
Ul

0

LU
Z

Benefits: Confronting the future... page 3

MAY 28,1984

.business
nsurnc
Reporting weekly for corporate risk, employee benefit and financial executives/$1.50 a copy; $52 a year C,incommi.,0*fionitio All ght,iese,edEntire contents copyright 1984 by

update

Former AFIA chief Butler

takes posts at Frank B. Hall
NEW YORK-Paul F. Butler is the

new chairman of Frank B. Hall Over-

seas Inc. and president of Frank B.
Hall Re, replacing William R. Dolan,
who left the company last year.

Mr. Butler is the former president
and chief executive officer of AFIA

Worldwide Insurance, which was

purchased by CIGNA Corp. earlier
this year. He will be based in Hall's
Madison Avenue office in New York.

Continued on neztPage

Asbestos producers mulling agreement
By STEPHEN TARNOFF

Asbestos producers are weighing the bene-
fits of subscribing to a proposed agreement to
end litigation with their insurers against the
possibility that it will reduce their coverage.

Whether they lose or gain under the agree-.
ment depends in large part on how each as-
bestos producer's 'coverage is structured.

There are certain advantages to producers
that sign the agreement, which was an-
nounced May 17 after 19 months of negotia-
tions between asbestos producers and their
insurers, which for several years have been
in litigation over coverage for asbestos in-
juries.

The litigation stems from disagreements
over when coverage is triggered for long-la-
tent asbestos injuries-when the injured was
exposed to the asbestos or when the disease is
manifested.

If they sign, the asbestos producers could
end the expensive litigation with their insur-
ers and achieve a potentially cheaper, faster

'1'm not sure that major
concessions of the

insurance industry are
contained in the agreement,'
says attorney David Steuber.

and more efficient way of disposing of the
thousands of claims filed against most of
them.

But, some asbestos

producers and their
attorneys, primarily
those not involved in

the agreement nego-
tiations but who will

be asked to also sign
it, are concerned

that the coverage
provided under the -
agreement will not be as broad as that al-
ready granted policyholders bysome court
decisions.

Under the agreement, each producer se-
lects a "coverage block," which can consist of
some or all insurance policies issued to it
prior to Jan. 1, 1973.

(After January 1973, insurance for as-
bestos producers largely became unavailable
or was only written with high per-claim de-
ductibles or as retrospectively rated plans.)

Pension bill amendments

propose new liabilities
By JERRY GEISEL

WASHINGTON-A bill passed by the House last week that is
intended to give women a better chance to earn a pension benefit
could also stick employers with unwanted pension obligations.

Amendments added to the Retirement Equity Act of 1984 by the
House Ways and Means Committee in a special closed-door session
just prior to its passage could have a severe effect on pension plan
design, experts say. However, they aren't exactly sure how far the
provisions will extend.

"Basically, the bill is not bad," pointed out Philip Alden, a vp
with Towers, Perrin, Forster & Crosby, a New York-based em-
ployee benefit and management consulting company. "It is what
has happened behind closed doors that is causing problems."

Benefit lobbyists and consultants last week were still trying to
decipher the amendments to the legislation, H.R. 4280. But, they
said the amendments apparently would:

• Prevent a pension plan from eliminating lump-sum benefit
distributions as a benefit option.

• Indefinitely extend "early retirement sweeteners" that em-
ployers temporarily offer to encourage older workers to retire.

• Require companies to offer a survivors' benefit if a pension
plan participant dies after vesting in the plan-regardless of the
participant's age.

That provision would mark a radical change for most employ-
ers, whose pension plans don't offer survivors' benefits unless plan
participants reach the plan's early retirement age, which is usually
55.

And, the provision would cover both a company's former and
current employees. Thus, if an employee left in January 1980 after

Continued on page 84

A&P to receive $275 million

by terminating pension plan
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As each claim comes into the facility, each
producer is assigned a predetermined per-

centage of liability
for the claim, which

becomes the pro-
ducer's share of the

settlement (see re-

lated story, page 79).
Thus, if a particu-

lar producer's share
is 10%, and a claim is
settled for $50,000,

the producer's insur-
ers have to pay $5,000

That $5,000 liability, in turn, is allocated
among all the insurers with policies in force
during the coverage block.

If a company's coverage block covers 25
years and includes 25 different insurers, each
jnsurer will pay 1/25 of $5,000, or $200.

If any particular policy within the cover-
age block is exhausted by payments, the poli-
cyholder still does not have to contribute
anything toward claims payment until all the

coverage in the block is exhausted.
"The other policies within that block

would pick up that year's share of the claim,"
explains John F. Shea, vp and claims counsel
for Aetna Life & Casualty Co., one of the in-
surers that negotiated the settlement.

"The manufacturer doesn't have to use his

own money until he has exhausted his insur-
ance."

An asbestos producer also may include or
later add to its coverage block any post-1973
policies that might include deductibles, self-
insured retentions and retrospective rating.

In that case, the policyholder does have to
pay his share, but it is proportioned also.

For example, if the policyholder is respon-
sible for 1/25th of a claim payment, then he
would contribute 1/25th of the deductible to-

ward it.

Both asbestos producers and insurers say
this "comprehensive coverage" is similar to
the coverage handed down by the District of
Columbia Court of Appeals in Keene Corp.

Continued on page 83

London insurers' tough terms
boost airline deductibles, rates

By STACY SHAPIRO

LONDON-Airlines that were warned earlier this

year to be ready for sizable rate increases when they
renew hull and liability coverages are getting a few
extra thumps from the London market.

Not only are rates going up at least 30% (BI, March
26), but deductibles on partial hull losses are being in-
creased and London underwriters are dictating terms
to buyers without any room for negotiation, a major
airline trade association says.

The combination of this dicta-

torial attitude of the market and

the increased deductibles and

rates is so angering a major air-
lines trade association that it will

offer members a chance to move

their hull and liability coverage
out of the commercial market

and into a Bermuda captive by
next year.

The market changes, con-
firmed by airlines, aviation bro-
kers and underwriters, will

greatly affect U.S. airlines, which 1
primarily renew their insurance
between July 1 and the end of
November.

Delta Air Lines Inc. in Atlanta, . Graphic: Amy Palmer

Northwest Airlines Inc. in Min-

neapolis, Pan American World Airways Inc. in' New
York and Pacific Southwest Airlines Inc. in San Diego
face July renewals.

So far, only PSA has placed any of its insurance.
"Everyone is hopping mad," said Tony Kelly, assis-

tant director of industry monetary affairs for the Inter-
national Air Transport Assn. in Geneva, Switzerland.
IATA represents 126 international airlines, including
the major U.S. airlines.

"Since the start of the year, the average premium

rate increases have ranged between 30% and 190%," Mr.
Kelly explained.

"We have had a series of meetings to discuss the situ-
ation in the past few weeks in Montreal, Washington
and Zurich and airlines have expressed their dissatis-
faction in the wa> in which underwriters have in-
creased deductibles and rates-without consultation.

"Airlines have just been called into London and told
to sit down and take what they have been told," Mr.
Kelly continued. "The underwriters could have han-
dled it differently," he added.

In response, the association has
changed its mind about not insur-
ing hull and liability risks
through its two Bermuda captives
and is reactivating them so air-

i lines can place these risks there
6 by next year.
] Earlier this year, IATA re-
L ported that it might soon reopen

Ra·_ U. · ·,  jit: . 1 two dormant captives-Air
f. .., <,' 11 Transport Insurance Ltd. and Air

 Transport Guarantee Ltd.-to
reinsure a group business inter-
ruption insurance progam it may
offer to members. However, it
said it did not plan to open up the
captive for hull and liability risks
even though the captives were set
up in 1970-71 for that purpose (BI

March 19).

IATA also offers a workers compensation insurance
program and a hull insurance deductible program
through its captives.

"We are dealing basically with a monopoly situa-
tion," Mr. Kelly said of the coverage restrictions im-
posed by the London market.

"London is squeezing the world markets and freezing
out the fringe ones. Rates are only the first step

Continued on page 84



2 / business insurance, May 28, 1984

update A&P to receive $275 million
Amex seeks dismissal of suit by terminating pension planNEW YORK-American Express Co and Fireman's Fund Insur-
ance Cos are seeking dismissal of a class-action stockholder suit that
claims Amex fraudulently reported profits after Fireman's Fund By JERRY GEISEL In addition, employees will receive tax deductions of
swapped loss reserves with another insurer up to $2,000 a year for contributions that exceed 6% of

In asking aUS District Court in New York to dismiss the case, MONTVALE, N J -The Great Atlantic & Pacific salary under tax provisions permitting qualified volun-
the companies contend that the suit does not present a sufficient Tea Co will receive $275 million by terminating its tary employee contribution plans
factual basis for the claim, makes no distinction between the partici- overfunded defined benefit pension plan New and recently hired employees will be vested in
patton of Amex and Fireman's Fund, its property/casualty insur- In exchange, A&P employees will receive a new de- A&P's contributions to the new plan after five years
ance subsidiary, in the alleged fraud, and does not state when and at fined contribution plan, under which workers can re- Employees who have been with A&P for at least five
what prices the plaintiff purchased his stock, nor even how much he ceive tax deductions for some of the funds they contrib- years will be immediately vested in the new plan
allegedly suffered as a result of the transactions ute to the plan Under A&P's soon-to-be-terminated defined benefit

The suit, filed Jan 24 by shareholder Julius Levine, seeks an A&P told the federal Pension Benefit Guaranty plan, an employee who retired at 65 received li/5% of
unspecified amount of damages, plus interest, for individuals who Corp last week that lt W111 terminate its 36-year-old his or her final average pay times years of service, up to
purchased Amex stock between March 3, 1983, and Nov 28, 1983 defined benefit plan on May 31 and set up the new 33th years of service, minus one-half of the Social Secu-
(BI, March 5) The suit claims these shareholders paid too much for defined contribution plan The plan to be terminated rity benefit
their stock because Fireman's Fund loss portfolio transactions covers salaried employees and some hourly workers Final average pay is defined as the average of an

who are not covered by multiemployer pension plans employee's five consecutive highest-paid years of thecreated an "artificially inflated market "
A&P already has purchased annuities from Pruden- 10 years before he or she retired

New Florida exchange president tial Insurance Co of Amenca to pay accrued benefits to Employees were fully vested in the plan after 10
the 27,639 participants covered under the terminated years of service

MIAMI-Arturo Turo, executive vp and chief operating officer of pension plan But even after deducting the cost of the While A&P will reap $275 million from the termina-
the Insurance Exchange of the Americas, will become president of annuities, which were bought in December 1981, the tion-one of the largest reversions of surplus pension
the exchange June 1 plan still has $275 million in surplus assets assets ever-it has taken the grocery giant a long time

Mr Turo, who Joined the exchange late last year, replaces Alan A&P says it intends to use the surplus assets to mod- to recapture the funds
ernize its stores A&P first announced in October 1981 that it intendedTeale, the British insurance executive who was recruited as its first

president Mr Teale's three-year contract, which expires at the end Under the new defined contribution program, A&P to terminate its pension plan to gain control of what It
of this month, was not renewed by the exchange's board each year will contribute an amount equal to 4% of an then estimated to be some $200 million in excess assets

employee's salary to the plan (BI, Nov 2, 1981)"We feel our greatest need IS for an operations man and not a
promotional person," said the new chairman of the board, James Employees may make voluntary contributions of up At that time, A&P-which is more than 50% owned
Cordle, president of Whiting National Insurance Co in Tampa to 16% of regular salary to the new plan A&P will by Tenglemann Group, a West German company-was

Mr Turo lS former employee of American International Group contribute 50 cents for every $1 an employee contrib- reporting significant operating losses In 1981, for ex-
utes Continued on page 82Inc and a former remsurance brokerage executive

The 15 syndicates on the exchange are generating $20 million in
annualized premium volume, Mr Cordie said

Mr Teale is becoming a director of the American & British Insur-
ance Group in Miami, a managing general agent owned by Richard M&M fiduciary funds used in bond trading
Dennis He is also becoming president of British Insurance Manag-
ers Inc, a new subsidiary of American & British which will be By DOUGLAS McLEOD man added In recently released financial statements,
forming syndicates on the exchange M&M raised the possibility that a loss of its licenses

NEW YORK-Marsh & MeLennan Cos Inc says may be one consequence of the bond trading
members of ltS treasury department used client pre- The nation's largest insurance brokerage holdingLloyd's chairman visits U.S. mium funds in the "unauthorized" government bond company recently announced that "certain personnel

CHICAGO-Lloyd's of London Chairman Peter Miller made a trading that produced $165 million in pretax losses for within its treasury department," acting against com-
quick tour of Canada and the United States last week, meeting with the company pany rules, had accumulated the government bond po-
major Lloyd's producers and regulators The apparent violation of New York insurance law sition starting in 1983

Half of Lloyd's $39 billion in annual premiums is related to US- was disclosed in an interim report sent to the state In- The bonds, bought entirely on margin and sold when
based risks and about 70% of its business is conducted in U S dollars, surance Department last week by Willkie, Farr & Gal- M&M senior management discovered their existence,
Mr Miller noted lagher, a New York law firm hired by M&M to help produced aftertax losses of $90 million, most of which

Calling himself a "marine man," Mr Miller said he was in North investigate the trading activity (BI, April 16) were charged to first-quarter results (BI, May 21)
America to learn more about the property/casualty side of the busi- In the report, M&M says fiduciary funds were used to M&M's report indicates that fiduciary funds were
ness Mr Miller became chairman of Lloyd's earlier this year make "certain unauthorized financing payments" on a used to meet margin payments on the bond portfolio

portfolio of intermediate and long-term government The company has said that the unnamed treasury de-
Carnival accident suit settled bonds, which was valued at more than $2 billion before partment staffers involved in the trading "improperly

it was hquidated reported" these payments to conceal the portfollo
DALLAS-The family of two teen-agers involved in a carnival This use of fiduciary funds violated Regulation 29 of M&M also told the Insurance Department that "at no

ride accident at the 1983 Texas State Fair will receive at least $20 the state insurance code, which requires such funds to time were fiduciary obligations not met, nor were fidu-
million if a federal court judge approves a structured settlement be deposited m banks or invested in bank instruments ciary assets used to absorb the $165 million loss "
reached earlier this month with the insurers for the ride's builder like certificates of deposit or money market accounts, The Insurance Department expects M&M to submit
and its owner-operator an Insurance Department spokesman said more information on the bond trading within the next

William Phillips, 19, of Allen, Texas, died in the Oct 17 accident Possible sanctions against M&M could range from a few weeks, and hasn't yet decided whether to send ltS
when one of the gondolas on the fair's Enterprise ride disconnected notice of violation to a fine that could amount to own Investigators to the company, the spokesman said
from its base and fell onto a crowd below (BI, Oct 24) His brother, $100,000 or more, the spokesman said We want to give them as much leeway as possible to
Tim, 23, and another friend were seriously injured The sanctions will probably not Include a suspension conduct their own investigation," he said "They have

Under the agreement, which has a present value of $10 million, or revocation of M&M's brokerage license, the spokes- been very cooperative "
an initial cash payment of $2 5 million will be made to Will-am
Phillips' estate, his parents and Tim Phillips, said the family's Dallas
attorney, Paul Gold Metropolitan's Baldwin planThe settlement guarantees the family $20 million, and they could
receive as much as $31 million if Tim Phillips reaches normal life
erpectancy, Mr Gold said, without releasing details of the payouts

Lexington Insurance Co of Boston, a unit of American Interna-
tional Group Inc, is the primary insurer for Huss Trading Corp of called boon to industry image
America in New York and Heinr Wilhelm Huss & Co (GmbH &
Co ) in West Germany, which built the ride, attorneys say Ameri- By JUDY GREENWALD reorganization

can Home Assurance Co of New York, another AIG unit, is the "I think there's a real need for the industry to main-
primary insurer for Continental Park Attractions Inc of Great NEW YORK-Analysts say the plan offered by Met- tam its image of solidity," says Robert V Brokaw Jr,
Neck, NY, which owned and operated the ride ropolitan Life Insurance Co that would increase the senior analyst with Miller Tabak Hirsch & Co in New

The excess insurer on both risks is First State Insurance Co of return on annuities issued by troubled Baldwin-United York "It's difficult to understate the significance of
Boston and /or ltS affiliates, attorneys say However, they would not Corp will improve the industry's image Met Life's move "

comment on deductibles, limits or how much each of the insurers Observers say the perception of the life insurance in- While regulators, stockbrokers and insurers tried to
would pay dustry by regulators, policyholders and investors was work out the final details of the Metropolitan proposal,

tarnished when losses sustained in connection with in another Baldwin-related development, the manage-
Baldwin's single-premium deferred annuity business ment of MGIC Investment Corp, a Baldwin subsidiary,
helped push the financial services conglomerate into said it would make an offer for the unit, which includesindex property/casualty insurance subsidiaries

In addition, Ford Motor Credit Co would not com-
errors & omissions ment on a report that it had made a $900 million bid for

Around the states 54 Spotlight report 3 MGIC, which Baldwin put on the block last year
Benefit beat 66 Ticker 85 Analysts last week said the Metropolitan proposal,
Classifieds 82 Washington 57 • In a May 14 Letter to the Editor from risk under which stockbrokers and insurers would contrib-
Comings&goings: buyers 78 Vol 18, No 22-Business In- management consultant David Warren, the sen- ute funds to increase the yield paid by Baldwin annui-
Comings&goings: industry 56 surance (ISSN 0007-6864) lS pub- tence "Consider the first (and least accurate) ties, would be a boon to the industry
Datebook 68 lished weekly at 740 Rush St , component insurance premiums" should have "I think Metropolitan Life is doing a definite service
Info 36 Chicago, Ill 60611 Second-class read "Consider the first (and least inaccurate) to the industry," says David Seifer, a vp at First Boston
Insurance services guide 84 postage is paid at Chicago, Ill, and component " Corp
Legal briefs 50 at additional mailing offices Post- "I think that it can't help but improve the image of
Letters 8 master Send address changes to • Rouse Co in Columbia, Md, which manages the companies, at least with respect to the regulators,"
London line 69 Business Insurance, circulation or owns 60 shopping centers throughout the na- adds Norman L Rosenthal, a vp at Morgan Stanley &
Markets 55 department, 740 Rush St, Chi- tion, including the Gallery in downtown Phila- CO

Opinions 8 cago, Ill , 60611, 312-649-5221 delphia, has a $5,000 deductible On its all-risk Mr Rosenthal describes the plan as a "play for the
Perspectives 47 Copyright 1984 by Crain Commu- property policy with Arkwright-Boston Insur- regulators It is helping get a monkey off their back "
Products & services 64 nications Inc ance Co, not a $500,000 deductible as reported The feasibility of the Metropolitan plan should be de-

May 14 termined by June 1, says William Poortvliet, Metropol-
Continued on page 83
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Alternative medicine
Naprapath, homeopath, nutripath, naturopath.
If those terms are unfamiliar to you, it's not surprising. They are

the names of just a few of the scores of different alternative heal-
ers that are offering consumers a variety of options to traditional
medical care.

Some rely on manipulating or adjusting parts of the body.
Others rely on herbs, meditation or prayer.
Most, however, base their methods on treating the whole per·-

son: mind, body and soul.
However, traditional doctors and insurers describe many of
these alternative healers as "off-the-wall," scientifically un-

proven and dangerous. They have given them labels
such as "fringe" practitioners, unortho-

Practitioners

say coverage
on the way   ...

By CAROL CAIN ..:

Alternative health care practition- A ..

ers say the day will come when their
services are routinely covered under ,23&.
employers' group health insurance medi-
cal plans.

Some of these services already are
covered, but insurers and employers .:..:.

f \

say that day of automatic reimburse- ...t
ment for them is still far off (see re-
lated story). ..i:

Homeopaths, naprapaths, acupunc-
turists and other alternative healers & ,
(see glossary, next page) say their way o :/
is safer and cheaper than those of tra-
ditional, licensed medical doctors.

But, because few alternative practitioners are licensed and they lack ..
scientific proof of their procedures, valid statistics and political savvy, ../
acceptance of their forms of treatment has been slow.

That is changing, however, as more and more consumers find they can
be treated successfully outside the realm of traditional medicine, say ..
alternative practitioners.

And it will be at the insistence of consumers that legislation is intro-
duced at the state level to prohibit group health plans from excluding
coverage for alternative healers, they predict.

Litigation over the unconstitutionality of excluding coverage for such
treatment also is inevitable, they add.

Why the move back to the more natural, simpler and ancient ways of :.%
healing? ..

"People are frightened of antibiotics and their side effects, and babies born '
without arms and legs. The movement is growing," said Sumter Brawley,
executive director of the National Center for Homoeopathy and the Ameri- .C %

can Institute for Homeopathy, both in Washington D.C.
Homeopathy relies on the use of a remedy prepared a special way using 4

substances found in nature to stimulate a person's "vital force," which in ..
turn will help the body heal itself.

"People are discontent with American, Western medicine," said Harvard-
trained physician Dr. Andrew Weil, who now practices, lectures and does
research in alternative medicine in Tucson, Ariz.

He believes that as more people realize that today's traditional doctoring is too
Continued on next page
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High-tech benefit communication programs
Some benefit managers are now relying on electronics to help communicate
programs to employees. At SFN Cos. in Glenview, 111., workers can call a
special hot line to hear recorded messages that explain the company's
benefits. And, Miami-based Ryder System Inc. communicated the details of
its new 401(k) savings plan to company officials in 14 cities via a three-hour
teleconference. See stories, pages 20 and 23.

Palme & r Sch

dox healers and even witch doctors.

Often group health insurance plans will not reimburse employ-
ees for their use of such practitioners. But as more health-conscious
Americans take charge of their lives and health, they will con-
vince insurers to pay up for the doctor of their choice, these healers
predict.

Insurers and benefit consultants, on the other hand, don't see the
same future. Cost containment still holds a priority position in
health care planning, and that means covering fewer practitioners,
rather than more.

Will insurance coverage for treatment administered by al-
ternative doctors be a benefit of the future? It all de-

pends on whom you ask.

Most insurers

favor traditional

health options
By CAROL CAIN

Employers and group health insur-
ers, struggling to put a lid on rising

health care costs and overutilization, are
generally turning their backs on alterna-
tive health care practitioners.

Most large group health underwriters
say employers are more concerned
with cost containment than expand-
ing their coverage to include alterna-
tives to traditional medicine. Also,

they add, these alternatives are not
proven cost-containment devices.

"As far as we're concerned, we
want to hold the line and cover as few

N
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practitioners as possible," explains John Vallance, senior claims con-
sultant with Prudential Insurance Co. of America in Newark, N.J.

"Like a lot of the major carriers, we're into cost containment. We're not
finding any policyholders asking for (additional practitioners). They're

silent on (these practitioners) but screaming about the cost of current
programs," Mr. Vallance says.

Aetna Life Insurance Co. in Hartford, Conn., maintains a similar posi-
tion.

"Our general approach is that we're not going to cover anything we
. . don't have to cover," says Katharine Worthington, manager of claims,

. policy and programs in Aetna's employee benefit division.

.. Consultants agree that employers are not seeking expanded coverage.
"...We're not seeing a trend of employers saying 'Let's go out and pick

'0 them (alternative practitioners) up,' because most employers are looking at
. 0' cost-containment measures," says Edward Susank, a principal with benefit

consultant William M. Mercer-Meidinger Inc. in Los Angeles.
He notes that employers are reporting large claims in some areas of treat-

ment-like psychiatry-and are looking for ways to control those costs,
rather than add new ones.

"We're not convinced that fringe practitioners really can do what they're
telling you they can. They are unregulated and uncontrolled," Mr. Susank

adds.

"People, for the most part, are not spending a lot of time planning or thinking
about alternative practitioners. Flexible benefits and legislation-that's

Continued on page 10

Solving family problems at the workplace
Some employers are helping their workers become better employees and
better parents through "work-and-family" seminars, which instruct
employees, especially single parents and two-paycheck families, on how to
cope with problems that arise at home. Other companies are helping workers
find quality day care for their children through "resource-and-referral"
programs. See stories, pages 26 and 34.
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Acupressure. A finger-pressure tech-
nique that breaks through energy blocks by
releasing muscle tension. It Jses the same
system of points and meridians-the invisi-
ble channels in which life energy flows-as
acupuncture. Seldom cove:ed by group
health insurance.

Acupuncture. A Chinese healing system
that works on a person's meridians. It at-
tempts to balance this energy through stim-
ulation or dispersement by the insertion of
needles into specific points or the surface of
the person's skin, by applicat.cn of heal, by
pressure, by massage or by a ecmbinat: on of
these. Seldom covered by grDup heal-t in-
surance.

Chiropractic, A method of treatment
based on the theory that diseEse is caused by
interference wth nerve functions. C hiro-
practors manipulaze body jo nts, especially
those of the spine, in an attempt to restore
normal nerve function. Almost always COV-
ered by group health insuranie.

Christian Science. A religious belief that
relies on Christian prayer, raler than med-

Glossary of alternative health terms
ical treatment, for healing. Almost always
covered by grot.p health insurance

Homeopathy. A medi221 sys:em based on
the works of Samuel Hahnemann. an 18th-
century German phys: cian and medical
translator. Homeopathy uses small doses of
medicines, called renedies, wh'.ch are pre-
pared from substances Ecund in nature to
strengthen a person's "v:tal fore," which in
turn will help -he bcdy heal i:self-a basic
homeopathic Erinciple. Today, almost all
homeopathic physicians also have degrees
from traditional medical schools and in
most cases their services are covered by
group health insurance.

Hypnotherapy. A teinique using hyp-
nosis to assist a person in solving a problem,
including health an i health-related prob-
lems, like smoking End obesity. Sometimes
covered by group health i isurance

Naprapathy. A system of manually ap-
plied movements, both passive and active,
designed to bring motion with consequent
release of tension into abnormally tense and
rigid ligaments, muscles and articulations. It
is based on the belief that al body processes
are aimed at survival and that these pro-
eesses are responsible for the hea.ing of
human organisms. Seldom covered by
group health insurance.

Naturopathy. A systerr of healing-:
philosophy, science, art and practice-tha:
seeks to promote health through edication
and the rational use of nat.iral agents and
processes. Naturipathics include in their
treatments hydrotherapy, botanica. medi-
cines, homeopathy, nutri:ional therapy,
medical electricky, psychology and mani-
pultive therapies. A'bout 20 states recognize
naturopaths as physicians fir insur: nce re-

IN BUSINESS,THERE'S MORE THAN ONE RISK.
THAT'S WHYYOUNEED

A MORE-THAN MPANYAGENT

Today's businesses face a# kinds of risks. From
computer /osses to pollution liability From prod-
uct reca# to product /iabi/ity. From business inter-
ruption losses to terrorism. And newnsks are
emerging every day. That's why so many busi-
nesses seek the advice of an independent
/nsurance Agent to he/p them anticipate and
manage those risks.

Why an independent Agent¢ First /ndepen-
dentAgents representmanycompanies-not
just one. So they can find the precise coverage
you need at the best price. And they can e/im-
inate over/aps and gaps in your protection.

/

Seccnd, independent Agents are profes- You'll find an independent insurance Agent
siona/s fami/iar w th in-depth risk management wherever you seethis symbo/.
techniques. Sc theycan recommend creative
programs tha- utdize traditional insurance, self-
insurance, co-inscrance, captives or a combi-
nation that bestsjits your soecia/ requirements.

Third, beciuse Indeferdent Agents repre- i YouRi independent 1
sent you-notsome company-theycan help \ Insurance 1 AGENT 
you reach a fast foir settlement.  SERVES VOL FIRST 

No wonder more andmore businesses-
/arge and small-rely on independent Agents
to protect them against today's risks. And THE MORE-THAN-ONE-COMPANY
tomorrow's.

INSURANCE AGENT.

imbursement

Nutripathy. Based on the concept that
when the tody has what it needs materially,
emotionally, mentally and spiritually, it
functions perfectly. Nutripaths do not diag-
nose and are not concerned with disease.
Instead, they are concerned about health
and try to pull together all the basic funda-
mentals of several natural healing theories.
Nutripaths are trained in a four-year col-
lege program concluding with an intern-
ship. Seldom covered by group health insur-
anze.

Shaman/medicine man. A Native
American healer who utilizes songs, prayer,
ritual and natural elements (like herbs and
minerals) for treatment. Medicine men can
be men or women and in some tribes are
called "singers." They often work in con-
junction with doctors and are usually wel-
comed at government-operated hospitals on
cr near Indian reservations. Seldom cov-
€red by group health insurance although
some unions have won such coverage for
American Indian members.

Coverage urged
Continued from page 3
expensive, too invasive and too
dangerous, they will revert to the
old and natural ways used by ho-
meopaths, acupuncturists, nutri-
tionists and faith healers.

"For the first time, they're talk-
ing about preventative techniques
and alternative techniques that are
cheaper and safer," said Dr. Weil,
author of the book "Health and
Healing: Understanding Conven-
tional and Alternative Medicine."

Instead of treating just the body,
or just a symptom, alternative doc-
tors pay close attention to the
whole person-mind, soul and
body. Consequently, they are often
referred to as wholistic (or holistic)
doctors.

An initial visit to one Of these
practitioners usually takes more
than an hour, as the doctor and pa-
tient discuss all the things happen-
ing in the patient's life, and often
things that happened in the past.

Such a visit can cost from $50 to
$125. Follow-up visits or treatments
-as many as 10 or 12-usually cost
between $15 and $25 each. But al-
ternative medicine advocates point
out that $250 for this type of treat-
ment is usually less expensive than
even one day in the hospital.

Instead of drugs, X-rays and sur-
gery, alternative doctors use herbs,
body readjustment, meditation and
botanical remedies to help a body
heal itself. And nutrition, in almost
all cases, plays an important role.

"All disease begins in the stom-
ach," according to ancient Oriental
medical literature, but the role of
nutrition in health is one key area
of debate when it comes to insur-
ance coverage.

"We don't feel that nutrition and
diet is a response to illness and in-
jury," said Beth Cook, a product
consultant in Hartford, Conn., for
Connecticut General Life Insur-
ance Co., a subsidiary of CIGNA
Corp.

But Dr. Weil cites recent dietary
guidelines issued by the American
Cancer Assn. and the American
Heart Assn. When he was in medi-
cal school in the late 19605, popular
and medical literature said that diet
did not play any role in cancer.
"But just recently, it says the re-
verse," he said.

"I don't think nutrition is every-
thing in health, but it is important,"
he said.

"Regular medical education is
really deficient in nutrition. Very
few M.D.s will think about that or
make referrals (to nutritional coun-
selors)," Dr. Weil said.

"I recently referred a number of
patients to a macrobiotic center in
Tucson. It seems to me that's rea-
sonable and should be covered by
insurance, but it wasn't," he said.

Macrobiotic counselors, who are
cropping up throughout the coun-
try, are wholistic practitioners who

Continued on page 6
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Coverage urged
Continued from page 4
emphasize a grain-based diet to
fight illness or achieve wellness.

Some insurers do cover fees from
nutritionists when their services

are part of a medical treatment.
Union Mutual Life Insurance Co.

in Portland, Maine, for example,
covers nutritionists' fees if they are
part of a medical treatment, but not
if the services are on an educa-
tional or consultation basis, said
Kevin McCarthy, a vp in the group
life medical product section.

But most insurers, like Connecti-
cut General, deny coverage for al-
ternative care based on nutrition.

"Wholistic doctors use all natural
items to treat someone... .But

there's really no provisions to guar-
antee that someone who is practic-
ing has an education. There are no
minimum licensing requirements.
There is no way to accurately as-
sure what kind of treatment is

given," CG's Ms. Cook said.
But alternative practitioners

aren't concerned about proving
their methods. They believe their
ways and traditional medicine are
both valid.

"There's a lot of different ways to
get the job done, not just those
known in mainstream medicine,"
said Gary Martin, an executive
trustee for the American College of
Nutripathy in Scottsdale, Ariz. He
said nutripathy, which is about 8
years old, draws on the fundamen-
tals from every natural theory.

"A lot of what nutripaths do is
subjective. . . .Sometimes we work
on a higher level; we work with the
power of thought. . . .There is a big
gap between traditional and natu-
ral medicine, but both are valid. If I
fall off my motorcycle, I wan: my
M.D. there to set my bones," he
said.

The college, which has graduated
more than 500 students, including
some M.D.s, teaches things like hair

and urine analysis, iridology, re-
flexology, massage, acupressure,
herbalogy and nutritional and indi-
vidual counseling.

Hypnotherapists are another
class of non-licensed practitioners.
They use hypnosis for problem-
solving and motivation.

"This doesn't follow the tradi-
tional medical model because the

person is not 'sick' by those stan-
dards," said Gil Boyne, director of
the American Council of Hypnotist
Examiners, which has certified
more than 5,400 hypnotherapists
after 200 hours of training.

Hypnotherapists also help people
quit smoking or lose weight, and
often, if these services are pre-
scribed by a medical doctor, they
are reimbursed.

Other alternative healers use sys-
tems that have been used for cen-

turies, though there is little or no
scientific basis for their methods.

For example, acupuncture works
on a person's invisible channels of

life energy. And homeopathy
works on strengthening a person's
vital force with remedies made
from natural sources.

The improving of invisible chan-
nels and vital forces is hard to doc-

ument scientifically, practitioners
admit, out they cite as proof the
thousands of people who have been
helped by these treatments.

Some alternative doctors rely
heavily on prayer for healing.

"A Christian Science practi-
tioner's help consists solely of
Christian prayer. They approach
healing through spiritual means
alone from the standpoint of men-
tal and spiritual factors, rather than
as a strictly physical phenomenon,"
said a spokeswoman from the
Church of Christ, Scientist, head-
quartered in Boston.

Insurers usually reimburse for
payments to practitioners listed in
the Christian Science Journal, in
place of doctors' fees, she said.

"In order to be listed in the

ED RAMSEY IS DYNAMITE --WITH A SHORT FUSE.
Ed keeps the plant running like a well-oiled watch. He knows the thing about - because a highly effective and easily affordable
status of every job at each stage of its progress. He's on top of solution is available. As an employer, you mayspecify that special
things one hundred percent ofthe time. His company would hate coverage to provide private psychiatric hospitalization for em-
to lose him. ployees suffering from mental illness be included in your com-

Lately, though, things haven't been going quite as well as they pany's health insurance policy.

might with Ed. He's under constant stress from the time the plant This insurance for mental illness treatment is designed to provideopens until closing. It's beginning to show. Ed is becoming impa- the intensive care that Ed and people like him require, and to get
tient. Hard to get along with. There have been flare-ups and them back on the job - doing the same great job as ever - in
confrontations. He's showing symptoms of mental illness.

short order. No extensive convalescence. No expensive surprises.
To replace Ed, reassign his responsibilities, locate and train a new
man to do his job would be very costly. But because his condition Think about it. Could your company afford to lose one ormore
is becoming steadily worse, he may soon reach the point at which key employees permanently because of mental illness? Consider

the cost of replacing those people. You'll find you can'the'll begin to cost the company money in other ways. By
afford to be without insurance for mental illness treat-causing slowdowns or stoppages on the production line.   -

for instance - or by forcing people he works with to 4-00,.-4. ment.

resign. As things stand, whether Ed goes or stays, he '2/ 42 1-1 Foracopy ofourfreebrochure, write Tbe National Asso

presents a real problem. \31)97nj,31 ciation of Private Psycbiatric Hospitals, P.O. Box 50726,
1,4/5/ 1319 F Street, N.W., Washington, D.C. 20004, or call

Fortunately, it's a problem that employers can do some- \25"!£13/ ( 202) 393-6700

Journal, a practitioner must, in ad-

itual qualifications, have offered
evidence of his or her proven effec-
tiveness in Christian healing and
be devoting full-time to this heal-
ing ministry," she said.

ers are not monitored like the

want to be licensed.

"Our position is that in the ortho-
dox, traditional mainstream, you

disease care. We're not the least bit
concerned about disease; we're con-
cerned about health.

"We do not diagnose, we do not
treat. Why should you be licensed
to teach people sound practices of
living?" asked Mr. Martin.

But there are several ways to
monitor alternative practitioners
other than by licensing, said Lorie
B. Andrews, a staff attorney with
the American Bar Foundation in
Chicago and author of the book
"Deregulating Doctoring: Do Medi-
cal Licensing Laws Meet Today's
Health Care Needs?"

Registration is one approach that
can be used for practitioners of treat-
ments that are not hazardous, she said.

Ms. Andrews' book was pub-
lished by the People's Medical So-
ciety, which was formed early last
year by Prevention magazine, a
monthly, non-traditional health
magazine published by Rodale
Press Inc., Emmaus, Pa.

"We were formed because doc-

tors are organized, nurses are
organized, and consumers should
be organized," said Charles In-
lander, executive director of PMS,
which has 50,000 members and
signs up about 1,000 more weekly.

Many states mandate that li-
censed practitioners be covered
under group health plans, but PMS
believes these laws give licenses
that create monopolies, protecting
the industry, not the consumer.

"People are writing to us sug-
gesting that we start an insurance
company to cover preventative
measures, and when sick, the alter-
native, non-invasive procedures,"
Mr. Inlander said.

However, Mr. Inlander said PMS
does not intend to enter the health
insurance market. Instead, it will
urge its members to talk to insurers
about covering alternative services.

Mr. Inlander believes some of its
members or other consumers will
file lawsuits seeking to force insur-
ers to cover alternative healers.

And the homeopaths' Mr. Braw-
ley believes the future thrust may
lie in legislation. "I would hope that
the groundswell movement going
on in this country will get through
to the legislature," he said.

That pattern of consumer inter-
est-with lobbying by the practi-
tioners-helped prompt legislation
in almost all states mandating
group health coverage for chiro-
practic services in the 1970s.

It was a long fight, however, said
Dr. Thomas Speer, director of pro-
fessional relations for the Ameri-

can Chiropractic Assn. in Washing-
ton D.C. More than 27,000 chiro-
practors practice in the United
States.

"We have a lot of doctors that

have staff privileges at hospitals. In
the past, we couldn't get close to
them. And we also have M.D.s

who are trained in chiropractic,"
Dr. Speer said, noting that surveys
during the past year show that 9
million new patients received ser-
vices from a chiropractor.

Chiropractors have been credited
by many wholistic doctors with fu-
eling the movement toward alter-
native medicine and reimburse-
ment by insurers.

And as more consumers become

aware of these healers and treat-
ments and they get media recogni-
tion-and if the fees continue to be
lower than traditional medicine-

insurers and employers will have
to listen, alternative practitioners
said. .
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opinions

Tell your employees, 6We care'
N AN EFFORT TO control costs, one employer we
1know adopted a new policy: All personal calls from
the employers' downtown Chicago office to the suburbs
would be charged to the caller's personal account.

An uproar erupted, primarily from one group of em-
ployees: Working parents-mostly female secretaries-
who were calling home every day to check on their
children and to report when they would be working
later than usual.

More disturbing than the money at issue was the
message management had sent: "Your personal con-
cerns aren't important. There is no room, or money,
here for them."

The managers didn't really mean to communicate
that message and, when they realized that they had,
they rescinded the policy.

Like too many others, these managers were oblivous
to the concerns of working parents and the difficulties
they face in juggling the demands made on them by
their jobs and their children. They, all men, had raised
their families differently. Their wives worked at home,
providing the round-the-clock nurturing, services and
support the family needed.

Even among male managers whose wives worked, in
their day a parent was defensive about choosing a life-
style outside the accepted norm, and so they were care-
ful not to mention their self-inflicted problems.

Managers who have never coped with a two-career
family-or coped with it when it was not the norm-
seldom have much sympathy for today's two-career
households or single parents. They neglect or refuse to
recognize the fundamental changes that have occurred
in our society and economy that make working outside
the home more psychologically attactive to mothers, as
well as often financially necessary. And, they ignore
the fact that more couples divorce today, leaving many
more children cared for by one parent.

Some managements, thankfully, are more enlight-
ened and have recognized working parents' problems.
They are sympathetic and are trying to help employees
solve their problems, as Editorial Assistant Diane Kas-
tiel reports this week (see pages 26-30). These employ-
ers are sponsoring seminars in company conference
rooms to give their working-parent employees the ben-
efit of some expert advice on how to solve their prob-
lems and cope with the stress.

The seminars aren't expensive. New York-based
publisher Time Inc. spent just $5,000 on a series of sem-
inars it sponsored in the fall and spring, attended by
400 employees. Others have spent far less money.

More employers should make an effort to determine
if their employees have problems juggling their work-
ing and parental lives. Many managers may think their
employees do not have these problems because, even
today, most parents avoid mentioning at work any dif-
ficulties juggling the demands on their lives for fear of

letters
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sounding unprofessional.
We think many employers would be surprised to

find that their employees could benefit from programs
that help workers cope with these difficulties. While
experience shows that more women than men feel the
stress of juggling two careers, men are beginning to
share the responsibilities-and pressures-of raising
children. So, even a predominantly male workforce
could benefit from these programs.

We recommend that any seminars or counseling be
offered on company time since, as one employer said,
working parents are concerned with getting home to
their children. Offering employees an opportunity for
help with working-parent problems after working
hours creates another time conflict-exactly what a
working parent doesn't need.

An extensive list of sources of help to employers in-
terested in pursuing assistance for their working-par-
ent employees is provided in our report. Although we
cannot endorse any of the services, we have included
suggestions on how to evaluate them.

In addition to seminars that offer practical solutions
to everyday work-and-family problems, referral ser-
vices to help employees find day care for their children
are another practical way that employers can help em-
ployees who are also parents (see story, page 34).

An employer who pursues these programs to help
employees solve their child-care problems and ease pa-
rental stress will receive many benefits as well. If em-
ployees are less distracted by their personal problems,
they will be more productive. If employees can struc-
ture a satisfactory balance between the demands of
their jobs and their families, they will be less likely to
find they must give up their employment, reducing
employee turnover. And, programs that say to an em-
ployee, "As your employer, we care," are certain to
build worker loyalty.

Work comp offsets not widespread in California
To the editor: The article on Social Se-

curity offsets for workers compensation
benefits (BI, April 30) implies that Cali-
fornia is one state where the primary
benefit is Social Security, with workers
compensation paying an offset. That is
true only for cases of payments under a

Playing-and losing
To the editor: Your special issue on fi-

nancial guarantees (BI, May 14) was well-
written, comprehensive and most timely,
but a misprint in the article regarding re-
sidual value insurance makes it appear
that either Business Insurance or Resid-
ual Based Finance Corp. does not know
basic multiplication.

The transaction I described involved
450 leased railroad cars insured to a value

subsequent injuries claim, which the next
paragraph of your story emphasizes.

But, I think you mislead when includ-
ing California in the group of states that
has Social Security being the primary
source. An extremely small percent of
cases in California ever qualify for this

the numbers game
of $12,500 each-not $2,500 as printed-
for a total insured value of $5,625,000.

You will intuitively determine that
$2,500 multiplied by 450 does not equal
the total you correctly noted in the arti-
cle

Vincent A. Kolber

President

Residual Based Finance Corp.
Chicago

category of offset and then the only sav-
ings is for the subsequent injuries fund.

Nowhere in the California labor code

does it grant authority for offsets in regu-
lar permanent partial or permanent total
disability payments.

Greg Vach
Regional Director

Workers Compensation Department
Ralston Purina Co.

San Diego

Business Insurance welcomes letters from
its readers. Please keep your comments as
brief as possible. We reserve the right to
edit letters for clarity or space. We will not
publish unsigned letters. Send your com-
ments to Letters to the Editor, Business
Insurance, 740 N. Rush St., Chicago, m.
60611.
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If you're considering self-insurance for your And, we do it better with RISX-FACS™, an on-

organization, you're talking risk You owe it to line computerized reporting system that pro-
your bottom line to talk to the people who know vides both ordinary and extra-ordinary
what managing risk is all about. Arthur J. information to you. You'll have everything you
Gallagher & Co., international brokers of need to know to manage your program. And
insurance and risk management services. you'll have it when you want it, in the form you
Nobody does it better. want it.

We do it better because we've put 20 years When it comes to managing risk, ask some-
into building the most comprehensive risk one who knows what it's all about. Arthur J.

management service in the industry. Gallagher & Co.

We do it better by working directly with you Write or call us today. Find out for yourself

through Gallagher Bassett, our service why nobody does it better.
organization. Gallagher Bassett can function
either as an extension of your in-house
insurance department or as your full-service
claims administration organization.

We do it better because we are seasoned

professionals in loss control and claims .®

management service. And by aggressively pur-
suing subrogation, posting property and
casualty loss recoveries that far exceed the

Go for it.

industry average. You're with Gallagher.

Arthur J. Gallagher & Co. • 10 Gould Center, Golf Road • Rolling Meadows, IL 60008 • 312/640-8500
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Insurers are wary of alternative medicine
Continued from page 3
taking everyone's time," says an-
other consultant who asked not to

be named.

"Unless you can make a good
case for cost savings it's hard to add
these onto a plan in a cost-contain-
ment era," says Jan Peter Ozga,
director of the coalition clearing-
house for the U.S. Chamber of

Commerce in Washington.
"Normally, employers won't ask

to have claims paid from these
types of practitioners, unless there

is a clear indication that it's a

cheaper route," says Fred Hunt, ex-
ecutive director of the Society of
Professional Benefit Administra-

tors in Washington.
Employers usually take the ad-

vice of their plan administrator. in-
surer or consultant, who says,
"Let's just offer the good old basic,"
Mr. Hunt says.

Even employers that self-insure
their health care plans tend to go
by rules from their old insurers,
says Susan Hayes, an associate in

the group benefits division of con-
sultant Towers, Perrin, Forster &

Crosby in Chicago.
In most cases, insurers say they

will pay for charges from a "li-
censed" physician or a health care
practitioner that state law man-
dates is to be covered.

"The law sets the minimum stan-

dards in most states," says Mercer-
Meidinger's Mr. Susank.

But state laws are often contra-

dictory.
For instance, in California, if a

practitioner is licensed, insurers are
required to cover their fees. And,
licensed practitioners in California
include chiropractors, marriage
counselors and podiatrists, Mr. Su-
sank explains.

But, in other states, there are no

licensing requirements for marriage
counselors, although psychologists
are licensed and sometimes perform
marriage counseling services.

Thus, there's a lot of gray areas
and this can be a nightmare for in-
surers.

Intiducig abetter MFtoput
the lidonyour health claim costs.

It's CAPS. The Claims

Administration and Payment
System from ASA. CAPS helps
you cut the cost of processing
daims. Eliminate oven)ayments
and errors. Spot areas of over-
utilization. And take corrective

measures to keep health benefit
costs under control.

For years, major insurance
carriers have been using CAPS
software to process over 100
million claims annually.

Now CAPS has been

adapted to the special needs of
smaller insurers, TPAs and self-
insured organizations.

Available as a software

package or remote processing
service, CAPS gives you flexi-
bility and features that other
software and mini-based systems

just can't match. Especially in
the area of cost containment

reporting.
CAPS reports were designed

with the aid of cost control experts
to help you pinpoint areas of
overutilization and inappropriate
use of medical services. You'll

not only be able to spot problem
areas but also test various cost

containment strategies and gauge
their effectiveness over time.

And since CAPS is a product
of ASA, the largest computer
company devoted solely to health
claims processing, it's always
kept current with new legislation
and innovations in benefit

packages.
So if you're looking for a

way to put the lid on health claims
costs, look into CAPS.

For more information or a

demonstration, send in the cou-
pon below. Or call Walt Matos,
312/893-9055.

Send me all the facts
on CAPS.

 Send to:
ASA, Attn: Walt Matos
Box 385

Bloomingdale, IL 60108

 Name
Title

| Address

Area Code/Phone

| ADVANCED SYSTEM APPLICATIONS, INC.

For example, 38 states require
that psychologists' charges be cov-
ered, according to Aetna's Ms.
Worthington. That means they
may bill separately for their ser-
vices-without a licensed physi-
cian's referral-and still be eligible
for coverage.

"In other states, they may be cov-
ered if they work for a hospital or
doctor and the bill comes through
from that doctor or hospital," Ms.
Worthington said.

But, because most states mandate

coverage for psychologists, Aetna is
close to the point where its con-
tracts would cover this practitioner
in all states, no matter what the law

demands, she says.
Aetna, however, only covers

other practitioners in those states
where coverage is required. For in-
stance, New Hampshire requires
pastoral counseling to be covered,
while physical therapists must be
covered under the law in Califor-

nia, New York and Pennsylvania,
Ms. Worthington says.

But even if certain practitioners
are not covered directly, their
charges often may be reimbursable
if a patient is referred to them by a
licensed physician, she says.

Connecticut General Life Insur-

ance Co., a subsidiary of CIGNA
Corp. in Hartford, Conn., is even
more specific about which practi-
tioners it covers.

For instance, it will cover acu-

puncture, but only if performed by
a licensed physician or licensed
acupuncturist to treat certain diag-
noses, including arthritis, bursitis,
migraines, inflammation of the
joints, cervical back syndrome and
rheumatism, says Beth Cook, prod-
uct consultant for Connecticut

General.

The insurer also will pay for
hypnosis as a substitute for anes-
thesia, but only when performed
by a licensed physician or dental
surgeon, she says.

"All of our coverage is based on
drugs approved by the FDA and
any treatment recognized as ac-
ceptable by the medical commu-
nity. It can't be considered experi-
mental," Ms. Cook says.

Therefore, alternative doctors,
like Chinese herbalists and Native

American medicine men are not

covered.

"But we can be more liberal if

the policyholder wants," she notes.
"There have been requests for
Chrisian Scientists, acupuncturists
and midwives, but there have been
no requests for any other type of
practitioners."

Besides following state laws and
consumer demand, some insurers
also base their coverage decision on
their in-house medical staffs and

consultants who track medical

journals and research. They also
seek advice from medical societies.

"But in general, the health insur-
ance industry reimburses for
health care services that are pro-
vided by an appropriate individual
in an appropriate setting. . .a medi-
cally justifiable service," says Dan-
iel R. Thomas, assistant director in

the consumer and professional re-
lations division of the Health Insur-

ance Assn of America in Chicago.
"And the traditional medical

model is the acceptable model-
when a service is provided by an
M.D. or in a hospital, then it's paid
for," Mr. Thomas explains.

