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More mutuals

changing
structures

By RODD ZOLKOS

Although the growing number of mutual insurance
companies exploring demutualization is under attack
from consumer advocates, commercial insurance buyers
are voicing little opposiion to the conversions.

For many mutual insurers that have taken steps to de-
mutualize, the access to capital provided by the ability
to sell stock is cited as a necessity if they are to compete
on an even playing field with their shareholder-owned
counterparts.

But consumer advocates who have opposed demutu-
alization-which to date has been largely confined to
life/health companies and personal lines insurers-con-
tend there's a potential conflict in a restructured com-
pany between the interests of the policyholders, who
were the company's owners under the mutual frame-
work, and those of the new stockholders.

"If you look at the standpoint of where the mutual in-
surance companies are right now, I will say most of
them, the major ones! anyway, are looking at doing
something," said Richard C. Clemens, a partner with the
Sidley & Austin law firm in Chicago. "And that's moti-
vated by the desire to have an acquisition currency, i.e.,
stock."

The need to deal with a changing business environ-
ment was what Newport Beach, Calif.-based Pacific
Mutual Life Insurance Co. offered as the reason behind

its conversion to a mutual holding company structure
last September.

According to Thomas C. Sutton. Pacific Mutual's
chairman and chief executive officer, the move provides
the company with "additional structural and fiscal flex-
ibility during a period of time in which everyone agrees
there is considerable change in the insurance industry."

Recent announcements by such giants as the Pruden-
tial Insurance Co. of America and Principal Mutual Life
Insurance Co. that they would pursue demu-

See Mutuals on page 21

Some notable demutua]zations

1992 - Equitable Life Assurance Society of the U.S.

1995 - State Mutual Life Assurance Co.

1996 - Farm Family Mutual Insurance Co.

1996 - American Mutual Life Insurance Co.

1997 - Old Guard Mutual Insurance Co.

1997 - Pacific Mutual Life Insurance Co.

Pending demutualizations

Mutual Life Insurance Co. of New York

Principal Mutual Life Insurance Co.

J Prudential Insurance Co. of America

c Standard Insurance Co.

TO SUBSCRIBE CALL

1-800-678-9595

Arthur Andersen will appeal
judgment for DeLorean work
NEW YORK-Arthur Andersen L.L.P. will

appeal a jury award that the accounting firm
is liable for as much as $111.2 million to in
vestors and creditors of John Z. DeLorean's
failed car business.

A state court jury in New York last week de-
cided Arthur Andersen should pay $46.2 mil-
lion in damages and possibly up to $65 million
in interest because in 1979 it approved De-
Lorean Motor Co.'s financial statements even

though there were indications of fraud.
If the award is upheld, the court will calcu-

See Updates on nezt page

A healthy acquisition?
Competition, integration concerns surround Aetna-NYLCare reports

By JUDY GREENWALD

At a glance:Aetna Inc.'s possible acquisition
of New York Life Insurance Co.'s

group health business would be a
decidedly mixed blessing for em-
ployers, analysts and others believe.

Responding to reports that the
two companies are negotiating a
deal, some experts say a larger Ae:-
na could benefit plan sponsors with
the greater leverage it could bring
to health care provider negotiations
and with an ability to operate more
efficiently. It also would provide

large employers more opportunity
for one-stop shopping.

But other observers are concerned

about the diminishing number of
managed care firms. They note that
employers' ability to play one man-
aged care firm off another to get the

best deal would be hurt by the re-
moval of New York Life's NYLCare

Health Plans Inc. operation as a
competitor.

In addition, the transition period
after such a deal likely would bring
at least temporary disruptions in
service, say some observers.

Some also question whether Aet-
na really is ready to consider anoth-
er deal in light of its somewhat
bumpy integration of U.S. Health-
care· Inc., though others believe
it could benefit from that experi-
ence.

Neither Aetna nor New York Life

would comment on recently pub-
lished reports that the two are ne-
gotiating a possible $1 billion sale.

It is not necessarily a done deal,
said John Ward, chief executive of-

See Aetna on page 22

' N¥LcareHealth

Plans Inc.

1997 revenues: $3 billion.

1997 participants: 2.5 million.

Service area: All 50 states

and District of Columbia.

History: New York Life Insurance Co.
in 1987 acquires Sanus Corp. Health
Systems. In 1996, Sanus is merged
with New York Life's group health
department, creating NYLCare Health
Plans Inc.

Source: NYLCare Health Plans Inc.
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Superfund reform falters
Negotiations fail to erase Clinton administration opposition
By MARK A. HOFMANN administration

WASHINGTON-The chances for

even modest Superfund reform this
year appeared to dim last week as the
Clinton administration announced it

"strongly opposes" business- and la-
bor-backed legislation that would
leave retroactive liability intact.

The administration's thumbs-down

came as the House Transportation and
Infrastructure Committee's Subcom-

mittee on Water Resources and the

Environment prepared to debate H.R.
2727-also known as the Superfund
Acceleration, Fairness and Efficiency,
or SAFE, Act-last Wednesday morn-
ing. After several hours of opening
statements, sometimes heated ex-
changes and debate, the bill's chief
sponsor, Rep. Sherwood Boehlert, R-

N.Y., who is also the subcommittee
chairman, postponed the markup un-
til this week.

The debate came after about 18

hours of negotiations among Rep.
Boehlert, congressional Democrats
and Environmental Protection Agency
Administrator Carol Browner in an

attempt to iron out differences.
The effort failed to satisfy the White

House. Vice President Albert Gore Jr.

issued a statement that read in part,
"despite the best efforts of Chairman
Boehlert, Ranking Member (Robert)
Borski (D-Pa.) and Administrator
Browner late into last night, negotia-
tions to develop reasonable Superfund
reform legislation have been unsuc-
cessful. As a result, a subcommittee of

the House Transportation and Infras-
tructure Committee is poised to mark

up a bill that the
strongly opposes."

According to Vice President Gore's
statement, "our efforts to develop
common-sense reforms continue to be

stymied by extreme proposals ad-
vanced by a small army of special-in-
terest lobbyists." H.R. 2727, the vice
president charged, "would weaken vi-
tal protections of public health, the
environment and natural resources."

Meanwhile, the House Commerce
Committee held hearings on another
Superfund reform bill sponsored by
Rep. Mike Oxley, R-Ohio, and the
Senate continued to hold off marking
up its reform legislation-drafted by
Sens. John Chafee, R-R.I., and Bob
Smith, R-N.H.-as senators debated a
complex transportation bill.

See Superfund on page 16

New York unions pushing
for more child care help

By MICHAEL PRINCE

NEW YORK-An organized labor
initiative in New York to increase pub-
lie and private support for child care
benefits reflects the growing demand
nationwide.

A coalition of 10 New York City
unions is pushing the state and em-
ployers to fund more child care ser-
vices and paid maternity leaves. Orga-
nized labor hopes the New York initia-
tive will succeed and encourage simi-
lar efforts nationwide.

"If we can get the model to work
here, we can get it to work in the state

and (throughout) the country," said
Donna Dolan, director, work and fam-
ily issues for the New York-based
Communications Workers of America,
District 1, one of the coalition mem-
bers.

The New York City Labor Coalition
for Child Care, the AFL-CIO and an-

other union organization, the New
York City Central Labor Council, pro-
pose the state spend $200 million from
its budget surplus to fund additional
child care slots throughout New York
City, which would be available to
union and non-union employees.

In addition, the coalition is research-

ing the feasibility of creating two types
of child care funds for union members

from money obtained through collec-
tive bargaining agreements with em-
ployers. One would be solely for each
individual union with that union's

members deciding how to spend the
money. The other fund would be used
to establish AFL-CIO day care centers
in New York City for its members.
Coalition officials did not disclose the

amounts they would seek from em-
ployers for these funds.

The unions also are pushing for
legislation that would make New

See Child care on page 11
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Updates Watson Wyatt sells unit
Andersen to appeal jury award

Tillinghast to acquire risk management consulting operationCont:nued from prevzous page
late the interest The damage award could be reduced, though, by By MICHAEL PRINCE tiation of definitive terms the company now will focus on its
6ffsets from earlier settlements "The decision to sell our Risk cote business of benefit plan de-

'  Plaintiffs argued that Mr DeLorean set up a shell company to BETHESDA, Md -Watson Wy- and Insurance Services practice is sign and strategy, human resource
funnel money to his accounts in Swiss and Dutch banks, a scheme att & Co, continuing its strategy of part 01 our strategy to focus on our consulting, actuarial work and de-
the accountants should have recognized, according to Michael D repositioning the comgany, is sell- core consulting services," Pete sign of benefit call centers He
Hess, an attorney with Chadbourne & Parkein New York repre- ing its risk management consulting Smith president and chief execu- added the company has no plans to
senting the bankruptcy trustee in the case unit to competitor Tillinghast- tive of 'icer of Bethesda, Md -based sell other umts

Fraud did occur, but it was the role of the company's directors Towers Perrin Watson Wyatt & Co, said in a Also at play in this transaction is
and officers, not the accounting firm, to uncover it, an Arthur An- The deal will make Tillinghast written statement the strategy of Tillinghast John
dersen spokesman said the largest risk management con- Last month, Watson Wyatt Tierney, Boston-based managing

He said if the award iS upheld on appeal, "the net cost is sub- sultant in the United States, with pulled out of a benefit outsourcing principal-worldwide property/ca-
stantially covered by insurance " He would not give details on the combined 1997 revenues on a pro joint genture with State Street sualty practice at Tillinghast Tow-
firm's coverage forma basis of $46 3 million, ac- Globa Advisois called Wellspiing ers-Pemn, said the purchase ad-

Mr Hess said he thinks Arthur Andersen has $100 million in cording to figures submitted to Resou=ces LLC Watson, which vances its strategic objectives of ,
coverage that would apply, but a portion of that could have been Business Insurance for the annual plans to write off its neatly $59 enhancing the range of services it
used to pay an earlier $35 million settlement to the British gov- ranking of the nation's largest risk million investment in Wellspring, offers and enabling lt to pursue
ernment, one of DeLorean's investors management consultants also c.ted its strategic refocusing more large Fortune 500 companies

The companies declined to dis- as the reason for that move (BI, as clients

Sprinkler maker to fight recall close a purchase price The pro- March 2) "We felt the skill sets were very
posed purchase is subject to nego- A Watson Wyatt spokesman said See Wyatt on page 7

LANSDALE, Pa -Central Sprinkler Co will fight an effort by
the U S Consumer Product Safety Commission to force a nation-
wide recall of 10 million Omega sprinklers the company manufac-
tured Reinsurance claims rejected

The CPSC announced last week that it filed a complaint with a
federal administrative law judge in Washington seeking the recall Line slip wording prevents aggregation of claims: U.K. court
The complaint alleges the sprinklers are defective and are likely
to fail in a fire By SARAH GODDARD pollcies with wording similar to the liability insurance policies pre-

The CPSC said it took the action after discussions with Central coverage in the cases before the vented insurers from aggregating
Sprinkler failed to result in an acceptable voluntary recall and re- LONDON-Reinsurers aie likely U K Court of Appeal The policy their losses when seeking reinsur-
placement plan to more closely scrutinize some worcing at issue was discontinued ance coverage

Central Sprinkler already faces legal action brought by Los An- London market claims in the wake in the late 1980s, attorneys say, The ruling focused on two partic-
geles-area building owners that have the sprinklers (BI, Nov 17, of aUK ruling that certain policy which means the ruling will pri- ipants on the so-called "MIPI" pro-
1997) wording prevents ceding compa- marily influence reinsurance for fessional liability line slip placed

The manufacturer disagrees, however, with the CPSC's conclu- nies from aggregating their losses long-#ail claims, such as asbestos by London broker J H Mmet & Co
sions about the performance of Omega sprinklers and will go to to mot e easily trigger reinsurance and pollution claims Ltd, now pait of Aon Corp The
court to stop any recall attempts, said a spokeswoman for the coverage Rul ng simultaneously on two MIPI line slip piovided protession-
Lansdale, Pa -based company Since learning of concerns about The ruling could create delays in cases, Lord Justice Hobhouse clar- al liability coverage for various
Omega sprinklers, Central Sprinkler has spent $5 million to ex- the settlement of some reinsurance ified that certain policy wording- professionals, including the Big Six
amine more than 1,800 buildings, established a toll-free number claims, as reinsureis I eview in particular the aggregate-exten- accounting firms, and incurred
for anyone wanting assistance and has provided appropriate whether claims were incurred on sion clause-contained in certain See Wording on page 19
remedies, she said

"We are especially disappointed that our technical team has not
been given the opportunity to meet with the commission's techni- Same-sex harassment
cal experts to discuss CPSC data, ltS specific concerns, and its Captive
conclusions," said a statement from Central Sprinkler

Liability limit proposal criticized liability unlikely to rise listing
LONDON-A U K government proposal to raise employers' By MARK A. HOFMANN olating federal right-to-know laws

minimum liability insurance requirements to £5 million ($82 mil- and MICHAEL PRINCE In adcition, the high court agreed to deadl
lion) from its current level of £2 million ($3 3 million) is ina(ie-

ine
review whether umonized employ-

quate, risk managers say WASHINGTON-Employers face ees can sue their employers for vio-
The Assn of Insurance & Risk Managers said in a statement is- only slightly broader employment lations of employment laws if the Business Insurance will

sued Friday that the requirement should be increased to £10 mil- liability exposure as a result of a union contracts require that such publish ltS annual Directory
lion ($16 5 million) The association said most employers have at unanimous Supreme Court ruling dispuses undergo mandatory arbi- of Captive Managers m the
least that much now tration April 27 issue

U K employers' minimum liability insurance requirement has The same-sex sexual-harassment The directory lS published
stood at £2 million since 1972 case, Joseph Oncate us Sundowner as an editorial service, and

AIRMIC's statement came in response to the release of a draft O#shore Services Inc , involved the there is no charge to be in-
government proposal to raise the minimum liability limits re- nght of Mr Oncale, a former 011-ng cluded Companies must sim-
quired to £5 million

AIRMIC Executive Director Ina Barker said the proposed in-
roustabout to sue his Houston- ply submit a completed ques-
based employer for sexual harass- tionnaire by the extended

crease is insufficient because, since 1972, the U K retail price in- ment he suffered at the hands of deadline of March 27
dex has increased about 70% while the value of claims settlements two male supervisors and another If your company provides
has risen by at least the same factor and "probably more " male Employee while working on a captive insurance manage-

Another reason Ms Barker cited in support of a higher mini- drilling platform off the Louisiana
mum limit is a recent study showing that the life expectancy of the 1 ment services, manages an al-

coast (BI, Feb 16) Mr Oncale said ternative risk financing facili-
Seriously injured has increased dramatically over the past 10 he was subjected to a variety of sex- ty or offers rent-a-captives
years, leading to higher "life support" claims in personal inlury last week that same-sex sexual ha- ually related actions-including the and has not yet received a
claims filid against employers rassment does indeed violate the threa: of homosexual rape-while questionnaire, please request

AIRMIC said it believes that in most cases the insurance market Clvll Rights Act of 1964 working for Sundowner one by calling Assistant Di-
"will have no difficulty" providing U K employers with at least The justices also ruled last week Mr Oncale sued Sundowner un- rectory Editor Matt Scroggins
£10 million of employer's liability coverage that lawsuits consolidated before der the Civil Rights Act's Title VII, at 312-649-5483

The main exception would be offshore oil and gas rigs, where one federal judge for speedy pre-tri- which makes lt illegal for an em- The Directory of Alternative
AIRMIC says up to 100 subcontractors may be operating and an al discovery cannot be tried by that ployer "to discriminate against any Risk Financing Facilities will
accident on a single rig could absorb £1 billion ($1 65 billion) of judge, and limited the right of out- indiv dual with respect to his appear in the June 8 issue
market capacity side groups to sue companies for vi- See Court on page 10

Insurers allege Caremark fraud Inside
CHICAGO-Twenty-two health insurers last week sued Care-

mark Inc and parent Caremark International Inc, alleging they • Employers should thoroughly evaluate their options be- Insurance Services Guide 16

submitted false claims, which Included the cost of kickbacks to fore outsourcing benefits administration functions, this International .
I. .

. 17

See Updates on page 22 week's editorial says PAGE 8 Letters 8
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• Two employers will appeal aUK ruling in favor of two Perspectives 14

women f I red after illness delayed their return rom mater- Ticker I.. . .... .
23

• Due to an editing error, Cost Care Inc was incorrectly ranked nity leave PAGE 17

as No 6 in a Feb 2 chart of the top-10 general service utilization
management firms Based on 1997 acute care inpatient admis-

Business Insurance (BSN 0007 6864) Vol 32, No 10, is published weeklysions, Cost Care Inc was the eighth-largest firm Health Risk Departments by Crain Communications Inc 740 N Rush St , Chicago, 111 60611 2590
Management Inc and CareAdvantage Health Systems Inc are the Periodicals postage Is paid at Chicago and at additional mading offices

sixth- and seventh-largest, respectively Advertiser InrIAY 19 POSTMASTER Send address changes to Business insurance Circulation

Department, 965 E Jefferson Ave , Detroit, Mich 48207 $4 a copy and $87
• Due to an editing error, the merger of General Accident PLC Class,fleds 18 ayear in US $105 in Canada and Mexico (includes GST) All other coun

and Commercial Union PLC was incorrectly identified as GCU Commentary 21 tnes $205 a year (includes expedited air dellvery) Canadian Post Inter

in a chart in the March 2 issue The name of the new company will For the Record 29 national Publications Mall Product (Canadian Distribution) Sales Agreement
No 0293512, GST No 136760444 Printed in USA Copyright 1998 by

be CGU PLC Global Briefc 17 Crain Communications Inc
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Suit against film producer ./1 .2TJ
insured under E&0 policy .

4

By ROBERTO CENICEROS Their role has grown more important duction Fox Searchlight Pictures, a ; 11 J

as defense and settlement costs from unit of 20th Century Fox that pro- • 11|6 '- 4 4 "  «" $ e

LOS ANGELES-A lawsuit filed lawsuits have kept pace with increas- duced the film, is insured for any
L.

against the producer of the Academy es in film budgets damages
Award-nominated film "The Full Legal assaults against film produc- The film, which has garnered sever-
Monty" exposes the need for special- tions are constant and some get more al Academy nominations-including i- 4£-
ized insurance coverage and risk man- media attention than others best picture, best director, and best j -

agement procedures for film produc- Director Steven Spielberg, for ex- screenplay-also has been a financial
tions ample, recently settled a suit alleging triumph It cost $35 million to pro-

To minimize the exposure to law- plagiarism in his film "Amistad" for duce and so far has grossed more than Er-4
suits, Hollywood script vetters, attor- an undisclosed amount $200 million at the box office The &
neys and insurers engage in an under- In the complaint filed last week in film is expected to generate millions d
writing process unique to film produc- federal court in Los Angeles, two New of dollars more when it is released on

PHOTO COURTESY OF FOX SEARCHLIGHTFTOM HILTON
tion Some of these film risk manage- Zealand playwrights allege that the video The playwrights' lawsuit seeks
ment specialists work independently, idea and key elements behind "The all of Fox's profits from the film Two playwrights allege that the,dea and key parts of'The Full
hiring out to producers and insurers, Full Monty" were plagiarized from There seems to be a correlation Monty' were plagianzed from their stage production. They are
others work for major film studios their modestly successful stage pro- Con:mued on nert page suing forall Fox Searchlight Pictures' profits from the movie.

