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The cost of recovery

Updates
Florida Legislature passes

tort reform measure

TALLAHASSEE, Fla.-Florida Gov. Law-
ton Chiles has about two weeks to decide

whether to veto comprehensive tort reform leg-
islation passed late last week by the state Leg-
islature.

The bill, sponsored by state Sen. John McK-
ay, R-Bradenton, among other measures would
eliminate automatic application of joint and
several liability in civil cases with total dam-
ages of $25,000 or less. The bill also specifies
that joint and several liability would apply only
up to $300,000 of the total economic damages

See U]kdates on next page

Transit receivership price tag high
By DOUGLAS McLEOD

JEFFERSON CITY, Mo.-The
hugely insolvent Transit Casualty
Co. may have earned many distinc-
tions since it collapsed in 1985, but
one stands out: It is the largest in-
surance failure ever to happen in a
small town.

That town is Jefferson City, a
state capital of 35,000 people in the
middle of Missouri farmland,

where state governnnent is the
largest employer and where friend-
ships and political feuds are promi-
nent in a way they might not be
elsewhere.

The fact that the Transit re-

ceivership was organized here may
explain its unique character: Apart
from Transit's success in collecting

$ 1 billion for its creditors-far
more than many would have
guessed a decade ago, though still
far below its estimated $3.5 billion
in liabilities-the receivership is
also notable for the large rewards it
has paid those with personal or po-
litical connections in Jefferson

City; its intense fights with the
Missouri Insurance Department,
which has virtually no control over
Transit despite its nominal role as
official receiver; and the unusual
secrecy surrounding some of Tran-
sit's operations.

Receivership officials, supervised
by Cole County Circuit Judge By-
ron L. Kinder, refuse to make de-
tails of their compensation public,
and court files on the subject are
sealed. But Transit documents

High cou rt to hear
pension plan case
By MARK A. HOFMANN tributory plan to change it to a

non-contributory plan, Los An-
WASHINGTON-How the geles-based manufacturer

Supreme Court decides a case Hughes actually terminated the
involving the use of surplus as- plan and must distribute its
sets in a contributory defined surplus assets to participants.

If the high court agrees with
the 9th U.S. Circuit Court of

4 L<a* P  'f f *42- Appeals that the Hughes re-
tirees can pursue a suit under

SUPIRE-'-
the Employee Income Retire-

EVI*4 ment Security Act seeking to
claim some of the plan's sur-

fil rn j plus, some observers fear em-<VU Al)' ployers will be less likely to of-
fer contributory defined bene-
fit plans as they could face in-
creased exposure to litigation.

No date has been set for ar-

benefit pension plan could in- guing the case, and a decision
crease employer costs, force is not expected until late this
them to share surplus pension year or in 1999.
assets with employees and Exactly how broadly the 9th
make offering contributory de- Circuit's decision could be ap-
fined benefit plans less attrac- plied should be of particular
tive, observers say. concern to employers, say ob-

The justices last week agreed servers.
to hear Hughes Aircraft Co. vs. "How important it is to em-
Stanley I Jacobson, et at. A ployers depends in large parton
group of Hughes retirees sued whether there is leakage over
their former employer, charg- to other types of plans. If it's
ing that by amending the con- See Pension on page 50
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show, for example, that Special
Deputy Receiver J. Burleigh Arnold
and two top officers stand to col-
lect several million dollars in de-

ferred compensation from Transit,
making them possibly the highest-
paid property/casualty receiver-
ship officials in the country.

Funds set aside for the deferred

compensation payments to the
three men totaled $7.4 million at
the end of 1995, according to an In-
ternal Revenue Service filing.

Mr. Arnold's compensation also
includes an undisclosed six-figure
annual salary; a $5,000 monthly al-
lowance for his house in Los Ange-
les, where the Transit receivership
actually operates; and a leased
Lexus automobile, Transit cash

See Transit on page 47
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Transit Casualty Special Deputy Receiver J. Burleigh Arnold receives an
allowance for his home in Los Angeles, where the receivership operates.

Comp telemedicine studied
Texas workers comp claims

1995

1996

1997

Percent of claims filed by rural vs.
non-rural workers

Rural county Non-rural county

Source: Texas Workers' Compensation Commission and ROC

By MEG FLETCHER

AUSTIN, Texas-Using telecommunications net-
works to link rural workers with job-related injuries
to specialized doctors could enhance Texas' workers
compensation system and cut costs, a new research
report says.

Telemedicine has great potential to benefit the
workers comp system by accelerating diagnosis and
treatment, improving the quality of medical assess-
ments, improving medical records management and
reducing travel costs, according to the report by
Texas' Research and Oversight Council on Workers'
Compensation, known as ROC.

However, representatives of workers and state ad-
ministrators who reviewed the Texas study urge that

See Texas on page 50GRAPHIC BY JOHN HALL

Expanded liability costly: Study
Legislative provisions would raise health care premiums
By MARK A. HOFMANN

WASHINGTON-One of the

nation's largest employer groups
will urge its members to stop pro-
viding health insurance to their
employees if Congress passes con-
troversial health reform legisla-
tion that would expand employer
liability in malpractice cases.

Bruce Josten, executive vp of
the Washington-based U.S.

Chamber of Commerce, threw

down that gauntlet as he and sev-
eral other representatives of em-

ployer groups that belong to the
Health Benefits Coalition un-

veiled a new study of the impact
of various legislative proposals on
managed care plans during a news
conference at the U.S. Capitol last
week.

The group directed most of its
criticism at the proposed Patient
Access to Responsible Care Act,
which critics charge would open
up employers to possible lawsuits
from employees who allege harm
from employer-provided managed
care plans.

The measure's supporters, no-
tably its chief House sponsor-
Rep. Charles Norwood, R-Ga.-
have repeatedly denied that em-
ployers are the target of the mea-
sure, which the measure's sup-
porters say is designed to correct
perceived abuses by managed care
plans.

The Health Benefits Coalition

also criticized the House Demo-

cratic leadership's Patients Bill of
Rights Act, a legislative proposal
the HBC charges also would cre-

See PARCA on page 49
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Updates
Florida tort reform passes
Continued from previous page

awarded when the defendant's portion of comparable fault exceeds 20%
and js greater than the plaintiffs. Comparative fault would determjne the
defendant's share of the mmainderof any award above $300,000.

The bill also sets a 12-year statute of repose for products liability, au-
thorizes more sanctions against frivolous lawsuits, and prohibits the
award of repetitive punitive damages under some circumstances.

"It's a good bill, and we're going to encourage the governor" to sign it
or let it become law without his signature, said Jim Brainerd, vp and gen-
eral counsel of the Florida Assn. of Insurance Agents in Tallahassee. A
spokesman for the Democratic governor said, however, that Gov. Chiles
has 15 days after receiving the bill to decide whether to veto the measure.
The governor had not received the bill as of late Friday.

Oxford reports loss for quarter
NORWALK, Conn.-Oxford Health Plans Inc. reported a $45.3 million

net loss for the first quarter, compared to $34.4 million in net income for
the comparable period a year ago.

Results reflected a non-recuning aftertax restructuring charge of $16.3
million for severance and other costs expected to be incurred in connec-
tion with restructuring certain administrative and management func-
tions, according to the company, which would not comment on the re-
sults. Total revenues were $1.2 billion, up from $987.3 million for the same
period a year ago.

Earlier this year, Oxford had reported a $284.7 million fourth-quarter
loss, which led it to announce it would seek $700 million through a capi-
tal infusion from an outside investment firm and debt financing (BI, Feb.
23, March 2). It subsequently revealed in a Securities and Exchange Com-
mission filing that it has had to obtain another $100 million in bridge fi-
nancing from a Donaldson Lufkin Jenrette Securities Corp. affiliate in
addition to a $100 million DLJ loan it had already obtained in February
(BI, Apil 6).

Blues sue tobacco makers
Blue Cross & Blue Shield plans across the country filed federallawsuits

against tobacco companies last week, seeking more than $3 billion in
compensation for health care costs they contend resulted from illegal ac-
tivities by cigarette makers.

Thirty-seven plans joined three suits, filed in district courts in Seattle,
Chicago and New York. Modern Healthcare, a sister publication of Busi-
ness Insurance, last month disclosed the Blues' intent to sue.

The Blues plans contend tobacco companies violated federal antitrust,
fraud and racketeering laws by concealing the addictive nature of tobac-
eo, manipulating nicotine levels and targeting teenagers in marketing
campaigns.

Pressured by increasing health care costs, Blues plans thmughout the
country are expected to raise premiums 5% to 10% this year, according
to the national Blues association. Dr. Michael MeGarvey, chief medical
officer of Blue Cross & Blue Shield of New Jersey, said it might be justifi-
able to use any recoveries from the tobacco lawsuits to lower premiums
because that could reduce the numbers of uninsured

But Chris Martin, spokesman for the Blue Cross & Blue Shield Assn.,
said increasing premiums are not a factor in the plans' decision to sue the
tobacco companies. There is no assumption the Blues plans will win their
lawsuits, and even if they do, it could be years before they see any money,
he said. What's more, Mr. Martin said, regulations in some states might
require plans to spend a damage award for other purposes rather than re-
turning it to their bottom lines.

Dr. MeGarvey added that money is not the chief motive of the Blues
plans.

Briefly noted
The Supreme Court heard oral arguments last week in Geissal vs.

Moore Medical Co,p., a case that could determine whether individuals
covered by another employer's health plan at the time of their termina-
tion are entitled to COBRA coverage through their former employer (BI,
Feb. 2). This is the first time the high court has reviewed a case involv-
ing the health care continuation provisions of the Comprehensive Om-
nibus Budget Reconciliation Act of 1985. . . .As expected, Denver-based
Great-West Life & Annuity Insurance Co. said it has entered into a
definitive agreement to acquire Piscataway, N.J.-based Anthem Health
& Life Insurance Co., a unit of Indianapolis-based Anthem Inc. that pro-
vides life, medical, disability and dental products to small and medium-
sized businesses nationwide (BI, Feb. 23). The sale price will be based
on the adjusted book value of the unit at closing. Book value is now
about $100 million. . . .The Occupational Safety and Health Adminis-
tration issued a set of voluntary recommendations to reduce the injury
and death rate of workens in late-night retail outlets due to violence. The
recommendations include installing alarms, video surveillance and bul-
letproof enclosures....The National Assn. of Insurance Commissioners
voted by conference call last week to establish its own International
Holocaust Commission Task Force, which will cooperate with a more
broad-based commission to resolve survivors' insurance claims (BI,
April 13). Thus far, 36 states have committeed to signing a memoran-
dum of intent to participate....Affirming a San Mateo County Superior
Court decision, a California appellate court last week thwarted Unisys
Corp.'s second attempt to obtain guaranty fund coverage for portions of
its 401(k) plan that were invested in GICs issued by the failed Executive
Life Insurance Co.