"We have taken the position that
if it's qualified care and controls
cost for the employer, then we'll
respond to the demand," says
Kevin McCarthy, second vp in the
group life medical product section
of Union Mutual Life Insurance Co.

in Portland, Maine.

"We're always going through this
evaluation of balancing quality
care with employers' needs and

Continued on page 12
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Nowyou can reduce
yourworkers'
compensatton

payments in 48 hours
orless.

TM

Wlth accuMed.
accuMed analyzes workers' compensa-
tion medical provider charges and
ensures that what you pay is consistent
with the state schedules.

And because we're as local as you are,
we can reduce those excessive charges
in 48 hours or less.

The accuMed difference:

local service.
As a local service operating within
selected fee schedu/ed states, accuMed
gives you advantages that our compe-
tition can't provide.

We can answer your questions imme-
dia:ely Our medical specialists are avail-
able to appear at hearings, if necessary.
We also provide the services of local
physician consultants who will clarify
specific items for you as they relate
to local practices. Our personalized loca.
service, coupled with state-of-the-art
computer technology, allows us to pro-
cess your bills in 48 hours or less.

It's the accuMed difference that

makes the difference in how your bills
are reduced. With service that's timely.
Professional. Accurate. Cost effective.

The accuMed difference:

easy-to-read analysis.
Just send your medical provider charges
to us. A member of our medical review
staff will personally examine them.Then
our computer will compare them to
the state-set allowable fees and calculate
how much they could be reduced.

You'll get the results in our accuMed
Analysis©. It'S a brief, concise, easy-
to-read statementthatdoesn'ttake a com-

puter expert to interpret. Which, of
course, is another way accuMed differs
from our competition.

The accuMed difference:

helping you manage
better.

We don't just send you a lot of individual
reports. We also summarize all bills
reviewed each month. To show you total
reductions, number of bills processed,
percentage reduction, and dollar savings.

It's far easier and more efficient than
doing the work yourself.

The accuMed difference:

local service with
national clout.

accuMed is now available for you in
California, Massachusetts, Florida and
New York, and is coming soon to other
scheduled states. (In NewYork, accuMed
also reviews No-Fault provider bills.)

accuMed is provided by the Medex
Services division of Intracorp -the
nation's oldest, largest, and most experi-

enced provider of health care cost
containment and disability management
services.

The accuMed difference:

pricing that beats
the competition.

Not only do you reduce your workers'
compensation payments with accuMed,
but you do it for less. Both our normal
charges and our volume discount
program meet or beat the competition.
And as an extra incentive to try
accuMed, we have a special introductory
pricing offer for you.

accuMed service provides you an
impressive return on investment.

For details about accuMed and our

special introductory pricing
offer, call Gordon Clemons, no
President, toll-free at 800-
345-1075. In Alaska, AG
Hawaii, and Pennsylvania,
call collect 215- 687-9450. medex
Or send us the coupon.

Try the accuMed
An Intracorp

services

diference today. Company

Send me more information about the accuMed difference.

NAME

TITLE

COMPANY

ADDRESS

CITY STATE Zip PHONE

Mail to: Medex Services, 985 Old Eagle School Road, Wayne, PA 19082
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Insurers are wary of alternative medicine
Continued from page 10
cost containment," he says.

Union Mutual was one of the

first insurers that covered acu-

puncturists, primarily in lieu of an-
esthesia, Mr. McCarthy points out.
The insurer also covers chiroprac-
tors, midwives at birthing centers,
nutritionists and hypnosis if ad-
ministered by a licensed physician,
psychiatrist or psychologist as part
of therapy.

But, the company does not cover
Christian Scientists, medicine men,

homeopaths or naprapaths, he said.
While some suggest alternative

forms of treatment may actually
help reduce health costs, others ob-
ject to this notion.

"There's an honest disagreement
nationwide-within the medical

community, the insurance industry

and the government-as to
whether any of these items consti-
tute cost containment. We give all
the information to the policyhold-
ers and they decide," says John
Festa, the supervisor of the guide-
lines unit for Metropolitan Life In-
surance Co. in New York.

"We haven't seen a trend in this

area because of this honest dis-

agreement on whether they would
be an additional benefit or a cost-

containment move," Mr. Festa says,
acknowledging that many alterna-
tive healers say their services cost
less. "If it could be proven that they
save money, then that would be our
recommendation (to clients)."

"Those modalities are add-ons, in

my opinion," counters Charles
Cohen, director of cost contain-

ment administration for Metropoli-

tan's health care resources and cost

management unit.
He says many alternatives offer

no cost savings, citing psychiatric
social workers as an example.

"They often start off much
cheaper in the unit charge, but they
work their way up very rapidly
and end up charging unit prices
that compare with psychiatrists
and psychologists. And they see
more people, more often," Mr.
Cohen says.

"We have an obligation to our
public to assure quality care. Li-
censing varies for these practition-
ers and the scope of their practice is
unclear.

"If we're going to pay for some-
thing, we want to be satisfied that
we're getting quality care," he says.

"The insurance industry has to

be responsible. One thing an insur-
ance company tries to do is tc spend
money wisely. . .pay for services
that have proven to be effective,"
says the HIAA's Mr. Thomas.

"The issue, I'm sure, that most
employers face is a question of ask-
ing, 'Are we setting a precedent for
a lot of con artists? '" adds David

Glueck, vp and head of the group
benefits practice for TPF&C in
Chicago.

"There's a high risk that you're
going to get taken by a quack," he
says. "And the big problem is try-
ing to separate the legitimate who-
listic doctors from the quacks."

Even unions don't appear ti be
clamoring for coverage for alterna-
tive practitioners.

"Quite a number of unions had
coverage for chiropractors for a

We hate life's little
surprisesasmuchasyoudo.

For a risk manager, life should
hold few surprises. And that's what you
get when you work with us.

We're Parker Services, Inc., a
member of the Sentry Insurance family
of companies. We offer a complete line
of risk management services, includ-
ing claims administration, loss control,
industrial hygiene, loss experience
reports and a variety of other services
to help you administer your self-
insurance and captive programs.

Our experts will make a con-
certed effort to communicate with you
promptly and regularly, so you'll
always know precisely what we're doing
for you, and why.

So call us collect for our brochure.

And if you ever need one of our services,
call us again. You'll be astonished
by what we can do. But you'll never
be surprised.

Call Dave Entwistle collect (715)
346-7357 or Dick Fee (715) 346-6662.

 Sentry®

PARICIER
SIEIWICES. INC.

Risk Management Services

long time, but I don't know if there
has been any additional (practition-
ers). It's possible, but since the
pressures are for cost control, I'd be
surprised if (employers) are adding
new coverages," says Bert Seid-
man, director of the department for
occupational safety, health and So-
cial Security at the AFL/CIO in
Washington.

Some unions with large Ameri-
can Indian populations have re-
ceived coverage for alternative
doctors, specifically medicine men,
in their group health plans.

For instance, the United Mine
Workers of America recently se-
cured for its Navajo employees at
the McKinley mine in New Mexico
an increase in medicine man cover-

age to $300 annually from $200 (BI,
Feb. 27).

Some consultants say they be-
lieve that coverage for alternative
treatments will increase as a result
of state mandates.

"States will take the lead with in-

surance legislation. Then, it will be
easier for insurance companies to
follow and offer (reimbursement)

for these practitioners universally,"
says Tom Marshall, group benefit
consultant at Hewitt Associates in

Lincolnshire, Ill.

The day also may come when
states mandate that health mainte-

nance organizations offer alterna-
tive treatments, though a spot
check of leading HMOs across the
country shows them to be conser-
vative in their offerings.

"Our doctors are pretty well of
the conventional style," says a
spokesman from Kaiser-Perman-
ente Medical Care Program, the
nation's largest HMO chain, based
in Oakland, Calif.

'Our people are more conserva-
tive than most of the medical estab-

lishment," says a spokesman from
an HMO trade association. "We

can't afford to be so far out; we're
not the first one to jump on new
technology. We're like the new kid
on the block, still trying to prove
ourself."

The debate over the use of these

alternative practitioners will go on
for many years, several experts
note.

"They offer interesting concepts,
and it may be the wave of the fu-
ture," says a consultant, who asked
not to be named. "But that wave is

still way, way out in the ocean." .

FSAs may be used
Even though an employer

may not cover alternative
health care treatment under

its medical plan, employees
may be able to use company
benefits to pay for this treat-
ment.

Some consultants say that
alternative practitioners may
be covered through flexible
spending accounts that permit
employees to spend account
funds on medical charges not
covered under a group plan
but allowed under Internal
Revenue Service rules.

The IRS has ruled under

Section 213 of the Internal

Revenue Code to permit de-
ductions for acupuncture ex-
penses, an IRS spokesman
says. It also has ruled that
charges for medical care can
be deducted even if that care

was administered by non-li-
censed practitioners, he notes.

Section 213 of the code de-
fines medical care to mean

amounts paid for the diagnosis,
cure, mitigation, treatment or
prevention of disease, or for
the purpose of affecting any
structure or function of the

body.
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H. Edwin Trusheim, President, at General American's National Service Center in St. Louis.

The news about your group health benefits
may be better than you think!

Last year we paid 14 million health claims.
We know health costs are rising at three
times the rate of inflation. We also know a

lot can be done to contain costs Saaes

cutting benefits.

Cost Containment Options
General American has taken an aggressive
leadership position on cost containment.
We offer and promote a full array of cost
containment programs for group insurance
buyers. New benefit designs. Partial and total
self-funding (self-insured) arrangements to
save administrative costs. Management
reports which analyze how benefit dollars

are spent. And comprehensive programs to
help employees develop healthy life styles.

Our unusual "Cost-Plus Flex-Funding"
group life plan and our "Minimum Premium"
group health plan may well be our industry's
best.

Respect For Benefits
The cost containment programs we emphasize
enrich benefits or at least maintain them.

Hospital deterrent plans that pay 100% for
out-of-hospital surgery. Fast, efficient on-line
claim service. Communications programs
that give employees the information and
motivation to spend benefit dollars wisely.

You can afford good health

The last place we look to reduce costs is
the sacrifice of meaningful benefits.

Bottom Line Results

For help in achieving a common sense balance
between appropriate benefits and cost con-
tainment, ask your consultant, broker, or
agent to call your nearby General American
group sales 6ffice. Or write Frederick M.
Siegfried, CEBS, Vice President, General
American, RO. Box 396, St. Louis, MO 63166.

LIFE INSURANCE COMPANY
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Emergency centers target group plans
CHICAGO-Free-standing

emergency centers are looking to-
ward group health plans to expand
their patient base.

Until now, most patients have
been attracted to so-called FECs as

individuals, responding to media
advertising and direct mail.

Only about one-quarter of FECs'
business is directed to them by em-
ployers, and this is for treatment
for workers injured on the job (see
related story, page 16).

Now, many of the nation's 2,000
FECs, which generated fees of
about $2.5 billion in 1983, are plot-
ting strategy to expand their num-
ber of patients. They are thinking
about linking up with preferred
provider organizations and health
maintenance organizations.

FECs are medical centers staffed

by doctors to provide treatment for
what are called episodic injuries-
injuries related to a specific epi-
sode, such as breaking a bone-
rather than continuing illnesses.

FECs generally are open 12 or
more hours a day and patients do
not need appointments.

FECs do not treat life-threaten-

ing conditions, except to stabilize
patients for transfer to appropriate
facilities. And, as currently
designed, FECs are not equipped to
provide continuing care for lasting
medical conditions.

FECs have carved out as their

specialty treating people with in-
juries that are not so severe they
require hospital treatment but are
severe enough to require immedi-
ate treatment that might nct be

available from a family doctor due
to the hour of the day.

And, FECs provide treatment to
people who don't have a regular
doctor.

In addition to convenience, FECs

offer care at a lower price than hos-
pital emergency rooms but compa-
rable to other physicians' charges.
FECs can charge less than a hospi-
tal emergency room for the same
service because FECs don't have

the high overhead costs that hospi-
tals must pay.

Group medical insurers gen-
erally cover most treatment pro-
vided at FECs as they would if the
care were provided in any physi-
cian's office.

"The care FECs provide is very
much like that physicians offer," a
Blue Cross & Blue Shield spokes-

No other claims administrator
even comes close.

Control Data's Benefit Services

Division provides total service and
management of your self-insured
health and dental plans. Its fast,
accurate claims administration and

detailed management reports give
you the service and information you
need for better cost control.

You also get an important com-
bination of computer automation
and human judgement. Together
our sophisticated automated
claims processing/payment system

and experienced staff handle all
communication with patients
and providers.

You can monitor virtually every
facet of your plan with detailed man-
agement reports. Benefit Services
can analyze and create exactly the
information you need to establish
an accurate data base for future

management planning.

Total benefit plan management
using solid expertise and today's
most advanced technology All

g  CONTROL DATA

man said. "That's why most )f our
plans don't cover their costs like
emergency rooms (which are
usually paid for in full)."

FECs are relatively new. The
first one was established in 1973,

and only 60 were in operation by
1979.

This year, the almost 2,000 FECs
now in business will serve scme 14

million patients, according to
projections made by the industry's
trade association, the Dallas-based

National Assn. of Freestanding
Emergency Centers.

By 1990, the associatior esti-
mates, the number of FECs urill

have risen to 4,500 and the patient
volume to 61.4 million from 47.3

million.

FEC operators discussed how

from one company-a world leader
in the development of computer
technology and its applications to
human needs.

For more information, including
case histories of how Benefit

Services has helped other self-
insured groups, call 1-800-828-8001,
Ext.567 (in Minnesota,1-612-921-4400,
Ext. 567).

Control Data
Healthcare Services

they can better tap the group
health plan marketplace at the sec-
ond annual conference of their as-

sociation, held recently in Chicago.
To be successful, FECs will have

to communicate their competitive
advantage to employee benefit
managers, said Dr. Ronald A. Hell-
stern, a director of NAFEC and

president of Primacare Inc., a Dal-
las FEC operator with eight units.

Willis B. Goldbeck, president of
the Washington-based Business
Group on Health, a lobbying and
information group representing
about 200 large companies, sug-
gested that FECs can emphasize
three things to businesses.

"FECs' selling points are their
convenience, quality of care and
extended hours," he said.

Later, Mr. Goldbeck commented
that employers would most likely
refer employees to these centers
because the FECs' extended office

hours will mean less time off the

job by employees seeking treat-
ment for minor injuries.

"These systems will become in-
creasingly attractive to employers
-and employees-as a convenient
system," he predicted.

"Business is looking for efficient
delivery of medical services. And
FECs have a chance to provide
truly competitive medical care cen-
ters. This is one facet that contrib-

utes to employers' ability to gain
control over their health care sys-
tem," Mr. Goldbeck told the group.

While advising FEC operators
about employers' needs and con-
cerns in his prepared remarks to
the group, Mr. Goldbeck observed
later during an interview that em-
ployers would be wise to investi-
gate FECs and how their employ-
ees can use them.

"The emphasis right now on get-
ting hospital data to help guide em-
ployees and their families into
more cost efficient and higher qual-
ity hospitals-that same effort will
have to occur in confronting this
full array of unbundled services,"
Mr. Goldbeck observed.

FEC operators are considering
other tacks for reaching employee
groups, including contracting with
HMOs or PPOs to provide their
specialized services.

FECs are "looking for a blend
(with PPOs and HMOs)," said Dr.
Stanley R. Gold, NAFEC's presi-
dent

FECs' most attractive feature, he
said, is their convenience. "Because
we're open longer, we can provide
immediate emergency care for ex-
tended hours."

Convenient Health Care, an FEC
in Wheaton, Md., contracted last
September with a local HMO, and
about two patients a day are from
the HMO, said CHC President Dr,
Joseph A. Fortuna.

Many of the nation's 340 other
HMOs, which serve some 15 million
people, could similarly benefit
from such an arrangement, ob-
served James F. Doherty, execu-
tive director of Group Health Assn.
of America, the Washington-based
HMO trade association.

In particular, he noted, HMOs
must provide emergency care at
any time of the day, and FECs can
assist.

FECs are also discussing forming
their own preferred provider orga-
nizations, contracting to provide
care at reduced rates.

MediClinic Corp., which owns
seven Houston FECs that serve

about 2,500 employers' workers
compensation accounts, is set to
begin operating its own PPO, Me-
diClinic Family Health Plan.

Among MediClinic's accounts are
Coca-Cola Co. Inc. and the city of
Houston. PPO services will be of-

fered to current and new custom-

ers.

Continued on page 16



J& H thinks employers
can get tighter control
of benefit costs and still

keepemployees happF

Whatdoyouthink?

If you think benefit costs need better control
without undermining employee morale, consider
a J&H Variable Benefits plan. It's a program
designed to meet specific management objectives
covering all of your benefit activities.

Because these plans permit selection among
options that are most relevant to individual
needs, they satisfy employees in a special way.
Yet a J&H designed plan avoids the complexities
that increase administrative costs. J&H can

also implement the complete employee
communications program.

We'd like to talk with you about this.

Johnson{*iggins
We answer only to you.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING, RISK AND INSURANCE MANAGEMENT SERVICES THROUGHOUT THE WORLD.
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FECs seeking patients from group plans
Continued from page 1 4

To provide non-emergency services. MediCIinic
has enlisted more than 200 physicians, accordihg to
Michael J. Cripe, corpcrate development vp.

"We're trying to direct customers to cost-efficient
usage of service," Mr. Cripe said. To this end. they
will provide employers with utilization reports.

"We'll report utilization by specialist and the per-
employee costs of each service level," he said. 'And
we'll provide individual utilization reports."

In addition to providing care for episodic injur.es,
some FECs also provide employee physicals End
conduct employee health seminars at worksitei

And, some FECs provide referrals to other
health-care providers for people who seek care for
non-emergency conditions that the FECs can't han-
dle.

As they expand, FEC operators are quick to add
that they can't do exerything. Rather, they say,
they're seeking to enhance the distinctive services
they've already developed.

Said MediClinic's Mr. Cripe, "We are trying to

provide primary episodic care. Emergency rooms
will continue to provide acute care."

According tc Mr. Cripe, benefit managers investi-
gating FECs should consider:

• The FEC's ava.lability and the kind of services
.t will provide.

• The treatment reports that the FEC will offer.
• How much of an opportunity the company's

managers will get to consult with the FEC on cost-
zontrol matters.

• The FEC s facilities for handling the medical
demands that plan subscribers are likely to place.

• What the FECs services will cost, in terms of
.ash expense and employees' time spent traveling to
the center and waitng for treatment.

FECs expect to hear from benefit managers.
"There's a trend to health service systems," said

Dr. Gregory Culley, operations director for the
medical services division of MedFirst, a Louisville,
Ky., FEC operator with 67 units. "FECs will be have
to bid for emplcyers' service contracts with other
kinds of providers:

Emergency centers tapped
to care for injured workers

CHICAGO-Free-standing
emergency centers are earning a
reputation for quick and less-ex-
pensive treatment of workplace in-
juries.

Corporate officials say sending
injured employees to FECs has re-
duced their workers compensation
costs by reducing the cost of care
and the time the employee is off
the job.

About 25% to 30% of the FECs'

business is in treating injured
workers, says Dr. Drennon D.
Stringer, chairman of National
Assn. of Freestanding Emergency
Centers, a Dallas-based industry
group.

That means these accounts gen-
erated from $625 million to $750

Here's ahealthyinnovation
from BlueCross and Blue Shield.

If you're responsible for pro-
viding employee benefits here in Big
Apple country, you're well aware that
medical costs are skyrocketing. What
you may not know is that Blue Cross
and Blue Shield is doing something

about it. With a healthy innovation called
WrapAround Plus. For a "big apple's worth"

ofhealth care.

WrapAround Plus is a revolution-
ary approach to group medical coverage, because it builds cost
containment right into the package. 'Ib do this, we designed a fee
schedule linked to future changes in the Consumer Price Index.
Morethan10 000 doctorsinthe NewYorkareaagreed that this was
sensible and fair. Then they joined us in a commitment: Their
future fee increases will be linked to the Consumer Price Index.

3ut that's not all. WrapAround Plus eliminates most
out-of-pockes expense, because the agreed-upon fees are accepted

as payment in full. And it cuts out tiresome paperwork.
Doctors just file a simple form and are paid directly by

Blue Cross and Blue Shield.

+ Last but not least, Wrap-
Around Plus offers broader protection
than we've ever offered before in a sin-

gle program. So if you want to see
your employees get the best in

benefits, without watching costs
go through the roof, call us at

this number and ask about Wrap-
Around Plus. Or write Blue Cross

and Blue Shield of Greater New
York, Attention: Peter Mulligan,

1 VI? Marketing, Box 5401, Grand
t Central Station, New York,

a NY. 10017.

 1-800-554-PLUS.
.

e

Blue Cross

1  Blue Shield
Ve of Greater NewYork

®Registered Marks Blue Cross and Blue Shield Association

million of FECs' overall 1983 fees

of about $2.5 billion.
Employer agreements with FECs

aren't binding on employers to
send injured workers to the facili-
ties. Indeed, most state workers
compensation laws reserve for the
injured employee the right to
choose his or her physician.

But, employers can recommend
an FEC and many employees ac-
cept the recommendation. Employ-
ers recommend FECs to injured
workers because the FECs are

often more convenient than private
physicians' offices and more access-
ible than hospital emergency
rooms. They usually are open for
longer hours and may be located
closer to a company's place of busi-
ness.

Connie Brower, store manager
of the Christian Farmers Market in

Anaheim, Calif., says that when-
ever one of the store's approxi-
mately 60 employees sustains a
minor injury, he or she usually can
receive treatment from the FEC

that is a block and a half away, and
be back at work within an hour.

Also, FECs often provide
cheaper treatment than hospital
emergency rooms.

Dr. Ronald A. Hellstern, a
NAFEC director and president of
Primacare, a Dallas FEC with eight
units, says, "Eighty-five percent to
90% of (emergency room) patients
shouldn't be there from a cost-effi-

ciency standpoint."
FECs charges can be 40% to 80%

less than emergency rooms, the
NAFEC estimates. For example,
treatment for a simple arm fracture
would cost $157 in a typical emer-
gency room and $71 in a typical
FEC-a 54.7% reduction-accord-

ing to the organization.
A recent survey conducted by

the Indiana Hospital Assn. found
that only 5% of the people seeking
emergency room care had life-
threatening problems.

FECs' charges are roughly the
same as private physicians',
NAFEC says.

Continuity of care and communi-
cation programs offered by FECs
also have earned praise from em-
ployers.

"They'll call us while the em-
ployee is being treated, so the man-
ager can ask questions and find out
how long the employee will be
out," said Judith A. Elkin, workers
compensation specialist for U.S. Air
Inc. of Pittsburgh, which uses an
FEC for its Chicago operations.

"This creates better rapport and
encourages confidence," she com-
mented. "Managers feel so helpless
unless they have someone they can
talk to and have immediate contact

with."

A spokeswoman for Midway
Airlines Inc. of Chicago said that
the FEC calls its personnel depart-
ment the day after initial treatment
to check on the employee's condi-
tion.

Some employers also rate FECs
highly for more objective treat-
ment and therefore less costly
workers compensation claims.

"Family physicians can establish
personal relationships with their
patients," explained a workers
compensation supervisor at a large
retailing company that uses an
FEC. "And if the employee says he
wants a few extra days off for an
injury, the physician will be more
likely to advise they be given."

FECs are less likely to respond to
this kind of appeal from a worker,
therefore returning the injured
worker to work sooner.

However, FECs are not equipped
to deal with life-threatening prob-
lems, which employers direct im-
mediately to hospitals. •



TO CONTAIN GROUP MEDICAL COSTS,
AN OUNCE OF INFORMATION IS WORTH

APOUND OF PRINTOUTS.
Suffocating stacks of computer print-
outs ... file cabinets stuffed full of

unreadable reports...your group medi-
cal plan is suftering from data overdose.
You know your daims costs are out of
control, butthe overload of facts and fig-
ures doesn't tell you what to do about it.

There isa cure.Turn those pounds of
printouts into information you can use,
witha cost containment program from
Mass Mutual.

A team of specialists is available to
each cost containment client: a utiliza-

tion analyst, who pinpoints excessive
and inappropriate uses of benefits; an

epidemiologist, who examines the rela-
tic,nships between disease and health
care delivery patterns; a health research
analvst, who provides up-to-date infor-
matfon on local medical care resources,
technology and legislation; and a medi-
cal economist, who analyzes problem
areas and recomrnends workable solu-

tions you can acton immediately.
An experienced case manager coordi-

nates the team, working with you from
day one to develop solutions that meet
yourspecific needs, and cut your costs
most effectively.

Our team approach to cost contain-
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ment has helped make Mass Mutual a
leaderin cuttmg costs for dients. Just
one reason why we've grown tobecome
one of the largest group life and health
companies in the world.

Find out how Mass Mutual's cost con-

tainment team can turn your data into
useful information. Haveyour agent
orbroker call us to ask about our

SPECTRUM of financial planning
strategies for today's benefits manager.
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Hospital chain designs health cost=control plan
B¥ KATHRYN J. McINTYRE

NASHVILLE, Tenn.-The na-
tion's largest hospital chain is test-
ing a new group heal-h program
designed to control health care
costs by controlling the use of
heal-h care

Hospital Corp. of America is test-
ing the product on its own employ-
ees n Nashville and Richmond,
Va., and o> the end of .985 expects
to implement the program nation-
wide for its 75,000 employees.

HCA also plans to market its yet-
unnamed product to otier employ-
ers around the country, after its
own emplcyees have been success-
fully enrolled in the program.

It s unclear whether the new

HCA prodict will grab a share of
the group health plan market in

the future. But it is clear that as a
health provicer, HCA is in a special
position tc con:rol its employees'
health care -,ills.

The HCA program combines all
of the followimg health care cost-
control ele -r.ents:

• A coooerative network of dot-

tors and hdspitals that will contract
with HCA Ec provide services on a
fee-for-servte iasia, subject to uti-
lization con-rol.

• Incertives for employees to
use the c)iperative network of
doctors and hospitals.

• A thr€e-part utilization con-
trol program, encompassing pre-
admission certification, concurrent
utilization review and retrospective
utilization review of all cooperating
doctors and hospitals.

When the HCA plan is offered to

other employers it will incorporate:
• A guaranteed annual charge

to employers for each covered plan
par-icipant.

• Eeductibles and coinsurance

levels to be selected by the em-
ployer.

The experimental HCA plan is a
prepaid health plan, but i. .s not a
health maintenance organization
because the coverage provided
more closely resembles that of an
indemnity plan than an HMO with
broad benefits.

The HCA plan will rely on a co-
opera.ive network of doctors and
hospitals, bit ir's not a prefrerred
prcvider organization because it is
not negotiating discount rates.

"Ttis is a brand new animal,"
says Robert Reeves, president of
HCA's Health Services Division,

.

0

which will market the program to
other employers. Mr. Reeves is also
HCA's risk manager.

The giant hospital chain-with
400 owned or managed hospitals
worldwide-developed the tealth
plan to control its own grcup health
plan costs. Once it developed the
plan, HCA thought it had a product
to offer other employers.

"We decided to take a long-term
view with regard to eur business,"
Mr. Reeves said.

"We feel that we should work

with the organizations in our so-
ciety that are funding health care
to oring the cost under contro.."

HCA began Oct. 1 testing its
health plan with its Nashville-
based employees and their cepen-
dents, 6,000 people in all.

In the first 120 days, Mr. Reeves
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said, HCA determined that the new
plan saved the company $144,180.

The cooperative network of doe-
tors and hospitals in Nashville are

practicing in HCA hospitals. To en-
courage HCA employees to use the
services of the cooperative net-
work, HCA revised its health plan
to cover 90% of all hospital and
physician charges from network
members, but only 70% of charges
from other hospitals and only 80%
of charges from other doctors.

Employees responded to these
incentives and used the network
doctors and hospitals for a savings
to HCA of $104,340, Mr. Reeves
said, adding that the three-phase
utilization review saved an addi-
tional $39,840.

The plan was introduced in
Richmond March 1.

So far, HCA has not placed a per
plan particpant cost on the program
for its own employees and it has
not determined how much it will
charge other employers.

In implementing the program
nationwide, HCA will use HCA
hospitals where possible, but will
contract with other facilities where
needed.

In offering the program to other
employers, HCA will have to ob-
tain licenses from state insurance
departments. In some states, it will
seek licenses under HMO-enabling
legislation and in others under
PPO-enabling legislation, depend-
ing upon the state law.

HCA plans to introduce its prod-
uct to other employers on a step-
by-step basis. After setting up the
provider network to treat HCA em-
ployees and testing the program on
HCA employees, HCA will offer
the utilization review component to
self-insured employers, who will
agree to offer employees incentives
to use the cooperative network.

Employers must offer employees
incentives to use the cooperative
network because these are the pro-
viders that have agreed to subject
themselves to the utilization con-

trols, Mr. Reeves explained.
Within the next month, this utili-

zation control program will be
available to employers in Nashville
that self-fund their health plans.

After about a year of operation in
an area with its own employees,
HCA expects to be licensed and
able to offer its prepaid health care
product to employers in the area.
HCA hopes to offer the program to
employers in the Nashville area in
about six months, Mr. Reeves
noted.

HCA believes that it can prop-
erly price its health plan product
on the strength of the utilization
control and "the tremendous body
of knowledge we have within our
own company about the cost of
health care across the United
States," Mr. Reeves said.

HCA also is developing the
claims management organization
that it will need when it offers the

program to other employers. The
new claims group will include the
workers compensation claims pro-
gram administered by HCA's Par-
thenon Insurance Co., its Tennes-
see-based captive insurer.

For its own employees, HCA has
contracted with Blue Cross of Ten-
nessee to handle the Nashville plan
claims and Blue Cross of Virginia
to handle the Richmond employ-
ees' claims. It is also negotiating
with Aetna Life & Casualty to han-
dle claims for HCA's employees in
the western United States.

Mr. Reeves stressed that the new

HCA product is one of HCA's many
cost-control efforts. Many of HCA's
owned and managed hospitals also
are working with HMOs, PPOs,
business coalitions and individual

employers, trying to control health
care costs. .
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Reinsurance entails extraordinary
long term obligations.

At North American Re, we paid
one claim for over 67 years.

Imagine the year 2051...67 years
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arising from previously undiscovered NOIE H MAE CAN
risks such as toxic waste and
asbestosis?

Reinsurance is a long term -4 . - ILL business.

And only those reinsurers who
are committed to long term financial
stability should be in it.

We Take Your Risk
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Tape device eases benefit manager's load
By SALLIE J. DRURY

GLENVIEW, Ill.-Would a ben-

efits manager really like to be re-
placed by a machine?

The answer would be a qualified
"yes" if you asked Anne N. Fish,
manager of benefits for SFN Cos.
in Glenview, Ill., a publishing and
communications company.

Although neither Ms. Fish nor
any of her staff have been comple-
tely replaced by automation, many
a routine question has been an-

swered electronically since a device
called "The Communicator" was

adopted as part of the company's
benefits communication program.

"The Communicator" is really a
type of tape player that responds to
electronic signals from a touch-
tone telephone to play a pre-re-
corded message when a certain nu-
merical code is pressed by the
caller.

Several messages are recorded
on one tape, and "The Communica-
tor" seans the tape until it comes to

the message requested and then
plays it.

What it amounts to is an elec-

tronic benefits administrator, an-

swering basic questions about
SFN's benefits plan so benefits de-
partment personnel do not have to
spend what might be several hours
each day answering similar ques-
tions.

"I think we are going to be seeing
more and more of such electronic

means of getting our benefits mes-
sages," said Stephanie L. Certain,

consultant with Hewitt Associates

in Lincolnshire, Ill.

"It's not going to replace the
written word," she said, "but I

think it's going to expand the way
we communicate with employees."

An interaction between an em-

ployee and The Communicator at
SFN would be something like this:

If an employee of the GlenKiew
office, living in the Chicago area,
was at home and had a question on
who is an eligible dependent under
the benefits plan, he or she would

Harness the
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dial a seven-digit number. (He or
she would use a different number if

calling from a company phone.)
The employee would then hear

Ms. Fish's recorded voice thanking
the employee for dialing in. Then,
after a recorded tone, the employee
would press 211, the code for infor-
mation on eligible dependents.

After the machine scans the tape
to find the appropriate message-
which takes an average of 15 sec-
onds-an explanation of dependent
eligibility is played.

SFN calls this communication

tool the "P.S. Hotline," part of the
"P.S." theme for communicating its
newly revised benefits program.
"P.S." stands for protection and se-
curity, which is the purpose of the
benefits program, Ms. Fish said.

"We have seen versions of a hot

line in the past, with live phone an-
swering," Ms. Certain said. "But,
with a preset tape which can give
different messages, we've never
seen something this organized."

The reception for this innova-
tion-both from SFN employees and
benefit department personnel-has
been warm.

"The P.S Hotline was extremely
well-received," Ms. Fish said. "Peo-

ple seem to like the idea of picking
up the telephone and calling for in-
formation rather than looking
through their books (of written
benefits information).

"There is also some hesitation for

employees to come (to benefits per-
sonnel) with a question, especially
after group meetings. They don't
want to look like they slept
through the meeting," she contin-
ued. "But people don't feel that hes-
itation with the Hotline.

"I liked it because it helped peo-
ple get to know me, since my voice
was recorded," said Ms. Fish, who

joined the company just a few
months before the hot-line pro-
gram was put into place. "After
hearing my voice, people felt free
to call me, people from other loca-
tions.

"And, although we never ac-
tually measured to see if it saved us,
say, half a person, I strongly sus-
pect it did save us time," she said.

"Even more valuable is that we

had a Communicator at each of our

companies (across the country), and
by telling the same story at each 10-
cation, we avoided a lot of inconsis-

tencies and misinterpretations that
can happen when you have a lot of
different benefits administrators

explaining the program."

Another convenient plus for
SFN is that The Communicator cost

the company practically nothing to
install, since the machine is manu-

factured by an SFN subsidiary,
Data Acquisition Services Inc. of
San Marcos, Calif.

"We're family," said DAS Presi-
dent George J. Ravazzolo.

As "family," SFN was able to buy
a $5,900 Communicator for approx-
imately $3,000. Then, Ms. Fish
spent three hours in a Chicago re-
cording studio to tape the benefits
Inessages.

While costs vary by geographical
area, benefit managers should plan
to budget from $750 to $1000 to tape
benefit messages, including studio
time and a fee for a professional
narrator, according to Hewitt Asso-
ciates. If a professional is not hired
-as SFN chose to use Ms. Fish's

voice-the cost would be lower,
since union scale for a narrator is

$250 per hour.
"A professional would take ap-

proximately two hours of recording
time or less, and if you're not
working with a professional person
you'll need more studio time," said
Marcia Smith, consultant with
Hewitt Associates. "And, a

Continued on page 22
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Tape device helps benefit manager
Continued from page 20
lot of people work for more than
scale, like $300."

The tape for The Communicator
is a regular 90-minute cassette tape.
Only one is needed for each ma-
chine because DAS has a patent-
pending method of slowing the
tape's recording/playing speed,
which, along with other engi-
neering changes, enables a 90-min-
ute tape to carry 15 hours of mes-
sages.

For SFN, this meant they could
record all 44 of its messages on one
tape.

The script for the messages was
written by Hewitt, SFN's consul-
tant on the project. Hewitt was
hired when the company wanted to
make a transition to a uniform

benefits plan among all its com-
panies.

"We had six different plans be-
fore, but as of Jan 1. we had one,

Nothing motivates employees like a
paycheck. But chances are your employ-
ees receive an extra one every week and
they don't even know it.

Monumental Life's subsidiary, Ameri-
can Benefit Counselors, Inc., whose busi-
ness is benefits communication and pro-
fessional enrollment services, can spell out
in plain language the dollar value of each
employee's benefits-from paid holidays
to health insurance to Social Security. We
can educate the employees about their
hidden paycheck, at a surprisingly low cost.

In addition, our highly trained benefits
counselors can give the employees the op-

portunity to purchase one of four insurance
plans, including two Universal Life
products.

Give your employees the opportunity
to purchase a voluntary supplemental in-
surance program. Enhance your employee
benefit package at no direct cost to you.

Contact your insurance broker for more
information.

-Morumenial
Tomorrow's Insurance

Today

Charles & Chase Streets, Baltimore, MD 21202

self-funded (plan) with Prudential
as the administrator," Ms. Fish said.
"A good communications program
was extremely important to us, be-
cause frankly we were taking away
benefits from an employee's per-
spective. We were asking for them
to share some of the costs the com-

pany had paid for before.
"The whole communications

program went over extremely
well," she added.

Besides the Hotline, the P.S. pro-
gram included a flyer that let the
employees know a change would
take place and information would
be forthcoming. That was followed
by a letter from SFN's chairman,
explaining the need for the change.

Next came small-group meetings.
Following a question/answer ses-
sion, the employees received bro-
chures describing the new plan, in-
cluding a list of Hotline message
subjects and their codes.

At first, Hotline activity was
heavy. "We have 1,250 people in
the Glenview office, and we

averaged between 10 to 15 calls a
day," Ms. Fish said. "Now, we
might get 10 to 15 a week."

One plan modification that will
not be communicated for the mo-

ment are changes in SFN's new
flexible spending account. The
company's FSA does not meet pro-
posed IRS regulations for FSAs be-
cause it allows employees to choose
at year-end to take unused funds as
cash or deposit into a savings plan.

SFN has not finalized plans to
modify its FSA, and the Hotline
still carries the original message.
But, if and when changes are made,
SFN will communicate those

changes in writing and the Hotline
message will be modified.

While SFN is pleased with the
Hotline, "we have not yet made a
decision on removing it or making
it permanent," Ms. Fish said. "We
probably won't make it a perma-
nent item because it's really most
active around the time of change.

"Then again, it is appropriate for a
lot of areas," she added. "I think it
would work well in a wellness pro-
gram."

The only drawbacks of the elec-
tronic benefits administrator, Ms.

Fish said, are that some employees
expected very specific information
for their unique claim, "and we re-
corded general information, ex-
plaining the plan," she said. "It is
the question on a unique situation
that you ask of a real person."

And, she said, some of the messages
were not as detailed as she would

have liked. "But Hewitt said people
are only willing to listen so long."

The Communicator has been

used by other companies for mar-
keting and training purposes, "but
SFN was the first to use it for bene-

fits," said Mr. Ravazzolo of DAS,

the SFN subsidiary that makes it.
The machine has been on the mar-

ket for about five years, he said.
However, a new machine is avail-

able that not only plays messages, but
also asks questions so that responses
can be recorded on another tape. This
question/answer machine is now
being piloted at a giant retail store
chain for its catalog orders.

The question/answer machine
opens new horizons for benefits
use, Mr. Ravazzolo said, since em-

ployees could use it to phone in
changes in dependents' status, and
possibly claims information.

"This is just the beginning of a
new wave. I think we'll see per-
sonal computers used as technology
become less expensive and more
accessible to employees," Hewitt's
Ms. Certain said.

"Some clients of mine are look-

ing at it now, and I know several
people in our offices who are look-
ing at it for their clients.

"Although it's a one-time ex-
pense, it's probably not worth it to a
small company," she continued.
"But for a large company, it is
worth considering." •



New technology helps sell savings plan
By STEVE TARAVELLA representatives would have been cluding M Anthony Burns, presi- phones changed hands often, music

unable to meet with Ryder employ- dent and chief executive officer, entertained in the background,
MIAMI-A young truck me- ees personally at all the company's and Ross Roadman, assistant trea- viewers were addressed with such

chanic clad in overalls glances to- locations, Mr Charles points out surer, participated in the telecon- lighthearted greetings as "You out
ward his older co-worker, tools in But the telecast really was born ference, "which lent it a certain there in 'televisionland,"' and a
hand, and speaks with enthusiasm to avoid dispatching about a dozen aura of importance," Mr Charles telephone number flashed across
about their company's new em- personnel department employees says, noting that a new benefit has the screen periodically
ployee savings plan from Miami to locations across the a greater chance for success with The number was a hot line to the

.This guy was telling about this FUTURE SECURITY country, where they would intro- support from top management
new savings plan," he tells the

A
telecast headquarters, where

duce the plan to local management nearly 100 calls were received,
older worker "I thought, 'Hey, officials, who would then, in turn, The teleconference was some- many of which were answered on
that's Just great for older people present the new benefit to the em- what reminiscent of a professional air so other viewers could benefit
like my parents' Well, it turns out firms participating in the new sav- ployees charity telethon Speakers took from the responses
this plan isn't Just for older people ings plan Investment company Senior management at Ryder, in- turns before the camera, micro- Continued on next page
-it's for yourg guys like me, too I
figure if I start putting away $5 a
week now, in 30 years I could have
$150,000 '

The scenario is one of several

video vignettes Ryder System Inc
used recently to introduce its 401(k)
Savings plan in an unveiling wor- Wben it comes to Flexible Benefit Plans. ..

thy of today's increasingly sophisti-
cated telecommunications industry

To explain the new benefit to
managers and supervisors at the BUCK DOES IT BETTER
compan)'s 18 subsidiaries nation-
wide, on May 1 Ryder broadcast a
three-hour teleconference live to

24 U S cities

The telecast was seen by more
than 400 of Ryder's upper field-
management personnel, who are
responsible for conveying the new Service #1:
plan to employees at Ryder's vari-

OIl,
ous subsidiaries and many loca-
tions

"This ts a real step forward for
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the company," notes Joseph G .St--- 0..

Charles, director of employee ben- 1,7.-:s _.t 4-m'r_'% t

efits at Ryder, the Miami-based Ze-- Ii- 'rr

t
truck-leasing giant with more than
$2 bilhor. in annual revenues 14

the section of the Internal Revenue
Under a 401(k) plan, named for
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Code that authorizes them, employ-
ees can choose to defer a portion of
their pay toward retirement sav-
ings The amount deferred is sub-
tracted from the employees' pretax
income, generating substantial per- des--·
sonal income tax benefits 4
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The deferrals are not taxed

+ 1.

- il

until they are actually paid to the 1-Z _ :04* -

(BI, Dec 19,1983)

:.../ '- *10 -f ,
-*-6

employees or their beneficiaries
*71 r=

s.8-.. 4-314--- *- 11, 4 6

4 - -6-

-C Z -2?f-*L 94Ryder s sales managers, district - r
K .

..>- Y-X -- 41

managers and regional managers --
- --F - 1- t/6

convened at the nearest Holiday 53*{1:;"dtd,
Inn hotel, where they received the
broadcast over the Holiday Inn e

Video Network (HI-NET), a wholly _1

owned telecommunications subsidi-

ary of Holiday Inns Inc in Mem- W'e can show you how a ... administer the plans better
phis, Tenn Members of Ryder's Ilexible I3enefit Plan designed by and communicate the plans t.0 your --.aw.IIA: t:,%4,
corporate personnel department at-

Iluck enhances the possibilities for employees better.tended tne conference in person at
the Miami hotel from which it was cost containment. We will thor- Buck has been doing thingstransmitted

HI-NET began in June 1980 as an c,ughly analyze your companv:; better since 1916.
outgrowth of the hotel chain's de-
sire to receive cable television benefit usage-and c()me up with We'd be pleased to help evalu-
transmission for its guest rooms, a recommendations that will help ate the design and implementation
Holiday Inns spokeswoman
explains Since its inception, the

re-direct benefit dollars to meet of a Flexible Benefit Plan for your
service has arranged telecon- yc,ur (,bjectives. company And we'd be delighted to
ferences for about 100 business

meetings of various sorts she esti- And it need not cost your com- show you how we do it betterl
mates

pany a penny more in benefits!
Mr. Charles says that one of the Buck d()es it better.

biggest advantages of using the I3uck can als() demonstrate
telecast is that all the managers re-
ceived the explanation simultan- how flexibility can maximize em- BlNSULTANTS
eously plc)yer dollars...how it can save tax44 Actuarte, mid Empli), ee Beneht ( othult.uitEverybody got the same mes-
sage There was no loss in transla- dollars...and how it can improve Mr Albert Cole, Jr
tion due to second-hand informa-

employee relations. Buck Consultants, Inc
tion," he points out Two Pennhvlvania Pla,a

Another benefit from telecasting When it comes to Flexible
the program lS what Mr Charles New York, New Yc,rk 10121

calls "a philosophy of synergy "
Benefit Plans, Buck indeed dkrs 212/279-4400

Some of Ryder's subsidiary com- it better: We have the experienced
panies have no reason to contact Office, in Atlanta • Boston • (.hicago • I)alias • Fort Wavne
each other, even if they are located people who design the plans better Pittsburgh • h.in I·ranct„co • W.iliington, 1) C. • Toronto
m the same city The telecast pro-
vided a reason for employers to
cross corporate lines and meet one
other

The telecast also allowed the

managers to interact with repre-
sentatives from the investment
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New technology helps sell savings plan
-ontinued from prevtous page

"In a word, we were estatic,"
Ryder's savings plan coordinator,
Judy Webb, said of the number of
phone calls received.

"It (the telecast) was an experi-
-nent, but I think it was a successful
one. We just eouldn't get enough
raves."

She says the company's goal is to
enroll between 4,000 and 6,000-or
as many as 60%-of its approxi-
mately 10,000 eligible employees in
one of the five new investment op-
portunities.

"If we get up to 50%, we'll be
elated," Mr. Charles says.

Organizing the teleconference
was no easy task.

Ms. Webb estimates that about
60% of the work required for the
polished product was accomplished

by Ryder employees, some of
whom volunteered to act in the
three pre-recorded vignettes.

The other 40% of the project was
accomplished with help from out-
side production sources, a profes-
sional narrator, HI-NET and the
communications consulting depart-
ment at Johnson & Higgins in New
York, she says.

"They (Ryder personnel) worked
like Trojans," says Joan Korn, a
J&H senior consultant and assis-
tant vp who spearheaded the tech-
nical end of the production.

"What they did with the telecast
was superb-one of the most mod-
ern means of communicating with
a variety of poeple," she notes.

J&H wrote the script for a 121/3-
minute videotape that managers
will use when conveying the plan

to employees and supervised the
tape's editing and mixing in New
York. The three skits, which J&H
designed, also appear on the video-
tape.

Ryder commissioned between
150 and 180 of the videotapes,
which are being distributed to re-
gional and other non-corporate
managers.

J&H also organized production
of about 20,000 booklets, brochures,
enrollment forms and other litera-
ture addressing Ryder's plan. In
addition to the literature and vid-
eotape, managers will also have the
benefit of a phonograph record
Ryder asked J&H to design, ex-
plaining savings options to employ-
ees.

"It was an interesting production

for us," Ms. Korn says. The video-
tape, in particular, was a departure
from the style J&H tupically ie-
signs. Ms. Korn points out that
Ryder's tape features sophisticated
special effects techniques and an
on-camera narrator, as opposed ro
off-camera narration.

The telecast production cost
Ryder an estimated $48,000, Mr.
Charles says. A Holday Irr.s
spokeswoman says HI-NET charges
vary greatly, according to such fae-
tors as the number of locations tnat
will receive the telecast, the len.gth
of the transmission and the c is-
tance between the point of broad-
cast and the receiving stations.

Ryder spent an additiori:1
$108,000 to cover the costs of pre-
ducing the video, phonograph ree-
ords, brochures and literature End
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43 Harvard Street Worcester, MA 01609 617-956-3571

other expenses associated with in-
troducing the new plan, whose slo-
gan is "a better way to save."

"I think it's really important for
the employees," Mr. Charles says of
the 401(k) plan. The company is fo-
cusing on primarily younger em-
ployees, whose salaries are on the
low end of the earnings scale, be-
cause IRS regulations limit the con-
tributions of the one-third higher-
paid employees to a percentage of
that of the two-third lower-paid
employees.

Because many of the company's
employees are blue-collar workers,
Mr. Charles estimates that the av-
erage Ryder employee earns be-
tween $20,000 and $24,000 a year.

The savings plan, which starts
July 1, gives employees five invest-
ment options:

• A guaranteed investment con-
tract with Hartford Life Insurance
Co. with an initial interest rate of
12.22%.

• The Ryder System Federal
Credit Union Fund, with a quar-
terly interest rate that is the aver-
age of the previous quarter's Trea-
sury bill rate plus 0.5%.

• A conservative-growth mu-
tual fund, manged by Lord, Abbett
& Co. under its Affiliated Fund.

• An aggressive-growth mutual
fund, managed by Putnam Man-
agement Co. Inc. under the Putnam
Voyage Fund.

• Ryder System Inc. common
stock.

Regardless of the savings plan an
employee chooses, he or she can
contribute between a maximum of
10% of each paycheck or $2,000 a
year, whichever is greater. Or, an
employee may contribute a specific
dollar amount, as long as it's at least
1% of each paycheck.

Employees may elect to partici-
pate in any or all of the five invest-
ments, but they must split their
contributions into 20% or 25% sec-
tions. An employee can change the
amount of his or her contribution,
redirect the contribution or trans-
fer funds from one fund to another
only twice a year.

Employees can join the plan
during any May or November en-
rollment period.

Ryder will match 50% of the first
$200 that employees save annually.
For example, it was explained dur-
ing the teleconference that an em-
ployee who contributed $400 really
would receive $500 because the
company contributes $100.

Employees will vest in the com-
pany contributions at a rate of 25%
a year; after four years, they will be
100% vested.

After two years, employees may
receive a loan of up to 50% of his or
her vested account balance. The
minimum loan is $1,000 and the
maximum loan is $50,000. It may be
paid back over 54 months through
payroll deductions, with the inter-
est-also tax-deductible-credited
back to that account.

"You'll actually be borrowing
from yourself and paying yourself
back with interest," the telcast nar-
rator touts.

Like most 401(k) plans, Ryder's
permits an employee access to the
funds only if he or she is retiring,
leaving the company, has become
totally disabled or shows evidence
of a strong hardship case.

The trustee for the plan is New
York-based Bankers Trust-Invest-
ment Management Group, the
fourth-largest manager of tax-ex-
empt assets in the United States,
according to Pensions and Invest-
ment Age magazine.

