

To avoid employee misunder-
standing about reasonable and cus-
tomary charges, many firms are
starting to incorporate information
about these guidelines into an over-
all benefit communication pro-
gram.

Over several months last year, Il-
linois Central Gulf Railroad used

paycheck stuffers to communicate
a number of benefit messages to
employees. One of them asked the

C

C #

i

question: Who pays the difference
if a bill exceeds reasonable and cus-

tomary charges?
The answer: the patient.
"People are reluctant to discuss

fees with their doctor," observes
Tony Cuccio, benefits analyst with
the Chicago-based railroad that
employs 18,500 people. "We en-
courage people to question their
physicians' fees-like any good
consumer."

Illinois Central is asking employ-
ees to take advantage of an inf6r-
mal predetermination plan set up
with the company's insurers and
health claims administrators.

"We ask them (employees) to
find out three things: the surgeon's
fee assuming no complications, an
accurate and complete description
of the procedure and the provider's

DID PHIL EVER
BIND THAT
NAIUCOVERAGE
WE DISCUSSED ?

We can provide blanket or trip coverage, for
personnel and/or their families, in virtually any

Got a key person off to the wild blue yonder?
A quick call to your broker can procure
immediate NAIU accidental death and

dismemberment coverage.

And unlike others in the field, we'll have a written

policy on its way to you within a couple of days.
Usually within a day. A policy you won't need
a Ph.D. in Latin and a magnifying glass
to understand.

4

ZIP codei explgins Mr. Cuccio.
The employee telephones a

claims administrator with the in-

formation and finds out if the

charge falls within reasonable and
customary parameters.

"Our administrators were skepti-
cal initially," he concedes. "They
were reluctant to disclose R&C

guidelines because they feared that
doctors charging below the upper
limit might raise their fees."

Since the predetermination pro-
gram is still new, Mr. Cuccio does
not have a clear picture of how
many employees are using it.

John Garner, a consultant with
Towers, Perrin, Forster & Crosby
Inc. in Los Angeles, suggests the
predetermination approach to
many of his clients.

"Whenever possible, we like em-

-4

combination you need. NAIU manages an
affiliation of solid, experienced companies,
and we're specialists in accidental death and
dismemberment coverage. So we can probably
answer all those last-minute questions a long
time before the last minute.

Your broker should have all our phone numbers
immediately at hand. If not, give him this ad.

National Accident Insurance Underwriters, Inc.
Home Office:

1480 Renaissance Drive

Park Ridge, IL 60068
312/297-1665

subsidiary of"Ung.8

ployees to know if the fee for the
proposed surgery will be covered,"
he explains. Besides the charge,
employees should ask for the pro-
cedure number, which will help
claims administrators pinpoint the
precise treatment, he says.

"M6st insurers don't like to make

commitments over the telephone
because unforeseen complications
can change the picture," he adds.

Insurers also balk at the adminis-

trative costs of providing such a
service to their policyholders, he
says.

Joe Outram, an assistant vp of
the Equitable Life Assurance So-
ciety in Los Angeles, disagrees. He
says most insurers would cooperate
with a predetermination request.

"We're happy to do it anytime
somebody wants to check with us,"
he says. "Of course, if the person
uses the wrong words to describe a
surgical procedure, then there's
going to be a lot of confusion."

Although Mr. Outram is not
aware of any Equitable policyhold-
ers that have a formal contract to

receive a predetermination service,
some "involved personnel manag-
ers" regularly check with the in-
surer on behalf of employees who
need medical treatment.

Harris Trust & Savings Bank in
Chicago also uses predetermination
of medical benefits. "The proce-
dure·requires surgeons to describe a
surgical procedure prospectively
just as dentists do," explains
Thomas Parfitt, vp in charge of
benefits.

Since Harris Bank administers its

own health insurance plan, which
is written by CNA Insurance Co., it
can respond quickly to an em-
ployee's request for predetermina-
tion unless the proposed surgery is
highly unusual or complicated.

But few employees exercise the
option, reports Mr. Parfitt. It may
be because of a strong reluctance to
ask the doctor what the treatment

may cost. Or it may be because
Harris Bank has not had much ex-

perience with bills that exceed rea-
sonable and customary levels, Mr.
Parfitt suggests.

Who should be fighting the battle
of the overcharges? Most benefit
consultants emphasize the need for
insurers and health claim adminis-

trators, not employees, to take the
initiative in contacting providers
when fees exceed reasonable and

customary levels.
"The employee is not in the

health care business and doesn't

know how to respond when a claim
is paid at a lower level," says
Mercer's Mr. Drake.

Reasonable and customary
charges are not a cost-containment
device; they merely shift costs to
the employee, adds Sam Kaplan,
president of U.S. Administrators, a
health claims administration com-

pany based in Los Angeles.
"When we have determined a

bill is excessive, the provider gets a
call from a physician trained in the
same speciality who asks for addi-
tional information to justify the
claim. About one-third of the time

such additional information is

forthcoming," says Mr. Kaplan.
About 60% of the time, the doctor

is told the charge is unreasonable
and is asked to reduce the amount.

"If the physician persists, and as-
suming the employee never agreed
to a fee at the outset, we go to court
and hold the employee harmless,"
says Mr. Kaplan.

"A physician can't justify an un-
reasonable charge if the cost was
never discussed with the client. We

can march in our expert witnesses
who explain reasonable fees."

Mr. Kaplan said the company has
pursued several cases into court
and has not lost one yet.

"Somebody has to go out and do
battle for the patient," he says. .
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Ever get that sinking feeling?
That feeling that comes when
your client who never takes "no"
for an answer gives you a risk
nobody wants to handle, and a
deadline that has to be met?

Instead of giving up hope,
give The Power Brokers a call.
We can lift your spirits in just
about no time at all.

Because when you contact
us, we make it our business to
get back to you with a competi-
tive quote-even on the most
difficult E&S placements-in a
fast 47 hours or less.

We have the markets, we
have the capacity, and we have
the experience to do it. (You
might also like to know, we pay
top commissions, too.)

So don't let a tough risk get
you down. Next time, call onThe
Power Brokers first.

We can't stop the clock, but
we can put time-and quite a bit
more--on your side.
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Holyoke, Massachusetts 01041
Telephone: (413) 538-8261
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Insurers differ on what is  reasonable'
Continued from page 13
Schade, director of claims relations.

"Each time we process a claim,
it's entered into our computer by a
procedure code that identifies the
service. The doctor's identification

number ties the claim to a certain

geographical area," says Mr.
Schade.

The amount and date of the

charge is fed into the computer and
every three months an R&C profile
is produced that arrays the charges
made for each service, he says.

Aetna pays at the 85th percentile
of all like claims recorded in a geo-
graphic area. So, 15% of all charges
would be above Aetna's prevailing
R&C rate and 85% will be equal to
or below what the insurer is willing
to pay.

"The doctors' charging patterns
vary so there are substantial varia-
tions in charges from area to area,"
says Mr. Schade.

"And we're always looking at 12
months of claims data, so when we

e

add on a new quarter, we drop off
the oldest three months of claims

experience.
"We've found that most doctors

charge less than the maximum
R&C level," he adds.

R&C levels are not calculated for

hospital room and board or ancil-
lary fees so insurers usually pay
whatever a hospital charges for a
semi-private room.

"The charges for room rates vary
tremendously," said Mr. Schade.
"Chicago, New York and Califor-

nia are a lot more expensive than
Mississippi.

There have never been R&C

guidelines for hospital rates, pri-
marily because unions have always
bargained for full coverage for em-
ployees, theorized Prudential's Mr.
Harris.

"There's nothing we can do
about that," he said. "Private insur-

ers have no real basis for negotiat-
ing prices with hospitals, which
hike room rates about 16% every

The Cavalry takes
abold new direction in life
Kemper is reducing rates
and increasing discounts
and maximums for an all-out

assault on the Group Life
Inarket.

We changed our philosophy
about group term life insur-
ance, so we changed our
approach. We changed it be-
cause we wanted to provide
better protection, better serv-
ice, a better product. In fact, if
you haven't quoted Kemper
lately, you're missing one of the
most competitive products in
the business.

We're competitive in rates.
We've revised our entire rate

structure downward. We're

competitive in discounts. We
dropped rates even lower for in-
dustries qualifying for special
discounts.We're competitive in
guarantee issue maximums. In
fact, we've nearly doubled the
maximums in several cate-

gories. Best of all, we're
competitive in commissions.
Our commission structure is

extremely attractive.

And Kemper's flexible. In rates,
in discounts, and in maximums.

We've changed group term life
from top to bottom. But we
haven't changed the way we do
business. Our philosophy of

agent and customer service, our
pride in being the best run
deeper than ever. If you haven't
quoted Kemper lately, you're in
for a surprise.

Contact Group Dept. D-2
Long G rove, 1 L 60049

The Kemper Group provides
comprehensive group coverage in:
Life/A D & D/Medical/Dental
Disability (Long and Short Term)
Group Accident
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Once you compare Kemper,
you'll ride with us.

©1980, 1981, Lumbermens Mutual Casualty Company.

year."
The Travelers Insurance Cos.,

another major health insurer, has
its own system of evaluating 3,000
procedures within specific geogra-
phic areas to establish its R&C
guidelines. It also updates on a
quarterly basis and pays at the 90th
percentile.

"If a geographic area doesn't
have sufficient volume and the

charge looks excessive, we will
look at the larger configuration in
the HIAA data," said Dick Sleezer,

director of group underwriting.
The Travelers says physicians'

charges are increasing 10% to 12% a
year.

"Cost containment is a very cur-
rent topic," he adds, "but R&C
guidelines are only one area. Many
employers are more concerned
about excessive utilization and hos-

pital stays."

Metropolitan Life Insurance
Co. updates its screening guidelines
twice a year, relying, as most large
insurers do, on its own claims data
first.

In a few instances when its own

data is thin, it will turn to the

HIAA information as a supplement
to its own claims experience, said
George Harper, vp of claims.

But the cost monitoring isn't
much of a cost-control device and

insurers can't do much alone.

Insurance companies, he says,
have to work together to get qual-
ity care at a lower cost.

Connecticut General Insurance

Co. uses a base schedule it devel-

oped several years ago, says Louis
Venezia, director of medical claims
services.

Connecticut General updates its
R&C schedule every six months
based on HIAA data.

"The reasonable and customary
charge is what's being charged. In-
surers don't set it, the marketplace
does," said Mr. Venezia.

Although the insurers feel their
system keeps a finger on the pulse
of the market, many consultants
and administrators disagree.

"But there isn't a consistent

R&C pattern across the country or
even in the same state," criticizes
Joe Rossman, senior consultant

with A.S. Hansen Inc. in Chicago.
"The reasonable and customary

charges for a D&C (dilatation and
curettage) in Chicago can be 30%
higher than 50 miles west of Chi-
cago," he says.

Another health insurance con-

sultant recommends employers use
the HIAA tables at a 90% percentile
rate, but also agrees that the R&C
system is a self-defeating mecha-
nism that does not reflect market

competition.
"Schedules are based on what

physicians are charging, and not on
how much the insurer or self-in-

sured employer is willing to pay,"
says Robert Cardinal, president of
Mass Insurance Consultants & Ad-

ministrators in Chicago.
"A doctor submits a bill for

$1,000, but the insurer's R&C for

the procedure may average at $750.
It's ultimately a catch-up game be-
cause the next time the R&C is cal-

culated out, it's based on what's

charged, which is usually an in-
flated fee," he says.

More and more employers will
be asking their health insurer or
administrator for fixed pricing
schedules for surgical and dental
work, with limits on how much an

insurer will pay for a particular
procedure, predicts Mr. Rossman of
A.S. Hansen.

If the doctor or dentist charges
the patient more than what the in-
surance company is willing to pay,
it will be up to the employee to ne-
gotiate for lower rates, Mr. Ross-
man explains. .
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Prompt payment of claims is
something you should expect from your
reinsurer. Especially in these days of
high interest rates. When a big check is
late, it creates a big problem.

At General Re, we like to solve
problems, not create them.

That's why if we tell you
the check is on the way,
it's probably close at hand.

General
5 Re

America's Largest Reinsurer

General Reinsurance Corporation, Greenwich, Connecticut
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NATIONAL WORKERS'
COMPENSATION SEMINAR

Sponsored By
WORKERS' COMPENSATION MONTHLY

3/25/82 & 3/26/82 CAESARS PALACE
Las Vegas Nevada:

FOR COMPLETE INFORMATION WRITE:
Workers' Compensation Monthly

P.O. Box 829

E. Falmouth, Ma. 02536 Or Call
(617) 548-7023

Complimentary Copy Of WCM
Available On REQUEST
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Group compiles
medical fee data

for its members
By EILEEN NORRIS

NEW YORK-The Health Insur-

ance Assn. of America makes no

bones about it: The organization
wants no credit for putting together
a top-secret list of nationwide sur-
gical and dental charges.

"All we do is provide subscribers
with information on what doctors

are charging for various proce-
dures," says Donald D. Jones, asso-
ciate director of research at the

HIAA.

"It's up to them to interpret the

ination
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To win in the pros you have to play team
basketball. If you let your superstar
center try to do it all, you'll probably
lose.

It's the same in the insurance business.

Winners rely on teamwork. That's why
Argonaut works exclusively through
independent agents and brokers. We
want our insureds to have the combined

expertise and experience of two
insurance professionals.

Whether you need workers'
compensation, hospital liability or other
commercial casualty lines, we're always
ready with affordable, quality coverage.

Independent Agents, Argonaut, and You.

The winning combination.
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<4.--MFArgonaut
Whin piople take your bumineam merioualy.

National Specialists In Workers' Compensation and pospital Liability

250 Middlefield Rd . Menlo Park. CA 94025 (415) 326-0900

data."

The HIAA has been compiling
what it calls its "prevailing health
care charges" for the past seven
years at the request of member in-
surers.

The insurance companies had
asked for the organization's assis-
tance in determining reasonable
and customary charges.

Now some 30 major insurance
companies, each insuring more
than 100,000 workers, contribute

their claims experience data to the
HIAA data base.

The insurers, however, usually
do not use the compiled data solely
because they generally desire cal-
culations tailored to their geogra-
phic and demographic service
areas. They also fear price-fixing
complaints (see related story).

Each member insurer or medical

claims administrator has its own

way of determining fees, Mr. Jones
says, though "many use our listings
as a guide."

However, the HIAA tries for

greatest accuracy. About 5% of the
information that comes into the

HIAA is rejected, according to Mr.

'All we do is provide
subscribers with

information on what

doctors are charging,'
Mr. Jones says.

Jones.

"Sometimes we'll see a ZIP code

that doesn't exist or a charge that is
way above the prevailing norm,"
he says.

"We didn't create a system to let
inferior data in," Mr. Jones says.
"We're constantly checking for
quality data."

The data is neither cheap nor
easily accessible.

Only insurers and claims admin-
istrators can purchase the HIAA's
report on what's being charged by
doctors and dentists nationwide.

"We're not at liberty to give or
sell the information to others," says
Mr. Jones.

"We have to keep a tight lid on
the information. Otherwise, there
would be no incentive to become a

subscriber.

"We don't look for advertising
with this program. It's a service we
provide to our members."

The HIAA doesn't charge data
contributors for the listing, but the
group's 170 other member and non-
member subscribers pay for the
schedule, with fees varying accord-
ing to the number of employees
covered under their medical plans.

Currently, HIAA member com-
panies must pay from $2,000 to
$28,500 for a surgical data output
and $8,500 to $103,500 for a dental
data output. These list doctors' and
dentists' going rates for various
procedures according to ZIP code.

For non-members, the prices
range from $2,340 to $29,650 for a
surgical output and from $9,000 to
$106,500 for a dental output.

The HIAA soon may broaden its
tracking of charges for other medi-
cal services, too.

The association is studying the
feasibility of expanding its program
to include reasonable and custom-

ary charges for anesthesiology and
other non-surgical procedures, but
Mr. Jones would not discuss

whether the group is likely to
tackle the new areas. a

1
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CGOTURN AROUND
A COST CONTAINMENT

PROGRAM OF:

Gait,raith & Gre€n,Inc
Consultants. Administrators & Actuaries

A JAMESCOMPANY

CONTAIN COSTS with a

step-by-step program:

Employer involvement
'Employee implimentation
'Computer Report Software
'66 specific projects to

contain costs.

'FREE COST CONTAINMENT KIT:

Brochure,

Posters, Stuffers,
Magazines, Newsletters,
Sample Computer reports

,"1.I..1tI1t...1..III.I11"."a1.I..1.IIa1.1.

E To: GALBRAITH & GREEN, INC.
2614 South 1935 West

 Salt Lake City, Utah 84119
(80') 973-7300

E. Drew Crowley, V.P. RaD

E Send me a FREE
 COST CONTAINMENT KIT:

E Name:

: Title:

E Address:

: zip

............1.1111.......1.1.1.lili"lilil....111.1..

into

These publications are designed
for benefit managers who are at-
tempting to control the rising costs
of their companies' health care
benefits:

• Northwestern National Life

Insurance Co. has produced a new
package of informational material
entitled "Cost Management Strate-
gies." The package describes cost-
containment ideas and North-

western National's employee bene-
fit services. Brochures are devoted

to Northwestern's computerized
claims services, rehabilitation pro-
grams, services for dealing with
health maintenance organizations
and other services. The free pack-
age can be obtained by writing
"Cost Management Strategies,"
Northwestern National Life Insur-

ance Co., Box 20, Minneapolis,
Minn. 55440; Attention 6115.

Local Currency
PensionPlans.

MadeSimple.
Local currency pension plans aren't
simple. Plans must conform with
local government requirements and
your employee benefit objectives
and philosophies. And for multi-
national companies, large or small,
all this can get very confusing.

GMD Simplifies
Through the Group Management
Division (GMD) of American
International Group, you can gain
access to our unique organization
which operates in over 130 countries
and territories through our network
of wholly-owned or wholly-managed
worldwide companies. All of them
staffed by local professionals in
the countries in which they work.
Professionals who know their coun-

try's changing requirements and
customs. All of them reporting di-
rectly to our headquarters in New
York. Then we report to you.

By working closely with you and
our own international facilities,
we're able to simplify each of your
pension plans.

With a professional staff in just
about any country in which you'd
be likely to establish a pension

plan, we can help you overcome
tangled legal and language obstacles
by putting our local expertise to
work for you.

Find out more. Call Mr. C.C.
Gamwell III, Vice President, at
:212) 770-5060 or 770-7407. Or

mail the coupon below.

GMD will assist in preparing your
plan to conform with local laws.
And we' ll wade through the com-
plex foreign legislation, facilitating Gm[)the establishment of pension plans
for your overseas employees.

We've been doing it successfully for
companies like yours for years.

In fact, we're proud of the many
people around the world now re-
ceiving benefits from us in drach-
mas, francs, marks, dollars, pesos
and virtually any other currency
you can name.

GMD. Your Convenient Single
Source.

GMD underwrites local currency
pension plans in more areas of the
world than any other insurance or-
ganization. So, whether you've ten
employees in some remote Far East-
ern location or thousands around

the world, you can bring them all
together through your convenient
single source-GMD.

4 Division of American international Group

1-------------
 Group Management Division 1

American International Group 1 70 Pine Street
 New York, N.Y. 10270
1 Please send me more information on: 
 E] Local Currency Pension Plans (Specify 

country or countries )
1 0 TCN Pension Plans [3 Local Currency 
 Group Life/Hospitalization Plans 
, Il International Pooling 
 Name 
 Title 1

1

8 Address

1 City

1 State Zip 
 Telephone C )

B.
-------------1

• Blue Cross & Blue Shield

of South Carolina has pub-
lished a new booklet, "Em-
ployee Wellness: A Renais-
sance of Health," which de-
scribes the Blues' wellness
consulting services available
to business and industries in

South Carolina. The booklet

cites reasons for employee
health management programs,
describes the success of the

Blue Cross wellness program
and details the components of
an employee program. A free
copy of the booklet can be ob-
tained by writing the Office of
Health Education, Blue Cross
& Blue Shield of South Caro-
lina, Columbia. S.C. 29219.

• A free catalog of books
about employee benefits is
available from the Interna-

tional Foundation of Em-

ployee Benefit Plans. The 1982
edition of the catalog lists
more than 80 books published
by the IFEBP in recent years.
The publications cover a spec-
trum of employee benefit
topics, including cafeteria-
style benefits and cost contain-
ment. Copies of the catalog can
be ordered by contacting the
Internation Foundation of

Employee Benefit Plans, 18700
W. Bluemound Road, Box 69,
Brookfield, Wis. 53005; 414-
786-7000.

• An employee wellness
and cost-containment pro-
gram is covered in the bi-
monthly newsletter, "Health-
ier Life." For a free copy of
the newsletter write Dick

White, Healthier Life, 4182
Gann Store Road, Hixson,
Tenn. 37343.

• "What Should-Your Com-

pany Get for Its Health Benefit
Dollar?" is a free pamphlet
that gives an overview of
health care benefit cost

issues facing most companies.
For a copy write Jay Wolfson,
Jay Wolfson Associates, 2125
Augusta Drive, Houston,
Texas 77057.

• Prepaid health care
programs are reviewed in the
promotional brochure "A New
Option in Health Care," pub-
lished by INA Corp. For a free
copy write INA Super Service,
Insurance Co. of North

America, Department R, 1600
Arch St., Philadelphia, Pa.
19101.

• "An Apple a Day" is a
free brochure from Mutual of

New York that explains what
employees can do to help re-
duce health care costs. For a

copy write Mail Drop 11-38,
Mutual of New York, 1740
Broadway, New York, N.Y.
10019.

• A booklet on alternative
methods of funding health
care benefit programs is
available from Imperial Indus-
tries. For a copy of "Knowing
Your Alternatives" write Dan-
iel J. McCune, Imperial Indus-
tries, 3200 Wilshire Blvd., Los
Angeles, Calif. 90010.

.

Have a new report, booklet or
promotional brochure you'd like
to send to buyers of insurance?
Business Insurance will describe

your material as an editorial seT-
vice in the Info for Buyers col-
umn. Simply send us a short de-
scription of the material to be of-
fe'red, along with a cost and a
mailing address. Address all con-
tributions to Info for Buyers,
Business Insurance, 740 N. Rush
St., Chicago, IN. 60611.
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Physicians charging
too much: Consultant

By EILEEN NORRIS

CHICAGO-Doctors are in-

flating health care costs by
charging as much as they
think insurers will pay, says
one employee benefit consul-
tant.

And the inflation of these

"reasonable and customary"
payment schedules shows no
sign of abatement, other ex-
perts agree.

As the number of physicians
increases while the population
remains.steady, doctors accel-
erate their fee level to make
up for the fewer number of
patients they are treating,
explains Joe Rossman, senior
consultant in the Chicago of-
fice of A.S. Hansen Inc.

It is these physician charges
-not what insurers and self-

insurers actually pay out-that
are used in calculating insur-
ers' reasonable and customary
payment schedules.

The system creates an in-
centive for doctors to charge
higher fees and eventually in-
crease what insurers will pay,
Mr. Rossman says.