Errors & omissions

• A RIMS TV segment on disaster planning that aired April 29 during
the Risk & Insurance Management Society Inc. annual conference did not
give the full name of Stephen M. Rogers' company. Mr. Rogers is a senior
vp for HSB Industrial Risk Insurers in Hartford, Conn.

Backup child care centers
help parents focus on work
By AMANDA MILLIGAN

Tax season is a stressful time for

many accounting professionals,
but the long workdays are espe-
cially hectic for Bernard Pump,
who has three children under the

age of 6.
Mr. Pump, a senior manager in

Deloitte & Touche L.L.P.'s Chica-

go office, and his wife, Karen Kao,
a consultant with Chicago-based
marketing consulting firm Bio-

Treasury Department report
shows employers' investments

in child care paying off...page 45

Strategies Inc., often have to work
late on weekdays and Saturdays
to accommodate their respective
workloads. During the week, the
children stay with a nanny from
7:30 a.m. until 6:30 p.m.; however,
on weekends and after the nanny
leaves, the children used to be

without reliable alternative care

and often went to work with their

parents.

"I can always work on the
weekends,"especially during tax
season, said Mr. Pump. He noted

that watching children and keep-
ing them entertained while in the
office poses a challenge that caL
impact the quality of an employ-
ee's work. "The work has to get
done, which is why you're there in

See Backup on page 45

Benefit plan differences*
add to M&A complexities

By JERRY GEISEL

Sedgwick Inc. knew when it

bought benefit consultant Noble
Lowndes in 1993 that the employ-
ees would be moved into Sedg-
wick's benefit plans.

As an operating practice, "we
have a single consolidated benefit
program for Sedgwick colleagues
in the United States," said Mary
Heezen, Sedgwiek's employee
benefits manager in Memphis,
Tenn.

While the end result-shifting

37

46

Noble Lowndes employees into
Sedgwick benefit plans-always
was clear, Sedgwick had to tackle
a slew of issues to make that tran-

sition smooth.

For example, in moving Noble
Lowndes employees from a pre-
ferred provider organization and
a few health maintenance organi-
zations to the nationwide Aetna-
administered point-of-service
plan Sedgwick used, Sedgwick
knew there could be disruption
for employees who had estab-
lished relationships with health

care providers.
"We did not want to be in the

position of disrupting continuity
of care," Ms. Heezen said.

The solution Sedgwick hit on
was to allow employees, in certain
situations and for a limited peri-
od, to continue to see the
providers in the previous Noble
Lowndes plans with reimburse-
ment at the preferred provider
rate even if the physician was not
in the Aetna POS network.

How Sedgwick dealt with
See Benefits on page 51

A health plan all its own
Private clinics are

By ROBERT KAZEL

ATLANTA-A large Wiscon-
sin-based printing company is

proving
The _ -__. _. - that it can
Nat,Qnal - - successful-
Managed

-Haltii-Care -- ly bypass

W*HCC managed
care com-

panies'
middlemen by setting up its own
provider networks to serve sev-
eral of its worksites around the

good medicine for p
country.

In doing so, the company is
demonstrating it can move be-
yond an experiment in brick-
and-mortar and toward a last-

ing philosophy of care that is
winning the support of doctors
and other health professionals.

Executives of Pewaukee, Wis.-
based Quad/Graphics told a ses-
sion of the National Managed
Health Care Congress in Atlanta
last month that they have moved
far beyond a pilot begun in

rintefs bottom line
1990-an independent medical
clinic owned and operated by
Quad/Graphics-and toward

genuine control oveir its health
insurance destiny.

Quad/Graphics, after opening
its first clinic in Pewaukee, built
a second clinic in West Allis,
Wis., in 1995 in cooperation
with Covenant Healthcare Sys-
tem, a Milwaukee-based health
care network (BI, Oct. 23, 1995),
and Quad/Graphic's health

See Clinic on page 45

Y2K may cost U.S. $50 billion
By JUDY GREENWALD

WASHINGTON-U.S. firms

could end up paying $50 billion in
Year 2000 remedial costs, says a
Federal Reserve official, provid-
ing what may be the first federal
government estimate on this issue.

Separately, a research firm esti-
mates that few of the nation's in-

formation technology managers at
large organizations have complet-
ed their Y2K projects, though

Inside

most have at least a commitment
to the issue.

"The

Year 2000

problem

,avi92,„a will touch
more than

just our
financial

system and could temporarily
have adverse effects on the per-
formance of the overall U.S. econ-

omy as well as the economies of

• The Supreme Court has a chance to give employers
some guidance in how far their liability extends in sexual
harassment, this week's editorial says. PAGE 8

• The captive market has reached a "plateau" and must
bring in new exposures, a speaker tells attendees at a
conference in Paris. PAGE 41

• Worldwide insured catastrophe losses were lower in
1997 than in 1996 and below average for the 1989-1996
period, a report shows. PAGE 41

Departments

Advertiser Index

Classifieds

many, or all, other nations if it is
not corrected," said Edward W.
Kelley Jr., a governor on the Fed-
eral Reserve board, speaking be-
fore the U.S. Senate Committee

on Commerce, Science and Trans-
portation.

He said his "educated guess" of
$50 billion reflects all costs,

"whether explicitly stated or not."
Mr. Kelley also noted one estimate
places the worldwide cost at

See Year 2000 on page 50
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RIMS to enhance education, technology, quality
DeLillo pledges improved services <By MICHAEL BRADFORD

SAN DIEGO-The Risk & In-

surance Management Society Inc.
wants its members to know a

"continuum of leadership" is in
place to respond to their needs.

It's a theme emphasized by the
society's new president, Mark A.
DeLillo, who told members in his
inaugural address at the 36th an-
nual Risk & Insurance Manage-
ment Society Inc. conference and
exhibition in San Diego last week
that while the group is led by a
new president every year, that
doesn't interrupt the focus of its
leadership.

"RIMS truly has a continuum of
leadership," Mr. DeLillo said in
his first speech as the society's
45th president. "The reason for
the continuum is the scope of the
challenge before us."

"Education, technology, quali-
ty," he emphasized, are "the
tremendous challenges that have
been identified by you, our mem-
bers. Yet each of these issues is so

complex that an annual concen-
tration just doesn't do justice to

the work that is required."
Mr. DeLillo, vp-risk manage-

ment at Celotex Corp. in Tampa,
Fla., said RIMS over the next year
plans to "enhance, improve and
expand the measure of services we
can provide to our membership"
in each of those three areas.

RIMS' commitment to its mem-

bers is to be "responsive, proac-
tive and efficient" and to "deliver

the products and services you and
your company need to succeed in
today's competitive environment."

Technology will play a large
role in RIMS' efforts to meet

member needs, Mr. DeLillo noted,
"because of the expanding access
and efficiencies it can provide."

An advisory council being
formed by Scott Lange, director-
risk management at Microsoft
Corp. of Redmond, Wash., will ex-

plore, among other things, how
RIMS can best use its resources to

"rein in the appropriate technolo-
gies" it will need, how it can keep
pace with innovations.and avoid
mistakes in choosing and using
technology, Mr. DeLillo said.

See Inaugural on page 30

Overall industry 69 73 75 70 74

Risk managers largely dissatisfied
with insurer/broker service: Survey
By MICHAEL BRADFORD

and RODD ZOLKOS

SAN DIEGO-Risk managers
are not very satisfied with the
overall performance of their in-
surers and brokers, according to
a survey.

In a new quality score card
developed by the Risk & Insur-
ance Management Society Inc.
and the Quality Insurance

Congress and released last week
at the RIMS conference in San

Diego, buyers of insurance
products and services gave their
vendors overall low marks in

satisfaction and performance.
While some insurers, reinsur-

ers, brokers and third-party ad-
ministrators got high marks in-
dividually, overall industry
scores were at best mediocre.

Stephen M. Wilder, RIMS
president during the 1997-1998
term, said the score card pro-
vides an objective measure that

risk managers can use to gauge
the level of quality they receive
from their providers.

The score card will be updat-
ed periodically and is intended
to be used as a tool to encourage
insurers, reinsurers, brokers
and third-party administrators
to improve the quality of their
products and services.

"I'll also say that the quality
score card did something else,"
Mr. Wilder added, which was to

point out "who are the quality
providers and who aren't. And
while our goal is to create con-
tinuous improvement in the in-
dustry, we can't ignore the fact
that there are people who didn't
score very well."

Henry L. Good, president of
the Quality Insurance Congress,
said, "There is a perception in
the industry that all the cus-
tomer wants is the lowest

price." The survey's results,
however, suggest that "while

price is important, it's not the
only thing," said Mr. Good, who
also is director of insurance and

director of corporate travel for
Rohm & Haas Co. in Philadel-

phia.
Mr. Good agreed with Mr.

Wilder that "there will come a

time in the not-too-distant fu-

ture" when risk managers will
have to answer to their superi-
ors for doing business with a
company ranked poorly in the
quality score card.

The score card gave brokers a
performance grade of 73 on a
scale of 100, while insurers and
reinsurers managed a 68. Over-
all, respondents graded brokers
with a satisfaction score of 69
and insurers and reinsurers

with a 66.

Third-party administrators
scored even lower overall, re-

ceiving a 65 for performance
and a satisfaction grade of 60.

See Score card on page 36
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Broker organizations
Top live brokers' overall ratings in the RIMS/Quality Insurance Congress quality score card

Overall

Satisfaction Performance

Willis Corroon 76 80

Hobbs Group 75 80

Aon 70 74

J&H Marsh & Mclennan 66 71

Se*Vick 63 70

72

Builds internal Identily needs Two-way
and external and create interactive

partnerships solutions communications

82 79

82 79

75 70

74 68

71 64

75 71

82

77

75

74

71

74

Trust Operational Developing
and efficiency and and providing

reliability competitiveness expertise

75

82

84

75

73

74

76

77

82

74

70

68

72

72 73

80

78

75

72

70

71

r

RIMS' annual conference at the San Diego Con- g
vention Center featured a changing of the guard, 5
from outgoing RIMS President Stephen M 
Wilder, left, to new President Mark A. DeLillo, top.
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Integrated disability
called a cost-saver

By ROBERT KAZEL

SAN DIEGO-Employers wish-
ing to make disability programs
cost-efficient, equitable and more
helpful to workers should stop
contemplating and start integrat-
ing.