Ryder will administer the plan
itself, Mr. Charles says, using a Im-
pleFacts, a computerized record-
keeping system manufactured by
ERISCO Inc. in New York. .
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It may be the smallest business on the block, but that doesn't
make it any less important in our eyes.

At The Travelers, we put the same care and planning into group
insumnce programs for customers with two employees as we do for
customers with two thousand.

Because we understand the common needs ofall businesses,
big or small.

1•r

The Travelers new 1984 small group progmm offers lim
insurance up to $100,000 with no medical underwriting for Groups
of ten or more.

•1• •

It provides disability income benefits up to $1,000 per week.
What's more, there's a variety of health plan choices available,

including a special health care cost containment option.
All this with efficient and effective service.

The fact that The Travelers is a leader in small group insurance
•1

is no accident. It's because we recognize a giant market out there-
small businesses. We think you should, too. TheRavelerCFor more information, contact The
Travelers Group Representative in your area. One Tower Square, Hartford, CT 06115

The Travelers Insurance Company and Its Affiliates
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Work-and-family seminars help parents cope
By DIANE KASTIEL

To help their employees be better
workers and parents, a growing
number of employers are crossing
the time-honored line that has kept
employees' family problems out of
the workplace.

Corporate giants like Time Inc.,
Digital Equipment Corp. and Philip
Morris are sponsoring "work-and-
family" seminars in company con-
ference rooms-and often on com-

pany time-to help working par-
ents cope with their dual roles.
Some medium-sized firms are get-
ting involved, too.

And, as the number of single par-
ents and working mothers con-
tinues to rise, experts expect the
need for this kind of employer sup-
port to become even more urgent.

The U.S. Bureau of Labor Statis-

ties reports that 21.5 million work-
ing women have children under
the age of 18.

"The question is, how can a per-
son have a good, solid family life
and raise good kids and, at the
same time, give to the job what
they need to progress?" asks Mi-
chael Blanco, assistant vp of human
resources at Banker's Trust in New

York. "We just know that it is more
and more an emerging concern.
Skills are needed to manage both
ends."

Employers are finding that help-
ing their employees cultivate these
skills does not have to be prohibiti-
vely expensive and can benefit
companies through improved em-
ployee productivity, heightened
employee morale that can hold
down staff turnover and reduced
health care costs.

Outside experts usually conduct
the actual seminars, although a
company can use in-house experts.

Time Inc., the New York-based
publishing company, has sponsored
several work-and-family seminars
during lunch hours as part of its
"Resources for Working Parents"
program.

Last fall, seminars were spon-
sored on finding time to handle
both a job and family, managing
the holidays, returning to work
after having a baby and living with
a teen-ager.

Time hired a psychiatrist for
one session and staffers from the

Work and Family Life Study at
Bank Street College of Education
in New York and the Center for

Parenting Studies at Wheelock
College in Boston to conduct the
other seminars.

This spring, Time offered two
three-session workshops on man-
aging maternity leave and single
parenting.

Both were conducted by outside
consultants and Carol Kirsch,
Time's employee relations coordi-
nator.

A total of about 400 employees
participated in the fall and spring
workshops, which cost Time a total
of about $5,000, said Margery So-
belman, Time employee relations
associate.

Early this year, Digital Equip-
ment Corp. hosted two work-and-
family fairs for the 2,300 employees
at its Westminster, Mass., and
Salem, N.H., facilities.

The fairs, designed and produced
by the Managing Work and Family
Systems division of Coping with
the Overall Parent/Pregnancy Ex-
perience (COPE) in Boston, lasted
an entire workday and featured in-
formation tables, films and a noon-
time panel discussion.

Staffers from COPE were avail-

able to answer questions, and em-
ployees could visit the fairs
throughout the day.

According to Joseph Jacquet, se-

nior buyer at Digital, the fairs cost
about $000 each.

The Defense Communication

Agency of the U.S. Department of
Defense sponsored its first two
work-and-family seminars in April
of this year at a eost of $900. About
45 employees participated in the
three-hour seminars, conducted by
Philadelphia-based R.sources for

Paren-s at Work.

Thomas C. Billet, a benefit con»
sultant at Johnson & Higgins in
New York, says this sype of benefit
is here to stay.

"Until now, employers didn't
want -c get involved in their em-
ployees' lives out of the office. Now
they're sirting to realize that what

.$

WE'RE SERIOUS
ABOUTYOUR
BUSINESS.

happens out of the office :ffects
their employees' performance."

Actually, corporations were
"acutely aware" of *is phenomena
by the mid-1970s, according to
Sheila Akabas, director of the In-
dustrial Social Welfare Center at

the Columbia University School of
Social Work in New York. They
responded by launching employee

assistance programs, which include
the work-and-family seminars
along with other programs like
drug and alcohol rehabilitation.

"Companies were beginning to
understand that the welfare of
workers was closely tied into the
welfare of the company," Ms.
Akabas says.

Continued on facing page

There's risk even in a model environment. There's exposure
no matter how well planned your operation. There is a
hidden problem in even the smallest detail.

BRI Coverage Corp. is Kared to identify and solve
problems. BRI Coverage Corp. is a full ser.vice, comprehensive
insurance brokerage firm that specializes in the analysis of
hidden risks and finds economical solutions to those prob-
1€ms no matter what the field.
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Continued from facing page
"And unions were beginning to

understand that they alone could
not provide all the things that
workers needed. It was essential to

cooperate with the company to be
totally responsive to the multiple
needs workers were presenting."

The first work-and-family semi-
nars were conducted jn 1976 by the
Texas Institute for Families, a now-
defunct non-profit research organi-
zation in Houston. It offered them

free to corporations as part of the
Bicentennial celebration.

According to estimates from re-
searchers in work-and-family stud-
ies, at least 50 to 100 major corpora-
tions, military units and profes-
sional organizations have since
held work-and-family seminars.

However. only in the last year
and a half did these seminars at-

tract much interest, as corporations
began to respond to the needs of a
work force consisting, in large part,
of two-career couples and single
parents who daily juggle their jcbs
and families.

The forerunners are either in the

We provide risk manasement services devoted to
reducins both exposure and cost, We design effective and
cost-efficient prosrams that direct themselves 'rcm the
largest to the most obscure risk in fields ranging from ocean
marine to employee benefits  from workers'compensation
to self insurance and captives. from surety to risk retention
and much more.

Certainly no problem is too big for BRI Coverage Corp, But

"They came to us
and said, 'Hey, 1
really liked that,"'
says Lynn Hall of

Data General.

"growth industries," like high-tech
corporations, which are improving
their benefit packages to recruit
workers, or in organizations with

large numbers of female employ-
ees, like hospitals and banks.

Data General Corp., a computer
research and development corpora-
tion in Research Triangle Park,
N.C., sponsored a half-day "work-
ing parent" seminar last July. It
was conducted by Workplace Op-
tions of Raleigh, N.C., a consulting
firm specializing in child-care
issues.

According to Lynn Hall, person-
nel assistant for Data General, the
company didn't have to do a post-
seminar survey of the 12 employees

just as importantly no problem is too small to receive the
proper care and attention. Not when ifs your problem.

EB SRI COVERAGE CORR156 William Streer, New York, NY 10038
212-233-7171 800-221-5080
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who participated to find out if theiI
effort was worthwhile.

"They came to us and said, 'Hey
I really liked that,' " Ms. Hall says.

Earlier this year, Phoenix Mu-
tual Life Insurance Co. in Hartford,

Conn., conducted seminars for
their employees' "latchkey" chil-
dren who are responsible for their
own care after school while their
parents are at work.

ents participated in workshops at
the Hartford and Greenfield com-

pany headquarters.
Sessions for the children in-

fely from school and what to do in
an emergency. They also provided

their frustration over a home situa-

more responsibility and often limits
their after-school activities.

The program, called "I'm in
Charge," was five 90-minute ses-
sions. It was designed by the Kan-
sas Committee for Prevention of

Child Abuse and facilitated by Par-
ents Anonymous of Connecticut.

Phoenix Mutual also sponsored

the stress of being a working parent
and finding quality day care for in-
fants and toddlers. The Capital Re-
gion Education Council, an educa-
tional service center in Hartford,
conducted the workshops.

"We intend to offer, in the fu-
ture, anykind of services to help
our working parents," says Cynthia
Williams, director of Equal Em-
ployment Opportunity for Phoenix
Mutual. "We want to keep it up, but
it depends on the needs of the par-
ents."

Banker's Trust has sponsored
three work-and-family seminars
since November 1982 and plans to
offer them every six months.

Continued on nert page

Men less likely
to participate
Women employees are more

likely to participate in work-
and-family seminars than are
male employees, but there is
some interest among men.

Stephen Segal, president of
Philadelphia-based Resources
for Parents at Work, says that
in an organization with an
equal number of male and fe-
male employees, mothers will
outnumber fathers 5-to-1 in

most work-and-family semi-
nars.

"Even though it's changing,
the woman in the house is

often the responsible person
for child care," says Farley
Bernholz, president of Work-
place Options, a child-care
consulting firm in Raleigh,
N.C., that offers

work-and-family seminars.
Mike Blanco, assistant vp of

human resources at Bankers
Trust in New York, says that
although men usually com-
prise only about 10% of the
participants in the seminars
his company has offered, those
that have participated are en-
thusiastic.

"It's heartening for me to see
that the men are as involved as
the women and are as effec-

tive as parents," he says.
In an article in the March

1984 issue of Personnel Jour-

nal, Mr. Segal wrote, ". . .a
growing number of men are
becoming familiar with the
difficulties associated with ful-

filling responsibilities to both
work and children. Just as role
definitions are becoming
blurred in the workpla¢e, they
are also broadening at
home....

"These working fathers ap-
preciate and use employer-
sponsored family supports."
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Firms avoid seminars for several reasons
Although some employers are

enthusiastic about work-and-fam-

ily seminars, others are still hold-
ing back.

The primary reason for their
skepticism is lack of information
on the relationship between work
and family.

Such research is usually buried
in journals on psychiatry and be-
havioral science-publications not
often found on the benefit man-

ager's desk.
"Unless a manager has a Ph.D.

and academic training, they won't
even know to go to those publica-
tions," says Dana Friedman, senior
research fellow at the Work and

Family Information Center of The
Conference Board, a non-profit or-
ganization in New York that pro-
vides information to 15,000 manag-

ers in 4,000 corporations.
The board expects to publish

three reports this fall on work-and-
family topics.

Other organizations doing re-
search in this area include Catalyst,
a national non-profit organization
that advocates the full participation
of women in business and the pro-
fessions; the Social Welfare Center

at the Columbia University School
of Social Work; and the Work and

Family Life Study at Bank Street
College in New York.

Many companies shy away from
work-and-family seminars because
of a traditional belief in the separa-
tion of work and family.

This attitude stems largely from
a push from unions in the 19305 to
stop corporations from interfering
in an employee's personal life.

Even today, Ms. Friedman notes,
"there's a fine line between support
and interference."

Proponents argue that the volun-
tary nature of the seminars clearly
keeps them on the support side of
the line. They also point to partici-
pants' reactions to the seminars.

"There's a lot of enlightened par-
ents coming out of this thing," says
Michael Blanco, assistant vp of
human resources at Banker's Trust
in New York.

Some employers back away from
the seminars to avoid opening what
they may feel is a can of worms.

"Once you open the door, there
are problems you have to deal
with," concedes Farley Bernholz,
chief executive officer of Work-

place Options, a child-care consult-
ing firm in Raleigh, N.C.
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But, opening the door may open
up communication about employ-
ees' needs-communication that

may save the employer money.
In one company Ms. Bernholz vi-

sited, a pre-seminar survey showed
that employees didn't need or want
the $50,000 day-care center the
company was about to build. They
wanted support from the employer
in the form of work-and-family
seminars. So the company spon-
sored a seminar-for $2,500.

In many cases, employers have
not responded to their employees'
needs because the employees have
not asked for help.

Stephen Segal, president of Re-
sources for Parents at Work, a
Philadelphia-based firm that offers
work-and-family seminars, says
about half the firms that have de-

Reserve Your Copy Today

(28020024
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clined to sponsor a seminar say the
working parents they employ
haven't asked for help in balancing
their two worlds.

A report of the Conference
Board's Working Parents Project
says, "The most direct way for par-
ents to receive consideration of

their familial needs by manage-
ment is by asking management for
assistance. Unfortunately, this most
obvious and direct strategy is
rarely used."

Ms. Bernholz says this is only
partly the employees' fault.

"In a lot of cases, people haven't
really spoken up about what they
need. But the employer has to pro-
vide a conducive atmosphere for
that dialogue. You have to be an
open type of company to allow that
kind of dialogue to take place." .

Groups can help
with seminar plans

The following organizations
offer free or inexpensive in-
formation on work-and-family
seminars.

• American Assn. of Uni-

versity Women, 2401 Virginia
Ave. N.W., Washington, D.C.
20037; 202-785-7700.

• Catalyst Career & Family
Center, 14 E. 60th St., New
York, N.Y. 10022; 212-759-
9700.

• Center for Parenting
Studies, Wheelock College, 200
Riverway, Boston, Mass. 02215;
617-734-5200, Ext. 214.

• The Conference Board,
845 Third Ave., New York,
N.Y. 10022; 212-759-0900.

• Family Matters Project,
Department of Human Devel-
opment and Family Studies,
Cornell University, Ithaca,
N.Y. 14853; 607-256-7610.

• Family Study Center, 114
Home Economics West, Okla-

homa State University, Still-
water, Okla. 74078; 405-624-
6696.

• Home and School Insti-

tute Inc., Special Projects Of-
fice, 1201 16th St. N.W., Wash-
ington, D.C. 20036.

• Industrial Social Welfare

Center, Columbia University
School of Social Work, 622 W.
113th St., New York, N.Y.
10025; 212-280-5173.

• Kansas Committee for

the Prevention of Child

Abuse, 214 W. Sixth St., Suite
301, Topeka, Kan. 66603; 913-
354-7738.

• Coping with the Overall
Parent/Pregnancy Experi-
ence, 37 Clarendon St., Boston,
Mass. 02116; 617-357-5863.

• National Committee for
the Prevention of Child

Abuse, 332 S. Michigan Ave.,
Suite 1250, Chicago, Ill. 60604-
4357; 312-663-3520.

• Parents in the Work-

place, 906 N. Dale St., St. Paul,
Minn. 55103; 612-488-7284.

• Project Enlightenment,
Wake County Public School
System, 501 S.Boylan Ave.,
Raleigh, N.C. 27603; 919-755-
6935.

• San Antonio Coalition for

Children, Youth and Families,
1101 W. Woodlawn, Room 205,
San Antonio, Texas 78219; 512-
732-1051.

• Vocational Education

Work and Family Institute,
524 Capitol Square Building,
550 Cedar St., St. Paul, Minn.
55101; 612-296-6516.

• Work and Family Life
Study, Bank Street College of
Education, 610 W. 112th St.,
New York, N.Y. 10025; 212-
663-7200.



WHO SAYS YOUR
EMPLOYEES AREN'T PLANNING

FOR THEIR RETIREMENT?

Most people realize there's not much security in
Social Security

And that few pensions can stand up to inflation.
Most people know perfectly well they should be sav-

ing for retirement. But they're still not doing it.
Not because they don't have the foresight.
But simply because they don't have the money
Orthe discipline.
The truth is, short of winning a lotterK many people

don't have a hope of accumulating enough savings, on
their own, to see them comfortably through retirement.

Which is why more and more employers are offering
their employees the chance to save in the only way they
realistically can.

Little by little. Week by week.
In fact, at Connecticut General, a CIGNA company,

we're already administering more than two billion dollars
of employee retirement savings foremployees at over
2,000 corporations.

And we're helping those employees save in the most
advantageous way

Because we offer every majortax-advantaged

savings plan that's currently available.
From 401Ks to IRAs to Voluntary Investment Plans for

individual employee contributions.
But more than that, we also offerthe kind of service

that makes it feasible for a corporation to make these plans
available.

Because we're prepared to help with everything from
employee communication, to plan administration, to pro-
Viding a range of investment alternatives.

And we're prepared to do it with one of the largest,
mostexperienced staffs in the industry

So if you're interested in discussing a savings plan
designed for your corporation, please call your broker or
your local Connecticut General representative. Or if you'd
like more information on employee retirement savings
plans in general, write to CIGNA Corporation, Department
RE, One Logan Square, Philadelphia, Pennsylvanial9103.

We'll help you give your
employees a means of retire-
ment planning that's a little CIGNA
more secure than the one

they're probably using now.
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extremely valuable tool for employer and employee alike. If
they can be made manageable and comprehensible.

But that's a big i£
Because a program that's endlessly flexible may also be

endlessly complicated. At Metropolitan, we've created flexi-
ble benefits programs that are

easier to administer and easier <
for employees to understand.

FLEXIBLE BENEFITS

Metropolitan's modular
approach is one example. By i
grouping benefits into a fixed
number ofprepackaged
options, your employees get a
simpler means of tailoring a
plan to their individual needs.
And that can help you attract
and retain desirable

employees.
Equally important is the

computerized administration C-/1,p.,I,t.i]
Metropolitan provides. To  -
help set up a plan. And to keep it running smoothly:

Talk to America's leading group insurer about flexible
benefits. You'll get knowledgeable advice on how to create a
manageable, cost-effective plan.

And that's the simple truth.
For more information on any of our group benefits pro-

grams, call your broker/consultant or your Metropolitan
Group Representative.

 MetropolitanInsurance l Companies

Group Life/Health Insurance

METROPOLITAN REALLY STANOS BY YOU.

© 1984 Metropolitan Life Insurance Company, New York, NY
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spotlight report

Child-care referral benefits coming of age
By MARGARET LeROUX

While few employers provide
child care as a benefit, an inereas-
ing number of them are helping
employees find care for their chil-
dren by establishing information
and referral services or purchasing
the information from community
services.

Sometimes referred to as re-

source and referral, these services
give employees up-to-date infor-
mation on child-care providers
with openings available, location
and cost of the services as well as

other pertinent information.
Most services don't guarantee a

perfect fit between parents and
providers, but virtually all offer
employees help in determining
what is or is not a good child-care

situation.

"Information and referral ser-

vices are the hottest thing in child-
care benefits right now," said
Florence Glasser, child-care policy
adviser with the North Carolina

state Division of Policy Develop-
ment.

Ms. Glasser noted a "hunger for
information and child care that we

never imagined existed" when she
received more than 8,000 requesrs
for a booklet she and her division

prepared on child-care options for
businesses after it was mentioned
in a Business Insurance article on

child-care benefits two years ago
(BI, June 21, 1982).

"A lot of companies didn't know
how to approach the whole issue of
child care two years ago," she said.
"Now a lot of them are easing into

it through information and referral
services; they've become very
trendy."

Frances Rogers, head of Rogers
& Associates, a Cambridge. Mass.,
consulting firm that works with
employers in finding child-care in-
formation, says, "It's no longer
scary for employers to be involved
in child-care issues. There are now

women executives and men who

are in decision-making positions
have wives or daughters who are
working mothers.

"Interest in the subject has in-
creased hugely in the five years
we've been in existence," Ms.

Rogers continued, predicting that
national networks of child-care in-
formation will soon be common.

Several child-care consultants

noted that a "major Fortune 500

company with operations across -he
country" will announce the estab-
lishment of a child-care informa-

tion hot line for employees in ali its
locations later this summer.

The company is said to be wo:k-
ing with Rogers & Associates, but
Ms. Rogers declined to identify it,

Among employers that are al-
ready veterans in the field of ch:ld-
care information assistance is

Steelcase Inc., Grand Rapids, Mich.,
the world's leading manufacturer
of office furniture.

Started as a part-time services in
1980, the Steelease Child Care Ser-
vice has developed into "a Cadilac
program," said Bonnie Negen, child
care coordinator.

In the past year the service has
referred more than 200 emplo>ees
in finding child care through tele-

This year American business will waste
billions onemployeehealth care benefits.

This year American busi-
ness will shell out at least

« $85 billion for employee
health care benefits.

In return, it will af-
ford employees medical
care for virtually every
health risk except one:
the number one killer in
America.

It's called lifestyle.
Diet. Exercise. Alco-

hol consumption. Smoking.
Common sense. Awareness.

They add up to the single
most important factor
in human health.

The Taking Care
Program.

For less than one

percent of what you're
presently spending for
employee health care
benefits, we'll show your
employees how to take
charge of their lifestyle.
How to take better care

of themselves and their
families. How to be

healthier, fitter, more pro-

ductive people who fall
illless often and less

seriously. And we'll give
them the on-going sup-
port and confidence and
motivation to care for

themselves and rely less
on unnecessary medical
care for minor complaints.

We call it The Tak-

ing Care Program. And
we're developing it on a
solid foundation of scien-
tific research that indi-

cates it can reduce visits

to doctor's offices by as
much as 35 percent. That
can translate into lower

costs for employee bene-
fits. And it can mean sub-

stantial reductions in

absenteeism and person-
net turnover-and im-

portant gains in your
employees' productivity.

Now You Can Do

Something About Run-
away Health Care Costs.

Act now to find out

how much The Taking

Care Program can mean
to you and your em-
ployees. Send for a free
copy of How You Can
mi. Control Employee
 Health Care
 Benefits
 Costs today.

620-5666.
Or call (703)

To: The Center for B Corporate Health Promotion
1900 Association DriveReston, VA 22091 

Subject: The Taking Care Progrom *
From:

Name

rompany 6=.

Street
SIr«

City State-Zip- *

 The Center *for Corporate *2
Health Promotion iS

One of The Travelers Companies *4

Good health isn't

something we buy.
It's something we do.

phone and in-person interviews.
A staff of four coordinators is

available during working hours to
Steelease's 7,000 employees in the
Grand Rapids area.

"When we first started, a survey
determined an on-site day-care
center was not what employees
needed; rather, they needed infor-
mation on care for infants, for
school-age children before and
after school and for night care," Ms.
Negen said.

The Steelease coordinators work
with 100 licensed in-home child-

care providers and 10 licensed day-
care centers in the Grand Rapids
area. Providers must comply with
state regulations, meet EEOC re-
quirements and follow the com-
pany's guidelines for discipline (no
spanking allowed) and must partic-
ipate in training workshops the
company provides.

"Once we've completed an inter-
view with an employee, we'll give
them three referrals to pursue," Ms.
Negen explained. "Since we've
done all the legwork, investigating
the providers, they won't be wast-
ing their time with providers that
don't have an opening."

Because Steelcase has a night
shift that runs until 2 a.m., there

aIso is a need for night-time care.
"We had a hard time finding child-
care homes in the community who
were willing to take children dur-
ing those hours, so we recruited
care givers among Steelease em-
ployees," Ms. Negen explained.

The company communicates in-
formation about the service

through employee newsletters and
meetings with supervisors.

To help some child-care provid-
ers get started, Steelcase lends
them equipment such as cribs,
highchairs and car seats.

The service "is a cost-effective

way of expressing our desire to be a
good neighbor and offer a service
that strengthens the child-care
community," states a brochure
Steelcase has prepared about its
child-care service.

Calvin Jeter, director of commu-

nications and employee services,
said that Steelcase views child care

"as both a company and an em-
ployee need. Having good child
care available for employees main-
tains their level of job satisfaction
and does have a relation to their job
performance," he said.

"Child care isn't a women's issue,

it's a people's issue," Mr. Jeter con-
tinued. "We find two-parent fami-
lies are our biggest users of the ser-
vice and last year male employees
made use of the service more than

any other group."
Steelcase funds the child-care

services program with a budget de-
scribed as "generous" by Ms.
Negen, though she declined to give
a dollar amount. For its part, the
service provides the company with
annual as well as monthly usage
reports.

"We're getting a computer soon,
so we'll be even more efficient,"
the child-care coordinator said.

A computer containing informa-
tion on more than 2,000 child-care
providers is what makes the Child
Day Care Assn. a popular informa-
tion and referral service wth em-

ployers and employees in the St.
Louis area.

Twenty-five local employers, in-
cluding Anheuser-Busch Co. Inc.,
the St. Louis Cardinals baseball

team and several banks and hospi-
tals, have contracted with the ser-
vice to assist their employees with
information over the phone.

An employee who calls will get
information on three providers
who have openings on the same
day the request is made or on the
next day, said Don Checkett, direc-
tor of the service.

Continued on page 37
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HAVE YOU REALLY

LOOKED AT YOUR

4 MEDICAL STOP/LOSS

CONTRACT LATELY?

BEST LIFE ASSURANCE COMPANY

OF CALIFORNIA

has one of the strongest contracts in the market. . and at a price that won't
make you squint! For more information call our Director of Marketing on our
toll free lines (Qualified TPA inquiries accepted)

In California 1-800-821-8837 Outside California 1 -800-854-741 7
BEST LIFE ASSURANCE COMPANY OF CALIFORNIA 4201 Birch Street, Newport Beach California 32660-1390

How do you control and minimize employee accidents?
How can they be prevented? What tell-tale clues do you
look for? You may not be staffed to answer these ques-
lions. But you can still do something about it. You car have
your company's managers and superviscrs become
Super Sleuths_and find out how to reduce risks. Ir'll make a
big difference in the short and long term health and safety of
your employees...your property...your products...and your

Ctek can help you make the difference. We're a nationa/
full service loss control organization. And one aspect of
our comprehensive service isto train yourmanagers and
supervisors in the proper safety and loss control prac-
tices of the workplace. Our 5-part, 5-hour audio,visual
course, Supervising for Safety, includes:

Ctek can make
your employees
Super Sleuths.

We'll train your managers and supervisors to de-
tect safety and health hazards. First-hand knowl-
edge of safety and health hazards in the plant
means the difference between profit and loss.

• Safety Program Overview
• Safety Audit and Inspection
• Accident Investigation, Record Keeping, and Reporting
• Developing and Maintaining Positive Safety Attitudes
• Job Hazard Analysis

Supervising for Safety is not "canned" Each segment in-
cludes a slide/cassette presentation followed by a workshop
and guided discussion. And we'll teach it at your place, our
place, or any place you choose.

Let us make your people Super Sleuths. Investigate us. Ask
our accounts about us. And call or write to Ray Auckerman,
Marketing Manager, for literature about this training course,
and others. Everyone inyourcompanybenefits when you do.

T SUPER

SLEUTH 

• The 1984 editicn of tne "Cata-

log of American Naticnal Stan-
dards" is available f-cm *.e Ameri-
can National Standeris Institute.
The 168-page ca-aloG .ists all eur
rent ANSI-appre,ed standards,
which establish dimens: ons, rat-
ings, test methods and safety re-
quirements for al] types of ma-
terial, eqLipment, end iroducts,
The catalog i: avail:bl. free of
charge to members Non-members
may obtain a copy by sending $10
to the American Katknal Stan-

dards Institute, 1430 Broadway,
New York. N.Y. 10013.

• "Claims, Con and Crimes ' lS
a study cf insurance fraud. Topics
covered _n this 100-page Dookler in-
clude arson. marine fraui and "bad

faith" cases. Fraud co,trol pro-
grams available to ·he insurance
industry a_so are d:scussed. Copies

6

info

are avilable for $11, plus $1
postage (California orders, add
sales tax). To order a copy,
write Lee Books, P.O. Box 906,
Novato, Calif. 94948.

• The "Certified Financial
Planner" is a portfolio
designed to keep insurance
documents in order by conso-
lidating information on all pol-
icies-group life/health, dis-
ability, umbrella and prop-
erty/casualty-for quick
reference and review. This
planner also has forms for
pension and profit-sharing in-
vestment and budget prepara-
tion. The 20-page planner is
available for $8 from the Cer-
tified Financial Planner, 40
Bluebird Lane, Plainview,
N.Y. 11803.

• "Executive Compensa-
tion: The Role of Junior
Stock" is the topic of the Feb-
ruary issue of the Kwasha
Lipton newsletter. The six-
page newsletter tells how ju-
nior stock works, discusses

accounting treatment of and
tax issues relating to junior
stock, and compares junior
stock to other stock vehicles.
For a free copy, write De-
partment M, Kwasha Lipton,
P.O. Box 1400, Fort Lee, N.J.
07024.

• OSHA standards for
construction, longshoring,
shipyard and general indus-
try are outlined in four book-
lets from the Occupational
Safety and Health Administra-
tion. "Longshoring Industry"
is a 256-page book that con-
tains all the industry safety
and health standards applica-
ble to marine terminals and
longshore operations. "Ship-
yard Industry" contains 143
pages and includes the com-
plete industry safety and
health standards for shipyard
operations, both on vessels and
onshore. The 83-page "General
Industry" and the 69-page
"Constructon Industry" con-
tain selected safety and health
standards that are most fre-

quently overlooked and stan-
dards covering situations that
are particularly hazardous.
For free copies, write OSHA
Publications Office, 200 Con-
stitution Ave. N.W., Washing-
ton, D.C. 20210,

• "Legal Aspects of Private
Security" covers all areas of
law that apply to private secu-
rity. It delineates the differ-
ences between public law en-
forcement and private security
personnel in terms of the
power each may exercise. To
order, send $16.95 to Anderson
Publishing Co., P.O. Box 1576,
Cincinnati, Ohio 45201.

• A four-page guide to se-
lecting fire detectors focuses
on infrared andultraviolet

units, detailing how they work
and pointing out advantages
and limitations of each. The

guide also includes data about
black-body radiation and how
it affects detector sensitivity.
Free copies are available from
Detector Electronics, 6901 W.

110th St., Minneapolis, Minn.
55438.

.

Have a new report, booklet or
promotional brochure you'd like
to send to buyers of insurance ?
Business Insurance will describe
material costing Zess than $25 as
an editorial service in the weekly
Info for Buyers column. Address

all contributions to Info for
Buyers, Business Insurance, 740
N. Rush St., Chicago, Ill. 60611.
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Continued from page 34
If none of the three openings

is satisfactory, the employee
gets a computer printout of all
the available services that

have openings for child care.
"The questionnaire we com-

plete with employees over the
phone contains sections on 10-
cation, hours care is needed
and type of care, so that the re-
ferrals are customized for each

employee," Mr. Checkett said.
"We also advise them on

how to be good child-care con-
sumers; we teach them how to
conduct an interview with a

provider and what to look for
at the provider's home or at
the center," he said.

Employers get a quarterly
report on usage of the service
that includes a profile of em-
ployees who use it.

"This kind of information

will be helpful to companies in
planning for the future," Mr
Cheekett said.

Although there's no limit on
how often an employee can
use the service, they are asked
to give an employee number
when calling, to prevent abuse
of the service.

The cost to employers
ranges from about $1.07 per
employee per year for those
with 3,000 or more employees
to $2.25 per employee per year
for employers with fewer than
500 employees, who must pa>
at least $100.

Since the service lists such a

large number of child-care
providers, "there is no way we
can visit and evaluate them

all," Mr. Checkett said. The
service does require all its
listed providers to meet state
regulations.

"We coach parents in select-
ing a provider, and after the
child has been placed, we ask
them to rate the provider," Mr.
Checkett said. "As we collect

reports on the providers, we'll
make that information avail-

able to parents who are look-
ing for care."

A citywide information and
referral service also is operat-
ing in Cleveland, where four
employers pay for information
on child care from the Center

for Human Services, Childcare
Information & Referral.

Ameritrust Bank, St. Vin-
cent's Hospital, the Cleveland
Board of Education and the

University Hospital are the
employers that use the service.

Working part time-some-
one from the center conducts

interviews at employer sites
weekly-the center has served
167 employee families and
placed 200 children in the past
year, said Mary Kerrigan, the
center's director.

"We interview employees,
give them some child-care
consumer information and get
back to them with a referral

within a day," she said.
The center plans to expand

its activities beyond the Cleve-
land area in the future.

"That way we can serve
people who may work in
Cleveland and live in Akron,"
the director explained. 'We're
finding among our employer
clients a need for child-care

information for employees
being recruited or relocated."

A corporation that's testing
information and referral ser-
vices in New York is Equitable
Life Assurance Society of the
United States. The insurance

company had tested a program
with Kinder-Care day-care
centers providing space for
children of Equitable employ-

ees in three cities, but found it to be
unworkable, according to Philip
Rivera Jr., director of employee re-
lations.

"Even though Kinder-Care is a
mass provider of day-care centers,
it's not all in the locations we are,
and to offer equal access to all em-
ployees, Equitable would have to be
in the day-care business itself," Mr.
Rivera said.

Instead, the company is now of-
fering child-care information to all
employees and day-care referrals
in New York City on a trial basis.
The company signed a one-year
contract with Child Care Inc. to
provide information on day-care
openings by telephone.

"We may look at the feasibility of
offering such information on a na-
tionwide basis," Mr. Rivera said.

'Child-care isn't a

women's issue, it's a
people's issue,' says

Calvin Jeter of

Steelcase Inc.

The child-care information pro-
gram distributes articles on a num-
ber of related issues to any Equita-
ble employee who requests it.

Another approach to information
and referral services, an employer
consortium founded two years ago
in Hartford, Conn.. has since ex-
panded its operations.

"The consortium is alive and

well and has sensitized a lot of peo-

ple about child-care issues," said
Frances Roberts, director of Con-
necticut's Office of Childcare.

Besides information and referral

to day-care providers in 40 commu-
nities in the greater Hartford area,
the consortium also provides par-
enting seminars for employees and
day-care training for providers.

Each employer in the consortium
has trained an employee to handle
requests for information about day
care, and at one of the five consor-
tium members, Aetna Life & Casu-
alty Insurance Co., the day-care co-
ordinator is a fulltime position.

Other members of the consor-
tium are Hartford Steam Boiler In-

spection & Insurance Co., Travelers
Insurance Co., Hartford National
Bank, Connecticut Bank & Trust

OVER 5,000
ATEAM
0 (AND RISING)

With QicCIaim and Q
Team support, more
than 5.000 companies
are administering
employee benefit
plans covering more
than 2 million people.

Join tile winning team in lie

HEAUH CLAIMS MANAGEMENT SYSTEM

Features like in-depth manage-
ment information reporting for
cost containment, total expand-
ability and affordability have
made QicCIaim the proven
leader with more than 80 in-
stallations nationwide

QANTEL
BUSINESS COMPUTERS
a Mohawk Data nces Company

The onty computer rranufac-
turer with the techno ogical
commitment to the employee

benefits administration industry.
Backed by a network of 2.500
sales and service personnel
and more than 20.000 busi-
ness system installations
worldwide.

Q
TEAM

Achieving new levels of
support through initiqtion of
the QicCIaim Client Association.
A cooperative organization
geared to meet the rapidly
growing needs of QicCIaim

Co. and Connecticut Natural Gas
CO.

The consortium's first-year bud-
get of $35,000 for information, re-
ferral and parent-education semi-
nars has grown to $46,000, appor-
tioned among employer members.

The consortium has provided
companies "an opportunity to get
some strength in numbers in terms
of our ideas," said Brenda Berardy,
who represents Hartford Steam
Boiler on the consortium's board of
directors.

The consortium's new projects
include production of a videotape
on how to establish a consortium
and how it works, some legislative
lobbying on establishment of child-
care facilities for state employees
and a bond issue to fund child-care
centers. m

aim claims administratio
users...facilitating communi-
cation among members..
developing joint marketing
strategies and implementing
the latest technologies at
substantial cost savings.

Rise above the crowd...join
the Q Team on the leading
edge of health claims adminis-
tration technology and system
support

FilmS
RESOURCE INFORMATION
MANAGEMENT SYSTEM& INC.

Phone: 312/789-0230

i Please send me more Infor
i motion on QkClaim and Q
 Team support
1 Name

: TIN.
i Company

1 Add¢41$

: Cw
I 3:ate Zio

R
1 Phone C )

 Resource Information
• Management Systema, inc
I 2015 -SnrinA Road Suite 220
I Dept Timb
; Ook Brook Il 60521
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PAYSOPs are popular, despite questions
By ANDREA BROX

Although it's no T-bone steak,
experts agree Payroll-Based Em-
ployee Stock Ownership Plans are
giving a lot of companies a free
lunch. But the verdict is still out on
whether a PAYSOP is worth the
wait in line.

"It's a freebie, so it's hard to find
a reason why you wouldn't want
one," said Lloyd Kaye, principal at
benefit consultant William M.

Mercer-Meidinger Inc. in New
York.

"But I've seen a few companies
just ignore it because it's not worth
much. They figure it's just not
worth fussing with," he said.

In a PAYSOP, the employer is
given tax credits that are used to set
up individual company stock ac-

counts for employees.
Through 1984, the credits equal

0.5% of annual payroll. This will in-
crease to 0.75% of payroll for 1985
through 1987.

PAYSOPs replace Tax Credit
Reduction Act Stock Ownership
Plans-or TRASOPs-that based

available tax credits on annual cap-
ital investments rather than pay-
roll.

Because of this, TRASOPs almost
exclusively benefited high-capital
companies and often provided em-
ployees with company stock equal
to 12% of annual pay, said Louis
Granados, managing director of the
Employee Stock Ownership Plan
Assn. in Washington.

The switch in 1983 from capital-
expenditure to payroll-based tax
credits for these defined contribu-

tion plans was allowed under the
Economic Recovery Tax Act of
1981. The new law reflected a con-

gressional effort to redress what
many saw as longstanding discrim-
ination against labor-intensive
companies.

Although PAYSOPs have only
been around for a little more .han a

year, they have piqued substan-
tially more employer interest than
their predecessor.

More than 62% of 384 Fortune

Directory companies have or are
planning to establish a PAYSOP,
compared with 48.7% that had
TRASOPs. And an additional 11.2%

are considering implementing a
plan, according to a survey released
this spring by Hewitt Associates, a
Lincolnshire, Ill., benefits consult-
ing firm (see story, page 40).

But even though more employees
may be getting a slice of the pie, the
pieces are being cut thinner.

"People who were getting 12% of
pay (under TRASOPs) are now get-
ting one-half a percent," Mr. Gran-
ados said.

A PAYSOP currently provides
the average employee with about
$125 worth of stock annually, ac-
cording to the Hewitt survey.

And although not many employ-
ers are complaining about the addi-
tional tax credits, some are won-
dering if the PAYSOP benefits are
large enough to be meaningful to
workers and make them feel like

they have a share in the company.
"Any service company that

doesn't have a PAYSOP is behind

the times. It's free money, so why
not take it?" said Jack Aalseth,

REHABILITATION SPECIALIST ?
OR

REHABILITATION GENERALIST ?

Crawford provides the ri ht
expert, not just an expert.

etting an employee back on the job after a
disabling incident often requires two dif-
ferent skills: stabilizing a medical condition

and vocational placement Findingboth ofthese skills
in one person is like finding a baseball-playing
concert violinist

That is why Crawford Health & Rehabilitation
Services have available to you separate experts,
medical and vocational, in more than 100 locations
across the county.

Crawford Vocational Consultants have master's

degrees in a rehab-related fteld And our Medical
Services Consultants are RNs. All Crawford consul-

tants average farmore than two years ofrehabilitation
experience and all are Crawford-trained in the latest
methodologies.

When you refer a case to Crawford Health &
Rehabilitation Services, the right expert is assigned to

that case. The Crawford manager analyzes the file,
assigns the case, and then regularly reviews its
progress. You can be sure that all your reports are
monitored by the branch manager to assure their
accuracy and completeness. Both the consultant and
the Crawford branch manager have an interest in the
successful resolution of each case. This insures that

you have the reliable information you need on which
to base your claims rehabilitation decisions. That's the
Crawford way.

For more information, contact:

Barry LaFleur, VP-Marketing
Crawford & Company
5620 Glenridge Drive, NE, Suite 423
Atlanta Georgia 30342
(404) 256-0830

CRAMORD & COMPANY
AISK MANAGEMENT SEAVICES

president and chairman of the
board at Evaluation Research

Corp., a Vienna, Va., engineering
and software service company.

"But when you take the PAY-
SOP contribution, it's so small it's

hard to sell. Anyone likes what
they didn't get before. But someone
that makes $15,000 doesn't fall all

over himself for an extra $75 (a ,
year)," Mr. Aalseth added.

Another service organization,
Lowe's Co., has tripled its tax cred- ,
its under the payroll-based plan, 
according to Edgar Spears, director
of personnel operations at the
North Wilkesboro, N.C.,-based

company that operates a chain of
home center stores.

"We like it because it's funded by
tax credits, and we couldn't in good
conscience pass it up because it's a
benefit to our employees," Mr.
Spears said.

Although Lowe's clearly has
benefited from the PAYSOP

switch, Mr. Spears added, "The
PAYSOP in the near term will not

do anything for productivity. Peo-
ple just don't notice it yet. The ben-
efits are not quite big enough to get
people excited yet."

Several benefits consultants also

are skeptical about the PAYSOP's
role in increasing job productivity.

"I don't think it will be a nega-
tive. But I don't think it will be

substantive in making employees
feel like they own part of the com-
pany," said Thomas Barratt, a con-
sultant at the Wyatt Co. in Detroit.

That's not to say PAYSOPs won't
increase productivity; they just
may not live up to expectations, he
added.

"They give employees such a
trivial amount of stock. If the econ-

omy could afford it, it would be
nice to see the percentages a lot
higher. Now, that could be mean-
ingful," Mr. Kaye said.

Others think PAYSOPS can pro-
vide a meaningful benefit in the r
long run.

Benefits, including dividend al-
locations, add up over time; there-
fore it's important to look at more
than just the initial contribution,
said Ray Maddock, a lawyer for
Hewitt Associates, who has worked

extensively with PAYSOPs.
For example, an employee who

makes $20,000 a year, and whose
employer started a PAYSOP in
1983, can expect to make about
$1,000 by 1987, Mr. Maddock said.

"Transform that into taxes that

the employer would otherwise pay
to the government and you have a
worthwhile aggregate benefit," he
said.

"Over time it can be a reasonably
good supplemental benefit," said
Michael Ryan, vp at the Boston of-
fice of Towers, Perrin, Forster &
Crosby. "But when they (the em-
ployers) look at the relatively small
numbers it generates in the first
few years and they balance that
against the administrative costs,
they scratch their heads."

Administrative costs will vary
depending on the complexities of
the PAYSOP and whether an indi-

vidual account plan is already in
place in the company, Mr. Ryan
said.

Start-up expenses-including a
legal plan document-for an em-
ployer with an already established
individual account plan generally
will be between $5,000 and $10,000.
Ongoing costs will run about $2 to
$3 per employee. "But it could cost
five times that," he added.

At MCI Telecommunications

Corp. in Washington, administra-
tive expenses of starting up a PAY-
SOP were significantly defrayed by
an existing plan.

"There was no real additional

cost with administrating the PAY-
SOP because we already had an

Continued on facing page



Continued from previous page culating the discrimination test ployers have been establishing
ESOP," said Paula Cartner, man- When PAYSOPs are allocated on PAYSOPs under the assmption
ager of MCI's treasury department a per capita basis-providing all they will be able to coordinate it

The biggest reason experts and employees with the same amount with the 401(k) EMPLOYEE BENEFIT COSTS
one-third of the Hewitt survey re- of stock-the value of the stock for "If we didn't have 401(k), we
spondents cite for not implement- lower-paid workers is a higher per- wouldn't have as many PAYSOPs Are your costs under your control?
ing a PAYSOP is not being able to cent of salary than for the higher And if they come down and clarify
use the additional tax credits They should be and we can help.paid employees the 401(k), it would be a significant

"The tax credit only does you When those figures are used in boost to PAYSOP development,"
good if you make a profit," said the non-discrimination rest, the Mr Dirlim said Call Dale Whitehead or Gerry Blaum

Hewitt's Mr Maddock And if the percentage of contribution by the or write for our free brochureHowever, Richard Houser, man-
company can't take the tax advan- lower two-thirds of the employees ager of employee benefits planning Third Party Administrators, Inc.
tage or it doesn't want employee rises and so boosts the percentage and development at Dart & Kraft 601 Penn Square Center, P O Box 338
ownership, a PAYSOP serves no of salary the higher-paid one-third Inc in Northbrook, Ill , says PAY- Reading, PA 19603
purpose can defer in a 401(k) plan, Mr SOPs don't mean a lot to the non-

Maddock said (215)374-4041
i

discrimination tests

In addition, privately held com- Although Mr Kaye said 401(k) "If you take the time to figure it
panies may not want a PAYSOP coordination is not essential to the out mathematically, you're not
because it would require the addi- success of PAYSOPs, a lot of em- adding much at all," he said
tional expense of having an ap-
praiser annually determine the fair

·4 market value of the stock, said

Christine Seltz, a consultant at '1*,IV .,
Hewitt

And although pro·.. y statements
r

%

are public documents, Mr Barratt
/1

at Wyatt said some companies may
I ...

=T 11

not be comfortable distributing
proxy statements to all employees

flf-1- 3*U='RE TAKING OFLsince they often contain sensitive

' , 'By//

material 5

./.Companies that have a lot of ups 41,

and downs in the stock market also

may be reticent to start a PAYSOP, INTOTHE FUTURE» ->
said Stephen Pollak, a vp and se-
nior consultant at Johnson & Hig- .& -C •L L

gms in New York *f 4*' - 4 rpi#Le
If the stock is volatile, at some r.«

, 7 44
2.¥ 14 "'

point the benefits' value may ap-
fr

iattzr:1 ' C-z-_161
proach zero, he said "And employ- 4-\* C-//*215,6-lilli'- 'ts:rvi&/
ees would think, 'Wnat are they
giving me but a few pennies'>

»·Vh-= ;

Employers may also be slow to
start up PAYSOPs because of their
uncertain future The tax credit ....2--/21........=
will expire in 1987 if it's not re-
newed by Congress, said John Dir- f - 4

lim, principal at Towers, Perrin, 16*, 9
Forster & Crosby

"I hope that it would be contin-
ued It has created a set of accounts

and if it's canceled, the administra- Y
--

tive burden may end up costing --

more than what the benefit might
have been," Mr Spears said

However, some consultants

aren't too optimistic about the fate
.

of PAYSOPs I.

"I don't see any great future The --42*G
PAYSOP is not much more than a

gimmick It's really a tax giveaway
with a limited objective," said Mr i

Kaye of William M Mercer-Mei- .

dinger Inc

"I don't think the social Justifica- - -  *-448 -:

tiOn lS that great-in effect, every- '443.,.....4.Af
one else is paying for it The game
is not worth the candie," he said

--

Mr. Pollack added, "PAYSOP

activity has been minimal I don't .

know if there would be a signifi- .·0f '

cant lobbying effort to continue
I I.-

this But that's sheer speculation
That's three years down the road " --40'*1

One signal that may bode well - 43

for PAYSOPs is that consultants < "S
believe a PAYSOP contribution

can be factored into determining 42: f .'..

whether a 401(k) salary reduction
plan passes the non-discrimination
test 44.

A 401(k) plan is named for the
section of the Internal Revenue ADDRESSING mmORROUJ TODAY.
Code that allows employees to
defer part of their pay on a pretax Imagine mountainous task of moving 100 billion when you use ZIP + 4 codes And that's
basis and invest it in a compar y A remarkable new ZIP Code system pieces of business mall per year on top of the three-cent discount for
profit-sharing plan for business mailers So precise it But to deliver the future, we need presortingThe average percentage contri- can actually pinpoint specific streets, your helpbutton of the employees in the top If you're a First-Class mailer who

specific buildings Even specific build-third according to pay is limited ty Begin by being sure that the entire doesn't presort but mails 250 pieces at
the participation levels of employ- Ing floors address on all your business mallis a time, you can save nine-tenths of a
ees in the lower two-thirds based That's the ZIP + 4 code totally visible, legible and located cent per letter
on pay

Although PAYSOP contributions
Now imagine a computerized sorting properly Your local post office can give And no matter how many, or how few,

are not made to the 401(k), in the system sc advanced that It automati- you all the information you need pieces you mall, using ZIP+4 codes
absence of any IRS rul.ng to the cally reads the last line of the address ECONOMY can give you a cleaner, more efficient
contrary, companies may calculate off your envelope Reducing sorting Use of ZIP + 4 codes is voluntary mailing list Plus more consistent
the salary percentage value of the
stock allotted tO individual employ- time while increasing sorting efficiency But by adopting them, you'll be delivery

That's the Optical Character Readerees under a PAYSOP and factor rewarded in the form of more stable COOPERATION
the contribution into the 401(k) (OCR) postal rates In fact, when you meet Let us show you how you can put
test EFFICIENCY the eligibility requirements, you can more zip in your mall service Contact

As a result, employees who earn Perhaps most amazing Is the fact start saving postage right away your local Postmaster ortoo little to defer salary but are re-
ceiving PAYSOP contributions can
be credited with a salary reduction

that both the ZIP+4 program and our If you're a First-Class mailer of 500 Customer Service Represen-
OCR's are already in place Ready to pieces or more who already presorts, tative And send yourself

via the PAYSOP benefit when cal- bring technological efficiency to the you can save a half-cent per piece into the future © USPS 1983 52.-5/®
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By ANDREA BROX

CHICAGO-More companies are
dishing out pieces of the corporate
pie to employees, thanks to the 1981
legislation creating Payroll-based
Employee Stock Ownership Plans,
or PAYSOPs, a recent survey
shows.

Almost two-thirds, or 63%, of the
384 Fortune Directory companies
responding to the survey have es-
tablished PAYSOPs.

An additional 11.2% of the re-

spondents are considering imple-
menting a PAYSOP, according to
the survey, which was conducted
by the benefits consulting firm
Hewitt Associates of Lincolnshire,
Ill.

That 63% involvement is a big in-
crease over the 48.7% of the com-

panies that had offered the fore-
runner to PAYSOPs: TRASOPs,
otherwise know as Tax Reduction

Act Employee Stock Ownership
Plans.

In a PAYSOP, the employer
earns tax credits equal to the value
of the contributions creating indi-
vidual company stock accounts for
employees.

Through 1984, the available tax
credits equal 0.5% of annual pay-

Only 26% of the
surveyed companies

decided not to

implement a
PAYSOP.

roll. This amount will increase to

0.75% of payroll for 1985 through
1987.

PAYSOPs replace TRASOPs,
which based available tax credits

on annual capital investments
rather than payroll.