AIG raises offe r Study touts cooperation
Cendant's bid for ABI is matched Health care partnerships seen as way to boost quality, cut costs

By ROBERT KAZEL through close, rational coopera- Employers gain from long-term
NEW YORK-The bidding war include an increase in the termi- tion with-and more demanding partnerships, too, bfcause they

for American Bankers Insurance nanon fee for AIG to $81 5 milhon Employers and providers will expectations upon-health care get more control oyer quality
Group is escalating, as American from $66 million if its offer fails become trapped in a cycle of mu- providers standards and rec*ve stable
International Group Inc last Shareholder meetings to vote tual suspicion and ever-rising Contracts with managed care health care coverage Without the
week raised its offer to match a on the merger have been post- health care expenses unless they companies can be designed so trouble of changing ploviders, the
$58 per share bid by Cendant poned to March 25 and March 27 form long-term "partnerships" to "employers can put the service report said
Corp They were due to take place last elevate quality and stabilize providers' feet to the fire," said Attitudes of emplo9ers already

The increased offer-made week prices over several years, accord- Randall Abbott, regional practice in partnerships with their
arrud an acnmomous biddmg war In a statement, R Kirk Landon, ing to a new survey leader of health care consulting in providers differed from employers
between the insurer and Cen- chairman of ABI said "The ABI The Third Annual Survey on Watson Wyatt's Little Falls, NJ, not in partnerships with
dant-amounts to $2 7 billion, a board of directors strongly af- Purchasing Value in Health Care, office That means employers providers
substantial increase from AIG's firrns ltS belief that this merger conducted jointly by Bethesda, would hold providers more ac- Substantially more partnering
initial offer of $2 2 billion in De- agreement with AIG is the supen- Md -based Watson Wyatt World- countable, requiring systematic employers said that health care
cember 1997 in what was sup- or alternative for ABI AIG ts a wide and the Washington Busi- reductions in administrative costs benefits are very important to the
posed to be a fnendly takeover strong, experienced, well-capital- ness Group on Health, found that and improvements in quality of attraction, retention and produc-

Other changes in the bid in- ized and well-positioned industry plan sponsors are mostly pes- care Performance goals can be es- tivity of workers than the non-
cluded the abandonment of a con- partner for us " simistic about the future of health tablished and penalties imple- partnering employers In addition,
troversial provision m the onginal Cendant President and Chief care costs, with 86% believing mented if they are not met 71% of partnering employers were
offer that prohibited ABI from Executive Officer Henry R Sil- that costs will rise an average of Providers often will welcome a optimistic that providers can de-
talking to other bidders for 120 verman said the increased offer 7 5% in each of the next two to long-term contract, even iff they liver quality care next year at the
days shows that AIG recognizes that three years are more closely supervised, be- same or lower cost, while 61% of

When Cendant made its bid for Cendant is as qualified as the in- Far from being fatalistic, how- cause it assures them a more sta- the non-partnering employers
ABIG in January, lt filed a suit surer to own ABI ever, the survey reflects employ- ble patient base and time to devel- predicted this could happen
charging that ABI and AIG had "We remain committed to the ers' hopes that the negative effects op preventive medicine and well- According to the survey, large
conspired to load their deal with acquisition of ABI and we are of rising prices can be minimized ness goals, the survey said See Study on page 22
restrictions that shut out compet- evaluating all our options," he
ing bids (BI, Feb 2) said in a statement

Other changes m the AIG bid -By Gavm Souter

J&H Marsh defends
Diversification centers, compensation

will help insurers By GAVIN SOUTER

compete: Panel NEW YORK-J&H Marsh & McLennan Inc 's

Global Broking Centers will benefit policyhold-
ers rather than limit their options, as some buy- if=
ers fear, say the brokerage's senior executives

By JOANNE WOJCIK tion is a commodity market All The regional centers create efficiencies and
the consumer cares about is what provide clients better service, the executives said

SAN FRANCISCO-Insurers they pay for " during a recent discussion broadcast by satellite
are finding lt necessary to rede- But "insureds also want cover- to clients nationwide

fine themselves to stand out in to- ages that meet their needs, risk .

The contingent compensation that lS a feature
day's competitive marketplace, management tools, financial secu- of the Global Broking Center placements is lusti- *0- _
industry leaders say rity and long-term commitment, fied due to the extra clout J&H Marsh & McLen-

Companies added Anthony F Markel, presi- nan has with the market and the services it pro-
National also are dent and chief operating officer of vides insurers, the executives said

Insurance cracking the Glen Allen, Va -based Markel Global Broking and contingent compensation

Symposium down on Corp were among subjects senior J&H Marsh & PHOTO COURTESY OF J&H MARSH & MCLENNAN INC

overhead and To meet buyers' demands, in- MeLennan executives discussed during the Feb Clients of J&H Marsh & McLennan listen to ex-
expenses to surers must diversify geographi- 26 broadcast The executives discussed the issues ecutives of the broker discuss its operations.
meet buyers' cally and by line of coverage, ac- in New York, and the conversations were broad-

Sllted
demands for cor(ling to Mr Pasqualetto cast live to movie theaters across the country Broking Centers in 1995 The network includes
low prices, "The days are gone when you where J&H Marsh & McLennan clients and six offices m the United States and offices in

especially in could write in a single state and a prospective clients had convened London, Bermuda, and Zurich, Switzerland The
Russell Miller inc. such hotly single line," he told a roomful of Included in the broadcast was a panel session in centers are linked by computer with insurers Lo-

competitive insurance company executives at- which the executives fielded questions from cal brokerage office account managers deal with
lines as California workers com- tending the 10th annual Russell Stephen M Wilder, vp-risk management at The brokers at the centers The insurance is placed by
pensation and medical profession- Miller National Insurance Sympo- Walt Disney Co in Burbank, Calif, and president those brokers with insurers connected with the
al habillty sium Leadership Conference ear- of the Risk & Insurance Management Society Inc , center, rather than the transaction being handled

"The commercial buyer is par- her this month m San Francisco Mark DeLillo, vp-risk management at Celotex through the local offices of J&H Marsh & McLen-
ticularly sensitive to price," ob- 4,

Diversity and balance by line Corp in Tampa, Fla, and first vp of RIMS, and nan and the insurers
served John Pasqualetto, presi- of business and geography are Janice Reals Ellig, senior vp, marketing and bum- Last year, several risk managers voiced con-
dent of specialty workers compen- needed to succeed," said Mr ness development at AMBAC Indemnity Corp in cerns over the centers after an internal J&H
sation for American Home Assur- Pasqualetto Such diversification New York, where she oversees employee benefits Marsh & McLennan memo detailed how brokers
ance Co , a unit of American In- a_so provides cross-selling oppor- for the financial guarantee insurers would be penalized for not channeling middle-
ternal:ional Group Inc based in tunities in which buyers can Marsh & McLennan Inc established the Global See J&H M&M on page 10
New York "Workers compensa- See Russell on page 6
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Diversify
Continued from page 3
obtain more than one line of cover-

age from one insurer, he added.
Insurers need to "spend more time

talking to customers," he advised, so
they know what products and ser-
vices they seek and are willing to pay
for.

Some insurers, such as American

Home, have a distinct advantage be-
cause of their size, Mr. Pasqualetto
pointed out.

For example, "if you can develop
your own loss data, that could pro-
vide opportunities to increase prof-
its," he said.

Instead, insurers for years have
been feeding data to rating agencies,
such as the National Council on

Compensation Insurance in Boca
Raton, Fla., and they "they sold it
back to us after analyzing it to tell us
what it means," he said.

"If you can do this in-house, you
wouldn't need third-party involve-
ment," Mr. Pasqualetto said.

But workers compensation insur-
ers are not the only ones finding it
necessary to diversify to stay com-
petitive today.

SCPIE Holdings Inc., which began
underwriting during the profession-
al liability crisis of 1975 as a medical
malpractice reciprocal in California,
went public last year to raise money
to expand out of state and to provide
new coverages to the changing
health care delivery system.

"The change in the health care de-
livery system, particularly the
growth of managed care, changed
the medical malpractice exposure,"
explained Donald J. Zuk, president
and chief executive officer of Bever-

ly Hills, Calif.-based SCPIE.
For example, "we needed to add

D&0 and E&0 for groups of doctors
forming clinics, hospital groups,
etc.," he said.

Competition from major insurers
like The St. Paul Cos. Inc., Fireman's
Fund Insurance Cos., Travelers
Corp. and AIG entering the medical
malpractice market also put pres-
sure on so-called "bedpan mutuals"
like SCPIE, he added.

"If you're going to survive, you
have to make changes," he said "So
mutuals needed a stronger capital
base and the ability to go out of
state."

SCPIE, which is licensed in 46

states as a primary insurer, also is
entering the assumed reinsurance
business, writing excess-of-loss cov-
erage for polieyholders with large
self-insured retentions.

"We're also offering risk manage-
ment and claims-handling services
on an unbundled basis," Mr. Zuk
said.

Still, SCPIE faces a number of

challenges, especially from large
commercial insurers that often are

pricing the business below loss costs
to capture market share-a situation
not unlike the California workers

compensation market.
"The large commercial carriers are

trying to break SCPIE," Mr. Zuk
said.

As an example, he described a sit-
uation in which a large commercial
insurer offered coverage to a SCPIE
policyholder at half the premium it
had been paying.

"They can't make money at that
level," he said, anticipating the pre-
mium will eventually go up to more
realistically reflect the risk being un-
derwritten.

"We need to educate buyers-s-
pecially doctors-that it's in their
best interest to support a specialized
medical malpractice market like
SCPIE," he said,

This will ensure stability and pre-
vent another professional liability
insurance crisis like the one that led

to the creation of the SCPIE in the

finst place, he pointed out.

SAN FRANCISCO-A ccmpeti-
tive workers compensation mar-
ket means diminished demand for

once-popular programs that com-
oined workers comp and health
care coverages, leading to the dis-
mantling of those programs in
California, an industry expert
says.

"The 24-hour concept still has
value, but when we went into it

there was a lot cf Fricing ccmpeti-
tion" in workers comp, which
made the product too expensive to
be attractive to employers, ex-
plained John Pasqualetto, presi-
dent of specialty workers compen-
sation for American Home Assur-

Competition imperils 24-hour cover
Low workers compensation rates mean some programs dissolving: Insurer
By JOANNE WOJCIK --ance Co., a unit of New York-

based American International

Group Inc. American Home was
one of the first entries in the 24-

hour coverage market in Califor-
nia.

Mr. Pasqualetto, who was a ma-
jor Eroponent of the 24-hour ccn-
cept, admitted he was a bit em-
barrassed by the unfortunate tim-
ing.

But with the repeal 01 the work-
ers compensation minimum rate
law coming when competition for
health care market share was so

fierce, it was impissible for insur-
ers offering 24-hour products to
compete effectively, he said.

"If the market hardens and we

can combine some coverages in

comp, then maybe we could give
buyers a price break and iffer the
combined product more competi-

tively," Mr.
National Pasqualetto

Insurance told a group

Symposium of Industry
executives

session at the

attending a

10th Annual

Russell

Miller Insur-

Russell Miller Inc. ance Sympo-
sium Leader-

ship Conference in San Francisco
last week.

However, Mr. Pasqualetto said
he doubts health care underwrit-

ers-especially health mainte-

24.

nance organizations would re-
turn to the workers compensation
arena.

"The management on the HMO
side didn't understand the con-

cept of risk," especially when they
learned how long the tail was for
workers compensation claims, he
said.

In fact, HMOs already are bail-
ing out of the California comp
market, he said, pointing as ex-
amples to Pacificare Health Sys-
tem's decision to pull Great States
Insurance Co. from the state and

Foundation Health Systems Inc.'s
announcement that it was looking
for a buyer for California Com-
pensation Insurance Co. (BI, Feb.
9; Feb. 16). m
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Execs told to make waves for surfers
SAN FRANCISCO-Not everyone

under 40 is sold on the use of the In-

ternet to sell insurance.

Michael McGraw, the 32-year-old
chief operating officer of the Me-
Graw Group of Affiliated Cos., is a
skeptic, especially after the compa-
ny s initial foray into high-tech in-
surance sales fell fiat,

However, Mr. MeGraw's experi-
ence may be an anomaly, according
to other insurance industry execu-
tives attending the 10th Annual Rus-
sell Miller Insurance Symposium
and National Leadership Conference
March 1-3 in San Francisco.

After spending more than

$150,000 on print ads to support its
home page on the World Wide Web
that also was accessible via hyper-
text links from numerous related

sites, MeGraw only sold 12 water-
craft and jet ski insurance policies in

six months, according to Mr. Mc-
Graw.

This compares with 15,000 policies
that are usuaLly sold in the "tradi-
tional way"-i.e., using agents and
brokers-during that time period.

Why did McGraw's Internet mar-
keting experiment fail?

"Consumers think insurance is

boring and a necessary evil, and the
Internet isn't going to change con-
sumer behavior," Mr. MeGraw said.

Mr. McGraw believes that instead

of being a transactional system, the
Internet and World Wide Web are

more likely to serve as an informa-
tion source, helping educate insur-
ance consumers that still will want

to use agents and brokers.
"Our biggest challenge is trying to

maintain the intimacy of customer
service," he said.

But others attending the sympo-

sium said the MeGraw experiment
may have failed for other reasons,
not the least of which was inade-

quate market research.
"Did they

National have focus

Insurance groups where

Symposium they ask peo-
ple why they
would o
wouldn't buy
insurance via

the Internet?"

queried Roger

Russell Miller Inc. L. Torneden,
senior vp of

TIG Insurance Co. in Irving, Texas,
during a luncheon after Mr. Mc-
Graw's address.

Or, perhaps the buyers of water-
craft and jet skis are not avid Inter-
net users, he suggested.

Contrary to Mr. MeGraw's experi-

ence, Mr. Torneden said he thinks
the Internet presents significant op-
portunities for insurers, especially in
cross-selling and reaching new mar-
kets.

In fact, he said TIG is working
closely with a large national credit-
card company in developing an In-
ternet-based insurance marketing
program.

Insurers must be careful they don't
end up like the legendary Rip Van
Winkle and sleep during the techno-
logical revolution, asserted Ian M.
Rolland, chairman and chief execu-
tive officer of Fort Wayne, Ind.-
based Lincoln National Corp.

To survive, insurers must meet

consumers' demand for products
when they want them and how they
want them delivered, he said during
a session.

"More than 6 million people pur-

sc®ver GA

chased products on the Internet last
year," he said, adding that more than
60 million people will have some In-
ternet connections by year-end 1998.

"Technology will create more op-
portunities to connect with cus-
tomers," he said.

And only through technology will
insurers be able to "meet the cus-

tomer's agenda for interaction," hE
asserted.

-By Joanne WojciA

Wyatt
Continued from page 2
complimentary," Mr. Tierney
said.

"It gives us more critical
niass in more locations

throughout the country," he
added.

Watson Wyatt's risk man-
agement consulting unit has 11
U.S. locations. Risk manage-
ment consulting employees at
eight of those locations will
move to the Tillinghast offices
in those cities. Employees at
the three remaining offices will
remain with Watson Wyatt in
other consulting areas. Mr.
Tierney said no job losses are
expected as its objective is to
have a "bigger, broader opera-
tion."

Mr. Tierney said no date has
been set for closing the deal,
but both companies want it to

happen quickly. Negotiations
have proceeded smoothly since
starting at the beginning of the
year, he added.

As part of Tillinghast's
growth strategy, Mr. Tierney
said it might pursue more ac-
quisitions if they make the
same strategic sense and add
strong people to the firm.

Some competing risk man-
agement consultant have per-
ceived a diminishing Wyatt
presense in some cities.

Michael Rodman, executive
vp with J.H. Albert Interna-
tional Insurance Advisors Inc.

of Needham Heights, Mass.,
said he believes both Watson

Wyatt and Tillinghast have re-
duced their risk management
consulting presence in the
Boston area the past few years.

Steven Coombs, president of
Risk Resources in Elmhurst,

Ill., a risk management consul-
tant, similarly said he believes
Watson Wyatt's risk manage-
ment consulting presence in
Chicago has dropped in the
past few years,

A general perception is that
the two firms have a similar

profile; focusing on larger cor-
porate clients and performing
actuarial work for insurers,
risk management consultants
say.

"We tend to put Tillinghast
and Watson Wyatt in the same
box," Mr. Rodman said.

Another similarity in the two
firms has been declining rev-
enues. According to the BI an-
nual ranking of risk manage-
ment consultants, Tillinghast
slipped from the top position
based on 1995 revenue to the

second slot for 1996, though
revenue increased 14.7% (BI,
March 17, 1997). 1997 revenue
declined 9.8% to $27.5 million

from 1996, according to figures
provided to BL

As for Watson Wyatt, its
1996 ranking dropped to the
fifth slot, from No. 3 based on

1995 revenues. This drop fol-
lowed a 15.5% decline in rev-

enue.

For 1997, revenues inched up
1% to $18.8 million.



8 / Business Insurance, March 9, 1998

Opinions

Beware outsourcing pitfalls
T TNTIL RECENTLY, the powerful combination of
CJ consultants and computer technology appeared to

be the panacea for employers' benefit administration
woes.

The drive to turn over total administration of bene-

fit plans to consultants is one of the hottest trends in
employee benefits.

For employers, the concept is appealing for several
reasons. By turning over to a third party the day-to-
day administration of pension and welfare plans, cor-
porate benefit departments can be slimmed down, and
benefit managers can devote more of their time to
strategic planning and less on mundane administrative
issues.

Outsourcing also means a third party-i.e., the out-
sourcing vendor, not the employer-makes the large
investments needed to take advantage of new technol-
ogy that can lower administrative costs.

Of course, outsourcing benefit plan administration
also allows employers to focus on their core opera-
tions, such as manufacturing or sales, rather than
functions that are not directly related to revenue gen-
eration.

Consultants have responded to the surge of corpo-
rate demand for outsourcing services by building
hugely expensive call centers where specially trained
staffers, equipped with powerful computers, now ad-
minister benefit plans offered by hundreds of employ-
ers, including some of the nation's largest companies.

But evidence is growing that the road to outsourc-
ing-both for consultants and employers-is anything
but smooth.

William M. Mercer Inc., after years of problems, last
year largely moved out of total outsourcing, turning
over its call centers and defined contribution plan and
health and welfare plan administration to Automatic
Data Processing Inc.

Earlier, Buck Consultants Inc., wanting to be a big-
ger player in the outsourcing market but also aware of
the heavy capital investments outsourcing demands,
agreed to be purchased by Mellon Bank Corp., a big fi-
nancial services company.

And just last month, Watson Wyatt & Co., which has
lost millions of dollars in developing and running a to-
tal benefit outsourcing venture--Wellspring Resources
L.L.C.-that it launched with State Street Global Ad-

visors in 1996, said it is pulling out of Wellspring and
writing off its investment. Wellspring will continue to
operate, albeit on a smaller scale.

While impossible to measure, the difficulties that
benefit consultants have faced in developing their out-
sourcing operations unquestionably affect employers,
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with the greatest impact felt in delays in implement-
ing outsourcing projects.