"If a doctor charges $25 for
an office visit and decides to

test the maximum an insurer

will pay, all he has to do is
submit a fee of $35 and the in-
surance company writes back
saying it will only pay $32.
Now the doctor knows he can

get $32 for an office visit and
that's what he charges," Mr.
Rossman says.

"The word gets out quickly
among doctors," he adds. "And
don't forget that higher charge
is calculated into the insurers'
data for new R&C schedules."

Employers who purchase
health insurance coverage for
employees are caught in the
middle. The firms generally
feel there is no consistent pat-
tern of R&C charges across the
country, let alone the same
state, says Mr. Rossman. And
they are correct.

"The charges are not compa-
rable from one level to an-
other," he says.

The higher cost is passed to
the employer in the form of a
higher premium, he adds.

Insurers aren't very happy
with the system either, even
though they created it. They
have found that it is not to

their advantage, he notes.
Although the system's accu-

racy could be improved with
shared data, health insurance
companies, by law, cannot
agree on set charges among
themselves because they can
be accused of price fixing, a
violation of antitrust laws.

But the "abuse" of the R&C

system will be dealt with
sooner or later, predicts Mr.
Rossman.

More and more employers,
and especially self-insured
companies, are seeking fixed
price schedules for their em-
ployees' health insurance.

Many health insurers, he
adds, still offer a group policy
that specifies the maxiumum
amount an insurer will pay for
treatments or procedures.

"The hope is that an em-
ployee will complain to the
doctor that his or her em-

ployer's insurance company
' will only pay so much for the

treatment and that the worker
then is forced to make up the
difference.

"Insurers can't tell doctors to

lower their fees, but their cus-

tomers can," he adds.
Until cost-containment practices

take hold, there is one thing consis-
tent among reasonable and custom-
ary payment schedules-the level
of payment is increasing, an ad-
ministrator and consultant adds.

Reasonable and customary
charges increase at a rate of 18% to
20% annually, says Robert Cardi-
nal, president of Mass Insurance
Consultants and Administrators.

'The claim that's rejected last
month by the insurer gets in there
eventually in another form, but it
introduces a time lag. Ultimately
it's a catch-up game," he adds,
which costs buyers more in the
long run. •

Like A Hawk!
Everyone is talking about

containing today's skyrocketing hospital expenses.
Self Insurers Benefit Services' HAWK

is doing something about it.

HAWK is a hospital audit service using trained registered
nurses who are skilled in hospital staff work.

They know when to pay a bill and when to question.

Whether you are insured or self-insured-whether you administer your
own health care program or purchase such a service from others-learn how the

HAWK can help cut your hospital costs.

For furtherinformation contact C. Kenneth Frantz, President, Self Insurers Benefit
Services at (312) 692-7020. Or write Ken at:

SELF INSURERS BENEFIT SERVICES

IL ·60068222 South Prospect, Park Ridge,
a Ry". Insumnre Gyout, c,impiny

Nowyoucan
get Associated ...
/-800-*/-8666

.toll free!

We've just made it easier for anyone in the con-
tinental U.S., outside of California, to take advan-
tage of Associated's London approach to Excess
and Surplus underwriting needs.

If you are in California our Telex and TWX are
standing by to communicate your needs in a
matter of moments.

Now is the right time to get associated with
the underwriting professionals from Associated
International. Call today toll free!

TELEX 67-7302 AIIC LSA
TWX 910-321-4219

Glli Associated International Insurance CompanyNew Address: 3450 Wilshire Blvd., # 201, Los Angeles. CA 90010. (213) 739-8840, TELEX 67-7302 AlIC LSA
Member Stewart Wrightson Insurance Group. London

, Excess • Special Risk • Surplus Lines • Liability and Property
1 Business accepted through specifically qualified surplus line brokers and reinsurance intermediaries.





INTRODUCING METROMATIC
ANAPPEALINGEMPLOYEE BENEHT

THAT BENEFITS 2 WAYS.
1.YOUR EMPLOYEES GET PERMANENT LIFE INSURANCE ATA DISCOUNT.

1YOU PAY NO PREMIUM COST.
Metromatic is an exciting innova- the insurance at all. The modest pre-

tion from Metropolitan that lets you · ,miums are paid solely by the employee.
offer your people something extrawhich The plan is neither difficult nor
they will really appreciate-something complicattd to administer.
beyond their group term insurance. With your cooperation, Metropolitan

Now you can give your employees will do most all the work. We will
the opportunity to acquire Metropolitan provide the staff necessary to enroll
whole life (permanent) insurance for your employees at your company and
themselves, their spouses and children, handle all the details in preparing the
at a lower premium than they would pay policies. We only ask that you arrange
if they were buylng it independently. to have the premiumsautomatically
And theycan keep this insurance atthe deducted fromyour payroll. There isno
same discounted premium, for as long limit to the number of employees who

as they live (Incidentally; it will can be enrolled and it is available to
continue to build cash surrender companies large and small.
value as long as premiums are For further information, please
being paxl ) address your inquiry to Jim Rollero,

Although you are offering Metromatic Unit, MetropolitanLife
this benefit, you do not Insurance CompanM One Madison

contribute to the cost of Avenue, New York, New York 10010.

43 MetropolitanInsurance ICompanies

\ MEmOPOUTAN REALLYSTANOS BY YOU.
Life/Health/Auto/Home/Retirement

© 1982 Metropolitan Life Insurance Co., New York, N.Y.
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Auditors check for hospital billing errors
By STEPHEN TARNOFF

Insurers and self-insurers, faced

with rapidly rising health care
costs, are asking for more frequent
medical bill audits to reduce ex-

cessive charges and lighten finan-
cial burdens.

By comparing hospital charges
with the items and services ac-

tually rendered, the medical audit-
ing firms are discovering that just
what the doctor ordered is not al-

ways what the patient gets.

"Hospitals make a lot of errors in
their billings," said Richard Man-
del, president of Republic Service
Bureau of Oakbrook, Ill. "The
larger the hospital, the more dis-
crepancies you will find."

"The biggest problem is that hos- -
pitals are. paid as they have billed,"
adds Dr. Alvin Saidiner, president
of PCC/Drug Data Systems Inc. of
Burbank, Calif., which monitors

pharmaceutical, intravenous and
supply costs.

"Hospitals have not had to be

Do you have a client
leaning toward
self-insurance?

'We're there to make sure that the patient
received wha: he or she pays for. We're not

in the business of determining rates,' explains
John Hall of Equifax.

credible," he said. "No one's ever

questioned them."
By becoming the corpcrate con-

sumer's devil's advocate„ auditing

Maybe it's a client who just a few years
ago had never heard of self-insurance. While the
organization was still small you served as the
risk manager, wrote the insurance, and helped
it grow Now it's reached the point where it's
probable that some of the operating risks can
be handled through a self-insurance' program.

Does that mean you're losing a client? [t
doesn't have to. Ask St. Paul Risk Services, Inc.

about how you can continue to serve, even
though some-risk handling changes are being
made.

firms are entering the sometimes
hostile turf of hospitals and dental
clinics, examining the cost and
quantity of services rendered.

Wbrking through you, St. Paul Risk Serv-
ices can provide professional risk management
programs for any organization considering self-
insurance or already actively involved in a self-
insurance program. Well trained consultants offer
a full range of risk management services, includ-
ing cash flow prcgrams and captive insurance
planning, claim administration and auditing, loss
prevention and control. and financial feasibility
and actuarial. studies.

\*3're a subsidiary corporation of St. Paul
Fire and Marine Insurance Compary an affiliation
that gives us more than 125 years of insurance
information and experience to draw from. For
more informatio-1 about

how we can help both agplul:
you and your
client, give
us a call.

RiskPIan
St.Paul Risk Services,Inc.

St. Paul Risk Services, inc. 230 Hamm Bldg. 408 St. Peter St. St. Paul. MN 55102 (612) 221-7203 Telex: 297082

Armed with medically trained
employees, they pour over hospital
records and meet with hospital per-
sonnel to spot and correct errors in
billing.

For their hourly fees, the audi-.
tors produce some savings and
many tales of staggering.medical
bill overcharges:

• A $400,000 bill in one case
contained a $250,000 overcharge
when the level of services for a pa-
tient was wrongly recorded.

• A hospital charged a patient
for 100 pills ordered by a doctor
even though the patient was given
only five. The hospital had resold
the remaining pills.

• A $245,000 bill· for a hemophil-
iac was found to have a $47,000

error mostly in charges for drugs
the patient did not receive.

• A Sun Belt hospital charged
$216 for 24 aspirin tablets.

Most of the overcharges auditors.
spot are not this large and many
hospitals do a good job in billing,
the auditors are quick to, point out.
But medical auditing firms all
claim substantial savings for eli-
ents, from 6% to 40% of medical
fees, which can amount to millions
of dollars.

What are the reasons· for the bill-

ing errors? Auditing firms blame
hospital inefficiency, poor book-
keeping methods and understaff-
ing.

"The hospital and the methods of
billing are what cause the errors,"
said Jeffery Littes, president and
owner of Canyon National Cos., an
auditing firm in Upland, Calif.

Since hospital procedures require
charge slips to go through. at the
time the service is ordered by the
doctor, they often don't track
whether the patient actually re-
ceives the service, auditors agree.

Since orders are often changed,
the patient might never receive the.
drug or services he or she was
charged for.

Utilization errors also crop up as
patients can mistakenly receive un-
necessary or duplicative services,
Mr. Littes notes. He estimated that

errors in hospital bills usually
range from 0.5% to 11% of the total
bill.

No one claims hospitals are out to
cheat the public, although some au-
ditors say this has occurred in indi-
vidual instances.

Auditors' approach to research-
ing discrepancies can differ. Some
firms are neutral observers while

others take a more adversary ap-
proach, often questioning the hosp-
tial rates that are charged.

Some require patient authoriza-
tions before conducting an audit
and some will recommend whether

to pursuse an audit based upon the
hospital's reputation and track rec-
ord for billing accuracy.

Most said they compare the hos-
pital's itemized bill with hospital
records to make sure that they
agree.

"We take each of the items on the

bill and match them against the
medical records- explains John
Hall, products reasearch and dev-
lopment manager for Atlanta-
based Equifax, one of the largest
auditors in the country. "This vali-
dates the services rendered."

After completing an audit, the
firms use various techniques .in
remedying problems.

Equifax takes a "totally objec-
tive" approach, according to Mr.
Hall. This means finding under-
charges as well as overcharges in a
bill and reporting it to the client
and the hospital.

"Whatever we find is what we

report," Mr. Hall says.
Once the audib results are re-

ported, Equifax will not recom-
mend any particular'course of con-
duet to the client even if over-

Continued on page 26
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Business people and professionals find
themselves subjected to more frequent
and increasingly costly lawsuits. The fruits
of their success -from stock portfolios
to yachts -make them tempting targets.

INA examines personal liability ex.
posure and reviews the best forms of
protection.

Americans are taking to the
courts. They sue more often,
litigate a wider range of claims
and win spectacularly larger
judgments than ever before.

As a result, a growing num-
ber of business people and pro-
fessionals are looking into
personal liability insurance.

Many more, however, do
not realize how much they
stand to lose. They're not famil-
iar with the details of their

present coverage or aware of the
extent of their exposure.

The homeowners policy vs.
the golden retriever

Personal injury cases lead to
a large portion of all liability
insurance claims. In 1979, the

last year for which full figures
are available, the average judg-
ment for an injured knee was
nearly $40,000. The average for
an accident that caused a death

was over $350,000. And ver-

dicts of a million dollars or

more were reached in 80 per-
sonal in j ury cases.

The typical homeowners
coverage limits personal injury
liability to $100,000. Other
than automobile insurance, it

is the only liability coverage
many families own. And there
are frequently substantial gaps
in its protection.

Unintentional libel and

slander are not covered by most
homeowners insurance. Nei-

ther is borrowed property-a
country house loaned for a
weekend, a neighbor's station
wagon, even a visiting, valu-
able, golden retriever.

Conspicuous consumption
makes a tempting target

The very hallmarks of suc-
cess in business-a handsome



of Success
residence, a boat, an expensive
car-are also signs a family is
well worth suing.

This does not mean, how-

ever, that a family with fewer,
or less visible, assets is safe. A

massive judgment still could
mean a loss of home or savings.
And if the award exceeds a fami-

ly's total assets, thenfuture earn-

ings can be attached.
Fortunately, increased lia-

bility protection isn't difficult
to purchase or especially expen-
sive. The normal vehicle is g2n-
erally called a personal umbrella
policy. And a million dollars in
added coverage costs as little as
$100 a year.

A personal umbrella closes a
number of gaps that other types
of policies leave open. Owners
of planes, large yachts or rec-
reational vehicles, however,
should make sure these are cov-

ered-since some umbrella poli-
cies exclude them. Those of very

Buying umbrellas in bulk

Once it was unusual for a company
to take an interest in protecting its em-
ployees against illness today some
companies have gone so far as helping
to protect them against lawsuits. Per-
sonal liability umbrellas are available
as part of employee benefit
arrangements. The company
may pay for key employees or
umbrellas may be offered to
all those who wish to buy them. Often
the cost of coverage is lower, thanks
to the economies of scale.

substantial means might want
to raise their policy limits to $ 5
million or even $10 million in

added coverage.

Business and pleasure:
Each has its own liabilities

Personal umbrellas carry
one important caveat: They spe-
cifically exclude all liabilities in-
curred in business. Thus people
who serve as directors and offi-

cers, even if the corporations
they serve are small, would be
well advised to consider special
directors and officers liability
insurance.

Doctors, lawyers and other
professionals must also be on
their guard. Judgments against
professionals have become in-
creasingly costly and very com-
mon. Those with coverage
should periodically review and
update their protection.

INA and other large busi-
ness insurers offer personal

liability umbrellas as well
as more specialized liability
products. One division of INA,
INAPRO, deals exclusively
with professional liability.

The Insurance Company of
North America was founded in

1792 in Independence Hall in
Philadelphia. Today, it iS the
largest component of INA Cor-
poration's international net-
work of insurance and financial

service companies.
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A leap in litigation
Civil lawsuits have grown from an estimated
10 million a year in 1967 to a projection of
14 million cases in 1982.

millions of cases

1967 1972 1977 1982

Source: National Center for State Courts

Sophisticated liability cov-
erage-for individuals, for pro-
fessionals and for businesses-is

typical of inventive products for
which the company is known.

For an informative booklet

on personal liability write INA,
Dept . R, 1608 Arch Street,
Philadelphia, PA 19101.

INA
The Professionals



The Red Phone

It's just one of thousands of phones in The Travelers nationwide
communication network-a network of claim specialists who work

directly with our policyholders when they have questions or
problems with their Group Dental Coverage.

Each of our Explanation of Benefit forms bears
the name and telephone number of the dental claims

specialist assigned to handle your employee's
*fLLESS'ON, individual claim.

' rIPIA)9 When an answer or clarification on a claim

'*cm-=* is needed, your employee can call and speak directly
/=/t.- with The Travelers person responsible. The problem
 #ZSLITI*10GENT /

\-1-/ gets solved and doesn't create extra
problems for your people.Simple. Fast. Direct. It's what you'd expect 

rom The Travelers-the leader in Group Dental
Insurance.

THE TRAVELERS
We're out front and pulling away.

The Travelers Insurance Company and Affillated Companies, One Tcwer Square, Hartford, Connecticut 06115
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ANOTHER REASON WHY
THETRAVELERSIS NUMBER ONE

IN INSURING SMILES.

.
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CONTROLLING HEALTH COSTS
Technology and industry help hold the line

By Harry J. Gray

N INDUSTRY LOOKS at health care today, we
e a major problem: escalating costs.

According to the U.S. Department of Health and
Human Services, total health care costs rose by more than
15% in 1980, the largest increase in 15 years. Hospital costs
rose even faster, nearly 20%, between July 1979 and July
1980.

Business is concerned because we pay a lion's share of
medical bill, either directly through premiums or
indirectly through taxes. Health insurance premiums paid
by employers in 1981 are estimated to have surpassed $60
billion, compared with $50 billion in 1980.

United Technologies' U.S. medical insurance premiums,
excluding dental, amounted to more than $140 million in
1981. At current trends, without any improvement in
existing programs, the company's premiums are expected
to hit $238 million in 1985.

We view medical expenditures as an investment in the
well-being of our workforce. To some extent, higher costs
reflect advances in the quality of care. This translates into
a happier, healthier population and ultimately, increased
productivity. We don't discount the importance of the
achievements of contemporary medicine, and we do not
begrudge legitimate and worthwhile medical
expenditures.

When these costs get out of line, however, they become
a drag on the economy. They add to the cost of doing
business. They make goods more expensive to produce.
They undercut industry's ability to achieve the
productivity growth that's needed to compete
internationally and raise real income and living
standards. These accelerating costs also deter the
expansion of medical technology.

Because of the way health care is financed, patients
have little incentive to try to control rising costs. Between
1950 and 1975, average hospital charges per day rose
nearly 10 times. But during that same period the net
expense to the consumer after insurance reimbursement
remained unchanged, adjusted for the purchasing power
of the dollar.

Today, the primary incentive to control costs lies with
employers and the federal government. In recent years,
corporations have begun working on this issue. Industry
has been cooperating with our insurers, the health care
delivery system and the government.

A new administration, however, has introduced a new
approach to diminish federal involvement and regulation
and encourage competition in the health care delivery
system. This approach will place new pressures on the
private sector.

The weakening of these restraints could give rise to
further cost escalation or it could produce savings. It
depends on how the private sector reacts. Business can
make a contribution by supporting local initiatives where
employees live and work.

Our company is responding to local circumstances in
many cases.

We are trying a new approach in our corporate
contributions. This year, part of our contribution to one
hospital's capital fund drive is contingent on the hospital's
success in meeting performance goals. This sort of
stimulus could produce positive results for the whole
community. We plan to use this incentive approach for all
hospital fund drives that we support.

We encourage our executives to join hospital boards and
the boards of health agencies like professional standards
review organizations and health system agencies. United
Technologies encourages discussion with sectors of the
health care delivery system on a continuing basis.

Harry J. Gray is chairman and chief executive officer of
United Technologies Corp. in Hartford, Conn. This article
is excerpted from remarks he made Jan. 23 to the Ameri-
can Academy of Orthopaedic Surgeons in New Orleans.

In Florida, a location that had no effective medical peer
review committee, we talked directly with local
physicians about fees.

In Indiana, one of our subsidiaries helped establish the
Business Alliance for Health Care Cost Control.

Our insurance coverage is supporting trends to use more
home health care as an alternative to hospital or nursing
home care.

We sponsor an alcohol and drug rehabilitation program,
which enables employees to continue working and
contributing to the company and society while receiving
treatment and counseling.

We operate screening programs, checking thousands of
employees for high blood pressure, diabetes, elevated
blood fats and other conditions. If these conditions are

detected and treated early, we can prevent the
development of serious, costly disease.

In the Hartford, Conn., area, we support a program of
review of medical care on a concurrent basis. The

program was established through the efforts of the county
medical association and supported by local hospitals and
private companies. This approach reviews treatment
while the patient is in the hospital, before unnecessary
costs are incurred.

In some areas, the company gives employees the choice
of joining a health maintenance organization or a
conventional group coverage plan.

In addition, an independent practice association HMO is
being formed by the staff of a Hartford hospital, and this
will provide still another health care alternative for
employees.

As chairman of a company involved in high technology,
I believe we are having a positive impact on health care
and that we contribute to medical cost savings. Too often, I
think, people overlook the contributions made by
technology.

Coronary bypass surgery is one form of treatment that
has been made possible by modern technology. Although
such surgery is very expensive, a study by a group of
Virginia surgeons determined that the operation paid for
itself within an average of a little more than 11/2 years
since people who otherwise would have been disabled
were earning wages and paying taxes, rather than
collecting disability payments.

Technology developed to meet industrial needs has been
applied to the medical field, with beneficial results. Yet,
big-ticket technology, like computerized scanners,
sometimes is blamed for driving up medical costs. But
some medical authorities maintain that high technology is
less responsible for high costs than routine procedures like
blood counts and chest X-rays.

Technology in medicine could significantly change in
the near future. In the past decade, we had an explosion of
medical technology that affected relatively few people,
like open heart surgery patients and kidney dialysis
patients.

In the next decade, we could see more technology being
directed toward a larger number of people, reducing the
cost of routine procedures.

The electronic thermometer is an example of an
non-glamorous device that saves time and, therefore,
money. Work is being conducted on new equipment to
take blood pressure and other routine tests more quickly,
accurately and economically. Diagnostic and research
testing equipment made by one of our subsidiaries saves
money by doing one test in place of several that were
needed in the past.

Advances like those won't make headlines. They won't
win Nobel Prizes. But they will improve the efficiency
and quality of medical care for millions of people.

Technology also will provide better ways to transmit
and collect medical information. Electronic data

processing and communications technology offers great
potential to improve efficiency in the hospital and,
eventually, in the doctor's office.

The private sector also must show that it can better

manage the nation's medical resources.
The Business Rountable recently joined with five

medical and labor organizations, including the American
Medical Assn. and the AFL-CIO, in a voluntary effort to
try to control health costs. Groups that join together to
discuss issues from different points of view demonstrate
the seriousness of this problem and the willingness of the
private sector to address it. I believe this effort warrants
cooperation from all of us.

In the current environment, the private sector will have
to give cost considerations a higher priority than we ever
have before. If we don't live up to the demands these new
responsibilities are placing on us, costs will continue to
balloon.

Then, I fear, the public, desperate about runaway costs,
could pressure Congress toward heavy-handed regulatory
and legislative controls on health care, perhaps even
federal controls. .
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Sharing medical costs with workers
may not curb health care inflation
By William E. Hembree

MPLOYERS SHOULD use extremecaution if they think shifting health

care costs to employees will reduce those
costs.

Much is being discussed about the

desirability of employer involvement in
employee health care costs, and not
without good reason. There is no question
that the effect of fixed deductibles as

deterrents to excessive use have been

significantly eroded by the declining
purchasing power of the dollar. In

addition, many employers have nearly
eliminated cost sharing, such as

eliminating hospitalization deductibles or
individual stop-loss, in the name of
improved security for employees. But now
costs are soaring and planners are
rethinking the advisability of near zero

cost sharing with employees.
As a consequence, many employers are

considering or implementing increased
cost sharing through new payroll
deductions, by increasing existing
deductions or using more admini-

strative provisions more stringently.
Undoubtedly, steps like these will have
the intended effect of shifting a larger

Wittiam E. Hembree is director of the
Health Research Institute in Walnut Creek,

Calif.

proportion of medical costs to employees.
However, there are significant flaws

hidden in cost sharing that employers
should consider. The cost shift could not

only be ineffective, but there are also
reasons why shifting costs to employees
may be counterproductive:

• Employee charges not covered by the
plan, proportions of charges shifted to
employees and payroll deductions are tax
disadvantageous to the employer and
employees.

Although few employees would identify
it as such, $1,000 in medical bills not paid
by insurance requires gross earnings of
$1,200 to $2,000. Although this is offset
slightly if an employee's itemized medical
tax deductions exceed the 3% limitation,

the gross earnings are also reduced by

payments to Social Security. Therefore,
reduced discretionary income may be
translated as increased demands for direct

salary. Over time, the employees' demands
for more money may cost more than if the
employer had paid the $1,000 in the first
place.