TRASOPs were created in 1975,

but in an effort to strike a more eq-
uitable balance between capital and
labor-intensive companies, Con-
gress switched the tax credit basis
from capital investments to the an-
nual payroll of participants. The
legislation, passed in 1981 as part of
The Economic Recovery Tax Act of
1981 (ERTA), became effective in
1983.

Hewitt compiled its study of the
prevalence of PAYSOPs and their
characteristics between December

1983 and January 1984. The survey
includes responses from 224 indus-
trial Fortune 500 companies and
from 160 non-industrial Fortune

service connpanies.
The Hewitt survey found that

TRASOP companies are leading
the way in establishing PAYSOPs.
Of companies with TRASOPs, 84%
converted their plans to PAYSOPs.

However, for many of the com-
panies that sponsored TRASOPs, a
switch to a PAYSOP will reduce

the benefit for employees because
the amount of tax credit available

generally is based less on payroll
than based on capital expenditures.

By industry, the most interest is
shown by pharmaceutical,
paper/fiber/wood, soaps/cosmetic,
and petroleum/crude oil/mining
companies. At least 80% of the sur-
veyed companies in each of these
industries have created PAYSOPs.

PAYSOPs have not caught on in
diversified financial companies or
life insurance companies, where
only 36% and 20%, respectively.
have formed PAYSOPs.

Only 100 of the surveyed com-
panies, or 26%, decided not to im-
plement a PAYSOP. Of these, 87
explained their reasons. One-third
said their companies didn't make
enough money to use the additional
tax credits.

Metal manufacturing, for exam-

ple, is an industry in which profits
among some companies are not
strong enough to use the tax cred-
its. Only 36% of the 11 companies in
this industry responding to the sur-
vey sponsor a PAYSOP.

Insignificant benefits to employ-
ees under a PAYSOP was cited as a

primary reason for not establishing
a plan by almost 29% of the 87 em-
ployers.

Indeed, the median 1983 PAY-
SOP benefit provided the average
participant with $125.

Most large firms have PAYSOPs: Study
The range of benefits provided

the average participant was $24 to
$220. Hewitt notes that this range
was wider in 1983 than it will be in

the future because those companies
whose fiscal year-end was other
than Dec. 31 had only a partial year
of payroll for tax-credit purposes.

An additional 26.4% of the 87 that

decided against forming a PAY-
SOP cited prohibitive administra-
tive costs as preventing them from
using a plan.

Start-up and ongoing expenses of

4 A

a PAYSOP, however, may be paid
with the tax-credit contributions to

the PAYSOP, within specific
limits. The PAYSOP can cover

start-up expenses up to 10% of the
first $100,000 contributed for the

first year, plus 5% of the contribu-
tion in excess of $100,000. Ongoing
administrative costs can be covered

up to 10% of the first $100,000 of
dividend income paid on securities
held by the trust, plus 5% of excess
dividend income up to an annual
expense maximum of $100,000.

*lose

Almost half, or 49%, of the com-

panies sponsoring PAYSOPs take
advantage of this opportunity to
cover expenses out of the PAYSOP
contributions.

However, when expenses are
paid from the PAYSOP, the
amount of money available for
benefits shrinks. And the study 1
found that almost as many com-
panies, or 45% of the respondents 9
sponsoring PAYSOPs, pay admin-
istrative expenses themselves.

Continued on facing page
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« employee
rising out

The state of
The costs of hospitalization and other medical claims are

outpacing inflation by as much as 50%.
That's a problem for companies who want to maintain an adequate

benefits program fortheir employees.
So GAB developed a remarkable Employee Benefits Service

(EBS)to hold down those soaring costs for companiesthat areself-
insured, orthat are about to become self-insured.

Forstarters, an Employee Benefits Account Executive will meet
with you. His job istodetermine what you'redoing now and what you want
to accomplish in the future. Then he'll report that information back to our
employee benefits experts, who will adapt yourcurrent plan to a self-
insurance program. The program will help identify expenses that can be
reduced to create potential savings, by preventing duplication through
coordination of benefits (COB) and by making sure that claims are based
on reasonable and customary (R&C) costs.

Our nationwide staff, who have ten years of experience-more
yearsthan anyoneelse in the field-will run yourclaims management
program smoothly. And they can serve you nationwide.
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Continued from facing page
An additional 6% use other

means, most often paying for the
start-up expenses but using PAY-
SOP funds to cover ongoing admin-
istrative expenses.
5 The survey suggests that interest
in PAYSOPs spreads across all

»' sizes of industrial companies, al-
though the top 100 respondents,
with 1982 sales exceeding $3.8
billion showed the most interest.

Among these 51 companies, 77%
have or are establishing a PAY-
SOP.

, In the next size category, the 69
companies with 1982 sales of $1.3
billion to $3.8 billion, 73% have es-
tablished PAYSOPs. Among the

104 companies with sales of $400
million to $1.3 billion, 64% have or
are establishing a PAYSOP.

Among the respondents sponsor-
ing PAYSOPs, nearly half include
all their emp16yees in the PAY-
SOP. About an additional 28% in-

clude salaried and non-union

hourly employees. Only 19.2%
allow only salaried workers to par-
ticipate.

Although rules preclude com-
panies from discriminating in favor
of officers, shareholders or highly-
compensated employees, it is also in
an employer's interest to maximize
participation because the bigger the
payroll represented by PAYSOP
participants, the bigger the tax

credit.

Under the TRASOP, companies
preferred to limit participation be-
cause with the tax credit based on

capital expenditures, the fewer the
people in the plan, the more stock
each person got.

About two-thirds of the com-

panies with PAYSOPs have eligi-
bility requirements of one year of
service or less.

Although available tax credits
determine the employees' benefits,
companies can choose the form and
the timing of the stock allotments.

PAYSOP contributions can be

made in stock or cash. But the cash

must be used within 30 days to pur-
chase employer stock. More than

f

ananto
thecostofyour
benefits from
Of Sight

the art is GAB.
The Service also uses GAB'son-line computersystem, asystem that's

well ahead of its time. It automatically delivers custom and standard reports,
supplying timely information to help you monitorcosts.

Costs are also controlled by our independent examiners, who
settle claims fairly and objectively.

If you're about to makethe transition to self-insurance,
. you'll discover still another advantage: a year-one cash flow

improvement. Your continuing savings will come from the
cost containment opportunities developed by the system.                                                             .

Talented people joining forces with advanced computers
to bring you streamlined service-that's our definition of state of , 1,
the art. 4 :'*I

To learn more, write Paul K. Dougherty, Senior VR Claims
Management Division, GAB, Linden Plaza, 9 Campus Drive,
Parsippany, NJ 07054. Or call him direct at
(201)993-3790.

GAR The state of me art Ofclalms management.
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66% of the companies prefer this
method. Only one-quarter make
their contributions solely in stock.
And 8.8% use a combination of
stock and cash.

Employers have until the due
date (including extensions) for fil-
ing their federal income taxes to
establish a PAYSOP, and 30 days
thereafter to make the contribu-

tions.

Nearly 72% of the PAYSOP
sponsors make their contributions
within 30 days after the due date
for filing income taxes. An addi-
tional 21% contribute immediately
following the end of the plan year.

Companies also choose how the
PAYSOP benefit is allocated up to

the $100,000 annual compensation
limit set by the Internal Revenue
Code.

More than 59% of the employers
allocate the PAYSOP up to the
$100,000 limit. In other words, each
employee receives about 0.5% of
salary, except those who make
more than $100,000 who receive
0.5% of $100,000.

About 7% of the companies set a
contribution limit of less than

$100,000, but usually no higher
than $75,000.

About one-third of the employers
choose a per capita allocation. In
this case, all employees receive the
same amount of stock.

Regarding the allocation of divi-
dends, nearly all employers make
payments into the PAYSOP, rather
than paying the employees
directly.

Amounts allocated to PAYSOP

participants can't be distributed for
seven years, except in cases of
death, disability, termination or
certain sales of corporate stock or
assets. Most PAYSOP sponsors-
86%-distribute benefits only at
termination, including death or dis-
ability.

The frequency with which PAY-
SOPs process distributions to em-
ployees who leave or retire varies
from annually at 42% of the com-
panies to quarterly at 29% to
monthly at 16% to semiannually at
4%.

Distributions can be in the form

of stock, cash or a combination 01
both. About 45% distribute stock

The survey suggests
that interest in

PAYSOPs spreads
across all sizes of

industrial companies.

only. About 24% distribute cash un-
less stock is demanded, while 6%
distrbute stock unless cash is de-

manded. The other quarter issue a
combination of stock and cash.

The survey also gathered infor-
mation concerning employers' in-
terest in coordinating the PAYSOP
contributions with 401(k) salary re-
duction plans, which allow employ-
ees to defer part of their pay on a
pretax basis and invest it in a com-
pany profit-sharing or savings
plan.

Absent official disallowance by
the Internal Revenue Service, it
appears that PAYSOP contribu-
tions can be used in calculating the
401(k) non-discrimination tests.
These tests are used to determine

what percentage of salary the
higher-paid third of the employees
can defer based on deferrals made

by the lower-paid two thirds of em-
ployees (see related story, page 38.).

Unless disallowed by the IRS,
37% said they would coordinate the
PAYSOP with the 401(k) plan. An-
other 46.8% either don't have a

401(k) arrangement or have de-
cided against implementing the co-
ordination. And 16% are undecided.

Hewitt also found that the em-

ployers establishing PAYSOPs are
more likely to offer other company
stock ownership plans as well.
More than 87% of the 232 respon-
dents to this question have other
such plans.

Among the most popular other
stock ownership plans are match-
ing savings/thrift plans (48%), non-
qualified stock purchase plans
(34%), and profit-sharing plans in-
vesting in company stock (20%).

Only 12.5% offer no company
stock plan other than a PAYSOP.

Copies of the "1984 PAYSOP Sur-
vey of Fortune Directory Com-
panies" are available for $25 each
from Greg Martin, Hewitt Associ-
ates, 100 Half Day Road, Lincoln-
shire, Ilt. 60015.
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Firms promote health care competition: Study
By ALISON KITTRELL

Employers are taking a larger
role in the battle to control rising
health care costs, according to a re-
cent survey by a benefit consulting
firm.

However, the survey of 328 eli-
ents of consultant A.S. Hansen Inc.

shows that the companies' attempts
still lack consistency and direction.

The most suprising finding in the
study, according to Joseph Ros-
mann, a consulting principal at
Hansen and head of the firm's

health care cost-containment unit,
is the number of companies that

are aggressively promoting the use
of health maintenance organiza-
tions and preferred provider orga-
nizations.

"A rapidly growing number of

1 I

companies are moving in the di-
rection of promoting price-compet-
itive health care markets" through
the use of HMOs and PPOs, Mr.

Rosmann said, adding that more
than 30% of the respondents said
they are encouraging the use of the
HMOs and PPOs among their em-
ployees.

In addition, some employers are
even pointing out low-cost hospi-
tals or physicians to their employ-
ees.

According to the survey, the em-
ployers noted they experienced a
18% median annual increase in

health care costs during 1982-83,
with only 2% of those surveyed re-
porting a decrease in health care
costs. However, during the previ-
ous year, the employers reported a
median increase of 19%.

Health care inflation in 1982-83

varied according to the size of the
employer, the survey notes. For in-
stance, the median increase in
1982-83 for small employers-thos.
with 1,000 employees of fewer-
was 20%, while medium-sized em-

ployers, with 1,000 to 4,000 employ-
ees, reported a 15% hike. The large
employers surveyed, with more
than 4,000 workers, reported an
18% median increase.

The survey suggests that me-
dium-sized employers were able to
best hold the line on health cost ir.-

creases because they do a better job
of gathering and using data than
the other employers.

While more than half the report-

ing firms (56%) receive periodic
data reports on health care Cost

trends and 57% say they receive re-

OUR STRENGTH

YOUR SECURITY

-Y '.

ports on health care utilization, me-
dium-sized companies get more-de-
tailed reports on cost comparisions.

For example, 53% of the me-
dium-sized companies reported
that their reports include informa-
tion about the average length of
stay by diagnosis group; only 27% of
the small companies and 38% of the
large companies said they receive
such information.

A higher percentage of medium-
sized companies reported they re-
ceive reports on a variety of oth ar
topics, including:

• The distribution of surgery
done on an outpatient basis.

• Total hospital days per 1,0)0
insured lives.

• Average length of stay accord-
ing to diagnosis groups by hospital
or doctor.
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• Pre-surgical lengths of stay by
hospital.

• Average hospital charges pet
admission.

However, about the same per-
centage of employers in all three
groups said they recieved data on
average charges for outpatient and
inpatient elective surgeries. -

Besides polling the companies on
the type of data they- receive, em-
ployers were also asked by Hansen '
to list what they thought were the
culprits behind rising health care j
Costs.

Hospital costs was the top-ranked
cause of health care inflation listed

by the employers, followed-in
order-by inflation, physicians'
costs, increased utilization, medical

technology, administrative costs,
government regulation, employee
lifestyles and benefit changes.

Thirty-two percent of the sur-
veyed employers noted that they *
had developed a corporate strategy
for health care cost containment, i
while 41% said they had begun sig-
nificant cost-containment efforts in

the past two years. These strategies
were bringing measurable results ,
in the opinion of 19% of the re-
sponding firms, which estimated
their savings at 16% of their health
care expenditures.

The employers noted they used a
variety of strategies to enlist em-
ployees' help in controlling their

'(More) companies
are. . . promoting
price-competitive

health care markets,'

Mr. Rosmann says.

health costs. For instance, 48% said

they plan to increase their employ-
ees' awareness of health care ex-

penses by cost sharing. Thirty-four
percent say they either encourage
the use of low-cost health care pro-

viders or plan to do so, while and
31% either encourage or plan to en-
courage the use of HMOs and
PPOs.

Efforts are being made or will be
made to reduce chronic illness and

mental health problems by 22% of
the respondents, and 10% reward or
plan to reward employees who use
less health care service.

Employers say they are also
taking steps to control the charges
by providers. The most common of
these methods cited in the survey is
the application of reasonable and
customary, which was used by 76%
of the responding companies.

Some 85% of the employers using
R&C reviews say they periodically
update their screens, while 74% ad-
just them for different geographic
locations of physician specialties.

However, only 22% of the em-
ployers note they have hold-harm-
less provisions that prevent physi-
cians from billing patients for
charges that exceed reasonable and
customary limits.

Only 9% of the responding com-
panies said they used a well-publi-
cized cost-containment tool: man-

datory second surgical opinions.
Another 11% said they encouraged
second opinions by offering em-
ployees who use them increased
coverage incentives. The remain-
ing 80% said they only had a volun-
tary second opinion program.

Fifty-seven percent of the re-
spondents said they cover third
opinions, while 14% provide a list of
physicians available to give second
or third opinions.

Ten percent of the employers re-
quire pre-certification for elective
hospital admission by 10% of the

Continued on facing page



Continued from previous page
respondents, while 5% require
them for inpatient or outpatient
surgical procedures. Twenty-nine
percent require pre-certification
for dental care.

While relatively few companies
require pre-certification, a greater
number of respondents said they
have utilization review programs.
About half the companies (48%)
said they have a utilization review
procedure to determine whether

> the treatment given to an employee
conforms to current medical prac-
tices. Forty percent review

 whether the diagnosis merits the
type of treatment given before pay-
ment is made.

If the treatment is found to de-

viate from the normal standards,

39% of these employers said they
would reduce payment to the pro-
vider, while 32% said they would
negotiate with the provider.
Twenty percent rely on remedial
action through peer influence, in-
cluding talking to the local medical
society or hospital.

Cost savings through coordina-
tion of benefits provision proved
popular with the surveyed employ-
ers. More than four-fifths (81%) of

the survey respondents said inquire
whether employees have duplicate
health care coverage. Sixty-one
percent routinely update their du-
picate coverage files, and 69% say
they help their health insurers
gather the coordination of benefits
information.

But, only 47% audit their claims
administrators periodically to see
how efficiently coordination of

i benefits programs are being han-
dled.

Forty-four percent of the respon-

 dents say they subrogate claims
with liability insurers when possi-
ble, but only 26% had a system for
isolating claims that could be su-
brogated.

Companies are beginning to pro-
vide information to their employ-
ees on where to find the best health

care bargain, the survey reveals.
For example, 13% of the respon-

dents say they inform their em-
ployees about the locations and ad-
vantages of lower-cost providers.

, But, only 5% told their employees
which hospitals charged lower
rates and only 3% gave the same in-
formation regarding physicians.

Thirty-six percent inform their
employees of alternate delivery
systems, like HMOs and PPOs; 22%
inform them of the cost savings of
outpatient services; and 13% let
them know about various alterna-

tives to treatment.

But, companies don't seem to be
making a concerted effort to keep
their employees from becoming ill.
For instance, the surveyed employ-
ers listed employee lifestyles quite
low on the list of factors behing
health costs increases. and the

amount they spend on trying to
promote healthy lifestyles reflects
this belief, according to the survey.

However, Hansen's Mr. Rosmann
notes, "Studies in the last three

years have repeatedly shown that
80% to 85% of hospital care cost is
incurred by the 13% to 20% of the
population with chronic diseases
affected by smoking, overweight,
genetic disease and alcoholism."

Only 15% of the respondents said
they offered reimbursement or in-
centive programs to encourage the
use of preventive medicine. But, a
larger number offer some type of
preventive treatment program in-
house.

Of these, the type of programs
offered covered a wide range, in-
cluding:

• Cardiopulmonary resuscita-
tion programs, offered by 58% of
the respondents.

• Periodic physical exams, of-
fered by 40%.

• Hypertension or blood
pressure monitoring, offered by
36%.

• Physical fitness programs, of-
fered by 33%.

'Studies. . .have shown that 80% to 85% of

hospital care cost is incurred by the 13% to 20%
of the population with chronic diseases affected

by smoking, overweight, genetic disease
and alcoholism,' Mr. Rosmann says.

• Counseling services, offered
by 33%.

• Stress managment programs,
offered by 29%.

• Smoking cessation programs,
offered by 28%.

• Substance abuse programs, of-
fered by 23%.

t

• Immunizations, offered by
23%.

• Medical consumer education

programs, offered by 18%.
• Weight-loss clinics, offered by

17%.

• Nutrition programs, offered
by 13%.

• Well-baby care, offered by
12%.

• Glaucoma screening, offered
by 9%.

• Cancer screening, offered by
8%.

Off-site exercise programs were
reimbursed by 7% of the respon-
dents, while lifestyle or behavioral
analysis surveys were conducted by
7% of the respondents.

Finally, the survey notes that
companies are becoming more in-
volved on a corporate level in
health care affairs.

Thirty-two percent of the re-
spondents say they had company
representation on a hospital or
health provider board, local or state
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health system planning agency or
other similar group, while 33% said
they belonged to a local health care
employer coalition.

Only 22% of the respondents said
they had met with union represen-
tatives within the past year to dis-
cuss health care costs, and 37% said

they had met with health care pro-
viders to discuss cost containment.

Of these, 54% had met with the pro-
vider as an individual employer,
and 43% had met in cooperation
with other employers.

Free copies of the survey results
may be obtained by writing Bonnie
Ellis, A.S. Hansen Inc., 1080 Green

Bay Road, Lake Bluff. ni. 60044.

ERISA makesyouan easier target forlawsuits.
Sogetnew; broadprotection from FesD.

Target:
Corporation's

Assets

Target:
Plan Manager's
Personal Assets

9arget:
The Plan's

Assets

The passage of ERISA made it easier for Pension and Benefit Plan Managers to be
sued. At stake are their personal assets, as well as the assets of their employer and the Plan.

F&D Fiduciary Responsibility Insurance was created to cover these
specific Rnancial risks. Ask your insurance agent or broker to contact The

our local office. Or, if more convenient, you may write: FRI Information, Bfal
Fidelity and Deposit Company of Maryland, RO. Box 1227, Baltimore,
Maryland 21203.

Companies
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Allendale announces the only sprinkler in the
It's called ESFR Early Suppressjon Fast Response
-a remarkable breakthrough in sprinkler tech-
nology designed to respond to a fire faster and
more effectively

Under "high-challenge" fire conditions, flames
must be knocked down quickly. If they aren't,
everything goes to hell. And you get burned.

Or, present sprinklers can stop the flames but
may operate in areas beyond the fire, flooding
your inventory Your company runs the risk
of losing its share of the market. And you take
a bath.

Either way you can get hurt

At Allendale, we've thought a lot about these
problems. Enough to fund an extensive research
program through the Factory Mutual System to
develop ESFR sprinklers.

Entirely new testing methods were used in an
effort to better understand the characteristics of

high-challenge fires and how to suppress them.
Years of research produced the ESFR program.
These new sprinklers will be capable of meeting
the task of a high-challenge fire, typical of highly-
combustible materials. And capable of greater
cost-effectiveness.

ESFRs performance is designed to be twofold:



i.

world designed to prevent hell and high water.
Early Suppression means this sprinkler will ESFR isjustone way Allendale Is showingyou that

produce larger water drops resulting in better we're more than an ordinary insurance company
fire penetration. Fewer sprinkler heads should Our concern for the companies we insure goes
operate, so less water is needed overall. well beyond the property coverages we provide.

Fast Response means the sprinklers have This is the Allendale approach. Working to take
a greater thermal sensitivity and activate much more of the risk out of risk management
earlier. So a fire is doused before it even has a For an update on the ESFR program, write
chance to spread. on your letterhead to Michael C. Mcintyre,

No hell or high water. Sr. V. R Marketing Staff, RO. Box 7500, Johnston,
Prototype ESFRs are currently in development Rhode Island 02919.

by several major sprinkler
manufacturers and will soon Allendale Insurance/Factory Mutual System
be available for installation. World leaders in risk management.
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perspective

Paying for post-retirement health care benefits
Continued from page 48

Medicare is frequently thought
of as paying the medical bills of
older Americans. In fact, a
substantial amount remains to be

paid after Medicare has paid its
share, and that amount is

growing.

When Medicare started in 1966,

the individual had to pay the first
$40 of hospital expenses; today
that's $304. The individual, or the

employer through the employer
plan, pays the $304 deductible for

the first 60 days of
hospitalization.

When the program started, the
individual had to pay $10 a day as
coinsurance for the 61st through

90th days. Today, the individual's
share is $76 a day for the 61st to

90th days. The monthly premium
of Medicare B (medical services)

has increased from $3 to $13.50

per month.
Employer-sponsored

retirement plans generally pay
for a substantial part of the
amount that Medicare does not

cover. The increases in these

costs to employers reflect the fact
that the Medicare payment is

decreasing as a percentage of the
to-al bill.

The part Medicare does not pay
for, according to its provisions,
has increased 760% since 1966. In

addition, for those items where

reimbursement is on a reasonable

and customary basis, the charges

allowed by Medicare are
decreasing in relation to the

Frevailing level of charges, so
t iat Medicare benefits are

decreasing on a de facto basis.
These types of changes are

referred to as cost-shifting.
The taxes to finance Medicare,

payable by both employer and
employees, will probably rise in
crder to strengthen the weak
f.nancial condition of the Social

Security Health Insurance Trust
Fund. At the same time, the

snare of the health care bill paid

ty Medicare probably will keep
decreasing. As older Americans

are required to pay a larger
portion of their health care
expenses. retired workers win

increasingly rely on health
insurance coverage.

If employers are to provide
such coverage to valued former
employees, they must plan nclu
for costs, which will increase in
the future.

If the Financial Accounting
Standards Board requires

companies to recognize the
expense of future retirement
medical benefits for current

employees, plan sponsors will be
recognizing newly segregated
liabilities that are growing at an
alarming rate. Accounting for the

ORTHODONTIC INSURANCE
IS ECONOMICAL LEARN WHY FROM

THOSE WHO DON'T SELL IT.

We don't sell.
We help you buy.

The American Association of

Orthodontists is a professional
organization representing over
Z500 orthondontists. We have
developed a program with you,
the employer, in mind.

Because we are knowledgeable
in this one type of insurance, we
can offer an educational dimension

and provide you with a.tuarial and
utilization data, giving you a sound
basis for evaluating the relative
merits of various proposals. We
don't sell; we merely advise. This
free advisory service has the sole
purpose of aiding you in finding
the most economical path to obtain
a quality dental/orthodontic
insurance program. All of this is
why over 10,000 employers have
requested this assistance.

How does $2.33 a
month sound to you?
As a point of reference in regard
to cost, actuaria! figures show that
to add a $ 1,500 maximum lifetime
orthondontic benefit for children

to your existing dental program
can be as low as $ 2.33 a month

per employee.

0

« /4140*1*i
WAY

-r'U- 1//J/PL _ rarmi 1 Illr--

3

Adults can be added to the

same program for as low as 28
cents a month. Dt-rng the last
year, the cost of providing an
orthodontic health benefit has

decreased from $ 2.41 to $ 2.33

a month for $ 1,500 lifetime
maximum.

One answer could be
direct reimbursement.

Many companies arz turning to
formation of their cwn dental/

orthodontic fund ar. d enjoy
savings of 25% ard more. Direct
reimbursement ca i be unusually
practical. Years of tracking claims
show them to be prdictable in
terms of utilization and dollar

outlays.

Orthodontics is a

primary reason
for a dental plan.

The cost for orthodontic treatment

is a major expense for your
employee. Just as major expenses
for your employees are covered in
your medical plan so, too, should
a major expense such as
orthodontics be covered in your
dental program. The lack of

fl lf....
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orthodontic care could lead to
more serious dental health

problems which can be more
costly to an employer's dental plan
in the long run.

What's in it
for the AAO?

The purpose of our advisory
service is purely educational. Quite
frankly, we hope you do add or
impnove orthodontic health
coverage in your benefit package.
If you decide to purchase, the
method you use or from whom you
purchase is entirely up to you.

Since we don't sell insurance,
we feel we can help you avoid
problems and save money. We
think it's very difficult for any
employer/employee group to be an
"expert" in every area of medical
coverage. Our knowledge lends
reassurance to every executive
making the final decision.

Write for free brochure today.

American Association of Orthodontists

460 North Lindbergh Blvd.
St. Louis, MO 63141 81-2

YES, l would like to discover how economical
dental/orthodontic health insurance can be.

NAME

TITLE

COMPANY OR ORGANIZATION

0 We do

ADDRESS

CITY

0 We do not have a dental plan.

STATE

TELEPHONE NUMBER

ZIP CODE

NUMBER OF EMPLOYEES

0 Please send me literature on orthodontic

insurance.

0 Please call me to discuss a personal
meeting.

American Association of
Orthodontists -

cost of these benefits will identify
this annual expense and spotlight
its future growth.

It is time that plan sponsors
consider investigating ways in
which medical benefits for

retired employees may be
financed effectively.

Even though the FASB
recommendations on

post-retirement medical
are only proposals, and any
specific requirements are
unlikely before 1986, it is
important for employers to take
action now. The proposals serve
to remind employers of the real
long-term costs of these
benefits.

An employer's action plan should
include an inventory of all
benefit plans that include
post-retirement features, a cost

analysis, including a cash flow
forecast and actuarial evaluation,

and provision of relevant

information to interested parties.
This will enable a company to
make plans to deal with the costs
and, if necessary, change the
benefits. Costs will be higher
than expected for many

companies because medical costs
have risen dramatically since
plans were first adopted. .

legal briefs

Business

interruption
is sudden event

The CBG Co. sued Insurance Co. of

North America under the business

interruption provisions of its all-risk
insurance policy. for losses sustained
as the result of an alleged accident in
March 1974.

According to the claim, a boom on a

piece of equipment failed and collapsed,
resulting in extensive damage. CBG

suffered a business interruption loss At
issue was whether the damage
constituted a "sudden fortuitous and

accidental event." The boom was new

and failed early in its life.
The court concluded that no

recovery was in order because the
boom collapsed as a result of design
flaw. The court said that all-risk

insurance policies cover only losses
arising from a fortuitous
circumstance or casualty.

"The damage or loss must result,"
the court emphasized, "from an
extraneous cause, and not from an

inherent defect in the subject
matter. . ."

Therefore, no sudden event

occurred, the court said, which gave

way to a business interruption loss.
Compagnie des Baurites us.
Insurance Co. of North America, U.S.
District Court for the Western

District of Pennsylvania, June 21,
1983 (BI/03/My.-$5)

These abstracts were prepared by
Cases Unlimited Inc. A copy of an
entire decision may be obtained
by sending a check for $5 made
out to Cases Unlimited to

Business Insurance, 740 N. Rush
St., Chicago, m. 60611. List the
number for each opinion.



Large industrials pay generous pensions: Study
By JERRY GEISEL

WASHINGTON-Despite tough
times in the steel industry, U.S.
Steel Co. continues to pay the most
generous retirement benefits to sal-
aried workers of any major indus-
trial corporation, according to a
new survey.

, A salaried employee at U.S. Steel
who retires this year at age 65 after
35 years of service and with a final
salary of $35,000 will collect pen-
sion and Social Security benefits of
$26,033. That compares to the
$24,773 benefit that a 65-year-old
who retired from U.S. Steel last

year could expect to receive.
Right behind U.S. Steel in

awarding generous retirement ben-
efits is General Motors Corp.,
where a similar 65-year-old worker
retiring this year with 35 years of
service can expect to receive com-
bined pension and Social Security
benefits of $25,468, compared with
$24,380 last year.

A detailed look at pension bene-
fits provided by corporate giants,
like U.S. Steel and General Motors,

is provided in a survey by The
Wyatt Co., an employee benefit and
risk management consulting firm.

In the survey, Wyatt analyzed
pension programs provided by the
nation's 50 largest industrial com-
panies to their salaried employees.

In compiling the survey, Wyatt
calculated the pension benefits pro-
vided by the 50 companies for em-
ployees retiring after 35 years of
service by assuming the employee
started work with a salary of $4,146
and retired with an annual salary
of $35,000. Wyatt also assumes the
employee retired with an annual
Social Security benefit of $8,512.

With these assumptions, Wyatt
found that a 35-year employee at
Tenneco Inc. can retire at 65 with a

benefit of $24,951, up from $23,787
in 1983, while those retiring at R.J.
Reynolds Corp. will receive
$24,613, up from $23,289.

Other companies where employ-
ees who retire this year will collect
high retirement benefits include
Philip Morris Inc., $24,581, up from
$23,442: and Atlantic Richfield Co.,
$24,357. up from $23,359.

When pensions and Social Secu-
rity benefits are combined, employ-
ees at American's major corpora-
tions have a high percentage of
final pay replaced by retirement
benefits.

For example, that $26,033 aver-
age retirement benefit at U.S. Steel
replaces 74.4% of final pay, while
the $25,468 benefit at General
Motors replaces 72.8% of final pay.

Not all major corporations,
though, replace such a high per-
centage of salary with retirement
benefits. At the other end of the

scale, a 65-year-old who retires this
year from General Electric Co.
after 35 years of service will re-
ceive pension and Social Security
benefits of $18,007. That will re-
place 51.4% of his or her final pay.

Similarly, new retires who
worked for 3M Co. for 35 years can
expect to receive Social Security
and pension benefits of $18,065,
which replace 51.6% of final pay.

Some 40 of the 50 surveyed com-
panies require their employees to
work 10 years before they are first
and fully vested-what is known as
cliff vesting.

But a number of other companies
have taken a different approach to
vesting. Employees who participate
in Dow Chemical Co.'s pension
plan become 50% vested after five
years and then vest at the rate of
10% a year thereafter. At Philip
Morris, employees are 20% vested
after six years and then vest at a
rate of 20% per year.

And + Standard Oil Co. of Cali-

fornia, the pension plan provides
25% vesting after five years. In an

employee's sixth through 10th
years, he vests at the rate of 5% per
year, and between his 11th and
15th year vesting continues at a
rate of 10% per year.

While big companies may offer
generous pension benefits, they
have become increasingly reluctant
to sweeten benefits to current re-

tirees. For example, while 86% of
companies have increased retirees'
benefits at least once since 1980,

only 16% made an adjustment dur-
ing the last two years.

"This is due primarily to lower
inflation and a recessionary econ-
omy-and may prove temporary,"
said Sylvester Schieber, director of
Wyatt's Research and Information
Center.

Companies that have imple-
mented recent post-retirement in-

creases include International Busi-

ness Machines Corp., which in-
creased benefits 3.84% per year of
retirement, up to a maximum of
8%, for those who retired prior to
Dec. 31, 1982, and Standard Oil of
California, where employees who
retired prior to Jan. 1, 1977, re-
ceived increases of 9% to 91%, while
those that retired between Jan. 1,
1977 and Dec. 31, 1978 got boosts
between 2% and 4%.

A majority of the surveyed com-
panies allow employees to retire at
age 55 under early retirement pro-
visions in their pension plans. But
some companies offer even more
liberal early retirement provisions.

For example, employees at
Union Carbide Corp. can retire at
age 50 with 10 years of service,
while Standard Oil of California

employees can retire at any age
after they have put in 25 years.

On the other hand, salaried em-
ployees at companies like Dow
Chemical Co., General Electric Co.,
Mobil Oil Corp. and Sun Oil Co.
must wait until 60 before they qual-
ify for early retirement.

Those employees that do retire
early pay a financial penalty. At
Western Electric Co., accrued ben-
efits are reduced by 3% for each
year a worker retires prior to age
55 if the employee has worked 30
years. The benefit reduction is 6%
per year if the employee has
worked less than 30 years.

At United Technologies Corp.,
accrued benefits are reduced 2.4%
per year prior to age 62, while at
Pepsico. accrued benefits are re-
duced 6% per year prior to age 62.

When you need an
organization to handle
administration and

communication of your
Employee Benefits, you need
the one with experience.
ACI.

The survey reveals that 401(k)
savings plans have increasingly be-
come part and parcel of major cor-
poration's benefit programs. A
401(k) plan, named for that section
of the Internal Revenue Code,
allows employees to contribute pre-
tax dollars-up to a maximum of
$30,000 a year-into a savings plan.

Some 32 of the 50 companies now
include 401(k) provisions, up from
the 13 offered them in 1983.

Copies of "A Survey of Retirement,
Thrift and Profit Sharing Plans
Covering Salaried Employees of 50
Large U.S. Companies as of Jan. 1,
1984," are available free from any
Wyatt office or from The Wyatt
Co.'s Research and Information
Center 1990 K St., N.W., Washing-
ton, D.C. 20006; 202-857-9217.

Administrative Consultants, Inc., has the responsibility for the
collection, disbursement and atcounting for more than a

billion dollars in employee benefit dollar processing.
For 15 years we've been serving insurance compa-

nies, labor, government, financial institutions, corpo-
rations, trade associations and small businesses.

Furthermore, we're not a vendor or a service bureau -
we're consultants in data processing for the
employee benefits industry. That's our only busi-
ness, and we intend to keep it that way. We will

provide you with data processing
support only, data processing and
partial administration, or data proc-

essing and full administration.
It's not immodest for us to point out that

we were the pioneers in applying advanced
data processing systems to solving the problems of administrating
employee benefit programs.

For example, we were the innovators of a billing and collection
system that enabled group insurance to be marketed to trade
associations.

We were among the first to perfect the use of electronic fund
transfer for the collection of employee benefit premiums on a
national basis.

And now, we have introduced a claims adjudication system
that's been thoroughly tested in the marketplace.

After 15 years, our administrative skills embrace a wide range of
activities, ranging from the design and preparation of employee
handbooks and benefit statements to pre-authorized electronic fund -
transfer systems.

Back in 1969, when we were a small unknown consultant firm,
we adopted a corporate slogan: "Where computers work for people."
Today, more than ever, our systems continue to treat each
employee or participant as an individual rather than a number in a
system. We're proud of this record.

Perhaps it's time you talked to the people with experience.
We're as close as your telephone. Call your broker or Carmel

Michaud at (203) 756-8061, or write to Sales & Marketing.

\Alkag (0*deh6 Wd,Peopt

130 East 38th Street, New York, NY 10016 • (212) 889-6320
92 Brookside Road, Waterbury, Conn. 06720 • (203) 756-8061
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B/conference tackles benefit problems
The current economic climate

may leave benefit professionals
with the feeling that they are sink-
ing in a sea of new regulations, ris-
ing costs and other changes. But,
the Business Insurance Employee
Benefits Communication Confer-
ence can offer a lifeline.

The conference, "The Dollars &
Sense of Communicating Employee
Benefits," scheduled for July 30
and 31 at the Grand Hyatt Hotel in
New York City, will look at effec-
tive ways of communicating the
value of benefits to employees in a
changing benefit environment.

General sessions will focus on

planning and implementing com-
munication efforts. Concurrent ses-

sions will offer close looks at spe-
cific communication programs.

A highlight of this year's confer-
ence will be the 12th annual Em-

ployee Benefits Communications
Competition awards presentation
by Business Insurance Publisher
Alfred Malecki.

Entries to the competition will be
available for review in the EBC

Gallery, and the latest information
from consultants, insurance com-
panies and service organizations
will be available in the Benefits

Literature Gallery.

The registration fee for the con-
ference is $545, with a 10% discount
for additional registrants from the
same company. The fee includes
sessions, workbook and educational
materials, breakfast, coffee breaks,
luncheons and a cocktail reception.

A block of rooms has been set

aside at special rates for conference
participants at the Grand Hyatt
Hotel. The rates are $95 for a single
room and $120 for a double.

Travel Headquarters Ltd has
been selected to help coordinate
money-saving flights to New York
for the BI conference. Travel

Headquarters will provide travel
arrangements at substantial dis-
counts for registrants from every
major city in the United States and
Canada.

Advance conference registration
will begin at 7 p.m. on July 29
There will be a cocktail reception
at which conference participants
will get a chance to meet speakers
and other participants. The EBC
Gallery and the Literature Gallery
also will be open for browsing.

On July 30, the conference will
begin with registration at 8 am. A
continental breakfast will be

served, and the EBC Gallery and
Literature Gallery will be open.

The general sessions will begin at

8:30 a.m., with opening remarks by
Kathryn J. Mcintyre, editor of
Business Insurance.

The conference's first session is

entitled "Washington Vs. Em-
ployee Benefits," by Jerry Geise-,

BI's Washington editor. Mr. Geisel
will discuss legislative develop-
ments that affect the corporate
benefits departments and explain
the recent attacks on employee
benefit plans by Congress and the
Internal Revenue Service. He will

also talk about what kinds of things
to expect in the future from the na-
tion's capital.

The next session, on strategic
planning, will be led by Richard M.
Coffin, vp of Towers, Perrin, For-
ster & Crosby. Mr. Coffin will de-
fine "strategic planning" and ex-
plain why its especially needed in
benefits communication. He'.1

You'll thank us
allthewaytothe
bank.

-**f Dental Claims
inc.

Fast Forward,
Administration

Fast Forward, Inc.

Fast Forward claims administration systems
will improve your bottom line, regardless of
how you are presently processing claims.
They are exceptionally fast, inherently flexible,
on-premises systems: Any conceivable plan
configuration; any number of employers,
insureds and processing stations; complete
customizing of employer and claimant reports;
and much, much more.

Fast Forward. }nc. *Orkers' n
Administration

Medical Claims
Administration

Call 502-244-0961 today to arrange a demon-
stration, or to receive our brochure. It'11 mean
money in the bank, guaranteed, or your
money back.

Fast Forward, Inc.
PO. Box 58278

Louisville, KY 40258
502-244-0961
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focus on the principles and
components needed as well as
the specific steps to be fol-
lowed in developing a strategic
plan.

"It's a real kind of churning
time for the benefits commu-

nity, so this will take a longer-
range view," Mr. Coffin said.

A session on budgeting will
)be led by Julio Estaban, vp
and manager of creative ser-
vices at Benefacts Inc. Mr. Es-

taban will review how the for-

mer EBC winners put together
their successful programs and
find the common elements. He

also will talk about how to

work on a budget for benefits
communication, and how to

"sell" the budget to corporate
officials.

From this, Mr. Estaban says,
"I will recommend a market-

ing approach to budgeting for
employee benefit communica-
tion."

Polly Carpenter, president
of Carpenter Graphic Design
Inc., and Mary Anne Pakosta,
in sales & client services with

Frame One Inc., will lead a

two-part session on media se-
lection. They will offer inno-
vative ideas for print and
state-of-the-art audiovisual

communication, and give some
ideas about how to find the

right medium for any commu-
nication need. The session will

continue after lunch.

At the Monday luncheon,
Mr. Malecki will honor the

winners of the 12th annual

EBC Competition. One of the
winning audiovisuals entries
will also be shown at the lun-

cheon.

Concurrent sessions will

begin Monday afternoon and
be repeated Tuesday morning,
so that participants will be able
to attend all three sessions.

These smaller, work-group
sessions are designed to give
participants a chance take an
in-depth look at specific com-
munications problems and so-
lutions.

A session on flexible bene-

fits will be led by Robert E.
Mathieu, assistant vp of bene-
fits for Mellon National Corp.,
and David M. Kieffer, senior
vp for William M. Mercer-
Meidinger Inc. In 1983, the
judges of the EBC Competition
called Mellon's award-win-

ning communications program
''one of the most effective de-

scriptions of flexible benefits
ever seen."

Mr. Mathieu and Mr. Kieffer
will concentrate on how to

communicate a clear under-

standing of flexible benefits to
employees so that employees
can make choices.

A session on "Communicat-

ing On Your Own" will be led
by Russ Ringl, personnel
director for Playboy Enter-
prises. He will explain how
Playboy set up its own system
for communicating benefits to
employees and keeping them
updated and informed on the
benefits offered.

The third session, on "Flexi-
ble Spending Accounts & the
IRS," will be led by Ed
Dewees, director of the De-
partment of Human Resources
at Thomas Jefferson Univer-

sity in Philadelphia. Mr.
Dewess will talk about the

shock waves from the Internal

Revenue Service's recent pub-
lication of proposed rules that
severely restrict flexible
spending accounts and tell
how he went ahead with a

program that anticipated the
restrictive IRS regulations.

Continued on facing page
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Continued from facing page
Also on Tuesday morning, mar-

keting and communications consul-
tant Herb Zeltner of Herbert
Zeltner Inc. makes a return visit to

the conference. He will present a
two-part program, called "A Look
at This Year's Winners," that takes
a close-up look at what makes a
winning benefits communications
program.

This lively, entertaining and in-
formative program has been the
highest-rated part of the confer-
enee by past participants.

The second part of this program
will be held after lunch on Tues-

day.
A session on "Management

Training," by Mr. Kieffer of Wil-
liam M. Mercer-Meidinger Inc. also
will be held Tuesday afternoon.
Mr. Kie'fer will focus on interper-
sonal communications and other

skills essential in training the pea-
ple who are needed to have a suc-
cessful program of communicating
benefits: managers, meeting lead-
ers, counselors, human resource
personnel and sometimes even em-
ployees.

Ms. Mcintyre, Business Insur
ance editor, will give the closing
remarks, and the conference wili
adjourn at 3:30 p.m.

To register for the conference
write to Business Insurance, Com-
munication Services Department,
220 E. 42nd Street, New York, N.Y
10017. Payment is required with
registration.

All cancellations must be re-

ceived in writing. A full refund
will be made on cancellations that

are received before July 1. A $100
service charge will apply to cancel-
lations that are received after July
1. No refund will be made on can-
cellation: that are received in less

than five business days before the
conference begins.

However, at any time the name
of another person from the same
company may be substituted for the
registrant without penalty.

All registrations will be con-
firmed in writing.

Registrants taking advantage of
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Kezer named acting regulator in Colorado
DENVER-John Kezer is sirv-

ing as interim acting insurance
commissioner in Cclorado -intil
voters decide this Novemoer

whether to change the way the
state's insurance regulator is se-
lected.

Mr. Kezer recen-ly repla.ed
Daniel J. Colaiannia, who had

served as interim aczing corr.mis-
sioner since the retirement of J.

Richard Barnes, who had held that
post for almost 20 years (BI, No.,
21,1983).

Mr. Barnes was tte last insur-
ance commissioner in the nation

who was a civil serv ce empliyee.
In Colorado. the commissioner .s

selected from among the top civil
service test scorers by the exec_nive
director of the Department of Reg-
ulation.

However, voters will be atle to

...

around the states

change th:t sele-..or Frocess
thrcugh a referendum ballot that
calls for tte zommissicner to be ap-
pcirted by the governor.

Mr. Kezer 37, comes to the state
Insirance Eivision frcn the De-

par.ment cf Emplcynent and
Trajning, where he was director.
He also has been an assisnant in the

at-crney general's office. It'S ex-
peeled that he will continue in the
insurance post until after the No-
v€mber election,

Auito claims

NEWARK. N.J.-A new provi-
sior_ in New Jersey's no-Yault auto-
mitile insurance law :s teing chal-

lenged in federal court by a state
employers association.

The suit, filed in U.S. District
Court in Newark, N.J., focuses on a

clause in New Jersey': Automobile
Insurance Freedom of Choice and
Cost Containment Act-the state's

no-fault law-that permits motor-
ists to file up to $2,500 in medical
claims arising from an automobile
accident wi:h their employer's
medical insurance plan.

This provision took effect Dec. 3,
1983. Previously, employees could
only file sue.h claims with their
own auto insurers.

Requiring employers to pay these
elaims will increase their annual

insurance costs by as much as 3%,

alleges the 7)0-member Employers
Assn. of New Jersey, which filed
:he challenge.

"The individual will save money,
oecause his auto insurance premi-
Jms w.ll oe reduced," said Harold
R. Hawkey, :he association's execu-
rive director.

"3ut cos:s will just be shifted
from one pocket to another.
There's no real saving," he added.

A spokesman for the New Jersey
Insurance Department, named as
:he defendant .n the suit, would not
comment on the legal action.

ln issuing the challenge, the em-
plovers' asso 2iaticn alleges the state
law is pre-empted by the federal
Employment Retirement Income
Seeirity Act. which hasjurisdiction
over employee health insurance
matters.

Mr. HawKey said he did not ex-

pect the suit to be resolved quickly.

Statute of limitations

ALBANY, N.Y.-The statute of
limitations for lawsuits on behalf of

workers injured or killed as a result
of exposure to harmful substances
would be extended by bills being
considered in the New York Legis-
lature.

Assembly Bill 3547A, which
passed the state Assembly March
12, would allow suits to be filed for
two years after a person becomes
aware of an injury caused by expo-
sure to a harmful substance. The

state's current law requires suit to
be brought within two years of ex-
posure.

An Assembly memo explaining
the bill notes: "For decades, New
Yorkers who have been injured or
who have died due to exposure to
asbestos, radiation, chemicals and
other toxic or carcinogenic materi-
als have been denied relief because

of archaic statutory time limita-
tions for filing injury
claims. . . .This legislation corrects
that injustice."

The bill also authorizes punitive
damages to be awarded "when an
injury or death was the result of the
defendant's reckless disregard for
the safety of consumers."

A similar bill-S,B.9158, intro-
duced in the Senate May 3 by Sen.
Ronald B. Stafford, R-Plattsburgh
-would permit claims to be filed
for two years after the time injuries
should have been discovered.

A spokesman for Sen. Stafford
said he expected the Senate to take
action on the bill before the end of

its 1984 session, in July.

Idaho commissioner
BOISE, Idaho-Trent M. Woods

is stepping down as Idaho's director
of insurance at the end of May to
join the George Washington Corp.,
an insurance holding company in
Jacksonville, Fla.

Wayne L. Soward, 46, who has
been the department's administra-
tor of regulation, was nominated by
the governor to replace Mr. Woods.
The Senate is expected to confirm
his nomination early next year
when it goes into session.

Mr. Soward joined the Idaho De-
partment of Insurance in 1973 as an
investigator. Since then he has
been a supervisor in the public ser-
vice and consumer protection divi-
sions of the department.

As administrator of regulation,
which is like a chief deputy in
other juridictions, Mr. Soward has
been in charge of 10 insurer liqui-
dations in Idaho.

Before joining the department,
Mr. Soward worked in the insur-
ance industry as a claims represen-
tative, field adjuster and salesman.
He has an undergraduate degree in
general studies, with a minor in
business and history, from Eastern
Oregon State College in La
Grande.

Mr. Woods said he is leaving the
regulator's post, a job he has held
since 1980, because George Wash-
ington Corp. "made too good an
offer" and because it allowed him

to move to Florida, where he was
born.

In the new position, Mr. Woods
will handle internal administration.

Curiale promoted
NEW YORK-Superintendent of

Insurance James P. Corcoran has

announced the appointment of
Deputy Superintendent Salvatore
R. Curiale as first deputy superin-
tendent of the New York Insurance
Department.

Mr. Curiale replaces Donald D.
Gabay, who resigned as first dep-
uty after more than six years in the
Post.



Hancock unit may acquire Unigard Mutual
Hanseco Insurance Co. of Boston,

a property/casualty subsidiary of
John Hancock Mutual Life Insur-

ance Co., says it is discussing the
possible acquisition of Unigard Mu-
tual Insurance Co. of Seattle.

The two companies have signed a
letter of intent to negotiate the ac-
quisition, but apparently have not
reached a definitive agreement.

Any acquisition would be subject
to approvals by regulatory authori-
ties and Unigard policyholders.

A Hanseco spokesman said that
the insurer's business is focused

primarily in the East and that Uni-
gard would give it a greater West
Coast presence.

Unigard writes a variety of per-
sonal and commercial

property/casualty lines.

HMO partnership
HealthAmerica Corp. says it has

raised $25 million for the formation
of five new health maintenance or-

ganizations through a limited part-
nership offering.

HealthAmerica Partners L.P., a
limited partnership organization,
was formed to sell 500 partnership
units to individual investors for

$50,000 each. Individual investors
typically receive tax and other
benefits through such arrange-
ments (BI, May 14).

The partnership will be managed
by another HealthAmerica Corp.
subsidiary, and HealthAmerica will
have the option of buying the part-
nership's HMOs after four years.

The five HMOs will be opened
within the next 12 months. Four

will be located in Birmingham,
Ala.; Omaha, Neb.; Hampton
Roads-Norfolk, Va.; and Little

Rock, Ark. A fifth location is yet to
be selected.

401(k) plans
The Life Insurance Co. of Vir-

ginia, a Richmond-based subsidiary
of Continental Group Inc., plans to
market 401(k) salary reduction
plans for small employers in con-
junction with Barclay Group, a
Philadelphia-based employee ben-
efit plan administrator.