For employers, we think there are several lessons to
be learned from the problems some consultants have
had in developing outsourcing operations.

The first lesson is that employers, especially those
with very complex benefit plans, should be skeptical
of overly optimistic promises of vendors that say they
can quickly and smoothly take over administration of
their benefit plans. Clearly, some vendors have been
plagued by bugs in their systems, which hinders their
ability to cost-effectively administer plans.

Second, employers should carefully evaluate other
options besides the polar extremes of either keeping
administration in-house or embracing total outsoure-
ing.

For example, allowing employees to obtain benefit
plan information or conduct transactions through cor-
porate intranets or the Internet may be faster and
more cost-effective than total benefit outsourcing.

In addition, the largest employers may find that de-
veloping their own call centers-staffed by their own
employees-may cost less than the fees they pay to
outsourcing vendors.

Finally, employers of all sizes may take another look
at trying to simplify some of their benefit plans, espe-
cially their defined benefit pension plans. Complex
benefit plans increase the chances of administrative
problems, no matter who is responsible for the day-to-
day operation of the plans.

Letters

Rhulen remembered for work, warmth, humor
To the editor: I went to work for Wal-

ter Rhulen in 1981 as Frontier's first un-

derwriting manager. If memory serves,
the company had about $900,000 in
written premiums, and Walter's march-
ing orders to me were: "Bob, let's write
things everyone else isn't, and let's show
them we can make money at it."

When I left Frontier six short years
later, Walter's vision had come to pass
and, in the years since, his company's

Letters to the Editor

notable successes attest to the wisdom

and the foresight of this industry trail-
blazer.

Those early years at Frontier were
tremendously exciting, but most

rewarding of all was the privilege
of working side-by-side with Wal-
ter. . .watching, listening, learning and
marveling at his thoroughness, astute-
ness and aplomb. How luck I was to
have had that one-on-one opportunity!

Business Insurance welcomes letters to the editor. The

section is intended to be a forum for readers' opinions and
comments. We reserve the right to edit letters for clarity or
space. We will not publish unsigned letters. Please send your
letters to Letters to the Editor, Business Insurance, 740 N.

Rush St., Chicago, Itt. 60611; fax: 312-280-3174; e-mail:
pwinston@crain.com

What I'll remember most about Walter

Rhulen was his ability to inspire confi-
dence, his determination and hard work,
his unique sense of humor, and,
of course, his warmth and honesty. He'll
be fondly remembered and sorely
missed.

Robert L. Wasserman

President

Technical Insurance Services

Jeffersonville, N.Y.

Accessing the B/ Article Archive
The BI Article Archive at www.businessinsurance.com pro-

vides online access to more thinfour years ofpast issues Of the
magazine.Free access to this searchable database is available
through April 13, 1998. ABer that, one-year subscriptions provid-
ing unlimited access to the archive will be available for $80 for BI
subscribers and $120 for non-subscribers. The most recent two is-
sues of the magazine always will be searchable at no charge.
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In an arena as vast as the commercial insurance marketplace,

reaching top decision-makers can be like taking a shot in the dark.
You aim release then hope for the best. Unless, of course,

you're relying on Business /nsurance to guide your message.
i}*M ) 

B/ zeroes in on the buyers of risk management, workers comp,
employee benefits and health care services reaching them with 
wide-ranging coverage of the Risk & Insurance Management Society's =

il.r·

annual conference, one of the industry's most important meetings. ./*
Pin down your best prospects as they turn to our RIMS Preview Issue F

to scout out the sessions, exhibitors and San Diego attractions that
will keep them on target during the conference.

When it comes to reaching risk and benefit managers, brokers,
consultants, insurers and reinsurers, 8/ points the way. Call to reserve
ad space today. Yysjs -

RIMS Preview

Publishing: April 20 Closing: April 8
Distribution: NMHCC

Keep your eye on these additional RIMS opportunities:

Captives/Risk Manager of the Year
Publishing: April 27 Closing: April 15

Directory: Captive Managers
Distribution: RIMS, Alliance of American Insurers

RIMS Report: Employee Benefits & Workers Comp
Publishing: May 4 'Closing: April 22

RIMS Report: Risk Management
Publishing: May 11 Closing: April 29
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Centers industry is now so complex that one fit that we bring to our clients, and it the two brokerages am yet to be com- pohcyholder surplus of the insurance
local broker cannot have the exper- lS one of the reasons why a chent se- bmed, Mr Sinnott said Generally, industry has jumped 52% over the
tise to deal with all nsks, and the lects a broker," he said the merger was a successful unifica- past three years and stands at $300

Cont:nued from page 3 centers provide access to a team of Contingent compensation also is tion of the best practices of the two bilhon
market business placed with one in- people, Mr Barham said lustfied by the knowledge about nsk brokers, he said Given the financial position of the
surer through the centers (BI, Oct 13, • The overall process is a more effi- managers' needs that brokers pro- However, there were some marked insurance industry, it could absorb a
1997) Risk managers feared that cient way of placing business, Mr vide to insurers, technological hnks, differences between the brokers' cul- $50 bilhon loss without any long-
memo indicated that the world's Barham said product development and the distri- tures, according to Ms Reals Elhg of term affects, Ms LaSala said
largest brokerage would dictate how However, rlsk managers have bution network Itself, Mr Sinnott AMBAC For example, J&H was Risk managers should take advan-
their insurance coverages are placed voiced concerns that the Global said more "clubby" and profit center- tage of the buyers' market for msur-

The memo later was discussed at Broking Centers were primarily a "Underwnters say that they be- driven, whereas, as a pubhc compa- ance, she said
the RIMS Executive Council, and means for J&H Marsh & McLennan heve m broker distribution networks, ny, M&M focused very much on the "Look at the structure of programs
RIMS establlshed haisons with bro- to obtam larger contingent compen- and if they chdn't think that that was bottom hne Also, mcentlve paymade and take advantage of the Innovation
kerages to discuss buyers' concerns sation for bulk busmess placed with the best way to do business, they up a larger proportion of J&H bro- and creativity that the industry is
over consohdation in the insurance insurers Contmgent compensation is would go direct And if they did that, kers' compensation than at M&M displaying," Ms LaSala said
brokerage industry The concerns a mechamsm used by many brokers they would have to go oit and set up "There were ddferences," ac- In its Review and Forecast for

will be the subject of the Tuesday and agents and usually iS linked to their own distribution network," he knowledged Robert J Newhouse III, 1998, J&H Marsh & McLennan says
luncheon meeting at the annual the volume and profitability of bum- said executive vp and chairman of U S at least two of these developments
RIMS conference and exhibition ness placed with Individual insurers Other aspects of the 1997 merger of operations at J&H Marsh & MeLen- would have to occur before the insur-
April 26-May 1 m San Diego Mr Wilder of Walt Disney and Mr J&H with Marsh & McLennan Inc nan ance market hardens

The concerns over the centers re- DeLillo of Celotex questioned the also wlll lead to benefits for risk "I can't say it was a pleasant expe- • A significant downturn in finan-
sulted from a misunderstanding justification for contingent compen- managers, Mr Sinnott said in the in- rience," he said, but the end result of cial markets
among pollcyholders that Global sation when brokers already have ne- terview the merger has resulted m a stronger • A significant upturn in catas-
Broking separated pohcyholders gotiated a fee for services with poli- Risk managers are unlikely to see a company, he said trophic losses
from the underwnters, said Norman cyholders reduction m fees or commissions as a That stronger brokerage is now • Substantial additions to loss re-

Barham, a vice chairman of J&H The contingent compensation is result of the expense savings able to take advantage of an ex- serves
Marsh & MeLennan justified by the services brokers pro- achieved through the merger, as tremely soft Insurance market, said • The emergence of a costly new

4,

This is Just not true," he said vide insurers, said John Sinnott, chief overall expenses were only reduced Christine LaSala, a managing direc- tort hablhty
J&H Marsh & McLennan encour- executive officer of J&H Marsh & by about 5% due to the merger, but tor and head of the global practices •An influx of costly claims related

ages poheyholders to meet unth un- MeLennan rlsk managers should get more for group at J&H Marsh & MeLennan to the Year 2000 issue

derwriters, Mr Barham said About 95% of the compensation the money they pay, he said "The most telltng message was that "Any one of these factors occumng
The Global Broking Centers have brokers receive is 11nked to the fee or The matenal beneflts tonskman- 1997 wasthemost profitable year m alone would probably not result in

several advantages for pohcyholders, commission chents pay, and about agers should be achieved through Insurance mdustry history," Ms substantial reductloninindustry sur-
he said, which are 5% relates to contmgent compensa- better technology, as J&H was a LaSala said, noting 1997 had the plus, and the chances of more than

• They help provide more mforma- tion, which underwnters pay broker- leader m establishing hnks with poh- lowest level of catastrophe losses one occurring are incalculable
ton about issues such as pricing and ages cyholders and M&M had been a lead- mnce 1988 Therefore, in 1998, insurance buyers
information on specialized coverages The contingent compensation is er m estabhshing hnks with msurers, Although there have been several can expect to contmue benefiting

• They provide better market ac- justified for several reasons, includ- Mr Smnott said Also, the two firms El Nino-related storms m the United from an insurance marketplace glut-
cess, as the centers have a clearer Ing the brokers "Influence" on the have combined their influence m the States and Latin Amenca, they have ted with capital," the report says
idea of which msurers are Interested market, Mr Smnott said later m an marketplace, and that also w111 bene- not generated sufficient losses to
m particular types of business mtennew fit rlsk managers, he said dnve up pnces, Ms LaSala said The futt report ts available on J&H

• The centers allow brokers to op- "We could have more Influence The merger itself is now largely As a result of the lack of losses and Marsh & McLennan's home page, at
erate better as a team, The msurance and more knowledge That is a bene- complete Only some of the offices of the buoyant investment market, the www Jhmarshmc com

Court for the court in an unusually short not where the majority of claims w11 hear oral arguments m the case In response, the law firms requested
opinion against employers have ansen," he later this month the Arizona court to assign the cases

Justice Scalla added, however, said He noted that Justice Scalia In another case of interest to em- to itself That request was granted
Continued from page 2 that Title VII is not a "general civill- had emphasized that the law iS ployers, the high court ruled last After losing at trial, Lexecon ap-
compensation, terms, conditions, or ty code the statute does not reach meant not to cover routine interac- week that lawsuits consolidated be- pealed, arguing the consolidation
pnvileges of employment, because of genuine but innocuous differences m tion m the workplace but rather "the fore one federal judge for speedy law prohibited the judge from as-
such individual's race, color, sex, or the ways men and women routinely more repeated egreglous cases " pretrial discovery cannot be tned by signing himself the case The
national origin " But both the U S interact with members of the same "I don't thlnk it's going to impose that judge but must be returned to Supreme Court's decision grants
District Court for the Eastern Dis- sex and of the oppomte sex The pro- a tremendous additional burden in their ongmal courts Lexecon a new tnal, this time in Illl-

trict of Louisiana and the Sth U S hibition of harassment on the basis terms of the compliance programs The opinion, written by Justice nois
Clrcult Court of Appeals rejected of sex requires neither asexuality nor compames have," observed Quentin David Souter, states that under the Employers won a victory in a third
Mr Oncale's claim that he had re- androgyny m the workplace, it for- Riegel, deputy genera- counsel for federal law authorizing the consoll- high-court decision this week In The
course under the Civil Rights Act bids only behavior so objectively of- the National Assn of Manufacturers dation, once pretrial discovery ends, Steel Co vs Citizensfor a Better En-

The Supreme Court disagreed fensive as to alter the 'conditions' of in Washington the cases must be sent back to their vironment, the justices ruled that a
"We see no justification in the the victim's employment " But Mr Riegel ackncwledges that original courts His opinion over- Chicago-area environmental group

statutory language or our precedents The court remanded the case to the same-sex sexual harassment could turns a decision by the 9th U S Cir- had no legal standmg to sue a com-
for a categorical rule excluding lower court for trial be a problem if companies don't at- cult Court of Appeals pany for faillng to file reports re-
same-sex harassment claims from Employer groups don't view the tend to complaints "I do see a signIf- Frequently, judges assigned by a quired under the federal Emergency
the coverage of Title VII As some decision as greatly expandmg their icant amount of additional htigation judicial panel to oversee pretrial dis- Planmng and Community Right-to-
courts have observed, male-on-male members' hability if the employer doesn t respond to covery transfer the cases to them- Know Act In the opinion, wntten by
sexual harassment in the workplace "I don't see it as creating major the plamtiff's satisfaction," he said selves for tnal In his opinion, Justice Justice Scalla, the court ruled that
was assuredly not the principal evil new habilities at all," said Stephen Mr Bokat and Mr Riegel empha- Souter says this occurred 279 times the Constitution requires that in or-
Congress was concerned with when A Bokat, executive vp of the Wash- sized that employers have much through Sept 30, 1995 der to sue, a plaintiff must have an
it enacted Title VII But statutory ington-based National Chamber Lit- more at stake m how the Supreme But the court has now ruled this injury, show that the defendant's
prohibitions often go beyond the igation Center Inc , which handles Court rules m Beth Ann Faragher us improper In his opinion, Justice conduct caused the Injury and
principal evil to cover reasonably litigation for the U S Chamber of the City of Boca Raton, Fla, a case Souter states the law "obligates the demonstrate that the relief sought
comparable evils, and it is ultimate- Commerce that wlll help spell out an employer's Panel to remand any pending case to w111 redress the injury The environ-
ly the provisions of our laws rather "This case mvolves an area of sex- hability for the sexually harassing its ongmatlng court when, at the lat- mental group falled to meet all the
than the principal concerns of our ual harassment that has not been actions of its supervisory personnel est, those pretnal proceedings have entena, he wrote
legislators by which we are gov- particularly problematic It happens, when the plamtif does not notdy the run their course " In other risk management and
emed," wrote Justice Antonin Scalia there are cases out there, but that's employer (BI, Feb 16) The court Consohdating cases has Increased benefits matters, the justices let

in recent years A panel created by stand a Mlchigan ruling that the
the law, the Judicial Panel on Multi- Employee Retirement Income Secu-
distnct Litigation, has pooled nu- nty Act does not pre-empt a state

OCTOBER 26-28, 1998
merous federal suits mvolving diet preferred-provider law, and the high
plils before Judge Louis C Bechtle in court declined to review a Georgia
Philadelphia The consohdation pro- case regarding the constitutionality77,e RiM-Carlton
cess also was used in the silicone of a five-year statute of repose inMarina del Rey, California

breast implant htigation against medical-malpractice cases
-PRESENTED IN CONJUNCTION WITH Dow Corning Corp and in the Nor- The justices did agree, however, to

1 IBF•International Business Forum plant contraceptive cases against review whether workers covered by
Wyeth-Ayerst Laboratories (BI, collective-bargaining agreements

ADDRESSING THE LATEST DEVELOPMENTS Sept 29,1997) can sue their employers under the
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f .Business
The case before the Supreme Americans With Disabilities Act,

Court ongmally arose out of the col- even if their contracts require
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lapse of Lincoln Savmgs & Loan in mandatory arbitration of such cases
insurance® Risk managers, loss prevention and safety managers workers Phoemx Lexecon Inc, a law and

compensation and benefit managers, plus insurers, brokers,
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suit in federal court m Chicago shore Services Inc, US Supremer CONFERENCE and local governments
against two law firms representmg Court, No 96-568, demded March 4,

r
EMPLOYER ROUNDTABLE: OCTOBER 26,1998 plaintiffs who were suing Lincoln 1998
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Child care
Continued from page 1
York the first state to mandate

paid maternity leaves.
While few-if any-U.S. employ-

ers offer paid maternity leaves, a
growing number of companies al-
ready offer child care benefits, and
the federal government is consider-
ing legislation that would provide
tax incentives for even more com-

panies to do so.
A recent Coopers & Lybrand

L.L.P. study found that 43% of em-
ployers offered child care benefits
last year, an increase from 30% in
1996 (BI, Jan. 19)

The study of 171 employers also
showed that 73% of larger employ-
ers-those with $1 billion or more
in revenue-offered benefits, com-

pared with 18% of those compa-
nies with revenues under $10 mil-
lion.

"It's definitely a growing trend,"
said Karol Rose, principal and
leader of the work/life effective-

ness practice for The Kwasha Lip-
ton Group of Coopers & Lybrand
in Fort Lee, N.J.

Ms. Rose said she endorses the

approach the New York unions are
taking because a multiemployer ef-
fort is better than a single-employ-
er approach. "Solutions cannot be
done one company at a time. It's
too complex for any one employer
to solve," she said. "This is certain-
ly a progressive position they are
taking. I think it's bold."

Karen Nussbaum, director of the
AFL-CIO's working women's de-
partment in Washington, said a re-
cent AFL-CIO survey of working
women indicated child care is

among their chief concerns. "We
made child care one of the two key
issues to focus on in the coming
years," she said.

New York-area employers that
provide child care benefits praise
them as a way of building a loyal
work force.

Marilyn Timbers, life cycle pro-
gram manager for Xerox Corp. in
Stamford, Conn., said the child

care benefits program the company
initiated in the late 19805 has

'been a great benefit to the compa-
ny„"

"When we can relieve some of

the pressures employees are feeling

Loss of Blues name

not hurting Ohio plan
By MARY CHRIS JAKLEVIC

Crain News Service

CLEVELAND-Despite pre-
dictions to the contrary, losing
the Blue Cross & Blue Shield

name apparently hasn't hurt
Cleveland's largest health plan.

Medical Mutual of Ohio,
which initiated a nine-month

court fight to block its ouster by
the national Blue Cross & Blue

Shield Assn., now is questioning
the value of a Blues affiliation.

The former Blue Cross & Blue

Shield of Ohio said its enroll-

ment barely dipped after it left
the Blues last spring.

Moreover, the Ohio Depart-
ment of Insurance expects to lift
its supervision of the plan in
March, saying managerial and
financial problems have been
put to rest.

The plan expects to report a
$60 million profit for 1997, in-
cluding $45 million from selling
assets, on revenues of $922 mil-
lion. That's compared with a
1996 loss of $95 million on rev-
enues of $1 billion.

"The loss of the (Blues) trade-
marks seemed to have little sig-
nificance for the company rela-
tive to its enrollment," said an
Insurance Department spokes-
woman. "If you talk to the sub-
scribers and policyholders, as
long as they were receiving
their services, I'm not sure it
meant much to them whether

they were Blue Cross policy-
holders or not."

The national Blues ousted the

plan last spring because of its
controversial attempt to sell its
assets to for-profit Colum-
bia/HCA Healthcare Corp. Reg-
ulators blocked the deal in

March 1997.

The Cleveland plan was the
first to be terminated from the

Blues for non-financial reasons.

As a result, the plan lost
92,000 of its 1.4 million en-
rollees-most of whom were

covered by national Blues con-
tracts.

But the plan says it quickly
regained 90,000 new enrollees
after an aggressive sales effort
last summer in which top com-
pany officials paid personal vis-

its to employers.
Medical Mutual's enrollment

is down from 1.5 million when

the deal was announced in 1996.

Its biggest customer, the
Cleveland-based Council of

Smaller Enterprises, which
buys insurance for 13,000 small
businesses, recently signed a
new three-year pact with the
insurer after evaluating as
many as 20 other plans. The
deal represents about 200,000
covered lives.