• Because of generally poor
communication with employees about

medical care claim payments and
non-payments, employees seldom

understand whether amounts not paid are
attributed to deductibles, charges over
maximums or service charges not
considered "reasonable and customary."

management

Because of this confusion and lack of

effective communication, employees
seldom see the unpaid portion as a
cost-containment feature; rather they see
it as a serious plan inadequacy.
Consequently, they vent their anger at the
plan and their employer rather than at

spiraling medical care costs and providers
that charge too mudh.

And worst of all, because employees are
ill-equipped and disinclined to "bargain"

with providers, they pay without
argument and have no effect whatsoever
in changing the providers' charging and
practice patterns.

• The perception of "entitlement" is

expected to affect costs as well. In
employee benefit theory generally, and
especially in medical care, when an
employee pays part of the cost of the

benefits, they may pass a point of
entitlement that may cause them to
respond to charges differently than if they

had not passed this point.
For example, if deductibles or employee

payroll deductions are increased past the
employee's point of entitlement, he or she
may respond, "I'm paying my part of the

cost, so I'll get my money's worth."
In this case, an employee who passed

this point may not question a weekend

hospital admission when little work would
be done. Therefore, purchasing decisions

made after reaching the point of
entitlement may increase costs rather than
decrease them.

• Employees and dependents are
seldom able to value the quality of medical

services other than by price. Thus, the
physician that charges twice as much for a
procedure is considered "twice as good" as

the physician that charges half as much.
Consequently, because employees gauge
medical procedures by price rather than

other objective criteria, cost sharing may
exacerbate an employee's reliance on price
in judging quality of services.

• In order for employers to contain and
reduce costs over a period of time, the
cooperation and understanding of
employees is necessary. If users are
alienated through a counterproductive
move like cost shifting, they may be far

less inclined to be cooperative in the
future.

• When employers conduct an
employee utilization study, they expect to

find employee use of health care near the
average per-claimant cost. Yet what really
occurs is that a large number of claimants
use the plan significantly less than the
average claimant cost. So a very small
number of employees are high utilizers

who create a disproportionately large part
of the costs.

Thus, cost sharing may cause the large
Continued on neirt page

Baby boom to cause 6 promotion squeeze'
By Kenneth P. Shapiro

TTyHE POST-WAR baby-boom logjam is upon us.
1 In the next 10 years, although the total workforce

will shrink, the number of workers in the 25-to-44 age

group-the baby-boom generation-will increase by
one-third. This age group will grow to more than 50% of
the workforce by 1990.

The disproportionate number of workers in the
25-to-44 age group not only will slow the upward
management flow, but potentially disrupt it as well.

With too many people entering management at the same
level at almost the same time, young men and women
will eventually face a so-called "promotion squeeze."

In the coming years, greater numbers of low- and
middle-level managers will find their career paths
blocked, not so much as a consequence of their abilities
or performance, but more as an accident of birth. Thus,
this human resource dilemma: a management force that
may become overly competitive, more quickly
"burned-out" and potentially frustrated, unhappy and
less productive.

Solutions to the problems of an oversupply of young
managers must encompass a combination of human

Kenneth P. Shapiro is c up at Hay
Huggins & Co. in Philadelphia. His col-
umn on management appears monthly
in Business Insurance.

resource strategies and total remuneration,

organizational design, motivation and training and
development. To prepare wisely, therefore, managers
must consider more than just numbers. They must
examine the experience, values and aspirations of the
baby-boom generation.

Most members of this group, for instance, will be more
highly educated than their predecessors, perhaps with a
better notion of how they want their careers to progress.
Unlike the children of the Depression, few have any
experience with protracted economic hardship. Despite
recent economic fluctuations, most are probably still
imbued with a general faith in the opportunity available

in America-an attitude that flourished as they were
growing up in the years following World War II.

Solutions to the promotion squeeze problem include a
mix of traditional and new techniques for managing a

workforce, including: .
• Total remuneration. Raises for superior

performance will help distinguish and encourage
outstanding achievement, but only where these raises
are significantly higher than any automatic
cost-of-living increase. This will show the "blocked"
manager that his or her contribution is recognized and
appreciated, even though the "promotion" may not be
readily available.

Long-term incentives can create an allegiance to the
organization that could offset any discontent about the

lack of "room to grow."
Flexible benefits and perquisites could ease the

impatience of the talented performer who must wait for
advancement.

• Motivation. For many in the post-World War II

generation, the financial reward is not the dominating
career goal. Young managers are often looking for more
impact and the feeling that their work is important.
Where advancement must be delayed, companies can
take a number of steps to motivate their younger

managers.

Mentoring puts a young manager under the "tutelage"
of a senior executive.

Job enlargement is a creative management technique
that allows young managers who are caught in the
career bottleneck to expand their responsibilities.

Non-linear work patterns can provide an escape valve
for the projected management surplus. Employees who
choose, for a time, not to buck the heavy career traffic

may instead leave the job market for a period of time,
work part-time or change career directions.

• Planning. Companies must develop corporate plans
and policies that confront the blocked managers role in
the organization.

One of the ways a company can accomplish this is to
refine selection and assessment procedures to anticipate

changes in the overall composition of the company's
work and management force and to identify the kinds

of people who can operate well under these expected
conditions.

Careful planning for management succession takes on
a larger importance since the generation that will follow
the baby boom into the workplace will provide a smaller
pool of talent.

Training and retraining programs may increase the
chances that a restless group of potential managers can

overcome the problems of the promotion squeeze and
remain satisfied and productive in their work.
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Physicians, other providers must lead
drive to control soaring medical costs
By Richard D. Quinn III

OE JONES WORKS for a firm thatprovides him with the choice of a good
health insurance plan or joining a health
maintenance organization. -

Joe pays nothing for health insurance,

but he would pay $10 if he and his family
joined the HMO. His potential
out-of-pocket cost for all medical care is
limited to a small deductible and

coinsurance percentage. It would take a
catastrophic illness.for.Joe to incur.

out-of-pocket expenses even equal to the
down payment on his new car.

Joe rarely thinks about health care costs

except at those few times a year when he
gets a bill for a $35 office visit that he
submits to his company's insurer.

Last year, Joe's wife had surgery. She

spent three days in the hospital. As far as
Joe was concerned, the total cost of those

three days was $12.87.
Joe and his wife aren't concerned about

the fact that his employer's
multimillion-dollar health insurance bill

rose by 22% last year. Joe is even less

concerned about the increasing fees
charged by the physicians in his town.

What would it take to change Joe's
attitude about health care costs?

Dr. Bill Green is an independent family

practitioner in Joe's town. Dr. Green
'works about 60 hours a week and earns

$75,000 a year. He considers his fees

reasonable and since he rarely gets a
complaint, he has no reason to believe
otherwise. In fact, he usually never
discusses fees with his patients. His
secretary does all the billing and filing of'
health insurance forms.

He participates in the local Blue Shield
plan because most of the town doctors do

Richard D. Quinn III is president of Per-
sonnel Research Associates in Verona, N.J.,

and editor of the Employers Health Bene-
fits Newsletter.

and it assures him of payment for many of
his services. In reality, the bulk of his
income comes from third-party payments,
not his patients.

Recently, a physician friend of his

talked him into joining an individual
practice association HMO. His friend told
him the move was a good hedge against
the government taking away some of· his
independence.

Why should Dr. Green care about health
costs?

Business, organized labor, patients and
physicians have not acted responsibly on
the problem of increasing health care
costs. The portion of the gross national

product devoted to health care has risen
from 5.9% in 1965 to nearly 10% today. The
cost of Medicare has increased more than

800% in 10 years. A recent survey of the
nation's largest employers by the Health
Research Institute shows average health

care costs in 1980 were $1,015 per

employee. In 1978, the average was $763.
The fact that employers are really

concerned about health care costs is a

myth. A recent wave of articles has

created the impression that employers
have united to control health care costs.

Even though more than 50 employer
health cost-containment coalitions have

been formed, little of substance has been

accomplished. Much of what has been
done is no more than administrative

maneuvering to change funding methods
or shift costs to employees.

A recent survey of 727 companies
conducted by Hay Huggins & Co., a
Philadelphia-based consultant, concluded
no real progress has been made in
containing costs. In 1980, 58% of the

companies reported individual coverage
premiums of $30 or more per month. In
1981, 76% of the companies reported such
an expense. Sixty-eight percent of the
companies provide health benefits to their

employees at no cost, while 40% cover
dependents on a no-cost basis. Employers

apparently will not or cannot change the

health care system
Most labor unions do no better. They

appear to only want more benefits and less
patient involvement in paying costs.

The government's current cost-cutting
idea is price competition. Yet consider
Joe's and Dr. Green's situation. Dr. Green

charges $35 for an office visit regardless of
Joe's choice of health insurance or HMO.

The plan chosen is irrevelant to Dr. Green.
As far as he is concerned, Joe engaged his
services and he is responsible for the

payment of the bill„In fact, physicians
frequently control, if not create, much of
theirown demand. So how can

competition between third-party payers,
the insurance companies, relate to the fees

charged by physicians?
Some people believe that insurance

companies control health care costs. By
creating artificial competition among
them, costs can be controlled.

In fact, insurance. companies have very

little control. It would seem they are in an

ideal position to put pressure on providers,
yet they receive little, if any, direction or
suppoft from employers and patients.
Patients only ask why the insurance
company didn't pay more. And corporate
benefit managers are rarely asked why the
physician didn't charge less.

Competition needs to be started among
providers, not third-party payers, in the

health care delivery system. ·Physicians
control approximately 70% of the medical
costs. Dr. Green must be encouraged to
think twice about his fees and the total

cost of health care, not Joe's ability to pay.

Accordingly, we must structure an

alternative system that will eliminate
cost-related decisions, yet provide
incentives and controls to insure

cost-efficient use. Such a system will be in
direct competition to fee-for-service care.

Real cost containment will occur when

the new system involves a large portion of
the working population and:

• Dispells the idea that, unlike any

other living expense, everyone has the
right to free health care. It is not
unreasonable to expect a minimum level
of individual financial·responsibility.

• Prevents employers from paying i
more than 80% of employee health
insurance premiums. Individuals should
be awareof and concerned about health

care costs, even if they aren't using the
system. Premium payment involvement is
one way to accomplish this.

This does not mean a windfall savings -
for employers. The savings could be used ·
to stimulate more personal savings or
other employee asset accumulation.

• Develops viable alternatives to
fee-for-service medicine. Those

alternatives should draw 30% to 40% of the

population away from private physicians.

Such alternative systems must provide
incentives for efficient use of services and

remove existing incentives for abuse. Such

reorganization should also be a part of that
segment of the system that remains

essentially fee-for-service.
• Educates patients, perhaps through

employer groups, in the basics of health
care economics. They must see a
meaningful relationship between their
20% share of costs and the health care

delivery system. For example, the notion
that high cost means high quality must be
dispelled. How many patients would
question their physician's exorbitant fee if
they had to pay it themselves?

• Makes physicians realize that they
are part of the delivery and payment
functions in the health care system. It
must be made clear that rising health care
fees have been possible only,because of the
existence of third-party payers.

Regardless of other steps taken, no
significant progress toward health care
cost containment will be made until there

is a viable alternative to fee-for-service.

Physicians simply have too much control
and influence over the system for any
scheme to work that does not directly
involve them:

Sharing costs may not be right answer
Continued from previous page
number of moderate users to modify their
purchasing patttern slighty, as found in a
recent Rand Corp. study. But the change
in the moderate.users' behavior affects

cost control less than if the high utilizers
changed their behavior.

Unfortunately, concern about costs is
inversely proportionate to the seriousness.
of the illness or accident that must be

treated. Most employees aren't inclined to
seek more cost-effective providers for
routine medical care. They are even less
inclined when they or loved ones are
seriously ill. Consequently, cost sharing,
in almost all forms, has a minimal

potential for reducing the small number
of high utilizers' costs.

It is important that shifting costs to

employees be called precisely that and no
more. If it is the company's goal to shift

costs to employees in order to achieve
short-term savings, management should

be aware of the pitfalls outlined. And
importantly, management should be fully
aware that the step is not designed or
expected to reduce costs in the long run.

Accordingly, employers should be very
cautious about setting high expectations.
Inform management that cost shifting

will not cause employees to change their
consumption patterns in a way that will

reduce costs. Actually, consumption
behavior might change; but the potential
exists for costs to increase.

Finally, employers must be cautious if

they consider this simplistic step as the
only solution to medical care cost
problems. Not only is cost shifting
ineffective in the long-run, but more
effective measures will have to be started

at a time when implementation is more
difficult and costs will have continued to

increase.

After thoughtful consideration, if an
employer still decides to use cost sharing,

expecting it to reduce costs by changing
consumption patterns, the employer
should eliminate the stop-loss feature of
the plan. The logic of cost sharing,
assuming employees consume differently
as a result of cost sharing, breaks down
when we use a $1,000 or less out-of-pocket

expense cap to protect employees from
large expenses. Thus the small number of
high users will face higher expenses if
they don't spend less on health care.

Also employers considering shifting
costs to employees face an important
decision on whether they wish to shift
costs to individual users of the health care

system or to all employees.
For example, costs may be'shifted to all

employees through increases in payroll
deductions fbr benefits. Costs may be
switched to individuals by increasing. -

deductibles to $500 or $1,000,- removing
combined family or single accident

deductible maximums, indexing

deductibles to increases in the medical

component of the Consumer Price Index
or using percent-of-pay deductibles.

In addition, an employer could use an

ascending coinsurance scale. For instance,
on charges up to $1,000, the plan might
continue paying 80%. But for charges
between $1,000 to $5,000, the employee's

portion would increase to 30%, between
$5,000 to $10,000 the coinsurance would
increase to 40% and so on.

By contrast, there are far more
effective methods employers may use to
control and reduce costs. In addition to

short-term steps, incentives can be
provided for outpatient care, wellness
programs, good health bonuses and

eliminating health-harming habits.
The reward approach is viewed as a

much more positive step by employees. So
actions designed to reward "correct"
behavior will be far more effective than

trying to punish "wrong" behavior.
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Companies that audit medical or dental charges
Here is a listing .of some of the

firms that audit medical, hospital
or dental charges:

• American Dental Examin-

ers lIne.,37 W. 57th St., New York,
N.Y. 10019; 212-755-9700.

Founded in 1976, the company
has 35 major insurance companies
and a few self-insured companies
as clients. It employs 80 dentists
and 44 ncn-medical staffers.

The auditor reviews more ex-

pensive dental claims including
crowns, bridges, periodontal sur-
gery, oral surgery and orthodontic
care. Compensation is on a per-
claim basis. Other offices are 10-

cated in Chicago, Monterey, Calif.,
and Houston, and one will open
soon in Atlanta.

The company's president is Dr.
Robert Leaf.

• American Service Bureau,

8618 (Calf

ME=ICE

EISE
5%{MM

[n addition, if your client is a
railroad, we can provide FELA
(Federal Employers' Liability
Act) for their employees for
specific types 6f jobs.

Talk to the Stewart Smith
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either of these programs.
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211 E. Chicago Ave., Chicagi. Ill.
60611; 312-440-5100.

ASB handle: all types of claims
investigations and hosp.tal bill au-
diting for about 450 insurance con-
panies. The firm has 54 offices na-
tionwide.

Principal ofricers include Rcbert
F. Richardson, president; Glenn D.
Smith, vp of operations; and H.S.
Rhoads, vp:of marketing

• Canyon National Cos.. Box
1808, Ontario, Calif. 91762; 714-54€-
7617.

The firm provides a variety of
claims auditing services and oper-
ates in California, Arizcna and Ne-
vada. Canyon generally charges an
hourly fee for service.

The prisiden: and owner is Jef-
fery Littes.

• Equifax Inc., Box 408., At-
lanta, Ga. 30302.404-885-8000.

Speed and expert service are
what :ount on RAILROAD

EROTECTIVE LIABILITY

coverage for your contractor
dients. We give you Erm quotes

and immediately bind·up to
$5,000,000. We can,arrange higher
limits within 24 hours.'That's *e

kind of service that makes a difference
when a. contractor has to meet a

bid deadline, documented·by his
insurance·coverage. Thars the kind of

service that comes fromaocess to the

right·markets, andyears of experience.
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Equifax provides hospital audit-
ing services on behalf of various in-
surance companies and self-insured
corporations. The company has 250
employees in offices in all 50 states
and several foreign countries. Cli-
ents are charged an hourly fee.

The president of Equifax Ser-
vices, the hospital auditing division
of Equifax Inc., is Dene Merringer.

• Medata Inc.. 801 North Park-
center Drive, Santa Ana, Calif.
92705; 714-953-1770.

Medata reviews medical-bills for

60 insurance companies and some
self-insured employers. It has 190
employees and also reviews medi-
cal bills for workers compensation
claims and no-fault automobile
claims in New York. Bill audits are

charged on the basis of how many
procedures are reviewed while hos-
pi-al auditing is compensated at an

hourly rate.
The firm operates in California,

New York, Florida, Massachusetts,
Hawaii and Arizona.

The president is Dr. Constantine
Callas.

• National Dental Consul-

tants, Box 14, Islip, N.Y. 11751;
516-581-2350.

The firm was founded in 1976

and has more than 75 clients,
mostly insurance companies. Na-
tional Dental performs claim and
record reviews, physical examina-
tions and appears at arbitrational
litigation.

It has offices in Boston-Lexing-
ton, Mass., Fairfax, Va.,-Washing-
ton, D.C., Atlanta, Puerto Rico and

San Francisco. It will be opening a
office in Chicago this year.

• PCC/Drug Data Systems,
Inc., 828 Hollywood Way, North

]

Burbank, Calif. 91595; 213-843-
8551.

Founded in 1969, the company
has more than 1,100 clients includ-

ing insurance companies and cor-
porations that self-insure workers
compensation and employee bene-
fit programs.

It monitors cost of drugs, IVs and
supplies with a full-time staff of 68
people. All accounts are serviced
from the California office. Its presi-
dent is Dr. Alvin Saidiner.

• Republic Service Bureau
Inc.,2603 W. 22nd St., Oak Brook,
nl. 60521; 312-789-2999.

Formed in 1963, the nationwide

company serves insurance com-
panies, third-party administrators
and self-insurers. Charges are
based on the amount of the hospital
bill audited. Its president is Richard
Mandel. m

Dental expenses under scrutiny
Following the growth of medical

claims auditors comes a new breed

of health care fee-watchers: the

dental claims auditing company.
Among this new group of audi-

tors is National Dental Consultants

of Islip, N.Y., which audits dental
claims under insured group benefit
packages, according to Dr. Charles
Silberstein, its national director. -

The firm makes sure that there

are legitimate reasons for the den-
tal work being provided and that
treatment for an employee falls
within the employer's insurance
contract.

For every dollar a client spends
with National Dental, it saves $10
or $11 or an average of 30% of
billed fees, the firm says.

Other firms offer similar ser-

vices

American Dental Examiners Inc.

of New York City, for example, re-
views employee claims to make
sure that they conform to the em-
ployer's insurance contract and
helps insurers design equitable
master insurance contracts, said its

president, Dr. Robert Leaf.
American Dental reviews 8% to

10% of the-claims that each of its

clients receive, said Dr. Leaf. .

INTEROCEAN AGENCY, INC.
REINSURANCE

UNDERWRITING AND LOSS ADJUSTING

INTERMEDIARY

FOR

LLOYDS OF LONDON

FOR OVER 30 YEARS

Specializing in All Forms of Life and Accident and Health Reinsurance

Facultative Treaty

-Stop Loss for Self-Funded Employee Benefit Plans

-Special Risks

-Aviation Accident

-Admitted Liability

-Group Travel

-Life

DEBORAH PERNA JOHN W. PARKER, JR.

SAMUEL W. DOUGLASS, 111

2700-TWO INA PLAZA, 1622 ARCH ST., PHILADELPHIA, PA 19103

215-568-4072; 215-568-4073; 215-568-4074

Offices in New York, Dallas, Coral Gables, London, Paris, Milan and
other principal cities worldwide.

L
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Now with a single policy from Shand,
Morahan & Company, today's multi-faceted

, financial institution can enjoy an insured
protection program previously attainable

t i only by combining several separate policies.
Included in this new coverage package

are: 'Ihistees E&0/D&0 including
coverage for trust department employees,
D&0 liability for all non-trust activities,
fiduciary liability for employee benefit

, , programs, and blanket bond coverage.
5 The advantages of this package

approach are many, including the elim-
ination of gaps, overlapping and coverage

F conflicts between separate policies. This
w could result in a reduction in overall pre-

' n mium. And it gives the added benefit of
'. i. 2 4. '...' 3 dealing with a single knowledgeable under-

writer and claims staff.

A multi-faceted coverage package
4 designed specifically for today's multi-

facfted financial institution. Another inno-
vative concept from the underwriting pro-

4 lf<r A./ 1,2 fessionals at Shand, Morahan & Company.

Al Shand, Morahan
Il & Company, Inc.

One American Plaza, Evan.ston IL 60201
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AGENTS: Whatdoyoudo when. a client asks,
about long-term auto leasing insurance?

Be sure-take advantage of our extensive experience witt this

difficult-to-place business, Designed specifically fo: the autcmobile

leasing/rental,industry our program saves your time, cuts your

costs, satisfies your c-Istoner. We :10 tie work, you get the credit!

• Lessors Excess. Liability

• Lessors Contingent Liability

• Contingent Physical Damage

•- Primary Physical Damage
• Primary Liabilit) coverag-s
• interim Car Ccverage,

We invite your inqui-y and your business. Call or write Ron Ruane

Physical Damage by

/Motors Insurance

International Risks, Inc.
Ti-e 1-win Building

Kiig of Prussia, PA 19406

/2-5) 265-4170

A subsidiary of

Preferred provider plans offer
firms__up to a 10% discount

By JAMES C. LAWSON

NEW YORK They're hard to
negotiate, but s.pecial.discounts
from preferred health care provid-
ers can cut medical cos-s by. as
much as 5% to 10%, consultants and

employee benefit execitives say.
While few-emEloyers or health

care providers like to discuss pri-
vately negotiated discounts, pre-
ferred provder plans which offer
companies cost savings f©r utilizing
local medical facilities are noth-

ing new.
"The concept )f :he preferred

provider is·an old idea," explains
Bernard Backer: senior vp and
director of health services with

a a

New York-based consultant Martin

E. Segal Co. "Blue Shield started
under :hese arrangements."

But shere has to be an incentive

for hospitals to prov.de low-cost
health. care, he says. "Someone has
to look at the community and de-
termine whether there's anyone
who wants ti. provide low-cost
health care."

The incentive, many eonsultants
and benefit managers :ay, is speed.
Preferred providers want to be
paid faster.

They also are seeking to.improve
their cash flow, maintain steady
use of hospital beds and services
and help local physicians build up
their practices.

However, the key attraction for
hospitals remains prompt payment
because "hospitals have a substan-
tial amount of losses due to bad

debts," notes Richard Ostuw, a ben-
efit consultant with Towers, Per-
rin, Forster & Crosby in Cleveland.

Large employers in rural areas,
employers with operations concen-
trated in one area.or firms in areas
where there are few «health care

providers· have a better chance of
negotiating such arrangements
with local doctors,-clinics and hos-

pitals, consultants say.
And self-insurers that can offer

prompt payment» also have a better
chance of receiving a discount.