The plans, administered by Bar-
clay, are for firms with fewer than
500 eligible employees.

New brokerage
Repath Associates, a new insur-

ance brokerage, has been formed in
Tennessee.

The new firm, headed by Derek
J. Repath, is located at 4301 Hills-
boro Road, Suite 214, Nashville,
Tenn. 37215; 615-297-1739 or 800-
621-2517.

Branch office
Insurance & Financial Consul-

tants Inc., a risk and insurance

management consulting firm based
in Austin, Texas, has opened a new
office in Cleveland.

The office will be directed by
May Lou Kirk, who is a vp and
principal of the company. Ms. Kirk
had been a consultant with Crain,

Langer & Co. in Rocky River,
Ohio, and is a past president of the
Insurance Consultants Society.

The new office is located at 8905
Lake Ave., Cleveland, Ohio 44102;
216-631-2004.

Agency name change
Ancel Earp, McEldowney &

McWilliams Inc., an insurance
agency based in Oklahoma City,
changed its name to McEldowney,
MeWilliams, Deardeuff & Journey
April 1.

Illinois exchange
The Illinois Insurance Exchange

markets

says that direct premiums and rein-
surance assumed by its eight syndi-
cate members rose 293% in 1983, to
$7 million last year from $2.39 mil-
lion in 1982.

About one-third of this growth
came from Travelers Illinois Syn-
dicate, a unit of Travelers Indem-
nity Co., according to James M.
Skelton, the exchange's executive
director.

The number of insurance con-

tracts issued rose by 454%, to 581 in
1983 from 128 in 1982.

Meanwhile two new brokers

have been approved as Exchange
participants, bringing the number
of broker members to 45.

The new brokers are Bryson

Associates Inc. of Jenkintown, Pa.;
and Lodderhose & McGinn Inc, of

Chicago.

Office reorganization
Interstate Insurance Group of

Chicago has reorganized its under-
writing operations.

The group's all-risk property de-
partment has been consolidated
with other property underwriting
functions into a new property un-
derwriting department. The new
department is headed by Ronald L.
Kuczynski, a vp.

A separate casualty underwriting
department has been formed,
headed by Vp Thomas E. Long.

Acquisitions
ISU/Gold Insurance Agency

Inc. of San Diego has acquired Pre-
ferred Risk-Insurance Agency, a
Los Angeles-based agency market-
ing the products of Preferred Risk
Mutual Insurance Co. of Des

Moines, Iowa.

New offices

MeNeary Insurance Consult-
ing Services Inc., the
property/casualty consulting divi-
sion of the actuarial consulting firm
of Booke & Co., has opened a new
office headed by Arthur L. Fuller
III, at Northwest Office Park, At-
lanta, Ga. 30339; 404-955-0324.

Tindall Associates lIne., an in-
surance consulting firm, has moved
to new offices at 3041 Woodcreek

Drive, Suite 150, Downers Grove,
Ill. 60515; 312-810-1330.

Richard L. Jarrett Sr. Inc., a
Dallas-based excess/surplus lines
broker, has opened a new branch
office at 2727 E. 21st St., Suite 614,
Tulsa, Okla. 74114; 918-742-2176.
The new office is headed by James
E. Christie.

Captive & Self Insurance Ser
vices Inc., a captive insurance
company consultant and manager
based in San Bruno, Calif., has
opened a Southern California of-
fice headed by Chris De Sales, as-
sistant vp. The new office is located
at 11827 Ventura Blvd., Studio City,
Calif. 91604; 213-509-0885.

Mattei-Webber lIne. and The

Underwriters Alliance have

moved to new offices at 1405 Fifth

Ave., Seattle, Wash. 98101; 206-682-
0991. •
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American General promotes William Dandy
William E. Dandy has been

named s€r.ior vp anc director of
underwriting at An--er.can General
Fire & Casualty Cc. in Hcuston, a
subsidiary of Maryland Cesualty
Corp.

Mr. Dandy was 8 reviously a se-
nior vp of commercial lines inder-
writing with the Dompary. He
joined the company in 1949.

Also, William C. Alerander II

was promoted to vp End director of
claims at American General in

Houston. He had been a f..eld claims

administrator in the Atlanta office.

And, Kenneth D. Javor named vp
and director of marketing and
branch operations for American
General in Houston HE wa: most

recently -p of market.r.g for the
company in its Houston office.

Other insurer changes:
Dan Francis named vp .n the

comings & goings: industry

business insurance division of Cali-

fornia Casualty Insurance Groip in
San Mateo, Calif. Mr. Frareis

joined California Casualty in 1979.
Catherine Barr named presi-

dent of Independence Health Plan
of Southeastern Michigan Ine., a
health maintenance organization.
Ms. Barr now has complete respon-
sibility for the HMO, a wh Dlly
owned subsidiary of Independence
Health Plan Inc., based in Soith-
field, Mich. Also, Manilal S. Por-

wall named vp of operations for
Independence Health Plan. Before
joining Independence Health Flan,
Mr. Porwall was associate execu-

tive director of Group Health Plan
of Southeastern Michigan.

Haneseo Insurance Co., the prop-
erty.'casually unit of John Hancock
Mut-tal L.fe Insurance Co., pro-
moted Stephen F. Kraysler to ex-
ecutive vp from senior vp. Also, E.
Frederick Fossa named senior vp-
corporate operations. He had been
vp and actuary. Also. Harry W.
Wilcott prcinoted to senior vp-in-
surance iperations from vp,

William E. McCool appointed
vp of Indiana Insurance Co. and
Consolidated Insu ranee Co., based

in Indianapolis. Mr. McCool will be
property/casualty manager in the
home office claims division.

Steven W. Wozniak named re-

gional vp and regional under-
writing ma ager of Allendale In-

surance's Midwest region, based in
Oakbrook, Ill. Mr. Wozniak joined
the firm in 1976.

Daniel J. Begley named presi-
dent of Attorneys' Liability Assur-
ance Society Ltd., a Bermuda-based
insurance company. He succeeds
Thomas S. Chittenden, who had
been president of the firm since it
was founded in 1979, Mr. Chitten-

den will remain as a consultant to

the company. Mr. Begley had spent
29 years with Allstate Insurance
Group, most recently as field exec-
utive vp of the Eastern zone.

Loren Alter, senior vp of fi-
nance for Zurich-American Insur-

ance Cos., appointed chief operat-
ing officer and elected senior vp of
Zurich Holding Co. of America. He
joined Zurich-American in 1979.

Richard D. Given named vp
and director of underwriting at
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Maine Bonding & Casualty Co., a
subsidiary of Maryland Casualty
Co. in Baltimore. He had been vp
and property manager.

Agents/brokers
Timothy Molloy named resi-

dent vp of Alexander Howden In-
surance Services of Texas Inc. in

Dallas. Mr. Molloy will handle all
Southwestern operations. He had
been assistant vp at Risc Inc.

Peter J. Volpe joined the risk
management department of Marsh
& McLennan Inc. in Seattle as vp.
Mr. Volpe joined M&M in 1971.

Brad Stammler named vp and
manager of the construction divi-
sion at Corroon & Black of Ohio in

Columbus. Mr. Stammler has been

with the company five years. Also,
Stuart H. Reynolds joined Cor-
roon & Black as vp and manager of
the surety and fidelity division.
And, Lynn E. Larson joined the
company as vp and manager of the
corporate division.

William P. Martz elected senior

vp of Rollins Burdick Hunter
Agency of Ohio Inc. Also, Louis H.
Bauman elected vp of the firm.

Excess/surplus
Bobby Maes appointed senior

vp of commercial underwriting for
Guaranty National Cos. in Eng-
lewood, Colo. Mr. Maes was most
recently assistant vp of casualty un-
derwriting with Reliance Insur-
ance Co.

Phillip J. See and George Tsui
elected vps at Atwater MeMillian
Inc., a specialty risk/surplus lines
unit of St. Paul Fire & Marine In-

surance Co. in St. Paul, Minn. Mr.
See was elected vp-underwriting
services. He had been a claims ser-

vice manager with St. Paul Fire &
Marine. Mr. Tsui was named vp-
major accounts underwriting. He
had been Atwater MeMillian's fi-

nancial underwriting officer.
Doug Larson appointed vp of

American Agrisurance, a managing
general agency and special crop
and hail insurer, in Council Bluffs,

Iowa. He will direct the operations
of the special risk division.

Kenneth J. Peterson named ex-

ecutive vp at Gainsco Inc., a surplus
lines underwriter headquartered in
Fort Worth, Texas. He joined the
company in 1982 as senior vp and
as executive vp of the company's
computer software subsidiary,
Agents Processing Systems Inc., a
position he will retain. Also, Jack
L. Johnson named senior vp of un-
derwriting for Gainsco. He will
manage all underwriting activities
at the company. He joined Gainsco
in 1979.

Other suppliers
John J. Connelly joined Yaffe &

Offutt Associates Inc. in Baltimore

as manager of group insur-
ante/flexible benefits. Y&0 is an

employee benefit and actuarial
consulting firm.

Frederick E. Wicks named

president and chief executive offi-
cer at Self-Insurers Service Inc., a
claims administration firm. He had

been vp of Virginia Surety Co.
Other changes at Self-Insurers Ser-
vice include Thomas P. Beresky,
named vice chairman, and Herbert
J. Carlson, named executive vp.
Mr. Beresky had been president of
the firm, and Mr. Carlson had been
senior vp. The moves follow the re-
tirement of the company's chair-
man and chief executive officer, R.
Raymond Muller.

Walter B. Kendall named presi-
dent of Chicago-based Certified
Claim Corp. He had previously
been a vp with the company. Be-
fore joining Certified, Mr. Kendall
was claims director for Stewart
Smith Mid-America Inc. .
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Conable FSA proposal would cut revenue: EBRI
By JERRY GEISEL

WASHINGTON-Enactment of

a proposal to place a ceiling on the
amount of reimbursement offered

through flexible spending accounts
would lead to a small revenue loss
for the federal government, a re-
search group says.

The Employee Benefit Research
Institute estimates that enactment

of the proposal by Rep Barber
Conable, R-N.Y., would cost the
federal government $61.8 million
in income and Social Security taxes
between 1985 and 1989.

The Conable proposal, which
may be attached to tax legislation
to be considered by a House-Senate
conference committee, would re-
quire employees to choose in ad-
vance the benefits they want to
fund, would place a cap on the
value of benefits offered in an FSA

and would require employees to
roll over unused benefits into a
benefits bank for use the next year
(BI, May 7).

In its calculations, the EBRI as-
sumes that the number of employ-
ees eligible for FSAs will jump
from 1.5 million in 1985 to 9.4 mil-
lion in 1939.

The EBRI also assumes that the

average employee will have his or
her salary reduced by $600 a year
and that employers will, on aver-
age, contribute $400 per employee
to their FSAs.

The $61.8 million cost estimate
compares to an $11.5 billion reve-
nue loss between 1985 and 1989

projected by the Treasury Depart-
ment if FSAs continue to expand
without limitation.

Under the Conable proposal, the
maximum amount of benefit op-
tions, except for dependent child
care, offered through an FSA
would be limited to $2,000.

For dependent child care, the cap
would be set at $2,400 for partici-
pants with one child and $4,800 for
employees with two children.

In a related development, more
employers are using newspaper ads
to lobby Congress on rules affecting
flexible spending accounts.

In an "Open Letter to Congress,"
published in The Washington Post,
the Employers Council on Flexible
Compensation says federal legisla-
tors must act to overturn proposed
Internal Revenue Service rules on
FSAs.

Under those rules, which will
apply retroactively, "employees in
nearly every state and congressio-
nal district will be forced to pay
back taxes, interest and penalties
on medical and child-care benefits
they have already received," the
council notes.

While Congress authorized flexi-
ble benefit plans six years ago
when it added Section 125 to the
Internal Revenue Code, the IRS
has refused to provide guidance-
until now-on the types of plans
that will be allowed.

"Under the circumstances, to
apply these new rules retroactively
is arbitrary and unjust," according
to the council, whose 150 members
sponsor or are interested in flexible
benefit plans.

The council says in ad that it
favors the proposal by Rep. Con-
able.

Four other trade associations-

the U.S. Chamber of Commerce,
the National Assn. of Manufactur-
ers, the ERISA Industry Committee
and the Assn. of Private Pension

Plans-also recently advertised in
The Washington Post to protest
proposed limits in legislation
passed by the House, H.R. 4170, on
reserves held by 501(c)(9) trusts and
experience-rated benefit plans (BI,
May 21).

washington

says it is time to change the Mul-
tiemployer Pension Plan Amend-
ments Act of 1930.

The Washington-based rrade as-
sociation, whose 49 members are
engaged in stevedoring and marine
terminal operations, says Multiem-
poyer Amendments Act should be
overhauled so that multiemployer
plans cannot increase benefits until
the plan is substantially funded.

In addition, uniform accounting
rules, actuarial assumptions and a
single interest rate should be set by
the federal Pension Benefit Guar-

anty Corp. and no: by the multiem-
ployer plans.

Furthermore, the stevedoring
group says employers thai are in-

vo:untarily forced to w. thdraw
from underfunded multiemployer
plans should be exempt from pay-
ins a share of the plan's unfunded
vested benefits.

OSHA hearings set
The Occupational Saie:y and

Health Administration wi]1 hold

hearings this summer in Washing-
ton, Casper, Wyo., and Dallas on its
proposed safety standards for oil
and gas well drilling and :ervic-
ing.

The workplace safe:y he arings
will begin at 9:30 a.m. on these days
and locations: July 24-26 :t the De-
partment of Labor Building Audi-

How can ycu beat soaring health
care costs? One way is to prevent
illness and cisability before they
incapacitate your empioyees-
and your balance sheet.

torium, 200 Constitution Ave. N.W.
in Washington; July 31 and Aug. 2
at Ramada Inn, Mardi-Gras Room,
Interstate 25 and Center Street in

Casper; and Aug. 8-10, at the
Sheraton-Dallas, Junior Ball Room,
400 N. Olive St in Dallas.

Issues to be discussed at the hear-
ings include:

• Testing of equipment to pre-
vent blowouts.

• Hearing conservation for
workers.

• Emergency escape devices.
• Fire prevention measures.
• Design of control knobs and

equipment levers.
Those that want to participate in

the hearings should contact Tom
Hall, U.S. Department of Labor,
OSHA Division of Consumer Af-
fairs, Room N-3662, 200 Constitu-
tion Ave. N.W., Washington, D.C.

GOOD
EMPLOYEE

HEALTH
IS

GOOD
BUSINESS

Since 1972, United Health
Main:enance has provided
preventive health programs for
more than 500,000 people coast-
to-coast. That experience, a nation-
wide network of chemical depend-
ency treatment centers, a Derma-
nent staff of health professionals, 25
mobile health clinics and one of the most
advanced delivery and analysis systems
save you the headaches of establish-
ing or enlarging the scope of your
owr health programs. That's only
the first savings. Working with you,
United Health Maintenance can

hels lower your per claim insur-
ance costs, increase worker pro-
ducrivity, satisfy OSHA and NIOSH
requirements, and protect you
against future liabilities

Wherever you are, however large your work force,
United Health Maintenance can design the program

20210; 202-523-8024.

Work comp premiums
Employers spent $22.9 billion in

workers compensation premiums
in 1981, up 2.9% from 1980, the So-
cial Security Administration re-
ports.

However, employer eosts for
workers compensation, as a percent
of payroll, dipped slightly, declin-
ing to $1.84 per $100 of payroll in
1981 compared with $1.96 per $100
of payroll in 1980.

The Social Security Administra-
tion also reports in an article in the
April issue of the Social Security
Bulletin that injured workers col-
lected $15 billion in workers com-
pensation benefits in 1981. up from
$13.6 billion in workers comp bene-
fits in 1980. •

exactly right for your employees
and your budget.
Our services include:

On-site Health Screening for
early detection of such illnesses

as heart disease, respiratory
problems, diabetes.

Health Education/Promotion Work-

shops to inform your employees
and prevent health problems.

Hearing Conservation Programs to
prevent hearing loss due to noise·

exposure.

Chemical Dependency Treatment
Programs for dealing with drug

and alcohol problems-including
counseling and referral to treatment

centers.

invest in the good health of your
business. For more information

and a free brochure, call or write Monica E. Oss, Vice Pres-
ident, Business Development, 800-638-5891. United
Health Maintenance, 9017 Red Branch Road, Columbia.
MD 21045
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B4TO: Monica E. Oss, Vice President, Business Development
United Health Maintenance, 9017 Red Branch Road
Suite 203, Columbia, MD 21045
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0 On-site Health Screening 0 Hearing Conservation Programs
O Health Education/Promotion O Chemical Dependency

Workshops Treatment
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Use all available cost-control tools: Expert
CEBS designees discuss benefit issues

HERSHEY, Pa.-Certified Employee Benefit Specialists gathered
in Hershey from April 29 to May 2 to discuss the current state of
employee benefits at the third annual symposium of the Interna-
tional Society of Certified Employee Benefit Specialists.

The annual symposiums are open only to those who have received
the CEBS designation, which is conferred after the successful com-
pletion of a 10-course program co-sponsored by The Wharton School
of the University of Pennsylvania in Philadelphia and the Interna-
tional Foundation of Employee Benefit Plans in Brookfield, Wis.

To date, 871 have received the designation, while an additional
16,000 people are enrolled in the program.

Of those certified, 85 attended the conference held at the Hotel

Hershey. And, while benefits was the key topic of conversation, the
subject of chocolate was often discussed, as many a sweet dessert and
candy treat was provided by the hotel, built by Milton S. Hershey of
chocolate bar fame.

For more information on the CEBS degree or the ISCEBS, contact
ISCEBS President Robert B. Jones, assistant vp and manager of the
executive benefits division, Equibank, Pittsburgh, Pa.

By SALLIE J. DRURY

HERSHEY, Pa.-Employers
should make sure they are taking
advantage of every health care
cost-containment opportunity, one
benefit manager says.

Speaking at the annual sympo-
sium of the International Society of
Certified Employee Benefit Spe-
cialists in Hershey, Edward J.
Myatt, benefits planning and com-
pliance consultant with Atlantic
Richfield Co. in Los Angeles,
summed up the areas on which
benefit managers should focus in
their battle to fight health care
Costs.

One of those areas, he said, is
wellness incentives.

"In wellness programs, the peo-
ple in the corporate benefits plan-
ning and medical departments are

'(HMO) participation
is increasing by
about 10% each

year," Arco's Mr.
Myatt explains.

teaming up to develop programs to
encourage their employees to
change their lifestyle," Mr. Myatt
said.

"Health enhancement programs
-which include stop-smoking, nu-
trition, weight-control, physica. fit-
ness, stress management, cancer

detection, hypertension screening,
periodic physicals and psycho.ogi-
cal counseling-encourage the em-
ployees to change their lifestylE" to

Whether your business is small,
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or not small at al 1.

Nationwide can protect your business with a
full range of insurance coverage no matter how
big or small you are. No matter how fast you
are growing. Nationwide has the special f.exi-
bility to develop customized solutions for your
insurance problems.

Today, when it makes more
sense than ever to get a secondopinion on your insurance pro- 

gram, be sure to talk to a Nationwide represen-
tative.· Ask about coverage and most impor-
tant, about Nationwide's support services.

Whether you are small or not small at all,
your business deserves big protection from
Nationwide Insurance. It's all part of Nation-

wide's blanket protection for
your business. And, of course,
your family.

NATIONWIDE
INSURANCE

® Nationwide is on your side

Nationwidd is onyour side
Home Office: One Nationwide Plaza, Columbus, Ohio 43216 • Nationwide Mutual Insurance Company

Nationwide Mutual Fire Insurance Company • Nationwide Life Insurance Company
Available in most states. An equal opportunity employer.

a healthier one, he noted.

Plan design changes are another
area of concern to benefit manag-
ers, Mr. Myatt said.

Comprehensive health care plans
that include some cost sharing, in
contrast to first-dollar medical

plans, "will convince our employ-
ees to use their medical plans effec-
tively and cut down on the over-
utilization of medical facilities.

"Our company mailed a copy of
the book "Take Care of Yourself-

A Consumer Guide to Medical

Care," written by Donald M. Vick-
ery, M.D., and James F. Fries,
M.D., to all of our employees and
retirees, along with their compre-
hensive medical plan enrollment
package.

"We had a Cadillac plan and
then we said, 'You people will start
making choices,' " Mr. Myatt ex-
plained.

of a comprehensive medical plan
Since the additional cost-sharing

gets employees more involved in
"shopping" for medical coverage,
the book assisted them with this

new task. "We said, 'Read the book.
Join the team.' "

Employee assistance programs
are another tool through which
employers can help control costs
that costs relatively little. These
programs help "reach employees at
the early stages of their (psycholog-
ical or financial) problems and
refer the employee to the proper
facilities for help," he said.

And, absentee-control programs
are another cost-cutting area.
"Many employers have become
aware of the fact that excessive ab-

senteeism has become an unaccept-
able cost. Absentee-control pro-
grams are being implemented and
they are showing a reduction of
25% to 35% in lost time due to ab-
senteeism."

One way to reduce absenteeism is
to keep a close check on short-term
and long-term disability plans, Mr.
Myatt said. "Some employers are
involving their supervisors in the
absentee-control programs with the
possibility of termination of em-
ployees who have unacceptable at-
tendance records or who have

abused the sick-pay plans," he said.
Supervisors can keep closer con-

tact with individual employees and
can more easily determine abuse of
sick time, short-term or long-term
disability benefits than can a corpo-
rate claims examiner or benefits

manager, he explained.
Similarly, workers compensation

is another area that can be abused

and thus should be examined for

cost-containment opportunities.
"Employers have seen the costs

of their workers compensation
claims increase considerably with
no relief in sight, with all types of
illnesses now being accepted as
compensable," Mr. Myatt said. "The
employers must set up strict review
procedures for claims," making
sure the illnesses cited fall under

workers compensation.
For medical care, alternate deliv-

ery systems-such as health main-
tenance organizations, preferred
provider organizations and surgi-
centers-can save money for an
employer who builds incentives
into the company plan to encourage
employee use.

"Many employers. . .have offered
HMOs to employees and the partic-
ipation is increasing by about 10%
each year," Mr. Myatt said. "In Cal-
ifornia, the participation in HMOs
ranges from 10% in the oil industry,
35% in the aerospace industry and
75% for the employees of the city of
Los Angeles.

"PPOs are beginning to take
hold" as well, he continued. "With
effective utilization controls, the

PPOs can reduce medical plan costs
by reducing the length of hospital
stays and by using outpatient facili-

Continued on facing page
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ties."

Some of those outpatient facili-
ties are medical clinics. surgi-
centers, skilled nursing facilities,
hospice and health care in the
home.

"These settings are cost-effective
and provide quality medical care,"
he said.

Utilization review is a necessary
requirement to get the most mile-
age out of a PPO, but it is also a
useful cost-containment tool apart
from the preferred provider orga-
nization, Mr. Myatt noted. The
types of utilization review that can
help control costs include:

• Pre-admission certification.

This takes place prior to hospital-
ization, and prevents one-day hos-
pital stays for procedures that could
be performed on an outpatient
basis. Pre-admission certification
can also determine in advance the

expected length of stay for a partic-
ular diagnosis.

• Concurrent review. This is

conducted while the patient is hos
pitalized, and guards against inap
propriate or unnecessary proce-
dures, as well as encourages dis-
charges as early as possible. "A re-
duction of one day for each patient
results in a savings of $600 to $700
per patient, which is a considerable
savings to the medical plan," Mr
Myatt said.

• Retrospective review. After a
period of hospitalization, this type
of review can reveal which health

care providers are the most cost-ef-
fective.

• Hospital audits. "Employers
through specialized (hospital audit-
ing) firms, are making use of hospi-
tal audits (to determine necessity
and efficiency of care), which are
returning $5 to $10 for every dollar
invested," Mr. Myatt said. "Em-
ployees will also be looking at their
hospital bills more closely now that
they are responsible for paying a
portion of it."

• Data collection. Computer-
generated data can reveal where
health care dollars are being spent
-on what employees, at which
hospitals, with which physicians
and for what procedures. With this
data, employers can develop bene-
fit plans and cost-containment stra-
tegies that will be most effective in
their unique situation.

The reimbursement of hospitals
and physicians is another area
where both the federal and state

governments and the private sector
see cost-containment opportunities,
Mr. Myatt said.

The national diagnosis-related
group or DRG program for Medi-
care reimbursement is designed to
give hospitals an incentive to oper-
ate more efficiently (see story, page
63). Meanwhile, "state Medicaid
programs may follow California,
which has negotiated per-diem
payments to selected hospitals,"
while other states may follow the
DRG reimbursement system, he
said.

Mr. Myatt also said he anticipates
that both federal and state govern-
ments will contract with health

maintenance organizations for
Medicare/Medicaid payment.

As a result of these federal cost-

cutting programs, the private sector
"has had to bear the cost shift and

pick up those costs that should have
been paid by federal Medicare and
state Medicaid if they had paid
their fair share," Mr. Myatt said.
HMOs and PPOs are, in part, reim-
bursement systems employers hope
will tackle costs while increasing
hospital competition.

Employer coalitions are another
tool benefit managers can use to
help bring health care costs under
control.

"I'm convinced that the em-

ployer coalitions will have the
greatest impact in changing the
health care delivery system to be-
come cost effective and meet the

real needs of the purchasers who

are the employers, employees and
retirees," Mr. Myatt said.

Benefit managers need to be
mindful not only of their own high
health care costs, but also of federal
government intervention, since the
government wants to contain its
own health care expenditures and
generate additional tax revenue.

"The federal government,
through many different pieces of
legislation, is attempting to gen-
erate tax revenue, which in mar.y
cases is working at cross-purposes
with the private sector initiatives
for cost containment," Mr. Myatt
said.

:'If the private sector through
the employers' efforts and the pro-
viders' cooperation does not ob-
tain solutions to the medical care

(cost) crisis, then the government is
ready (with its own solutions) and,
like England and Ireland, we can
all purchase private insurance on
the side to avoid waiting nine to 12
months for elective surgery" in a
government-paid clinic.
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There are many possible combinations with Mutual
Benefit's Long Term Disability.

And our group sales representatives will work with
you to come up with the combination just right for
each selling situation which you face.
The flexibility comes from such LTD features as:
0 Dual definition of disability:

Il an inability to work test'.
El a choice of a 50% or 80% earnings test.

C You can offer a choice of qualifying periods.
0 You can offer preferred rates for professional groups.
0 You can offer a dividend to larger groups.
O You can offer Executive "No-Offset" LTD to certain
groups.

All of our LTD plans feature:
0 Employees may work while disabled-limited
employment will not interrupt the Qualifying
Period or benefits.

0
1

KER PROHLES
.business
insurance

New York: 220 East 42nd Street, N.Y. 10017 (212)210-0133
Chicago: 740 Rush Street, IL 60611 (312)649-5275
Los Angeles: 6404 Wilshire Blvd., CA 90048 (213)651-3710

1 Mutual Benefit may assume an active role in reha-
bilitation. It assists claimants to become self-support-
ing and productive, makes them want to get better.
Everyone benefits, including the employer.
53 Benefits will be paid while the insured is engaged in
rehabilitative employment after the Qualifying Period.
0 There are no reductions in benefits for individual,
franchise or wholesale disability income policies,
whether or not paid for by the employer.
O A Conversion Privilege.

Sales support comes from our nationwide network
of experienced group sales representatives work-
ing out of 22 conveniently located Mutual Benefit

Real help is just a phone call away.
Call our nearest office for details on Mutual

B6nefit's LTD. We're in the White Pages...or write
Group Sales Dept., 570 Broad St., Newark, N,J. 07101.

 Mutual Benefit Life
Newark, NJ, Kansas City, MO.
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Computerized health plan administration:
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Flexible programs increase
workers' interest in benefits

By SALLIE J. DRURY

HERSHEY, Pa.-Flexible bene-
fit plans are not only a way to
reach diverse segments of the em-
ployee population while using
health dollars more efficiently,
they also heighten employees' ben-
efits consciousness, one benefit
manager says.

"I just received a memo from an
employee asking if we would add
an Individual Retirement Account

as an option on our flexible benefit
plan," said Mary Jane Klansky,
director of employee benefits for
Educational Testing Service, based
in Princeton, N.J.

"That tells me employees really
care and get involved, and that
kind of communication you can't
buy," Ms. Klansky explained.

Speaking before a session of the
annual symposium of the Interna-
tional Society of Certified Em-
ployee Benefit Specialists, held re-
cently in Hershey, Ms. Klansky
shared with other ISCEBS mem-

bers the 10 years of experience ETS
has had with flexible benefit plans.

The flexible plan at ETS has
been in place since 1974, when a
limited-option plan gave employees
choices among non-taxable bene-
fits, like dental insurance and sav-
ings plan options. Since then, the
flexible plan has grown to include
taxable benefit options and other
new benefits (BI, Sept. 5, 1983).

However, the plan is still very
structured, providing a "core plan"
that includes medical and life cov-

erages. Options are restricted to
savings plans, dental insurance, ad-
ditional vacation days, day-care
benefits and other benefits "above

and beyond the core.
"We are looking ahead toward

total flexibility, though," she said.
"That is, a totally flexible benefits
and compensation package which
would give employees a choice for
every benefit they receive-but
that wouldn't be until 1986."

Ms. Klansky allayed some of the
common fears benefit managers
have regarding flexible benefits.

"We had no trouble writing flex-
ibility in with our carrier (Pruden-
tial Insurance Co. of America)," she
said, "and they were very willing
to work with us and what we

wanted to do.
"We were also concerned with

adverse selection when we offered
the dental insurance option. We
thought only those employees anti-
cipating a big dental expense would
take out the coverage," Ms.
Klansky continued.

"But, we put in incentives for
continued enrollment, so that a
larger percentage of dental ex-
penses are paid for as you continue
in the plan. And, we were surprised
to find that most people were pur-
chasing the insurance for mainte-
nance.

"We also did not increase staff,"
she said. "I have four people re-
porting to me and we have four
nurses on staff. Actually, this year I
decreased (staff) by one position."

However, she admitted that flex-
ible benefits are so different from

conventional benefit plans that the
transition is difficult.

"It's horrendous in the begin-
ning. I'm not going to kid you," she
said. "It costs money, but then it
costs money to stay with any plan."

It was a particularly complicated
and costly transition for ETS be-
cause it designed and implemented
its own plan administration soft-
ware, "and it took us two years
from the time we decided to do it to

the time we had copyright enroll-
ment forms," Ms. Klansky said.

The development of the original
software cost ETS $250,000, and the
total start-up costs came to $1.4 mil-
lion, including the cost of benefits.
However, ETS did not pay a con-
sulting fee because the complete
program was installed internally.

As for the proposed Internal
Revenue Service regulations af-
fecting flexible benefits, especially
flexible spending accounts (BI, May
14), Ms. Klansky urged benefit
managers that "if you have any
clout with your senators or repre-
sentatives, ask them to get in touch
with Sen. Robert Packwood, R-
Ore., to sign the letter he is send-
ing" to the Senate Finance Com-
mittee that defends many provi-
sions in FSAs that have been chal-
lenged by the IRS.

"That is very important," Ms.
Klansky continued. "We have got
to get the support for our flexible
benefit plans and FSAs." m
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HERSHEY, Pa.-Although
every preferred provider organiza-
tion is unique, employers are wise
to study the experiences of those
companies and communities that
have already dealt with PPOs.

"When you've seen one
PPO. ..you've seen one PPO. Each
one is different," said Gary F. Jen-
kins, account executive in the Eng-
lewood, Colo., office of consultant
Martin El Segal Co.

"But, I want to share with you
the Denver experience, since we
have been working with PPOs for
seven years now," Mr. Jenkins told
the annual symposium of the Inter-
national Society of Certified Em-
ployee Benefit Specialists.

However, most companies think
their only advantage in contracting
with a PPO is to obtain a discount
for services. "That totally misses
the point," Mr. Jenkins said. "Utili-
zation and claims review is where

you really contain costs.
"If PPOs continue and are sue-

cessful, it will be because they have
a utilization review program that
works. If they don't (have such a
review program), they won't sur-
vive."

If employers want to set up a

4
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PPOs not all the same, consultant says
By SALLIE J. DRURY

 First, he said, the structure and
success of PPOs at containing costs
varies widely. "How a PPO is
structured depends on what attor-
ney you talk to, and (measuring)
success might be premature be-
cause PPOs in general have not
been operating very long. The
early PPOs were really an offshoot
of some old hospital discount agree-
ment, which you may be familiar
with from the Blue Cross organiza-
tions."

But, the contemporary PPOs in-
clude free choice of health care
providers for employees with in-
centives to seek care from pre-
ferred providers. They also include
peer and utilization review proce-
dures and the promise of improved
cash flow to the providers, among
other features, Mr. Jenkins said.

But, a PPO is not an insurance
plan or a health maintenance orga-
nization, he continued. "It's a deliv-
ery system, not insurance."

Most PPOs give employees the
freedom to choose providers at the
point of service, but some com-
panies, such as Stouffer Corp., lock
employees into the preferred pro-
vider if they choose the PPO plan
(BI, March 12).

However, freedom of choice is
one of the key advantages to partic-
ipants, Mr. Jenkins said, and that is
how the Denver PPOs are struc-
tured. Freedom of choice is an ad-

vantage to providers because it
protects the fee-for-service system,
unlike an HMO, he said.

"However, some PPOs have a
'gatekeeper' concept (in which one
family physician makes referrals to
other specialists), but we in Denver
haven't gotten into that.

"PPOs also continue to allow the

physician to determine the appro-
priate level of care, which is cross-
checked through the peer review
system," he continued.

The advantages of PPOs to com-
panies and associations that sponsor
benefit plans include the reduction
of costs because of the combined ef-
feet of utilization review and a ne-

gotiated fee schedule. Also, admin-
istration is easy and employees are
more satisfied if they are given a
choice of providers and incentives
to use cost-effective providers.

In addition, introducing a PPO
presents an opportunity to improve
benefit communications. "Clear

communication of the choice con-
cept and incentives is mandatory,"
Mr. Jenkins said.

'If PPOs continue and are successful, it will
be because they have a utilization review

program that works. If they don't (have such a
review program), they won't survive,'

says Segal's Gary F. Jenkins.

PPO or get involved in a hospital-
or physician-established preferred
provider organization, they should
first look for or organize some kind
of review panel that can exercise
some control over member hospi-
tals and physicians, Mr. Jenkins
said. This is a quality-control mea-
sure to keep costs down while
maintaining good medical care, he
explained.

Then, employers and providers

0
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should work together to determine
acceptable reimbursement levels,
which can be guaranteed for a con-
tract period.

"In the Denver area, the reim-
bursement levels negotiated with
PPOs have not gone up the way
usual, reasonable and customary
levels have," he said.

"PPOs in Denver have renego-
tiated their fee schedules once a

0
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year for every year they have been
in operation," Mr. Jenkins contin-
ued. "Negotiating a fee for a set ser-
vice is better than negotiating a
percentage (discount), because rates
can be inflated (in the latter case)."

The next important step is to
work with the PPO in establishing
a peer review mechanism "that has
some teeth to it," Mr. Jenkins said.
If the peer review system doesn't
work t6 make sure that hospitals
and physicians are providing effi-
cient, quality care, "the PPO won't
work."

Next, draft and sign the docu-
ments that bind the company and
PPO.

While the PPO will promise to
accept certain reimbursement
levels and to maintain the quality
of care, the company will need to
promise to turn around claims in an

.e
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PAID Flifil=SCRIVI'loNS, INC

A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION

Benefit budgets are rising out of sight.
If the prospect makes you uneasy, you'd better claims service. And PAID's nationwide provider
start looking for a reliable anchor. PAID cost- network is everywhere. Tie d6wn ballooning bene-
containment services. PAID brings your budget fit costs for good. Ask your insurance company,
back down to earth and keeps it there. It lets your consultant, or broker about PAID. Write or call
organization beat inflationary updrafts with PAID Prescriptions, P.O. Box 434, Paramus,
enhanced prescription drug, vision, and hearing New Jersey 07652 (800) 631 -1679.

More than 55,000 providers nationwide
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agreed-upon time and to provide
incentives for employees, Mr. Jen-
kins said.

The next step for the PPO is to
solicit provider members, which
necessitates the development of a
selection process and performance
criteria.

While employers in the Denver
area are pleased with the success
PPOs have shown in keeping their
rates below usual, reasonable and
customary charges-as well as lim-
ited health care cost increases-

Denver health care providers who
participate in PPOs are also
pleased.

"They are competing for busi-
ness, and a lot of the doctors have
really taken a hard line on the peer
review system," Mr. Jenkins com-
rnented. .
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CEBS official sees benefits, productivity linked
By SALLIE J. DRURY

HERSHEY, Pa.-"Lean and
mean" are the words to describe

the successful benefits program of
the future, according to Jerry S.
Rosenbloom, academic program
director for the Certified Employee
Benefit Specialist program.

Speaking at the annual sympo-
sium of the International Society of
CEBS, Mr. Rosenbloom described

trends affecting benefits.
"The emphasis on productivity

will lead heavily to performance-
related benefits and flexibility,"
Mr. Rosenbloom said. "And, firms

are moving away from benefits
competition in their industry to-
ward benefits related to profit mar-
gins.

"They are asking themselves not,
'How will this benefit make us

competitive?' but, 'How will it af-
feet our bottom line?' "

Mr. Rosenbloom urged benefit
managers to follow business and
demographic trends to keep ahead
of benefits changes.

"We as a country are moving
away from manufacturing to ser-
vices. There is more technical in-

formation available, with a greater
demand for technical jobs, but un-
employment will continue to be
with us as more manufacturing
companies cut their workforce,"
said Mr. Rosenbloom, who is also
professor of insurance at The

Wharton School at the University
of Pennsylvania in Philadelphia.

"We will have to retrain them or

they will continue on unemploy-
ment.

"But that is just one business
trend," he continued. "The current

benefit system still doesn't recog-
nize the demographic situation.

"First, the 25- to 44-year-old
baby boomers are the (income)

'savers group,' the fastest-expand-
ing group by a wide margin, and
increasing the demand on savings
plans.

"Second, there is the so-called

'graying of America.' The number
of individuals over 65, and over 75,

is growing. The population that is
65 or over will increase by about
60% between 1984 and 2010, while

we will experience a shortage of
younger workers.

"This doesn't take into considera-

tion any further life-extending
measures," he added. "Gene trans-

plants will be a considerable trend
by the year 2000," he predicted.

Although industrial and demo-
graphic changes will continue to
place a burden on public sector
plans, they will present "a tremen-
dous problem for private plans" as
well, Mr. Rosenbloom said. "There

will be increasing pressure on the
active workforce to support your
retirees since it takes two active

employees to support one retiree."
Private plans will also feel the

pinch because benefits are being
scrutinized as sources of revenue,
Mr. Rosenbloom noted.

"Regulators have to deal with the
revenue situation, and $100 billion

is what they estimate is lost in rev-
enue from the non-taxability of
benefits, $54 billion of it from pen-
sions.

"Cost containment will continue

to be the federal watchword," he

continued, noting the use of diag-
nostic-related groups to cap Medi-
care costs, "and I think you will

continue to see federal attempts to
contain costs (on government-spon-
sored programs)."

Some of the cost-containment

measures Mr. Rosenbloom pre-
dicted include higher Social Secu-
rity taxes, a health care benefits tax

cap, encouragement of Individual
Retirement Accounts to decrease

dependency on Social Security and
pensions plans and greater restric-
tions placed on defined benefit
pension plans.

"There is a growing feeling that
we need some sort of national re-

tirement policy," he noted.
Also, the government is con-

cerned with benefits discrimina-

tion and benefit managers "will
feel increasing pressure to decrease
benefits for higher-paid employ-
ees," Mr. Rosenbloom explained.

The days of legislation that cre-
ates new opportunities for benefits
are over, Mr. Rosenbloom said.

"There are very few more govern-
ment incentives for new employee
benefit plans unless we see a gen-
eral reworking of the tax system. It
will be very difficult to provide ad-
ditional incentives for employee
benefit plans except perhaps in
capital accumulation plans."

In general, benefit managers
should expect legislation to be re-
strictive and aimed at generating

tax revenue, he said.

Current government incentives
favor defined contribution plans
over defined benefit plans. "I don't
predict the disappearance of de-
fined benefit plans, but I don't see
any increases on the horizon," Mr.
Rosenbloom said.

"Another pension trend that is
clearly here is less frequent updat-
ing of benefits for those already re-
tired," he continued.

"Clearly, defined contribution
plans are where the government is
giving its attention. And there's no
question 401(k) plans will expand,
and perhaps additional tax credits
will be granted for PAYSOPs in
hopes this will support productiv-
ity."

However, he also said that con-

tinued inflation will intensify
pressure from workers and retirees

for cost-of-living increases.
Disputes over increases "are

going to be back in the news. It's
the one great weakness in the U.S.
pension system. As you all know, it
is costly and will involve debate."

Basing benefits heavily on per-
formance is a strong trend for all
types of benefit plans, Mr. Rosen-
bloom said.

"This .s seen in some of the wage
agreements; you will see a two-
tiered wage system," he said. "Peo-

ple new to the labor force will be
employed under a different wage
scale and receive different benefits

from those previously employed."
Similarly, flexibility in benefits

will con:inue to be a trend. "I zhink

we will see more of benefits suited

to empliyees' needs," Mr. Rosen-
bloom said. Health care plans will
be designed to reflect this need for

flexibility, as well as the need for
cost containment.

"We are going to see larger de-
ductibles, larger coinsurance levels
and larger stop-loss amounts," he
said, "Deductibles based on pay
scale will become more popular. I
don't know if medical IRAs are

going to go through, but this is the
kind of thing being talked about.
With our aging population, (health)
costs can only rise."

Benefit plans of the future will
also continue to provide incentives
to use lower-cost health care ser-

vices, such as ambulatory or outpa-
tient care, he noted. Also, second

surgical opinions and pre-certifica-
tion for all kinds of non-emergency

procedures will become more prev-
alent. And, health maintenance or-
ganizations and preferred provider

Continued on facing page
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organizations will continue to grow
in use.

Some benefits popular now or in
the past may decline in the future,
such as corporate gymnasiums and
other weliness programs, Mr. Ro-
senbloom speculated.

"Research has not shown much
cost-containment effectiveness for

wellness programs, except for
smoking-cessation programs," he
said. "As for gyms, people seem to
think they are the right idea, but
some research shows a tremendous
increase in athletic-type injuries."

Other areas of change to look for
in benefits, he said, are:

• Greater use of employee com-
munications.

• Greater use of counseling pro-
grams.

• Greater use of employee assis-
tance programs.

"We will especially see an in-
creased demand for alcohol-abuse

programs as more people retire and
have more time on their hands,"

Mr. Rosenbloom said.

Life and disability insurance
plans will not yield many changes
in the future, he noted, "though
you may see some changes from
group life to individual coverage as
the rates get very low."

Both business and demographic
trends point to the need for benefit
flexibility, but the same trends cre-
ate an uncertain benefit environ-
ment that makes change difficult,
he said.

"The era of confusion will con-
tinue, which means the role of the
employee benefit profession will
increase in importance to sort
through the confusion.

"For the well-prepared employee
benefit specialist, it is an extremely
hopeful future," he continued.
"There will be more pressure from
the government and from employ-
ees and from your CEO to under-
stand this area.

"If you can adapt to the changing
environment, the future for you
looks very, very hopeful." •

Uuumess m)UTanCe, May 26, looti / DJ

Medicare DRGs may hike
employers' costs: Attorney

By SALLIE J. DRURY

HERSHEY, Pa.-The prospec-
tive payment system being intro-
duced by the federal Medicare pro-
gram-which is based on diagnostic
related groups, or DRGs-could in-
crease employers' health costs, an
attorney said.

The system, now being phased in
by hospitals for Medicare patients,
is threatening benefit managers
with additional health care cost-

shifting from the government to
private payers, he said, though
DRGs offer employers a cost-con-
tainment opportunity if prospec-
tive pricing of medical procedures
are applied to non-government
payers, too.

Our Cost Control Reports
will giveyou the answers.

If you have 100 or more employees
in your company, our new Cost Control
and Management Program can sharply
reduce your group health costs. It's easily
the most advanced cost control program
available today.

Our program features a series of
state-of-the-art cost control and manage-
ment reports. Five separate reports in all:
Cost Savings Report, Percentage/Dollars
Spent Report, Hospital Utilization Report,
Surgery/Physician Charges Report, and
Highest Service Utilization Report.

These reports are designed to com-
pletely analyze your health insurance
usage patterns and pinpoint areas of over-
expenditure. Our trained specialists will
consult with you in using these reports to
develop specific cost savings programs.
They can also help self-funding companies
utilize these tools to lower employees'
health care costs.

For larger companies, weke developed
PM-Meduse: This highly sophisticated
health information system heralds a new
era in analytic reporting. It results in
specific programs to lower your group
insurance costs.

To go along with our reports, we've
developed a whole series of cost cutting
measures.

First, we've implemented tough audit-
ing programs to make sure claims
are accurate and health care costs are fair

and reasonable. Through our Hospital

We're now in the process of establishing
Preferred Provider Organizations (PPOs).
We're starting in California, and expanding
throughout the nation. Basically, it means
we'll be formalizing arrangements with
doctors and hospitals that hold down
costs.

We'll show you that it pays to get second
opinions for surgery. You'd be surprised
how much surgery second opinionselimi-
nate. And we don't have to tell you what
the cost of surgery is. This often helps
lower the cost of your insurance.

WeVe implemented a nationwide
system of computer terminals that pro-
cesses claims right on the spot. It greatly
reduces the operating costs involved in
processing insurance claims. And weVe
established an Employee Health and
Cost Awareness Program. By educating
employees about health care, we can
help them make a contribution toward
lowering insurance costs.

If you have 100 or more employees
in your company and you're not taking
advantage of PM's Cost Containment and
Management Program, you're missing
a tremendous opportunity to reduce your
insurance costs. So call Pacific Mutual
toll free or send in the coupon below.

(800) 772-4312 Ext. 311

The government introduced
DRGs "to try to imitate the market
environment (to the medical pro-
fession), where you don't normally
have marke-. forces," by rewarding
the most efficient hospitals, ex-
plained John B. Reiss, an attorney
with Dechest Price & Rhoads in
Philadelphia.

Mr. Reiss addressed the annual
symposium of the International So-
ciety of Cert.fied Employee Benefit
Specialists.

"It is very much the same as
General Motors setting the price of
cars. While the price may be nego-
tiable, GM knows pretty much how
much it costs to make a car and

how much they need to get to cover
costs.

 Send to: (5) 1Audit Program weVe realized a savings of i ACIFIC mUTUAL 111over one half million dollars Our Dental
Care Review Program puts dental profes
sionals to work reviewing claims to make
sure they are reasonable and necessary.
This program alone saved our policy-
holders over $2 million last year. And our
Chiropractic Utilization Review keeps
chiropractic costs in line.

SMMEDUSE is a service mark of The Health Data Institute Inc.

Marketing Communications
 700 Newport Center Drive, Newport Beach, CA 92660
I El Send additional information right away.
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"This puts the hospital in the po-
sition of thinking more seriously
about efficient delivery because
(what the government is saying it
will pay) is all the hospital is going
to get," he continued. "The incen-
tive is for the hospital to think
about putting in all those fancy
gadgets" that drive up the hospital's
costs.

The rate of payment is set by
first classifying the primary reason
for hospital admittance into one of
23 categories, known as major diag-
nostic classifications.

The diagnosis is then further
classified into subgroups, based on
length of stay and the complexity
of the required treatment.

"There are (about) 400 DRGs in
all, but most hospitals will deal
with only about 80," which are the
most common, Mr. Reiss said.

Each DRG is assigned a different
price, he continued. "The prices
were set by collecting a 20% sample
of all medical cases, selected on the
basis of the patient's Social Security
number ending in a zero or a five.
From the sample, the typical cost
for certain procedures is set.

"However, the prices of DRGs
also vary by the location of the hos-
pital," he continued, "and whether
it's urban or rural and the wage
level in the area."

The cost-containment features of

the DRG are to dissuade hospitals
from adding unnecessary proce-
dures, such as inappropriate X-rays
or tests, which drive up the hospi-
tal's costs and add to the patient's
bill, Mr. Reiss said.

"This has been done in the past
because paymEnt was made Orl .a
fee-for-service basis, and additional
procedures mean additional reve-
nue."

At present, the federal prospec-
tive payment system applies only to
hospitals. But, if it is extended to
included all providers, "the people
who are really fee-for-service are
the medical doctors, and they are
the ones that are really affected by
prospective payment," he said.

If a company wants to work to-
ward payment based on the DRG
system or negotiate preferred pro-
vider rates based on DRG data, a
benefits manager can request in-
formation from the federal govern-
ment on frequency of diagnosis, the
range of rates that hospitals charge
and how much will be paid by
Medicare under the DRG program.

"It would also be helpful to get
data from hospitals, with medical
and financial records by patient
and physician, but that is more dif-
ficult to get," Mr. Reiss said.

"Try to get an agreement in your
benefits contract that you have a
right to an employee's medical rec-
ord, not by name of employee, but
at least enough information to col-
lect meaningful data and make a
program run," he continued,
though he added, "You may have
some problems with unions on
this."

Although prospective payment
systems using DRGs have the po-
tential to hold the line on health

costs, some say they could also re-
duce the quality of health care.

"The issue of declining quality of
care has been hotly debated," Mr.
Reiss said. Employers looking for
providers to work within a pro-
spective payment system should
make sure the provider has imple-
mented quality controls, he said.

Such controls include, he said:
• A medical review entity, ei-

ther on-staff or an outside re-
viewer.

• Pre-admission, concurrent
and post-discharge utilization re-
views.

• A hospital utilization review
committee that reviews this data. •
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New program protects defense contractors
Contractors still can get enough

protection to bid on high-risk de-
fense contracts, despite changes in
federal regulations that limit the
Defense Department's ability to in-
demnify contractors for liability
judgments.

Alexander & Alexander Inc., the
New York-based broker, recently
announced a new insurance pro-
gram for defense contractors that
are no longer guaranteed protec-
tion by the government for sub-
stantial uninsured losses.