"They had to prove to us that
they had their house in order,"
said COSE Senior Director

Scott Lyon. The expiration of
the council's contract with

Medical Mutual on July 1 was
seen as an opportunity for other
insurers to capture new busi-
ness.

Employers "are looking for
value," said Kent Clapp, Medi-
cal Mutual's chairman, presi-
dent and chief executive officer.

"The cross and shield has never

meant anything anyway."
A spokesman for the Blues as-

sociation said firms represent-
ing 17,000 enrollees voluntarily
switched to Ohio's only remain-
ing Blues plan, Cincinnati-
based Anthem Blue Cross &

Blue Shield.

"Maybe the Blue Cross & Blue
Shield name means nothing to
Kent Clapp, but it certainly
means something to those
17,000 subscribers that decided
to stay Blue," the spokesman
said.

However, Anthem said its to-
tal enrollment in northeastern

Ohio hasn't changed since April
1997, when it stood at 309,000.
The plan did enjoy a 10% jump
between December 1996 and

April 1997.
Anthem, which has 1.7 mil-

lion enrollees in Ohio, or about

15% of the market, said it ex-
pects to expand its Cleveland
presence gradually.

"The (Blues) marks have very,
very significant value to the se-
nior market (and) baby
boomers-more at the member

level maybe than the employer
level," said Jim Barone, An-
them's regional vp for sales in
Ohio.

in their personal lives, it helps
them to focus on work," she ex-
plained.

Xerox provides each employee a
lifetime fund of $10,000, allowing
withdrawals up to $2,000 each year
for specific reasons, one of which is
child care expenses.

not have more specific details
about this proposal.

"It's about time that some state

steps forward in order to have paid
family and medicalleave," said Ms.
Dolan of the CWA.

Ms. Dolan called this initiative

an opportunity for New York Gov.

'Benefits like child care have a strong
appeal. And from a competitive
standpoint, it's a very valuable benefit to
offer employees,' says Elizabeth Terry.

Ms. Timbers also agrees with the

union approach of pooling people
from different employers. "It
makes sense to leverage numbers,
and you get a better result," she
said.

New York-based AT&T has been

offering child care benefits since
1989, when the communications
workers union requested it during
contract bargaining, a company
spokesman said. The bargaining
led to providing the benefit to the
entire workforce.

The benefits offered include flex-

ible hours, work at home and mil-

lions of dollars spent each year to
expand the hours of day care cen-
ters and summer camps and up-
grade their facilities and quality of
workers.

"It's made our workplace more
difficult to manage but made our
workforce more satisfied with their

jobs," the spokesman said.
"It has the workforce more satis-

fied with the style of AT&T's man-
agement," he added.

Few, if any, employers, however,
offer paid maternity leave, which is
another goal of the New York labor
coalition.

The proposal for the paid leave
calls for the money to come from
the state's temporary disability in-
surance system. The coalition did

George E. Pataki to "take the lead-
ership in being the first governor in
the country to come out in favor of
paid family and medicalleave."

A spokesman for Gov. Pataki
said the governor's office will look
at the proposal's specifics before
commenting on them. He added
that the governor has proposed in
the latest budget an increase in the
number of subsidized child care

slots in New York by 49,000 over
the next two years, bring the total
subsidized by the state to 125,000.

The union coalition also is seek-

ing additional money from the
state to help train welfare recipi-
ents to become day care providers
and to provide more day care slots
for parents in the welfare-to-work
program.

Ms. Nussbaum of the AFL-CIO

said the unions' child care initia-

tive in New York "is a fabulous
model for cities and states to look

at to increase bargaining on child
care issues."

But one benefits analyst dis-
agreed, saying such an initiative
might work in New York but won't
spread to many other states.

Ken McDonnell, a research ana-

lyst with the Employee Benefit Re-
search Institute in Washington,
said New York's combination of

strong unions and activist govern-

ment is not duplicated in many
other states. He cited California,

New Jersey and some New Eng-
land states as possible candidates
for future success in expanding
child care benefits.

Outside of the union coalition's

effort, there are other several pro-
posals to provide more money to
help working parents deal with
child care issues.

President Clinton has put for-
ward his own proposal, which
would carry a price tag of $22 bil-
lion over five years, said Elizabeth
Terry, research consultant for He-
witt Associates L.L.C. in Washing-
ton.

Perhaps the part of the presi-
dent's child care initiative that is

gaining the most support is a pro-
posed tax credit for businesses that
provide money for child care. The
proposal would grant employers a
tax credit of the lesser of 25% 01

qualified costs or $150,000 for pro-
viding child care services for em-
ployees or contributing to building,
operating or expanding child''care
facilities (BI, Jan. 12).

Ms. Terry said more companies
are offering child care services to
attract and retain employees in the
tight labor market.

"Benefits like child care have a

strong appeal," she said. "And
from a competitive standpoint, it's
a very valuable benefit to offer em-
ployees."

But EBRI's Mr. McDonnell said

caution is required. He said that
when the economy slows, employ-
ers might be hard-pressed to pay
for the benefits employees want.

"It's easy to give a benefit, but
it's difficult to take it away," he
said.

It's important for employers tc
choose the benefit their workers

want, Ms. Rose of Kwasha Lipton
said. Companies can survey theiI
workers to determine what prob-
lems exist with child care and tai-

lor a benefit to solve that problem.
"It just isn't something you enteI
into lightly," she said. m
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Perspective.
1

i El Nino brings wave of risk issues
1 Dual-trigger policies addressing phenomenon respond to weather and business events

By Michael Hudson and Craig Holmes clearly defined. The U.S. National Weather Service can related hazards, including:

provide accurate information on expected rainfall over • Excessive rainfall, leading to flooding in some cases

 El Nino presents unique risks that go beyond the a given period expressed in total inches of precipitation where flood exposures traditionally are low.
normal losses associated with destructive weather. or days of measurable rainfall. The policy's weather • Slope erosion and landslide potential caused by

j Businesses can incur losses from the El Nino effects, trigger typically would be some function of one or both excessive rainfall.

even if they don't incur physical damage to their of these measurements. • Drought conditions.

property, the normal trigger for insurance claims, The economic loss trigger would be above the normal • More intense cold periods and excess precipitation,

including those related to business interruption. These expectation or budgeted amount for a given period and including excessive snowfall.

risks need to be analyzed from global and local would consider the business's actual experience during • Transportation systems that may be disrupted or

{ I perspectives. that period vs. the budget. destroyed by excessive rain or snowfall.

For risk managers, whose responsibility will include The pricing of these new policies is a function of the • Reduced precipitation that may affect winter
' protecting their employers from adverse effects of El deductible-i.e., how far above the normal expectation sporting venues such as ski resorts.

Nino, risk transfer and risk mitigation are crucial. are the triggers set-limit desired and susceptibility to Rainfall could affect a resort's occupancy rates,
loss. snowfall could block transportation routes, and

Insuring El Nino exposures So far, the premium quoted by underwriters has flooding or ice storms could cause regional utility

been attractive only to a handful of buyers: outages for a company and its suppliers-all of which

Underwriters are being cautious primarily due to a occurred in this El Nino event.

1 lack of quantifiable experience.

Because it can cause an economic loss in several

j ways, El Nino poses unique challenges from a risk
1 transfer standpoint. This goes beyond the physical

damage that adverse weather can cause and that most

property insurance contracts cover.
For instance, consider:

• Poor attendance at outdoor venues or events, such

as sporting events.

• Blockage of access to facilities or delayed delivery
of materials due to snow.

• Unsuitable ground conditions due to excessive
moisture, such as at construction sites.

In each case, a business disruption may occur after
one or more storms and could result in a significant
economic loss over an entire season. Abnormal weather

may result in increased operating or maintenance costs

that fall under a company's direct-damage deductible
and don't result in a measurable business interruption
loss. For example:

• A municipality's increased road repair and
mudslide removal expenses above expected amounts.

• A utility's increased expenses to repair

 transmission and distribution lines and to reconnectcustomers-above costs normally expected.
• The increased expense of treating and handling

storm sewer runoff and of removing excessive snow.

The normal costs for these situations are fairly
predictable from year to year-and budgeted
accordingly. A significant increase in one year will hurt
a company's bottom line or cause a reduction in funds
budgeted for other services.

Several risk transfer approaches can help address
these issues. Property damage losses and resulting

business interruption and extra expense losses may be
recoverable under a standard property insurance

policy, provided the deductible is met. Because El
Nino's effects may be felt during the entire season, a
policyholder may need to reduce the policy deductible

or obtain some form of aggregate deductible.
Coverage for business interruption losses or

cost/expense overruns due to adverse weather-and

not caused by physical damage-may be available
under new weather or El Nino insurance polices. These

products don't require the typical physical damage

trigger, but have two triggers-one is a function of the
weather, and the other is a function of the business.

Both triggers would be set above the normal
expectation.

For example, an outdoor amusement park in
Northern California might expect its attendance to be

affected by the normal amounts of rainfall for that area
in the winter. On a rainy day-r when rainfall exceeds
a given amount-the park may expect attendance to
decrease. In making annual revenue projections and
budget, a park typically would account for some
attendance drop-off based on a meteorological estimate

of the number of days of rainfall in a season.
The new insurance policies would respond if there

were more rainy days than normal and revenues had
decreased more than expected due to the additional
rain days.

For the coverage to be written, the triggers must be

Risk control measures

A lack of predictable local outcomes makes it
difficult to measure potential risk from El Nino. There
are no detailed El Nino exposure maps or large

databases of event results from flooding or landslide;
existing data is insufficient for development of local

With credible information, El NiAo

exposure can be analyzed by
determining what properties are in
areas expected to be hit hard.

damage prediction models.
Nonetheless, two measures that risk managers can

take are to:

• Understand the phenomenon and the exposure it

represents.

• Identify strategic mitigation and impact reduction
rneasures.

To improve understanding of El Nino, identify
Internet sites that address particular geographic,
meteorological or natural hazards, such as the Federal

Emergency Management Agency site and related El
Nino links.

When credible information sources are located, a

company's exposure to El Nino can be analyzed by

examining how its portfolio of properties intersects
with areas expected to exhibit severe or abnormal

weather patterns. Thus, risk managers can identify
geographic problem areas and begin mounting plans to
address them.

Many companies must deal with exposures

represented by outside suppliers of goods and services.
Just-in-time inventory systems and single-source
suppliers make El Nino a global issue for companies
that must evaluate and mitigate outage potential in

critical supply chains, information processing and
distribution.

Where supply chain exposures are critical, suppliers

can be requested to provide evidence of business
continuation and other plans that will ensure the
continuous flow of goods and services. This process

should be approached as a partnership, with both
parties sharing information on how to maximize the
surety of the supply chain. Sharing of hazard data,
production scheduling and production forecast data
with critical suppliers is an important first step to raise
awareness of supply chain issues.

Assessing exposure

With all the impacts attributed to El Nino, risk
managers need to focus on the effects of El Nino-

Reducing impact

The World Bank made its first-ever loan to Peru for

mitigation related to El Nin-a $430 million award, as
well as $30 million in loans to fund programs to help
the country addi-ess its risks from El Nino and future

flooding exposures. Programs also are planned for
Ecuador, Bolivia and other Central American
countries.

Businesses can apply this approach to their own El

Nino-related mitigation efforts by:
• Identifying key exposure areas.
• Identifying critical facilities in those areas.

• Implementing focused hazard mitigation programs.
At a corporate and facility level, key initiatives

include crisis management and emergency response
planning. These plans enable companies to respond to
an incident locally and manage it from a corporate

perspective. For example, a flood response plan should
be part of the facility's overall business continuity plan
and should address physical resistance to flooding as

well as effective response and facility stabilization.
Companies should consider human resource factors

and may choose to develop employee disaster

preparedness programs and telecommuting protocols.
Pre-incident discussions should be held with

property, casualty and health insurers to make certain

claims procedur€s are agreed upon and emergency
conditions are considered. The key to getting a handle
on the El Nino exposure is a systematic review of

location exposures. This review would be used to
determine mitigation opportunities and communicate

priorities to a company's locations.
While El Nino has added some wrinkles to the risk

spectrum, it has given risk and financial managers a

reason to re-examine their property insurance

programs and contingency plans. A positive outcome of
El Nino may be the development of new property
insurance programs. Without the threat of El Nino, the

premium to protect an entity's revenue or expense

budget against an unexpected bad weather year may
be both affordable and attractive, and this may

eventually lead to an expansion of the scope of

property insurance. Eli
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Distribution to undergo major changes
By Dennis Chookaszian

hange has been the defining characteristic of theinsurance industry over the past several years. The
major trends of consolidation, specialization and
globalization will continue and even accelerate. However, as
we look to the next few years, it is in insurance distribution
where change will have its most profound impact.

Several major transactions in 1997 are indicative of the
powerful forces at work in insurance distribution.

The Travelers' acquisition of Salomon Brothers creates an
investment powerhouse, shifting The Travelers more toward
investment than insurance. The pending Zurich acquisition
of B.A.T Industries P.L.C.'s insurance operations, including
the Farmers Group, adds a new distribution system to an
already powerful global insurance organization. Finally, the
merger of Credit Suisse and Winterthur Insurance Co. is
really the first major attempt at integrating the banking
system and the insurance distribution systems.

A common thread through all three transactions: a major
impact on distribution. In one case, the impact relates to
distribution of banking and insurance products and
services. In the others, it's a case of multiple distribution
systems coming together.

Taking a closer look at strategic directions in insurance
distribution, we see three major trends: flexible distribution,
joint ventures and alliances, and new distribution ideas.

Flexible distribution

Insurance companies are moving towa],cl flexible
distribution strategies and away from the purely monolithic
distribution systems that were dominant in the past. Going
back five or 10 years, most companies had one primary
distribution system for each major set of products. Then
companies started moving toward distribution alternatives.

A few successful examples led the way, such as The
Hartford's personal lines program with the American Assn.
of Retired Persons alongside The Hartford's traditional
agency distribution for personallines.

Initially, the alternative systems met with a great deal of
criticism from independent agents. But gradually, everyone
began to realize that distribution systems could coexist.
Today, virtually every property/casualty company is
starting to consider multiple distribution systems.

The trend has unfolded in a major way in life insurance.
Twenty years ago, career agents were the primary
distribution channel for the leading companies. Today,
these companies have a broker channel right alongside their
career distribution mechanism. Direct distribution channels

are being explored as well.

Looking to the future, flexible distribution will be even
more widespread. Customers will choose how they want to
access insurance products. To be responsive, companies will
need a range of distribution channels. The line between
agency companies and direct distributors will continue to
blur. Customers will get to companies in different ways, and
multiple distribution channels accommodate them.

As a result, we'll see some significant changes in the
market shares controlled by different distribution systems.

In commemiallines, agency distribution controls more
than two-thirds of the market. This system is likely to
remain dominant because it is an efficient, effective method

of delivering risk management products and services.
In personal insurance, however, agency distribution has

gone from more than 50% market share in the 1970s to less
than 30% today. In 20 years, market share for pure
independent agency companies may be down to 15% or less.

This change in market share has iniportant implications
for independent agents and their companies. Agents will
succeed by delivering services much more efficiently
through improved technology and closer relationships with
their companies. They will also grow their business through
alliances with banks and other entities.

Joint ventures, alliances

The second major direction in insurance distribution is

joint ventures and alliances. Five or 10 years ago, most
insurers preferred to own and control 100% of their
operations. Tax consolidation, which requires 80%

ownership of subsidiaries, was a major consideration. We
saw relatively few partial spinoffs.

Today, our industry is mon dynamic and entrepreneurial.
As a result, companies are coming together not just through
consolidation but also closer alliances and linkages of
distribution systems.

]Relationships that would have been unthinkable 10 years
ago are becoming commonplace; for example: alliances
between banks and insurers, discussions among career
agency life companies and property/casualty companies to
blend their distribution systems, and closer relationships
among insurance and securities distribution systems.

The trend toward joint ventures and alliances will
become even more powerful as changes in regulation give
mutualinsurers greater access to capital. Mutual holdjng
company laws, for example, willlead to the formation of
more downstream entities, openmg the door to changes in
product offerings and all:ernate distribution channels.

New distribution models

The third major direction in distribution is the emergence
of ideas likely to gain significant market share. Three of the
most important: banks in insurance, electronic commerce
and the Internet, and professional employer organizations.

•Banks in insurance. In banks in insurance, we have seen
several important alliances in recent months. First Chicago
NBD and The Hartford are working to sell personal
insurance as well as small commercial accounts. Meanwhile,

First Chicago is working w>ith CNA and its agents to serve
larger commercial accounts. At the same time, banks are
buying agencies and partnering with distributors-for
example, the recent alliance between Chase Manhattan
Corp. and USI Holdings Corp. to distribute insurance
products.

The impact of banks on insurance distribution will be
significant. We see banks entering insurance with a long-
term objective of producing 20% to 30% of tot:al profits
from insurance products. Moreover, few banks intend to
build underwriting organizations. Instead, their strategy is
to partner with established underwriters and produce their
profits on the distribution side of the business.

As a result, banks in insurance will reinforce the trend

toward consolidation of insurance agencies and brokerage
firms. The strong agents and brokers will get stronger as
banks invest in and pursue alliances with well-managed
distributors in attractive markets.

In addition, banks' primary impact will be on the retail
side of insurance distribution, not the brokerage side. Retail
business provides the higher transaction volumes that are
needed to produce distribution profits.

Finally, the growing presence of banks in insurance will
result in new financial arrangements for distributors, but
not in the formation of entirely new distribution systems.
It's diEicult and expensive to build distribution from
scratch. As a consequence, banks will tend to acquire or
partner with existing distribution networks for the purpose
of marketing to bank customers. Banks' customer databases
could provide the foundation for a very dficient approach
to marketing banking and insurance products.

• Electronic commerce. The second new distribution idea

is electronic cornmerce and the Internet. An estimated 50%

to 60% of working households now have Internet access,
and 10% to 15% of these households have purchased
something on the Internet. Because most purchasers give

high satisfaction ratings to Internet shopping, people are
likely to be buying many more things on the Internet
relatively soon.

In insurance, electronic commerce will become a major
way in which simplified insurance products are sold.
Automobile, homeowners and term life insurance are three
areas where the Internet and e-commerce will work most

effectively. For more complex products, electronic

commerce will facilitate the transaction, but it is not likely
to be used in the actual sale.

We already are seeing two basic shapes of insurance
distribution via electronic commerce. There is the

comparative approach, which for example includes
electronic "malls" where the customer can compare the

offerings of multiple providers. This idea has been around
for a long time in the form of toll-free telephone quote

services for term life insurance. With the Internet version,

however, it's easier for the customer to use and obtain more
information. Comparison shopping will become even easier
as the insurance sites pick up on the user-friendly software
already available among the electronic booksellers.

The other major e-commerce distribution approach is
closer to direct distribution. For example, there will be
insurance links from the sites of banks, financial service
firms and other entities. Consumers will click on insurance

icons, which willlead them to more details on a particular
company's offerings. From there, they will be directed to an
agent or deal directly with the insurer. This will be a non-
comparative purchasing alternative. If consumers like the
products presented, they will buy.