This will not be easy, but it will
beat perpetuating old, arbitrary
traditions that have turned health

and disability benefits at most
employers into guarded, isolated
turfs.

That's the advice of Pat DeJe-

sus, supervisor of benefit plans of
Atlanta-based Delta Air Lines,

and Dr. Mary Jane England, pres-
ident of the Washington Business
Group on Health, a national coali-
tion of leading health insurance
buyers. Ms. DeJesus and Dr. Eng-
land led a session at last week's

Risk & Insurance Management
Society Inc. conference.

The need for a more efficient,
sensible and streamlined disabili-

ty management strategy was un-
derscored by Ms. DeJesus, who
noted that occupational illness
and injury in the United States
costs nearly $200 billion annually,
or 3 % of the gross domestic prod-
net. Annual disability costs can
range from 8% to 15% of a com-

pany's payroll.
Further, the graying of Baby

Boomers will trigger a 37 % in-
crease in disability costs in gener-
al over the next decade, she said.

Direct costs associated with dis-

ability include group health care
and workers compensation pro-
gram costs, short- and long-term
disability insurance expenses, ab-
senteeism and sick time, Ms. De-

3.ff

Jesus said. Hidden costs often in-

clude overtime pay, low morale,
decreased output, temporary staff
and additional training.

Yet if the symptoms of the prob-
lem are the same for employers
nationally, how a remedy can
work for individual plan sponsors
is often puzzling. Uniting the oc-
cupational and non-occupational
medicine programs into an almost
seamless continuum will look

quite different depending on th€
company, Ms. DeJesus said.

"It is different for every single
company we've dealt with," she
said. "It's a process that needs to
be fine-tuned to your individual

See Disability on nert page
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Disability It should not be a tougn sell benefits, quantify the risks and ex- will release a guidebook this
Definite reasons exist why an inte- posures associated with each of spring for vendors and employers

1998 RIMS
frs»grated strategy that combines ad- them, study the applicable laws interested in integration specifica- Report

Contznued from previous page ministration of major medical in- and set up the objectives for the in- tions for program components,
needs There's no cookie cutter out surance, workers comp, disability, tegration program These probably such as the necessary databases what we want in clinical outcomes,
there that will work for everyone absent days or some combination will be cost management, adminis- The guidebook will describe but we sure know what we want in
You need to pull together the thereof can pay off for an employ- trative coordination, benefit in- technically what the group be- functional outcomes," she said
pieces that are out there and deter- er, she said It allows the plan creases or cutbacks, productivity lieves to be the best possible inte- "We want people to be able to go
mine what will work based on the sponsor to enhancement and employee advo- grated disability management ap- to work, we want kids to be able to
size of the organization and the • Cut costs and boost efficiency cacy, Ms DeJesus said proach, ignoring the occupational go to school, we want people to be
complexity of the organization " • Monitor administration and or non-occupational nature of the able to function in their communi-

Trying to get benefits adminis- costs more closely illness or injury and concentrating ty-we want right, straightfor-
trators and workers comp staff on • Improve employee satisfaction sThis is an area where on sending the employee back to ward, functional outcomes And
the same page, Ms DeJesus said, • Improve employee health work as soon as possible the big issue now Is to educate the
may prove to be a tough task be- • Evaluate performance im- people realize we can The guide, intended for vendors health care community," she said
cause of their different profession- provements do something today,' serving large employers, also will "In this room, many of us have
al cultures and years of 1ndepen- Such an undertaking is complex discuss structural barriers to inte- chronic illnesses, and all of us
denae enough to necessitate an orginiza_ says Murray J. Pascual gration that may exist both within want to function, do our jobs,

Yet her objectives for Delta, now tional team consisting of the hu- of Coopers & Lybrand. an employer and wit:hin vendors function at home, function in the
trying to implement integration man resources officer, benefits interested in their busmess community And we have to think
strategies, remain high "In trying manager, chief financial officer, "I think this is an area where of health in a much broader sense

to come up with some solution to corporate counsel, risk manager people realize we can do some- than the old medical model
how to (improve) health and dis- and occupational safety and nealth Delta has worked closely with thing today," Mr Pascual said That's part of my lob, to tell the
ability management, we've identi- officer Others may include the the Integrated Disability Manage- "We can get control over our dis- medical community we need to
hed that group health care, work- Family and Medical Leave A2t CO- ment Focus Group, a kind of cor- ability and absence management look more broadly with a public
ers comp, controlling absenteeism ordinators, ihformation s>stems porate support group that now now, and in the future that's going health approach," Dr England
and management of short and director, employee assistance pro- comprises about 40 large employ- to set us up to measure productivi- said
long-term disability iS key," she gram manager, Americans with ers, including the U S Postal Ser- ty as a whole " A challenge will be to influence
said Disabilities Act coordinators and vice All members are seeking to The whole health care system is the insurance marketplace to pro-

The critical link to spur action is employees themselves institute, or already have institut- moving from a fragmented nature duce the kind of quality products
to unite integrated disability man- "Getting employee buy-r. is a ed, an integrated disability and to a more integrated delivery net- that employers wanting to inte-
agement with corporate profitabil- cntical key to the success of any of health benefits strategy, said Mur- work, Dr England said This is a grate disability programs will
tty and productivity, she said these operations," Ms. DeJesus ray J Pascual, senior consultant at more efficient means of making need, she said
Then the leaders of an organiza- said Coopers & Lybrand LLP in At- disabled workers' lives whole re- The publishing of the focus
tion will observe that disability The next step, with a nod from lanta, who was the coordinator of gardless of the cause of their prob- group's guidebook, whose audi-
management deserves more atten- management, is to gather design, the session lem and puttmg them back in their ence is viewed as the disability
tion for its effect on the bottom funding and administration infor- The focus group, with the Wash- work sites quickly vendor market, lS aimed at begin-
tme mation on the various dis:5111ty IngtOn Business Group on Health, "In many ways, we do not know ning that process
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Communication programs a matter of perception
By GAVIN SOUTER

SAN DIEGO-Workers compensa-
tion communication programs need
to be well-defined and targeted to ef-
fectively reach all employees in an or-
ganization, a marketing expert said.

By identifying the current percep-
tions of employees and managers,
risk managers can use effective com-
munication techniques to correct any
misconceptions and put forward a
clear program, which in turn should
help reduce workers comp costs, she
said. For example, workers who have
a clear understanding of the workers
comp system are less likely to abuse
it

Middle management, in particular,
needs to be well-informed of the pro-

gram, as those managers ultimately
will determine whether it will sue-

ceed, a risk manager said. Those mid-
dle managers must be well-informed

j» 1998 RIMS
I . <Dll Meport

about the program and procedures to
implement the program effectively
and communicate the details to em-

ployees they supervise, they said.
As a starting point, risk managers

should set out to address everyone's
question, "What's in it for me?" said
Catherine Bennett, president of the
marketing and communications divi-
sion of Cost Control Concepts Inc. in
Goodlettsville, Tenn.

WORKERS' COMPENSATION

Senior managers, in particular,
need to know this because of the in-

fluence management has within an
organization, she said.

"Employees see the workers comp
program exactly as their boss wants
them to see it," she said at a session on

workers comp communication during
the Risk & Insurance Management
Society Inc.'s annual conference last
week in San Diego.

But often the senior managers'
views can hinder implementation of a
program, Ms. Bennett said.

Common misconceptions, she said,
include:

• Risk managers should deal with
all the workers comp issues on their
own.

• Accidents are just a cost of doing

business.

• When budgets are reduced to cut
costs, the safety budget must be in-
cluded, too.

• Workers comp costs can't be con-
trolled.

To address these misconceptions,
risk managers should set about edu-
eating senior managers on the work-
ers comp system with an emphasis on
cost, Ms. Bennett said. For example,
senior managers need to know the
impact a large-deductible program
will have vs. a conventional insured

program, she said.
To get the attention of senior man-

agement, risk managers should ex-
plain how poorly managed injuries
can affect the revenues of an organi-
zation, she said.

A.7 U

HUMANA'S MANAGED 
WORKERS' COMPENSATION

1 rocessing Workers' Compensation claims has always seemed like an uphill battle. With each step, you had to overcome

obstacles like soaring medical costs, unnecessary litigation, and sometimes even fraud.

Now, Humana has introduced a new model of efficiency Br processing W6rkers' Compensation claims. Our administrative

staffofinsurance professionals handles eligible*employees' disability payments and oversees claims settlement and litigation

management These experts have long-standing,commitments to their local communities and contribute considerable business

experience. The result is claims administration that benefits everyone

Humana-We provide Administrative Services that work with our Occupational Health Services and Integrated Information

Services to create a comprehensive new model f6r managing Workers' Compensation. To put this efficient new system to work

for you, please call us or your insurance agent today. 1-800-883-4000

Z HUMANA®
Workers' Compensation Services

For example, risk managers can
cite the actual cost of the treatment;

the disruption a poorly managed in-
jury can cause among other workers,
leading them to be less productive;
the cost in management time of deal-
ing with a claim; and any poor pub-
licity that arises out of a mishandled
claim, Ms. Bennett said.

On the positive side, risk managers
should make senior managers aware
of the corporate risk management
strategy and point out any success
stories that may have saved money,
she said.

Middle managers, too, must fully
understand the workers comp pro-
gram, Ms. Bennett said.

She said common rnisconceptions
among middle managers include:

• All workers comp claims are
fraudulent

• Injuries are not an issue because
Insurance covers them.

• The more employees know about
the workers comp system, the more
they will abuse it.

Again, middle managers need to
understand the financial impact of
injuries-for example, that the mon-
ey paid in losses could have been used
to buy new equipment, employ more
staff or increase profit-sharing pay-
ments, she said.

Middle managers need to know the
risk management strategy and how to
respond, such as what to do when an
injuIy happens, what the employee is
entitled to when he or she is injured
and who else should be informed

about the injuiy, Ms. Bennett said.
Effective communication to middle

management is crucial for a workers
comp program, agreed Michelle M.
Scott, assistant vp of risk manage-
ment at Service Merchandise Co., a
retailer based in Nashville, Tenn.

One of the major obstacles in deal-
ing with middle managers is cornmu-
nicating to them the benefit of bring-
ing workers back to work on light
duty, she said.

Often organizations limit the
amount of payroll hours that man-
agers can use, so the managers want
to ensure that workers are able to

perform all of the tasks required,Ms.
Scott said.

To overcome this problem, risk
managers can implement a plan in
which managers get refunds in pay-
roll hours if they put injured workers
on light duty, she said.