For example, Chautauqua
County, N.Y., a rural county that
employs 1,200 people, switched
from a Blue Cross plan to self-in-
surance for its health insurance

program 21/z years ago, hoping to
Cut Costs.

Seven months ago, it secured dis-
counts ranging from 3% to 7% from
three local hospitals.

The combined program of self-
fundingand local discounts has
saved the county-$500,000 since the
program began, personnel techni-
cian Conrad Howard explains.

"We managed to get the dis-
counts by promising quick pay-
ment of claims. We agreed to pay
the hospitals within 10 days of re-
ceiving the bills," Mr. Howard says.

Chautauqua County's claims are
paid by a third-party administra-,
tor, A.W. Lawrence & Co. of Al-

bany, N.Y.
"Using the third-party adminis-

trator was an advantage in getting
the discount because that»enabled»

us to process claims faster," he
explains.

The county, Mr. Howard notes,
had additional clout because it pays
hospital bills totaling $400,000 to
$500,000 a year.

Employers that are changing
their benefit programs also have a
negotiating edge, he adds.

"Hospitals are much more will-
ing to make arrangements if you're
switching from a 'Blues'-type
plan," Mr. Howard says.

"It would be very easy to get a
discount arrangement," he says, be-
cause if the Blue Cross plan was re-
ceiving a 15% discount from the
hospital, it "would be willing to
give you about 7% or 8% (under a
self-insured plan)."

With hospital discounts in hand,
the county may attempt to negoti-
ate a similar arrangement with 25
local pharmacies in the area. The
county currently offers its employ-
ees a prepaid prescription plan
with a $2 per-purchase deductible.

Other employers are trying the
same approach. A large Cleveland
bank, seeking to cut its hospitaliza-
tion costs, has managed to secure a
10% discount from several area hos-

pitals, according to one benefit con-
sultant. .

What you need
If you want to try to negoti-

ate.a discou·nt from local

health care providers, Conrad
How.ird, personnel technician
for Chautauqua County, N.Y.,
says you should:

•· Have statistics on past
claims volume available.

•.·Know what you have
paid the hospital in the past
year.

• Know how quickly the
provider has.been paid in the
past.

• Determine whether you
can improve that payment
schedule.



Trucking trade group decides
to challenge multiemployer law

By JERRY GEISEL

JACKSON, Miss.-Broadening
the assault on the Multiemployer
Amendments Act, the nation's
rnajor trucking trade group has
filed suit in U.S. District Court to
have the law declared unconstitu-
tional.

The suit by the 18,000-member
American Trucking Assns. marks
yet another escalation in the battle
to overturn the 1980 federal law
that gives the country's 2,000 mul-
tiemployer pension plans power to
collect huge payments from em-
ployers that withdraw.

Although individual employers,
particularly trucking firms, have
filed more than 60 suits attacking
the law, the ATA's suit marks the
first time a major, national trade
association has thrown its resources

behind a suit challenging the Mul-
tiemployer Pension Plan Amend-
ments Act of 1980.

"We are looking to win," said
Harold Brodeur, director of the
ATA's industrial relations depart-
ment in Washington. "It is a
straight-and-narrow shot aimed at
overturning the law. Withdrawal
liability is damaging a great diver-
sity of carriers," he said.

The suit names as defendants the

Pension Benefit Guaranty Corp.,
the federal agency that administers
the law, and the Central States,
Southeast & Southwest Areas

Teamsters' pension fund, the mul-
tiemployer plan that has slapped
enormous withdrawal liability bills
on some ATA members.

The suit comes at a time of

mounting pressure for a legislative
remedy to problems the law has
caused some employers.

For example, more than 150 dif-
ferent employers, trade associations
and attorneys have asked to testify
when the Senate Labor subcom-

mittee holds hearings during the
next two weeks on a bill, S. 1748,
that would allow.employers to
withdraw from the plans without
having to pay a share of the pro-
mised benefits (BI, Nov. 2, 1981).

Employers are closely following
the pending litigation and legisla-
tion because the stakes are enor-

mous: Who shall pay for the
billions of dollars of unfunded pen-
sion benefits promised to the 8 mil-
lion workers and retirees enrolled

in multiemployer plans?
Congress thought it answered

that question when it passed the
1980 law without significant dis-
sent. It says an employer that
leaves a multiemployer plan must
pay a share of the plan's unfunded
vested benefits.

That was a dramatic change from
the original requirement in the
Employee Retirement Income Se-
curity Act of 1974 that said a with-
drawing employer could escape
paying for the plan's unfunded
vested benefits if the entire plan
did not collapse within five years of
the employer's withdrawal.

Because employers' contributions
often failed to match promised
benefits, some of the plans are
badly underfunded. This means
employers that now want to with-
draw face a huge withdrawal liabil-
ity bill.

Mr. Brodeur says the fear of in-
curring enormous new liabilities is
causing employers to shun the
plans, further weakening them.

But the PBGC, which says it will
"vigorously defend" the suit, dis-
putes this. Baruch Fellner, the fed-
eral pension agency's associate gen-
eral counsel, notes that under the
Multiemployer Amendments Act, a
new employer has to be a member
of the plan for six years before
being liable for a share of the
vested benefits.

In its suit, the ATA says the
withdrawal liability provisions are
causing "severe, irreparable in-
jury" to employers throughout the
nation.

The group, which was joined in
the suit by several individual com-
panies, argues the multiemployer
law is unconstitutional because it

allows property to be taken away
without a trial, a violation of the
Fifth and Seventh Amendments.

The suit also notes that the mul-
tiemployer law creates new liabili-
ties that employers never bar-
gained for when they joined a mul-
tiemployer plan. Employers
thought their liability was limited
to what they were asked to contrib-
ute at the bargaining table.

But some experts argue that the
prior system of limiting employers'
pension liabilities is what caused
today's funding problems. .
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 BENEFIT PLAIV INC.EXECUTIVE & EMPLOYEE

Self-Funded Employee Benefit Specialists Since 1959
·ONLINE CLAIMS ADMINISTRATION · EXCESS REINSURANCE

·COMPLETE ADMINISTRATIVE SERVICES · LIFE, LT.D, DENTAL„ MEDICAL
Contact: C. JeffreyWintersteller

Vice President - Sales

2025 Riverside Drive, Columbus, Ohio 43221
(614) 481-8393

ATLANTA·BOSTON·CHARLOTIE·CINCINNATI·CLEVELAND·COLUMBUS·HOUSTON·MlAMI·ORLANDO

Risk. Its real size depends onyour perspective.
Are the risks that your business faces as bigas you think? The specialists at

Corroon & Black will tell you-and show you how to prevent risk. For the risks
that are manageable, our sophisticated techniques help forecast losses, measure
appropriate retention levels, and let us show you the best way to finance your risks.

It's an innovative, professional approach you'd expect from one ofthe
world's top business insurance brokens. So, contact us. We'll help cut your risks
down to size.

Ar, CORROON & BLACK
LJ Putting insurance risks into perspective.

Wall Street Plaza. New York. N.Y. 10005 • 212-363-4100
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"1'm Raymond Burr, and 1'11 be telling the
whole nation about the many advantages of
using a Big "I" Independent Insurance
Agent. The insurance-buying consumer will
be seeing me as spokesman for IIAA's com-
pelling 'more-than-one company agent' story
on national television and in mass circulation

magazines in 1982.
"But my personal participation on behalf

of the liAA Members doesn't begin and end
with these national ads. Big "1" Members
have also been given the opportunity to tie-in
with this national campaign at the local level
with the most comprehensive *JAM Tie-In Kit
of advertising materials ever assembled. 1
can think of no more effective way for them to
cash in on the benefits of a multi-million

SOME AJUt iS'22.5

BURR PRESENTS
ON ALL 3 TV NETWORKS. NTS

dollar national advertising campaign than by
relating it directly to their own local promo-
tional activities!

"The *JAM Tie-In Program includes TV
spots, newspaper ads, outdoor posters,
pre-recorded radio commercials, envelope
stuffers, window posters, countercards-
everything they need to put me to work in
their backyards.

"The materials in this kit are available

only to IIAA Members. (If you're not a mem-
ber, but would like to be one, call toll-free

(800) 221-7917 and share in the rewards of
this tremendous national and local advertis-

ing campaign.)"

*Joint Agency/Company Marketing Program

D

LO<MID INTO ¥

The more-than-one-company
insurance agent.

If you're an insurance agent who is not an IIAA Member, there are 34 compelling
reasons why it could pay you to be one. For more information call toll-free

(800) 221-7917 at any hour. In Alaska, Hawaii and New York call (212) 285-4280 collect.

YouRi Independent
Insurance 1 AGENT

SERVES YOU FIRST
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"...IASSUMED..."

To "assume", acccrding to Webster, means to take for granted or SUPPOSE some-
thing to be fact.

In today's econom c climate, management can't jist ASSUME trat it's doing the job
in containing healticare costs by merely Self-Funding their group health program. A
company must be able to QUANTIFY ard MEASURE prograrr performance. . .or
risk ending up flaton its ASSUMPTIONS.

At MSI, we administer Self-Funded benefit programs to achieve maximum cost -e-
duction. Our services include:

* Fees based on work performed (rather thai a percentage of claims paid).
* Innovative preventative health care systems.
* Incentive based health care programs.
* Easier to read and more informative aralysis reports for managerrent.

CALL OR WRITE: MANAGEMENT SERVICES INC.

326 N. Vermilion

Danville, IL 61832
217-446-1089

In Chicago, 312-329-0292
In Peoria, 3-2-686-2050

BERMUDIAN ROOFTOPS

PROV/DE MORE

Bermudian roofs are an ingenious system of freshwater collec
tion so, in addition to providing shelter, the white rooftops
provide a consistent source of a vital commodity Walton Insur
are Limited can provide for your reinsurance needs But we
offer something more a consistent source of Aviation Casualty
Marine and Property coverage. Our underwriters are pnepared
to write the kind of covers that last, year in and year out

Isn't It Time You Looked Into Walton?

THAN SHELTER

Walton Insurance Limited, Global House, Church Street

P.O. Box 1833. Hamilton 5, Bermuda Tel: (809 29) 2 3304
Cable: "INSURAN" BERMUDA Tele>c 3457 INSUR BA

Insurance Limited

datebook

MARCH 15-16. Fourth Annual Hazardous

Waste Management conference in Washington,

sponsored by The Energy Bureau, $650. Carol A.

Hertzoff, Planning Manager, The Energy Bureau
Inc., 41 E. 42nd St., New York, N.Y. 10017; 212-

687-3177.

MARCH 15-17. Corporate Benefits Manage-

ment conference in Hollywood, Fla., sponsored by

the Interr.ational Foundation of Employee Benefit
Plans; members, $470; non-members, $545 IFEBP,

18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

MARCH 15-19. Fundamentals of Money Man-

agement seminar in Philadelphia, sponsored by

the International Foundation of Employee Benefit
Plans; members, $650; non-members, $775. IFEBP,

18700 W. Bluemound Road, Box 69, Brookfield,

Wis. 53003: 414-786-6700.

MARCH 15-19. Total Loss Control Manage-

ment seminar in Houston, sponsored by the Inter-
national Safety Academy, $570; for three or more

participants from the same company, $525. ISA,

10575 Katy Freeway, Box 19600, Houston, Texas
77024; 712 -932-9400.

MARCH 16. Fundamentals: Risk Financing

and Captives seminar in Bermuda, held in con-

junction with the Sixth International Captive In-

.

.

.

.

.

surance Company conference; $200. Eileen B. Cal-

lahan, Risk Planning Group Inc., 722 Post Road,

Darien, Conn. 06820,203-655-9791.

MARCH 16-17. Fire Safety in Buildings confer-

ence in Orlando, Fla., sponsored by the Society of

Fire Protection Engineers and the Engineering

News Record; $477; two or more participants from
the same company, $420. Also April 21-22 in New
York. D. Peter Lund, Executive Director, Society

of Fire Protection Engineers, 60 Batterymarch St.,
Boston, Mass. 02110; 617-482-0686.

MARCH 16-18. Reasoning Reinsurance seminar

in Dallas, sponsored by the Risk Management In-

stitute, University of Dallas, $445. Professor Bruce

Evans or Julie Allan, Risk Management Institute,

University of Dallas, International Center, Uni-

versity of Dallas Station, Irving, Texas 75061:214-
579-5360/5330/5299.

MARCH 17. Managing Risk More Effectively

conference in Boston, sponsored by the Massachu-

setts Chapter of the Risk & Insurance Manage-
ment Society, $50. Richard Rubin, Dennison Man-

ufacturing Co., 300 Howard St., Farmingham,

Mass. 01701; 617-879-0511.

MARCH 17-19. Sixth International Captive In-

suranee Company conference in Bermuda, spon
sored by the Risk Planning Group Inc.; $650; $595

for additional participants from the same com-
pany. Eileen B. Callahan, Risk Planning Group
Inc., 722 Post Road, Darien, Conn. 06820; 203-655-

9791.

MARCH 17-19. Self-Insurance, Risk Retention
and Paid Loss Retro Plans seminar in New

York. sponsored by the American Management
Assns. members, $590 non-members, $680.
American Management Assns., 135 W. 50th St.,

New York, N.Y. 10020; 212-246-0800.

MARCH 17-20. Institute for New Trustees, Ad-

vanced Trustees and Administrators program

in New Orleans, sponsored by the International

Foundation of Employee Benefit Plans, members,

$390: non-members, $465. IFEBP, 18700 W. Blue-

mound Road, Box 69, Brookfield, Wis. 53005; 414-
786-6700.

MARCH 18-19. Fourth Biannual Marine se-

minar in San Francisco, sponsored by the Board of
Marine Underwriters of San Francisco: $85. Board

of Marine Underwriters of San Francisco Inc., 233

Sansome St., Suite 500, San Francisco, Calif. 94104,
415-981-0350.

MARCH 22. Economic Recovery Tax Act of

1981 seminar in Chicago, sponsored by the Inter-

national Foundation of Employee Benefit Plans:
members, $130 non-members. $155. Also March

23 in Tarrytown, N.Y., and March 24 in San Fran-

cisco. IFEBP, 18700 W. Bluemound Road, Box 69,

Brookfield, Wis. 53005: 414-786-6700.

MARCH 22-23. Health Care Cost Containment

workshop in Denver. sponsored by the Health Re-
search Institute; $395. Also April 13-14 in New

York. Workshop Coordinator, Health Research

Institute, 49 Quail Court, Suite 200, Walnut Creek,
Calif, 94596; 415-676-2320.

.

MARCH 22-23. Safeguards Against White-Col
lar Crime conference, sponsored by the American

Society for Industrial Security: members, $240;
non-members, $325. ASIS, 2000 K St. N.W., Suite

651, Washington, D.C. 20006; 202-331-7887.

MARCH 22-24. Techniques of Risk Manage-

ment course in Calgary, Alberta, sponsored by the

Risk & Insurance Management Society: RIMS

members, $345; $195 for additional participants
from the same company; non-members, $445. Re-

becea Zimm, RIMS, 205 E. 42nd St., New York,
N.Y. 10017,212-286-9292. I

BENEFIT

COMPUTER

SYSTEMS

A low cost computerized
health claims administra-

tion system designed for
third-party administrators
and in-house processing
of self-insured groups

Claims Processing
Premium Billing
Automatic Drafts &

Inquiry Letter Printing
Claims Analysis Reports
Installation & Training
Low-Cost, Micro-

Computer Based
Single/Multi-User
Fully Expandable

National Marketing:

the Bo ohnson Co.

Suite 220 Southeast Plaza

4530 S. Sheridan
Tulsa, Oklahoma 74145

{918) 664-6440



Consolidated Foods names

Coffey insurance manager
Consolidated Foods Corp. in Chi-

cago has appointed Vincent F.
Coffey corporate insurance man-
ager. Mr. Coffey will handle all
property/casualty insurance opera-
tions and will report to William
Irle, director of risk management.
Mr. Coffey was previously vp of in-
ternational insurance business at

Reed Stenhouse Cos. Inc. and prop-
erty manager of AIU, a division of
American International Group. Mr.
Coffey, 34, received a bachelor of
business administration degree
from The College of Insurance in
New York. He replaces Frank
Recchia, who is now director of

risk management at Budget Rent-
A-Car in Chicago.

Mr. Recchia now performs all in-
surance and safety functions for
Budget. Besides his post with Con-
solidated Foods, he was also claims
manager at Home Insurance Co. He
received a bachelor's in mathemat-

ics from the University of North-
ern Illinois in DeKalb. He replaces
Myron Kuklock and reports to
Michael Armstrong, executive vp
of finance.

***

Bruce Woodcock has been

named manager of risk control at
Creole International Co. in Hous-

ton. He will oversee all corporate
risk management functions in con-
nection with Creole's contracts

with the oil and gas industry, as
well as risk-control procedures
within the firm. He previously
served as corporate risk and benefit
manager for Intermedics Inc. in
Freeport, Texas, and in the insur-
ance department of Brown & Root
in Houston. Mr. Woodcock, 37, re-
ceived a bachelor's degree in eco-
nomics from the University of
Texas and is a deputy member of
the Risk & Insurance Management
Society. He replaces Jerry Hill,
now with Dolphin Titan Interna-
tional Inc. in Houston. Mr. Wood-

cock reports to Gary Dugger, cor-
porate vp of administration.

***

Cameron J. Bruce Jr., 34, is the
new corporate insurance manager
at Lehman Brothers Kuhn Loeb

Inc. in New York. He replaces Ber
nard Perin, who retired. Mr. Bruce

is responsible for property/casualty
insurance and other risk manage-
ment functions. Prior to joining the
firm, Mr. Bruce was risk and insur-
ance manager for the New York
Stock Exchange and an insurance
analyst with Chase Manhattan Na-
tional Bank. He received a bachelor

of science degree in business from
Providence College. Mr. Bruce re-
ports to Patrick Borruso, the com-
pany controller.

***

Gilbert R. Crouse has been

named corporate risk manager and
assistant controller for The Penn

Traffic Co. in Johnstown, Pa. He is
responsible for both risk manage-
ment and employee benefits. Prior
to joining the firm, he worked at
The Travelers Insurance Cos.' com-

mercial lines department in Pitts-
burgh. Mr. Crouse, 27, holds a
bachelor of science degree in public
administration from Juniata Col-

lege in Huntingdon, Pa., and a mas-
ter of business administration de-

gree from James Madison Univer-
sity in Harrisburg, Va. He replaces
James Hoy, and reports to John F.
Stewert, assistant treasurer and
corporate controller.

***

Columbia Pictures Industries Inc.

has promoted Irene A. Benjamin
to risk and insurance administra-

tor. She will report to Sheila P.
Roberts, risk management and in-
surance director. Before joining the
company, Ms. Benjamin was an in-
surance administrator with Merrill

Lynch Hubbard and an insurance
analyst with St. Regis Paper Co. In

comings &
goings: buyers

her new position she will assist in
administering the firm's risk man-
agement and insurance programs.
Ms. Benjamin replaces Carol D.
Meyer.

We'd like to report on staff changes in
yoUT Tisk management or employee
benefits department. Just drop a note
to Sallie Drury, Editorial Assistant,
Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611, or call 312-649-
5398. We'd also like to receive photo-
graphs.
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DESIGN+EDUCATION=CONTROL
(EMPLOYEE AWARENESS)

Awareness

can only be increased
through effective communication.

We know. That's our business..

I -<1'IF
Y tna(·()ni

(NIvull
John Kerney, Jr.
The Emcom Group, Inc.
P.O. Box 545

Newtown, Pa. 18940

(215) 493-8599

Linda J. Holloway
The Emcom Group, Inc.
333 Hegenberger Road
Suite 208

Oakland, Ca. 94621
(415) 339-0442

Cameronand Colby provides
D&0and Fiduciary Liability Coverage for

manyofAmerica's leading companies.
Andwecandothesameforyou.

As undemriting managers,
Cameron and (:olby offers
creative solutions for direc-

tors and officers and fid,i-

ciary liability coverage that's
based on a thorough under-
standing of vour company's
needs and requirements,
and backed by more than
25 years' experience in the
field of professional liability
insurance.

To find out more, contact
Cameron and Colby, 60 Bat-
ten'march St., Boston,NIA

02110 (617) 357-8400. Wall
Street Plaza, 88 Pine St.,
New York, NY 10005 (212)
363-8550.

First State Insurance

Company and New Eng-
land Reinsurance Corpora-
tion, activities of (:ameron
and Colby Co., Inc.

Cameron and Colby
Rising to the challenge of change.

:ifjj..

,
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Dalia% (214) 609 55,9

Hartford (203) 52 2300

Chicago (312) 346 1189
or call 800 127 581

NOW!
An all-in-one manual and reference

Self-Funding of Welfare Benefits is an all-new, all-in-one infor-
mation source for risk managers, administrative managers and
personnel, trustees, insurers-anyone who is or might be involved

in a self-insurance program. It provides a thorough explanation of
the tools and knowledge needed by the practitioner to design, in-
stall and administer self-funded benefits-private and public.

Plus... you will have in hand useful resource

material like this: sample self-funding insuring
agreements, sample plan document for self-

funding, sample 501(c)(9) trust agreement and
an outline of a self-funding feasibility study

Author Carlton Harker is an experienced actuary
and employee benefits consultant. His broad
scope presentation of self-funding concepts
and current perspectives can serve as an inval-
uable desk guide for anyone with responsibility
in employee welfare benefit plans.

Just off the press...
. . . order yours now!

Complete the coupon and

mail with payment to:

International Foundation

of Employee Benefit Pians
P.O. Box 69

Brookfield, WI 53005

Allow 3-4 weeks for delivery

Name

Organization

Address

City/State/Zip

International representatives
to attend Philadelphia congress

PHILADELPHIA-Forty-four
percent of the participants will
come from abroad, representing 59
countries.

But the conference, to be held

April 25-28 in Philadelphia, is not a
United Nations gathering. It's the
World Insurance Congress, part of
the city's 300th anniversary cele-
bration.

The congress, expected to draw
1,500 participants, will attract se-
nior officers from the insurance

and banking industries, corporate
financial officers, risk managers,
government officials and college
and university professors from the
United States and the rest of the

world.

Three-quarters of the delegates
hold the rank of vp or higher.

The sessions at the conference

will be as varied as the participants.
Topics will range from the effect of
changing insurance-buying pat-
terns on insurers' revenues to the

future role of government in the
insurance industry.

Five plenary sessions will be
held April 26-28. The first of these,
"The Future-A Radically Chang-
ing World," will open the congress
and features Denis Healey, former
British chancellor of the exchequer
and a member of Parliament, and

Alvin Toffler, author of "Future
Shock," as speakers.

At another session, Fawzi Mu-
saad Al-Saleh, chairman of the

Arab Insurance Group, based in
Manama, Bahrain, and J.O.

Irukwu, managing director of the
Nigeria Reinsurance Corp. in
Lagos, will speak on "Markets in
Transition-Changing Demand for
Risk Transfer and Related Ser-

vices."