How quickly will e-commerce become a major
distribution channel? If the forecasts on e-commerce are

conrect, as much as 90% of the population will have an
Internet link in the next three to five years, and half of them
will be buying some things on the Internet. With that kind
of growth, it is conceivable that 10% of the population will
be buying some type of insurance via the Internet in the
near future.

• Professional employer organizations. A third new
distribution idea is professional employer organizations.
PEOs handle the administrative functions of employment:
payroll, employee benefits, tax filing, etc.

PEOs bring advantages to small and midsize employers.
First, significant administrative burdens are eliminated
because the employer doesn't have to worry about human
resources and related administrative matters. The employer
basically outsources these activities while retaining core
management responsibilities such as assignment of worksite
tasks and functions.

Another advantage is cost-effective purchasing. For
example, the PEO's aggregate purchasing power makes it
possible for small and midsize employers to provide benefits
once available mainly to employees of large corporations.

For these and other reasons, PEOs are an increasingly
popular idea. PEOs have 2.5 million employees unde
contract, and the number is skyrocketing. PEOs have a huge
target market to develop. The heart of this market-
companies with fewer than 500 employees-represents
roughly 50 million workers, or half of all private-sector
employees.

The PEO industry comprises about 2,200 companies,
mainly smaller, entrepreneurial, locally oriented firms. In
the past few years, however, we've seen larger companies
getting into the business-payroll companies, temporary
help firms, insurers and others. Last year, CNA became the
first major insurance organization to enter the PEO
business in a big way.

These developments are the early signs of a larger, more
professional PEO industry. As this change occurs, PEOs will
become an increasingly significant channel for employers
and employees to obtain workers compensation, employee
benefits and other insurance-related products and services.

In summary, change in insurance distribution is being
driven by a shift toward more flexible systems, a greater
reliance on joint ventures and alliances, and the emergence
of new distribution ideas. Together, these factors are
altering current distribution channels and adding new ones
at the same time. As a consequence, the next five or 10 years
will probably see a more radical change in distribution than
has occurred in the prior 20 to 30 years. This will be a period
of dramatic restructuIing of market share, with winners and
losers on the distribution and underwriting sides of the
business. In the long run, however, these changes will bring
about a sounder, more resilient indust:ry, but not without a
lot of turmoil along the way. ial
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chairman and chief executive
officer of CNA Insurance Cos.
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Global Briefs Ruling clarifies maternity leave
By MATTHEW MacDERMOTT Greaves then gave notice that, due to illness, Greaves and Ms Crees were unable to return to

Japanese insurer Tokyo Marine she would be unable to return to work on the work on their scheduled date of return, the
& Fire Insurance Co. Ltd. has set LONDON-Two U K employers are appeal- scheduled day of her return Kwik Save women's contracts of employment automatical-
up a representative office m Ing a Court of Appeal ruling that two employ- claimed Ms Greaves had automatically termi- ly came to an end Kwik Save and Royal Lon-
Chengdu, China This iS Tokyo ees were unfairly dismissed because they were nated her contract because she had not been don maintained that they did not dismiss the
Mar,ne & Frre's eighth represen- too sick to return to work when their materni- ready for work on the first day after her mater- women, rather they terminated themselves by
tative or branch office 111 China ty leave ended nity leave not returning to work
slnce it entered the market in The Feb 27 ruling has been called a land- The two women, backed by their trade
1980 Lloyd's of London in- mark by trade unions, but the decision is still unions, filed a lomt legal action against the em-
vestment trust LIMIT PLC has subiect to further appeal to the House of Lords The judges found that, by giving ployersacquired the remaining shares it U K attorneys say the country's maternity Lord Woolf, the Court of Appeal Master of
did not already own in managing laws are very complex, creating much uncer- their employers notice of their the Rolls, and two other senior ludges ruled
agency Janson Green Ltd and tainty among employers and employees They sickness, Ms. Greaves and Ms. that the two women had been unfairly dis-
Bankside Insurance Holdings, agree that statutory clarification in the House missed The judges found that, by giving their
which is an integrated managing of Lords, the United Kingdom's highest court, Crees had fUlly exercised their employers notice of their sickness, Ms Greaves
agency and corporate investor, is required to provide a definitive ruling right to return to work. and Ms Crees had fully exercised their right to
for a £14 lmill.on ($23 3 milhon) It could be up to a year before the appeal is return to work The court decided that the two

and £40 milhon ($66 milhon) re- heard in the House of Lords, though In the women did not have to physically return to
spectively Reliance National meantime, the ruling by the Court of Appeal in work on their scheduled date of return The

Insurance Co. (Europe) Ltd has London will stand as a precedent Heather Crees received the same treatment ludges ruled that U K employment laws were
opened a new office m Zurich, Janet Greaves was dismissed from her job from the Royal London Mutual Insurance Soci- not intended to allow an employer to take ad-
Switzerland, heraldmg its entry with London-based retailer Kwik Save Stores ety Ltd , based in Colchester, England She was vantage of the temporary illness of a female
into the Swiss market The office Ltd in November 1994, after she returned to dismissed in May 1995 when she sent a written employee by denying her the statutory right to
wlll be headed up by Daniel Hess, work to deliver a medical excuse for her ab- note saying she was unable to return to work return to work
who has been appointed general sence Ms Greaves had been on a standard 14- after the expiration of her extended maternity The ruling late last month overturned a pre-
manager Mr Hess previously week maternity leave, after which she took an leave because of illness vious decision by the Employment Appeal Tri-
was operations manager of LRO extended four-week maternity leave Ms The two employers argued that when Ms See Maternity on page 19
Insurance Services m Callfornia

and a consultant to Lloyd's of
London Bernard Myers has
been named the next non-execu-

Latin America a hot market
tive chairman of broker Lambert

Fenchurch Group PLC, effec- Consolidation is being driven by multinational insurers
tive from the company's annual
general meetmg July 28 Also, Pe- By GAVIN SOUTER surance market is attracting out- senior vp and chief underwriting
tel, Barton has been named a non- side interest, trade barriers m the officer at Latin American Rein-
executive director of the bro- NEW YORK-International in- region still are hindering integra- surance Co in Bermuda
ker The Chmese Insurance surers are playing a bigger and tion of the markets and likely will In 1997, there were 48 mergers
market grew almost 40% to 108 bigger role in Latin America do so for several years and acquisitions among insurers
bilhon yuan ($13 bilhon) in pre- The consolidation of the insur- These were a few of the obser- in the region, and 80% of those
miums for 1997, according to fig- ance industry in the region is be- vationsatthe 1998 Roundtable on deals involved foreign capital, he
ures issued by the State Statistics ing driven largely by foreign com- Insurance Conditions in Latin said
Bureau Property insurance busi- panies anxious to buy their way America, sponsored by the Inter- "Multinational insurers are the

ness represented 44 4% of the to- into what they see as a potentially national Insurance Council in ones that are involved in this pro-
tal premiums South Afncan lucrative market New York late last month cess, and they are upfront in say-
broker Price Forbes, the broker- And the new and established in- The Latin American insurance ing that they want to be more International
age subsidiary of financial ser- surers in the region are able to market continued to consolidate global and they want market Insurance Council
vices organization Forbes Group grow with the support of cheap during 1997 as the various mar- share," Mr Shroyer said
Ltd, has bought Namibian bro- and widely available reinsurance kets continued to enjoy more lib- The increase in foreign investors Latin American
ker Lumley Namibia for more But while the big picture of a eral regulations compared with a in the region is most clearly seen Roundtable
than 20 milhon rand ($4 1 mil- vibrant and increasingly free in- few years ago, said Keith Shroyer, See Mergers on page 19
hon) Price Forbes wall merge
Lumley Namibia with its eastmg
Namibian operation, Narmbia
Risk Managers & Insurance Bro- LIMNET seeking Aetna buying stake
kers Ingo Rix wll be managing
director of the merged firm in Venezuelan insurer
The Chinese government iS ex-
penmenting with a new priva- compatibility
tlzed pension system to ease the ; Region has strong growth prospects
burden of providing retirement By EDWIN UNSWORTH to compile a formal plan by ear-
benefits to the country's civil ser- ly April for achieving compati- By MARIA KIELMAS 1997 It lS owned jointly by the
vants The trial system w11 as- LONDON-The London In- bility with other electronic net- Banco Mercantil, Seguros Mer-
sume responsibihty for a propor- surance Market Network no works in use around the world CARACAS, Venezuela-Poten- cantil and other financial compa-
tion of retirement benefits from longer can embrace a propri- Upon ratification by LIMNET's tial growth in life, pensions and nies belonging to the group, in-
the government and requires the etary computer platform if the board, pilot tests of a new sys- health insurance in Latin Ameri- cluding Merinvest and Mercantil
11 milhon civil servants and their electronic network is to gain tem could be performed in the ca has spurred Aetna Inc to buy a International Holdings
local "work units" to contnbute wider use, executives say 49% stake in Venezuelan insurer According to Rafael Cubillan,
alongside the government, which Until now, LIMNET has em- Seguros Mercantil for about $30 executive president of Seguros
is responsible for housing, medi- braced its own electronic trad- 'The market has no million Mercantil, the proposed Aetna
cal care, education and retire- ing network with an expecta- An Aetna spokeswoman con- move is the latest in a spate of in-

6 ment benefits for its employees tion that lt might become a option but to adapt firmed late last month that Hart- vestment activity by foreign in-
Swiss Re Group w,11 become benchmark other insurance net- to...client needs and ford, Conn -based Aetna expects surers over the past few years

the majority shareholder in Ams- works would follow to complete due diligence some- "Seven out of the top 10
terdam, Netherlands-based cred- LIMNET Chairman Dieter new technologies,' time in the first quarter The com- Venezuelan insurers are now con-

' it insurer NCM Group Rating Losse said late last month, how- says Dieter Losse. panies signed a letter of intent for trolled by foreign companies," he
agency Standard & Poor's Corp ever, that "the market has no the deal Jan 15 said Mostly European insurers

has placed German reinsurer option but to adapt to changes Aetna is the second-largest for- control the Venezuelan msurers
Gothaer Ruckversicherung A.G. in client needs and new tech- eign investor in the Latin Ameri- Growth prospects in life, pen-
on CreditWatch with positive inn- nologies " market later this year can insurance market The largest sions and health insurance mar-
phcations in response to Kolms- LIMNET was launched in Kevin Ashby, LIMNET's chief is Spain's Corporacion Mapfre kets throughout Latin America
che Ruckversichenings Ges- 1987 with the goal of creating executive, said the success of Caracas, Venezuela-based Se- are the impetus behind the foreign
ellschaft A G 's purchase of 27% an electronic placement system these trials will determine how guros Mercantil, a multiline in- acquisition A new framework law
of Gothaer Re Gothaer Re cur- for the London market that soon international compatibili- surer, reported profits of 5 5 bil- to reform the social security sys-
rently has a BBB-rating from would speed up and reduce the ty will be achieved hon bolivars ($10 6 million) on tem is being debated in
S&P Norwegian msurance costs of insurance transactions Admitting to LIMNET's past gross premiums of 28 8 billion bo- Venezuela's Congress The major
company Storebrand ASA has among brokers, insurers and mistakes and disappointments, livars ($55 8 million) last year features of the law open up the
sald it w111 continue to restructure reinsurers Mr Losse said at a briefing for This year the company expects way for private pension schemes
in the face of falhng profits Net LIMNET 15 sponsored by London market executives late profits of up to 6 billion bolivars "We are following the same pat-
profits for 1997 fell 19 2% to 1 01 Lloyd's of London, the Lloyd's last month that "in future, ($11 6 million) on premiums of 37 tern as in Chile, Mexico and
bilhon kroner, ($137 2 milhon) Insurance Brokers Committee, LIMNET will focus on facilitat- billion bolivars ($71 6 million) Colombia This will change the
while non-hie profits fell 342% the Institute of London Under- ing new technologies and sup- Until April 1997, Seguros Mer- whole insurance business," Mr
to 684 milhon crowns ($92 9 mil- writers and the London Insur- porting the whole of the busi- cantil was 100% owned by Cubillan said "We are very small
hon) Stefan Knecht has been ance & Reinsurance Market ness process rather than a par- Venezuela's second-largest bank, in health and life/pensions bum-
appomted Lloyd's General Rep- Assn ticular transaction, such as Banco Mercantil SA A new hold- ness We hope to develop this with
resentative m Switzerland The LIMNET board Intends See LIMNET on page 19 ing company, Mercantil Servicios Aetna "

Financieros, was created m April See Venezuela on page 19
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 NEW YORK CITY HOUSING AUTHORITY DIRECTOR OF INSURANCE AND KNOWLEDGE SHARING SPECIALIST UNDERWRITERS/AGENTS Healthcare firm offering 'out-of-network"
CLAIMS MANAGEMENT DIVISION Willis Corroon Corporation is one of the A+ rated Insurance Company seeks claims solutions to TPA/ASO/MGUS

E PUBLIC NOTICE INVITATION FOR BID Hillsborough County Is seeking a qualified world's leading risk management, Insur- specialty underwriters/agentq for which Increases their profits and
growth and profit-sharing

 PRIMARY/EXCESS GENERAL LIABILITY INSURANCE professional to serve as Director of the In- ance and reinsurance brokering organiza- provides consistent cost savings to their
surance and Claims Management Division tions with representation in over 300 of- G. McGEE & ASSOCIATES clients For more information contact

 The New York Ctty Housing Authonty ('NYCHA') requests Proposals from The individual selected will plan the over- fices in more than 70 countries We have 800-566-4578
Mary or Ron of Out-of-Network ClaimsS qualified INSURANCE CARRIERS for Pnmary/Excess General Liabitrty all direction fora dlvisionthat administers a unique and exciting opportunity:n this Fax 201-666-2642

 insurance coverages the County's Insurance, Safety and Claims newly created position to work closely email gmcgee@ ix netcom com _Solutions, Inc at [9081 688 - 8859Coverages are to become effective June 1, 1998. Management Program with senior management in developing
M Proposals shall be made in the format included in the Invitation For Bid The successful candidate will monitor, re- and implementing knowledge sharing
1 package containing instructions, specifications, and detailed submission
M requirements Packets may only be obtained by calling NYCHAs view and communicate strategic plans to processes and practices throughout our Ftim client won-5 to acquire an operohng personal Agfljjzpa
13 Insurance Consultant Sedgwick Inc., 1285 Avenue of the Americas, ensure the accomplishment of long range North American organization This posi-

5 37th floor, New York, NY 10019 at (212) 830-1357. In order to be eligible, goals and objectives for the division Re. tion will play a key role In further eypand- |Ines P&( company, $150 to $200 million In completed bid proposals must be received by 4 30 p m on April 7,1998 sponsibilities will Includetheevaluation, ing our professional services Qualified assets Must be 11(ensed m ot least (A, OR. WA, Al, ,.

tie All
Inquiries for additionalinformation regarding the Invitation identification, and analysts of insurance candidates will have a broad understand- CO, MN, Wl, IL TX & Fl Principols only contact

4 For Bid are to be directed in writing to Lawrence G,ambalvo, risk and loss control programs, Including ing of Business Insurance and work expe-
Web Domaln iName Sale

Hugh Alexander, Esq, Alexander & Crabtree, P I
Senior Vice President, Sedgwick, Inc at the aforementioned but not limited to, worker's compensation nence associated with Sales and Market-

address/phone claims, third party administrator groups ing, excellent written and verbal ccmmu- 216 16!h St[8et, Suite 1300, Demei, (0 80202, $5,000.00 EACH
Rudolph W Giullant, Mayor, New York City • Ruh6n Franco, Chair, NYCHA and safety/prevention programs nication skills with ability to interact ef- Fhone 303 825 7307, Fox 303 825 3202 ot

fectively with all levels of management
- The position requires an individual with a holexondet@olexcrob com insureus.net

hugh level of analytical skills and an ad-
and employees, proficient computer skills

[[*1[Pli#
to include the Internet/Intranet required insureme.net

imvpgmiN i _ vanced level of interpersonal skills in or-
der to develop and implement the mission We offer a competitive compensation insureusa.net
of the division package with excellent benefits and the MP."MaiEopportunity for growth Please se,d re- insureyou.net
Minimum Qualifications Seven (7) to ten

sume to
(10) years of progressively complex and re- insureall.net

AVP Employment Servicessponsible related work experience which INSURANCE COVERAGE ATTORNEY

' , '  ,' i i, should include three (3) to four (4) years Willis Corroon Corporation call 203.961.0100
= "·14,6'1111'* of managenal experience Graduation P O Box 305191 Oppenhelmer Wolff & Donnelly LLP, a

INS U 2ANCEWL=Iu- 4 ""'·* from an accredited College or University Nashville, TN 37230-5191 260+ attorney firm headquartered in fax 203.961.0102
Minneapolis/St Paul, seeks an attorney

with a Bachelor's Degree in Business or Or fax (615) 872 - 6349 for Its Insurance Practice Group in Its St
.