To help communicate the program:
risk managers should work with hu-
man resources departments to ensure
all new managers receive a workers
comp information package as soon as
they are hired, Ms. Scott said.

Risk managers also should use
middle managers to communicate the
workers comp program to employees
they supervise, said Christopher E.
Mandel, senior director of global risk
management at TRICON Global
Restaurants Inc., the Louisville, Ky.,
restaurant chain that was spun off
from PepsiCo Inc. last October.

Middle managers and supervisors
need continuous information about

the workers comp program, he said.
The critical points of the program

should be communicated "just in
time" when the injuries occur, Mr.
Mandel said. The average manager
rarely deals with workers comp in-
juries, he said. "So put the informa-
tion in front of them when they need
it and keep it short and simple."

When risk managers communicate
with managers and employees, they
should strive to keep the information
fresh, he said. Risk managers should
consider using outside consultants to
help them in this task, Mr. Mandel
said. If possible, the information
should be integrated with other infor-
mation distributed by other depart-
ments, he said.

The RIMS session was coordinated

by Ms. Bennett and moderated by Ms.
Scott. El
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What else can you say after eight GE Financial Assurance companies received IMSA certification
on April 1st? This incredible accomplishment reflects GE's commitment to quality in all ofits
businesses. Congratulations to each of these GE Financial Assurance companies:

 American Mayflower Life Insurance Company of New York
 First Colony Life Insurance Company
0 GE Capital Life Assurance Company of New York
 General Electric Capital Assurance Company
 Great Northern Insured Annuity Company
 The Harvest Life Insurance Company
 The Life Insurance Company of Virginia
o Union Fidelity Life Insurance Company
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ASSOCIATION

IMSA is an independent, voluntary organization created by the life insurance industry as
another means to ensure that companies who qualify for membership meet and maintainhigh standards of ethical conduct in their dealings with consumers.
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Opinions

Clearing foggy EPL area
IJNLIKE TRADITIONAL risk management is-sues, such as property loss control, employment

Law and the exposures it presents often do not pro-
vide clear-cut risk management solutions.

This is quite evident in the area of employer liabil-
ity for the sexually harassing actions of supervisors.
rhe law is murky on several fronts, as employers
caught up in employment practices suits know only
too well. Different courts have offered differing in-
terpretations of where liability begins and ends.

One of the areas that calls for the most clarifica-

tion is the nature of and legal standard applicable to
employer liability under Title VII of the Civil Rights
Act of 1964. For example, under what circumstances·
can an employer be held liable for sexual harassment
by a supervisor if such conduct is specifically pro-
hibited by a written company policy and the victim

does not pursue his or her claim up the chain of com-
mand?

Fortunately, the Supreme Court already has heard
three significant sexual harassment cases during this
term, giving it the opportunity to shine some light
into this uncertain area.

The high court already has done so in one case.
That case, Joseph Oncale us. Sundowner Offshore
Seruices Inc., had probably the easiest outcome to
predict, even though the question presented to the
court-is same-sex sexual harassment covered by the
Civil Rights Act-is not exactly a routine one. There

was little question that the justices would rule that
harassment such as Mr. Oncale suffered did violate

the Civil Rights Act.

But if Oncale was the easiest to predict, it is prob-
ably also the case with the least significant impact on
business. Employers should keep a close eye on how
the court decides the remaining two cases, Beth Ann
Faragher us. the City Of Boca Raton, Fla., and

Burlington Industries Inc. us. Kimberly Ellerth.
The first case involves a former municipal life-

guard who was sexually harassed by a pair of super-
visors. She never complained to higher management
but eventually sued the supervisors and her employ-
er. The justices will decide to what extent employers
can be held liable for the creation of a "hostile" work

environment.

The second case centers around the experience of a

HARASSMENT

female employee whose supervisor made sexually
suggestive remarks and indicated that she should

give in to his sexual advances if she wanted to for-
ward her career. She didn't give in and suffered no
adverse job consequences. In fact, she got a promo-

tion. In addition, the company had a written policy
addressing sexual harassment. Nevertheless, she
sued her former employer, charging that she was a
victim of "quid pro quo" sexual harassment. The jus-
tices will rule on whether a quid pro quo claim can
stand if there was no retaliation.

The cases are particularly important because the

Civil Rights Act itself doesn't specifically mention
"hostile" workplace environments or quid pro quo
sexual harassment. It deals with job discrimination.
But over the years, the interpretations of the law
have broadened its scope.

Sometime in the next few weeks, the Supreme
Court should hand down opinions that will shed

some light on how far employer liability extends in
some admittedly murky areas. While the justices may
not draw the proverbial "bright line" clearly delin-
eating where liability does and doesn't apply, any

new light in this area will be more than welcome as
employers grapple with the issue.

Le#ers

Picoult hits the mark on benefits of PEOs
To the editor: Myron M. Picoult is right PEOs generally are obsessed with the

on target in his assessment of the Profes- plethora of risks and exposures faced as a
sional Employer Organization as a dynam- result of the co-employment relationship.
ic and appealing entity that can reduce the Whether it be a sexual harassment claim; a
overall costs and exposures of doing busi- terminated employee filing for unemploy-
ness in "PEOs Have Growth, Distribution ment; COBRA or Family Medical Leave
Potential" (BI, April 20). This appeal is not Act compliance issues; or a work-related
limited to just employers. Increasingly, as injtuy and its financial repercussions, it be-
Mr. Picoult points out, the insurance indus- hooves the PEO to minimize, control or re-
try is beginning to understand the benefits move the exposure.
inherent in the PEO-insurer partnership. Risk control is evident from the first

The major reason for the success with em- stages of the PEO sales process. PEOs with
ployers and insurers? The risk management strong risk management departments are
philosophy intrinsic within the PEO indus- intricately involved with each client selec-
try. tion. Typically, underwriting efforts in-

clude site visits, client management inter-
views, loss run and modification reviews,

Letters to the editor  detailed claim history reviews, unemploy-
Business Insurance welcomes letters to  ment history verification, and a forecast of

the editor. The section is intended to be a possible future exposure. More often than

forum for readers' opinions and com- | not, a PEO's underwriting standards are
ments. We reserve theright to edit letters , more stringent than those of many insurers.
for clarity or space. We witt not pubtish i Once the relationship is implemented,
unsigned letters. Please send your letters many PEOs mandate a strict risk manage-
to Letters to the Editor, Business Insur- , ment program. Such devices as return-to-
ance, 740 N. Rush St., Chicago, Ill 60611; ' work systems, mandatory arbitration
far: 312-280-3174; e-mait pwinston@ i clauses, substance abuse screening and

crain.com | OSHA compliance programs are not op-
.- __ _ -- tions but instead are requirements. Fur-

thermore, many PEOs are on the cutting
edge of risk management development.
PEOs are developing such programs as
benefits integration, human resource/risk
management partnering, and employment
practice exposure minimization through
insurance and non-insurance means. With

the PEOs' strong focus on risk management
delivery systems and practice, the future of
risk management procedure and service
should be greatly advanced.

The end results of these efforts are quite
clear. Employers receive the benefit of re-
duced insurance rates and safe, secure, liti-
gation-free work sites. Insurers benefit
from sophisticated, proactive partners who
supply large premium bases and are just as
interested in controlling losses and mini-
mizing exposures as they are. And, of
course, the PEO benefits from reducing ex-
posure and maintaining a satisfied client
base.

As Mr. Picoult might agree, the future
looks bright for PEOs and their many part-
ners.

Sheldon A. Altschuler

Director of Risk Management
HR Tech

Columbia, Md.
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The Odyssly Of Homer
Greek Art, 550 BC
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IN THE PAST,
BUSINESSES RELIED ON THE GODS.

TODAY, WE BELIEVE A BILLION DOLLARS IN
CAPITAL PROVIDES EVEN MORE PROTE CTION.

Before concluding a successful business trip to Troy, the sailor Odysseus a course with confidence. Rated A- by both A.M. Best Company and
.

prayed to Zeus to protect him from risk. Today, you can get all the Standard & Poor's, Odyssey Re offers a broad product mix, covering

protection you need from a new global reinsurance power, the Odyssey Re property/casualty, life, marine and aviation risks, as well ,s unusual risks,

Group. With over $850 million of Gross Written Premium, on a facultative, treaty and finite basis. We can underwrite risks

and $I billion of dedicated reinsurance capital, Odyssey  virtually anywhere in the world through a searnless «global
is one of the largest reinsurance organizations in the world. network, with local underwriting autonomy for fast, responsive

Providing you with more than enough resources to chart 0*sseyRe service. Let us make your company's voyage a safe one.

SAFE JOURNEY

ODYSSEY REINSURANCE CORPORATION: NEW YORK, ATLANTA, SAN FRANCISCO, CHICAGO • ODYSSEY RE: LONDON, BERMUDA
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1998 RIMS Report

Benefits exhibitors feature comp-disability integration programs
Companies also use RIMS to display technological products

1,5 •

By MICHAEL PRINCE agement force consists of 40% nurses, approaching some selected customers
30% claims exammers and 30% voca- that they think could benefit from the

SAN DIEGO-"When m doubt, m- tional rehabilltation specialists, a mtegrated program but that also have
tegrate" could have been the motto greater percent of medical personnel started to Integrate themselves and 
thls year for exhibitors of employee than m other managed care programs, possess a strong return-to-work ethic
benefit products at the Risk & Insur- Mr Wiggm said "We're trymg to pro- "We need an employer that wants to
ance Management Society Inc 's an- vide a totally balanced program," he save money across the board, JUL -..I- ill i.,9 f i..4- 2.
nual conference said Long sald 4-=

Many exhbitors m the San Diego Tins greater emphasis on medical A different approach to mtegratlng .