Former French Prime Minister

Raymond Barre will be one of the
speakers at another plenary ses-
sion, "Meeting Demand-Risk

These subjects and more

)--

• Risk theory and self-funding
• Self-funding methods
• Legal questions and the answers
• Administration-accounting, actuarial

• Funding options
• The 501(c)(9) trust

• Federal tax consequences
· Employer-sponsored hea'th care programs

• Marketing considerations
• Practical application of the mathematics

Self-Funding of Welfare Benefits

@ $15.00=$

Number of ccpies Total order

Payment must accompany order

81-38

Transfer Mechanisms and Changed
Realities."

The session also will feature Ed-

ward H. Budd, president and chief
executive officer of The Travelers

Corp. of Hartford, Conn., and Mi-
chel M. Gaudet, president of Co-
mize Europeen des Assurances of
Paris.

The plenary sessions are open to
all congress registrants.

In addition, 23 concurrent ses-

sions will be held April 26-28.

The speakers for the first of the
sessions, "Changing Directions in
Retirement Income Programs,"
will be Dr. Dan M. MeGill, chair-

man of the insurance department
at The Wharton School at the Uni-

versity of Pennsylvania in Phila-
delphia; Kiyoshi Murakami, direc-
tor of Nippon Dantai Life Insur-
ance Co. Ltd. of Tokyo; and
Quentin I. Smith Jr., chairman and
chief executive officer of Towers,

Perrin, Forster & Crosby in Phila-
delphia.

Another concurrent session will

discuss "Insurance Frontiers-Mas-

sive Risks." The speakers will in-
clude Edwin L. Knetzger Jr., chair-
man of Johnson & Higgins of
Pennsylvania; Derek J. Martin,
director of Willis Faber Ltd. in

London; F.T. Nyammo, chairman
and managing director of Kenya
Reinsurance Corp. in Nairobi; Burt
C. Proom, president of American
Nuclear Insurers in Farmington,
Conn.; and Ricardo L. Toledo, Offi-

cina para Estudios, De Riesgos Ca-
tastroficos in Mexico City.

Other concurrent sessions in-
clude:

0 64Insurance Frontiers-Risks

Without Precedent," featuring
speakers A. Hunter Long, a vp at
Frank B. Hall & Co. Inc. in New

York, and Robin A.G. Jackson,

director of Merrett Syndicates Ltd.
in London.

Competitive Advantage-
Disparate Responsibilities for
Worker Safety," featuring John A.
Schoneman, chairman and chief
executive officer of Wausau Insur-

ance Cos. in Wausau, Wis.

• "Competitive Advantage-
Disparate Responsibilities for Prod-
uct Safety," featuring Thomas W.
Marriott, legislation manager at
Norwizh Union Insurance Group
in Norwich, England.

• "Social and Political Unrest-

Catalyst to a World Insurance
Pool?" featuring Julian G.Y. Rad-

<00

cliffe, president of Investment In-
surance International in London;
Jean Pierre Sapy-Mazella, vp of
Business International Corp. in
New York; and Dr. Frank A.

Southard Jr., president of Per 3 a-

cobsson Foundation and director of

The Atlantic Council in Washing-
ton, D.C.

• "Risk Retention-Increased

Responsibility Brings Increased
Risk," featuring Dr. Robert L.
Carter, professor of insurance stud-
ies at the University of Nottingham
in Nottingham, England, and Eck-
art Russell, risk and insurance

manager at Alcan Aluminum Ltd.
in Montreal.

• "Reducing Demand for Risk
Capital-A By-product of Risk
Management," featuring H. Felix
Kloman, president of Risk Plan-
ning Group Inc. of Darien, Conn.,
and C. James Spivey, executive
director of the Insurance & Risk

Management Committee of Char-
lotte-Mecklenburg, N.C., and presi-
dent of the Risk & Insurance Man-

agement Society.

Admittance to these sessions

will be on a first-come, first-served
basis and attendance may be lim-
ited.

A session may be canceled if
there is an insufficient number of

participants.
Also, technological exhibits will

be presented during the congress.
Not all the events at the gath-

ering will take place in a meeting
room. On the opening day, partici-
pants will be invited to a dinner
and evening of entertainment
aboard the ocean liner Queen Eliz-
abeth 2.

Participants are also invited to
attend a private performance of
"La Boheme," starring Luciano Pa-
varotti.

The registration fee for the
four-day World Insurance Con-
gress is $1,000. Full-time employees
of municipal, state and national
governments and governmental
agencies, legislators and full-time
teachers at accredited colleges and
universities are eligible for a cour-
tesy registration fee of $250.

Complete details of affiliation
must be supplied with the courtesy
fee application.

For full details and a registration
application, contact Philadelphia
World Insurance Congress, Box
1982, Philadelphia, Pa. 19105; 215-
563-5815; telex 831 519. .
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Improve control of benefits insured for employees of your company's
f©reign subsidiaries with the possibility of substantial cost reduc-
tions. For further details send this coupon to the Insurope Secre-
tariat, Bd Bischoffsheim 45, 87,1000 Brussels, Belgium.
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Indiana firms that don't buy
comp cover face new fines

INDIANAPOLIS-Employers
that have neglected to buy workers
compensation insurance now face
expensive penalties under a new
state law.

Gov. Robert D. Orr signed a bill
Feb. 24 that will give the Indiana
Industrial Board new tools with

which to deal with the problem of
uninsured employers, said John N.
Shanks II, the board's chairman.

The new law increases the maxi-

mum fine for violators to $10,000
from $500. It also allows the board
to close businesses that operate
without the coverage.

It also allows a court to require
that an uninsured employer post a
bond to guarantee payment of med-
ical expenses and compensation
due any injured worker.

In addition, an employee work-
ing for an uninsured employer is
now eligible for statutory medical
expenses and. double compensation,
with the attorney's fees of the em-
ployee paid by the employer.

The Industrial Board said last

year it knew that a substantial
number of small employers were
skirting the law (BI, Nov. 30, 1981).

Like. all states, Indiana requires
employers doing business in the
state to either maintain insurance

to meet workers compensation ob-
ligations or have an approved self-
insurance program.

Stadium not liable

LANSING, Mich.-A state ap-
peals court has reversed a Wayne
County Circuit Court jury's award
of $258,000 to an Ann Arbor
woman who was struck by a base-
ball during a Detroit Tigers base-
ball game in 1975.

The court ruled that Kathy Lynn
Falkner had not proven that the
stadium owner was the proximate
cause of the injury, according to
Robert A. Tyler, attorney for de-
fendant Fetzer Inc., which owned

Tiger Stadium in 1975.
Mrs. Falkner was struck in the

eye while returning to her seat
during the game. She, her husband,
and their parents originally had
seats near a protective screen but
moved for a better view, he said.

Mrs. Falkner, who lost some vi-
sion in her eye, subsequently sued,
alleging the defendant's failure to
warn and to provide screened seat-
ing, among other charges.

The trial court jury had granted
an award of $273,000 but subtracted
5% for Mrs. Falkner's slight negli-
gence, possibly because she was not
looking at the game when she was
struck, Mr. Tyler·said.

Pregnancy benefits
RICHMOND, Va.-Newport

News Shipbuilding has asked the
U.S. 4th Circuit Court of Appeals to
reconsider its January ruling that
said the company violated federal
law by failing to provide equitable
pregnancy benefits to wives of
male employees (BI, Feb. 1).

In a decision with national impli-
cations, the appellate court upheld
an Equal Employment Opportunity
Commission guideline on the 1978
Pregnancy Discrimination Act.
That guideline says compan.es
must provide the same· benefits to
pregnant spouses of male employ-
ees as they offer female employees'
husbands.

Newport News Shipbuilding re-
sisted the guideline. It argues the
law only requires companies to
offer equal pregnancy benefits to
employees.

Product liability
SAN FRANCISCO-Product lia-

bility awards are down in Califor-
nia, but the plaintiffs are winning

around

the states
more often.

The average award handed down
by California superior court juries
in 1981 was $351,515, an 11.9% de-
cline from the $398,823 average
award in 1980, says the Insurance
Information Institute.

Plaintiffs, however, won 41% of
the 136 cases in the 1981 survey,
compared with 38% of 138 cases in
the 1980 survey.

Jury verdicts, though, often are
appealed and the final judgments
can be substantially lower. .
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Labor Department looking for OSHA advisers
By JERRY GEISEL

WASHINGTON-Do you have a
beef against the Occupational
Safety and Health Administration?
Do you have ideas to improve the
safety and health agency?

The Labor Department is giving
you a chance to put your ideas into
action.

It has four openings on the Na-
tional Advisory Committee on Oc-
cupational Safety and Health, a 12-
member panel that advises the se-
cretaries of labor and health and

hun-lan services.

The committee, which was man-

dated as part of the Occupational
Safety and Health Administration
Act of 1970, represents manage-
ment, labor, the public and the
safety and health professions.
There are now two-year [erms

washington
available in each :ategcry.

Nomination le.ters should spec-
ify the category for wnich the can-
didate is qualified and should come
from an organization representing
that category.

Nominations should include the

candidate's resume, c-talificaticns,

current adiress and phone number
and a statement that the nominee is

aware of the nomination and is

willing to serve.
Nominations should be sen: tr

Clarence Page, Division of Ccn-
sumer Affairs, OSHA, Room N-

3635, Department of Labor, 200
Constitution Ave. N.W., Wash-ng-
ton, D.C. 20210. Thf deadline is
May 7.

Q

Social Security
The Social Security Admin-stra-

tion has a new :op technical adviser
on poliI,y issues.

Paul Simmons, a firmer aide to

Ill.nois Gov. James Thompson, has
been appointed defuty ccmmis-
sicner for programs and policy, the
serond most Nowerful position in
the agency.

As an adviser to Gov. Therr_pson,
Mr. Simmons, 40, led a drive to
prur-e waste from the Illinois bud-
get. Mr. Simmons later directed the
state's Washington office.

He zeplaces Robert Myers, who
recently resigned from the Social
Security Administration after pol-

icy differences with the Office of
Management and Budget over pro-
posed bfnefit cutbacks. Mr. Myers,
who helped design the program in
1934, now is tne executive director

of a bipart-san commission that is to
find ways to shore up Social Secu-
rity (BI, Feb. 22).

In his f-rst public appearance in
his new position, Mr. Simmons told
the House BLdget Committee that
the administration favors retaining
annual cost-of-living adjustments
for Social Sec-irity benefits.

However, te said the administra-
tion would consider changes if they
are endorsed by the bipartisan
commission.

ERISA advisers

Four new pension experts have
been sworn .n as members of the

. Which insurance broker is as

good at identifying your risk
management problems as it is at
solving them?

A. Rollins Burdick Hunter.

111

1©LLINS BURPICI<
HUNTER

Taking Risk Out Of Risk Management
Worldwide

Labor Department's Advisory
Council on Employee Welfare and
Pension Benefit Plans.

The new members are: Roy
Brewer. a Tarzana, Calif., labor
consultant; John L. Casey, a part-
ner with the Scudder, Stevens &
Clark in New York; Barbara

Schlicher, vp at Midlantic National
Bank in Edison, N.J.; and Myron
Mintz, a partner at Dickstein, Sha-
piro & Morin in Washington.

The 15-member council advises

the secretary of labor on how ad-
ministration of the Employee Re-
tirement Income Security Act can
be improved.

Employer records
The Occupational Safety and

Health Administration has ex-

tended for one year a partial stay of
its standard providing employee
access to employer's toxic exposure
and medical records involving
trade secrets in the flavor and ex-

tract manufacturing and fragrance
materials industries.

Generally, the partial stay allows
firms to delete trade secret infor-

mation from records available to

employees or designated represen-
tatives. However, it does not apply
to requirements to preserve records
nor to OSHA's right of access.

Notice of the extension was pub-
lished Feb. 26 in the Federal Regis-
ter.

Suit settled

Lee Dyeing Co. of Gloversville,
N.Y., has agreed to settle a Labor
Department suit by buying back a
promissory note and mortgage
from one of its employee benefit
plans for $700,000.

The department had charged in a
suit filed in U.S. District Court in

Washington that the purchase of
the note and mortgage by Lee's
Employees Savings, Profit Sharing
& Retirement Fund violated the

Employee Retirement Income Se-
curity Act.

Under ERISA, employee benefit
plans are generally barred from
doing business with individuals or
firms affiliated with the plan.

As part of the settlement, Lee re-
scinded the transaction and agreed
to refrain from future ERISA vio-

lations. the Labor Department
pointed out.

The court also ordered the ap-
pointment of an independent in-
vestment manager for the plan.

Senate hearings
Two Senate subcommittees soon

will hold hearings on product lia-
bility and pension issues.

The Senate Consumer subcom-

mittee will hold hearings March 9
and 12 on draft legislation proposed
by Sen. Robert Kasten, R-Wis., that
would, among other things, reduce
many manufacturers' exposures to
product liability lawsuits involving
older products (BI, March 1). The
hearings will begin at 9:30 a.m. in
Room 235 of the Russell Senate Of-

fice Building.
Meanwhile, the Senate Labor

subcommittee will hold hearings
March 11 and 17 on problems
caused by the Multiemployer Pen-
sion Plan Amendments Act of 1980.

The law, which was designed to
shore up multiemployer pension
plans. has made participating em-
ployers responsible for enormous
pension liabilities.

The subcommittee also will con-

sider legislation, S. 1748, proposed
by Sen. Orrin Hatch, R-Utah, that
would allow employers to leave the
plans without having to pay a share
of the promised benefits.

The multjemployer hearings
begin at 9:30 a.m. in Room 4232 of
the Dirksen Senate Office Build-

ing. .



Seaman named group vp
at Transamerica Corp.

Edwin Seaman, chief executive
officer of Transamerica Insurance

Co., has been named to head Tran-

samerica Corp.'s life and prop-
erty/casualty insurance operations.

As a group vp, Mr. Seaman will
oversee Transamerica Occidental

Life Insurance Co., as well as Tran-
samerica Insurance Co, the cor-

poration's property/casualty in-
surer.

Mr. Seaman has been with Tran-

samerica since 1962.

Other insurer changes:
B.K. Vickrey promoted to presi-

dent and chief executive officer of

Bankers & Shippers Insurance Co.
of New York, a subsidiary of RHR
Inc. Mr. Vickrey was formerly ex-
ecutive vp. RHR Inc. is a holding
company owned by Republic Steel
Corp. and Hogg Robinson Group
Ltd. Bankers & Shippers is head-
quartered in Burlington, N.C.

Jim L. Ridling named vp and
sales executive for the commercial

group division of Fireman's Fund
Insurance Cos. Mr. Ridling was
previously manager of the Little
Rock, Ark., branch office. Gary M.
Malkmus appointed resident vp
and manager of the Little Rock
branch office. Mr. Malkmus had

been an assistant vp in San Fran-
cisco.

Robert V. MeGuigan appointed
vp of the Cincinnati division of
Great American Insurance Cos. He

will be responsible for under-
writing and marketing operations
in Ohio, Kentucky and Tennessee.
Mr. MeGuigan has been with Great
American since 1954.

Frank T. Barley named vp of
Hartford Specialty Co., a subsidiary
of The Hartford Insurance Group.
He is head of the errors and omis-

sions line and also directs insurance

programs for unique industry
groups. Mr. Barley was most re-
cently a vp of Union Indemnity In-
surance Co. of New York.

Excess/surplus
Two people joined Puritan Ex-

cess & Surplus Lines Insurance Co.
Peter K. Colket joined Puritan as
vp of underwriting. He will also co-
ordinate and work with specialized
reinsurance functions. Mr. Colket

most recently worked at Harbor In-
surance Co. as assistant vp and re-
gional underwriting manager. Bar
bara A. Pascoe joined Puritan as
senior underwriter. Ms. Pascoe was

previously with CMI in New York.
E.R. Kinnebrew III named se-

nior vp at Crump Aviation Un-
derwriters in Memphis, Tenn., a
subsidiary of E.H. Crump Cos. Inc.
Mr. Kinnebrew has been with

Crump for 20 years.
At the same firm, E.M. Saxon

promoted to vp. Mr. Saxon has
been with Crump Aviation for the
past 12 years.

H. James Cantwell named se-

nior vp of L.W. Biegler Inc., the
Chicago-based managing general
agency and a subsidiary of Crum &
Forster. Mr. Cantwell is responsible
for claims and was most recently a
VP.

Other suppliers
Douglas C. Moat named presi-

dent of Russell Miller Inc. of New

York, the new East Coast regional
office for the San Francisco-based

insurance consulting firm. Before
he joined Russell Miller Inc., Mr.
Moat was a senior vp at The Home
Insurance Co.

Edward A. Foley named na-
tional director of defined benefit

services and senior vp at Meidinger
Inc. in' Louisville, Ky. Mr. Foley
was the corporate vp and manager
of Meidinger's Kansas City office.
Also, Ronald G. Copeland has
joined the Meidinger's Richmond,

comings &
goings: industry

Va., office as a senior consultant.
Mr. Copeland was previously a vp
with Frank B. Hall Consulting Co.
of Cleveland.

Keith Geyer appointed dental
benefits manager for Health Corp.
of America in Wayne, Pa. His
dutids include installation and com-

munication of new dental pro-
grams as Well as preparation of
sales proposals and eligibility
audits. Mr. Geyer was recently
with ABCO Oil Co. and Liberty
Corp., both in Norristown, Pa. .

bminess
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MICA, The Benefits-

Management Company,
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Helping Firms Contain

Health-Care Costs

Smce 1952, we've pioneered cost-effective claims pay-
ing, managingemployeebenefits formorethan 80groups of

from 100 to 250,000 participants.

We provide services -as you require- that can help you
obtain maximum employee satisfaction at minimum cost.

Write or call for a report on our cost-containment ideas.

Robert ] Cardinal, President, 3123462626

Mass Insurance Con sultants and Administrators, Inc.

209 South LaSalle Stree:, Chicago. Illinois 60604

MI CA

The ideal TPA

Automated
resources

guided by
experienced
professionals

with small-
company

concern for
detail.

1 &al
07 TPA..
Genelco, Inc.

S .

RIMS Conference a showcase

of new risk management ideas
WASHINGTON-Spring is the

time to put away your winter garb
and pull out your raincoat.

It's also time to look at matters

with a new perspective and a time
to try new ideas.

Risk managers and benefit man-
agers will be exposed to lots of new
ideas at the annual Risk & Insur-

ance Management Society Confer-
ence April 18-23 at the Washington
Hilton and the Sheraton Washing-
ton in the nation's capital.

Registration for the conference
begins Sunday, April 18 at noon.
The industry exhibition area will
be at the Sheraton Washington,
featuring more than 130 exhibitors.
At 5 p.m. Sunday, the traditional
RIMS Welcome Party will begin at
the Washington Hilton.

On Monday, the RIMS annual
membership breakfast meeting will
begin at 8 a.m. Highlights of 1981
will be presented with a preview of
1982.

The conference will be divided

into industry, general, split and
minisessions, begining on Monday.

Industry sessions are based on
topics affecting individual indus-
tries based on a poll of participants

As a subsidiary of General American Life
Insurance Company, we have know-how
comparable to any big insurance
company with the latest in on-line claim
adjudication. We're a national company,
with claims-paying outlets in 17 cities.
Wherever you're located, we're nearby.

We are staffed with career employee
benefit professionals, fully experienced
in self-funding with multiple stop loss
resources to fulfill your reinsurance
needs.

We offer the responsiveness and service
that make good benefit plans perform
at their best. . . day in and day out. We
spend your money as if it were our
own, using the same standards of claim
evaluation. Plus you enjoy individualized
plan design, procedural flexibility and
custom-designed management reports.

You know the advantages of self-funding.
We know how to put them to work for
you. Let us prove we deserve to be your
preferred ASO resource. You'll be
pleased with our price and surprised by

' our exceptional service.

Y35, E] send me a presentation folder filled with
more information about Genelco's ASO.

[3 include a specification form in my presen-
tation folder so you can prepare our ASO bid.
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at last year's conference. These ses-
sions are led by moderators chosen
at the 1981 conference.

Industries sessions this year
will cover agricultural products;
apparel and textiles; banking; bulk
grain handling; cement; construe-
tion; consumer beverages; drilling;
drugs, chemicals and pharmaceuti-
cals; electronics manufacturing; en-
tertainment; farm cooperatives;
food chains; food processing and
fast foods; hospitals; hotels; insur-
ance; leisure products; machinery;
maritime; mining and metals; Na-
rional Assn. of Real Estate Invest-

ment Trusts; new risk managers;
non-profit organizations; oil; ports;
public entities; publishing, printing
and broadcasting; real estate; rent-
als and leasing; restaurants; retail-
ing; retailers-employee benefits;
school boards; telecommunications;

trucking; university risk managers;
and utilities.

The industry sessions are usually
open to RIMS members only. At
this time, only the cement business
and school boards industry sessions
are open to non-members.

General sessions, which are open
to all registrants, are led by a mod-
erator and a panel who will discuss
broad topics.

The first general session on April
19 is "The Changing Age Mix of the
Work Force," featuring as speakers
G.H. Myford, director of employee
benefits of the National Railway
Labor Conference; Haeworth Rob-

ertson, vp of William M. Mercer
Inc. and former chief actuary of the
Social Security Administration;
and Donald R. Fleischer, principal
of Towers, Perrin, Forster &

Crosby.
The second general session on

April 21 is "Developments in Com-
mercial Industrial Insurance Mar-

kets," featuring as speakers Jim
Billett, president of Trenwick Ltd.;
John Cox, chief operating officer of
the Insurance Co. of North

America; Frans Eliason, president
of Northwestern National Insur-

ance, and John Lock, deputy gen-
eral manager of Mercantile & Gen-
eral.

Split sessions, also led by a
moderator and panel, are discus-
sions on diverse subject matters,
from general management and em-
ployee benefits to captives

The size of the audience at each

session ranges from 200 to 500 em-
ployees.

The session topics and their mod-
erators are: "Health Care Cost Con-

tainment," Benjamin H. Katcoff,
corporate benefits manager of Po-
laroid Corp., "Pre-Retirement

Planning," Donald R. Morrisey,
manager of benefits administration
at IBM Corp.; "Tax Reform and
Employee Benefits," Dr. Joseph E.
Johnson, professor and head of the
department of business administra-
tion at the University of North
Carolina at Greensboro; and "In-

vestment of Time," Gary C. Jor-
dan, assistant vp and risk manager
of The Northwestern Bank.

Also, "Catastrophe & Major
Claims Management," Richard H.
Soper, director of risk and insur-
ance management for Levi Strauss
& Co.; "Model the Risk," Charles

Armstrong, manager of corporate
risk management for Xerox Corp.;
"Washington Update," Richard
Heydinger, director of risk man-
agement of Hallmark Cards Inc;
and "Management-The Indispen-
sible Ingredient," Walter B. Smith,
vp of Rollins, Burdick, Hunter of
Illinois.

Also, "Ethics in Risk Manage-
ment," Eckart Russell, risk man-

ager of Alcan Aluminium Ltd.; and
"The Captive Movement," Duane
Allen, assistant treasurer of The

Hanna Mining Co.
The moderator for "International

Liberalization of Insurance Ser-

vices" has not been announced.