In the past, the federal govern-
ment protected defense contracto:-s
against third-party liability claims,
said Ernest Merklein Jr., senior vp
in A&A's Shreveport, La., office.
But under this change in law,
which took effect April 1, the gov-
ernment's liability is limited to
funds available at the time of an

.

products & services
accident and there is no guarantee
that Congress will appropriate
more money at a later date, he said.

"We're the only one writing it
now. We developed it with INS-
PRO. It was designed for this one
client and we are working on sell-
ing it (to others)," Mr. Merklein
said.

INSPRO Insurance Services, a
broker in Walnut Creek, Calif.,
specializes in architects and engi-
neers professional liability insur-
ance

"There is always the potential for
a disaster resulting in massive per-
sonal and property damage. But
now, unlike previously, there is no
national policy to shield govern-

ment contractors from catastrophic
losses," Mr. Merklein said.

The program, which is renew-
able on an annual basis, includes
the following coverages: contin-
gency liability; research and devel-
opment engineers professional
errors and omissions liability; com-
prehensive general liability; prod-
ucts and completed operations; in-
clusion of government-owned
property in contractor's care, cus-
tody and control; aviation and ma-
rine liability; environmental; puni-
tive; and worldwide coverage.

When this product was devel-
oped early last year, the market-
place was different from the cur-
rent market, said Horace Holcomb,

director of IMPACT, the national
marketing organization for A&A.

"At that time, it was softer and
reinsurers were very suppor-ive.
Today the market is still competi-
tive, but the reinsurers may rant
to support other things, so it m:y be
harder to place," Mr. Holcomb :aid.

New product development may
be inhibited by what's going cn in
the reinsurance market, which Mr.
Holcomb labeled as "distressed"
and contracting rapidly.

"(Reinsurers) will avoid newer
coverages with no exposures," he
said.

But A&A is going to continue to
try to develop a market to respond
to the need for this type of cover-
age, he said.

For more information on the

coverage, contact Mr. Merkle n at
Alexander & Alexander Inc., 1700

YOUCANLOWER
HEALTH CACHE COSTS

IFYOUJUSTKNOW
WHERETOCUT

These days. the cost of health «»
care is enough to make employers
sick. But at MONY, we've come up
with innovations in group benefits
that will make them feel a lot better.

First, we've designed new plan
features in medical and dental care
that can make benefit plans more
cost-effective, without lowering the
quality of care. With features like ours,
we can offer plans at surprisingly afford-
able rates.

When it comes to funding, we know
that all employers' needs are not the same.
So we offer a full line of cash-flow options -
including our fully insured, minimum premi-
um, and administrative services only (ASO)
plans, just to name a few.
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Of course, the best way to cut costs is to pre-
vent illnesses from happening. So at MONY,

we've developed our Health Education Pro-
gram for employees. It's a series of color-

ful brochures with tips on how to stay
healthy - and make sound decisions on

medical treatment should it become
necessary.

There's a lot that can be done
to lower the cost of health

\ care. And it starts when you
mail the coupon to MONY.

We think you'll see
that when it comes to

, saving money on
group benefits,

\ we'rea Cut above
the others.

Mr. jack Williams, Vice Pres:dent, Group Sales 11
MONY Mail Drop 14-1,1740 Broadway, New York, New York 10019(212) 708-2614 
Please send me more information on MONY's Group Insurance Programs. 
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Buckner Square, Shreveport, La.
71101; 318-221-1681.

Electronic endorsement
Breakdown of electronic devices

and equipment, including robots, is
covered now under The Home In-
surance Co.'s extended comprehen-
sive coverage endorsement to its
boiler and machinery policies.

This extension is designed for
businesses or services that use eli-
mate control systems, electronic
and computer-operated equipment
and robots. Physical damage, busi-
ness interruption and breakdown
are covered.

The endorsement broadens the
boiler and machinery accident def-
inition to include electronic break-
down and reconstruction of data
from duplicate material.

Limits can be written to policy-
holder specifications.

The endorsement does not cover
electronic data processing equip-
ment used for financial or manage-
ment information reports.

Continued on facing page

Pennsylvania
Blues hope
to Cut costs

PHILADELPHIA-Pennsylva-
nia's five Blue Cross plans, along
with the state's Blue Shield plan,
are engaging in a four-pronged
program to control rising health
Costs.

The program focuses on four
major areas: hospital utilization, ex-
cess health care capacity, nego-
tiated hospital payment systems
and competition among providers.

To control health care utilization,
the program is encouraging that
certain elective surgical procedures
be performed on an outpatient
basis and that home health care
services be expanded. It also rec-
ommends that skilled nursing facil-
ities be used after the acute phase
of illnesses.

When hospitalization is neces-
sary, the Pennsylvania Blues are
recommending that pre-surgical
laboratory and radiological tests be
conducted on an outpatient basis
before admission.

To eliminate excess capacity,
BC/BS is recommending that state
regulators limit the number of ad-
ditional facilities and doctors that
are approved.

Currently, more than 55% of
Pennsylvania's hospitals have ex-
cess beds, and the number of in-
state doctors has increased 30% in
the last decade, according to David
S. Markson, president of Blue Cross
of Greater Philadelphia.

Negotiated hospital payment sys-
tems should be implemented, Blue
Cross & Blue Shield officials say,
because these systems are much
more effective in containing costs
than alternatives such as state-
mandated rate setting programs.

In many instances, these other
programs have resulted in unneces-
sary utilization and capacity in-
creases, Mr. Markson said.

To increse competition among
health care providers, the BC/BS
program is encouraging develop-
ment of alternative health care de-
livery systems, like health mainte-
nance organizations. Also, it
recommends that regulators re-
quire regular public disclosure of
hospital financial statements and
price schedules to further stimulate
competition.

Pennsylvania hospital costs in-
creased 78.1% from 1977 to 1981,
compared to a 75.4% national in-
crease during the same period, ac-
cording to American Hospital Assn.
figures. .
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The endorsement is available in

all states, except Alaska and Ha-
waii. Filings are pending in Ken-
tucky, Michigan and South Dakota.

For more information on the

Home extended comprehensive
coverage endorsement to boiler-
machinery policies, contact any
Home field office or A. Walters.
Assistant Vp, The Home Insurance
Co., 59 Maiden Lane, New York,
N.Y. 10038; 212-530-7293.

Hospital screening
Employers' hospital insurance

costs can be reduced with a pre-ad-
mission approval program.

The Screen program from Mu-
tual Medical Plans Inc., which ad-
ministers self-funded health care

plans, excludes payment for inpa-
tient admissions if prior approval is
not received before admission.

To get approval, physicians or
patients can send a brief form or
telephone in the information, such
as diagnosis or complaint, proce-
dures to be performed and hospital
name. The pre-admission approvals
are made within 24 hours; written
notice is sent to the doctor, em-
ployee, employer and health in-
surer.

Employers may decide to have
admissions denied based on medi-

cal necessity, alternate treatment
available, like outpatient care, pric-
ing consideration or all three fae-
tors.

If the admission is rejected be-
cause of cost, an alternate hospital
will be recommended by Screen.

The screening cost is $16 per em-
ployee.

Pre-approval is not required for
outpatient procedures or medical
emergencies where the employee is
admitted.

For more details, contact Ron
Jones, Mutual Medical Plans Inc.,
First National Bank Building, Peo-
ria, Ill. 61602; 309-674-0888.

NAIC newsletter
Now there's a newsletter that

helps risk managers stay up-to-date
on insurance regulation.

From The Reprint Department Of:

business
insurance

Reporting weekly for corporate nsk,

employee benefit and
financial executives

Do you need to distrib-

ute copies of articles

appearing In Business

Insurance at your meet-

ings or for your mailings?
Business Insurance

has expanded its reprint

department to meet your
needs.

For fast, low cost' re-

prints of articles appear-

ing in Business Insur-

ance, or to obtain re-

print permission for your

own copies, call or write.

Reprint Department
Business Insurance

220 E. 42nd St.

New York, N.Y. 10017
212-210-0131

212-210-0229
'Now pfic# efictive 1/1/84

The NAIC News is a monthly
publication from the National Assn.
of Insurance Commissioners that

covers insurance regulation and
special industry issues.

In addition to the eight-page
newsletters, periodic NAIC bulle-
tins on fast-breaking insurance de-
velopments are mailed to subscrib-
ers.

A one-year subscription costs
$150. To order, write Information
Service Office, NAIC, 1125 Grand
Ave., Kansas City, Mo. 64106; 816-
842-3600.

Contractors coverage
A contractors liability program is

now offered to small to medium-
sized builders with total receipts of
$3 million.

New Hampshire Insurance
Group's contractors program
features comprehensive general li-
ability, products and completed op-
erations, independent contractors
and broad-form comprehensive

general liability.
Liability limits available are

$300,000, $500,000 and $1 million
comprehensive single limit.

Extended broad-form property
damage that modifies the care, cus-
tody and control exclusion, explo-
sion collapse, underground opera-
tions coverage for landscapers and
underground coverage for plumb-
ers are coverage options.

The extended property damage
option has a $10,000 limit.

Other options available, within
the liability limits, cover heat-
ing and air conditioning, electri-
cal, sheet metal, paving, masonry,
painting and drywall contrac-
tors.

In addition to limits sought, expe-
rience and other factors, pricing is
based on every $1,000 of payroll.

This coverage is offered in about
35 states, with new filings pending
in other states.

For more information, contact
your local New Hampshire Insur-
ance Group branch office or Phil

BONDS

Kozyra, Product Line Manager,
The New Hampshire Group, 1750
Elm St., Manchester, N.H. 03107;
603-669-6300.

New Hampshire Insurance
Group is a subsidiary of American
International Group Inc.

California labor laws
The myriad of California's rules

and regulations governing the
complex relationships among em-
ployers, employees and labor
unions, especially when dealing
with workers compensation issues,
is clearly explained in the "1984
Digest of California Labor Laws."

The 24th edition of the 129-page
Digest, published by the California
Chamber of Commerce, cuts
through this maze by offering a
lucid explanation and summary of
the general principles and impor-
tant rules developed under the stat-
utes and decisions in the state.

The chapter on workers compen-
sation goes into such areas as the

employer's obligations and liabili-
ties, benefits and the Workers'
Compensation Appeals Board. It
also explains the state's various
special funds and accounts, like the
Asbestos Workers' Account in the
Uninsured Employer Fund.

Each section of the digest con-
tains footnotes, citing the specific
chapter and code in the law, or in
some cases, the court decision. In
the workers compensation chapter,
for instance, there are 242 such ref-
erence citings.

The digest also explains the em-
ployers' role in other labor issues,
including wages and hours, unem-
ployment insurance, disability in-
surance, material data safety
sheets, fair employment regula-
tions, child labor laws, Cal/OSHA
and collective bargaining.

The Digest costs $35 for California
Chamber members and $45 for non-
members. Copies may be obtained
from the California Chamber of

Commerce, Attention: Digest, P.O.
Box 1736, Sacramento, Calif. 95808..
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Memphis transit workers get better benefits
Employees of the Memphis Area

Transit Authority will receive im-
proved pension and health benefits
as a result of a three-year contract
negotiated earlier this year.

The pact also includes several
health coverage cost-saving provi-
sions for Mid-South Transportation
Management Inc., which operates
the transit system.

The improved benefits cover 335
active members of Amalgamated
Transit Union Local 713, as well as
250 retirees. Also receiving benefit
increases are 80 office workers who

are not union members.

The union contract expires June
30,1986.

Weekly pension benefits for all
employees will be set at 1.3% of
their lifetime average salary. Pre-
viously, employees retiring before
age 55 had received a weekly bene-

benefit beat

fit equal to 1.15% of their salary,
while those retiring later had re-
ceived 1.3%.

The new plan also increases
monthly pension benefits by $15
for employees who retired before
July 1, 1974. This increase was ret-
roactive to July 1, 1983, when the
old contract expired. Similar in-
creases will be made July 1, 1984
and July 1, 1985.

Employees retiring after July 1,
1974, will see $10 monthly pension
increases on these dates.

The new contract also institutes a

buy-back provision that allows for-
mer employees who return to the
company after leaving or being laid
off to re-establish pension benefits

Lf

by contributing the amount of ben-
efits they had withdrawn, plus in-
terest.

Health benefit improvements in-
clude an increase in the maximum

lifetime major medical payment
per employee or dependent to
$500,000 from $100,000.

Also, unmarried full-time stu-

dent dependents will be covered to
age 22, up from 19 under the old
contract.

The new contract adds a conver-

sion provision that will pay health
costs for retirees and dependents
not covered by other private and
government insurance programs.

This coverage, effective July 1
will cost $10 per month per individ-

in Workers'Comp,
the difference is

loss analysis.
The source is EBI.

EBI's loss analysis program gives
your clients the cost control bene-
fit of computerized loss analysis
reports. With losses detai led by
type of injury, time of day, body
part, department, and other cate-
gories. Plus summaries so manage-
ment can see loss patterns and
work to reduce injuries. The result
is fewer claims and lower workers'

compensation costs for your clients.
Sophisticated loss analysis

is only part of EBI's workers'
comp advantage. EBI also pro-

vides active claims management,
proven loss control techniques,
rapid turnaround on quotes and
on-line policy issuance. Plus com-
petitively priced workers' com-
pensation coverage. All of which
give you the edge in both new
business and renewals.

And, EBI brings you the
greater resources of the Orion
Group companies' insurance spe-
cialties, all working to make a
difference in your business.

Specialists in Workers' Compensation

EBI COMPANIES

ORIONGROUP INC.

Farmington, CT 06032

ual.

Among the cost-saving measures
instituted is a requirement that em-
ployees and dependents undergo
pre-admission testing to receive
any coverage for non-emergency
hospitalization costs.

To further save money, depen-
dents who are covered by Medicare
will be required to use it as primary
coverage rather than relying on a
company plan.

Also, ambulatory surgery, per-
formed on an outpatient basis, will
be covered at the same level as in-

patient hospital services. Pre-
viously, these procedures had been
covered at reduced levels, which
discouraged their use.

Plan management
City of Miami firefighters and

0*'.*'.4

police officers will take over man-
agement of their health and group
insurance plans as a result of con-
tracts negotiations.

Previously, the 650-member
Local 587 of the Miami Assn. of

Firefighters and the 1,050-member
Fraternal Order of Police Lodge 20
had participated in the city's self-
insured plans. Management of the
plans will shift before July 1, ac-
cording to the contract.

As with its own plan, the city
will pay 80% of employees' cover-
age costs and 56% of dependents'.

The two unions requested the
change to reduce management
costs, said Richard W. Bender, a
city assistant labor relations officer.
Specific provisions of the new ar-
rangement, such as administration
and stop-loss insurance, have yet to
be worked out, Mr. Bender said.

"It came to the point where we
said, 'Fine. If you think you can do
it more cheaply, go ahead with our
blessing. '"

The contracts also provide for a
revision in pension plans that could
help settle lawsuits against the city
totaling $45 million. The suits al-
lege the city underfunded its pen-
sion plans and improperly used
pension money.

The new agreements establish a
new pension funding formula, al-
though the city does not officially
admit the pension plans were un-
derpaid in the past. In turn, the
firefighters' and police officers'
pension boards have agreed to drop
lawsuits filed more than five years
ago.

A second city pension board, rep-
resenting sanitation workers and
general employees, is still negotiat-
ing a settlement. Mr. Bender said
he is "cautiously optimistic" an
agreement will be reached in the
next few weeks that would permit
the suits to be dropped.

Benefit improvements
Dana Corp. employees who are

members of the United Auto

Workers will receive improved
pension, life and other benefits,
and will continue to receive first-

dollar medical coverage as a result
of a three-year contract negotiated
late last year.

The contract, which covers more

than 7,000 workers in five states,
increases pension benefits to $20
per month per year of credited ser-
vice for members retiring on or
after Jan. 1, 1986.

Currently, retirees receive pen-
sions of $18.45 to $18.75 per month
per year of credited service, de-
pending on length of employment.
The single rate was instituted to re-
duce administrative costs.

Life insurance maximums will

increase July 1, 1985, to $30,000
from $27,000. Workers earning
$14.25 or more per hour will qual-
ify for the new life insurance max-
imum.

Similar increases for accidental
death and dismemberment cover-

age and disability benefits will go
into effect on that date. The AD&D

maximum will increase to $15,000
from $13,500, and the weekly dis-
ability maximum will increase to
$300 from $270.

Dana pays the full cost of life and
AD&D coverage.

The new contract also increases

the special benefit to help disabled
employees, retirees or surviving
spouses pay premiums for Medicare
Part B, which covers physicians'
charges.

The benefit level rose to $14.60
Jan. 1 from $13.40 and will increase
to $15.10 on Jan. 1, 1985, and $15.60
Jan. 1,1986.

Other benefit improvements ne-
gotiated in the contract include
wage increases, additional holidays,
preferential hiring and cost of liv-
ing adjustments. .



Chubb subrogates claims from mall fire
By JIM NORLAND

DENVER-Chubb & Son Inc. is
suing a Denver heating and air-
conditioning firm and the owner,
the manager and one tenant of
University Hills Mall. a stopping
center in southeast Denver where a

fire during the Christmas stopping
season caused losses to Chubb poli-
cyholders.

In the suit filed in Denver Dis-
trict Court, Chubb is seeking $5
million from Climate Engineering
Inc.; Hutchinson Sales Corp, man-
ager of the mall; University Hills
Inc., the mall owner; and Crandall
Corp., doing business as Yarbro
Drugs.

Chubb insured other m:1. ten-

ants-Sid's Fine Foods & Gifts Ine.,
Fashion Bar Inc. and Dependable
Cleaners Inc.-and already has
paid "at least $25,000" tc those
three insureds, "and paymenis are
continuing as evaluation and docu-
mentation of their Losses con-

tinues," according to the suit, filed
March 15.

Chubb also has paid "at least
$1,000" for business interruption
losses due to fire damage at the in-
sured establishments and pay-
ments are continuing." the court
papers say.

In addition, Chubb and another
insurer have formally notified the
city of Denver that [hey believe the
city and its fire department were
negligent in allowing dangerous
conditions and violations oi city
codes to exist. The formal notice

was filed within the time required
to preserve the insurers' right to
sue the city.

In its subrogation suit. Chubb

wants to recover all payments to its
polkyholders, claims adjustment
expenses and legal costs, all subject
to an interest rate adjustment. A
plea for punitive damages, how-
ever, was recently dropped.

Chubb provided Dependable
Cleaners with $15,000 of coverage
for damage to personal property at
that location, $160,000 for personal
property of others at the same ad-
dress and $15,000 in income insur-
ance/extra expense coverage.

Sid's Fine Foods was insured

for $550,000 for personal property,
$500,000 for income insur-
ance/gross earnings and $137,500
for peak season increase in per-
sonal property coverage, which
was in effect at the time of the mall
fire.

Chubb's policy issued to Fashion
Bar provided $33.5 million of per-
sonal property coverage not spe-
cific to location; $15 million in-
come/extra expense/gross earnings
coverage, also not specific to loca-
tion; and $50,000 in coverage for
total personal property of others
not specific to location. Specific to
the mall location was $75,000 of
personal property protection.

Chubb's suit charges that Cli-
mate Engineering was called Nov.
22, 1983, "to investigate complaints
of smoke and possible fire at the
mall only hours before the fire de-
partment was notified of the fire."
The fire became apparent in the
pre-dawn hours of Nov. 23.

One of the Denver heating and
air-conditioning firm's employees
allegedly "failed to exercise reason-
able care to discover the dangerous
condition of electrical wiring. light

fixtures and connections within the

mall," the suit contends.
Chubb claims that Hutchinson

Sales Corp., manager of the mall,
"failed to use reasonable care to see

that the mall was kept in a reason-
ably safe condition. . .(and) to use
reasonable care to discover existing
building code violations. . .to dis-
cover fire hazards which existed in

the mall, and failed to correct and
eliminate such fire hazards," creat-
ing a hazard and unreasonable risk
to people and property in the mall.

University Hills Inc., owner of
the mall, "had a non-delegable duty
to provide a safe place for the
mall's tenants," the suit contends,
and should have been aware of al-

legedly dangerous conditions that
were there.

Crandall Corp., doing business as
Yarbro Drugs, a tenant in the mall,
"failed to use reasonable care to see

that the mall location it occupied
was kept in a reasonably safe con-
dition," Chubb's suit contends, add-
ing that it didn't correct and elimi-
nate fire hazards that existed in its

portion of the space and violated
applicable building codes in that
space.

The suit charges that Crandall
did not correct dangerous wiring
conditions, that it failed to correct a

fire hazard caused by the proximity
of light fixtures to combustible ma-
terials and that it allowed the ex-
cessive use of electrical extension
cords.

Chubb's complaint alleges that
the Nov. 23 fire originated in the
portion of the mall occupied by
Yarbro, but Yarbro specifically
denies that in its answer to the suit.

Yarbro contends that the fire ac-

tually began Nov. 22, continuing
until 5:53 a.m. Nov. 23. Yarbro is

counter-claiming that the suit is
"frivolous and groundless" and
seeks not only dismissal but also re-
covery of its own legal fees.

Climate Engineering, through its
attorneys, admits receiving a call
involving a tenant's complaint at
the University Hills Mall Nov. 22,
but denies the specifics of Chubb's
complaint about tenants reporting a
smell of smoke and concern of the

possibility of a fire at the mall.

Climate Engineering also as-
serts that negligence of the person-
nel of the three firms insured by
Chubb-Sid's Fine Foods, Fashion
Bar and Dependable Cleaners-
"precludes or diminishes the claims
of said insureds."

The company also asserts that
the plaintiff and/or its insureds

failed to mitigate their damages
and that the damages were caused
by "acts or omissions of. . .parties
over which this defendant has no
control."

Climate Engineering is also ask-
ing that the complaint be dismissed
with prejudice to the plaintiff and
that it be reimbursed for its costs in

connection with the suit.

Climate is being defended by Aid
Insurance Co., which provides the
company with "ample coverage of
seven figures," said Lou Bindner,
president of Climate.

University Hills Mall is insured
by Royal Insurance Co., which is
participating in its defense, accord-
ing to a University Hills Mall attor-
ney. He declined to discuss the
limits of insurance.

Crandall and Hutchinson Sales

declined to comment on their in-

surance coverage. .
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* 64Irs a matter of life."
Ikn Beiser talks about Structured Settlements ™
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"Resusci Anne" CPR training man,<in by Laerdal Medical Corporation, courtesy of A n Hean Associatior Suncoast Chat)lei Inc.

Len Beiser, one of The Structured Settle-

ments Company's expert. negotiators, is
also a volunteer instructor of first aid and

cardio-pulmonary resuscitation.
"I joined Structured Settlements after

20 years in the claims insurance field
because I fell in love with the idea," says
Ikn. "Negotiating a successful settlement
can give you the same sense of fulfliment
that you feel when you get a letter saying,
7 saved a life because of something I
learned in your first aid class.' It's mar-
velous to know that you've helped some-
one through a catastrophe, and let them
get on with the business of life.

A successful Structured Settlement rep-
resents much more than saving money
for the insuror. It also guarantees finan-
cial solvency for the plaintiff and lets
them concern themselves with healing
and continuing.

"It's a matter of life-and that's the

most precious thing we have."

THE
STRUCTURED
SETTLEMENTSTM
COMPANY

5757 West Century Blvd.
Los Angeles, California 90045
East Coast Omce: 800-237-6361
West Coast Ofrce: 800-421-2022

In California: 213-642-1999
In Florida: 813-823-2666

(®ces in: Los Angeles • San Francisco • 1bronto
• St. Petersburg • New York • Cincinnati
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Lloyd's wants rules for umbrella' brokers
By STACY SHAPIRO

LONDON-Lloyd's of London
wants to ban at least 34 non-Lloyd's
brokers from having so-called
"umbrella" arrangements with
Lloyd's brokers.

An umbrella arrangement allow:
non-Lloyd's brokers to place risks
on the floor of the Lloyd's market
under the auspices of a Lloyd's bro-
ker.

Through such an arrangement, a
non-Lloyd's company places its eli-
ents' risks directly with Lloyd's un-
derwriters.

There are 125 such arrangements
generating an annual premium in-
come in excess of 155 million
pounds ($215 million), according to
Lloyd's.

However, some of the non-
Lloyd's brokers have engaged in
"slipshod" and "improper" prac-
tices, says Lloyd's Chief Executive
and Deputy Chairman Ian Hay Da-
vison.

Such practices, he says, include
some non-Lloyd's brokers misrep-
resenting themselves to policyhold-
ers and Lloyd's underwriters as if
they were bona fide Lloyd's bro-
kers.

These charges are contained in a
consultative document Lloyd's
drew up earlier this month and
sent to Lloyd's brokers, managing
agents and associations, as well as
to the British Insurance Brokers'
Registration Council and the Brit-
ish Insurance Brokers Assn.

After these groups comment on
the document, the Council of
Lloyd's will draft a bylaw on um-
brella arrangements that probably
will take effect by early next year,
a Lloyd's spokesman said.

london line

Although Lloyd's has never be-
fore issued such regulatfons on the
umbrella arrangements, the report
notes that recently some non-
Lloyd's brokers have abused these
arrangements and thereby "caused
damage to the good name of
Lloyd's."

Often, the report adds, Lloyd's
underwriters have been unaware
that they are being offered business
by a non-Lloyd's broker.

Lloyd's is currently investigating
at least one allegat.on that a non-
Lloyd's broker abused an umbrella
arrangement, according to Mr. Da-
vison.

Lloyd's announced last year that
extended warranty policies mar-
keted and managed by Multi-Guar-
antee Ltd. had been al:ered. The
business was placed with Lloyd's
underwriters by non-Lloyd's bro-
ker Campbell Roberts (Insuranze
Brokers) Ltd., which had an um-
brella arrangement wi:h Lloyd's
broker Robert Morris Bray Ltd.
(BI, March 21, 1983).

However, there are legitimate
and valid reasons for the existence
of the umbrella arrangements, the
report notes.

For example, sometimes former
employees of Lloyd's brokers who
want to form their own Lloyd's
company set up an umbrella ar-
rangement with a Lloyd's broker
during the two years a brokerage
must operate before it can be ap-
proved by Lloyd's.

In the report, Lloyd's recom-
mends that in the future:

• All umbrella arrangements

must be approved by the Lloyd's
Council, and that the Lloyd's bro-
ker must take complete responsibil-
ity for the actions of the non-
Lloyd's brokers.

• Only non-Lloyd's brokers that
plan on becoming Lloyd's brokers
in at least three years or those that
are non-Lloyd's subsidiaries of
Lloyd's brokers should be allowed
to have such arrangements. There
are 91 umbrellas in these categor-
ies.

• There should be a 12-month
grace period to allow any unaccept-
able arrangements to be dissolved.
Lloyd's reckons that there are
around 34 of these arrangements.

Sedgwick defections
The deputy chairman of Lloyd's

of London broker Sedgwick North
America Ltd. and three of his col-

leagues will join rival broker Alex-
ander Howden Group P.L.C.

And, three Howden officials in
its North American division have
resigned.

Recently, a Howden spokesman
confirmed that Sedgwick Deputy
Chairman Dennis Mahoney and
Directors Brian Ainsworth, Paul
Chilton and Ian Waite are joining
Howden's North American divi-
sion, known as Alexander Howden
Ltd.

The spokesman said that the four
men had handled many accounts
for Howden parent Alexander &
Alexander Services Inc. while they
were at Sedgwick.

However, the spokesman also

noted that Mr. Mahoney ap-
proached Howden first. Mr. Ma-
honey was unavailable for com-
ment.

Also, the spokesman reported
that Howden Managing Director
Colin Bird and Directors Richard
Goward and Steve Row have re-
signed.

Underwriters' stock
Lloyd's of London will have to

decide whether to approve the re-
cent private stock issue by Sturge
Holdings P.L.C. under the new
bylaw on the ownership of under-
writing agencies.

And, Lloyd's will have to review
and decide whether to approve the
similar offering made two years
ago by underwriting agency Mer-
rett Holdings P.L.C.

But, neither agency should run
into problems, said Lloyd's Chair-
man Peter Miller.

"Sturge and Merrett will have to
abide the bylaw and be reviewed,"
he said.

"I have not studied the articles of
association. . .but if something falls
outside the bylaw, we will have to
take that on board and it will have
to be changed," he added.

Recently, Sturge followed Mer-
rett's lead and issued more than 4.2
million shares to its Lloyd's under-
writing members to raise more
than 3.5 million pounds ($4.9 mil-
lion) in extra funds.

The extra capital will allow the
underwriting agency "to take ad-
vantage of any opportunities aris-
ing from the divestment by Lloyd's
brokers of their interests in manag-
ing agencies as required by Lloyd's
Act of 1982," according to the com-
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Sturge is one of Lloyd's largest
underwriting agencies and may be
showing the way for broker-owned
agencies to cope with Lloyd's new
divestment rules.

In 1983, the group managed 11
syndicates with a premium income
capacity of 246 million pounds
($341.9 million), or 8% of Lloyd's
total capacity.

Storm losses

Damage from storms that hit
Britain near the end of last year
may cost the British insurance in-
dustry up to 200 million pounds
($278 million), the British Insur-
ance Assn. confirmed.

Earlier, the BIA had said the
losses from the storm damage
would total only 70 million pounds
($97.3 million).

However, a BIA spokesman said
that, unofficially, the association
now believes the figure is much
larger. It bases this new estimate on
the first-quarter results of the
major British insurance companies.

Lawyers malpractice
Malpractice coverage rates for

24,000 British lawyers will rise by
only 6% this year. This is the smal-
lest increase in more than four
years.

The mandatory coverage for all
members of the British Law So-
ciety is provided by a consortium in
which Guardian Royal Exchange
of London has a 50% stake. Lloyd's
of London underwriters have a 45%
stake, while General Accident Fire
& Life Assurance Co. P.L.C. has a
5% stake. •
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California company's programs
aimed at reducing back injuries

By STEVE TARAVELLA

TUSTIN, Calif.-Some employ-
ers, trying to control employee
back injuries and the resulting
workers compensation costs, are
finding solace with American Net-
work Services Inc.

ANS is a Tustin-based manage-
ment, consulting and training firm
that specializes in the treatment
and prevention of back injuries.

Several clients-ranging from a
group of nursing homes to a soft
drink bottler-say they expect
ANS programs to help reduce the
number of back-related injuries at
their workplaces.

ANS provides a number of ser-
vices to help employers prevent
back injuries and combat work
comp costs, including:

• A "train-the-trainers" pro-
gram, in which ANS instructs su-
pervisory employees in a tailored-
to-the-company back care and in-
jury prevention program. These su-
pervisors then instruct other em-
ployees.

• Training programs aimed
directly at the employees.

• Developing pre-employment
screening programs, designed to
red-flag those employees whose
physical condition may make them
likely candidates for an or.-the-job
back injury.

• Designing disability case man-
agement programs, in which the
health of injured employees is care-

fully monitored, stressing as quick
a return to work as possible.

• The Back School, a compre-
hensive audiovisual teaching prod-
uct-including cassette tapes, slides
and manuals-that employers can
use to train employees or physi-
cians can use with groups of pa-
tients.

About 25% to 30% of all workers

compensation claims and 40% to
60% of all work comp costs are at-
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tributed to back-related injuries,
estimates Dr. Ray C. Mulry, ANS
executive director. He also esti-

mates that there is a 90% chance of

a back problem reoccurring.
The company's services would

most help those employers that
spend at least $50,000 to $100,000
annually on back care, says Dr.
Mulry.

The cost of AMS' services

varies. For instance, the cost of the

"train-the-trainer" program de-
pends on many different factors,
but Dr. Mulry says fees have
ranged from $5,000 to $50,000,
though the cost is usually around
$10,000.

The company's philosophy, he
explains, dictates that back prob-
lems are a "lifestyle" problem.
Thus, AMS tailors its training pro-
grams to the lifestyle of the indi-
viduals being trained, whether
th ey are warehousemen or corpo-
rate executives.

Successful back treatment must

consider all of the different factors

currently blamed for back pain, Dr.
Mulry says.

"There's no silver bullet. You just
can't have some company come in,
dc a production or program and
solve your problem. It's that sim-
pl.stie thinking that people have to
get out of," he explains.

"The back problem is a big prob-
lem that involves many different
things. Chiropractors are right. Or-
thopedists are right. Osteopaths are
right. Safety directors are right.
And the exercise physiologists are
right," Mr. Mulry says.

"But everybody looks at this
problem from a specific point of
view. We look at all of it."

He says the best results are pro-
duced when the concerned individ-

uals at a company work together-
not separately-to solve the prob-
lem. These individuals, he says, in-
clu(ie the risk manager, safety
director and benefits manager.

About 50% of the training in ANS
programs is physical, involving
body mechanics, stretching and ex-
ercise. The other 50% is psychologi-
cal, involving stress management,
deep breathing and relaxation ex-
ercises, "bringing you into a twi-
light zone," explains Dr. Mulry,
who is a psychologist.

"This deals with your feelings,
your attitudes, your willingness to
take responsibility and the recogni-
tion that you're really the only one
who can deal with the problem.
That's very important," he says.

"I think they (ANS) have the
most thorough approach," notes
Donald Wilderoter, coordinator of
technical services for Frank B.

Hall's international loss-control di-

vision in Briarcliff Manor, N.Y.

"There are other (back training
programs), but they seem either to
take a pure physical therapy ap-
proach or a pure ergonomic ap-
proach. Ray seems to have the abil-
ity to bundle all this together in a
way that works well. Other com-
panies are only doing pieces of
what he's doing"

Over the past year, Hall has re-
ferred four corporate clients with a
high incidence rate of employee
back injuries to ANS' train-the-
trainer program, and Mr. Wil-
deroter predicts that the company
Will refer another eight or nine
more to the program by the end of
this year.

There are no monetary transac-
tions between Hall and ANS. "We

just consider it our duty to our eli-
ents to find the best services for

their needs," Mr. Wilderoter says.
He says he refers clients to ANS

because "other programs didn't
have as complete an approach as I
was looking for."

Mr. Wilderoter reports that his
clients are seeing reduction in their
workers compensation claims, but
that the program hasn't been in place
long enough at any company to rep-
resent savings in accurate figures.

Health Care Group Inc., an asso-
ciation of 130 long-term health care

facilities throughout Minnesota, re-
ports substantial savings using the
Back School program in conjuction
with its Bermuda-based captive,
Health Care Insurance Co. Ltd. The

captive is managed by nine of the
nursing home administrators, and
its workers compensation policies
are fronted through New York-
based Ideal Mutual Insurance Co.

The nursing homes have cut
their work comp costs an average
of 30% to 40% since Health Care

Group began working with ANS
two years ago, and some have
saved more than 50%, reports
Harry J. Lemieux, president of the
nursing home group in West St.
Paul, Minn.

Nursing homes traditionally face
a high risk of on-the-job back in-
juries because of frequent and
heavy lifting, he points out.

Part of the savings the nursing
homes are receiving through the
captive program can be attributed
to other, simultaneous cost-contain-
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ment efforts, like safety contests,
but Mr. Lemieux estimates that at

least 60% of the money saved can
be attributed to ANS.

"The Back School was very in-
strumental in helping us do this,"
he says. "And, if we followed the
direction of the Back School pro-
gram 100%, we'd drop costs even
further."

More than 300 Health Care

Group employees have received
instruction through the two-day
"train-the-trainer" programs, and
Mr. Lemieux notes that virtually
all of the homes' employees have
now been trained. He says the em-
ployers were "very receptive" to
the instruction.

So were employees at Chicago-
based Pepsi-Cola General Bottlers
Inc., an independent bottler serv-
ing eight Midwestern states that is
owned by IC Industries Inc.

Paul W. Murray, corporate direc-
tor of safety and health, quips that
some employees responded to the
training by remarking, "It's been a
long time coming, we're glad to see
it, and what took you so long?"

He adds that most workers have
been pleased that the company
would expend the time and money
to provide the training.

About 40 safety, sales or human
resource managers for each of the
bottler's 10 operating divisions and
three canning facilities attended
the two-day "train-the-trainers"
program in November 1983. These
"disciples" then returned to their
operations to instruct about 1,500
employees, Mr. Murray explains.

"We have to teach them very
correct concepts to follow because
there's nobody there to correct
them if they do it wrong," Mr.
Murray says of the route salesman.
"Every time he (a salesman) lifts a
case of pop, he exposes himself to
injury."

Pepsi won't have any concrete
results until August, but Mr. Mur-
ray says the company is so pleased
that it is trying to establish a net-
work of clinics that will use the

Back School program in treating
employees with back injuries.

Pepsi has spent between $15,000
and $22,000 on training, but Mr.
Murray says the expense is defini-
tely worth it. With non-major back
injuries costing upward of $7,000:
the program will pay for itself if it
prevents three injuries, he notes.

The bottler began using the ANS
program in June 1983. By the end
of this year, the company hopes to
reduce its on-the-job back injuries
to 3.1 per million cases of soda sold
from today's 3.95 per million cases
sold, a 20% reduction in claims,
explains Paul W. Murray, corpo-
rate director of safety and health.

The company paid out about
$600,000 for work-related accidents
last year, 90% of which was from
back claims, Mr. Murray estimates.

Mr. Murray worked with ANS to
conduct a job analysis of the
bottler's route salesmen to deter-

mine what their high-risk activities
were and where their back injury
exposures lie. The close observation
of route salesmen on their daily
routine included taking slides of
the workers performing their
duties.

Using that information, ANS de-
veloped a training program for the
salesmen. Part of the program in-
cluded exercises that employees
could perform while simultan-
eously doing their job.

"You should be decreasing the
likelihood of a back problem
through work-related activities, as
opposed to increasing one," Dr.
Mulry explains.

He says that virtually all of the
major life and health insurance
companies reimburse employers
for the costs of administering the
Back School program if it's admin-
istered by a physician or physical
therapist. The treatment is gen-
erally billed under rehabilitative
medicine.

While employers say they're

pleased with ANS' training pro-
grams, one insurer says it is happy
with the results of the company's
disability case management pro-
gram, which helps return injured
employees to their jobs as quickly
as possible.

Warren R. Bloomquist, reinsur-
ance medical claims specialist for
Northwestern National Life Insur-

ance Co. in Minneapolis, reports
the program was "imminently sue-
cessful" in rehabilitating three of
four injured employees of a corpo-
rate policyholder.

The cases were difficult to treat

because all the employees were
middle-aged women with a history
of back problems, he explains.

Mr. Bloomquist, who worked as

Northwestern National's rehabili-

tation coordinator until January,
says, "The purpose (of ANS case
management) is, in the best possible
state-of-the-art sense, to find out
what's wrong. Had we not inter-
vened, these ladies might never
have gone back to work. "

The fourth case, he explains, pre-
sented "certain psycho-social diffi-
culties we simply couldn't deal
with." That individual was unable
to return to work.

Savings through prevention is
what the city of Santa Ana, Calif.,
is working toward. Santa Ana,
which projects it will pay an esti-
mated $1.5 million in comp claims
in fiscal 1983-84, is considering con-
tracting with ANS to train 825 of
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the city's 1,300 employees in proper
back care, says Jeff Stevens, risk
manager. The training would be
conducted in weekly sessions over
a one-year period and would cost
the city $55,000 to $60,000. The pro-
posal is being reviewed by the city
manager.

Other employers that reported
success with ANS services include
ARA Services Inc. in Philadelphia;
Coors Distributing Co. in Tustin,
Calif.; Boise Cascade Trucking Di-
vision in Boise, Idaho; Princeton
University Plasma Physics Labora-
tory in Princeton, N.J.; The May
Co. in Los Angeles; Minneapolis-
based North Star Casualty Services
Inc.; and the city of Costa Mesa,
Calif. •
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Doctors alerted to litigation-prone patients
By STEVE TARAVELLA

DETROIT-If a local attorney
has his way, doctors nationwide
may soon be able to reduce their
medical malpractice claims and in-
surance premiums by subscribing
to a service that red-flags litiga-
tion-prone patients.

Physican's Alert Inc. operates
under the premise that people who
have been plaintiffs in civil law-
suits in the past are more likely to
file a malpractice claim against
their physician than are people
who never have initiated litigation.

For a fee, the 7-month-old De-
triot-based company will provide
physicians with a legal history of
potential patients, calling attention
to any suits that have been filed in
the three-county metro Detroit
area within the past 48 years,

PHYSICIAN

AILERT INC.

explains Paul H. Huth, the com-
pany's legal counsel and co-foun-
der.

Mr. Huth explains that, having
this information, a physician may:

• Deny the patient treatment.
• Treat the patient, but charge a

higher fee.
• Treat the patient more conser-

vatively and with more caution
than he or she would otherwise.

• Just take the information into

consideration without acting on it.
The legal screenings do not tell

the doctor if the patient was sue-
cessful in prior legal action. Mr.
Huth says searching for that infor-
mation would be particularly time-
consuming, since the majority of
medical malpractice suits are set-
tled out of court.

Because of a proliferation of
health maintenance organizations
and preferred provider organiza-
tions, many doctors are now seeing
patients who are referred to them
not by friends or fellow physicians,
but by an employer's health care
plan, he points out. Thus, doctors
have no real way of knowing about

Walt.
Belore Vou malm a
QUIC" Claim sustem
Decision, ConSI[ler

micropac.
MICROPAC WAS DEVELOPED BY CLAIMS ADMINISTRATORS

We at Actuarial Associates of perfecting MicroPac specifically for
America, Inc. are professional our use. It is exactly the sort of
Health Claims Administrators. We system you would have designed
have spent thousands of hours and for yourself. The system has be@n
many thousands of dollars working up and running for two years,
with highly experienced computer paying millions of dollars in claims
and programming experts in our offices across the country.

MICROPAC IS COMPLETE

From Per Cause Major Medical to efficiently.
Preferred Provider Organizations, With 17 standard reports, data
MicroPac handles it all; quickly and retrieval and analysis is a breeze.

MICROPAC COSTS A FRACTION OF OTHER SYSTEMS

MicroPac is the most complete and you will like the fact that our
system ever designed to run on maintenance fees start at 30% of

microcomputers. That means ease those of the big names in software.
of operation and less operator We are proud of MicroPac. There

training time. It also means that you is no other system like it on the
could save $20,000...$30,000...as market. And we can prove our
much as $40,000 of the cost of a claims.

minicomputer system. Give us a call for more

You will like our payment terms, information.

Zillil
ACTUARIAL ASSOCIATES OF AMERICA, INC.

EMPLOYEE BENEFIT ADMINISTRATORS. ACTUARIES AND CONSULTANTS

Post Office Box 520970 Tulsa, OK 74152
Telephone 800-643-6019

Offices in Tulsa, Houston, Seattle, Little Rock, Nashville, Charlotte, Austin and Fayetteville, AR

'We were shocked and astounded by
the high number of people filing repeat
lawsuits. We believe, based on those

figures, we can truly provide service
to doctors,' Paul Huth explains.

their patients' legal histories.
For an annual charge of $300, the

family-owned company will con-
duet legal screenings on 50 patients.
For each legal history after 50, doc-
tors are charged an additional $2,
Mr. Huth says.

He estimates that arriving at a
jury verdict in a medical malprac-
tice case in the United States costs

an average of $100,000 in both pub-
lie and private monies.

"If you have a screening that
pinpoints a 'professional plaintiff,'
then $300 a year is peanuts to save
that one lawsuit," he says.

By the end of this year, Physi-
cian's Alert expects to have en-
rolled 5% of the estimated 13,700
physicians in the Detroit metropol-
itan area, where about 96 new med-
ical malpractice suits are filed
weekly.

And, and the service is in the

process of expanding nationwide.
Mr. Huth says the business has re-
ceived 80 requests for franchises in
26 states.

And, he says that the company
currently is negotiating with a De-
troit-area doctor-owned insurance

company, which he declined to
identify, that is interested in pro-
viding the service to its physician
policyholders.

"People in the high-risk categor-
ies and in private practice who pay
for their own insurance are the
ones who'd benefit the most from

this," he explains.
High-risk medical malpractice

policyholders, who most frequently
see rate increases, include obstet-
ricians, gynecologists, neurosur-
geons and neurologists (BI, Sept. 26,
1983). -

Mr. Huth says the company's
current clients are not doctors who

work in hospitals, where physi-
cians' malpractice insurance costs
are sometimes paid by the institu-
tions, but private physicians, high-

risk specialists and doctors who are
seeing new patients. The latter cat-
egory includes those doctors who
are just starting their practice, or
who have relocated an existing
practice.

Doctors who subscribe to the ser-

vice are given a red sticker to place
in their office window, presumably
to ward off litigious patients.

"The doctors have been very,
very pleased with our service," he
reports. He says the company re-
ceives about 120 screening requests
daily. Screening requests generally
do not come in one at a time. More

frequently, a physician or the phy-
sician's receptionist will call with
five or six names from the upcom-
ing week's appointment calendar.

Doctors look at the service as a

way to combat increasing malprac-
rice insurance rates, but also to
avoid unnecessary "adversarial re-
lationships" with a patient, he says.

He explains that when someone a
doctor thinks is a risky patient
turns out never to have filed a suit,
the doctor is relieved and can trust

that patient without anxiety.
When asked about the medical or

ethical issues involved in denying a
sick individual care simply because
he or she has filed one or several

lawsuits, Mr. Huth responds,
"That's an interesting issue, and
one we've certainly thought of. But
I don't know any doctor who would
ever turn down a patient in an
emergency situation."

Physician's Alert's seven staff re-
searchers work five days a week,
keeping abreastof local court
dockets much like a newspaper re-
porter. The work involves driving
to different courthouses in the

three-county area, and much cross-
checking of records.

Courthouse records are comput-
erized five years back; the com-
pany manually digs through re-

Continued on facing page
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across the country. And Hyatt's centralized computer
facility handles the administration for all offices.

Major benefits don't have to carry a major price tag.
For more information about the only full-service legal
plan, call Sandra DeMent, Director of Legal Plans,
Hyatt Legal Services, toll-free, 1-800-821-6400.
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maining records, which date back
an additional 43 years.

With information obtained from
court records and legal documents,
Mr. Huth says Physician's Alert is
slowly developing its own com-
puter data base.

"We're just making public infor-
mation more readily available,"
Mr. Huth says of his service, point-
ing out that none of the informa-
tion given to physicians is either
private or classified.

Some records are "awkward and

hard to get," he says, "but once you
understand how 'the courthouse

works, (obtaining the appropriate)
information doesn't take too long."

The company usually responds to
a screening request within one day,
but in emergency situations it can
provide a legal history in only half
an hour, Mr. Huth explains.

The idea for Physician's Alert
began in November 1983 during a
dinner conversation among Mr.
Huth, a corporate attorney in pri-
vate practice; his wife, a nurse an-
esthesist; his father-in-law, an
obstetrieian-gynecologist; and
his mother-in-law, Yolanda I.
Mascarin, now owner of the com-
pany.

That conversation spurred Mr.
Huth to study the incidence rate of
medical malpractice suits in three
Detroit-area counties-Oakland,
Wayne and Macomb-in a three-
month period in 1982 and again in
1983. In both instances, he reports,
35% to 40% of the plaintiffs had ini-
tiated some sort of civil litigation in
the past. other than divorce or
child custody cases.

"We were shocked and as-
tounded by the high number of
people filing repeat lawsuits," he
says. "We believe, based on those
figures, we can truly provide ser-
vice to doctors."

But he insists the company aims
only to red-flag the "professional
plaintiffs.

"Certainly, some lawsuits have
merit. We're trying to weed out
those (people) who live from one
lawsuit to another."

Recent examples of the what he
calls the kind of "frivolous and ri-

diculous" litigation he hopes to help
doctors avoid include: a woman

who sued her doctor for failing to
have a box of facial tissues next to

her hospital bed, and a woman who
sued a hospital for alleged racial
discrimination in the treatment of
her newborn child.

A recent legal search turned up
one individual who filed 22 sepa-
rate lawsuits in January, he adds.

"It's clear to me and to insurance

companies that it's prudent to settle
(malpractice claims)," he says.
"That's wrong. The general public
is beginning to realize that by fil-
ing, they're sure to get $5,000-
$3,000 ina nuisance settlement."

Mr. Huth says that since word of
the company has spread, hehas re-
ceived requests to conduct similar
legal screenings from:

• Beauticians who fear custom-

ers may sue over unattractive re-
sults from hair dyes.

• Stockbrokers who want a his-
tory of clients who have filed mal-
practice suits.

• Fellow attorneys who want to
know about prior suits brought
against individuals they are suing.

• Businesses that want the in-

formation for pre-employment
screening purposes.

• A chain of auto brake-repair
shops that wants the information to
evaluate new customers' chances of

filing suits.
"The market has just

mushroomed and we haven't had
the time or the money to pursue
these other areas," Mr. Huth
explains. I

April storm cost insurers $68 million
RAHWAY, N.J.-A weather sys-

tem affecting 10 states from April
3-7 caused an estimated $68 million
in insured property damage, says C.
Edward Hermanson, vp of Ameri-
can Insurance Services Group
Inc.'s Property Claims Services.

Included in the total damage fig-
ure is an estimated $25 million in
insured damage in New Jersey and
New York, which experienced se-
vere flooding caused by record
rainfall.

Damage from wind, hail, torna-
does and flooding was also sus-
tained in Missouri, Arkansas, Illi-
nois, Kentucky, North Carolina,
Virginia, Maryland, Delaware and
possibly other areas.

The PCS estimate does not in-

clude damage that is insured under
the National Flood Insurance Pro-

gram.

The storm system was assigned
Catastrophe Number 33 by the In-
surance Services Office. .
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While everyone debates how to control rising health care
costs, Ampro Data Systems is doing something about it.
Ampro's Omni Health Network creates a national network of
health care providers operating a unique control system for
delivery of services. The system requires employee

preauthorization of all nonemergency medical services.

By simply contacting (via computer or telephone) the
clearing house listed on the employee's wallet-sized
"Healthcard," doctors and hospitals receive preauthorization
for all surgical procedures. The clearinghouse data base
monitors extensive cost containment controls, including:
• weekend admits • preop and post op days • inpatient or
outpatient surgery • DRG grouping • prospective payments ;
• many others.