-,Convention Center used the yearly evaluation and rehabihtation, togeth- workers comp and disability is by us-
gathering to showcase products that er with the company's emphasis on mg an onsite medical facility, said
integrate workers compensation with gettmg employees back to work, re- Daniel MeGrath, vp of sales for IMC
short- and long-term disability pro- turns employees to the ]ob sooner, Health Care of Jacksonvtlle, Fla
grams One exhibitor, Travelers Prop- savmg employers money, the compa- IMC can become an outsource -

erty/Casualty Corp, announced the ny says provider for a current onsite medical f

formation of its integrated product in Some companies using the Kemper center or establlsh an onsite center if
conjunchon with MetIje programs have experienced 10% to one does not exist A center can be set

Allmenca Flnancial Group of 15% drops m totalloss costs, Mr Lm- up at any facility that has at least
PHOTOS MICHAEL MARCOTTE

Worcester, Mass, exhibited its mte- demann said The result, he said, was 1,000 employees, the minimum need-
grated workers comp/disablhty prod- not only a reduction m costs but also ed to make a center cost-efficient, Mr

MedCompONE, an integrated
workers comp-disability prod-

uct, MedCompONE The product lS employees who are happy to be back MeGrath said mPER uct from Allmerica Financial
designed "so you can stop the double- at work The advantage of an onsite center is - I .1

KempeR

Group, was on display, above,
dipping from employees collecting As m the HealthyReturn program, that it controls medical costs and re- m,

both workers comp and disability," employees call a toll-free number to duces lost time, he said Two IMC
.*v- at the RIMS exhibition. Kemper

said Art Catapang, vp-underwntlng report occupational and non-occupa- chents saw workers comp costs drop '.Fr . also touted an updated version,

for Ftrst Allmerica Financial Life In- tional injunes and illnesses Employ- 35% to 50% in the first year after in- left, of an integrated product,

surance Co, an Allmerica unit stalhng their centers, Mr MeGrath nowcalled HealthyRetum Plus.

MedCompONE combines clalrns **S'·FTt)@*i)-iNIM said Li.5.,1
ff, rrfor group medical, workers comp and U=,0.. Another advantage, Mr MeGrath

disabillty coverage into one reporbng *1 1 ULAA, 0.0.-· ''' , - ' '· said, is that the company can direct Sr
'e44= .

system to save employers time and 4- 7- '- ' '' employees to use that facllity for #-1 +

money, the company says One advan- ees also are put into the Kemper net- workers comp and non-occupational
tage, Allmenca says, is that it does the work of providers that speciallze in inlunes and illnesses And because
underwntmgfor all the products This vocabonal rehabilitabon medicme IMC receives a fixed fee negotiated up 9.

enables the company to provide the Kemper also can provide total ab- front, addmg patients doesn't increase
employer one pnce for the entire sence management, meluding paid the cost of service Also, because the 1
package mek leave and leaves under the Farm- providers are not company employ-

Combined with the mtegrated ly and Medical Leave and Americans ees, employees wlll worry less that
claims-handhng and administration, with Disabilibes acts "It's kind of the their employer may influence the doc-
this wlll provide superior service and next step with benefit service and ab- tors' diagnoses, he said
save employers money, Mr Catapang sentee services," Mr Lindemann said Employees also appreciate an on-
said The underwnting is performed Travelers Property/Casualty Corp mte center, he said Employers can tell
by two sister companies, The Hanover of Hartford, Conn, used the RIMS employees the onsite center is a bene-
Insurance Corp and Citizens Insur- conference to unveil an alhance with fit and "that the company cares i

ance Co of America, both part of the New York-based MetLife for an mte- enough about them to put a medical
Allmenca Financial Group grated workers comp and disability staff on site to take Care ofthem"

Under MedCompONE, employees program Saying the two compames Rather than Integrating programs,
Visitors to the RIMS exhibit

call one toll-free number to report any create an "unbeatable team," Travel- OCI, an Information management
claims The system operates 24 hours ers Vice Chairman Stanton Long pre- company based m Cheyenne, Wyo, hall in San Diego last week
a day, every day of the year Unhke sented the program to attendees believes mtegrating information with had plenty to see, above, in-
separate reportmg systems for work- "We've come together to take dis- its WebOFI'IS system is the best way cluding an onsite clinic idea
ers comp and disability, an employee ability to another level," Mr Long to integrate workers comp and dis- from IMC Health Care, right,
doesn't have to determine what cate- said at a news conference After ability programs "Integrating mfor- and the WebOPTIS workers
gory his or her injuries fall under, workmg together for the past six mation isthe easiest, lowestcostand comp-disability information
Allmenca does that The pnogram was months, the two compames wlll at- most effective mtegratlng strategy for integration system offered by
launched near the end of 1996, it has tempt to combine their abilities and large companies," said Michael Turn- OCI (below).
garnered increased Interest the past offer select chents an integrated ap- er, OCI vp for business development
mx months, Mr Catapang said proach to workers comp and disabili- At RIMS, Mr Turner demonstrated workers comp claims

At last year's RIMS conference, ty Insurance the capabilities of WebOPTIS The then wlll be made r-ZI' S 1
Kemper Insurance Cos aggressively What distinguishes the program system gathers data from insurers and available
promoted its HealthyRetun managed from other companies' mtegrated pro- third-party admimstrators, produces Once the data is m 1
care workers comp program Building grams, Mr Long explamed, is the ap- specified analysis of the data, creates input, it is transmit- I
on that, this year the company is dis- proach to the problem Rather than reports as requested by the customer ted to Kemper, and a
playing ads for HealthyReturn Plus sellmg a product and then building a and develops benchmarks usmg all of copy is printed for '41

-V.

This program extends the return-to- system to support it, Mr Lung said the OCI customers' data The system the employer's =

work aspects of HealthyReturn into two companies have developed the gathers data involvmg disability, records Later, the --- 4

the disability arena technology and administrative system workers comp claims, group health, employer wall receive
A malor addition to Kemper's pro- for the program and w]11 bnng m cus- sick leave days and human resource a confirmation from

gram was the acquisition last year of tomers only after it has been tested systems Kemper with a claim «

Integrated DisAbility Resources Inc "We're talking about something we Mr Turner said the advantage of number All the -s
of Windsor, Conn By adding an m- know works," said James Heston, vp mtegratlng Information is that it al- transactions are en- -r,

surer, Kemper now can provide an m- and head of dlsablhty business for ;;{;,;] {lsuresurance aspect to the program that MetLife L.. ..

previously was lacking, allowing em- The integrated approach teams ty and group health while stll obtain- Electronic flling is . h Wry Yt : '-0

ployers that don't self-insure to par- MetLife and Travelers employees, us- mg mtegrated information from all of better than hhng by
ticipate m the program, said Robert mg the best systems from each com- them fax or telephone because it is more ac- mation is retained on the employer's
Lindemann, senior vp for Long pany This combmes the success and OCI was purchased m November curate, Mr Lmdemann said Fax fil- computer, he said This allows the em-
Grove, Ill-based Kemper Kemper stmngthof Travelersmworkerscomp 1997 by Portland, Mame-based mgs, he said, are not always legible, ployer to usethls information forlat-
previously offered the program only with MetLrfe's success m disability, UNUM Life Insurance Co of Amen- while telephone filing also can result er analysis or to create the required
to self-insured companies Mr Long said ca, the disability insurer, which plans m communication errors Also, data OSHA reports, he said

Kemper's move mto managed care Under the program, employees w,11 to provide more than 2,600 of its cus- mput errors can existwith fax ortele- "Therearesome people who want
for disability is a natural extension of have one toll-free number to call to tomers with the system this year, he phone reporting, while that is less to be very mvolved with the process,"
the growth of managed care from report workers comp and all disabili- said likely with electronic ftling, he said and this allows them to do so, Mr

group health to workers comp, said ty claims Five regional call centers Exhibitors also were demonstrating Each form is regularly updated to Preece said The system can create re-
John Wiggln, president of Integrated wall be establlshed throughout the some technological products Kemper reflect any changes m a state's work- ports on injury type, break down re-
DisAbility Resources, now a wholly United States Atlanta, Chicago, Dal- used the RIMS conference to show off ers comp law or regulations ports by department or location, or

owned subsidiary of Kemper las, Hartford, Conn, and San Ptancs- its new Internet claims reporting sys- Terry Preece, vp of MountainView the employer can design its own re-
What distinguishes HealthyReturn co Claims wlll be overseen by teams tem, unveiled in April Each Kemper Software Corp , showed attendees a port Kaysvule, Utah-based Moun-

Plus, Mr Wiggln said, is the focus on consisting of a workers comp special- chent wlll receive a password allow- diferent workers comp claim report- tanview released the software m
the injured worker "The emphasis is ist, a nurse and a disabihty specialist mg access to a section of the Kemper mg technology tool Called Workers November 1996 and issued an updat-
on increased quality of health care, De- The program wlll emphasize re- World Wide Web site at Companion, it's a software program ed version In March
turn to work and productivity," he turning employees to work This w11 http //www kempermsurance com that sits on a user's computer and al- Mr Preece said the company's pn-

said help reduce absentee days and m- Once access is gained, employers can lows the user to send claims electroni- mary market has been msurance com-
Another distinguishmg feature lS crease worker productivity, they said choose a state from an online map of cally to its workers comp insurer panies that provide the software to

the greater emphasis on medical case Rather than market the program the United States m which to file a One advantage of Workers Com- chents, though numerous large em-
management Kemper's claims man- broadly, MetLrfe and Travelers are claim An electronic form to report panion is that after filing, the infor- ployers have bought the product Ell
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At Liberty Mutual we understand the dilemma of every benefits manager: controlling cost in the eyes of

management while being compassionate to employees. The best managed disability program is one that does both. One

with technology like our RISKTRAC® database which allows you instant access to claims status and disability trends

analysis. And one with 500 dedicated nurse case managers who, with our extensive resources, help provide a quicker,

safer return to work. For 85 years we've been creating effective disability management programs. Working to assure

that Dave White has a safer, more secure life, and that Julie Lane's company has a safer, more secure bottom line. gi=

k There'd more information we') like to 6bare. So pleade call Phil Bruen at (617)574-5909 LIBERTY
MUTUAL

or viJit our webdite at bttp://www. libertymutual.com Thefreeclom of Liberty

Group products are offered by Liberty Life Assurance Company of Boston. a member of the Liberty Mutual Group.
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Combating entitlement attitu
By SALLY ROBERTS

SAN DIEGO-A few years ago, In-
ternational Paper Co. thought the best
solution to get facility management's
attention to rising workers compensa-
tion costs was to charge plants
$10,000 for each lost-time injury.

The Memphis, Tenn.-based paper
manufacturing giant had found that
because each facility was so large, mill
managers were more concerned about
making money than babysitting
chronic workers comp claimants, who
tended to be "problem children" in
other areas, such as absenteeism and
low productivity, explained Gary W.
Langsdale, corporate risk manager.

Senior management thought the

highly punitive allocation system
would provide a good incentive for
mill managers to get workers back to
work quickly in a modified capacity.
However, the actual result was more

confusion among workers and man-
agers, who were not educated about
the workers comp system.

These problems and others led to an
increase in what Mr. Langsdale re-
ferred as "H.Y.M.N.S." or the "Hey
You Owe Me Now Syndrome" which
results when employees believe they
are entitled to workers comp benefits.