Public Administration, (Master's Degree EOE/M/F/D/V Paul office Iceal candidates will have 2+
preferred) 5 required years of experience in the area of .9*ill] 1Nill]NI)*. 111Salary Range $52,580 - $78,870 [1111!PWMilt** litigation and Insurance coverage Please &4,,1 „a.ma
Resumes will be accepted until position is mall or fax your resume and transcripts to

THE OASIS OF fNSljRANCE filled Send resume to Jackie Gunstad, Cppenheimer Wolff &
Donnelly LLP, 3400 Plaza VII, 45 South 7th SOLICITATION FOR PROFESSIONAL

Exempt Recruitment

INDUSTR*RECRWI-ANG HUMAN RESOURCES DEPARTMENT
PROPERTY & CASUALTY BROKERS Street, Minneapolis, MN 55402, Fax (612) LIABILITY INSURANCE

607 - 7100 AGENT/BROKER
POST OFFICE BOX 1110 National Wholesale Insurance Brokerage firm,

TAMPA FLORIDA 33601 providing nalionwide services and a bfoad range „
Morrow County Health District seeks pro-

Come to the place whem inmtrance companies and Refer to Position DICM of products, seeks ambitious propelly and cesually
'. posals from Insurance Agencies/Brokers

insurance talent from ali points on thecempass AA/EOE brokers ADMINISTRATOR/CEO specialized m the placement and servicing
of Hospital Professionals & General Liabll-

converge to solve their employment problems
DRUG FREE WORKPLACE We offer a competitive salary and bonus po ental

based on new and renewal business and an Be louisiana Hcme Builders Associohon Self Ingiers ity insurance coverage that wish to be
considered in the Health District's

excellent benefits package Fund, o wolker' compensollon provider located m Agent/Broker selection process Only
The /NsueANC€»2 is a direct, easy to navigate For considefallon, mail of hax resume with salary Baton Rouge, LA seeks in Admimstmtor/CEO Candi those agencies or brokerage firms with

. ' histofy to date willimplement the policies established by the specialized expertise in the placement and
website where insurance organizations of all types

Swett & Crawford Group Board of Tiusmes and wevide for Ibe day to day admin servicing of Hospital Professionals & Gen

and sizes go online to tell you what they are looking for Human Resources
eral Liability Insurance coverage will be

21650 Oxnard Street, Suite 1600
Motion WIll difed smrf of 30 miluding Dwector of considered Please send your response

Woodiand Hills, CA 91367
Moekng, Ditibr of Membet Setes, Dimmrof UR along with a description of your expert-

Once you Visit, you Will always come back
CORPORATE DIRECTOR OF DISABILITY

Fax 818227 3498
deitiling, Geneml Coingl, and [FO Compehtive ence m a format not exceeding 5 printed

SHADES OF DARWIN! 50|04 DOE and excellent benehts package For consid pages to Administration, P 0 Box 9, Hep-

CLAIMS MANAGEMENT SYMBIOSIS! pner, OR 97836

A SITE TO BEHOLD emtton, resumernd saloy histoly must berecmved by
We are pleased that a recent industry Match 31,1998 and moded to SEAKH COMMME,
survey has recognized Sedgwick Managed {!TilfDUUiT,VT:37

http://www. insfile.com Care as the top Managed Care program m
. US=,' 6*.44#4,=- ·,i - y PO 80113519, MNEVILE, IA71361·3519

Americal SMC ts one integral part of our

Insurance Employers - inquire at (847) 266-1088 portfolio of Integrated Disability Manage- RISK MANAGER Insumnce
ment Servites which are providing our

or e-mail admin@insfile com rapidly expanding client set the very real California Fair Servicas Aumorm', a Sacramento-
efficiencies and cost savings inherent m based joint powers authority providing vanous Circulation Breakdown

SALES EXECUTIVE - UNDERWRITERS IrrUnntr;gisekguadan,ecutrner ask pooling prognms to the California fair
industry, has an immediate opening for a Risk Looking Commercial Consumers

FINANCIAL SERVICES Established and growing MGA with a ma- service oriented professional to be our
Director of Disability As part of our IDM

Manager
trix of underwriting authorities seeks re- Administrative

Jon the fastest growing national insurance- suits oriented "Underwriters" to join

related linancial services lirmi US] is looking for our team If you have a "producer follow-
momKorpolit,a5pr Zdured,sZb Buslense'sesd,ubS'Ad,mm]!dton 01 adeclose'ly *
ity programs within Sedg\mci< Claims related field with msurance or risk management i for a CEO's, Presidents, and Owners, 2,710

Vice Presidents, General Managers and

a dynamic leader to head Its nalional Pension ng" and wish to align with a progressive
Other Administrative Personnel 5,122

Plan Products line The successful candidate will management team, we should be talking Management Services, will provide educa- emphasis Five to seven years of progressively
i/i Financial:

Candidates must be highly motivated, or- tional and marketing support to our responsible experience m the field of Risk b
be a leader with a successful track record m gan,zed, mnovative, decisive and possess offices, pioneer new disability service Management, Loss Prevention, Instfance
business, sales development, and defined a candidate Chief financial Officers and Vice Presidents

of finance 5,429
strong interpersonal communication skills offerings. monitor program performance, Admmistmtion, preferably with at least two tears ** Secretanes, Treasurers, controllers and

Contribullon planS Knowledge 01 plan admims- and capable of "thinking outside the manage vendor relationships and ensure mwmin a public sector pooling ariangement » other Financial Personnel 4.145

tralion a plus continuation of our world-class, ISO-certi-
box" Send confidential resume to P 0

fied services m the disability arena Successful candidates must possess the s
This isa senior corporate position with responsi- Box 1024, Manhasset, NY 11030
bilities to interface with the senior operations Qualifications (preferred) at least seven s to fill Risk/Employee Benefits

following Vice Presidents, Directors, Managers, and other

executives, develop progfam oppoflunilies and years of successful disability claims or dis- 0 capability 01 demonstrating outstanding 1 related department personnel of insurance, nsk,

employee benefits, personnel compensation,ability benefits program management ex- communication skills, while being responsive 1
pension, satdy, Secunty, Industnal relations,marketing plans, select and tram qualified me MIA 5 seeking two stiong, dynomk, high|Ymollval per,ence, in-depth knowledge of common to Executive Management, the Board of . *

personnel, ensure successful Integration of the benefit plan language, ERISA and state
product line into the heidi Opefations, and

ed and tesulsonented indwiduals to lead, managg und : thelob? human resources and employee/
Directors, and Member Fairs, tabor relations 14,748

regulations and loss funding alternatives,
lacilitate coordination wilh our in house admints- dited te oved opemwns of two key defmnents WC claims admin experience and under-

• ability to deal with actuaries, auditors, and «
other financial professionals thai engage in

Sub-total 32,154

Uallon centef This position Involves extensive standing of IDM concepts, prior carrier orMANAGING DIRECTOR,
Associations 286

the review 01 public sectof Insurance poolmg lill
travel, works m conjunction with the Executive client benefits dept experience, PC htera- Government, Unions and

RISK MANAGEMENT cy with knowledge of windows based afrangements,
Vice President in nailonal sales management, and

Educational Institulons 1,019

has indlred reporting responslbllity fortheentlle Requires 08Amo related heldond 5 yis of g memt software, excellent interpersonal, commu- • experience m negotiating, placing, and * The mostnications and presentation skills, college
Commercial Consumers

procuring commemial insufance covenges, talented men
product line siall level exp admimstermg flsk mgmt and/ot doim mgmt degree and/or industry-related creden-

Sub-total 33,459

USI has become the 71hlargest brokefage firm In Blograms Moster's morelated held, ADA and/or 0(11 tials, must be able to travel extensively • abilily to plan, otganize, assign, direct, review *
and women in

Insurance Agents and Brokers 8,083

the US m just three years USI olters the ate dest,oble Refet tolob Vocoary #9802111 via public transportation (including air) and evaluate public entity fisk management *1 the insurance Insurance Companies 6,933

and claims programs andactivitles ditectly E industry know Accountants, Actuanes,
successful candidate a compemive compensation MANAGING DIRECTOR,

As we challenge your professional abill- and through subordinates related to Wo kers' * where to turn Attorneys & Consultants 2,705

program induding complete benefits package and ties, we provide a fnendly, dynamic work Compensation, General Liability and Loss BE when they want Adjusters, Appralsers, TPA's, Captive Managers

the opportunity lor career growih and long-term MANAGEMENT AUDIT SERVICES environment poised to foster personal & Health Care Providers 1,578
Control,anddevelopand mmlement mutually 5 to make their

financial security Requites o BA m o related held und 5 yts of g mgmt and professional growth, and a very com- Others Allied to the Field 757

petitive compensation and benefits pack- acceptable solubons and make technical 1 moves

Please forward your resume to level exp conducting intemd audits m a pubk or gov age which includes medical, dental, improvements I Total Qualified 53,515

MS Carol Krause Non qualified/Paid Subscnpbons 14emmentolenmy Master'sm o teloted field and designo matching 401(k),anda ret,rementincome CFSA *san excellent compensation and ben- * LE)<AUPUU'll*i# Single Copy Sales 27
VP Human Resources hon as (PA 01 CIA oredemmble Refer tojob Vacancy program For immediate consideration, elits package Qualified candidates areinvited to 8 &lila==MeUSI Insumnce Setvices Corp #98022N please mall or fax resume showing expert- send a letter 01 intent, resume, salary histofy, and TOTAL CIRCULATION 53,556

235 Pine Street, 10th Floor ence, education and salary requirements supporting documentation in confidence 10 D jit Call * Sounce Business/Occupaiional

San Francisco, CA 94104 Fot aplicanon mckage plese cell r 1 with a coverletter explaining how your Homer, HR DeF{, CFSA, 17?6 T[Ibute Rd , Suite S Cheryl Acleszko bmkdown of qualified cimulatton,

(213) 922 1153 or [Ml qualifications meet our requirements to 100, Sacramento, CA 95815-4410 No phone *

] USI ] Terry Peterson, Sedgwick CMS Inc, 230 W at 312-649-5340
November 24,1997 Issue, as
submitted to BPA for Decenber 1997

013) m 3900 ®6) 1 A Monroe, 23rd Fl,Chicago, 11 60606 Fax calls or faxes please Postmarked by Tuesday, * f or advertising BPA Publisher's Statement

hilp //wwmto net lmil:m (312) 726-4123 EOE m/f/d/v Visit us on March 31, 1998 EOE/ADA details

the www at httpl/www sedgwickna com



INTERNATIONAL

Mergers The insurers m Latin Amenca, like from 4%, he said period, he said said

elsewhere, are experiencing an ex- Although m the 19805 msurers en- The Mercosur agreement 1mks Ar- Also, in Argentma social secunty
tremely soft reinsurance market, Mr joyed lower rates than they do today, gentma, Brazi, Paraguay and reforms are followmg the private sec-

Continued from page 17 Shroyer said other factors make today's reinsur- Uruguay with the intention of creat- tor-based models of Chlleand Colom-
m Chile, where international msurers Under proportional reinsurance ance evencheaperby companson, Mr mgasmglemarket similar to the Eu- bia, whereas Brazll is reformlng ltS
control 75% to 80% of the market's contracts, cedlng companies are ob- Shroyersaid ropean Union In December, the fi- system to resemble the more central-
premium volume tammg Increases m cedlng comrms- In particular, exposure mappmg nancial services committee of Merco- ized systems m the United States and

The stimulus for foreign mvestment mons on their programs, Mr Shroyer techniques enable Insurers to more sur stated that financial services m the Eumpean countnes, he said
m Latin America is the $31 bilhon m said accurately ascertain their exposures, Mercosur countnes should be inte- Workers compensation systems are
annual insurance premiums m the re- "And what's more womsome is and as a result, they are able to pm- grated within 10 years, Mr Portocar- also different In Brazil it is a nation-
glon and the prospect of that mcI'eas- that there were increases on ceding pomt their coverage needs, which en- rero said alized system, and the government in-
mg substantially as workers compen- commissions which pertam to catas- ables them to buy less coverage, he "When you have to reform so many tends to keep it nationalized for sever-
sation, health insurance and pensions trophe penls, and that shows that said things, 10 years is not so long," he al years, whereas Argentma now has
are moved away from state control things have gotten really soft," he "I don't see any particular end to said a privatized workers comp system,
mto the pnvate sector, Mr Shroyer said this scenano in sight," Mr Shroyer The differences m the insurance Mr Portocarrero said
said The excess-of-loss market is seeing said markets between the two largest Argentinian trade negotiators seem

Premiums are expected to grow to reductions m rates In Mexico, catas- One msurance scenario changing m countries in the group, Brazil and Ar- to place less emphasis on insurance
$90 bilhon m less than 10 years, said trophe excess-of-loss rates on line are Latin America is the mtegration of gentma, are vast, he said than their Brazilian counterparts, he
Peter Garza-Zavaleta, executive vp now about 1%, whereas three to four markets in the countries that signed For example, Argentina ended its said
for Latin Amencan operations at years ago they were between 55% the Mercosur trade agreement, said state remsurance monopoly in 1992, "For example, two days ago we re-
CNA Internattonal in Chicago and 7%, Mr Shroyer said Hello Ollvelro Portocarrero de Castro, when the still-state reinsurer was m ceived a memo from the Argentinian

"In general, market penetration for In Puerto Rico over the same time supenntendent of insurance for Brazil financial dificultles, whereas Bramlis negotiators which was supposed to be
insurance is low, with few mdividuals frame, rates on hne have dropped to m Rio de Janeiro working on the privatization of its a complete agenda for financial ser-
andbuslnesses Insured and those who 2% to 25% from 7% to 9%, and m And many,liff,cult changes are set state remsurer, which still is running vices, and it did not mention msur-
are msured, undennsured," he said Colombia, rates have dropped to 1 2% to take place over a relatively short as a viable company, Mr Portocarrero ance, Mr Portocarrero said El

Venezuela slow, said Mr Cubillan As a re- Maternity clarification don implemented the law as it
sult, the government essentially is U.K maternity-leave laws are has been implied by employers
allowing a free market in practice a "total muddle," Ms Nickson over the last 20 years," the state-

Continued from page 17 to develop until the legislation Cont:nued from page 17 said "Both employers and em- ment said
As in the rest of Latin America, catches up bunal and restored the Judgment ployees don't know where they A spokeswoman for the Con-

the Venezuelan insurance market .What we have is an underhand of the industrial tribunal that stand," she said federation of British Industry
is very soft "We are facing a very, free market," he said originally heard the case Ms Nickson welcomed the said the Court of Appeal ruling
very competitive market Premi- Although Venezuela lS the focus Both Kwik Save and Royal House of Lords hearing, which could actually add further uncer-
ums are at a very low level These of much foreign mvestment in the London applied for leave to ap- she said should provide the cer- tainty to the area of maternity
are non-technical premiums, es- 011 and energy sectors, this will peal to the House of Lords In tainty of a final ruling leave

pecially in fire and industrial not result in an immediate wind- granting leave to appeal, Lord Robert McCreath, an employ- "It [the case] lS Stlll going
risks, because of the high level of fall for domestic insurers, Mr Cu- Woolf said he recognized the ment-law specialist with Lon- through the processes, but the
competition I see additional pre- billan said widespread implications of the don-based law firm Eversheds, real problem is the very complex-
mium reductions in 1998," said "There is little chance to handle case and the need for further said maternity leave is a difficult ities of the law Employers don't
Mr Cubillan these (energy) premiums, as the clarification of U K maternity legal area and a "major area of want to break the law, but they

A change in the Venezuelan in- capacity is too small Since the 011 leave laws concern for employers " "Mater- don't know exactly where they
surance legislation two years ago industry was nationalized (in Sue Nickson, head of employ- nity-leave conditions are incredi- stand," the spokeswoman said
allows foreign investors to buy 1976), 99 99% of those premiums ment law at the Manchester, bly complicated, and it is impor- Helena Davies, an employ-
100% of local insurers But the have been placed on the London England, office of the London- tant for employers and employees ment-law specialist with Lon-
law did not free up policy condi- market," he explained based law firm of Hammond that they are clarihed," he said don-based law firm Lovell White
tions and tariffs, which the gov- But there will be a "cascade ef- Suddards, said the fact that Ms A Royal London statement said Durrant, said the Court of Appeal
ernment still sets feet" from the foreign oil invest- Greaves and Ms Crees' case has the company was "naturally dis- rulmg "may give some guidance"

Legislation to free up the re- ments as local service contractors "dragged on" for nearly three appointed" at the outcome of the to interpreting the complexities
mainder of the market lS pending to the multinationals seek cover- years with different rulings Court of Appeal case "In dealing of maternity-leave law But it is
in Venezuela's Congress, where age specific to themselves, Mr demonstrates the need for legal with Heather Crees, Royal Lon- not, she said, "the final word "
the deliberation process is very Cubillan said

LIMNET ness, and the four London orgamza-
cnticism over its degree of effective- Wording Although this particular decision be dis-aggregated As a result, the

pertamed only to the pollcy word,ng claims likely will fall on different
tions that sponsored lt had no of the MIPI hne shp, the aggregate- remsurers, if large enough to trigger

Contmued from page 17 timetable for its widespread imple- Contmued from page 2 extension clause was a common reinsurance at all

electronic placing support " mentation (BI, Oct 14, 1996) substantial losses, particularly be- wording in the London market until The London market's exposure to
One way of achieving this, he said, The EPS has since come up cause of E&O claims stemming from the end of the 1980s, and the ruling asbestos-related habihties, for exam-

is through work LIMNET is under- agamst competition from other elec- the U S savmgs-and-loan crisis most hkely will affect other habihty ple, remains unquantified, but
taking Jointly with International tromc systems, such as the broker- The two underwnters-the "Den- insurance and reinsurance contracts awards m UK courts currently are
Business Machines Corp to also led WIN by" syndicates at Lloyd's of London written pnor to this decade on the merease, and actuarial studies
provide members access to other Mr Ashby said LIMNET wtll con- and Yasuda Fire & Manne Insurance A spokesman for Equitas Ltd, the suggest claims still could be cormng
electronic services, such as claims tmue to provide support for current Co of Europe Ltd -had aggregated runoff reinsurer that assned Lloyd's m to London market insurers in 2040
assistance and settlement EPS users, though it recognizes EPS thelr losses from the hne sllp in each of London's pre-1993 habilities, said, As a result of the Court of Appeal

Mr Ashby said LIMNET wants to is too "prescriptive" in that it re- pollcy year, which mereased the size "We are not able to assess whether iudgment, London market remsurers
develop an insurance network for quires its users to perform functions of the claims that they, m turn, filed these rulings wlll have a positive or a unll need to check all pohcy wordings
the London insurance communlty ina specdhc way with their own excess-of-loss remsur- negative effect on Equitas, m that ag- underlying hability pollcies to see if
based on the cable television con- ers gregate extension clauses affect both the aggregate-extension clause wall
cept of a single cable operator giving Lord Justice Hobhouse ruled that ourmwards and outwards bumness " be mvoked, said John Powell, a part-

subscribers access to a number of The globalizalion of dient under pollcy wording of the M[PI hne Nevertheless, insurance lawyers ner at London law firm Lovell white
television networks The additional shp, aggregating the losses was im- say they expect the rullng to Influence Durrant "They are going to have to
services could mclude providing needs means It,e London permissible the way that London market remsur- look at the underlymg pollcies to see
LIMNET members with access to market's solulions and Instead, the MIPI claims must be ers review and settle long-tail claims if there are per-excess or per-claims
other electrome insurance networks, considered on an "each-and-every- that might contain the pohcy word- hmits," to find out whether the claims
such as the World Insurance Net- processes must be global, loss" basis under the Insurance con- ing win be aggregated, he explained M
work, RINET and CATEX, he said says Max Taylor. tracts, ruled Lord Justice Hobhouse, "The overall imphcations are, from

Mr Ashby said the London mar- whose decision was supported by a Lloyd's market point of view, that
ket needs to eliminate differences Lord Justmes Brooke and Chadwick this is one of a number of cases where

with other markets, improve effi- The Court of Appeal ruling means (the Judge) is saying, 'Read the words ADV ERTISE R
ciency and response times, reduce "What is needed now is something that many of the claims incurred by of the contract, said Alan Weir, a

the cost of closmg contracts and more enabhng which allows people the two underwnters on the M[PI hne partner at London law firm Ince &
take advantage of existing informa- to take steps" m any direction they shp wall have to be resubmltted to Co The decision w11 be felt mamly INDEX
tion technology wish to go, and this means movmg it remsurers Individually, some claims on runoff operations, said Mr Weir,

LIMNET's plan to achieve inter- to an Internationally accepted stan- rmght not be large enough to trigger because the aggregate extension
national compatibility wall aim to dard, he added their excess-of-loss coverage clause had largely fallen out of use by Issue of March 9

convert "closing, accountmg and Max Taylor, chairman of Lloyd's The plaintiffs m the two cases, the late 1980s Runoff operations gen- ADVERTISER PAGE #

settlement procedures to interna- of London and a LIMNET board Mark Edmund Denby us English & erally will see losses under these sorts
tional standards," Mr Ashby member, said the globalization of Scottlsh Mantme Insurance Co Ltd of pohcies reduced to smaller individ- Burnham Systems 16

added chent needs means the London mar- and others, and Yasuda Fire & Ma- uallosses rather than large aggregate Business Insurance 9,20

The plan amounts to an admission ket's solutions and processes also nne Insurance Co of Europe Ltd vs ones, keeping things, Mr Weir said,
Carvill Amenca, Inc 11

that its Electronic Placing Support must be global This means usmg Lloyd's underwntzng syndicates nos "at bite-size level "
system, or EPS, that was launched "common standards, common apph- 229,356, 462, 571, 661 and 961, were Tm Brentnall, a partner at London General Accident Ins 6-7

by LIMNET in the early 1990s, still cations and a sensible degree of not given leave to appeal to the House law firm Elbourne Mitchell, pointed Kemper Insurance Companies 12-13
has not met the London insurance transparency about how we oper- of Lords but are expected to petition out that the aggregate-extension

Liberty Mutual 24
market's expectabons or needs ate," Mr Taylor said the House of Lords to allow them to clause was commonly used m habih-

LIMNET admits that the EPS sys- In achieving this, electronic com- do so ty coverages that have been tapped Ricoh of Amenca 4

tem has "failed to win the hearts merce is critical, and this Includes A spokesman for Aon, which con- for asbestos and pollution losses De- Techmcal Insurance Services 16

and minds of market participants " employing truly international pro- tinues to admmister MIPI claims, de- pendmg on the wording used, claims
From its start, the EPS met with cesses and systems, he added Ell clined to comment on the ludgment for these sorts of losses may have to Wausau Insurance Company 5
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Commentary Mutuals The constitutionality of the first stock companies
subscription right demutualization

Make Internet a place Cont:nued from page 21

to do, not just see greater attention to the trend
"Prudential's demutualization is Insurance Research, Ms Isola not- says their opposition is difficult to

a milestone in the history of insur- ed
ance," said David Schiff, editor of

The Internet is on everyone's tongues and computer mom-
tors these days

Almost anythmg can be found onlme for the casual and se- ly made an unsuccessful outsider form, which sees the mutual com- pen," she said
rloUS seeker of information. Home pages abound offering bid for a seat on the board of Alhed pany creating a holding company

Mutual Insurance Co (BI, Oct 6, owned by policyholders That mu- of the demutualization deals thalherbal remedies, used cars, golf clubs, books, stock recom-
mendations, sound bites from TV shows, computer parts,
software and, yes, Insurance dustry " stockholder-owned company

The Internet offers a great medium for businesses to con- Paula Isola, executive director of
nect with a huge consumer base, but then what? Entertain
them? Inform them? Sell somethmg and take their money?