Miniseminars include panel dis-
cussions led by a moderator and
workshops. Attendance is limited,
and admittance is on a first-come,
first-served basis. Eleven of the 86

sessions are restricted to RIMS

members only.
Some of the miniseminars open

to all conference participants in-
clude: "International Employee
Benefits, . ,Self-insurance of Group
Benefits Now Available to Small

and Middle-sized Companies, " "SO-

cial Security and Corporate Risk"
and "Employee Benefits Analysis
for Acquisitions and Divestitures."

Also, "Cost Control/Contain-

ment Through Claims Manage-
ment," "What You Should Expect
From Your Broker," "Legal As-
pects of Security," "How to Protect
Your Overseas Investment" and

"The Insurance Department as a
Profits Center."

The conference will close on Fri-

day morning, April 23.
To receive a brochure or to regis-

ter for the 20th Annual Risk Man-

agement Conference, contact the
Conference Department, Risk &
Insurance Management Society,
205 E. 42nd St., New York, N.Y.
10017; 212-286-9292.

The registration fees for the full
week are $420 for members and
$520 for non-mernbers. Fees for a
partial week are $350 for members
and $425 for non-members. .

Retailers' comp pool growing
LAKELAND, Fla.-The first

major self-insured workers com-
pensation pool for Florida retailers
now writes 20 times as much busi-

ness as it did when it began opera-
tions three years ago.

In January 1979, the Florida Re-
tail Federation Self-Insurers Fund

started with 20 companies and an
annual premium flow of $143,000.

Today, the fund's premium flow
from its 1,000 participating mem-
bers tops the $3 million mark.

"We attribute the rapid growth
of the retail self-insurers fund to

the premium savings members
earn," said C.C. Dockery, president
of Summit Consulting Inc., the La-
keland, Fla.,-based management
firm that administers the pool.

Under the pooling arrangement,
the amount of dividends a member

receives is based on the firm's loss

experience and the fund's profit-
ability.

Sixty percent of retail fund
members who qualified for divi-
dends in 1979 received premium
savings of more than 44% in divi-
dends and discounts, he said.

The fund, which self-insures the
first $100,000 of losses, has two
layers of specific excess insurance.
The first, which is supplied by INA
Corp., covers any individual loss
from $100,000 to $1.1 million. The
second layer, supplied by Employ-
ers Re, covers losses from $1.1 mil-
lion to $2.1 million.

The fund also has an annual ag-
gregate stop-loss policy with INA.
Under that policy, the fund puts
aside 70% of premiums to pay for
claims. Once that fund is ex-

hausted, the INA policy pays the
next $1 million in claims.

The average premium paid into
the fund is about $30,000. The smal-
lest premium is $100, while the lar-
gest premium is about $170,000. .



Cargo ship covered
LONDON-A cargo ship sunk by

Irish Republican Army terrorists
last month off the coast of Donegal
is insured for less than a million

pounds under a war risks policy
from Steamship Mutual Under-
writing Assn. Property & Indem-
nity Club, sources said.

Neither the owners of the St.

Bedan nor the club will be able to

collect from the government, how-
ever. A law in Northern Ireland

allows companies to file claims for
terrorist attacks on land, but does

not cover the sinking of ships. .
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Malpractice pool wants hospitals to fund deficit
Continued from page 1

Two policy-year 1979 occur-
rences resulted in jury awards dur-
ing 1981 of $6.75 million and $2.25
million.

The first involved a woman who

lapsed into a coma during routine
surgery, and the second involved a
couple whose child died days after
birth.

On Feb. 25, Leon County Circuit
Judge Donald O. Hartwell issued
an injunction barring the fund
from taking any action to suspend
the coverage or the licenses of hos-
pitals that refuse to pay the new as-
sessment. But he also ordered the

hospitals to pay about 15% of the
fee-or $96 per bed-pending reso-
lution of the dispute.

An appeals court extended the
injunction the next day. In the
meantime, the hospitals say they
are paying the $96-per-bed fee.

The hospitals contend that a lit-
tle-noticed section of the law allows

physicians covered by the pool to
avoid paying such whopping as-
sessments while the hospitals,
which have been responsible for a
relatively smaller portion of the
losses to date, bear the brunt.

The disputed section forbids the

fund to retroactively assess physi-
cians or professional associations
more than 100% of the .original
plan-year fee while placing no such
cap on the assessments that may be
levied on hospitals.

As a result, fund officials note,
they were forced to charge hospi-
tals twice their original fees when
it came time to figure assessments
for the 1979 plan year.

Hospitals as a class are being
asked to pay $11.5 million in retro-
active assessments to cover the pro-
jected 1979 losses, after already
contributing $6.9 million in fees.
That compares with losses so far at-
tributed to hospitals of $8.8 million
-a pure loss ratio of 48%.

By comparison, doctors as a
group are being asked to pay $2.4
million in assessments after contri-

buting $2.9 million in fees. That
compares with doctor-related
losses, as computed by the fund, of
$14.4 million so far-a pure loss
ratio of 273%.

The lawsuit filed by the hospitals
charges the 100% cap for doctors
and professional associations is an
unconstitutional denial of equal
protection with no rational basis.

The fund argues the Legislature

may have had a reasonable basis
for the cap, but does not speculate
on what it was. The fund's lawyer
also argues that the hospitals were
among the health care providers
that argued during ratemaking
hearings in 1978 against higher
per-bed rates that would have
made a retroactive assessment un-

necessary.

"If you carry it back to the ulti-
mate, they shot their own noses
off," argues Mr. Collins, the fund's
attorney.

Both Mr. Hill, the hospitals' at-
torney, and an official in Commis-
sioner's Gunter's office suggest the
politically strong medical lobby
won the disputed statute language
in exchange for its support of the
Legislation.

"The American Medical Assn.
and the Florida Medical Assn. are

the largest professional contribu-
tors as a group (to political cam-
paigns in Florida)," noted Alfred
K. Chandler, coordinator of medi-
cal malpractice issues for Mr.
Gunter.

Adds Mr. Hill: "To a certain ex-
tent, the physicians in the state
used their clout to gain an advan-
tage over the hospitals. That's

J-M not liable for punitive damages
Continued from page 2
argued in the Speake case. The
plaintiff dropped initial charges
against the subsidiary because of
complications involved in proving
aggravation of a prior condition.
The jury absolved another J-M sub-
sidiary of any liability.

Neither Johns-Manville nor the

plaintiff's counsel would predict
what impact the Speake decision
might have on 1,000 other suits by
plant workers pending against the
company in California and in Wau-
kegan, Ill., and Manville, N.J.

A J-M spokesperson said the
company has not settled any of the
lawsuits out of court.

Litigation-plagued Johns-Man-
ville is also battling The Home In-
surance Co. and more than 20 other

excess insurers over coverage for
millions of dollars in asbestos losses

(BI, April 7, 1980). The Travelers
Indemnity Co., J-M's product lia-
bility insurer from 1947 through
1976, claims it has paid out its limits
for those years. J-M also is suing its
former broker Marsh & McLennan

charging it failed to put together an
insurance package that would fully
cover asbestos claims (BI, Jan. 18).

Testimony at the Speake trial
showed that Johns-Manville had a

deliberate policy of not telling
workers they showed signs of as-
bestosis until they were disabled or
became sick from their condition,
said Mr. Kilbourne, the plaintiff's
attorney.

The parent corporation acted as a
third party in setting up the indus-
trial hygiene and medical programs
used by its Pittsburg subsidiary to
monitor asbestos dust levels and to

perform employee physical exami-
nations.

Weyman Lundquist, a San Fran-
cisco attorney representing Johns-

Manville, denied that the company
had covered up knowledge of as-
bestos dangers from its workers. He
said Johns-Manville's efforts to

minimize health risks in its plants
were reasonable and responsible by
the standards of the times.

"The jury found no conduct
warranting punitive damages," said
Mr. Lundquist. "Punitive damages
were the real issue in the case."

During the trial, defense attor-
ney Lundquist described Mr.
Speake as a self-mutilator who re-
fused to give up a 40-year, pack-a-
day smoking habit even after he

was told to do so by doctors treating
him for asbestosis.

Mr. Lundquist said that com-
parative fault had been argued in
the case although it was impossible
to say what bearing Mr. Speake's
smoking habit had on the jurors'
deliberations. "Ninety percent of
the people who have asbestosis are
also smokers," he said.

Johns-Manville has filed a mo-

tion to offset the $100,000 compen-
satory damage award with workers
compensation benefits already paid
to the 66-year-old plaintiff, who
was forced to retire five years ago
because of his lung disease. .

nothing new. It's been going on for
years."

But the attorney also sees other
fundamental flaws in the 1975 stat-

ute. Frist, he says, it was a mistake
to force hospitals but not doctors to
participate. Secondly, the statutory
limitation of $25 million-later re-
duced to $15 million-on the
amount of cash reserves the fund

could accumulate also was short-

sighted at a time when ultimate
losses could be twice those figures

for any one policy year.
"The Legislature was afraid

somebody would create a huge fief-
dom of money if they didn't put in
that cap," he says.

Now the fund is seeking amend-
ments to the 1975 statute to allow

doctors to be assessed up to twice
their original plan fee. Any such
fix, fund lawyers warn, won't solve
the past problem of inadequate fees
but could rescue the fund from any
deficit in future plan years. •
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PBGC failed to guarantee pension: Suit
Continued from page 2

The PBGC says it can't pay the
benefits because it does not guaran-
tee improvements made less than a
year before a plan folds.

The PBGC's "arbitrary, capri-
cious" interpretation of ERISA's
so-called phase-in benefit guaran-
tee limitation has resulted in the

denial of vested benefits for thou-

sands of others, according to the
Pension Rights Center, a pension
activist organization that is assist-
ing Mr. Ramputi and Mr. Rettig.

The suit is a sensitive issue for

the PBGC, which charges employ-
ers $2.60 annually for each person
enrolled in a plan. The premiums
collected are supposed to help pay
for workers' vested pensions if
their plan fails.

Robert Nagle, the PBGC's execu-
tive director, declined to comment
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on the suit. A spokesman said the
agency is now studying the issues
raised by it.

The heart of the issue centers on

whether the PBGC must guarantee
recent benefit hikes, even if those

hikes were made to enable the plan
to comply with ERISA's minimum
vesting standards.

When Lidz set up its plan in 1956,
an employee could not vest until he
reached age 55 and worked for the
firm for at least 15 years.

That long vesting requirement
ran afoul of ERISA's vesting stan-
dards. Under the most popular of
the three major vesting standards
provided by ERISA, employees
must be 100% vested after 10 years
of employment.

In August 1977, Lidz amended its
pension plan so that all employees,
including Mr. Ramputi, and Mr.

Rettig's wife, Herta, who both had
worked for the firm for at least 10

years as of Jan. 1, 1976, were
vested. By then, Mr. Ramputi had
worked for Lidz for about 35 years
and Mrs. Rettig for about 37 years.

On May 11, 1978, Lidz told the
PBGC that it intended to terminate

the plan at the end of the month.
On April 22, 1980, the PBGC agreed
to become trustee of the under-

funded plan and guarantee all non-
forfeitable benefits.

Following a series of delays and
congressional inquires, the PBGC
told Mr. Ramputi Feb. 8 :hat it
would not pay his pension. A simi-
lar letter is expected to be sent soon
to Mr. Rettig.

In a Sept. 12, 1980, letter, PBGC
general counsel Henry Rose told
then-Sen. Jacob Javits, R-N.Y.,

who had made inquires about the

Rettig case, that under Section
4022(b)(8) of ERISA, guarantees of
pension plan amendments that
boost benefits are phased in at the
rate of 20% a year.

For example,'if a plan was
amended to boost a participant's
benefit by $100 a month, the PBGC
would guarantee the first $20 of
that hike one year after the
amendment went into effect.

However, since the Lidz plan
terminated less than one year after
it was amended, the PBGC, under

its interpretation, would not guar-
antee Mr. Ramputi's or Mrs. Ret-
tig's benefit, Mr. Rose said.

In the suit, attorneys for Mr. Ret-
tig and Mr. Ramputi say they lin-
derstand why Congress placed a
phase-in on PBGC guarantees of
vested benefits.

Without such a limit, employers

who knew they were going to ter-
minate their pension plans might
raise benefits at the last moment so

that PBGC would be forced to

guarantee the higher benefits after
the plans folded.

However, that phase-in was not
intended to apply to improvements
required to meet ERISA's vesting
standards, the suit says.

"The phase-in limitation was not
intended to apply to the changes in
entitlement required by ERISA,
i.e., it was not intended to apply to
pension benefits which became
non-forfeitable as a result of pen-
sion plan amendments mandated
by ERISA. " the suit says.

The suit asks the court to order

the PBGC to guarantee all benefits
that were made non-forfeitable as a

result of pension plan amendments
mandated by ERISA. •

Asbestos companies held not liable in Illinois suit
Continued from page 2

Although they earlier were
awarded more than $57 million in a
lawsuit against Cape Industries
Ltd. and two subsidiaries, it is un-

certain whether they will be able to
collect from the London-based

company (BI, Feb. 15).
"I think the odds are that the

plaintiffs will have no recovery at
all," said Frederick Velde, an attor-
ney for North American Asbestos
with the Springfield, Ill., firm of
Heyl, Royster, Voelker & Allen. "I
think there is a 99% chance that's

what will happen."
Unarco, Johns-Manville Corp.,

Johns-Manville Sales and North

American Asbestos originally were
named defendants in a class action

in 1978 brought by Bloomington at-
torney James Walker on behalf of
Ms. Mau and the 53 other plaintiffs.

-Mr. Walker subsequently
dropped all defendants except Cape
from the class action with the ex-

pectation that the others would be

brought back at a later date.
He then proceeded against Cape,

obtaining a default judgment
against it about 11/2 years ago. Cape .
failed to appear on the grounds chat
a circuit court in the United States

has no jurisdiction over the Lon-
don-based firm.

When the case went to trial to

determine the amount of damages
in late January 1982, a circuit court
jury awarded the 54 plaintiffs $57
million from Cape.

Of the $57 million, $850,000 was
awarded to Ms. Mau of Blooming-
ton, whose trial against the four de-
fendants removed from the class

action was to begin Feb. 16.
Shortly before trial, attorneys for

the defendants filed a motion for a

summary judgment. They con-
tended that because the plaintiff al-
ready had been granted an award
against Cape and previously dis-
missed the other defendants, she

was barred from now suing the de-
fendants because she would be

seeking double compensation.
Nor could she pursue additional

litigation whether or not the award
from Cape is ever collected, the at-
torneys argued. Judge Knecht
agreed with the defendants.

Mr. Walker could have waited to

decide damages against Cape with
the other defendants or proceed
against Cape without opposition,
Mr. Velde said. He elected to go
against Cape alone.

He didn't realize that once the

jury gave those awards, he gave up
his remedy against the other defen-
dants, Mr. Velde added.

"The real significance is that the
same facts and circumstances apply
to all his other clients."

Mr. Velde added that Mr.

Walker's dilemma is that he now

must decide whether to vacate the

judgment against Cape and then
try to proceed against the others.

But if the Cape judgment is va-
cated, and the court does not rein-

state the suit against the others, he
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may be giving up the only source
left from which to recover.

Moreover, Mr. Velde said that

Mr. Walker did vacate the judg-
ment against Cape on Ms. Mau's
behalf but the judge refused to
reinstate the case against the
others.

Mr. Walker could not be reached

for comment, but defense attorneys
said they expect him to appeal.

Cape has never appeared in court
to defend in the workers' asbestos

suit, contending it never did busi-
ness in the United States.

The circuit court jury on Jan. 28
and 29 awarded the plaintiffs $35
million in punitive and $21.8 mil-
lion in compensatory damages
against Cape and its two subsi-
diaries, Cape Asbestos Fibers Ltd.
and Egnep (PTY) Ltd.

All of the plaintiffs were em-
ployees or representatives of for-
mer employees at a now-defunct
Unarco Industries plant. Jury
awards ranged from $200,000 to
$900,000 each.

The workers suffered from asbes-

tosis, mesothelioma, bronchogenic
carcinoma and gastrointestinal can-
cer they say they contracted work-
ing at the Unarco plant, which
made plastic pipe insulation and as-
bestos packing material. Raybestos-
Manhattan, also named as a defen-
dant in the suit, has filed a motion

for a summary judgment. It is sche-
duled to be heard March 30.

The next trial against the defen-
dants is set for May. The plaintiff is
Earl C. Million who was awarded

$250,000 in the Cape trial. .
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Continued from page 2 The CAB rule. requires an air-
cate for Dalta, whose broker is line's broker or insurer. to sign a
Johnson & Higgins in Atlanta, certificate. saying they provide in-
listed "USAIG and other insurance surance affording at least $300,000
companies" as its insurers. worth of bodily injury, death or

Among other high limits re- property damage coverage per per-
ported were: Midway Airlines, $300 son per occurrence and $20 million
million; Pan American World Air- peraircraft.

ways, $200 million; Transamerica. This requires the airline to buy
Airlines $2OD million; Alaska Air- insurance of at least $300,000 per
lines, $200 million; New York Air- passengei or $300,000 multiplied by
lines, $200 million; and Texas In- 75% of the number of seats installed

ternational Airlines, $200 million. in the airline's largest aircraft.
Other major airlines appear to be Alternatively, the.insurer or bro-

reporting only the minimum insur- ker may certify the dollar.amount
ance required and keeping up of coverage if the carrier has a.
limits to themselves. For example, combined single-limit policy, as
the certificate filed for United Air- long as the dollar amount exceeds
lines on March 1-six days late- the minimums.

contains no coverage limit. Instead, In addition to USAIG and

on a form signed by the giant. air- Lloyd.'s of London, other frequent
line's broker, Rollins Burdick underwriters of U.S. trunk airlines,
Hunter, there is the notation "ex- according to the certificates, are
ceeds minimum limits shown, Fireman's Insurance Co. of. New-

above." ark, N.J.; the Dallas-based Aviation
Among the 20 well-known U.S. Office of American Inc., a subsidi-

carriers checked, Trans World Air- ary of Crum & Forster; Associated
lines, Braniff Airways, Air Florida Aviation Underwriters Inc., agents
Inc. and World Airways joined for another New York-based pool;
United in not disclosing the upper U.S. Fire Insurance Co., written
limits of their insurance. through Aviation Office of

Air Flbrida had up to $500 mil- America; American Home ·Assur-
lion in insurance Jan. 13 when one ance Co; an American Interna-
of its Boeing 737 jetliners crashed tional Group affiliate; Industrial
into the Potomac River, insurance Indemnity; and several foreign
sources said at the time. And World syndicates including La Concorde
Airways had at least $350 million in and La Reunion Aerienne, both of
coverage when· one of its DC-1Os France, and Italy's Generali Insur-
overran a runway in Boston on ance Co. and CAMAT.

Jan. 23. Bfokers and insurers inter-

Republic Airlines, which dis- viewed said they are still evaluat-
closed $40 million in insurance, ac- ing the effect of the new rules and
tually has $300 million in liability are particulary debating the impact
insurance, industry sources said. of a subsection that prohibits insur-

American Airlines, the nation's ers from denying an airline cover-
third major coast-to-coast carrier, is. age when a crash involves viola-
acknowledged on its CAB-filed tions of federal regulations for safe
certificate to have just $120 million operating procedures.
in insurance-a figure that indus- Such exclusions have customar-

try sources say is far below its ac- ily been included in policies writ-
tual limits. American's certificate ten for smaller airlines like charter

also reports the coverage is on a operations, they added.
quota-share basis with 23.5% placed One major U.S. aviation un-
with USAIG, 11.5% with Fireman's derwriter said CAB lawyers have
Insurance Co. of Newark, N.J., tried to clarify the rule on exclu-
38.8% with Lloyd's of London, 1.2% sions and other points through let-
with Generali Insurance Co. of ters and conversations with attor-

Italy and 25% with La Concorde of neys for Lloyd's and others.
France. "The problem is the rule doesn't

It was not the CAB's intention to match up with the explanations the
require disclosure of the upper CAB is giving," said the un-
limits of a carrier's coverage, said derwriter, who asked that his name
Joseph A. Brooks, a member of the not be used. "They flat out refuse to
CAB's office of general counsel change the law, but they gave us
who helped author the regulation. interpretations and that's what we

Bill would stop suits against employers
Continued from page 3

But opponents of the proposed
legislation say a worker should be
allowed to sue above and beyond
workers compensation benefits if
there is a blatant disregard for
safety on the job.

James Manolidis, whose name
was mistakenly typed into the offi-
cial court record as Mandolidis, was
an employee of Elkins Manufactur-
ing in Elkins, W.Va., when a fed-
eral safety inspector cited the com-
pany for not having a safety guard'
on the saw Mr. Manolidis operated.

When the inspector left, manage-
ment allegedly told Mr. Manolidis
to operate the saw without the
guard. Court records show that the
worker accidently cut off part of
his hand a few days later.

The success of his lawsuit has

had quite a ripple effect.
"There are a whole bundle of

lawsuits in West Virginia" based on
this decision, says John Hurd, pres-
ident of the state's Chamber of

Commerce, the group that is lead-
ing the move to change the law.

"The largest award to date for $4 .
million is on appeal now, but even .
half of that amount would put the
employer out of business," said Mr.
Hurd. Backers of the legislation are
taking no chances. They've intro-
duced identical bills in both the ,
House and the Senate.

"The Mandolidis decision is non-

sense," says Robert Warden, presi-

dent of the WestVirginia Manufac-
turers Assn. "Anyone who says dif-
ferently is not telling the truth.".

He criticized the state hikh court
for being too liberal.

The court based its.decision in

1978 on a previous case that dates
back to 1917 when the stateadded.a

provision. to its.law that allows an
employee to sue in court for death
or injury that is the result· of the
employer's deliberate intent to.
harm a worker, said-a Supreme
Court justice familiar with the case.

In 1933, the West, Virginia Su-
preme Court ruled an employee
has the right to go to court to prove
deliberate intent, the source said.

"If an employer violates a safety
law and his worker is injured or
killed, the.jury can infer it was in-
tentional," said the judge.

But Mr. Warden says employees
are taking advantage of the ruling
and filing frivolous suits.

An employee can slip and fall on
a grease spill, collect workers com-
pensation and sue the employer for
a willful, wanton, disregard for
safety, says Mr. Warden. "That's no
intent to injure an employee."

West .Virginia's AFL-CIO Pfesi-
dent Joseph Powell says employees
should have the. right to sue their
employer if there is a disregard for.
safety. But he said there might be
some compromises to modify the
bills before the Legislature ad-
journs March 13. .

have (to work with)."
Among other things, the CAB

says it will continue to allow policy
exclusions for environmental and

noise damages, war risks and liabil-
ity for injuries to flight crews.

The prohibition on safety-related.
exclusions could raise rates for
smaller carriers.

Rates for commuter or charter

airlines could rise as much as 20%
because of the elimination of such
exclusions, said Jeffrey R. Zito, an
aviation broker with Atlanta-based
Fred S. James & Co. of Georgia.

For some such carriers "it could
be as much as several million dol-
lars," Mr. Zito added. However, he
said many underwriters. and bro-
ken have not yet decided how to
factor the new CAB limits into
their formulas or whether exclu-

sions prohibited under the CAB
rules for the minimum coverage
can be added to coverage layers ex-
cess of the.minimum.