As a participant in Omni Health Network your office becomes
a regional clearing house to serve employers in your area.
You can now provide your clients with a positive opportunity
to control their benefit costs...and that's something they won't
soon forget. Omni Health Network...another part of the game
plan from Ampro Data Systems, Inc.

For more information about how Ampro puts it all together
with Omni Health Network and the other advanced

Omnisystems, call or write...Ampro Data Systems, Inc., 2504
N. Tamiami Trail, R O. Box 517, Nokomis, FL 33555 -

(813) 966-3641. A wholly-owned subsidiary of American Progressive Corporation,

Nashville. Tennessee
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Survey details components
of typical Midwest health plan

By SALLIE J. DRURY

The typical Midwest employee
health care plan in 1983 was self-
funded and included a 20% copay-
ment on comprehensive medical
coverage after a $100 deductible for
individuals, a new survey reveals.

The usual maximum copayment
was $1,000 for an individual and

$2,000 for a family. Employees typ-
ically did not contribute to the pre-
mium for their own coverage, but
paid 15% of the cost of the premium
for dependent coverage.

This profile is derived from a
benefit plan survey conducted by
the Midwest Business Group on
Health. The 86 respondents to a
survey of 100 member and non-
member companies in the Midwest
region employ more than 1 million
workers.

Fifty-six percent of the respon-
dents said they self-insured their
health benefits in 1983. An addi-

tional 28% had a minimum pre-
mium arrangement with an in-
surer, while 14% were fully in-
sured.

The survey did not quiz the em-
ployers on their benefit practices
prior to 1983, so year-to-year com-
parisons cannot be made.

More companies said their claims
were administered by third-party
administrators rather than by in-
surers. Some 51% tapped a TPA,
while 38% of the respondents hired
an insurer to administer claims.

Ten percent administered claims
in-house.

Most responding companies
asked employees to share the cost
of coverage. Although most com-
panies-60%-did not ask employ-
ees to contribute to their own pre-
mium, 58% asked employees to con-
tribute to the premium for
dependent coverage. The most
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common contributions toward de-

pendent premium were 11% to 20%
of the cost.

Further cost-sharings through
deductibles and copayments were

popular features.
Some 38% of the respondents re-

quired employee deductibles; about
51% of these companies priced the
deductible from $51 to $100 per
person. Whether the deductible
was an annual or a one-time cost

was not specified.
Some 37% of the companies have

increased the amount of the de-

ductible during the past several
years, and 20% of the respondents
plan to increase the deductible
within the year. And, 29% are in-
terested in increasing the deduct-
ible, although no implementation is
planned.

Eighteen of those companies that
increased the employee deductible
rated the effects as positive; one
said it was negative.

Other deductible features re-

spondents noted include:
• Special deductibles for emer-

gency room (15 respondents).
• Deductibles indexed to salary

(three respondents).
• Deductibles indexed to the

cost of living (one respondent).
• Deductibles based on first-day

room and board (three respon-
dents).

• Deductibles waived in case of

auto accident if a seat belt were

buckled (one respondent).
Also, 63% of the surveyed com-

panies required employee copay-
ments for medical coverage, with a
20% copayment the most common
share required. Of the companies
requiring copayments, 78% also re-
quire deductibles.

Some companies had special co-
payment features. For example, the
copayment for mental health bene-
fits differed from the medical cov-

erage deductible at 60% of the eom-
panies surveyed. It also varied for
prescription drugs at 55% of the
companies, while the deductible for
emergency room costs differed
from the medical plan deductible at
34% of the respondents.

Also, two companies offered re-
duced copayments to employees if

they used certain preferred provid-
ers.

However, the responding com-
panies tempered their employee
cost-sharing with a stop-loss ar-
rangement. Some 72% of the re-
spondents provided a stop-loss limit
for employees. The most common
out-of-pocket limit, excluding de-
ductibles, was $1,000 per person,
the survey reports.

The MBGH also asked companies
about specific plan design features
that have been implemented in the
last several years, are planned
within the year or are being consid-
ered but not yet implemented.

The survey further asked the
companies to evaluate these plan
design features as generally posi-
tive, generally negative or neutral.

Benefit managers had been most
active in implementing changes in
the outpatient benefits area. More
than three-quarters of the com-
panies-76%-had implemented or
plan to implement coverage for
pre-admission testing, and more
than half-62%-now cover diag-
nostic X-ray and lab features.

Most employers that had eva-
luated these features rated them as

generally positive, although some
were neutral on the changes.

Seventy-two percent of the re-
spondents either have added or
plan to add coverage for outpatient
surgery, while 57% have imple-
mented or plan to implement home
health care coverage.

Of 22 companies that evaluated
the outpatient surgery benefit, 21
rated it positive; one was neutral.
For home care, six companies rated
it positive; four were neutral.

Benefits for outpatient treatment
of chemical dependency were im-
plemented or planned by 65% of
the companies. Coverage for ex-
tended care facilities was also pop-
ular, with 69% of the respondents
reporting that their plans featured
or would feature this coverage.

Of these, 80% provided coverage
after a hospital stay; 20% did not re-
quire the employee to be first hos-
pitalized. The majority of com-
panies rated these benefits as gen-
erally positive.

Continued on facing page
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Less-common outpatient benefits

that were either implemented or
will soon be implemented include
hospice care (noted by 49% of the
respondents), post-admission test-
ing (noted by 22% of the com-
panies), urgent care centers (men-
tioned by 21%), birthing centers
(mentioned by 19%) and home
births (cited by 9%).

The majority of the evaluations
for all of these benefits were posi-
tive, except for birthing centers
and home births. Of the four com-

panies evaluating these features,
one connpany gave each feature a
positive rating, while three com-
panies gave each a neutral rating.

Another extremely popular fea-
ture of the respondents' plan design
was coordination of benefits. Sixty-
four companies, or 75%, now screen
or plan to screen claims of dupli-
tate coverage.

Of the 49 companies that pro-
vided an evaluation of the feature,

48 said it was generally positive;
one company was neutral.

Other cost-cutting features in the
form of exclusions or incentives

were adopted or planned by em-
ployers. An exclusion from cover-
age or reduction of benefits for
non-emergency admissions on a
Friday or Saturday has either been
implemented or will be imple-
mented by 21% of the respondents,
while another 58% were interested

in the feature, though they had no
plans for ibiplementation.

Incentives for second surgical
opinions also were popular
features. Those already mandating
the second opinion (16% of the re-
spondents) rated the feature as pos-
itive, while those that had only a
voluntary second opinion provision
(35%) gave the feature mixed re-
views: four companies were posi-
tive, five were neutral and seven

were negative. Nine companies
said the provision was too young to
evaluate.

Incentives in the form of

greater coverage for outpatient
care were also part, or were sched-
uled to be a part, of some com-
panies' benefit plans. Twelve per-
cent either used or would use such

incentives for mental health cover-

age; 38% either had such incentives
for specific surgical procedures or
plan to implement them; and 33%
either encourage or plan to encour-
age outpatient lab and X-ray proce-
dures. Few companies evaluated
these prccedures, but the evalua-
tions that were made were positive.

Five companies offered or
planned to offer financial incen-
tives for no or few claims; three of-

fered or would offer an early dis-
charge bonus; eight provided or
would provide a medical expense
account; 11 offered or planned to
offer a higher benefit level for pre-
admission certification; and 17
companies offered or planned to
offer shared savings for patient
audit of hospital bills.

The survey also showed that
large numbers of employers are in-
terested in-although they have
not yet implemented-certain non-
traditional benefit designs. These
are flexible benefits, high/low cov-
erage alternatives and preferred
provider organizations.

Fifteen percent of the employers
said they already had or would in-
stall within the year a flexible ben-
efits plan. Another 53% expressed
an interested in flexible benefits

plans.

A feature frequently a part of
flexible benefit plans-high/low-
coverage options-also was not yet
widely installed: Only 7% had this
option or said they would adopt it
within a year. However, another
44% said they were interested in
the concept.

Also, few employers-13%-had
already lined up preferred pro-
vider organizations, but 66% of the
respondents were interested in of-

fering this feature.
Most changes in benefit plans

were for the better, employers re-
ported. Of those that had modified
their plans in the last several years,
66% said they were generally satis-
fied; only 4% said they were not sa-
tisfied.

Employees were generally ame-
nable to change as well, employers
said. Forty-nine percent said they
had little reaction to change from
employees, while 15% said they had
received a mixed reaction.

More than half the respondents
did not say they would do anything
differently if they had to change
their benefit plans again. However,
12 companies said they would
"make more cutbacks," and 10 said

they would have "better and ear-
lier communications" if they were
starting over. Also, more than half
the employers- 52%-said it is best
to make many changes at one time.

Respondents also were asked to
name the three implemented
changes they felt are or would be

most significant to the plans. Re-
spondents named:

• Introducing or increasing em-
ployee deductibles (cited by 37%)

• Introducing or increasing em-
ployee copayments (c.ted by 33%)

• Incentives in the form of

greater coverage for outpatient ser-
vices (cited by 27%).

More changes are on the way for
56% of the respondents, and the
MBGH intends to survey and re-
port those changes.

"This is the first step in tracking
benefit trends," said Iris P. Masotti,
project director for the survey at
the MBGH. "We hope to have these
surveys out about every six
months."

Companies interested in moTe in-
formation on the MBGH 1983 Inno-
vative Plan Design 8147·vev TeSUZts
may contact Ms. Masotti at the
Midwest Business Group on Health,
417 S. Dearborn St., Suite 410, Chi-

cago, Ill. 60605; 312-922-1383.
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Florida OKs health cost law
TALLAHASSEE, Fla.-Florida hospitals will face stiff penalties

if their revenues exceed state-mandated limits as a result of a law

signed in mid-May by Gov. Robert Graham.
The Health Care Access Act of 1984 sets a ceiling on the budgets of

the state's 260 public and private hospitals.
If a hospital exceeds the ceiling for any year, the state's hospital

cost-containment board, established in 1979, can reduce the hospi-
tal's budget for the next year.

The state also is now empowered to close any hospital whose bud-
get exceeds its ceilings three times within five years.

Revenue growth will be measured by a "hospital index," which
measures the inflation rate of hospital supplies. During the pro-
gram's first year, hospital budgets can rise no more than the hospital
index plus 5%. During the second year, this limit will drop to the
index plus 4%. Thereafter, it will be the index plus 3%.

The law also establishes a $150 fund to pay for health care for the
indigent. About $70 million of this amount will come from a 1% tax
on hospital revenues. In 1986, the tax will climb to 1.5% of revenues,
and the total fund will reach almost $300 million. The rest of the
funding will come from a $20 million state contribution and federal
funds.

To encourage competition among hospitals, the law requires hospi-
tals to publish their rates for services.
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Take the offensive against toxic torts: Lawyers
By STACY SHAPIRO

LONDON-A good offense is
also a good defense for companies
facing injury claims arising from
exposure to hazardous products or
substances, attorneys say.

Companies that handle toxic sub-
stances should begin preparing for
possible lawsuits or workers com-
pensation claims before accidents
or injuries are reported, advise at-
torneys with the Boston law firm of
Morrison, Mahoney & Miller.

Likewise, a defendant should

take the offensive throughout the
legal process, the attorneys said at a
seminar on toxic tort litigation held
in London earlier this month.

First of all, companies should
have a thorough knowledge of
their products, said Philip M.
Davis, one of the attorneys.

VARIABLE

L\FE LIFE

"Your knowledge of major risks
is an important defense. It be-
hooves you to learn everything you
can about your risks, plus the types
of records that are kept, the chemi-
cals that are used, the employees
who deal with them, etc.," he said.

Next, companies that deal with
hazardous substances should hire

attorneys and experts as soon as
they have an inkling that they
could face a claim. A good attorney
acting quickly can help reduce
whatever judgments the company
may face, Mr. Davis said.

He cited the example of a firm
that used hexane in its manufac-

turing process. Just one hour after
hexane from the company's plant
leaked into the city's main sewage
system, causing an explosion that
damaged two miles of sewer lines,
the company contacted an attor-

Now You Can Offer Your Employees Four
Salary Deduction Plans From One Source.

And not pay a penny for any of them !

Employee benefits keep morale and productivity
high, but usually cost you plenty.

With Bankers Security payroll deduction plans, you
can offer your employees a wide range of excellent life
insurance protection at absolutely no cost to you.

Bankers Security is the first insurance company to
make both Variable Life and Universal Life policies
available through payroll deduction. We also offer
traditional Whole Life and Flexi-Premium Plans. All at

low individual rates.

We back up this unparalleled range of products
with a responsive, professional staff, computerized
billing and support systems. For further information on
some of the best emp/oyer benefits you'll ever find, call
Philip G. Brimer, CLU, at (202) 463-3494.

8*» Banlers Security
LIFE INSURANCE SOCIETY

a United Services Life Company

Executive Office: New York, NY

1701 Pennsylvania Avenue, N.W, Washington, D.C. 20006

The Professionals!

ONE STOP
SHOPPING

ney.
The attorney immediately inter-

viewed 39 employees who handled
the hexane, thus protecting their
statements through the client-at-
torney privilege. He also informed
the employees that any informa-
tion that they gave to the plaintiffs
may be held against them.

As a result, the only evidence
available to the plaintiffs were
company records, and the lack of
available evidence reduced the

amount the company ultimately
had to pay, Mr. Davis said.

Once a case goes to court, there
still are ways to convince juries
that awards should be denied or re-

duced, Mr. Davis noted.

Of these, the medical defense-

through which defendants are able
to prove that the substance or prod-
uct handled by the company could
not have caused the plaintiff's in-
jury-works the best, he said.

For example, a company could
try to show that the product
couldn't have caused the injury be-
cause the product was not sold or

manufactured in the area at :he

time the injury occurred.
"If you can show that your prod-

uct was not there at the time, you
can walk away from the case," Mr.
Davis said.

Or, a defendant may try to prive
that other dangerous products to
which the plaintiff was exposed,
like cigarettes, could have caused
the injury.

Once a lawsuit is filed and/cra

trial begins, however, it may be .ess
expensive-both in time and legal
costs-to settle the claims ou- of

court, another attorney said.
Mark S. Granger, another mem-

ber of the law firm, said, "One of

the most perplexing problems is
whether to settle cases and w -len

and how. If the timing or terms are
wrong, a settlement can be an abso-
lute disaster."

To decide whether it is in a de-

fendant's best interest to sett. e a

claim, Mr. Granger said, the de: en-
dant should:

• Know exactly with whom you
are settling. For example, if the de-

fendant is dealing with the federal
Environmental Protection Agency,
a settlement would not include

other government agencies. Other
agencies still could file lawsuits.

• Make sure the settlement will

be approved by the judge if you are
named in a class action.

• Make sure the documentation

is clear and concise, and include a

good-faith release that precludes all
later action by the plaintiffs.

• Determine how many future
claimants remain following the set-
tlement and what effect the settle-

ment will have on future litigation.
• Decide where and when to

settle the first ease if the company
is facing many claims.

• Attempt to seal the terms of
the settlement and the court docu-

ments, and also attempt to have
each party sign a non-disclosure
agreement so that the amount of
the settlement is not released. Oth-

erwise, the settlement will be

"broadcast all over the place," said
Mr. Granger, causing unwanted
adverse publicity. .

Toxic waste costs could outstrip insurers' funds
LONDON-Pollution insurers

don't have enough funds to cover
cleanup costs and liability claims
arising from U.S. hazardous-waste
sites, said Stephen J. Paris, an at-
torney with the law firm of Morri-
son, Mahoney & Miller in Boston.

"It is estimated that there are

6,000 to 12,000 hazardous-waste

sites in the United States. Multiply
that by $6 million for each site (for
cleanup costs) and you come out
with a 36 with nine zeros after it,"
Mr. Paris said at a seminar on haz-

ardous-substance claims held re-

cently in London.
"There is not enough money in

the insurance industry to cover
that type of exposure. As Sen.
(Everett M.) Dirksen once said, 'A

billion here and a billion there and

you are talking about a lot of
money.' "

Comprehensive general liab lity
and environmental impairment lia-
bility insurers will cover some of
these costs, Mr. Paris pointed out.

But, he noted, the wording of
some of the policies, especially
older CGL policies, probably will
trigger a court battle between the
insurer and the policyholder over
the definition of an "occurrence."

To date, no legislation or court
ruling clearly defines when bodily
injury and property damage is
caused by hazardous wastes or tixic
products and what insurance pclicy
covers what accident, Mr. Paris

pointed out.

If your present prescription plan requires a copay-
ment, we can help you offer the same prescription by
mail at absolutely no cost to your employees...
and reduce the company's cost at the same time!

While you maintain your present prescription card
system for emergency use, NATIONAL PHARMACIES,
Inc. can add a mail order prescription plan for
"maintenance" type medication. The cost of this
type of continuing medication accounts for 80% of
all prescriptions making it an extremely important
area for cost containment efforts. The highly
superior cost efficiency of filling millions of prescrip-
tions by mail from one central location therefore
results in savings that are more than sufficient to
finance these additional benefits.

NATIONAL PHARMACIES, Inc. is the leader in ser-

vicing Health and Welfare Funds, Corporations,

Retirement Systems, Third Party Administrators and

Associations with prescriptions by mail.

Instead, courts have issued a

"quartet" of decisions that explain
what coverage should apply to a
long-latent injury claim, the attor-
ney said.

They are:
• The exposure theory, which

says that injury occurs at or shortly
after the time the victim is exposed
to the product. The principal case
expounding this theory is INA vs.

48 Insulations Inc.

• The manifestation theory,
which says that coverage is trig-
gered at the time an injury mani-
fests itself. This theory is supported
by Eagle-Picher Industries Inc. vs.
Liberty Mutual Insurance Co.

• The tripple-trigger theory,
which says that a policyholder
should be covered from the time of

exposure through the time the in-
jury manifests itself. This theory
was handed down in Keene us. INA

Corp.
• Most recently, a U.S. District

Court in New York in American

Home Products us. Liberty Mutual
Insurance Co. determined that cov-

erage is triggered by the date that a
victim's medical injuries actually
occurred, not when the victim was

exposed to the product or when the
injury manifested itself.

Medical science supposedly now
can target the date when the injury
actually begins, Mr. Paris ex-
plained (BI, July 4, 1983). i

How you may be
able to save money on
workers' compensation
in Texas.

You may cut your workers'
comp costs by placing the
Texas portion of your program
with Texas Employer5.

The state of Texas allows us

to return savings we achieve to
our policyholders in the form of
premium discounts, dividends,
and retrospective savings. Those
savings totaled approximately
$50 million in 1983 alone.

Find out if we can save you
money this year. Call our
National Accounts Division at

(214) 760-6435.

---- Texas Empt-OveRS'

insumanceAasociaTIon

P. 0. Bot 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers· Insurance Assn.

0 0 Employers National Insurance Co.
Employers Casualty Co.
Employers National life Insurance Co.



Survey shows states spend
relatively little on regulation

COLUMBUS, Ohio-A recent
survey by the Insurance Industry
Committee of Ohio shows that state

insurance regulators spend a frac-
tion of the premium taxes and
other fees that states' collect from

insurers.

The survey examines state insur-
ance departments for the year end-
ing Dec. 31, 1981, although some of
the individual figures are for other
years.

According to William H.
Fletcher of the Ohio Insurance In-

stitute in Columbus, which com-
piled the survey, the statistics were
gathered from questionnaires sent
to the insurance departments in
each state.

Businss Insurance was unable to

independently confirm the data.
. According to the survey, the
New York Insurance Department
spent the highest percentage-
12.2%-of the money the state col-
lected from insurers.

New York collected $184.97 mil-
lion in premium and other taxes
and $27.8 million in fees for a total
of $212.8 million in revenue. The
department spent $25.99 million, or
12.2% of the revenue.

Florida spent the next-highest
percentage of its revenue, the sur-
vey shows. That state took in
8112.98 million in premium and
other taxes and $12.28 million in
fees for a total of $125.27 million. Of
that, the department spent $14.95
million, or 12%, on Insurance De-
partment operations.

Nevada took in a total of $15.96
million and spent $1.51 million, or
8.5%. Texas took in $213.83 million
and spent $19.87 million, or 9.3%.

(The figures for Texas are for the
year ended Aug. 31, 1982.)

Ranking fifth was South Caro-
lina, which took in $45.41 million
and spent $3.82 million, or 8.4% of
revenues.

Missouri spent the lowest per-
centage-1.8%-of what it earned
from insurers.

According to the survey, Mis-
souri took in $67.74 million in pre-
mium and other taxes and $4.37
million in fees, for a total of $72.11
million in revenue. But, it only
spent $1.29 million, or 1.8%, on op-
eration of the department.

Ohio, Connecticut and Hawaii
each spent 2% of revenues, the sur-
vey shows. Ohio collected $154.06
million and spent $3.13 million;
Connecticut took in $75.53 million
and spent $1.47 million; and Hawaii
collected $31.96 million and spent
$608,252.

South Dakota collected $16.19
million and spent $332,615, or 2.1%
of its revenue, according to the sur-
vey.

The other states listed in the sur-

vey and their state insurance regu-
lators spent include:

Alabama, 2.5%; Alaska, 6.2%; Ari-
zona, 3.9%; Arkansas, 4.4%; Califor-
nia, 4%; Colorado, 3.2%; Delaware,
5.1%; the District of Columbia, 4.5%;
Georgia, 3.1%; Idaho, 4.4%.

Also, Illinois, 6.4%; Indiana, 3.4%;
Iowa, 3%; Kansas, 6.4%; Kentucky,
6.3%; Louisiana, 2.9%; Maine, 4.8%;
Maryland, 4.5%; Massachusetts,
2.6%; Michigan, 3.6%; Minnesota,
2.4%; Montana, 3.2%; Nebraska,

6.3%; New Hampshire, 5.6%; and
New Jersey, 4.7%.

And, North Carolina, 6.2%; North

Hawaii plan gets final OSHA approval
WASHINGTON-Hawaii's job

tafety and health program has be-
:ome the first state plan to receive
*inal approval from the federal Oc-
:upational Safety and Health Ad-
ninistration.

OSHA will now relinquish its
;tandards and enforcement au-

hority in areas covered by the Ha-
waii program.

These areas include safety and
iealth in private industry, except

maritime firms, and the public sec-
tor.

OSHA will continue to cover

maritime operations, to investigate
complaints of discrimination
against workers for exercising their
safety and health rights under the
Occupational Safety and Health
Act of 1970, and to evaluate the
state program.

The Hawaii program began oper-
ation in 1974. .

Tailor-made coverage.
Imagining you have it

could leave you out in the cold.
For custom insurance coverage in the marine,
oil industry or other difficult risk areas, call or
write Adams & Porter Assodates, Inc., 510

Bering Drive, Houston, Texas 77057-1408,
(713) 975-7500. Also in New York and

Bermuda.

Adams&Porter

We take the myth out ofcorporate insurance.

Dakota, 3.7%; Oklahoma, 2.4%; Ore-
gon, 5.5%; Pennsylvania, 3.5%;
Rhode Island, 4.1%; Tennessee,
3.2%; Utah, 6%; Virginia, 4.1%;
Washington, 5.9%; West Virginia,
2.5%; Wisconsin, 5.4%; and Wyo-
ming, 7.8%.

The survey did not provide sta-
tistics for Mississippi, New Mexico
and Vermont.

According to the survey, insurers
in the state of California generated
the highest total premium volume
for 1981, with $23.53 billion in pre-
miums. New York followed closely,
with $23.52 billion in total premium
volume.

Rounding out the survey's top
five in premium volume were
Texas with $18.26 billion; Illinois
with $11.86 billion; and Pennsylva-
nia with $11.85 billion.

Of the states that reported figures
to the survey, Alaska reported the
lowest total premium volume, with
$578,457.

Arkansas reported $339.29 mil-
lion, followed by Wyoming with
$423.18 million; Delaware with
$484.68 million; and Montana with
$527.45 million. The survey reports
that Texas had the highest number
of licensed insurance companies in
1981 with 2,022. Texas was followed
by Arizona with 1,795; Illinois, with
1,583; Colorado, with 1,431; and In-
diana, with 1,410.

Of the states in the survey, Ha-
waii had the fewest licensed insur-

ance companies-640. It was fol-
lowed by Maine with 686; New
Hampshire with 694; Massachusetts
with 735; and Rhode Island with
739.

.

Copies of the survey results may be
obtained by writing to the Insur-
ance Industry Committee of Ohio,
P.O. Box 632, Columbus, Ohio
43216.

PEOPLE, NOT QUOTES, SETTLE CASES.

0

Two goals are paramount in designing a successful
structured settlement: a reasonable cost basis for you
and acceptance by the claimant.

Howard weirs structured settlement experts recognize
the need for creative solutions in designing settlements
which satisfy both criteria. In evaluating the available
investments, you can rely on our proven record in the
financial services industry We consider not only a full
range of annuity solutions and source companies, but
also evaluate the use of U.S government securities and
insured tax-free bond trusts. We can also help close
your file by arranging for the assumption of settlement
liabilities via third party assignment

Let Howard weirs experienced team help you close
your case-

That settles it. -
Call Chris Shumate. 504-588-2789.

Tell me more about Howard Weil's people and expertise in structured
settlements.

Name

Firm

Addrecs

rily

Business Phonel

Z
State 7ip

%*li
Howard Weil, Labouisse, FriedrichsINCORPORATEB

Structured Settlements Deparment • W. Christian Shumate. Manager
2/1 Carondelet Street. New Orleans. LA 70130

COST CONTAINMENT IS NOT

*A mythical program under development at some-
ones Home Office which will not be "out" till JULY

*The stuff the consultant has been working on since
November but isn't quite ready yet

COST CONTAINMENT IS

*HMG*Pro-Net, an operational multi hospital
P.P.0. with excellent geographical dispersion of
Hospitals, Doctors and Pharmacies.

QUALITY and real savings
*HMG*Edu-Care, an installable pre-hospital
screening/consultation program that works to,

-Reduce hospital stays
-Encourage use of outpatient facilities for test-
ing and surgery

-Eliminate unnecessary admissions
All in one easy to install program, no need for benefit
redesign or benefit reductions.

Benefit Administrators, Third Party Administrators,
Employee Benefit Managers, please call for additional
information

99 HMG
312-498-9080

605 Landwehr Road

Northbrook, IL 60062
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EXCESS MEDICAL

Check these

program

advantages:
• No Life

Insurance

Required

• Prompt Quote
Issuance

• Competitive
Rates Excess Of:

• Specific $20,000
Minimum

• Aggregate
$150.000 Minimum

• Admitted Domestic
Market

lili

.

.

.

.

.

.

.

Call

Peter Plummer

or Rick Daniels

(502) 244-1343
Telex 204-111

Underwriters Safety
&Clairns. Inc.

Post Office Box 23790

Louisville, KY 40223

Exciting Group Workers'
Compensation Programs

RECREATIONAL MARINE INDUSTRY GROUP...

for marinas, boat dealerships and all allied segments of the industry:
program includes U.S.L. & H.

8--

SECURITY INDUSTRY GROUP...

for security guard, detective and patrol agencies, burglar & fire alarm
monitoring, sales & installation.

Cover X has long advocated the use of mass purchasing power to reduce
insurance costs. Both of these fine Group Workers' Compensation

Dividend Plans acknowledge that principle...
and both are underwritten by Cover X on behalf of major insurance carriers

and are available in most states.

Be the competition . . Come to CoverX.

For further information or applications call or write .

COVER CORPORATION
P. O. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010 Telex: 23-5635

comings & goings: buyers

Wickes promotes Fisher
to risk management vp

M. Douglas Fisher, 37, is now
vp of risk management, a new posi-
lion. at Wickes --

Santa Monica, .....M......
Calif. He heads IIIIF// 'I

property and 
casualty insur- 

ance programs 
for the company.  vllllilll
He joined-MI
Wickes in 1980 i aNI1111

as supervisor of Mr. Fisher

insurance and

became director of risk manage-
ment in 1982. Before he joined
Wickes, Mr. Fisher worked in risk

management for Sambo's Restau-
rants. He earned his bachelor de-

gree in general studies from Ohio
University in Lancaster in 1977. He
reports to Wilhelm A. Mallory. ex-
ecutive vp of finance and chief fi-
nancial officer at Wickes.

***

Laura Hinckley. 33, was ap-
pointed director of risk manage-
ment for Avery International in
Pasadena, Calif. Ms. Hinckley
joined Avery in 1981 as corporate
risk manager. She is now responsi-
ble for the company's worldwide
risk management program. She
also negotiates policies, claims and
new product development and for-
mulates risk funding strategies. Ms.
Hinckley received her bachelor of
science from North Central College
in Naperville. Ill., in 1972. She
earned a master of business admin-

istration degree in 1975 from
Northern Illinois University in De
Kalb. She has also received the As-

sociate in Risk Management and
Chartered Property & Casualty

Underwriter designations. She re-
ports to Wayne H. Smith, vp and
treasurer.

Also at Avery International,
Mary E. Steele, 31, has been pro-
moted to risk analyst. a new posi-
tion. She will administer the U.S.

workers compensation and fleet in-
surance programs, the risk man-
agement information system and
publication of the company's risk
management manual. She also will
assist in compiling competitive bid
specifications, insurance coverage
reviews and assume a greater role
in safety and claims management.
Ms. Steele was most recently risk
information coordinator, a post she
was named to in 1981. Before that,

she was a senior secretary in the
treasury department at Avery,
which she joined in 1979. She is
currently working on her degree.
She reports to Ms. Hinckley.

***

Thomas R. Coles, 33, is now cor-
porate claims manager at Reveo
D.S. Inc. in Twinsburg, Ohio. Mr.
Coles handles all casualty lines
claims for Revco. He joined the
drugstore company in 1982 and
previously was claims supervisor.
He received his bachelor of arts in
business administration at West-

minster College in New Welling-
ton. Pa., in 1973. Mr. Coles reports
to Lawrence J. Bell, assistant vp of
risk management.

.

We'd like to report on staff changes in
your company's risk management.
safety or employee benefits depart-
ment. Write to Claudette Dampier,
Business Insurance, 740 N. Rush St.,
Chicago. m. 60611, or call 312-649-

5282. Please send a photograph, too.

A Special Portfolio
For Insurance
Professionals ...

about PREPAID LEGAL INSURANCE.

Write for it...

its FREE!

Study it...and
learn how it can \expand your Group
accounts.

Sell it...and stay a
full str:de ahead of

competition!

Prepaid Legal Ser-
vices from Midwest

Mutual provides you
with a new group in-
surance program that

will complement
the life and

health plans
you already

A#>'' service,

Midwest Mutual is

the leader in this rapidly
growing area of insur-
ance protection for the

American family.

Ihke a good look...
it'll cost you nothing.
Simply write us a note
on your letterhead or

send us your business
card addressed to:

Prepaid Lkgal Se,vices
Midwest Mutual

Insurance Company
1111 Ashworth Road

West Des Moines. Iowa 50265

Or call

Wesley T Cr,lham
Vice President & Gencra! C,on/1

1 800247 4 184
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'.

4."/---./£Wzilmy)

-Ill./01.ImmAU

- " '4'.1 4--3/1 I//1

:

......:..:



business insurance, May 28, 1984 / 79

Asbestos producers mulling agreement
Continued from page 1 Eagle-Picher claims not covered While policyholders have con- gate is tapped again merits and substance of our bad-
vs INA in 1981 In that case, the under that court decision now tended in the court that the insur- At that point, the primary policy faith case against our carrier," says
court said all insurers on an as- would be indemnified under the ers are on the risk for their per-oc- without an aggregate will pay 10 David Steuber, an attorney with
bestos risk from the time of expo- agreement currence limit for every claim times the per-occurrence limit the law firm of Paul, Hastings Jan-
sure through manifestation, includ- However, AC&S Inc of Lancas- filed, under the agreement the as- Thus on a $300,000 per occurrence ofsky & Walker, which represents
ing the latency period, are liable ter, Pa, which won coverage even bestos producers would agree to a policy, the aggregate limit would be asbestos defendants GAF and Nico-

"I wouldn't say lt lS any broader broader than Keene's in a decision cap on the policies' coverage $3 million But since the insurer let Industries in California cover-
than Keene," says Aetna's Mr late last year in aUS District By agreeing to such a cap on has already paid $2 million, it age litigation. "It would be a major
Shea "It triggers all years of cover- Court in Philadelphia, would not their policy coverage, "If in three would owe only another $1 million concern if bad-faith claims were
age and each insurer pays a propor- fare as well under the proposed or four years they run through After that $1 million is paid, the abandoned and waived
tionate share " agreement those caps, those firms will be asbestos producer is without any "I'm not sure that major conces-

But, from an insurer's perspec- According to James Hipolit, gen- without insurance for those years," more coverage for that year The sions of the insurance industry are
tlve, g 15 a better arrangement be- erat counsel for AC&S, the nego- warns Eugene Anderson, an attor- producer then taps the next policy contained in the agreement," he
cause the agreement does not allow tiated agreement is "somewhat less ney for Keene Corp with the firm year, but conceivably it could run adds
insureds to select the particular favorable than our decision," but of Anderson Russell Kilt & Olick in through all the coverage "We are skeptical," Mr Steuber
policy that will apply, as the Keene he adds that this must be weighed Washington, D C A similar formula caps policy- continues "It assumes a consider-
decision allows, and then force against the advantages of the Under the agreement, for poli- holders' deductibles able amount of faith and trust be-
those insurers to seek contribution agreement cies with a $100,000 per-occurrence If a policyholder had to pay a tween the parties That requires a
from other insurers, he adds In AC&S Inc us Aetna Casualty limit, the Cap is 10 times that or $1 $5,000 deductible under an older big step in and of itself "

The agreement also deals with & Surety Co, handed down by the million At that point, the next policy, a multiplier of 10 is used so 44There are a lot of unknowns,
more coverage issues than the U S District Court in Philadelphia, layer of insurance is triggered once the policyholder pays $50,000 says Mr Ralston of Eagle-Picher
Keene decision, like insurers' duty the court followed the triple-trig- If per-occurrence limits are -or 10 times the $5,000 deductible "It's an untried situation There are
to defend and how to handle poh- ger approach handed down in higher than $100,000, the multiplier -he owes nothing more in deduct- risks, but there are also rewards
cies that have no aggregate 1:mits Keene but also ruled that under in the formula is less than 10 ibles 44There's probably something in

For some policyholders, signing pre-1966 policy forms, primary in- In the case of a per-occurrence Some of the asbestos producers this for everybody," adds Edward
the agreement would mean more surers have an unlimited duty to limit of $300,000, for example, the are also not sure they like the Tanenhaus, an attorney with
coverage than under court deci- defend insurer's liability is initially capped agreement provision that forces Munves, Tanenhaus & Storch and a
sions to date, and for others it In accepting the agreement, as- at $2 million them to give up punitive damages consultant to GAF "The problem
would mean less coverage bestos producers will have to weigh This includes the $1 million for claims against their insurers is, are the give-ups greater than the

James Ralston, general counsel their chances of winning in court the first $100,000 of the $300,000 per Under the agreement, all of the benefits "
of asbestos producer Eagle-Picher coverage as broad as Keene or occurrence limit based on the mul- litigation between policyholders 44This involves a compromise on
Industries Inc, says the agreement AC&S, Mr Hipolit says tiplier of 10 and $1 million for the and insurers would be dismissed, both sides," says Scott D Gilbert,
will give his company more cover- It's not a foregone conclusion next $200,000 per occurrence, based including punitive damage claims an attorney for Armstrong World
age than was afforded under a de- that every policyholder will be on a multiplier of 5 sought by producers like GAF Industries Inc with the Washing-
cision by the 1st U S Circuit Court granted the broadest coverage However, if all applicable insur- Corp, Nicolet Industries Inc and ton firm of Covington & Burling,
of Appeals in 1982 in Eagle-Picher available by the courts, he warns ance policies for a particular year Manville Corp in coverage litiga- who helped negotiate the agree-
Industnes Inc vs Liberty Mutual Some asbestos producers and are exhausted but claims remain, tion in California ment "In our view, it is a good deal
Insurance Co their attorneys are also concerned the primary policy with no aggre- "We believe forcefully in the for all concerned "

That decision, which espoused that the "lifetime" defense cover-
the manifestation theory, said age provision in the agreement will

torespond if they were on the risk dvsders sehprce-vle9rag;or How producers' liability will be setEagle-Picher's insurers would have

during the time an asbestos disease cies
was reasonably capable of diagnosis At least two courts have agreed Each asbestos producer who • Adding together the number company, its simple arithmetic na-
in a victim, not if they were on the with policyholders that, under pre- signs the settlement agreement will of closed claims in all remaining tionwide average cost per claim
risk during exposure or the latency 1966 policy forms, insurers must be allocated a percentage of liabil- states as of Sept 30, 1983 (total closed claims in all states di-
period provide an unlimited defense even ity for each claim paid by the facil- • Adding together the amount vided into the total amount of in-

if policy limits are exhausted lity of indemnity paid or owing includ- demnity paid or owing in all states)
Punitive claims Under the agreement, the duty to Based on the proposed formula,, ing any punitive damages as of is used as that state's average cost

defend under pre-1966 policies those producers that have been Sept 30, 1983 per closed claim

won't be paid ends upon exhaustion of the policy sued the most and have paid out • Dividing each company's total Each company's allocated ex-
limits the most will continue to bear the number of closed claims into each pense percentage will be calculated

The claims handling facility pro- But if a producer exhausts all of larger share of liability company's total amount of indem- by dividing its number of open
posed by the agreement between ltS other defense coverage, includ- The percentage of liability for nity paid or owing to arrive at each claims as of Sept 30, 1983, by the
insurers and asbestos producers ing excess insurance, coverage each producer will be determined company's average cost per claim aggregate of all open claims against
will administer, evaluate, settle, would be revived Rather than any by a formula that takes into ac- for states other than the maJor participating companies as of Sept
pay or defend all asbestos-related individual policy providing defense count for each producer the num- ones 30,1983
claims against producers and insur- coverage, though, all the insurers ber of claims paid or owing, the • Adding together the number The data submitted by the as-
ers that signed the agreement would amount of indemnity paid or owing of open claims in the remaining bestos producers for use in calculat-

However, it will only settle set up a defense fund that would and the number of open claims as states as of Sept 30, 1983 ing their share of liability "will be
claims on behalf of all the pro- guarantee the lifetime payment of of Sept 30, 1983, plus any new • Multiplying each company's reviewed for accuracy, consistency,
ducers and insurers and will not defense coverage due under a pre- claims reported to the producer or number of open claims by its aver- reasonableness and completeness,
pay any punitive damages to claim- 1966 policy form the asbestos facility for the period age cost per claim for a product the agreement says
ants, the agreement notes However, according to Raymark from Oct 1, 1983, until one year The formula then calls for com- If it is discovered that a company

The agreement emphasizes that Corp outside counsel Frank Heap after the opening of the facility bining the information from each submitted incomplete or inaccurate
valid evidence will be required to of the Chicago firm of Bell Boyd & In addition, the formula takes of the major states and the remain- data, the company will be bound to
support all claims and the facility Lloyd, this defense coverage plan into account that in some states ing states accept any necessary adjustment in
will hire legal counsel and medical could mean less indemnity cover- claims have been paid at a consis- Each company's average cost its allocated percentage of liability
personnel to de fend asbestos age from excess insurers for some tently higher amount times open claims for each major Otherwise, a company will not be
claims producers All these claims will be divided state is added to the average cost bound by its allocated percentage

Claimants will be asked to pro- Excess policies, unhke primary into groups by whether they were times open claims for the remain- of liability if audit adjustments in-
vide certain standard information, policies, usually include defense filed in so-called "major states" or ing states crease the company's allocation
includingjob, medical and compen- costs within the policy limits not Each company's share of liability percentage by more than 10%
sation history, to determine if the Therefore, if excess insurers are The maJor states have been de- for asbestos claims is then deter- Several producers are believed to
claimant is eligible for further tapped for defense costs instead of a termined to be Pennsylvania, Call- mined by dividing each company's have already agreed to their allo-
compensation primary insurer providing unhm- fornia, Texas, Washington, Massa- average cost times open claims into cated percentage of liability, but

To be eligible, the claimant ited defense, excess coverage that chusetts, Maryland, Virginia, New the aggregate of all participating the percentages are closely guarded
would have to have been exposed would normally be used to pay Jersey, Mississippi and Connecti- companies' average costs times secrets The producers who have
to an asbestos product produced by claims will be spent on defense cut open claims accepted their liability shares do
a facility member and have an as- "It is a big, big dollar concession Looking at the claims filed in An adjustment will be made for not even know how much other
bestos-related condition from the policyholder's point of each major state, the formula calls each company that had 20 or less producers have agreed to pay,

The facility would have the view," Mr Heap says for closed claims in a state For that sources say
power to allow claimants whose James Restivo, outside counsel • Determining the number of
claims have not matured an oppor- for Pittsburgh-Corning Corp with closed claims for each company as
tunity to resubmit them to the fa- the firm of Reed, Smith, Shaw & of Sept 30,1983 Stress claims more costly
cilty if additional medical evidence McClay, agrees the defense cost • Determining the amount of
becomes available The statute of provision is a "substantial conces- indemnity dollars, including any NEW YORK-Stress claims are according to the study
limitations may also be extended sion of the policyholders punitive damages, paid or owing becoming more expensive relative Fifty-nine percent of all stress
for particular cases "Instead of a continuing duty to for each company as of Sept 30, to other occupational disease claims were filed by workers under

There won't be a predetermined defend at the front end, it's being 1983 claims, a recent study reports 40 This age group accounted for
schedule of benefits, but detailed deferred until a later point m time • Dividing each company's They also are less likely to in- 40% of all non-stress claims
claims guidelines will be used to The immediate liability and imme- number of closed claims into its volve permanent disability, and Almost three-quarters of work-
evaluate and settle the claims, the chate expenditure is now made con- amount of indemnity paid or owing claimants are younger and twice as ers filing stress claims are able to
agreement says ditional and may or may not ever to arrive at an average cost per likely to be female as are non-stress return to work, compared with less

The facility will be a non-profit come into play " claim for each company claimants, says a survey by the than 60% of non-stress occupational
organization governed by a board Another concern among some as- • Determining the number of Economic and Social Research Di- disease claimants
of directors with at least 12 mem- bestos producers is how much cov- open claims for each company as of vision of the National Council on The NCCI study lS based on a
bers containing an equal number of erage they will lose by agreeing to a Sept 30, 1983 Compensation Insurance random sampling of claims data
subcribing insurer and producer cap on coverage provided by poh- • Multiplying each company's The average stress claim cost ex- from 13 states that were selected to
members cies that have no aggregate limits number of open claims by each ceeded that for all other occupa- provide a geographic sample of the

All start-up costs will be paid by Policies without aggregates in- company's average cost per claim tional diseases for the first time in entire country.
subscribing primary insurers and clude some early policies written for a product 1982, the NCCI survey found NCCI, headquartered in New
all operating expenses will be paid by Lloyd's of London underwriters Looking at the claims filed in all Females represented 48% of York City, is a voluntary,
by subscribing primary and excess and a predecessor of Commercial the remaining states not considered stress cases, compared with 23% of non-profit, statistical, research and
insurers • Union Insurance Co , sources say a maJor state, the formula calls for non-stress occupational diseases, ratemaking organization .
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presents

an important conference

THE DOLLARS & SENSE

OF COMMUNHCATANG

EMPLOYEE BENEFITS

July 30 and 31

The Grand Hyatt Hotel, New York City

Sunday, July 29
REGISTRATION 5:00 - 7:00 p.m.

Advance conference check-in. Meet speakers and attendees during a cocktail reception. Browse

the EBC Gallery; collect material available in the Literature Gallery.

Monday, July 30

REGISTRATION 8:00 a.m.

A continental breakfast will be served. Chat informally with speakers and attendees. The EBC

Gallery and Literature Gallery will be open.

GENERAL SESSIONS

Opening Remarks

Kathryn J. Mcintyre, Editor, BUSINESS INSURANCE

Washington vs. Employee Benefits
Jerry Geisel, Washington Editor, BUSINESS INSURANCE

Recent legislative and regulatory developments affect the type of employee benefits programs

you offer and how you fund them. Mr. Geisel will explain the reasons behind - and the latest

news about - the attacks on employee benefit plans waged by Congress and the Internal

Revenue Service. He will also alert you to what you can expect out of Washington in the future.

Strategic Planning
Richard M. Coffin, VP, TOWERS, PERRIN, FORSTER & CROSBY

Developing your plan, setting objectives, analyzing your audience, and being alert to emerging

trends, are the keys to every successful communication effort. Mr. Coffin will define 'strategic

planning' and explain why it's especially needed in benefits communication. He'll focus on the

principles and components needed as well as the specific steps to be followed in developing your

own strategic plan.

Budgeting

Julio Estaban, VP, Manager of Creative Services, BENEFACTS INC.

Effective budgeting requires organized thinking, logic and an intense business sense. Mr. Estaban's

unique approach provides insight in the common elements used in budgeting for benefits

communication. He positions these principles as the 'heart' of the proposed presentation.

Media Selection

Polly Carpenter, President, CARPENTER GRAPHIC DESIGN, INC.

Mary Anne Pakosta, Sales & Client Services, FRAME ONE, Inc.

Two experts offer innovative ideas for print and state-of-the-art audio-visual communication

approaches. In this two part session, they'lllook at when, where, why and how to select the right

medium for your communication needs.

Luncheon/EBC Awards Presentation

Alfred Malecki, Publisher. BUSINESS INSURANCE

Business Insurance honors the winners of the 12th annual EBC Competition. One of

the winning audio-visuals selected for excellence in communicating an employee

benefits program will be shown.

Media Selection

Part two.

CONCURRENT SESSIONS

Concurrents afford you the opportunity to zero in on specific communication programs. Sessions

will be repeated in the afternoon and again on Tuesday morning so that you may attend all three

sessions. These smaller workgroups are presented as 'Case Studies' dealing with:

Flexible Benefits

Robert E. Mathieu, Asst. VP - Benefits, MELLON NATIONAL CORPORATION

David M. Kieffer, Sr. VP, WILLIAM M. MERCER-MEIDINGER, INC.

In 1983, the judges of the EBC Competition called Mellon National Corporation's award winning
program "one of the most effective descriptions of flexible benefits ever seen." Mr. Mathieu and
Mr. Kieffer will walk you through the communication concepts used to provide a clear

understanding of flexible benefits so that employees can make well educated choices.

Communicating On Your Own

Russ Ringl, Personnel Director, PLAYBOY ENTERPRISES

Their objectives seemed simple ... to effectively communicate a high standard of benefits to serve

as a motivating factor to employees; to keep employees informed, updated and clear about the

company's benefits. Focusing on their booklet component, Mr. Ringl tells how his firm did it on its
own - providing benefits in a serious yet personal manner.

Flexible Spending Accounts & The IRS

Ed Dewees, Director, Department of Human Resources,

THOMAS JEFFERSON UNIVERSITY

FSA's - everyone came up with a different way to design and communicate their plan. If you are
confronted with a program in the works or on the drawing board, you won't want to miss Mr.

Dewees' program. He went ahead with a program and anticipated restrictive IRS regulations.

Tuesday, July 31

CONCURRENT SESSIONS

Repeated this morning

A Look At This Year's Winners

Herb Zeltner, HERBERT ZELTNER INC., Marketing & Communications Consultant

Mr. Zeltner, invited for a return engagement at the Conference, takes an in-depth look at what
makes a winning program. This two part session is lively, entertaining and informative. It has been

the highest rated by past attendees.

Luncheon

Exchange ideas with speakers and attendees. Spend some additional time in the Galleries.

A Look At This Year's Winners

Part two. This is your best opportunity to see what other professionals are doing.

Management Training

David M. Kieffer, Sr. VP, WILLIAM M. MERCER-MEIDINGER, INC.

You've planned, budgeted, and selected your media ... but your program can still fall flat without

properly trained managers, meeting leaders, counselors, human resource personnel and,

sometimes even employees to carry the communications program through. Mr. Kieffer will focus on

inter-personal communication and the important issues essential in such training.

Closing Remarks

Kathryn J. Mcintyre, Editor, BUSINESS INSURANCE

The Conference adjourns at 3:30 p.m.



In today's economic climate, corporations are particularly sensitive to the rising cost of benefits and are
concerned about more efficient and effective ways to communicate the value of benefits to employees.

The BI Employee Benefits Communication Conference is a valuable investment of your time and dollars
that makes sense for your company and for you as a benefits professional.

While exploring issues that are critical to your professional responsibilities, the BI Conference will focus on

the foundati6n of effective communication. A clearer understanding of the methods used by the experts in
your field will help you achieve better targeting of communication and more efficient utilization of your
company's benefits programs.

You'll leave this Conference with a new perspective that's bound to have a positive effect on your
company's bottom line!

Sessions and speakers have been selected to help you meet
the challenges of your profession. General sessions focus on
the planning and implementation of communication efforts.
Concurrent sessions afford you the opportunity to zero in on
specific communication programs. You can attend all three
of these work-groups, presented as 'Case Studies.'

REGISTRATION

The cost is $545. A 10% discount is offered to additional registrants from the

same company. The fee includes sessions, workbook and educational materials,

breakfast, coffee breaks, luncheons and cocktail reception.

Payment required with registration.

(Check or credit card accepted, see registration form.)

All cancellations must be received in writing. A full refund will be made on

cancellatiors received prior to July 1. A $100 service charge will apply to

cancellations received after July 1. No refund will be made on cancellations

received less than five business days prior to the Conference.

However, il your plans change at any time, you may substitute the name of

another person from your company without penalty.

All registrations will be confirmed in writing.

To register, simply complete the form and send it along with your payment to:

Business Insurance, Communication Services Department

220 East 42nd Street, New York, NY 10017

For additional information call:

Ann Vazquez at 212/210-0137

HOTEL ACCOMMODATIONS

We have set aside a block of rooms at a special rate at the Grand Hyatt Hotel in
New York. These rates are ava:lable to Conference registrants only: $95 single

room; $120 double room.