International Paper has "recog-
nized the errors of our ways" and has
developed a better solution, Mr.
Langsdale told attendees during a ses-
sion at the Risk & Insurance Manage-

de toward workers comp
ment Society Inc.'s annual conference
last week.

That better solution includes meet-

ing with the employee/claimant to de-
termine how much of his or her issue

1998 RIMS

Report
is a workers comp claim and how
much of it is not, he explained. This
means that not only is the company
not going to settle a workers comp
claim at face value, it also is going to
deal with the pure, mean fraud cases
severely, he said. "We're going to be
compassionate with legitimate in-
jured people but deal with the bad ap-

ples severely.
The company also will direct em-

ployees to various avenues to pursue
non-workers comp matters, Mr.
Langsdale said. For example, if dur-
ing a meeting a claimant reveals that
he or she has a harassment complaint
or an employee assistance program is-
sue, Mr. Las*dale said he will direct
that person to the appropriate place to
pursue those claims. He said that, at
times, he has directed employees to
the Equal Employment Opportunity
Commission.

International Paperalso has found
that by giving managers the authority
to conduct surveillance on suspected
workers comp fraud cases, "a lot of

the mistrust goes away" on the part of

With today's spiraling healthcare costs, a single disability claim can financially injure a company. That's why you need ERC?

Our specialized Worker's Compensation and Stop Lbss coverages help companies manage increasingly complex disability
risks. Globally or locally. Better yet, it's all backed by GE. And that helps ease the pain for everyone.
ll's a world of risks. Be prepared.

Employers Reinsurance Corporation • mm.ercgroup.com • 800 255-6931

e

A GE Capital Services Company

ERC.

©ERCI998

managers toward injured workers, he
said.

International Paper is not alone in
having to deal with H.Y.M.N.S.

Gary Jennings, a senior consultant
at Coopers & Lybrand L.L.P. in At-
lanta, who also spoke during the ses-
sion, said,"The foundation where peo-
ple feel companies owe them some-
thing" comes in part from corporate

nies can afford to compensate every
worker. This creates low morale, little
loyalty and makes employees feel un-
appreciated, he said.

When employees feel unappreciat-
ed, "they will continue to look for
ways to benefit outside normal pack-
ages," he said.

At the same time, human resource

departments are being downsized,
leaving HR professionals less time to
spend on workers comp claim proce-
dures and less time to explain workers
comp to employees, he said.

Contributing to employee confusion
over workers comp are various chang-
ing industry methods, including 24-
hour coverage and managed care, not
to mention various government pro-
grams, such as the Americans with
Disabilities Act and the Family and
Medical Leave Act, he said.

"Do we have a mess or what?" Mr.

Jennings quipped.
As part of the solution, Mr. Jen-

nings suggests risk managers or hu-
man resource managers need to devel-
op standard procedures manuals on
how to handle workers comp claims
and conduct employee training. These
standard methods and reports will
help improve communication with in-
surers and third-pare-administra-
tom, too, he added.

"One of the big areas employers
miss out on is supervisory training,"
Mr. Jennings continued. Supervisors
need to be trained how to effectively
communicate with employees and
how to deal with employees so they
feel needed and appreciated, he said.
They also must be trained on accurate
absence tracking and return-to-work
efforts, he said.

Another solution Mr. Jennings sug-
gests is to integrate disability pro-
grams and workers comp into one
program. It is not 24-hour coverage,
he stressed; "it's an alternative to 24-
hour coverage." By integrating work-
ers comp with short-term and long-
term disability programs, there is one
single-entry point to the administra-
tive process, he said.

Mr. Jennings advises risk managers
and human resource managers to pull
the best practices from workers comp,
STD and LTD in order to manage
claims in the integrated program most
effectively. This means return-to-
work programs need to be instituted
for all cases, whether it's workers

comp or short-term disability. Case
management and "three-point con-
tact" also need to be used in occupa-
tional and non-occupational cases, he
said.

If done effectively, integrated dis-
ability programs willincrease admin-
istrative efficiency, enhance employee
satisfaction and remove the "double

dipping" that occurs when injured
employees receive long-term disabili-
ty benefits and workens comp benefits
because each benefit has its own ad-

ministrators and the two programs
are run independently, he said.

"Frankly, I don't believe 24-hour
coverage is ever going to cut it," said
Mr Langsdale. "But the integrated al-
ternative makes a lot of sense to me.

We've not done that yet, but it makes
a heck of a lot of sense to me."

Terry L. Varner, director of corpo-
rate risk management for Perkins
Family Restaurants Inc. in Memphis
moderated the session, and Billie Fae
Fuschi, assistant director-claims,
safety and risk management at

coordinated the session. izi
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Commitments made, trust given in return.

Promises made and kept. It's basic to our philosophy.

We are not simply paper shufflers for hire. We

ascribe to the highest standards of service, perhaps

higher than you've come to expect fom claims

administrators. We check every box, make every

phone call and follow every procedure because we

know a claim delayed is suffering prolonged.

With local experts in 670 hometowns around the

world, we stand ready to provide exactly what you

need, exactly the way you need it.That is our promise,

and we back it up with a money-on-the-table

Performance Guarantee.

Whether property, liability or workers compen-

sation, every claim represents individuals in distress.

We are helping people reassemble their lives. We are

acting for you, keeping your promises.

1-888-213-2533 e www. crawfordandcompany. com

grawlard®
PROMISES KEPT
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mployers warned of EPL lawsuit threat
By ROBERT KAZEL

SAN DIEGO-Sitting ducks.
That's what many employers are

when it comes to vulnerability to law-
suits brought by disgruntled workers.
The danger of being sued successfully
has increased, and even more dramat-

ic is the growth of recent jury awards
in employment practices areas such
as sexual discrimination. Yet many
employers take almost no measures to
shield themselves.

These were the grim pronounce-
ments of Paul VanZuiden, Chicago-
based risk management consultant
for Tillinghast-Towers Perrin. He
spoke at the Risk & Insurance Man-
agement Society Inc. conference last
week with Rod Bushnell, a plaintiffs
lawyer in the San Francisco firm of
Bushnell, Caplan & Fielding.

Underscoring Mr. VanZuiden's
point, Mr. Bushnell described exten-
sively the emerging and lucrative op-
portunities that exist for litigation
against employers today, with defen-
dants ranging from top officers to su-
pervisors and the litigant's colleagues.

A 1997 survey by the Society for
Human Resource Management and
Jackson Lewis, a New York law firm
that defends corporate clients,
showed that more than three out of

four employers do not carry employ-
ment practices liability insurance or
didn't know if they did-a fact that
Mr. VanZuiden called "amazing."

"If you have firms out there that
don't know if they carry EPL cover-
age or not, there's something wrong
within that organization. That's a
stunning percentage for firms and or-
ganizations not to have EPL cover-
age," he said.

Similarly, Mr. VanZuiden was sur-
prised that the same survey showed
that 37% of employers provided no
EPL education to employees.

Risk managers, employee benefit
managers and human resource pro-
fessionals should be aware that EPL

suits have become part of the corpo-
rate culture, with an impact that goes
far beyond the litigants themselves
and that can degrade shareholder
value for publicly traded companies,
he said. Because these suits tend to

distract the employer from all other
goals and leave a long-lasting public
relations taint, their prevention and
defense deserve attention from the

highest levels of the company, he
added.

Of course, prevention is far from
easy, Mr. VanZuiden acknowledged,
considering the wide range of federal
laws on the books that can be used by
plaintiffs. He counted 49 major feder-
al statutes, from the Taft-Hartley Act
to the Pregnancy Discrimination Act
to the Tax Reform Act of 1986, that
had the power to bring an employer
before a jury.

"Basically, the law is a murky
mess," he said.

Then what battle armor is a eau-

tious employer to wear? He suggested
this insurance as a minimum:

• Directors and officers liability.
• General liability with additional

coverage for personalinjury. The per-
sonalinjury endorsement may be use-
ful in certain narrow situations.

• Homeowners coverage on behalf
of workers, for actions deemed out-
side the scope of work.

• Employment practices liability
coverage. Can provide broad cover-
age of employees and the corporate
entity at a good price and with sub-
stantial limits.

Significant awards in corporate
discrimination cases are often given
to plaintiffs who have been tenninat-
ed, where it's obvious that there has
been material damage to a person's
life, Mr. Bushnell said. This kind of

case is "the atom bomb of my prac-
tice," and it is especially powerful in
terms of money-generating potential
when the litigant is older, he said.

"Remember, I'm going to present
this case to a jury, and I'm going to
ask that jury to award a lot of mon-
ey-often hundreds of thousands of
dollars. And I want them to feel the

pain of my plaintiff. And I need a
plaintiff that has had some pain.

"It's unfortunate that people are
not hired, it's unfortunate that they're
demoted, it's unfortunate that they're
not promoted, but unfortunately that
doesm't give them much of a casebe-
cause there's not much damage," 1VIr.
Bushnell said. "Termination for a

person with kids in college and a
mortgage and two cars and a dog and

4
l

you-name-it is devastating. It can
lead to all sorts of personal prob-
lerns."
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"I look for bad acts-I look for evil

employers," he said. One basic first
step is to obtain a copy of the employ-
ee's work record and check to see if

anything was placed there retroac-
tively, he said.

"I look for things that do not 'gut,'
things that are not fair in the work-
place, and we all know it, we all see it,
we can all smell it, we can all touch it.
It's there; it comes in all different sizes
and shapes," Mr. Bushnell said.

The key to getting a big award for a
plaintiff is pulling the heart strings of
thejuly.

"If a jury gets outraged, the jury
gets truly outraged in the behavior of
the employer, they will most certainly
give a multimillion-dollar verdict.
And that's what I think you have to
focus on the defense side-what is it

that might give the juiy the green
light, the moral authority, to do that
to an employer, even though it might
seriously damage that employer?"

To Mr. VanZuiden, that kind of se-
rious damage can be prevented by
cultivating a level of corporate disci-
pline that takes hiring and firing de-
cisions seriously. For example, an em-
ployee's hiring and work record
should be carefully documented, and

all employment procedures estab-
lished should be followed. In addi-

tion, a termination appeal process
and a harassment reporting proce-
dure such as a telephone hot line
should be created.

He also suggested the following
steps to avoid litigation:

• Establish a meaningful diversity
program.

• Have the board of directors' audit

committee review risk management
policies periodically.

• Consider using arbitration proce-
dures to avoid court.

• Along with public relations col-
leagues, respond quickly and publicly
to litigation to keep the damage under
control.