Some msurance compames and service providers are ask-
mg these very questions While some are out there lookmg to demutualization efforts, said she other states considering them mdiary stock company

sees no reason to think demutual- More than two-thirds of the states Another technique iS a "closedpush the technology's envelope, most compames are only ization activity will remain con- also have some sort of demutual- block," in which an actuarially de-
slowly reahzing there may be more to the Internet than a fined to life/health Insurers

means to provide marketmg Information and key phone "It probably will spill over into Isola to back up the policies of policy-
numbers. Too many compames are usmg the Net to erect on- property/casualty insurance, al-

1me billboards for their compames Unlike driving past a bill-
board on a well-traveled route, though, one typically has to

Ms Isola said

Consolidation of
take the mltiative and search for these Internet billboards

insurance and

It's all the more frustrating, therefore, to find at the end of banking indus- 'Whether you're a stock compan'y or a ists," he said
this search only promotionalinformation about the compa- tries "is going to
ny, httle mteractivity and no real service.

Rather than let msurens contmue to use the Internet only as lor trend and I
don't think ( and keep customers happy,' says Richard hasn't been limit-a high-tech vehicle for old-fashioned marketmg, I think in- rnu-

surance consumers should more aggres-
tual) C. Clemens of Sidley & Austin. ed to consumer

property/casual-
sively demand new ways of doing busi- ty compames are
ness Assummg everyone still has a func- going to want to
tionmg computer after Dec 31, 1999, the be left out in the

greater efhciencies to be gamed by taking cold," she said

advantage of this medium are bound to re-
expansion of the demutualization Jersey legislators first must pass ization Fairness to lobby againstduce transactional costs
trend as a bad thing, however

Some opportunities I foresee melude
• Selling insurance onlme. It may sound

obvious, but whenever this subject is
1

raised, it typically is pooh-poohed as only make companies more efficient is tial's urgmg

viable for personallmes nsks Why should good," said Thomas M Regan, di- Iowa is among the states with a advantage in the marketplace
auto and homeowners markets have all the fun?

ment at Becton Dickinson & Co m holding company is the direction structure is unfair to policyholdersI beheve commercial insurance companies that shake off
Franklin Lakes, N J He thinks de- the Principal has indicated it plans

this hmited thinkmg and apply the resources to make such mutualization could benefit poli- to pursue
transactions a reality wlll fmd a receptive audience of buy- cyholders such as his company
ers "Demutualization forces compa- her organization prefers full demu- ance Cos is addressing the issue in

• Allow regulatory filings onlme Why not have compames
make a smgle electromc blmg with the National Assn. of In-

said "I'd like to see more of it " to ownership " company structuressurance Commissioners that regulators m multiple juris(llc-
Barbara Stewart, president of "If shareholders are introduced

tions could access, rather than the current system of requir-
ing multiple flhngs with multiple regulators? Again, it keeps nomics in Atlanta, said she isn't sated, the bundle of rights they had that mutual insurance companies
costs down, which benehts the buyer and seller (not to men-
ton the taxpayer) ization will make the leap from the said

• Market risks onlme. Already some brokers are helpmg personal lines market into com-

chents use the Internet and computer technology to market
mercial lines

In the commercial arena, in fact, gest, the interests of policyholders ticipated federal legislation pro-their nsks to insurers. Not only wlll thls high-tech road show much the opposite is occumng, she could take a back seat to those of motes greater integration of bank-
save time, but it also is capable of reachmg a wider audience suggests the shareholders ing and insurance, said Charles M
and delivering more information "Even though we're seeing a lot "One advantage of a pure mutu- Chamness, NAMIC's vp of public

What if commercial buyers directly put their risks onllne of demutualizations in the person- al, you could argue, is that it's ded- affairs
for bid, seeking quotes for various hmits of coverage for
whatever risks they have? Brokers could help manage this
process, or savvy buyers could solicit bids directly Edward
Lloyd's Coffee House could greet the 21st Century as a cyber rection more likely to be there in a hard tuahze
cafe that serves as an onlme clearinghouse "If you look at all the smaller market " .

• Paymg premiums and claims onlme companies, captives, risk retention

Electromc submission of premrums and claims payments
should be as easy as paymg the monthly utility bills onlme,

own problems like the mutuals did reduce the coverage availablewhich is increasmgly common. It also allows the buyers to 70 or 80 years ago," she said "You "One of the sort of general reac- erty Mutual Group said "This ac-
hang on to their cash and earn interest a bit longer, rather see all over the scene in the com- tions made to that argument is that cess is increasingly important as
than have an mtermediary handle that cash and accrue the
mvestment income

•Providing detailed information about coverages and poll- same thing " life insurance as well and nobody at this time to demutualize "

cy forms onlme Insurance compames can provide more than Essentially, demutualizations to raises that issue," Mr Clemens

marketing mformation that touts the benehts of a pohcy in
vague, promotional terms and mstead provide actual pohcy where the company is based
information and language online Under a standard or "full" de- tomers happy " much difference to commercial in-

This also could serve to cut down m regulatory filings, with mutuahzation, the company makes "Policyholder interests are not surance buyers
regulators in file-and-use states bemg directed to a central a complete conversion from a mu- necessarily separate from stock-
site to review rate and form mformabon tual company to a stock company, holder interests," added risk man- Dickinson said the very involve-

Of course, not all buyers w11 be vnling to do thew shopping
onlme, but for those that are, the process can offer buyers and in effect be customer-focused "

sellers immense savmgs in time, ease of transaction and ulti- Another option is a .

subscrip- Ms Stewart suggested that many buyers than liabilities
mately lower costs. tion rights demutualization, un- of the larger mutual insurance .

Capital markets are a very effi-

Edztor Paul D Winston and Pubtzsher and Ed:tonal Dzrec-

tor Kathlyn J. Mcintyre wnte columns on attematzng weeks reorganized company before lt lS solely on a small group of very sim- means of stock volatility," he said

compensation "think and act" in many ways like tual firms "



Aetna ings were attnbuted to the acquisition even the largest compames, and Updates
and the problems inherent in digest- there are not too many alternatives,
ing the operation (BI, Nov 17, 1997) there is a concern about keeping Insurers allege Caremark fraud

Continued from page 1 Barry Barnett, a pnncipal in Fort their pnce m hne with the value they
ficer of the Cincinnati-based Ward Lee, NJ, at The Kwasha Lipton bring to the equaton " Cont:nued from page 2
Fmancial Group "I would think Group unit of Coopers & Lybrand "I think it's another step, really, in health care providers who referred patients to its home infusion
(NYLCare) would attract potential LLP, said, "Aetna's having enough mdustry consohdation andreducmg service between 1986 and 1995

sultors other than Aetna to the table problems right now integrating with the choices that are available to em- The insurers, which Include several Blue Cross & Blue Shield
now that it's fairly pubhc that they U S Healthcare, and the addition of ployers," said MEDSTAT's Mr Bil- plans, say they paid $800 million to $1 1 billion to Northbrook,
have plans to divest that operation," NYLCare on top of that may create lett Ill -based Caremark and those who provided the referrals during
he said more administrative nightmares than "For the past several years, many that penod

Both NYLCare and Aetna Inc unit they have nght now" employers have forced plans to com- "The scheme included numerous acts of fraud, acts of fraudu-
Aetna U S Healthcare are national "So I wonder, really, if it's in the pete against each other m markets lent concealment, and acts of fraudulent non-disclosure," charges
operations, and both offer a full spec- best interests of Aetna to move for- They've used that competitive strat- the suit, filed last week in federal court in Chicago
trum of managed care and Indemnity ward on this," Mr Barnett said "I just egy to get the best In terms of quali- Caremark was acquired by Birmingham, Ala -based MedPart-
products think it might be a bit of overload " ty and price Now, because of the ners Inc in 1996 MedPartners said m a statement the suit is with-

Aetna U S Healthcare reported Tom Billett, vp and national prac- wave of consolidation that's taken out memt and it plans to "vigorously defend" it MedPartners said
$12 76 billion m 1997 revenues and tice leader for the Stamford, Conn - over the industry, there are fewer it does not believe the case will result in "material liability" to the
$383 9 milhon in operating earnings based MEDSTAT Group, a health competitors out there, so I think that company

As of September, its total health care care information and consultmg hIm, strategy wlll probably be less sue- In 1995, Caremark admitted its employees paid kickbacks to get
plan membership was 13 7 milhon, m- said, "I was a httle surprised that in cessful m the future," he said doctors to refer Medicare and Medicaid patients to its home infu-
cluding 42 million in its commercial fact they were entertaining this as a Paul Bonsee, a vp in Sedgwick No- mon business and said it would pay $161 million in criminal fines
health maintenance organ_zations Its possibility, gtven their own problems ble Lowndes' Roseland, NJ, office, and civil payments to close a health care fraud investigation by
1996 deal for U S Healthcare made it associated with absorbing U S said, "I thmk chents are going to the U S Justice Department and numerous federal and state
the nation's second-largest HMO (BI, Healthcare and the amount of man- miss the fact that there's going to be agencies (BI, June 19, 1995)
April 8, 1996) agement time and effort that's taken " one less market to go to in a market- In 1996, Caremark reached a settlement agreement and paid an-

New York Life, which had about $3 In addition, Mr Billett said, "the re- renewal situation " other $65 6 million to "non-governmental health care payers" to
billion m 1997 revenues, has 2 5 mil- cent mergers and acquisitions in this Pointing to the New York-New settle disputes in connection with the issue (BI, March 25,1996)
hon people m its plans, according to a industry have not paid the dividends Jersey market in particular, Mr
spokesman The company entered the that people thought they would pay " Bonsee said it "is probably one of the LTC company penalized againmanaged care held with its 1987 ac- "That's not to say they won't," Mr broadest remaining ones in the US,
quisition of Sanus Corp Health Sys- Billett said, "but at least to date, they and this is one more shrinkage that YREKA, Calif -For the second time in less than four months,
tems and merged the operation with haven't " we're going to see occurring m New Beverly Enterprises Inc will appeal a huge punitive damage
1ts group health department about Arun N Kumar, a director at Stan- York, as you've seen it elsewhere " award in a case involving allegations of understaffing at a long-
two years ago (BI, Jan 15, 1996) dard & Poor's Corp m New York, Unlike other markets, where few term care facility

Observers say a deal would enhance which after reports of a possible deal managed care companies remain, "I A Siskiyou County Superior Court Jury m Yreka, Calif, last
Aetna's operations in several markets, last week put Aetna Inc and its vart- think New York-New Jersey chents week ordered Beverly, subsidiary Beverly Health & Rehabilitative
meluding the tri-state New York area, ous units on its CreditWatch, with and employers were perhaps a httle Services Inc and the facility's administrator to pay $94 7 million
the Washington, D C -Baltimore area, negative imphcations, said "We be- spolled," said Mr Bonsee in punitive damages and $365,580 of compensatory damages to
St Louis, Houston, Dallas and others heve this acquisition has strategic Mike Sass, a principal with Reba Gregory, 67 In January 1995, Ms Gregory's right shoulder

"From a strategic standpoint, 11 merit but could pose financial and Wilham M Mercer Inc in New York, and hip were broken when a Beverly Health nursing assistant
clearly makes sense," said Larry operating risk to Aetna, primarily said, "U S Healthcare is a great dropped the 160-pound patient while trying to move her from a
Mayewsla, senlorvpat Oldwick,NJ- becauseofits problems integrating HMO but they're not the most em- urine-soaked bed to a shower chair without assistance

based A M Best Co "It gwes them U S Healthcare And the same prob- ployee-friendly HMO out there, and The assistant said she could not find any other staff to help with
greater scale and size in certain mar- lems could exist if this transaction is they continue to dominate the mar- the move, said Ms Gregory's attorney, Michael D Thamer of Yre-
kets," he said consummated " ketplace People are really losing op- ka About 18 months earlier, many of the facility's employees

"You have a pretty good Et," agreed But some observers think Aetna tlons " complained to Beverly Enterpnses' chief executive ofhcer that the
Richard J Sinni, New York practice would benefit from its U S Health- But some observers beheve these facility was routinely understaffed, Mr Thamer said
leader of Watson Wyatt Worldwide care experience if it bought NYL- concerns may be premature "I thmk A Beverly spokesman said the award was "totally out of line
He said NYLCare's strongest loca- Care Aetna "has learned from the the bottom hne is there's stlll a sig- with reality" because Ms Gregory's injuries cost $24,000 to treat
tions are in Texas, St Louis and previous integration-at least one mficant amount of Dompetition out He said the state's health care administration found the facility
Washington, DC, where it has "very would hope they have learned," said here, and I don't think this, in and of was adequately staffed at the time of Ms Gregory's fall He also
good, strong, mature, historically Mr Sinni itself, iS golng to dramatically noted that Ms Gregory remains a patient at the facility
profitable, well-run" networks Aetna's consideration of this deal change the competitive landscape," Punitive damages are uninsurable in Callfornia

Mr Sinni said Aetna "is not strong "is a sign that Aetna feels fawly con- said Best's Mr Mayewski The mar- In late November, a family that argued understaffing at a Bev-
m any of these marketplaces " There- fident that it's overcommg some of ket is stlll far from the point: where erly facility in Texas led to the death of an 84-year-old resident
fore, a deal, he says, "will give them a these difficulties," said Doug Sher- one or two companies control it, he was awarded $54 mlillon in damages (BI, Dec 15, 1997)
great abillty to expand their market lock, an analyst with the Gwynedd, added
share for their existing chents, who Pa -based Sherlock Co Another issue lS the potential for Latex maker insured for award
have thought about loolang at other "But the New York Life health at least short-term service deteriora-

vendors m those areas Now it glves plans that Aetna would acquire are tion "There are clearly a lot of ser- MILWAUKEE-U K pharmaceutical company Smith &
those chents more of the ability to do well managed in their own right," he vice issues they're havlng with exist- Nephew PLC is considering whether to appeal a$1 million jury
one-stop shopping" added "There's some very capable ing chents because they moved to award to a Wisconsin hospital employee who said she developed

The deal also would make strategic managers that could be brought un- mega claims centers, and lost a lot of severe allergies to latex gloves produced by aUS subsidiary
sense for New York Life, which iS der the umbrella without a whole lot people through the merger," said Mr Linda Green alleged in a lawsuit filed in a Wisconsin state court
seeking to focus on its core individual of changes" Barnett of The Kwasha Lipton that she was forced to quit her Job because of her severe allergic
hfeand asset accumulation business- Integration with NYLCare "may Group reaction to the latex gloves The case is seen as an important test
es, said Douglas L Mayel, an analyst be an easy transition, given that Another acquisition could result in for similar pending cases involving latex
with Duff & Phelps Credit Rating Co they've done a pretty big one al- a further detertorabon in service Mark Young, a partner in Habush, Habush, Davis & Rottier
in Chicago ready," said Aldy Duffield, benefits "Or those who are starting to see it S C, the Milwaukee law firm that represented Ms Green, said it

"It looks hke more and more of the manager for Redwood Shores, making an improvement may see it has 34 latex glove cases pending, some of which are against Smith
insurance companies are continuing Callf -based Oracle Corp , an Aetna taking a step backwards," Mr Bar- & Nephew AHP Inc , the U S subsidiary of Smith & Nephew
to devote their resources towards chent nett warned Smith & Nephew said in a statement that the company is fully
those busmesses which they view as But concern persists that an Aet- "I don't expect a debacle, but I insured for the Judgment rendered by a Milwaukee County, Wis,
core The potential divestlture cf New na-NYLCare deal would reduce don't think it Wlll be seamless ei- Jury and the company's legal costs A spokesman declined to pro-
York Life's health busmess would be competition Chns O'Flynn, manag- then" said Sedgwick's Mr Bonsee vide any additional details of the company's insurance coverage
consistent with that trend and from er of global benefits at Mobil Corp But Oracle's Ms Duffield said she The company also said, "We continue to believe the company
that point of view isn't much of a sur- in Fairfax, Va, which uses Aetna does not anticipate an acquisition acted responsibly as a manufacturer of natural latex gloves for the
pnse," Mr Mayer said and NYLCare, said, given its slze, a would have a major impact on Ora- medical community, and should not be found liable because some

However, some observers question combined operation should eventu- cle "Mergers are happemng all the people are allergic to latex " It added that the company is review-
the deal m hght of Aetna's U S ally be more efficient However, Mr time You have to accept that in the ing its options, including the possibility of appeal
Healthcare Integration Aetna's low- O'Flynn said, "when a provider be- industry," she said "We continue to
er-than-expected third-quarter earn- comes large enough to dictate to plug along " [g] Briefly noted

A confirmation hearing for the proposed Chapter 11 bankruptcy

Study prices, shift costs to plan sponsors The survey covered 527 plan of Home Holdings Inc. will be held on April 3 in the U S
or reduce services, the report said sponsors contracting with health Bankruptcy Court for the Southern District of New York The