You must mention the Business Insurance Benefits Conference when making your

reservations. Hotel cards will be included with your Conference Registration

Confirmation. Or call The Grand Hyatt Hotel at (212)883-1234; or toll-free at

(800)228-9000. These rates will be honored only until July 15.

TRAVEL ACCOMMODATIONS

We are pleased to announce that Travel Headquarters Ltd. has been selected to
help you coordinate money-saving flights to New York f6r the Bl Conference.

Travel Headquarters will provide travel arrangements for registrants, from every
major city in the U.S. and Canada, at substantial discounts without sacrificing your
comfort or convenience. Space is limited and reservations will be accepted on a
first come-first serve basis.

For special airfares and reservations call:
In Illinois and Canada, (312)641-3088;

or toll-free from anywhere in the U.S., (800)621-1676.

You must mention the Business Insurance Benefits Conference when making your
reservations. Airfares and reservation cards will be included with your Conference
Registration Confirmation.

It's all there at the Bl Benefits Communication Conference.

"The Dollars & Sense of Communicating Employee Benefits,"
July 30 and 31 at The Grand Hyatt Hotel in New York City.

This Conference makes good sense for you and your company.

Register NOW and save on your hotel and airfare too.

Highlighting this year's conference is the 12th annual EBC
Competition Awards Presentation. Competition programs
will be available for review in the EBC Gallery. The Benefits

Literature Gallery makes it possible for you to collect some

of the latest information available from consultants,

insurance companies and service organizations.

r--=

REGISTRATION FORM

Please register me for the
1984 Business Insurance Conference

*'The Dollars & Sense of Communicating Employee Benefits"
July 30 and 31 at The Grand Hyatt Hotelin New York City

Name

Title

Organization

Address

fit"

Business Phone (area code) ( )

State Zip

Mail To:

Business Insurance Communication Services Department
220 East 42nd Street, New York, NY 10017

For additional information call:

Ann Vazquez at (212)210-0137

Additional Registrants From My Organization:

Nem,

Title

Credit Carri

Account #

Expiration Dp,to

Signature

I am enclosing my check #

for

in the amount nf

registrants.

'St,
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A&P to terminate pension plan, get excess funds
Continued from page 2 At the beginning of 1979, for instance, the announced when Wilham J Walsh, a re- the retirement benefits of participants in
ample, A&P lost $231 6 mil;ion A&P pension plan had 12,870 employee- tired A&P executive, filed a 2lass-action suit the plan

To help reduce those deficits, A&P turned participants As of Feb 29, the number of in US District Court to block the termina- The remainder of the excess funds-then
to its pension plan for help For instance, at employee-participants had shrunk to 7,355 tion estimated at $200 million and now calcu-
the beginning of 1981, the plan had $345 In addition, A&P conservatively figured lated by A&P to be $275 million because of
million in assets with whch to pay $178 during the 1970s that assets in its pension Mr. Walsh asked the court to declare favorable market rates-will revert to
million in vested benefirs, according to plan would increase between 6% and 65% null and void a provision added to the plan A&P
Schedule B of its Form 55)0 filed with the each year, a spokesman said that said A&P was entitled to surplus assets Despite the settlement, however, litiga-
federal government. However, plan assets actually increased if the plan was terminatec Mr Walsh tion challenging the plan termination con-

The large surplus in the A&P plan, like by more than 15% during the early 1980s as charged that the amendmert was a breach tinued until early this year, when the 3rd
similar surpluses in other corporate pension the value of plan assets, like common stocks, of A&P's duty as a plan fidiciary US CHCuit Court of Appeals upheld the
programs, is partly the result of the recent soared In April 1982, A&P and attorneys repre- settlement, thus giving A&P the go-ahead
recession, during which many workers A&P's attempt ro recapture the excess senting Mr Walsh settled the suit A&P to terminate the plan (BI, Jan 9)
were laid off before they were vested in pension plan assets was thwarted Just two agreed to amend its plan sc -hat $50 million A&P decided to terminate the plan even
pension benefits weeks after the planned termination was in excess funds would be 1-sed to sweeten though it has since returned to profitability

classified advertising
RATES AND CLOSING TIME:

Rates Displav classiftea ts $65 70 per column inch, inintmum of one inch Closing Published everv Monday Copy must be in written form by noon
Straight classified 18$6 09 per line, minimum ofS lines Count 34 characters Tuesdav, 6 days prec2ding publishing date Novei balphone copy accepted
pei line (include each space and punctuation as a ch,aracter) Additional Prepayment required Mail ads to Beverly Klurdal, Classified Advertising,
$12 00 charge for blind 5or ads Responses to blind bor ads must fit into 740 N Rush St., Ch:cago, IL 60611 For more information call 312-649-5340
business size envelope Responses are forwarded daily

SITUATION WANTED HELP WANTED

SURETY U/W or PRODUCER 12 ACCOUNT EXECUTIVE DO-IT-YOURSELF ALASKA OPPORTUNITY PRODUCT DIRECTOR
,ears experience with major writer This position calls for a persoi PHONES FOR BUSINESS National ins broker seeks P&C agert
and/or agency Agency mgt experi- whose primary duties will bethatser- for Anchorage Experience should ir Oursolid growth and dynamic plans for futureexpan-
ence Pursuing ARM designation vicing medium-to-large commercial

ITT multi-line systems are prewired clude servicing and production d sion have created an excellent opportunity We are a41111 relocate for the right opportun- accounts Must have large agency cr commercial accounts Excellent carr-
dy brokerage experience Starting sal_ and connectorized for easy self in- pensation package Send resume t, recognized leader tri business service programs and

Box 1273, Business Insurance ary in the area of $45/$50,000 Con- stal ation and substantial savings Bow 1255 Business Insurance specialty insurance seeking a marketing profession-740 Rush St. Chicago, IL 60611 tact INSURANCE RECRUITERS,
INC 6060 N Central Exp #470,

Complete info kit 1-800-328-5369 740 Rush Street. Chicago. IL 60611 al to develop and communicate corporate marketing
Dallas, Tx 75206 AC214/361-9323 strategies

HELP WANTED The person selected for this position will design and
test marketing techniques to continue our excellent

BOND SPECIALIST DIRECTOR OF growth He or she will develop new marketing net-
Leading Northwest agency seeks ex- MARKETING/ worksand product guidelines, as weil asenhanceour
Terienced surety bond specialist NATIONAL BROKER BANK INSURANCE SPECIALIST current products Weseek a person with strong com-Qualified candidates will have solid

F olicy coverage knowledge and may Exceptional opportunity to par- munication abilities, dynamic presentation skills,Progressive national insurance brokerage ts looking
come from an underwriting or mar- ticipate as deputy team leader in creativity, and organization The right candidateketing/producertypeenvironmentat leading Sunbelt city with high for aggressive individual with commercial account
tne agency/brokerage level Starting quality of life should have 3-5 yearsof experiencein productdirec-sales background Our organization specializes insalary, DOE, will fallinto the $35 000 hon and placement
b $50,000 range Contact immed,a_ Medical Malpractice and Stop the sale of insurance products and services to finan-
tely INSURANCE RECRUITERS, Loss Reinsurance company and The value of this position is recognized for its impor-
INC 6060 N Central Exp #470. broker experience preferable cial institutions Limited travel involved Salary plus

tance to corporate growth and offers an attractiveDallas Tx 75206 AC214/361-9323 bonus, auto and excellent fringe benef,ts packageSubmit resume, including ac- compensation, benefits, and relocation package If
complishmentsand earnings his- Please provide resume including references to you're a motivated professional and enjoy the role of
tory to

L Financial Insurance Service, Inc. product champion, apply In confidence to
Box 1261 Business Insurance

740 Rush St. Chicago. 111 60611 2603 West 22nd. Street. Suite#22 RLI CORP.
Business Insurance Oak Brook, Illinois 60521 ATTN: HUMAN RESOURCES

9025 N. LINDBERGH DRIVECirculation
PEORIA, IL 61615Breakdown

Equal Opportunity Employer M/F
Commercial Consumers B1
Administrative Management·

owners, presidents

vps etc 5,638
Classifieds DIRECTOR OF SALES RISK

Financial Management. assure GROUP HEALTH INSURANCE
chief financial officers,

Humane Inc isa rapidlygrowing multi-hospital company
MANAGEMENT

vps of finance, secretaries,

treasurers, etc 10,202 top quality with 89 hospitals nationwide The continued success of
our Group Health Division has created an exceptional We are an established leader In the field of real

opportunity for an experienced professional to direct our estate Investment experiencing a phemonemal
Insurance Management results! field sales operation for Group Health Programs growth rate, and are currently seeking a Risk

vps directors, managers of
Thequalified Individual weselectwill directthe marketing Administrator to manage our insurance divi-insurance risk, benefits,
effort for "Humana Care Plus," an innovative solution to sion We require an individual with min 3 yrscompensation safety
rising health care costs This position implements salessecurity, etc 6,604 exp in underwriting and technical administra-
programs and systems to enroll employers in Group Health

tion and proven capabilities in negotiation andplans, selects and assists a sales staff, and develops
Associations 1,133

MARINE tracking systems to monitor sales activity and target departmental administration
accounts The Director of Sales will interactwith marketing

Government, Unions, CLAIMS managers, marketing researchers, and hospital admints- A background in property/casualty insurance
Educational institutions 799 SUPERVISOR trators to maintain data on competition and potential and exposure to general ledger is mandatory,

markets This responsibility involves approximately 40%
Zapata Corporation, an experience with financial insurance productstravel

Commercial Consumers intern,Ition.11 energy ril,%1,91 would be preferred
c c ini p,iny h,1. , 1 4 11) n 114 in it. Ri.k Qualified candidates will have a Bachelor's degree In

Sub-total 24,376 M,in,igi inent clqi,innii nt kir ,1 Marketing or Business Administration and 5-8 years in Responsibilities will include Investigating in-
Marine Claims Supervisor HMO, PRO, and health insurance sales management A suranceand financial products, analysis of van-Insurance Agents Thi, 1, NI kh.ted tor 111. IM.,tion thorough understanding of field sales operations is re-

& Brokers 9,655 will Ix' clt'Aritd nith ; 9 ye.tr' quired, along with outstanding communication skills ous practices, interaction with engineering and
Insurance Cos 5,461 i V}t ric mi i, i Al,irilitilt, Pc r.)11 11 portfolio management depts, and various spe-

111!lin Adill•tl r (Inc |ll(lin ULAH Headquartered in Louisville, a city of cultural sophistica-
Financial institutions 441 cific projects Thispositionrequiresdetailed at-

f \1)1 rit 11(u 43 P.B 1(|)liting ten and steady economic growth, Humana offers an
tention to ensure both long and short term goalsActuanes Attorneys 11&Al d.im. ind .,)1711 9,/ril.ory outstanding salary plus incentive compensation plan,

Adjusters Appramers l.purlim;,1 l)6% for comprehensive benefits program, and excellent oppor- be reached
& Consultants 2,977 w-hum #Abd pmr tun,t,es for career growth For consideration, submit a

i unl,(lint: 3 r..unic ,Ili.ng with resume with salary history,in confidence, to Mr. Robert Interested candidates please submit resumeOthers allied to the field 1,083 4,)15'ry hi.t, 'ry 1,3 A. Horrar, Humana Inc, PO Box 1438, Louisville, and salary requirement to
Manager Employment KY 40201. Equa/ Opportun,ty Employer Ad/F

TOTAL 43,993 Zapata Corporation CONSOLIDATED CAPITAL
P O Box 4240
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November 7 1983 issue as submit-

The Hospital Companyted to BPA for December 1983, BPA co@ h Attn' Margaret Johnson
Publisher s Statement
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Baldwin plan
Continued from page 2
itan's senior vp and chief actuary.

A plan previously approved by
courts and insurance regulators in
Indiana and Arkansas, where the
Baldwin life insurance units that

wrote the annuities are in rehabili-

tation, is to be mailed to annuity
holders on June 1, but that plan
could still be replaced by the Met-
ropolitan proposal.

The Metropolitan proposal would
guarantee holders of Baldwin an-
nuities a 7.5% return, while the ear-

lier plan would "assure, but not
guarantee" a 5.5% return, according
to Mr. Poortvliet.

Although the specific details of
the plan will probably take months
to work out, Mr. Poortvliet says, its
outline should be completed by
June 1 to forestall mailing the pre-
vious plan.

Metropolitan is leading the
plan at the request of the National
Assn. of Insurance Commissioners.

Under the Metropolitan proposal,
a fund initially estimated at about
$250 million would be created to

supplement the $4 billion in assets
still held by the Baldwin life insur-
ers.

Stockbrokers would provide 80%
of the fund, while participating life
insurers would pay the remaining
20%. This division is based on the

fact that 80% of the Baldwin annui-

ties were sold by stockbrokers.
Metropolitan could possibly issue

new annuities to replace the Bald-
win policies, and these annuities

would be guaranteed by Metropoli-

DC-10 crash

settlement

negotiated
CHICAGO-American Airlines

Inc. and McDonnell-Douglas Corp.
have a reed to pay an undisclosed
amount to the relatives of four per-
sons killed in the May 1979 crash of
an American Airlines DC-10 jet-
liner near Chicago.

The settlement, which provided
that the amount and terms not be

made public, came three days short
of the fifth anniversary of the
crash.

Some 273 people, including two
people on the ground, were killed
in the crash, which was the worst
aviation disaster in American his-

tory.

The settlement will be paid to the
heirs and next-of-kin of Stephen
and Carolyn Sutton, who were
killed in the crash along with their
two children.

Plaintiffs' attorney Robert
Glenn said the case involved claims

that the family suffered "pre-im-
pact flight terror, mental anguish
and emotional distress resulting in
physical manifestation prior to the
moment of death."

It would have been the first case

tried in Illinois on that theory, Mr.
Glenn said.

The settlement was reached in

U.S. District Court one day after
trial had begun and prior to jury
selection.

The trial was to only consider the
amount of damages, American and
McDonnell-Douglas having admit-
ted liability.

The defendants reportedly had
asked the trial to be delayed be-
cause of the proximity of the anni-
versary date of the crash to the
start of the trial.

At the time of the accident,

MoDonnell-Douglas had $450 mil-
lion in product liability insurance,
about 80% of which was placed in
the London market. Under an

agreement among American,
McDonnell-Douglas and their in-
surers, American is paying 75% of
the passenger claims and the air-
craft manufacturer is paying 25%..

1

tan and the participating insurers
and brokers, according to Mr.
Poortvliet.

For the plan to work. 75% of
Baldwin-United's annu.ty holders

would have to agree n)[ to sue
Baldwin and the participating life
insurers and stockbrokers

The plan's basic concept has re-
ceived a favorable recep:ion from
E.F. Hutton & Co. Inc. and Pruden-

tial-Bache Securities Inc., two firms

that sold large amounts of' Baldwin
annuities, as well as the :rd jana In-
surance Commissioner Don H:

Miller.

Linda N. Garner, the Arkansas
insurance commissioner tould not

be reached for comment:

To meet final approval, however,
the plan's details must also be ap-
proved by Baldwin-Un.ted credi-
tors and enough life insurers and
and stockbrokers to make -z work-

able.

"I don't think you can overesti-
mate the difficulties involvEd." Mr.

Poortvliet says.

-U-

While "all kinds of proposals"
have been suggested, "if a good,
reputable company" took over the
contracts, E.F. Hutton would sup-
par't it, says Thomas Rae, Hutton's
general counsel.

More than 30 members of the

American Council of Life Insurers

haK e said they are willing to con-
sider participating in the plan, at-
cording to Met Life. None of them,
including Met Life, sold any Bald-
w:ri-United annuities, although
some of their agents may have.

Mr. Poortvliet notes there are
some serious obstacles to formation

of a viable plan. Despite a prime in-
terest rate of about 12.5%,the $4

bill.on asset base may not be suffi-
cient to pay a 7.5% interest rate on
thesecurities, he says.

In addition, Mr. Seifer of First

Boston adds, "My concern is that a
lot of marginal types will say, 'We
can design a program where we
can grab the money and run away
and leave the industry with the bill

two years later.' That's a negative
consideration."

A spokeswoman for Baldwin-
United says the company is pleased
that the life insurance industry Will
be a "key participant in efforts to
negotiate a global settlement that
will treat all policyholders fairly
and equitably."

In a related matter, MGIC In-

vestment Corp. management ast
week proposed to form a new com-
pany that would purchase MGIC.

The proposal was presented be-
fore a Special Masters commission
appointed by courts in Arkansas
and Indiana that is charged with
selling MGIC.

MGIC officials, including Chair-
man Max H. Karl, were given 60
days to come up with a more de-
tailed proposal, says Mr. Miller, the
Indiana insurance commissioner

and a member of the masters'

panel.
No price was mentioned. he says,

explaining "They hadn't got that
far with it"

An MGIC spokesman refused to
comment on the meeting.

Baldwin purchased MGIC for
$1.2 billion in 1982 from a company
headed by Mr. Karl, who later be-
came Baldwin's chairman.

The commission also told its fi-
nancial adviser, investment banker
Goldman Sachs & Co., to continue

to pursue discussions with others
concerning the sale of MGIC In-
vestment as ell as American Mu-

nicipal Bond Assurance Corp., its
wholly owned municipal bond
guarantee subsidiary.

He referred a questions regard-
ing other bids to buy MGIC to
Goldman Sachs. A spokesman for
the firm would not comment on the

matter.

A spokeswoman for the Ford
Motor Credit Co. would not discuss

a report rhal rhe firm had made a
$900 mill,on bid for MGIC.

"It's a rumor, and it's a company
policy not to comment on a rumor,"
she said. "In other words, we re

neither confirming nor denying." .

RISK/LOSS REPORT
A 3-Year Analysis of 1,169 Losses, totaling $172 million, reveals some basic
management flaws in loss control programs throughout various industries. These
losses were shown to be directly contributed to or caused by human failure in seven
different areas or activities within commercial, industrial and institutional proper-
ties. Leading the list of lapses was lack of Employee Training, which resulted in
46.736 of loss dollars paid. Basically, employees were not fully trained in the proper
operation of equipment or machinery, nor were they familiar enough with pro-
cesses and procedures, either under normal or emergency conditions. Many people
simply did the wrong thing at the wrong time. For details on this and the other six
areas, which include pre-emergency planning, impaired fire protection, smoking
guidelines, maintenance, housekeeping, and hot work, contact P. A. Sasso, Indusorial
Risk Insurers, 85 Woodland Street, Hartford, Connecticut 06102, area code ( 203)
525-2601. Ask for OVERVIEW, IRI's free 6-page introduction to a total management
progran of loss prevention and control.

The Proper Handling of Impaired Fire Protection Systems is one area that
management is tringing under control. In the fall of 1978, IRI introduced RSVP
(Restore Shut Valves Promptly), a program to help our insureds handle impair-
ments, whether planned, emergency or hidden. Response has been good, and the
results even better. Since the program started, the estimated average amount of
loss resulting frcm impaired protection systems decreased each year from $68,200
in 1979 to $ 16,625 in 1982-a brilliant management performance by our insureds.
Believe them-RSVP works.

Major Fire Loss Experience around the World involves large warehouses
which. unfortunately, are becoming an "under-protected" property. All too often.
after she building/protection has been designed and installed, the occupancy shifts
to mcre combustible commodities. That's why the IRI engineering staff constantly
reviews the suitability of protection as the stored commodities change. As a result
of these reviews, IRI insureds receive updated advice on the condition of existing
proteDtion. For current information of a general nature on "How Commodity Classi-
fication affects Warehouse Protection", ask for a free copy of The Sentinel, Fourth
Quarter 1983. At the same time,you might request our special, 8-page Sentinel
reprint on "WaI'ehouses: the bigger they are .. ." Also, no charge. Both can be
ordered from P. A. Sasso.

The Sentinel, IRI's Quarterly Magazine of Loss Prevention, reports
on a variety of industries. We have a modest inventory of back issues, which
includes articles on chemical plants, the protection of computer rooms,

semiconductor manufacturing, the aircraft industry,

plastics in construction, and more. Copies are

available on a first come, first serve basis. Again, contact Findustrial
P. A- Sasso for an index of specific subjects and publica-
tion dates.

jskAnd now for a few personal items: Ron Opfer is our new
manager of the Pacific Region. You can contact him in
San Francisco at 50 California Street 94111 (415) nsurers
434-3356. Also, Ron Plaster, special representative, has
opened our new office in Denver, Colorado at 5680 South 55,000 properties insured worldwide

Syracuse Circle 80111 (303) 796-9031. They look for-
ward to hearing from you.
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Airline coverage "The present deductibles, because and desire to increase the level of light aviation " But, airlines may have a difficult
of inflation, became less effective deductibles The increased deductibles will time reducing the percentage of

Continued frompage l for the small attritional losses and "I believe that the whole market not help hold down rates, Pacific business placed in the London mar-
There is no effort to negotiate any- it has become expensive for un- will support this move," he said Southwest Airlines found out re- ket, Mr Kelly of IATA pointed
more" derwriters and for clients who pay Because of antitrust laws, U S cently Out

The last straw for the airlines higher premiums because of the aviation underwriters will not say PSA reluctantly accepted the 4,U S airlines will have to give a
came last month when leading losses " if they will follow the new deduct- new deductibles from ltS leading minimum order to London un-
London aviation underwriters- And, by increasing deductibles, 1bles led by London, but they do London underwriter, Aviation & derwriters of at least 20% of their
rk ho dominate the world aviation aviation underwriters will now approve of the London move (In General Insurance Co Ltd , reports risk," he said
market-met informally and offer Just catastrophe coverage, 1980, they did follow the London Paul Rasmussen, PSA vp and trea- That means that if U S airlines

agreed unilaterally that as of July which iS what airlines want, Mr lead and raise deductibles) surer do not like London's terms, they
1 deductibles for all partial hull Coleman said "It is something that everyone "The market appears to be uni- may have to pull out of London al-
losses will be higher Eddie Simms, leading Lloyd's would like to see happen," said fied in its position and we believed together rather than reduce their

According to Barry Coleman, a aviation underwriter for the Ariel John Leigh, vp of the Ak iation Of- that there was not an alternative," order, and that gap in capacity may
leading Lloyd's of London aviation Syndicate, also defends the need to fice of America Inc in Dallas, "but he said be hard to fill

underwriter, deductibles for all increase deductibles now whether or not it does happen, we PSA's hull rate increased 318% While Mr Simms points out that
partial losses on hulls will be "We amended the deductibles will have to wait and see But no and its liability rate was up 308% required minimum orders are not

• $1 million for wide-bodied air- about 31/5 years ago and put brokers renewals have been presented to us Its total premium is expected to in- new in the London market, the fact
craft on notice that deductibles would be yet for July 1 SO lt lS too early to crease 55% to $538 million, a Lon- that the London underwriters ap-

• $500,000 for narrow-bodied reviewed, but we have not during tell " don underwriter on the program parently are not willing to negotiate
a.rcraft this period," he said "I would suspect for the most told Bus:ness Insurance on this point or any others is making

• $750,000 for hybrid aircraft, "What prompted us to review part that U S aviation un- Mr Rasmussen would not com- the requirement another thorn in
u hich fall between wide bodies them now are the troubles we have derwriters will follow what Lon- ment on the accuracy of these fig- the sides of buyers, the IATA says
and narrow bodies, such as the had with the losses in the past three don underwriters are doing on the ures, but he did confirm that rates Mr Simms said the average
Boeing 737 years plus the anomalies of the de- airlines," said Wayne Gregory, vp had increased American airline now places 25% to

However, there still will be no ductibles different policies had and underwriting manager of Although PSA's insurance 30% of its coverage in the London
deductibles for total losses different wordings, and we felt that American Aviation Underwriters usually is placed 100% in London, market and any smaller share

These new imposed retentions we had to revise this, plus cater to in Houston the airline has until July 1 to shop would not be feasible since 40 or 50
replace a complicated scale of par- the hybrid (planes that are neither "We used to, but our reinsurance around zo find other markets that London underwriters often take a
tal loss deductibles that were im- wide-bodied nor narrow-bodied) treaty does not allow us to under- are less expensive and will take the piece of the risk following the lead
posed by underwriters in 1980 "Also, there was a general need write airlines anymore, Just general risk, Mr Rasmussen pointed out underwriter

This scale included ground de-
ductibles of $20,000 for wide-bodied

aircraft, taxiing deductibles of up to
$500,000 for Jumbo jets and inges- Pension bill amendments propose new liabilities
tion deductibles of $600,000, or 1%
of the value of the aircraft, for wide Continued from page 1 eliminating benefit improvements is exceptional They say that many the earliest age at which a survi-
bodies 10 years of service but without made to pension plans would pre- survivors whose spouses died in vors' benefit can be offered

The new deductibles serve sev- reaching the early retirement age, vent employers from canceling their early 30s would have received Instead, she says once a worker is
eral purposes for underwriters, Mr the former employee would have to temporary early retirement incen- only small benefits vested, neither the worker nor a
Coleman pointed out They help to be notified that he has the right to tives from their plans "You are talking about, in many spouse should be deprived of that
improve the disastrous losses avia- select a survivor's benefit option Some companies, particularly cases, $15 to $25 a month in bene- benefit
t.on underwriters have suffered In addition, the amendment says during the recession of the early fits," said Dallas Salisbury, prest- In addition to the new amend-

over the past three years and they the new rules on survivors' benefits 19805, added temporary early re- dent of the Washington-based Em- ments, both House and Senate bills
s.mplify the system will be communicated to the public tirement sweeteners If a company ployee Benefit Research Institute would lower the minimum pension

Last year, aviation underwriters by the Labor Department can't eliminate such incentives, as "There are horror stories about em- plan participation age to 21 from 25,
paid more than $700 million in hull The original House bill also pro- the bill suggests, employees in fu- ployees who die a week before they while credit toward vesting would
and liability losses, while the avia- posed ture years would be entitled to the reach a plan's early retirement begin at age 18, compared with the
t on reinsurance market has also • Lowering the minimum age same special early retirement bon- age," said Fredrick Rumack, direc- current age 22
t ghtened for vesting purposes to 18 from 22 uses tor of tax and legal services for These lower participation and

"We have tried to simplify the • Lowering the minimum par- And, if that happens, employers Buck Consultants Inc in New vesting ages, though, would not sig-
system," Mr Coleman explained ticipation age in pension plans to 21 would be very reluctant to offer York "That is why companies pro- nificantly increase the number of

from 25 such sweeteners in the first place vide group life insurance pro- women collecting pensions, experts
• Giving courts the authority to The APPWP warns that an em- grams" say That's because few young

6 distribute, if they so chose, a por- ployer stuck with provisions in its A tax-free life insurance benefit women stay at one job long enough
tion of the participant's pension to pension plan that it cannot change that may equal twice an employee's to vest
the spouse as part of a divorce set- may have no choice but to termi- salary is worth a lot more than a On the other hand, employers
tlement nate the plan small survivor's benefit that lS now would have to pay termination

A bill, S 2769, passed last year by "If the plan sponsor terminates taxed as ordinary income, consul- insurance premiums to the Pension
the Senate, also lowers pension its plan, a participant wno has not tants say Benefit Guaranty Corp for em-
plan vesting and participation ages satisfied all the conditions for entit- But Rep Geraldine Ferraro, D- ployees who most likely would
(BI, Nov 7, 1983) lement to the subsidy at the time of NY,a key backer of the House never vest, said Theresa Stuchiner,

The provisions of the original terminaton will not be eligible for legislation, said she will not accept a partner with Kwasha Lipton in
House bill aren't of great concern to the subsidy," the APPWP special the Senate bill that sets age 45 as Fort Lee, N J
benefits consultants, but the last- alert said

minute changes made by the Ways "Thus, an employer could cut off
and Means Committee are

3
Since there was no public debate thereby creating an obvious incen-

on these amendments and the lan- tive to abandon a plan "

its liability by terminating a plan,

WITHOUT US guage in the committee report is Both the House and Senate bills
' insurance services guide

ambiguous, experts aren't sure Just provide for better survivors' bene-

YOUR PRESENT how far the amendments go fits, but the amendment to the

Employers late last week were House bill proposes a radical consultant

HEALTH PLAN lobbying to convince Senate lead- change
ATWOOD & CO. EMPLOYEE LEGAL SERVICES

Consulting Actuariesers that a conference committee Under the Senate bill, survivors' experienced in employee benefit

MAY BE
approaches since 1971 and flexible benefit

should be formed to iron out differ- benefits would have to be offered Reinsurance and Reserve Analysis
systems since 1976

ences between the House and Sen- after a participant reacnes age 45 for Captives, Sell Insurers & Insurers NO RISK plans with lawyer fees established

A FORM OF
13113 Polvera Ave prospectivelyate bills Lobbyists feared that the and has 10 years of service By con-

Rancho Bernardo, CA 92128 please contact Dennis Farnsworth at Group
Senate might simply accept the trast, the House bill stipulates that (619) 451-6049 Fifty Corporation

CAPITAL House bill survivors' benefits must be offered (303) 442-7227 or (517) 351-2122

One of the amendments suggests as soon as a participant vests STIFENEB„ Engineering & Consulting Services for Risk

PUNISHMENT! that employers cannot eliminate Pension activists, such as Karen Puzzled about the complexities of employee Improvement Programs

optional forms of distributing pre- Ferguson, director of the Washing- benefitsi "HOTOPICS" has the answers you Code Analysis Loss Investigations

need Our newsietter presents a professional Sprinkler and Special Hazard Systems

 To find out more details, call Financial viously accrued benefits, including ton-based Pension Rights Center, perspective is to the point timely and infer- Fire Alarm and Security Systems

Insurance Service Consultants, Int lump-sum distribution options, are particularly enthusiastic about mative Don t let the latest hot topic in em- NY 914/666 2981 VA 703/938 91 32 FL 305/374 4009
SF 415/924 6474 1-A 213/597-0303 IL 312/530 1494

today or fill out and mall In the attached I explains a "Special Alert" pub- automatlc survivors' benefits after Ployee benefits pass you by Send for your
1ree copy

GAGE-BABCOCK

form We can free you of your capital  lished by the Assn of Private Pen- a participant vests & ASSOCIATES
PERSONNEL RESEARCH ASSOC

punishment by helping you contro sion & Welfare Plans, a Washing- Ms Ferguson says women can be , 49 Oakndge Ad Verona N J 07044 Corporate Office 135 Addison
Elmhurst, IL 60126

health care costs ton-based lobbying group left with nothing if their vested
Call Joe Ambrose For example, instead of receiving husbands die before reaching a GYORY ASSOCIATES, INC.

1312} 850-9500 a pension benefit of $200 a month, pension plan's early retirement
PROFESSIONAL RISK MANAGERS

many employers now give employ- age
rl Amefican Owner/Operator

/M< Underwriters k·Risk FinancingFlaancial la:u,ance Service ees the option of taking several For example, Pat Tice, a Mary- Insurance-Risk Consulting
Consultants, lac

Member 01 Society of Professional

thousand dollars in a lump sum land homemaker whose husband
Latent Disease Product Liability Management

2603 W 22nd St, Some employers, though, have died after 22 years of service with
Oak Brook IL 60521 172 Franklin Avenue, Ridgewood FOR MORE INFORMATION CALLbegun to eliminate lump-sum dis- IBM Corp, testified before a House N J 07450 (201) 445-8350
Benefit Admmistrators tribution optionss because lt lS diffi- committee that she was not eligible HERBERT R BAKER

cult to calculate the cash value of a for a survivor's benefit because her
$8/ c*m,W/ m/• 18 fl•amelal Immi CASUALTY ACTUARIES, INC.

benefit that would have been paid husband died before reaching 55-10*Ce C=,h#:. lac RobertF Lowe FCAS,MAAA,FCA
2603 * 22/St . Ste 22. Oak Breek. IL 60521 out over many years because of IBM's early retirement age • Loss Reserve and Rate Evaluations for 404-892-0791Ana Jes Ambme volatile interest rates "It is difficult to be middle-aged" Insurance Companies and Self-In-

sured.

SANK NAIE
But, if the pension bill passes, and lose the right to a survivors

• Statutory letters 01 opinion on loss and
employers with lump-sum distribu- benefit, Ms Tice said Had IBM loss expense reserves 1655 Peachtree St., Suite 520

IAmE tion options would be stuck with been required to offer survivor's One Insurance Center Plaza, Suite 102

thenn St Louis MO 63141 Atlanta, GA 30309
benefits to spouses of all vested par- (314) 878-5002

ABDIEU "It is the right to change that is at ticipants, Ms Tice said, she would
issue," said TPF&C's Mr Alden have been entitled to an annual

CITY For advertising information in the INSURANCE SERVICES GUIDEIn addition, some experts worry benefit of between $12,000 and
Contact Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611

$TATE ZiP that the amendment m the bill that $15,000

r- apparently bars employers from But others say Ms Tice's example Telephone (312) 649-5340
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/ Bl\Insurance Index Catastrophes not to blame
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for bad first-quarter results
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255 By MYRON M. PICOULT • Net premiums written, on average, ex- companies began to recognize some reserve
260

Special to Business Insurance
panded 5 5% Only three insurers-Continen- deficiencies during the quarter Reserves

%. tal Corp , Home Insurance Group and rose 95% above the comparable March 31,
250 rT'HERE ARE NOT many words that can Kemper Group-recorded declines in wnt- 1983 levels In many instances, reserve incre-
245

]
1 describe the property/casualty insurance ten premiums Increases ranged from 2% to ments from year-end 1983 levels exceeded

240 industry's first-quarter underwriting and op- 19 5%, with GEICO Corp, CNA Insurance 100%
235 i'· erating results "Plain lousy" seems to be Cos and Crum & Forster posting the only • Cash flow, defined as written premiums
239 4_ quite appropriate double-digit increments less expenses and paid claims, continued to
225 With very few excep-44'440*44*4041•5:6*,f :3

Earned premium trends were relatively deteriorate With data available for 15 com-
tions, results were well comparable, and an average increase of 7% panies, nine showed negative cash flow while

1 / below what had been ex- was posted There was scant evidence that two barely showed positive cash flow
pected, both by company the industry cheering squads, designed to get • Property/casualty operating earnings

The Bus,ness insurance stock index plum- managements and exter- commercial prices moving up, ever made it plunged almost 33%, while consolidated earn-
meted even further during the recent trading nal industry observers out of the executive suites ings slipped a little more than 21%

per,od end,ng May 22. The index of Insurance The quarter's results • Pretax net investment income expanded It should be quite clear by now to all con-

industry stocks dropped 8.3 points to 244.8 seem to have highlighted 10 4% However, this figure is distorted by a cerned that 1984 will not be a good year for
from 253.1 reported on May 15, hitting a new all of the industry's 37 1% gain at USF&G Corp Adjusting for the industry The few optimists who are left
low for the year. Forty-four issues closed down, shortcomings this, the average increase fell to 87% None- should be aware of the fact that second-quar-
11 were unchanged and only five reported In some circles, the theless, a wide variance of increments was ter catastrophe losses through May 9 have al-
ga,ns. The largest losses were reported by abysmal underwriting Mr. Picoult evident, with increases ranging from 07% to ready exceeded the 1984 first-quarter figure
Bitco Corp. 15.4%; Integrated Resources Inc., and profit performances 37 1% Only CIGNA Corp recorded a decline and the 1983 second-quarter level
15.2%; CNA F,nanc,al Corp., 10.9%; Combined were ascribed to catas- in this area The obvious question is, What about 19859

International Corp., 10.4%; and Old Republic In- trophe losses, which were noted as being un- In all instances, there is a race on to gen- There are still many who believe that a

ternational Corp., 10.3%. The only five issues usually large The average first-quarter ca- erate more taxable income as an offset for the strong recovery will take place in 1985 and
that gained during the period were: Emett & tastrophe loss for the 10 years from 1974 underwriting losses as the deferred tax figure beyond It remains to be seen just how ag-
Chandler Cos. Inc., 5.7%; Zenith National Insur- through 1983 was $145 6 million disappears gressive the price-cheering squads will be as

ance Corp., 4.1%; Northwestern National Life Although this year's first-quarter wind, • The combined ratio after policyholders' they slowly exit from the executive suites To
Insurance Co., 2.6%; Orion Capital Corp., 1.2%; hail and tornado losses of $325 5 million were dividends jumped to 118 9% from 1075% in be sure. commercial pricing has bottomed,
and Equitax Inc. 0.5%.The 8/ Index posted a well above the 10-year average, we do not the corresponding period of 1983 The bulk of but the level of increases may prove to be
3.3% drop for the trading period, while the New believe this was the primary cause of the the deterioration. as expected. was in the loss painfully slow
York Stock Exchange composite reported a poor underwriting results ratio, which increased to 87 1% from 76% It took six years to create this mess, and lt

2.7% loss for the same week. The B/Index has It is to be remembered that winter comes The expense ratio edged up to 31 8% from is not going to disappear overnight
lost 16.1 points since May 8. every year Sometimes the wind blows, and 31 5%, reflecting intensified expense-control

sometimes it does not This is all part and measures
parcel of the risk-taking process The first- Only one company, GEICO, posted a com-

Aneco Re

British Issues quarter combined ratios reflect Inadequate bined ratio of less than 100% The results for Bermuda-based Aneco Reinsurance Co

1 Week pricing decisions made in 1983 and earlier everyone else ranged from a low of 104 3% Ltd may restate its 1983 earnings, depending
22 May Price P/E Div. Yield High-Low years together with erosion of underwriting (SAFECO Corp )toahigh of 1372% upon the outcome of an actuarial study of the
Companies pence pence % pence pence standards (CIGNA) adequacy of loss reserves established by the
Comml Union 209 104 1686 8 1 217- 209

Genl Accident 450 9 0 30 00 6 7 472- 435
Our data base includes 17 of the major Interestingly enough, if one were to con- company's underwriting subsidiary, Aneco

Phoenix 446 12 7 31 43 7 0 456- 446
stock underwriters and accounts for about sider only those underwriters owned by a di- Reinsurance Underwriting Ltd, the com-

Royal 553 92 4286 7 7 566- 553 42% of the stock industr)'s premium volume versified entity (e g, Fireman's Fund Insur- pany says
Sun Alliance 1475 108 91 43 62 1500--1475 Hence, it is and has been a fairly good indica- ance Cos, CNA, The Home and Crum & For- Actuarial consultants Tillinghast, Nelson &

tor of trends ster), the combined ratios on average were Warren were engaged to review Aneco's loss
Brokers For the three months ended March 31, below our overall group average For these reserves after longstanding Aneco auditor
CE Heath 435 79 2857 66 435-393 1984, our screen showed the following four companies, the combined ratio was Peat, Marwick, Mitchell & Co expressed
Hogg Robinson 192 128 1043 54 196-192 116 5%, up from 105 4% last year What hap- concerns about the adequacy of the com-
JH Minet 162 108 900 56 166-162 Myron M Picoult ts senior up and senior m- pened to the tax-loss shelter game feared so pany's reserves
Sedg Grp 240 139 1286 54 253-240

Stew Wnghtson 367 10 9 24 00 65 370-367
surance analyst with Oppenhetmer & Co in by the independent insurersg Perhaps there Peat, Marwick in Bermuda had approved

Willis Faber 837 149 3500 42 837-820
New York He :s the past president of the is a message in this for the independents Aneco's 1983 annual statement, said Aneco

Assn of Insurance & Financial Analysts and
Source Philip Olsen/Alan Clifton, Insurance Industry

• There is increasing evidence that the re- Underwriting President Jonathan Crawley

Specialists Kitcat & Ailken Stockbrokers,
a member of the New York Society of Secu- serve noose is beginning to choke some un- But, subsequent to the approval, Peat, Mar-

London rity Analysts His column appears the fourth derwriters While the movement is not uni- wick in New York informed Aneco that
Monday of every month form, there was clear evidence that a few there had been a breakdown in communica-

tion between the New York and Bermuda of-
fices and that the New York office wanted to
reaudit Aneco

Bl industry Stock Report A second team of auditors, reviewing the
same data, said their review "indicates that

MAY 22,1984 5/16/84 THRU 5/22/84 MAY 22, 1984 5/16/84 THRU 5/22/84
an acceleration of adverse claims experience
may require an increase in the company's re-

Insurance Cos Pree % Chg P/E $ 0,v % Yld H,gh Low Vol (000) Price % Chg P/E $ 0,v % Yld High Low Vol (000) serves for losses incurred but not reported,"
-- -I-----

--- - according to a prepared statement issued by

Aetna Life & Cas Co NYSE 32 13 -3 4 15 7 2 64 8 2 33.00 32.13* 1,517 1 United Fire & Cas Co OTC 2875 00 16.4 1.60 5.6 28.75 28.75 02 Aneco

American Banbers Ins Group OTC 11.38 -5 2 8.1 0.50 4 4 12 00 11 38* 147 3 United States Fid & Gty Co NYSE 48.00 -6 6 7.3 4.16 8 7 51.50 47 88* 230.2 As a result of the differing findings, Aneco
American General Corp NYSE 20.75 -2 9 70 090 43 21.38 20 75 572 8 United Svcs Life Ins Co OTC 2663 -45 78 100 38 27.88 26.63 54.9

American Indty Finl Corp OTC 16 25 -8 5 116 1 1.12 6 9 17.75 16 25* 14 4 Uslife Corp NYSE 24.75 -3 4 66 096 39 25.63 24.75 171 1 and Peat, Marwick agreed to submit the loss

American Intl Group Inc OTC 5800 -41 102 044 08 60 00 58.00 763 4
Washington Natl Corp NYSE 1875 -07 109 1 08 5 8 1938 18 75 66.0 reserves to a third expert for analysis

American Natt Ins Co OTC 25.25 -7 3 74 0 96 38 26.25 25.25 271 7 Zenith Natl Ins Corp OTC 1275 41 85 060 47 12.75 12 25 80 Whether Aneco will increase its IBNR re-

Aneco Reins Ltd orc 225 -53 66 000 00 2.25 2.13* 103 4
===Ii ====.

Avemco Corp AMEX 18 00 -2 0 11 5 0 58 3 2 18 38 18.00 32 INSURANCE COMPANIES AVERAGE 11 1 42 serves, thereby decreasing its reported 1983

Banks Iowa Inc OTC 5150 00 204 156 30 51 50 51.50 66 Agents/Brokers
earnings, will depend upon the findings by

Bitco Corp OTC 11 00 -15 4 00 133 12 1 12.00 11 00* 19 0 Tillinghast The Tillinghast report is ex-

Carolina Cas Ins Co OTC 350 00 00 000 00 4.00 3 50 0.4 pected in a few weeks, Mr Crawley said
Chubb Corp OTC 65.38 -3 3 11 9 3 12 4 8 69 50 65.38 231 1 Alexander & Alexander Svcs NYSE 19.88 -06 00 100 50 19.88 19 00* 1791

Combined Intl Corp NYSE 30.00 -10.4 7.7 2 08 6.9 33 00 30.00* 309 4 Baldwin & Lyons Inc OTC 37.00 0 0 616 7 0.80 2 2 37.00 37.00 04 In the meantime, Peat, Marwick's initial

Continental Corp NYSE 2713 -5 2 00 260 96 28.00 27.13 186 7 Corroon & Black Corp NYSE 23.00 -0 5 14 5 1.00 4.3 23.13 23.00 75 2 approval of Aneco's 1983 statement stands
Crawford & Co OTC 15.25 0 0 10 4 0.66 4 3 15.25 15.25 2 3 Crump E H Cos Inc OTC 12.25 0 0 15 3 0.40 3 3 12.63 12.25 46 6

Emett & Chandler Cos Inc OTC 925 57201 000 00 925 875 15 Although the approval has been neither
Crown Life Ins Co OTC 120.00 -0 8 78 320 27 121.00 120 00 00 withdrawn nor qualified, Aneco has not
Employers Ca. Co OTC 30.50 -0.8 72 120 39 30 75 30.50 15 8 Hall Frank B & Co Inc NYSE 20.63 -5 2 27 9 1.18 5 7 21.63 20 63 162 1

Equifax Inc NYSE 26 25 0 5 11 6 1 60 6 1 26.38 26.00 6 3 Integrated Rei Inc AMEX 2025-152 47 000 00 23.88 20 25* 125 8 mailed its annual report to shareholders
FarMers Grouo Inc OTC 38.75 -31 92 152 39 4013 38.75 451 1 Marsh & Mclennan Cos Inc NYSE 38.75 -3 1 11 1 2.20 5 7 40.13 38 75* 304 9

Foremost CoM Amer OTC 24.25 -4 0 13 3 0.96 4 0 24.50 24.25 54 9 Poe & Assoc Inc m soo 00 00 000 00 s.00 soo os The Tillinghast study of the company's loss
Reed Stenhouse Cos Ltd OTC 1175 -96 153 060 51 13.00 11 75* 433 5 reserves also has delayed the company's pre-

Fremont Gen Corp OTC 1363 -09 00 048 35 13.63 13.13 156 6

Great West Life Assurn Co OTC 300.00 00 96 12 00 40 300 00 300.00 00 AGENTS/BROKERS AVERAGE 18 2 36 viously announced public offering of con-

dle 801 Ler Iniptn  .AA 2. 1 Z Y AA 1 Z 51 50 SO 0024.50 23 75* 46 7 Conglomerates Holding Cos vertible shares and the filing of the com-
14 9

Jefferson Natl Life Ins Co OTC 40 75 -0 6 18 5 0 76 1 9 41 00 40.75 0 7 American Express<Fireman' s Fd) NYSE 29 75 -6 3 13.1 1 28 4 3 31 50 29 50 1,916 8 pany'S first-quarter 10-Q report
Anderson Clayton(Ranger/PanAm) NYSE 26 25 -2 8 11 9 1 32 5 0 27 38 26 25* 26 7 If Aneco does increase its IBNR reserves,

Kemper Corp OTC 34.88 -2 1 11 4 1.80 5 2 35.75 34.88 169 8 Armco Inc NYSE 17.88 -3 4 00 040 22 18 75 17 88* 341 0

Lincoln Natl Corp Ind NYSE 30.25 -3.2 7.4 1.68 5 6 31.50 30.25 118 0 Baldwin Utd Corp NYSE 138 00 00 000 00 iso 1.38 176 4 Mr Crawley said, "it will not affect the
Mission Ins Group Inc NYSE 13.38 -7 8 00 050 37 15.00 13.38* 162.3 CIGNA Corp NYSE 35 75 -2 7 88 260 73 36.00 35 13* 804 9 strength of the company
Northwestern Natl Lite Ins OTC 3900 26 87 150 38 39.13 38 75 102 4

Ohio Cas Corp OTC 40.75 -6.9 11 3 268 66 43 50 40 75** 57 2 City Investing Co (Home Ins ) NYSE 41 38 -1 2 99 200 48 42.63 41.38 1.831 3 "If we do restate 1983, we can certainly tell
CNA Finl Corp (CNA) NYSE 22.38 -10 9 83 000 00 25.13 22.38 54.2

Old Rep Intl Corp OTC 31 63 -10 3 69 088 28 35.00 31.63 27 2 Control Data (Comml Credit) NYSE 30.38 -4 7 73 066 22 31.88 30 00 645 6
the world' that we are excludable from the

Orion Cap Corp NYSE 21.25 1 2 12 4 0.76 3 6 21.75 20 63* 199 7 General Re Corp NYSE 53.13 -3 4 14 2 1.44 2 7 54.50 52 50* 264 1 generalization that most insurance and rein-
Preferred Risk Life Ins Co OTC 22 63 00 78 074 3.3 22.63 22.63 50 ITT (Hartford Group) NYSE 34 50 -4.8 77 276 80 36 50 34 50* 1,044 9

Provident Life & Acc Ins Co OTC 70.00 -1 4 69 288 41 71 00 70.00 23.5
surance companies are substantially underre-

St Paul Cos Inc OTC 53.13 -7.6 12 1 3 00 5 6 56.13 52 75* 422 6 Optimum Hldg Corp OTC 400 00 00 000 00 4.00 4.00 13 4 served," he said
Sears Roebuck &Co (Allstate) NYSE 31.38 04 79 176 56 31.38 30 50 1,956 6

SAFECO Corp OTC 63 00 -4.7 8.8 2 60 4 1 66 00 63.00 146 5 Teledyne Inc (Argonaut) NYSE 192.63 -0 1 14 6 0 00 0 0 193 13 191 88 1.327 9 In March, Aneco had reported net income
Sr. Corp OTC 15.75 -31 93 068 43 16.63 15.75 545 9 Trans/merlca Corp in 1983 of $746,018 Aneco Underwriting re-
Se,bels Bruce Group Inc OTC 21 75 0.6 14.1 0.80 3.7 21.75 21.63 47 6 (Occidental & Fred S James) NYSE 22.00 -4 3 76 156 71 22.88 22 00* 397 7

Statesman Group Inc OTC 688 -35 8.0 0.15 22 7.00 6 75* 112 6
ported underwriting income of $427,605, on a

Tok,0 Marine & Fire Ins Co OTC 120 25 -6 2 24 3 0 96 0 8 125.25 120 00 33 CONGLOMERATES/HOLDING COS AVERAGE 79 3 29 combined ratio of 97 1%

Travelers Ccrp
NYSE 30 50 -0 8 76 1.92 63 31 00 30.50 838 5 *Record high/low since Jan 1.1983

fitem deRn Altman information tem Mr Crawley declined to elaborate on the
nature of the IBNR reserves and the amount
at issue with the auditors until the Tillinghast
study is completed



If you were designingaRollsRoyce pickup,
you'dgoto anexpert.

WhybuyWorkers'Comp. anydifferently?

Expertise makes all the difference, whether
you're designing a certain car or an insurance
program matched to your company's needs.

Which is why you should consider
American Mutual. Nearly 70% of our business
is in Workers' Comp. We know it cold. And we
can put our knowledge to work for you. With
programs as individual as you are.

We can also customize general liability and
commercial auto insurance plans for you with
the same expertise. (Even if you own a Rolls
Royce pickup truck.)

The point is, whatever your insurance
needs, you should do business with experts.
Because the risks can be high if you don't.
American Mutual. We're experts.

Handcrafted, Rolls Royce, Truck/Station-
wagon transformations by Clyde Cassady,
Classic Coachworks, Security Park, Rancho
Cordova, California 95670.

.

American
AAutual
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