For the commuters and charter,

operators, "I think there will be a
(market) tightening, and especially
for those who are less than firmly
solvent, and particularly those who
are new and not well-known in the

business or have an unenviable
safety record or no safety record at
all,".said. Charles A. Tarpley, a se-
nior vp of the Aviation Office of
America Inc.

The rule on safety exclusions has
serious implications, said Fred-G.
Schonenberg, a· vp of Erg Manage-
ment Corp. of New York City. The
Duncanson & Holt Inc. subsidiary
manages the Extended Reinsur-
ance Group, an aviation reinsur-
ance pool.

"But it's almost always the case
with federal agencies that they
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back down,to the point where com-
mercialinsurers can live with it."

Another U.S.-based underwriter
also warned that another provision
of the new rule will raise the hack-
les of insurers.

The underwriter, who asked not
to be identified, says he expects,in-
surers and brokers to dislike the

CAB regulation that binds the in-
surers listed on the CAB-filed in-
surance certificate to the risk until
a new certificate is filed. Insurers

must be sure that they notify the
CAB when·a policy is terminated. m

PAUL X. McMENAMAN, P.A:
Attorneys to the Insurance Industry

General Casualty Professional Liability Product Liability
Fidelity and Surety Bonds Fee Attorneys
Contract Attorneys Contingent Attorneys

Fees, contract proposals and resumis on request
Contact Main Office: 2307 Railroad Avenue

Spring Lake, N.J. 07762
(201) 449-1600 1 So. New York Ave.46 Bayard St.

New Brunswick Atlantic City

Clean Up Your Claims
with Automated Health Services.

,.

-

k M

In claims processing, a clean desk is the sign of a healthy
company-a company who handles claims quickly and
efficiently.

How healthy is your company?
At Automated Health Services, we can provide you with an

on-line real time claims processing system that:
• determines the proper benefit plan
• checks for duplicates
• calculates basic and major medical benefits
• handles correspondence on-line
• produces checks with complete E.O.B.
• handles check reconciliation

The best way to appreciate our system is to see it in action.
Just give us a:call and we'll come in and clean up your claims
desk.

AUTOMATED HEALTH SERVICES, INC.

9711 W. 55th Street ·Countryside, Illinois 60525 (312) 352-1894

"Software packages for large scale or mini systems.
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classified advertising
RATES AND CLOSING TIME:

Published ere) y Monday Copv in zorittenformin Chlcagooffice not later Bustizess Insurance blmdbo.rads a) e fo,waided dally Mailad.s to Bai bara
than noon Mondav, 7 davs preceding put)lication date Display classified Tosheff. Business Insurance, Classified Adve, tising Dept , 740 N Rush St ,
takes card Tate of $55 00 per column inch with card ducounts on nze and Chicago, IL 60611 Call (312) 649-5340 for more mfonnation Tele.r Number
fiequencv Stringht classified $5 00 pei line, muninum of 5 lines Addi- 25-4248 No ve, bal phone copv accepted Responses to Business In.fitiance
tional $10 00 chirge fo? blind bor numbe) Cash with order Responses to blind bo.r advertisements must fit mto a legula) blt.villeu-glze enuelope

BUSI NESS OPPORTUNITIES
BROKERS & SPECIAL RISK-RAY J CROWLEY GROWING COMM./INDUST.

C E O.-This is a top 20 competitor in the brokerage arina with the AGENCY SEEKS PRODUCER
Business Insurance

Established Texas managing general
*l position available for a very successful leader You w,11 need
top shelf credentials to be COnbidered for this slot Your expertase 3-5 yrs exp with a controlled book WELL ESTABLISHED PROPERTY & agency seeklng innovative companies

Circulation must include production. servicing & administrative work whether of business $200,000 or more losj; CASUALTY AGENCY SEEKS MERGER to represent in Texas We have heavy

it be thru Ingmt roles or direct personal contact Your responsibil-
workers' compensation experience

Breakdown
OR SALE

ittes :111 Include the forming of philosophies, production goals, data reg private office, tel, sec , and good contact with industry

market concentrations, staffing, etc Enjoy the prestige & all that etc 10At markets avail /Chgo Revenues about $300,000 Excellent groups We have outstanding facill
Com-nercial Consumers goes with it (OPEN) west suburban loc on tollway Send markets, 70% commercial Los An tiet, for handling all aspects of in

RISK MGMT CONSULTANT-This is an At class 15 co Certainly pers resume, details on exist book geles Basin area Principal willing
surance company operations Bill

Administrative Management one of the leaders & innovators of new products & approaches of bus All mq strictly confidential
Chanslor, William A Chanslor &

This particular oppt will deal with the structurtng of alternative to remain Reply Associates, 8300 Bissornet, Ste 610.
ownlrs pres,cents approaches in relation to large risk, national acets for maJor Box 527 BUSINESS INSURANCE Houston, Texas 77074, 713 777 3561

vos etc 6 823 chents This position will deal with the major brokers & large Box 529, BUSINESS INSURANCE
independents as well as the Insured themselves The ideal candidate

740 Rush St. Chicago, 111. 60611 740 Rush St Chicago, 111 60611
Financial Managemert w111 have a financial bkgd & or exposures to cash flow programs.

chie trancial ifficer: retros, paid loses, deductibles. guaranteed cost, etc If you are
sound technically & enjoy outside work, this could be a great oppt

vps ol 0,rance secretaries Mid Upper $40's
treasurers eit 9385 FINANCIAL ANALYST-Sr Position (MBA)-Major alphabet flrm

located in one of the mobt mfluential insurance hubbs in the

Insurance Management country is presently seeking an individual with an advanced degree
.ps directors managers of in Finance or Economics as well as hvy exposures to the prop &

cas industry ThiES position will deal primarily with Fortune 1000
insirance risk bene fits type acets You must have exp in alternative financial approaches.
corr Xensatior safe ¥ financial modehng, feasibility studies, etc Thls position is for the

sec-lity etc 5 791
salient type professional to deal in Ingmt as well as marketing Bond Underwriter
directly to the insureds $60's

Gove rment Associations, MBA'S-The insuranee industry has several great oppts for in
dividuals with advanced degreed in Finance or Economies These

Untins, Educational pOSitiOnS vary m level & location depending on your abilities
Ins,lutions 10C1 If you have written & oral communicative skills as well as your Give your career a constructive boost...

degree. don't hesitate These are ground floor oppts available for
Commercial Consumers people Just like vou $ DOE

SPECIAL ACCOUNTS-GLENN WOOTTON Join the Continental Bond Team in Piscataway, New Jersey
Sub-total 23,000 FCAS-BROKER'S CONSULTANT-Top 10 broker with one of the

strongest reputations for working with top national aeets is cur-
Insurance Agerts rently seeking an FCAS actuary This position 15 1 the risk mgmt The Continental Insurance Companies Property & Casualty Home Office

& Brokers 9 741 consulting diveon & iniolveG working wtth reserves, self ins has an immediate opening for a Bond Underwr,ter who possesses good,programs & eaptives The ideal candidate will have strong written
Insurance Cos 4 735 & verbal communneation sking as well as a technical bkgd in sound skills to handle the underwriting of fidelity and surety bonds
Finaroal Instititions 303 comm pricing & reserving $6OK

Actuanes Atto neys
LARGE RISK ACCT EXEC -This position is with a large eo that
has opened several branche*, that are strictly special ritk operations Requires a degree in Business Administration or equivalent and 1 plus

Ad isters Appraisers They handle large acets $500K & up in premum This inv/lves
& Consultan s 2 208 constant contact with brokers & risk mirs w the client seeks a years experience in either fidelity or surety bond underwriting Should

hvy technical bkgd m paid loss, retros, high deductibles. cash
Othe s allied tc the field 776 flows & funding program*, Strong communication skills & a mar-

also be able to take a realistic, tough approach in the performance of
keting t,pe peonallty are also necessary this function,

TOTAL 40,763 MARKETING MGR -One of the major ins operations in the
country has developed a marketing scheme to keep business in the

Sol fe B itiness Occupational narent subsidiaries You will be outside in contact with both As one of the nation's largest property & casualty
brokers & any other source that the parent uxes to generate

baa.down ct qual,1 ed Cifcuiation business for KS subsidiaries Imagine having the resourees to be organizations we can offer you opportunity for
NOD L 196 1 /2/' i 9 submittoci to able to handle any type of risk within your own organization D

The ideal candidate will be hvy technically & have either a
career advancement together with a fully competi-

BPA for December 981 BPA Pi,n hrokern'/ nr E&9 bkgd $36K + Car + Exp I.. 0 tive benefits and compensation package Qualified
bshe s Statement VP TREATY-This is a major rein,qurance firm with a staff of

top flight individuals that needs a new leader In-house prorrotion candidates are invited to forward resume, with sal-
causes the current VP to find his own renlacement A ftrong PMC
u/w bkgd with an emphasts on production & a wlmnsfness to

ary history, m confidence to J, Stephens, Dept.
travel as well as good track record in the treaty marketplace 4, 8138, The Continental Insurance Companies, Prop-
are the prerequisites to this highly visible $BOK position erty & Casualty Home Office, 2 Corporate Place,

CLAIMS MANAGER 0"C
Piscataway, New Jersey 08854.

Excitirg immediate cpportuntty with a /,-iINTERNATIONAL INSURINCE 1962

new clmpany In Ne·v Orleans writ-
ing physician's professional liability

h-0- 2 CONSULTANTS,INCORPORETEDI.h //1
insurance Salary commensurate Ilitlll DIVERSIFIED EXECUTIVE SEARCH SERVICES The Continental Insurance Companies
with experience Send resume m subsidiaries of The Continental Corporation
cluding salary requirements to (800) 327-8228 (305) 771-9910 ALL REPLIES HELD CONFIDENTIAL

Box 530, BUSINESS INSURANCE EQUAL OPPORTUNIlY AGENCY An Equal Opportunity Employer, M/F/Handicapped
5301 N DIXIE HWY740 Rush St. Chiczgo, Ill. 60611
FORT LAUDERDALE Fl 33334 COMPANY FEE PAID

FLORIDA INSURANCE AGENCIES
FOR SALE

Branch Loss
Orlando-3 million premiums L

Orlando-1 million premiums One year ago we placed the following advertisement
Tampa-10 million premiums EXECUTIVE DEVELOPMENT

Control Managers
Miami-$100,000 commissions PROGRAM
Ft Lauderdale-1 million premilms Aggressive insurance firm seeking participants for advanced
West Coast-3 million premiums training and work experience program Successful comple-
N W Florida-$140,000 commissions tion will first lead to position as Branch Manager, National
East Central-6111 million premiums Account Representative or other key opportunity in under-

®teky Our only clients are buyers and
writing, sales, claims or financial functions Training will
include a formal program working with management in eachsellers of insurance agencies Con-

tact 1 A A, 1079 South Semoran area of the Company with heavy emphasis on research and
Blvd, Winter Park, Fl 33792, (305) special projects Appropriate formal study m local academic
678 9489 institutions and within the Company will also be expected.

Participant sare expected to present
1 At least a Bachelors Degree with above average scho-

Continental Technical Services (CTEK) is the Continental Insurance lastic record

2 A minimum of 3 years insurance employment SpecialtyCompanies' answer to the changing needs of the loss control market-
place We are seeking top flight managerial talent to fill these highly Risk Management- not important tf acquired general insurance knowledge

is adequate
visible Branch Loss Control Manager positions A competitive reloca- • Corporate 3. A personality suitable for public contact tri both sales
tion package accompanies these three challenging career openings National • Insurance and service

In Chicago, St Louis and Detroit Placement 4. A strcng desire to learn all areas of the insurance bust-Company
ness and advance to a key management positionReporting directly to our Regional Manager, you will provide overall • Brokerage Participants will receive

delivery and marketing of loss control services through a staff of MARTY HODES, ARM 1 Insurance education and experience in a unique train-
10-12 employees supporting a premium volume of $11 to 35 million (212) 697-3358 ing Frogram involving all aspects of the insurance
The successful candidate will possess 5 years multi-line loss control business

experience, including 1 to 2 years in a supervisory/managerial capacity, Send for free brochure 2 Ultimate employment and career opportunity tailored
and strong leadership skills A degree In a technical discipline and to the individual's Interest and aptitudes.

CSP designation preferred
"Rewarding Careers 3 Competitive salary and benefit package

in Risk Management" Please reply by resume and cover letter explaining wh youAs one of the largest property & casualty organizations in the United might wish to participate We will contact the Indivt uals
States, we can offer you excellent opportunities for career advance- IRM Division displaying preliminary qualifications to discuss the program
ment, a competitive salary and a comprehensive benefits package Insurance Risk and our Company

including a dental plan and incentive savings program Please send
f _- _/ Management After training, our new employees now hold these positions

- Career Guides Agency..... Branch Manager-Pennsylvania
resume with salary history to Thomas C Dilatush, AVP, The Con- 415 Lex Ave, NYC 10017- Assistant Branch Manager-Ohio
tinental Insurance Companies, 2 Corporate Place South, Piscataway, Assistant Branch Manager-Georgia
New Jersey 08854 Small Fleet Direct

Sales Manager-Home office
MULTI CLIENT RISK MANAGEMENT We are now looking for a few more qualified participants If

WANT TO ESTABLISH YOUR you are interested, send us your resume and cover letter
OWN FIRM' Reply to

RALPH COOPER
Vfe are multi client risk managers DIRECTOR OF PERSONNELfor 20 corp's For a partnership
intelest we will provide selling and
operational methods, technical sup
port to a risk manager or broker's
account exec, based in a major
city Requires minimum 10 yrs

: ©TCC heapy experience, sales ability and
1962 adequate finances for one year

development period

The Continental Insurance Companies For more details send personal
resime to

subsidiaries of The Continental Corporation LEONARO R FRIEDMAN

RISK MANAGEMENT, INC Baldwin & Lyons, Inc.
DIRECT APPLICANTS ONLY- 325 Fifth Avenue, New York, 3100 N MERIDIAN ST

An Equal Opportunity Employer, M/F/H New York, 10016 INDIANAPOLIS, INDIANA 46208
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EPA apparently will dump coverage rule
Continued from page 1 nification against third-party liabil- least minimum standards across the nization, also wonders about the wants self-insurance to be allowed

EPA officials will confirm only ity and the prevention of pollution country "availability and affordability" of This option has received some at-
that the long-awaited suspension is accidents? States could then set stricter re- environmental impairment habil- tention from the EPA
being reviewed one more time, and Jim Toni, deputy OMB adminis- quirements according to their indi- ity insurance if the federal stan- The EPA's delay in making a de-
if they decide to drop the regula- trator for information and regula- vidual needs, notes Norman H No- dard lS dropped cision on the requirements puts
tions, a formal proposal w111 be tory affairs, says that agency's ob- senchuck, president of the associa- Although the market for the cov- many companies in an awkward
published soon in the Federal Reg- Jections to a federal standard still tion erage has grown rapidly in antici- position, says environmental con-
ister apply, and he thinks the EPA will "We've made our views known pation of the regulations, Mr Han- sultant Michael J Murphy, chief

Yet sources in the insurance, drop the requirement very clearly to the administrator neman says he is afraid it will executive officer of Risk Science
chemical, hazardous waste man- He also says he assumes the EPA (EPA Administrator Anne M Gor- shrink if the rules are withdrawn International, a Washington-based
agement and environmental con- will take the OMB's position into such) and her staff," he says, ad- Perhaps the industry group with division of brokerage Frank B. Hall
sulting industries say the rules are consideration "if the merits of our ding it will have its say again the greatest clout is the Washing- & Co Inc
definitely on their way out argument are sound " The National Solid Waste Man- ton-based Chemical Manufacturers "It frustrates them," says Mr

When the EPA moved last fall to "We work for the president, and agement Assn, based m Washing- Assn, a 200-member organization Murphy of the many companies
postpone the regulation until April I think people would take our ton, also has come out strongly in that includes some of the nation's that might be affected by a federal
13, it cited two objections raised by views seriously," he points out favor of a federal standard largest chemical companies regulation "They want to know
the Office of Management and But on the other side is the strong Composed of some 2,000 member Officially silent on this issue what they have to do to comply
Budget (BI, Sept 14, 1981) support from several industrial and companies that are involved with until recently, the CMA now pub- with federal regulations "

• Shouldn't the task of setting state regulatory groups for a fed- hazardous wastes, the group agrees licly supports a federal standard Mr Murphy strongly supports a
financial responsibility standards eral regulation there would be too many regula- One CMA official, who asked not federal requirement and expects a
be turned over to the states? The Assn of State & Territorial tory gaps if financial responsibility to be indentified, said the EPA got suspension would raise a host of

• How will such standards pro- Hazardous Waste Officials has standards were left to the states "cold feet" on its decision to drop Criticism
tect public health since there is no come out strongly for a federal re- Richard L Hanneman, director the requirements Just about the If the agency suspends the regu-
direct relationship between indem- quirement, citing the need for at of government affairs for the orga- time the CMA announced ltS SUp- lation, I believe that in the 60-day

port comment period that will follow,
The agency was going to publish there will be comments over-

the proposal to drop the insurance whelmingly supportive of the fed-

Rule change could affect landfill safety regulations the same time it pub- eral requirement," he says
lished proposals on closure/post- "Therefore, it seems a tremen-
closure costs Howver, at the last dous waste of time and money to

WASHINGTON-The federal Environmental smaller waste generators that do not have on-site minute, it decided only to issue the continue reviewing regulations
Protection Agency proposes to alter yet another reg- storage permits to exceed storage capacity, increas- latter (BI, March 1) that are meaningful and effective "
ulation affecting hazardous waste sites a ban on the ing the risk of explosion or seepage It "may or may not be a coinci- Based on discussions he has had
disposal of drums containing hquid toxic wastes But, the EPA's recent proposals could solve other dence" that the agency made this with EPA officials, Mr Murphy

While lifting the ban would improve worker problems that are plaguing waste site operators, she decision shortly after the CMA says the agency conducted a
safety at landfills, one hazardous waste expert notes, says came out in favor of the insurance lengthy review of its original pro-
the EPA's delay to alter the ban has led to a "dra- Part of the problem, she notes, is that the EPA has regulations, the official says posal, which is one reason for the
matic increase in the risk of storage accidents" for never issued a definitive test to determine what is In its support of a federal regula- delay of the suspension order Mr
many hazardous waste generators liquid waste and what is solid tion, the CMA cites concern about Murphy also says the agency's in-

Since last November, companies have been pre- If a drum contained so much as a few Inches of public acceptance of hazardous tent to suspend" is not nearly as
vented by the Resource Conservation and Recovery surface liquid, Dr Rubenstein says, comparnes could waste disposal sites The group strong as it was last fall, since EPA
Act from burying liquid toxic wastes in drums, a run afoul of the RCRA's ban against burying liquid fears there may be a shortage of officials have not been able to find
long-time industry practice wastes available sites in the years ahead substantive reasons not to have a

In a notice published Feb 27 in the Federal Regis- Dr Rubenstein further points out that such a test and believes a federal standard for federal regulation
ter, the EPA proposed an amended regulation al- would be extremely difficult to develop, since a financial responsibility would help "And they're only going through
lowing a waste site operator to dispose of container- "myriad of wastes" from many industries must be soothe public concern when new the exercises (to suspend) because
ized liquid wastes so long as those wastes do not ex- taken into consideration sites are proposed they said they would," Mr Murphy
ceed 25% of the site's capacity Dr Rubenstein describes the EPA's proposal and "It's not the be-all and end-all," says

The agency also has suspended the RCRA's total its temporary lifting of the ban as the "next best notes the CMA official, "but it Whit Field, special assistant to
ban on burying liquid wastes for 90 days, until May solution" in the absence of such a test would sure help " the EPA administrator for hazard-
26 The EPA will hear public comments on the pro- However, the EPA's decision to alter the RCRA The organization also fears that ous wastes, will only say that Ms
posed regulation in the meantime ban on liquid waste disposal has been severely crit- if owners of hazardous waste sites Gorsuch has decided to give any

However, a ban on the disposal of bulk liquid haz- icized by several groups, including the Hazardous do not have adequate protection suspension an additional review
ardous wastes in landfills still exists unless the site is Waste Treatment Council and the Environmental against third-party liability claims, The agency knows that it must
capable of detoxifying the waste, notes an EPA offi- Defense Fund, both based in Washington the public will look to the genera- act soon on the regulations, he
cial The former, a new group still in its organizational tors of hazardous wastes when they admits

But, at least until May 26 personnel at qualified stage, has sued the EPA in U S Circuit Court in file lawsuits Besides ruling on dropping the
disposal sites will not be required to open drums Washington to block the agency's action, charging "And guess who that ls' That's regulations, the administrator also
containing hazardous waste to determine if they that disposal of containerized liquid wastes will pose us," the CMA spokesman says must decide whether self-insurance

contain liquids, says Dr Reva Rubenstein, director the threat of "imminent public health ana environ- The CMA does qualify its en- will be allowed if the rules are
of the Institute of Chemical Waste Management in mental adverse consequences " dorsement of a federal standard It adopted, Mr Field says
Washington. The Environmental Defense Fund says it opposes

This inspection process exposes landfill workers the disposal of containerized liquid wastes since re-
to potentially dangerous chemicals and toxic sub- sulting seepage may cause significant environmen- Age discrimination complaints rise
stances, she says tal damage

When the RCRA ban first went into effect last "Man has yetio build a landfill that dosen't leak," WASHINGTON-Although the nity Commission, according to the ·
November, explains Dr Rubenstein, the agency claims Kristine Hall, a staff attorney for the fund mandatory retirement age was House Select Committee on Aging
promised to quickly issue new interim regulations "When you put hquids in a landfill, it causes prob- raised to 70 from 65 in 1978, age dis- The number of complaints has
that would, in effect, have lifted the ban lems That's why there was a ban in the first place " crimination complaints are increas- Jumped 75% in Just two years

However, the EPA did not issue those regulations "It's a giant step backward from what was a good ing, a House committee says Employees in their 50s filed the
until some three months after the ban went into ef- regulatory approach," she says of the EPA's decision Last year, employees filed 9,500 most age discrimination complaints
feet Dr Rubenstein says the delay has caused many to lift the ban age discrimination complaints with with the EEOC, the agency that

the Equal Employment Opportu- handles the disputes
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Fitness plan wins award, savings for firm
Continued from page 3

Burroughs Wellcome spent more
than $735,000 on employee health
and fitness programs in 1981, al-
though the company was going
through "a rugged period," Mr.
Leslie said.

The award-winning fitness pro-
gram offers a variety of health ser-
vices, company-sponsored recre-
ation activities and a cafeteria that

offers food to fit the Scarsdale diet

and other low-fat and low-sodium

entrees.

A progressive approach to em-
ployee health and fitness might
well be expected from a company
whose 47-year-old president, Wil-
liam M. Sullivan, runs several

miles every day.
The·moderate North Carolina

climate makes jogging a popular
lunchtime activity among Bur-
roughs Wellcome employees a. its
corporate headquarters in Research
Triangle Park.

But central to the company's ef-
fort to promote good health and fit-
ness are the health center and

Greenville plant hospital.
Doctors staff the hospital and

health center for five hours each

day and administer physical exam-
inations to employees. A staff of
nurses is on hand at each facility

throughout working hours.
Physical exams are given to all

new employees. Employees under
the age of 40 receive a company
physical once every four years,
workers between 40 and 49 receive

one every two years and employees
over 50 are examined annually.