"Both parties think they can stick plans covering 10 million employ- bankruptcy plan is part of a reorganization of Home that will en-
Continued from page 3 it to the other," Mr Abbott said ees and dependents Employers of able its bondholders to secure partial payment of their bonds Reg-
employers that partner with "But it's a zero-sum game all size were included For the first ulators say the plan should not be detrimental to policyholders of
providers are predicting cost in- Benefit managers are telling time, a separate survey of 1,286 The Home Insurance Co , the operating subsidiary of Home Hold-
creases of 5 5% during the next two Watson Wyatt that health mainte- health care orgamzations was com- ings (BI, Jan 19) The California Court of Appeal for the 6th
to three years, while non-partner- nance organization rates are ex- pleted These included hospitals, District has upheld a 1996 superior court ruling that denies cover-
ing employers expect cost increases pected to increase by an average of ambulatory care facihties and man- age to Chicago-based FMC Corp for a pollution cleanup claim
of63% 8% for 1999 renewals, Mr Abbott aged care networks of more than $250 million The court agreed with Lloyd's of Lon-

Without long-term, cooperative said If so, benefit managers need to don underwriters that FMC had expected groundwater contami-
partnerships, employers and pro- protect their companies by negoti- Copies of the survel/, "Partner- nation from its use of unhned waste disposal ponds during the
viders tend to engage in shortsight- ating early on to establish long- ship or One-Time Purchase The 1960s Reliance National Insurance Co, Lambert Fenchurch
ed strategies that ultimately dlive term partnerships with providers, Third Annual Washington Business Group PLC and MTS Insurance Services have formed a joint
up prices for the whole market, Mr he said Group on Heatth/Watson Wyatt venture insurance brokerage and managing general agent called
Abbott said Employers may "Both parties need each other," Worldwide Survey on Value in New Century. The brokerage, which will be capitalized at $9 5 mil-
change providers, shift costs to em- Mr Abbott said "There's a press- Health Care," are available from hon, will be based in New York and its specialties will include en-
ployees or reduce health benefits ing need for both parties to be talk- Watson Wyatt, 800-243-1349 The ergy, entertainment, health care and property
Providers, in contrast, tend to raise ing to each other " cost m $100
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For the Record veto, is designed to reduce frivolous securi- formation about whether the company is Bi Insurance Index
ties litigation by narrowing the grounds for insured for the settlements
such suits and giving companies new pro- 1,700

Government seeks tections for their public statements Factor restoration
1,680

One effect of the law has been an in-

COBRA rule reversal creased number of suits filed in state court in claims: Mayor 1,660

since the law was passed State suits are not
1,640

1,620WASHINGTON-Employees covered by bound by all of the new federal law's re- NATCHEZ, Miss -A Mississippi mayor
another employer's health plan at the time strictions is asking insurers to consider the cost of 1,600

they lose their own jobs are entitled to CO- Of the 175 companies sued, 20 also faced restoring the historical features of busi- 1,580 1

BRA coverage from their former employer, parallel state court actions, the SEC said In nesses damaged by tornadoes last month 1.560
the Clmton administration says 1996, 31 companies faced parallel state when adjusting claims 1.540

In a brief filed with the Supreme Court, court suits "We're asking insurance adjusters and 1.520
which is considering a COBRA coverage case, Before 1996, virtually no such actions business owners to consider the historical 1 500

the Justice Department, on the advice of the were filed in state courts, said Michael significance" of the buildings and the addi- 1480
Internal Revenue Service, is talang a position Perino, a lecturer at Stanford University tional costs required to hire artisans and 1 460
on COBRA coverage that lS the opposite of Law School in Palo Alto, Calif find materials to restore those structures, 1440
what the IRS proposed m 1987 A study Mr Perino co-authored last year said Natchez Mayor Butch Brown 1M6 1/23 1/30 2/6 2/13 m0 2/27 3/6

Those regulations said that if an employee showed the law essentially did not change The tornadoes left Natchez with at least
had other group coverage-such as through a the number of suits filed in 1996 (BI, March $30 million in damages, according to Mr Base=100 on Dec 29,1978

spouse-before the employee had a right to 24,1997)
Source Nordby International Inc (nordby com) Boulder, Colo

Brown The storms heavily damaged two
opt for COBRA, the worker's employer did His near-final calculations for 1997 also downtown historic districts that cover

not have to make COBRA available show a marked increase over 1996 The rate about 50 city blocks and raked through res-
In a policy reversal, the government now for 1997, he said, nearly equals the average idential areas The same storm system hit PCS catastrophe options

beheves "that the better interpretation of the level of suits from 1992 through 1995 The parts of Louisiana As of March 6

statute is that a plan is not permitted to cease law "doesn't appear to have affected the Mr Brown said Natchez has a " small Call Pnce Call Price

spread bid/ask spread bid/askmaking COBRA coverage available merely rate of security class-action litigation," he cadre" of artisans and craftsmen who can
National Annual 1998 California Annual 1998

because of other COBRA (or entitlement to said help restore the historical buildings, but 40/60 95/- 40/60 15/23

Medicare benefits) that began before the date "not enough to go around for this kind of 60/80 7 50 5 150C 18/30

of the election for COBRA coverage," the IRS catastrophe " 80/100 50/60

said Monsanto paying Eastern September 1998 Western Annual 1998

The case before the Supreme Court in- for crop yield losses Information in brief 20/40 35/55 40/60 15/25

volves a man, James Geissal, who had health
40/60 31/34 80/100 1 0/1 9

150C 20/30

care coverage from both his own employer ST LOUIS-The Monsanto Co has begun Morgan Stanley, Dean Witter, Discover & Southeastern September 1998 Florida September 1998
and from his spouse's employer Mr Geissal, paying farmers whose cotton crops grown Co. agreed to confidentially settle a lawsuit 40/60 25/33 40/60 14/24

who had cancer, later lost his job and keps from the company's genetically altered brought by two black employees who alleged Northeastern September 1998

coverage through his spouse and also ob- seeds were damaged they suffered retaliation, denial of promo- 100/150 9/14

tained COBRA coverage from his company The payments are going to a group of tion and a hostile work environment after Total volume 100 Total open interest 18,521

(BI, Feb 2) farmers in a small region of the Mississippi they complained about racist jokes sent via
Several months later, his employer termi- Delta who used the seed, called Roundup electronic mail at the firm's predecessor For information on PCS cat options, call the Chicago Board of

nated the COBRA coverage when it found out Ready, that is designed to withstand spray- Morgan Stanley & Co The Supreme Trade at 312-435 3674

Mr Geissal had coverage through his wife's ing with a Monsanto weed killer Monsanto Court asked the U S Department of Justice Source Chicago Board of Trade

employer did not directly sell the seed but licensed last month for its opinion on which Super-
the gene to a seed company fund cost-recouping provision applies in a British Issues

Securities law fails The amounts of the payments are based complex Arizona controversy The case,
Price P/E Div Yield 52-week

on examining the difference in crops from P:nat Creek Group us Newman Mining, cen-
to limit suits: Expert last year with the five prior years, a compa- ters around whether a provision of the origi- Companies pence pence % high-low

ny spokeswoman said She declined to say nal Superfund law allowing parties with no
WASHINGTON-An increase last year in how many farmers were offered payments, legal responsibility for cleaning up to sue Comml Union 1086 203 32531 1170-630

GenIAccident 1330 91 375 36 1540 772
the number of companies sued in federal though she said less than 1 % of the 800,000 companies for allegedly polluting a site also

Gdn Royal Exch 420 63 11 5 28 495 257
court over alleged securities violations sug- acres planted with Roundup Ready seeds is applies to parties legally responsible for Legal & Gen 646 164 116 23 775377

gests that a 1995 law meant to reduce such involved Some of the farmers had entered cleaning up a site or whether a different Royal & Sun 747 183 228 31 800 429

litigation is not succeeding, a law professor Into arbitration with Monsanto over the cost-recouping provision with a different
says nnatter deadline applies The United States has Brokers

In 1997,175 companies faced securities The lower yield may have been the result concluded a market opening agreement with
class-action suits, up 67% from 105 compa- of strange weather conditions or a combi- Taiwan as a prelude to Taiwan's intended Lmbrt Fenchurch 98 71 84 104 138-98

nies in 1996, according to figures released nation of the weather and the Roundup accession to the World Trade Organization Lloyd Thmpson 154 127 108 88 205151

by the Securities and Exchange Commis- Ready seeds, the spokeswoman said "This comprehensive agreement will dra- Sedgwick Grp 154 123 70 45 171-115
Willis Corroon 146 11 8 66 57 165 116

mon In 1995, 158 companies were sued, the "If we believe lt contributed to a yield matically open Taiwan's markets to U S
SEC said loss, then we will talk to them about some agricultural products, services, and industri- Note Pnoes are March 6 dosings, other numbers from March 5

The Private Securities Litigation Reform compensation," she said al goods," U S Trade Representative Char-
Act, passed in 1995 over President Clinton's The spokeswoman declined to provide in- lene Barshefsky said m a statement 15!1 Source Nordby /nternahonal /nc (nordby com) Boulder, Colo

Bi Industry Stock Report MARCH 2, 1998, THROUGH MARCH 6, 1998

Weekly Year to date Year to date Weekly Yearto date Yeartodate Weekly Yeartodate
BROKERS

Yeartodate

Pnce 96 change % change High Low Vol (000) Pnce % change % change High Low Vol (000) Pnce % change % change High Low Vol (000)

Aon Corp NYS 61.25 240 448 61.25 40.25 1318 ESG Ae Limited NOO 26.25 4.94 11.70 2888 20.88 540 RenaissanceRe Holdings Ltd NYS 44 00 1.44 -0.28 50.00 3413 67

E W Blanch Holdings inc NYS 3638 1.22 563 37.13 21.25 119 Enhance Financial Services NYS 62.50 0.70 504 6269 34.75 280 Risk Capital Holdings NDO 23.88 2.14 730 24.00 1600 75

Gallagher Arthur J & Co NYS 42.44 2.72 2323 4300 30.38 302 Everest Reinsurance NYS 37.56 186 -894 43.00 2675 2246 ALI Corp NYS 5275 120 590 53.00 30.50 110

Hilb Rogal & Hamilton NYS 19.00 1.67 162 19.63 13.13 68 Executive Risk Inc NYS 7025 302 063 7575 4325 498 St Paul Companies NYS 8931 0 78 883 89 31 6300 1201

Kaye Group Inc NDO 7 31 -085 10.38 900 4.38 2 EXEL Ltd NYS 70.13 5.95 1C 65 70.13 39.00 794 SCOR NYS 5106 180 6.94 53.50 38.25 14

Marsh & McLennan NYS 8644 429 1593 87.50 56.50 1299 Fremont General Corp NYS 5894 143 7.65 6025 2638 268 SAFECO Corp NDO 52.03 -0.77 6.73 5538 38 50 2073

Poe & Brown NYS 38.00 8.96 27.73 38.50 1700 109 Frontier Insurance Group NYS 25.06 537 9.56 39.25 2000 1217 SCPIE Holdings Inc NYS 2900 1.28 0.22 32.25 19.13 NA

Sedgwick Group PLC NYS 13.13 4.48 660 13.25 938 39 Gainsco Inc NYS 8.06 153 5.15 10.19 7.88 286 Se,bels Bruce Group NDO 7.50 0.00 0.00 8.94 588 79

Willis Corroon Corp NYS 12.19 372 102 13 50 975 299 General RE Corp NYS 21406 050 0 97 221.25 151.50 905 Selective Ins Group NDO 26.94 1.82 -023 28.63 1975 220

BROKERS AVERAGE 2.70 1086 Gryphon Holdings NDO 1556 1.22 7.09 17.75 13 88 111 Tera Nova Insurance Co LId NYS 2850 -022 857 30.00 18.00 287

Harleysville Group NDO 2513 3.08 4.69 27.50 1513 125 TIG Holdings NYS 2694 1.41 1883 36.56 24.56 621

INSURERS/REINSURERS Hartford Slearn Boiler NYS 6400 139 1597 64.25 4400 199 Tokio Marine & Fire NDO 57.50 0.88 -043 66.00 41.25 136

ACE Ltd NYS 32.88 -025 2.20 34.63 19.19 1263 HCC Insurance Holdings NYS 2131 3.96 029 32.69 15.63 943 Torchmark Corp NYS 45.94 1.74 8.89 47.56 26.25 2188

Acceptance Insurance Cos NYS 24.19 -051 0.00 2863 1775 185 ING Groep N V NYS 54.00 153 21 62 54.69 38.88 376 Transallantic Holdings NYS 75.94 041 621 77.38 5338 122

AEGON N V NYS 11725 416 3082 120.19 6388 258 IPC Holdings Ltd NDO 3050 1.21 524 3288 2238 160 Travelers Properly NYS 41.19 0.46 6.39 4606 31.38 1823

Aetna Lile & Casual NYS 83.25 472 1798 11813 6631 3868 Hartford Financial Services NYS 99.94 172 6.81 10088 68.13 2359 Travelers Corp NYS 55.75 0.45 3.48 57.38 30.88 10917

AFLAC Inc NYS 62.50 173 2225 62.63 37.50 575 LaSalle Re Holdings Ltd NYS 3700 882 459 3700 27.25 216 Trenwick Group Inc NDO 35.88 171 4.65 39.63 31 88 61

Allied Group Inc NYS 32.75 397 14.41 35.75 22.44 309 life Re Corp NYS 65.56 3.05 358 67.63 37.38 180 Unico American Corp NDO 1650 26.92 34.69 1650 9.63 511

Ailstate Corp NYS 93.31 007 3.11 9488 58 63 4930 Lincoln National NYS 81.88 -253 4.80 8450 49.00 893 United Fire & Casualty NDO 42.50 230 3.95 47.00 3000 2

AMBAC Indemnity Corp NYS 5513 352 19.84 55.13 3100 794 MAIC Holdings Inc NYS 29.25 0.43 9.20 30.38 1506 108 Unitrin NDO 70.53 2.03 9.14 71.44 4850 176

American Bankers Ins NOO 62.13 1044 35.24 62.38 2438 4230 NYS 17069 190 933 17750 102.50 18 UNUMCorp NYS 51.63 0.36 506 5463 33 63 2780

American Financial Group NYS 41.38 2.32 2.64 4925 3238 619

Market Corp
MBIA Insurance Group NYS 7269 -0.68 8.79 73.81 4544 906 USF&G Corp NYS 24.75 1.28 12.18 2550 15.63 2956

American General NYS 6031 376 11.56 6031 3650 2113 Meadowbrook Insur Group NYS 3000 -083 1511 31.25 21.50 20 Vesta Insurance Co NYS 55.06 3.93 7.26 64.75 32.75 704

American Heritage Lite Ins NYS 21.50 601 19.44 21.50 11.75 80 Mid Ocean Ltd NYS 60.75 492 1198 6675 4413 413 Zenith National Ins NYS 27.19 -046 558 2875 24.50 120

American IndemnityFIn'I NDO 11.63 1205 1622 1550 9.50 10 MMI Cos Inc NYS 23.69 -026 5.72 2788 2075 269 INSURERSREINSURERS AVERAGE 113 6.52

American International NYS 12125 088 11.49 122.19 7513 3118 Mutual Risk Mgmt Ltd NYS 32.50 1.56 8.56 32.50 16.75 293

Argonaut Group NDO 36.00 0.00 6.27 38.13 2675 68 NAC Re Corp NYS 5044 194 333 5381 3538 558 HEALTH MAINTENANCE ORGANIZATIONS
AXA UAP Group NYS 4863 0 52 24.68 49.88 2925 308 Navigators Group NOO 17.75 2.16 5.49 22.50 1575 22 Humana Inc NYS 25.06 1.47 2078 26.13 1844 2868

Baldwin & Lyons Inc NDO 22.25 729 777 28.75 1738 9 Nobel Insurance Ltd NDQ 13.13 4.94 000 1538 1200 25 Oxford Health Plans NDO 1631 509 4.82 89.00 13.75 6059

Berkley W R Corp NDO 45.13 110 285 46.38 31.19 491 NYMagic 1nc NYS 2981 063 8.16 3006 1838 16 Pacificare Health Sys NDQ 66.88 9.63 33.08 85.63 4675 228

Berkshire Hathaway Inc NYS 59000.00 573 28.26 59000.00 30000.00 1 Ohio Casualty Corp NDO 47.00 053 5.32 5100 35.50 233 Saleguard Health Enter NDO 9.13 135 3241 15 00 7.50 57

Capital RE Corporation NYS 64.13 353 332 65.75 38.75 166 Old Republic Int I NYS 43.19 222 1613 4400 24.63 652 Sierra Health Services NYS 37.31 188 10.97 41.63 2375 616

Capitol Transamerica Corp NAS 2025 241 4.99 28.13 19.25 134 Orion Capital Corp NYS 51.13 4.74 10.09 5113 30.88 258 United Heallhcare Corp NYS 64.00 5.46 2881 64.88 42.44 6045

Centris Group Inc NYS 1200 448 7.56 1294 894 395 Partner Re Ud NYS 47.88 1.79 3.23 5025 30.75 360 Wellpoint Health Networks NYS 58.63 0.11 3876 61.13 37.50 1087

Chartwell Re NYS 3025 1.22 10.37 36.25 24.50 134 Penn America Group Inc NDQ 2194 410 701 2300 11.25 155 HMOs AVERAGE 1.31 14.97

Chubb Corp NYS 80.19 0.47 6.03 8081 5113 1409 Pennsylvania Manufacturer s Co NDO 19.13 3.38 14.18 19.13 16.25 110 ALL COMPANIES AVERAGE 1.71 1078

CIGNA Corp NYS 19088 -007 10.73 200 75 136 94 1382 Philadelphia Cons Holding NDO 1950 3.70 9.86 23.25 1400 62

CNA Financial Corp NYS 147.75 265 1566 14775 9638 182 PXRE Corp NYS 3081 4 60 7.16 3525 24.75 35

CNA Surety NYS 1600 1.59 364 1650 1288 144 Reliance Group Holdings NYS 1731 184 22.57 1738 10.13 1026

EMC Insurance Group Inc NDO 13.50 2.86 1.89 1500 10.75 19 Rellastar Financial Corp NYS 46.25 301 1229 4825 2863 916

Top advancing issues Unlco American Corp, American indemnity/Fin'I, American Bankers Ins Leading decliners. Baldwin & Lyons Inc, Oxford Health Plans, Aetna Life & Casualty Most active issue. Travelers Corp The 8/ Index rose 18%, the Dow Jones
30 Industrials gained 0 3%; the S&P 500 increased 0 6% and the NYSE Composite gained 1 0% Average P/E Brokers, 200, Insurers/reinsurers, 47 3, HMOs, 40.4

Source Nordby international inc (nordby com), Boulder, Colo
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WITH OUR POLICYHOLDERS WE ARE ENGAGED IN A GREAT MUTUAL ENTERPRISE.IT IS GREAT BECAUSE IT SEEKS TO PREVENT CRIP'UNG INJURIES AND DEATH BY REMOVING THE CAUSES OF HOME, HIGHWAY AND WORK ACCIDENTS IT
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Liberty Mutual's managed care is as fast as Hector's fast break. After his accident, Hector's
employer called our 24-hour claims service hotline. We found the right doctor to treat him, at

the right price. A rehabilitation nurse coordinated a return-to-work plan. And through our on-site
rehabilitation program, a therapist worked to help Hector properly do his job and avoid reinjury

so today Hector is back on the job (and on the boards) leading a safer, more secure life. g--
> There'j more information we'D like to dbare. So pleade call Jobn Ryan LIBERTY 

MUTUAL®*KW
at (617) 574-5842 or vidit eur webjite at bttp://www.libertyniutual.com tke reedorn o -Ukert'j
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