The moderator of the session was

Mark Schneider, director of iT.sur-
ance at Loyola University of Chicago.
The coordinator was Jane Rastallis of

Watson Wyatt Worldwide. ITTI

£

i it f „ lili 1 l 1

t



New retiree health funding idea suggested
By ROBERT KAZEL

SAN DIEGO--An obscure form of

medical savings account could help
retirees pay their medical expenses,
according to a public-sector risk man-
ager.

Pierrette E. Ray, risk manager for
the city of Westminster, Colo., for
more than two years has been study-
ing a little-known portion of the In-
ternal Revenue Code, a subsection
called 401(h) that seemingly would al-
low employers to set aside a portion of
workers' pension accounts for use in
retirement for health carE-related ex-

penses.

Westminster, a community of about
95,000 people near Denver, has a mu-

nicipal workforce of 740. Although

they are on average young, these
workers will increasingly face the
need for health benefits during retire-
ment, Ms. Ray said during a session at
the Risk & Insurance Management
Society Inc.'s annual conference in
San Diego last week.

In trying to find a benefit that
would be affordable for the city and
tax-advantageous for the retirees,Ms.
Ray stumbled upon a subpart of the
IRS code's Section 401 that, unlike the

immensely popular 401(k) plan, ap-
parently hasbeen tried by no employ-
er to date since its passage in 1986.

Ms. Ray said that although the
401(h) provision "has been in the code
for ages," she knew of"no one in the
nation" that had one.

"I suspect the reason is that at the

MAY WE SUGGEST A WISER

ALTERNATIVE TO HELP EMPLOYEES

REACH THEIRFINANCIAL GOALS?

-,·42.

time that some of these programs
were put into place, most pension in-
struments were fully funded by em-

. ' 9*8IB LMS]R

ployers, and most pension prigrams
included some lond of prepaid retiree
medical as part of the pension benefit.
Well, here we are now.- .years later,
and things have changed ec,nsider-
ably. We have employers backing
away from commitments to pay for
retiree medical erpenses."

According to the IRS code, the plan
would work this way: The employer
and employee would make contribu-
tions over time to an account embed-

.if

ded within a qualified pension plan,
with the funds being tracked and ac-
counted for separately during, for ex-
ample, an investment process. Both
public and private employers are eli-
gible for the fund.

The law limits the amount of the

40101) portion of the pension reservoir
to 25% of the account balance for that

employee.
The 401(h) money could be with-

drawn, but only to pay medical, den-
tal or eye care expenses. Health ex-
penses of spouses and eligible depen-
dents also would qualify.

The law provides that money in the
savings account may be invested and
that earnings and expenses are to be
allocated on a fair and equitable ba-
sis.

One of the biggest issues

employers face today is help-

ing employees plan for their

financial future. Odds are, we

can help.
SM

Introducing MoneySense.

MoneySense personal

financial education and

advisory services give your

employees the financial

know-how they need. From

comprehensive seminars and

easy-to-understand materials

to personalized financial

plans and individualized

assessments with a licensed

financial advisor.* And it's all

conveniently offered at work.

MoneySense also adds

value to your benefits pack-

age without adding cost.

And perhaps best of all, it

integrates information about

your company benefit and

retirement programs. Which

can help employees better

appreciate - and participate

in-those plans.

So stack the odds for the

fture in your employees'

favor. Give them MoneySense.

Call us at (612) 342-3063

for information.

RELIASTAR

Business Insurance, May 4, 1998 / 21

When the employee retires, the
funds in the 401(h) account stay in the
qualified pension plan and may be
spent tax-free by the retiree for
health-related expenses, without any
limit. Each employer would be able to
determine how to administer such

programs, Ms. Ray said. No expendi-
turns are allowed on items not health-

related, and unused money in the ac-
count would revert to the employer
after all health care bills are met-

when the employee dies, for instance.
According to the law, a variety of

health care-related uses for the mon-

ey would be permissible.
"When you get around to retiring

and you are dispensing out this mon-
ey, as long as you use these funds for
an authorized, approved medical ex-
pense, and there are just a ton of
them-about the only thing that isn't
approved is cosmetic surgery-then
you kind of have the potential here of
boosting the buying power of your
pension dollars for an expense you
know you're going to have, which is
retiree medical," Ms. Ray said.

There is no dollar limit to how

much can be taken out of the 401(h)
account in a year. "This is very ditfer-
ent from any other plan that we have
in the code," she said.

Payments such as Medicare premi-
ums qualify under the plan and re-
main non-taxed. The plan may be
used in combination with defined

benefit or defined contribution plans,
including 401(k) plans, and employees
mayput into the fund as much of their
salaries they wish up to the mannum
of one-quarter of their overall pension
account balances. Employees can de-
termine how much to allocate to the

accounts based on their predictions of
health care ecpenses they'll incur dur-
ing I·etirement.

The accounts are not intended as

pensions in their own right.
"The 401(h) plan flows out of your

pension plan, and the IRS code specif-
ically states that the retiree medical
benefits are subordinate to the retire-

ment benefits provided by the plan,"
Ms. Ray said.

Also, employees may not make vol-
untary contributions to the fund apart
from pretax payroll deductions.

"Voluntary contributions do not
qualify and are not eligible for the
401(h) program because they are
made after taxes. One of the (main)
purposes of the 401(h) is that themon-
ey goes into your pension account, in
a defined contribution structure, and
this is all pretax dollars.

"The employee contributions are
pretax, and, of course, the employer
contribution is pretax. Then when
you're setting up your 401(h) account,
those monies remain pretax. To take
voluntary contributions that have al-
ready been taxed and put them in
there, you're going to screw up the
bookkeeping," Ms. Ray explained.

Despite the potential advantages,
some employees will hesitate to set up
a 401(h) plan, because it requires that
the employer maintain custody over
the money until the employee demon-
strates proof of medical need. For
those workers, Ms. Ray suggests they
not even open a medical account, be-
cause it will not satisfy them.

Ms. Ray, whose city government
signed off on her plan but is waiting
for the IRS to issue a private-letter
ruling on the city's request to create
the 401(h) accounts, believes approval
is being delayed because even govern-
ment experts are unfamiliar with the
long-forgotten regulations.

"It has really turned out to be quite
an adventure," she said. "There are

things about being a pioneer that give
you a stimulation. This is (my) retire-
ment goal, and someday I will have
this done. I will have a private-letter
ruling on my wall."

Patricia Frahm, risk manager of
ACX Technologies of Golden, Colo.,
moderated the session. EN
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Be flexible in fighting ergonomics problems: Speaker
By GAVIN SOUTER When the PI oblerns arise, quick gonomles problems can be simple and Once problems arise, they often can to spend moie to prevent injunes, but

medical action should be taken, a inexpensive, Ms Simonian said For be fixed quickly and inexpensively, nevertheless, they should make the
SAN DIEGO-"One size does not doctor said example, those responsible for an or- she said Many devices can easily be investment, she said

fit all" aze six words everybody m- Ergonomics problems can be garnzation's ergonomics should spend fitted to equipment to prevent repeti- For example, people who use com-
volved m eigonomics shoula remem- solved by impioving or replacing of- tive motion in]Unes, she said puteb and spend a lot of time on the
ber flee equipment, but there are no uni- For example, simple monitor Insert phone often crunch the receivers be-

t_That advice comes from Pamela versal solutions, said Ms Simonian can prevent neck and back pI oblems tween their shoulders and heads,

Simoman, assistant vp-risk services "So don't go out andbuy the same E, n :,I„di,-w ,' j*' FY@-1,16,6. by bringing monitors to apploprlate which can cause a wide range of
at Sedgwtck of California Inc in Or- chairs for everyone," she said *liti22 heights, soft wrist rests on sharp problems In those cases, companies
ange, Califf Even the most sophisti- As repetitive motion injuries are as much time as possible walking edges can help prevent wrist mlunes, will have to buy headsets, she said
cated and ergonomicall> sound becoming such a large issue for many around its offices and work sites to a mouse bridge on a keyboard brings "They cost between $200 and $300,
equipment will not suit er ery em- companies, detailed and time-con- see how employees position them- the arm closer to the body and can but they will prevent inlunes All of
ployee in a company, she said durmg suming analysis of equipment some- selves as they work, offermg hints on help prevent mjunes in the wnst and the people in our claims department
a session on ergonomics during the times is required to prevent injuries, how to work more comfortably and arm, and sliding staple removers can have headsets because they are con-
Risk & Insurance Management Soci- Ms Simonian said "One of the com- trying to stop problems before they help prevent repetitive injuries in tmually on the phone and doing corn-
ety Inc conference last week panies that I work with measures ev- senously affect worker'S, she said people who use Jaw-type staple i e- putei work "

Consequently, companies should ery individual for elbow height so Workers also should get regular movers fiequently "Gadgets don't When repetitive motion mlunes oc-

try a range of devices as they seek to that they can all have their work sta- training in ergonomics to help them have to be expensive, and they can cur, medical intervention often is nec-
build safe working environments, Ms lions at the right height " become aware of the issue and how to make a lot of difference," she said essary, said DI Randolph P Jones,
Simonian said But solutions to many basic er- avoid munes, Ms Slmonlan said In some cases, companies may have medical director of East Edinger

Medical Center in Santa Ana, Calif
However, the intervention should be

organized m phases to correct the
problem as efficiently as possible, he
said

For minor complaints, doctors
should be brought in to provide ad-
vice on any simple exercises that

lem, in conjunction with manage-
-4

X

could be used to alleviate the prob-

, 4,

.1. I ment's efforts to improve worksta-
94 ;  j tions and training, Dr Jones said

.

For complaints in the second phase,
which involves pain that won't go
away but has not developed intof

*#F ;*, ' numbness, the doctor should be con-

suited about any medication or de-
vices that could help At the same

\1

time, the workstation should be re-

,$ evaluated "If it is not getting better
within two to three weeks, then get a
testmg done by a specialist," he said

In the final phase, surgery should
be considered, he said Surgery can

21 mclude cutting the carpal ligament In
the wrist Such surgery relieves the

F NI pain but does not totally heal the
r.

t problem, Dr Jones said Patients will
suffer a loss of strength in the hand,
and it often can take several weeks

J before they can return to any kind of

54

work

When they do return to work, em-
ployees who have had carpal-tunnel

f
surgery are often more susceptible to

-1
future repetitive motion injunes than
are people who have not undergone
surgery, Dr Jones said

This isnot anaccident. While dfferent approaches must be
taken to solving ergonomics prob-
lems, r ecent legislation in California

1
7/i has piovided simple, useful guide-

lines to ensure that companies deal
b with ergonomics problems, a workers

,F

' .''* 44% compensation manager added

f'k Ergonomics standards Introduced
last year provide reasonable, flexible
guidelines on ergonomics issues, said

A Diana Jemme Rich, workers compen-.0.

sation manager at Freedom Commu-
.0 0 0. . , . 0 . nications Inc in Irvine, Calif

0 . ... The standard, which took effect on0..,
July 3, 1997, compels employeis to

0 00-
. correct problems that cause repetitive

. .0 0 motion Elmies in a timely manner
0 .

and provide training to employees to
help alleviate pIoblems

A Importantly, employers need act. 0 00.

only when a repetitive motion injury
affects moze than one employee doing
similar work, Ms Rich said "It recog-0 -

0. 0 nizes that el gonomles processes are
. 0 ...