Last year, 55 Burroughs Well-
come employees were referred to
their physicians for further treat-
ment after company examinations
discovered symptoms of hyperten-
sion. Forty-five were referred for
eye, ear, nose and throat problems;
15 for obesity; and 11 for cardiovas-
cular problems. Breast nodules
were discovered in 13 female em-

ployees, who were also referred to
their own doctors.

Burroughs Wellcome has coor-
dinated its employee benefits plan
with the fitness program. For ex-
ample, any tests required after re-
ferrals from the company medical
staff are paid by the company
without an employee deductible, up
to a limit of $100.

Besides routine physicals, the
company's medical staff conducts
annual blood cell counts for all em-

ployees exposed to potent drugs
during the packaging process.
Complete physicals are also given
to employees who work with po-

tentially dangerous chemicals.
Employees who do close work

are eligible for vision screenings,
and blood pressure tests are avail-
able for all employees.

"If they have three consecutive
high readings, we refer them to
their doctor," Mr. Leslie said.

Employees with back injuries are
taught proper moving and lifting
techniques at the health center and
plant hospital, which are also used
for classes on smoking cessation,
medication and stress reduction

and cardiopulmonary resuscitation.
Mr. Leslie said that 10% of those

participating in a company-spon-
sored smoking cessation campaign
in 1980 quit smoking, although no
follow-up has been conducted to
see if they quit for good.

Because the company considers
mental health an important part of
the fitness program, counseling
services are available to employees
during working hours, Mr. Leslie
explained. Burroughs Wellcome
contracts with an outside service,
the Center for Growth & Develop-
ment in Raleigh, N.C., to provide
employees and their families with
individual, marital or group coun-
seling.

Up to 10 hours of free counseling
are available each year to employ-

Security Guard, Detective and
Patrol Services - Burglar and
Fire Alarm Monitors and Installers

011#11

HASNT

ANYBODY

TOLD

YOU

ABOUT

COVERX..?

If you have a current or potential client involved in security work and haven't
told them about CoverX Corporation, odds are your competitor will.

As one of the leading underwriters of this class of business in the U. S.,
CoverX has the necessary expertise, facilities and authority to provide the
prompt, efficient and competitive responses required by both broker and insured.

Our comprehensive liability product, together with limits of liability Jp to
$5,000,000 (in most States) makes a CoverX quote a must for any insurance

professional.

For further information or applications call or write . .

COVER  CORPORATION
30161 Southfield Road, Southfield, Mich. 48076 - Tel.: (313) 644-3200, Telex 23-5635

ees; additional sessions cost $10 per
hour. Together, the two Burroughs
Wellcome facilities in North Caro-

lina average 270 hours of counsel-
ing per month, according to Mr.
Leslie.

The health and fitness budget
also pays for the maintenance of
athletic fields at both North Caro-

lina locations and funds the com-

pany's Unicorn Clubs. The clubs,
whose name is derived from the

company logo, provide reerea-
tional, social and cultural activities

for Burroughs Wellcome employ-
ees. More than 1,000 employees
participate in these programs.

Activities include basketball,

volleyball and softball teams and
jogging, golf, exercise and dance
groups. The company also subsi-
dizes two fishing and skiing trips
each year.

Health information doesn't stop
at the company's offices and plants,
either. It includes health informa-

tion literature in its mailings to em-
ployees. Recent brochures included
"Your Child's Sight" and "Emer-
gency Medical Procedures."

The fitness program itself has
had the stamina to withstand a

"rugged period" within the com-
pany, said Mr. Leslie. It has not
marketed a new drug for eight
years, although it is currently
awaiting approval from the Food
and Drug Administration for a new

drug to combat herpesvirus, he
said.

"There was never any indication
during that period there would be
any cutbacks or curtailments of the
health and fitness programs," Mr.
Leslie said. "It's been company pol-
icy for 102 years to encourage good
habits of health in its employees."

The fitness award, sponsored by
Blue Cross & Blue Shield of North

Carolina and the Governor's Coun-

cil on Physical Fitness and Health,
cited the pharmaceutical manufac-
turer for "professionalism. . .obvi-
ous on inspection," according to Dr.
Fred Drews, former chairman of

the physical education department
at North Carolina State University,
who visited worksites of the three

corporate finalists.
Some 40 companies entered the

competition.
Ironically, a month before the

award was presented, Burroughs
Wellcome moved its hospitalization
and surgical plan from Blue Cross
to Metropolitan Life Insurance Co.,
which had insured the major medi-
cal and dental portions of the bene-
fits.

The company was facing a $1.5
million annual premium increase
from the Blues and was looking for
a more efficient claims handling
system at its facilities in Kansas
City, Mo., and Burlingame, Calif.,
Mr. Leslie said. .

What if they become ill?
When Burrough's Wellcome em-

ployees get sick, they're covered
under an employer-paid health
plan that includes hospital, surgical
and other medical expenses.

The company's hospitalization,
major medical and dental plans re-
quire no employee deductible.
However, employees must pay ap-
proximately $16 per month for
dental coverage for dependents.

The company's basic hospitaliza-
tion plan covers up to 120 days of
care. Stays exceeding 120 days are
covered under the major medical
plan, says G. Henry Leslie, director
of occupational health and safety.

The company pays a hefty pre-
mium-more than 40 cents of each

payroll dollar-for the benefits, un-
derwritten by Metropolitan Life
Insurance Co. of New York. .
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T TERY FEW PEOPLE in the insurance

:  brokerage industry are about to lament A 20% gain in new-business revenue was ductivity has improved The profit-margin
i: the passing of 1981 You can see the problem common last year With prices falling 10% to squeeze has now plagued the industry for

155 :s in the per-share earnings of the public bro- 15%. new buslness actually increased 30% to three years, and it will not abate in 1982
jj kers Of the six that we follow most closely, 35%, impressive by any standards Despite the cost pressures and their erod-

*449,24014/5,9,244*i,/v,4 only Marsh & McLennan and Frank B Hall New products undoubtedly contributed to mg profit margins, all the major public bro-
managed to post the narrowest of increases the impetus, and quantitative techniques kers stress their ongoing commitments to

M&M increased its earnings per share to were commonly cited as a real door-opener costly programs designed to generate growth
$327 last year from $3 12 in 1980 Hall man- The new business momentum of the major in the future Data processing is a magnet for

Insurance industry stocks posted their best aged a 4-cent increase to $265 from $261 public brokers as a group also implied some multimillion-dollar investments that may
performance,n a month as the Business insur- That's where the good news ends Alex- improvement in their market share provide a variety of new services and reduce
ance stock index ,umped 2.6 points to 181.1 ander & Alexander Product lines outside of property/casualty internal processing costs
from 178.5. Forty-three stocks increased, only managed to maintain generally performed well Employee benefits What are some of the lessons of 19819
14 declined and 16 were unchanged. The lead- ltS earnings at $2 98 per posted gains in the 12% to 15% range Actuar- First, size seemed to have helped perfor-
ing performers were: Penncorp Financial Inc., share Fred S James ial consulting seemed to be a little less robust mance The larger public brokers posted the
14.3%; Crum & Forster, 10.3%; Integrated Re- declined to $2 14 from in 1981, but the generally increased emphasis better relative earnings results Frankly, we
sources Inc., 7.4%; Avemco Corp., 7.2%; and $2 33 Rollins Burdick on employee benefit consulting seemed to are not certain why It could be related to
Banks Iowa Inc., 7.1 %. The largest losses Hunter's earnings fell generate increased market penetration product mix and the success of new products
were posted by: E.H. Crump Cos. Inc., 8.1%; 53 cents per share to Reinsurance brokerage-most important to Second, diversification away from general
Washington National Corp., 7.3%; Aneco Rein- $1 60 in 1981 from $2 13 Marsh & McLennan, Fred S James and Cor- property/casualty brokerage was advanta-
surance Ltd., 6.7%; Tokio Fire & Marine Insur- in 1980, and Corroon & . roon & Black-also performed well Reinsur- geous The best gains were realized in sectors
ance Co., 6.1 %; and Rollins Burdick Hunter Black's fell 58 cents to ance premium rates were soft, but the wider immune to rate cutting
Co., 5.8%. Despiteits 1.4% gain, the B/Index $1 78 from $236 The use of reinsurance markets spurred a 10% to Third, investment income was a significant
fell short of the Increase in the Dow Jones 30 culprit for this lacklus- Mr. Wilson 15% increase in commissions And the advan- source of earning power that was not affected
Industnals average. ter performance is, of course, the unremitting tages of reinsurance brokerage have not been by the market cycle

Competition in commercial lines lost on the other maJor public brokers, all of Finally, it was possible to keep the lid on
British Issues- What was the actual deflationary effect of which are pushing ahead in this area staff size without impairing customer service

1 Week lower premium rates on commissions? It is International brokerage operations were The outlook for 1982 is very much more of
2 March difficult to be precise, but industry experts stronger than domestic brokerage operations the same Pricing may be competitive forPrice P/E Div. Yield High-Low

suggest that the negative impact ranged from Currency effects, though, tended to dilute the much of the year, and the public brokers'Companies pence pence % pence pence
Comml Union 148 123 1686 114 148-142 10% to 15% gains, given the strength of the dollar C T earnings may be flat or even somewhat re-
Eagle Star 376 10 8 21 43 5 7 380-374 The growth in property/casualty commis- Bowring Ltd, Marsh & MeLennan's British duced But the earnings picture should
Gent Accident 326 73 2107 65 326-316 sions and fees varied by broker For example, subsidiary, posted appreciable progress in brighten in 1983 if premium rates stabilize
Gdn Royal Exch 312 74 2321 74 314-308 Marsh & MeLennan approached a 10% gain, most areas Leslie & Godwin Ltd, Hall's sub- Next year's results are no longer that far
Phoenix 254 85 2243 88 256-242

but other public brokers reported virtually sidiary, had a good year, presumably due in away for investors, who typically are willing
Royal 370 98 3607 97 372--361

Sun Alliance 904 93 5357 59 906-892 no increase in revenue from commissions part to the continued shift of Hall's business to consider prospects six to nine months
and fees over 1980's results at Lloyd's from other London firms down the road

Brokers The group's composite premium gain for Investment income was an important
CEHeath 287 90 1571 55 287-22 1981 is estimated at 2% to 3%, not so bad in a counterbalance to the paltry growth in com-
Hogg Robinlon 108 8.3 857 79 108-107 rugged environment, but painful for operat- missions and fees Yields probably averaged Financial briefs
Alex Howden 157 98 680 43 157-154 ing results 16% to 17%, and close attention to prompt col- CG/INAJH Mint na na na na na. New business was the key to performance lection contributed to the brokers' invest-
Sedg Grp 153 99 750 49 153-148

ment income growth CIGNA Corp, the product of the pendingStenhouse Hldg 104 76 728 70 111-104
Even with an upsurge in activities outside merger of INA Corp and Connecticut Gen-Stew Wrightlon 222 101 17 14 7 7 222-217

Leonard M Wilson, a up at L F Rothschild, of property/casualty lines, expenses rose fas- eral Corp, will be a supermarket for corpo-Vms Faber 405 121 1785 44 405--402

Unterberg, Towbin in New York, specializes ter than revenues Costs were tightly con- rate insurance buyers seeking property/casu-Source Phdip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers, in insurance brokerage stocks He ts a mem- trolled, however, and there was little expan- alty and group benefit products, according to
London ber of the New York Soczety of Secunty Ana- sion of staffs Since the amount of insurance INA's top top-ranking officials

lysts- brokered continued to rise, it's clear that pro- The new company will actively compete to
meet the needs of the changing insurance
marketplace, INA Chairman Ralph S Saul
said last week during testimony before the

el Industry Stock Report Pennsylvania Insurance Department, which
must approve the merger since it is the home

MAR. 2, 1982 2/24/82 THRU 3/2/82 MAR. 2, 1982 2/24/82 THRU 3/2/82 of INA's headquarters
The merged organization will achieve that

Insurance Cos Price °. Chg PE $ Div °0 Yld High Low Vol (000) Price °0 Chg P/E $ Div °0 Yld High Low Vol (000) goal by doing what both companies do best,----
-Aetna Life 6 Cas Co NXSE '46-5 -19 77- 2.52 5 4 46 75 45.13 --69£6 St•Wavan Group Inc OTC 5.63 0.0 49 ois 2.7 563 563 3.7 he said, pointing to INA's success in the prop-American aankers Ins Group OTC 788 3.3 84 048 61 7.88 7.75 156 6 Tbkio Marine & Fire Ins 0, OTC' 95.75 -6.1 76 100 10 101.00 95 75* 0.5

American Gen Ins Co NYSE 42.13 21 6.4 2.20 5 2 42.13 41.50 66.9 Travelers Corp NYSE 49 00 32 58 288 5.9 49 00 48.00 854.6 erty/casualty field and Connecticut Gen-
knerican Indty Pinl Corp orc 16.13 -23 7.7 1.12 6.9 16.38 1613 12.5 United Fire & Cas 00 OTC 29.00 1.8 8.3 0.88 3.0 29.00 28.50 02
American Intl Group Inc OTC 68.25 42 11 8 040 0.6 68.50 66.00 199 8 eral's expertise m group life and health in-

United States Fid 6 Gty Co NYSE 44.88 68 75 3.60 8.0 44.88 43.25 144 9 surance and annuities
American Natl Ins Ch OTC 14.00 1.8 5.9 0.76 5 4 14.00 13.75- 45.8 United Wcs Life Ins Co OTC 14.50 18 54 100 6.9 14 50 14 38 14.2
American Sts Life Ins Co OTC 16.50 0.0 53 080 48 16.50 16.00 1.6 Uslife Corp NYSE 2113 18 4.3 0.84 40 21.50 20.88 52.3 CIGNA also would actively seek an inter-
Areco M ins Ltd arc· 1.75 -6 7 00 000 0.0 1.88 1.75* 41 Washington Natl Corp NYSE 15.88 -7.3 5.7 1 08 6 8 17.38 15 88* 52 3 national presence, he said, and compete moreAppalachian Natl Cirp MC 2.63 24 01 0.00 00 2.63 2.56 53

Zenith Natl Ins Corp orc 16.75 -15 84 076 4.5 17.00 16.75 27.9
Avenal Corp AMEX 11 13 7.2 70 054 49 11 13 10.50 12.6

- effectively in the developing financial ser-
INSURANCE C[*ANIES AVERNSE 6.1 4.4 vices marketBanks Iowa Inc OTC 37.50 71 5.E 1.48 3.9 37.50 36.00 3.1

Bite. Corp OTC 38.75 2.0 4.1 2.40 6 2 38.75 38.25 2.0

Carolina Cas Ins 00 OTC 6.75 0.0 6.3 0.32 4 7 6.75 6.75 3.8 Agents/Brokers Mr Saul said the merger would enable the
Central Natl Finl Corp OTC 35.38 0 0 11.5 0.65 1.8 35.38 32.52 0.0 Ale,tarder & Alexander Wcs OM 30.25 7.6 10.2 1 94 6.4 30.25 28.00 199.6 new company to -provide the agents and
aribb Q,rp OTC 4700 3.6 5.6 2.92 6.2 47.00 45.63 213 9 Bal<*,in 6 Lyons Inc OTC 3550 0.0 6.4 0.80 23 35.50 35.50 0.7 brokers with whom we deal with a broader

Corroon & alack Corp NYSE 20.13 00 11.3 176 8.7 2013 19.75 9.9

Combined Intl Obrp NYSE 20.75 5.7 56 180 87 20.75 19.50 133 0 Crump E H Oos Inc Oir 9.88 -6 1 18 3 0.40 4 1 10.75 9.88* 18 7 line of products than each of us has alone
Connecticut Gen Ins Ocrp NYSE 50.00 0 5 5.8 2.04 4.1 50.25 49.25 112.6 Hall Frank B 6 B Inc NYSE 28.00 -4 3 10 6 1.70 6.1 28.88 28.00 154 1

The combination will enable to us to drawContinental Cbrp NYSE 25 SO -1.4 6.4 2.60 10 2 26.25 25.50 231.0

Crawford 6 00 OTC 13.00 2 0 10.2 0.56 4.3 13.00 12.75 93 Integrated Res Inc AMEX 16,25 7.4 66 000 0.0 16 25 15.38 28.6 upon our collective experience and capabili-Crown Life Ins Co OTC 80.25 -0.9 59 310 39 80.25 80.25 0.5 J=nes Fred S 6 Co Inc NYSE 21.50 68 100 160 7.4 21.50 20.38 65.1

Marsh 6 klerman Cos Inc NYSE 33.50 2 3 10.2 2.00 6 0 33.50 33.00 173 5 ties in the development of new products,
Crum 6 Forster NYSE 32.25 10 3 52 164 51 32.25 29.38 179 3 Percorp Fincl Inc NYSE 600 143 48 0.16 27 6.00 5.38 107.1 products designed to give our customers whatEmployers Cas Co OTC 28.00 00 60 120 4.3 28.00 28.00 08 Pinehurst Corp OTC 863 00 00 000 0.0 8 63 8.63 8.2

Equifax Inc NYSE 30.25 2.5 87 260 86 30.38 30.13 31.2 they want-not what we think they need "
Excelsior Ins 00 OTC 17.SO 0.0 120 070 4.0 17.50 17.50 0.1 Poe Er Assoc Inc OTC 8.00 3.2 9.1 0.80 10 0 8.00 7.75 02

CIGNA's thrust would be commercial, saysFarmers Group Inc OTC 33.75 4.2 9.9 1.24 3.7 33.88 32.75 137 4 Reed Stenhouse Cbs Ltd OTC 11.13 1.1 9.1 0.60 5 4 11.50 11.00 14 2

Rollins Burdick Hunter Ct OTC 18 25 -5.8 11 4 1 32 7.2 19.00 18 00* 35.3 Norman Rosenthal, an analyst with the Mor-First Oclony Life Ins 00 orc 62.38 14 161 1.00 1.6 62.38 61.38 17 3
Fbrenost Chrp Amer OTC 25 SO 3.0 7.0 1.12 4.4 25.50 24.75 16.9 AGEXIS/BROKE: AVE]*GE 95 53 gan Stanley, a New York securities firm
Great West Ufe Assurn Ob OTC 235 00 0.0 9.1 10.00 4 3 235 00 235.00 0.0

"The primary thrust is to become the pre-Hanover Ins Co crrc 31.63 -1.2 3.8 0.72 2.3 31.75 31.50 11.8

Hartford Steam Boiler Insptn oTC 40.00 0.0 69 280 7.0 40.00 40.00 25 Conglomerates/Holding Cos dominant commercial insurance company in
Jefferson Natl Life Ins 00 OTC 33.50 0.8 10.3 0.76 2 3 34.50 33.50 13.5 kerican Express(Firan=·es M) NYSE 46 38. 4 8 8.3 2.20 4 7 47.00 45.13 890 3 the world "
Kemper Oorp OTC 3313 5.6 5.4 1.BO 5 4 33.13 31.50 108.9 Anderson Clayton(Ranger/Pankn) NYSE 28.25 3 7 5.8 1.32 4.7 28.25 26.50 57.8 The proposed merger, already approved byLincoln Natl Obrp Ind 102 0 Armco Inc NYSE 21 50 0.0 4.3 180 8.4 21.50 21.13* 315 7

Mgic Init Brp   - 12.3 128 2'5 51.13 SO,38 941.1 City Investing 0 (H= Ins.) NYSE 22 88 17 66 1.60 70 22 88 22.38 175 7 shareholders of both companies, would make
Mission Ins Group Inc NYSE 36 SO 4 7 9.5 1.00 2.7 36.50 34 75 46 1 aa Finl Cbrp ((]a) NYSE 15.88 0.0 66 000 00 16.13 15 50 94 5

the new entity the second largest investor-
Nationwide Corp Ohio OTC 2650 10 87 0.70 2.6 26.50 26.25 32 Control Data (Col„al credity NYSE 36.75 7.3 8.2 0 55 1 5 36.75 35.13 1,038 9 owned insurer in the world behind Aetna
Northwestern Natl Life Ins orc 2663 24 5.5 1.36 5.1 27.00 26.25 26 9 General Re Corp

Ohio Cas Corp OTC 44.50 6.0 6.7 2.36 5.3 44.50 42.88 72 0 Gulf Utd Oorp 65 &: 5 1:: 1: N :E N.:s %. Lde & Casualty Co Combined revenues
Old R,p Intl Corp OTC 18.63 0.0 4.4 0.92 4.9 18.63 18.63 36 9 INA Corp (IEs. 02. of NA) NYSE 45.13 -0.6 61 240 5.3 45.75 44.88 322.1 would be about $10 billion-$53 billion from
Preferred Risk Life Ins Co orc 17.75 0 0 4.8 0.80 4.5 18.00 17.75 11 ITT (Hartford Group) NYSE 26.75 2.4 60 268 10.0 27.00 26 SO 685.6

CG and $4 7 billion from INA Total assets
Provident Life & Acc Ins 00 OTC 49 SO 2.1 6.1 2.20 4.4 49.50 48 SO 15 0 Optimum Hldg Oorp Orc 9.50 -2 6 12 2 0.00 0.0 9.75 9.50 5.4

Ryan Ins Group Inc OTc 17.75 4.4 7.7 0.12 0 7 17.75 17.25 98 Sears Bebuck 6 00 (Allstate) NYSE 17.88 10.0 8.9 1.36 7 6 17 88 16.75 4,918 1 for the combined company would top $39
St Paul Cbs Inc OTC 50.25 0.5 66 260 52 50.25 50.13 126 2 Baldwin Utd Corp NYSE 57 SO 4.3 9.8 1.60 2 8 57 SO 55.50 63 7 billion
Safeco (brp OTC 39.88 0.6 69 220 55 39.88 39.63 134 3 Teled,ne Inc (Argonaut) NYSE 128.38 2.7 64 000 0.0 131.75 126.63 378 2

sri Oorp OTC 23.50 2.2 47 100 43 23.50 23.25 13.3 Transamerica Corp (Occidental) NYSE 21 25 24 62 140 6.6 21 25 21 00 152 4 Besides Pennsylvania, New York state also
- must approve the merger because the new

Seibels Bruce Group Inc OTC 20.88 -4 0 10 0 0.80 3.8 21.50 20.88 38 1 CCNGIBMERATES/HOLDING COS. AVEJV,GE 7.2 35

corporation plans to establish its headquar-
ters there However, no hearings on the ven-

*Record high/low since Jan 1, 1981 System design Altman information Systems ture are planned in New York
CG and INA officials say they expect the

 merger tobecompleted by April 1



If you were investing in this Empire
card table, youkl consult an expert.

Why buyWorkers'Comp. any differently?

You don't have to go far to find a Workers'
Compensation program for your business.
But finding the expertise to make it work for
you is another matter.

At American Mutual, nearly 70% of our
business is in Workers' Comp. So we know
more about it than almost anybody And we
apply what we know to what you need. With
programs as individual as you are.

And we can also tailor general liability and
commercial auto insurance plans for you.
With the same know-how we're known for.

So if you value your business, shouldn't
you be talking with the experts?

Photograph courtesy of Sotheby Parke Bernet.
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