. 0 not going to holve every pr oblem so
it allows you to have one claim for

-0 . 0 free "

. .0-
Howevei, the standard does not

cap expenses that employers mav in-
I .0- Cul to solve problems But while em-

ployers have to spend "whatever it
A,,

..0- .. takes," Ms Rich stiessed that er-

gonomics problems affect both pro-
0 §8

ductivity levels and morale in the
..

workplace Therefore, Ahe said, it iS
often in an employer's best interest to
fix the problems even 11 the solutions
are expensive

Ms Rich moderated and COOIdinat-

ed the session
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Agent/Broker Topics

Sharing in clients' risks and profits
Agents, brokers can earn more from business by forming captives, alone or with insurers
By ROBERTO CENICEROS risk and earn an underwriting brokers are assuming risk, insurers entities, purchasing groups, risk re-

profit rather than pass all the risk participating in the deals are not tention groups and captive insur-

orward-loc king agents to an insurer. The risk-sharing ar- as likely to abandon a program, ance companies.

F
and broked are forming rangements are adding real mean- several experts say. Insurers in- Independent agents increasingly

their own captive insur- [ng to the tired cliche of volved in the process have more are discovering they also can earn

ance companies to pro- "insurer/agent partnerships," par- assurance than ever that agents an underwriting profit and set un-

tec their best customers ticipants say. will place only their very best and derwriting guidelines for a pro-

and earn additional in- Some agents are starting their most profitable business into an gram or niche they want to pro-

come from existing books of busi- own captives, while others have arrangement where tliey are as- tect from market vagaries, such as

ness. turned to insurers that are expand- suming risk. changing pricing, changing insur-

1he drive tj form offshore cap- .ng their business of helping The formation of agent captives er management or vacillating ir_-

tive insurance companies is agents establish offshore captives, is the fastest growing trend sweep- surer strategies, several experts

changing agent and insurer rela- a change from merely issuing ing the alternative insurance mar- said. To do so, agents and 1,rokers

tions as agents and brokers assume them policies. Because agents and ket, which includes self-insured sometimes are teaming up and

How much did you say that umbrella coverage cost?

D D

* I

1

j ;\ 2 9 11 oy

Ial .

it 9 1 9319
turning to several insurers and al-
ternative-market vendors eager to
help them establish offshore cap-
tives.

"It's just booming. We are prob-
ably working on 12 prospects right
now that are agency captives,"
said Gary Osborne, senior vp for
USA Risk Group, a Montpelier, Vt.-
based alternative risk market

provider. "The offshore captive
market is chasing it because they
see a need ariel an opportunity.
The agents need some way to sta-
bilize their livelihood."

Mr. Osborne and others say a
captive can work best for niche, as-
sociation, or program business.
The policyholders share similar
risks, and their agents have a
strong understanding of that book
of business and its potential losses.

Agents will want to use the strat-
egy only for their most profitable
business with the best loss expeli-
ence, Mr. Osborne said. Even a few

losses could sting substantially.
But even if the captive just

breaks even on the underwriting
side, there is still a potential for
agents to earn investment income
from the premiums paid into the
captive, experts said.

Most agent-1 tin captives current-
ly are being fonned toi' commer-
cial customers that need a variety
of coverages, such as day care cen-
ters or professionals needing liabil-
ity coverage.

However, one agency captive
began writing personal lines cover-
age just last month. It was formed
in Bat'bados by 17 independent
agents in South Carolina.

But it is difficult to place person-
al lines coverage in a captive, Mr.
Osborne said.

In the current soft niarket, di-
rect-writing insurance companies
usually can provide competitive
rates for personal lines business.
Agents would have to match those
rates and cover several captive op-
erating costs. Agency captive oper-
ation costs can run froni $50,()00
to $1()(),00() a year and include
captive manager and actuary ser-
vices and government and legal
fees, Mr. Osborne said.

To make a captive worthwhile
takes a book of business that pro-
duces a minimum of about $2 mil-
lion to $5 niillion iii annual pre-
mium, depending on the risk and
other factors, Mr. Osborne said.

Most agent captives are being
formed in Barbados and the Gay-
man Islands, in the British West

Indies. They have to be formed in
offshore captive domiciles because
they generally are writing purely

See Captives on page 26/)
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Continued from page 26B
third-party business, Mr. Osborne
said. States that have regulations
and the infrastructure for the for-

mation of captives, such as Hawaii
and Vermont, strictly limit cap-
tives from insuring third-party
business.

Many of the insurance facilities
being formed for agents are rent-
a-captives, which are existing fa-
cilities that can provide capital,
surplus and legal capacity. But
wholly owned agency captives are
also common, observers said.

Independent agencies and bro-

kers of all sizes are flocking to par-
ticipate in captive arrangements,

said James R. Parry Sr., executive
vp of Meadowbrook Insurance

Group in Southfield, Mich.
"We're seeing all sizes and from
all sectors," he said, "from the na-

tional brokers, good regional
agents and high-quality local
agents. From agents that are for-
ward-looking to bringing in the
next millennium."

Meadowbrook manages captives
and helps agents establish them.
The insurer will quota-share the
risk with the agent. As agents see
banks and other financial compa-
nies moving into insurance, while
insurers vacillate over time on

what they will cover, agents are
turning to captives to assure they
can provide their best customers

' 11 the agent is in risk-
sharing, it strengthens the
relationship' belween

agents and insurers, says
Richard P. Marshall.

continuous coverage, Mr. Parry
said. From 1996 to 1997, Mead-
owbrook saw a 30% increase in

the number of agency captives it
manages. Inquiries to Meadow-

brcok's World Wide Web site also

have increased.

Richrd P. Marshall, vp of the
alternat.ve risk division in Rock

Hill, N.Y., for Frontier Insurance

Co., has been in the insurance

business since the mid-19605.

Throughout the years, he has con-
tinually heard the empty cliche
about insurer and agent gartner-
ships, he said.

Bu. insurers who partner with
agen:s in establishing captives re-

ally will find it harder to divorce,
he said. Because agents know they
are shasing risk and earn.ng an
underwEiting profit and invest-
ment income from premiums, in-
surers will find it too profitable a

Tbeyzviusell INSURANCE.

we 7viu promise ASSURANCE.

Many companies can sell insurance, but can

they give you assurance? Assurance that your

phone call will be returned. Assurance your

questions will be answered. And assurance

you'll always be treated warmly and with

respect. This is, after all, a business built on

meeting the needs of people.

It's something we've never forgotten.

We're Standard Insurance Company and

we sell life and disability insurance and

retirement plans for individuals and groups

plus group dental. But, the truth is, we're

really much more than just an insurance

company. We're a people company. That's

because we know our services mean nothing

without solid, long-term relationships with

people like you.

So, the question is, who do you want to

work with? Someone big? Someone small?

Fortunately, we're both. We're large enough

to provide the products you demand, yet

small enough to offer the quick and personal

service you need to stay on top. Did we

mention knowledgeable representatives?

You'll get those too.

What's more, we'11 keep our promises

because we know there are people out there

relying on you to keep yours.

For more information about working

with our unique company headquartered in

Portland, Oregon, call us at 1-800-642-9888

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

STANDARD INSURANCE COMPANY

People. Not jltst policies.®
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business to ever walk away from
the arrangement.

"The fact is, if the agent is in
risk-sharing, it strengthens the re-
lationship," Mr. Marshall said.
"You have the salespeople who
are out there selling the product,
actually taking the risk."

Frontier has now helped arrange
14 agent captive programs and is

working on several others. Most
have been formed in the past two
years, Mr. Marshall said.

Frontier can work as a fronting
insurer, issuing policies for the
agent's customers. Frontier will
also quota-share with agents, with
the percentage of risk assumed by
agents and the insurer varying
widely.

In fronting arrangements, the
agents actually become reinsurers,

even if they accept first-dollar risk.
The 17 South Carolina agents
who recently formed the Barbados
captive have a 50/50 quota-share
arrangement on the first $100,000
per claim with Frontier. Policies
are issued by Lyndon Property In-
surance Co., a St. Louis unit oi

Frontier rated A+ by New York-
based Standard & Poor's Corp.,
said James H. Suddeth, president
of Keenan Insurance & Financial

Service Inc. in Columbia, S.C.

Mr. Suddeth said he pooled the
17 agents together because insur-
ers serving independent agents
began leaving his state in 1989
after regulators rejected insurer
rate increases.

The share of insurance that the

state's independent agents place
has declined to about 2596 from

52% in recent years, Mr. Suddeth
said. Meanwhile, direct writers

have been making a healthy profit
in South Carolina. "The indepen-
dent agency system lost some-
where around $35 million in

commissions because of the aban-

donment of the market by OUI
companies."

Originally, Mr. Suddeth thought
of creating a domestic insurance
company. But state regulators re-
quired about $4 million to capital-
ize such an operation. An offshore
captive required only about $ 1
million, he said.

The agents involved in the cap-
tive, named The Masters Insur-

ance Co. Ltd., are able to spread
their risk because their agencies
and business are spread through-
out the state. They have a market
target defined by consumer educa-
tion and income level, and Lyn-
don has placed a dedicated claims
adiuster in Mr. Suddeth's office.

A captive arrangement with an
insurer eliminates "the inherent

conflict" between agents and in-
surers, Mr. Suddeth said. Agents
are no longer arguing with under-
writers over what risks should be

acceptable. And agents are no
longer on the bottom of the food
chain, merely earning a commis-
sion paid out by insurers.

"This gives us the opportunity,
quite frankly, to be on top of the
food chain," he said. "It's chang-
ing our relationship with insurers
substantially, with the way we
used to think, with the way we are
going to have to think." Ell
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ECS Underwriting meets the environmental insurance needs of clients like yours,
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pollution exposures they don't know about. That means new opportunities for you.

Call ECS Underwriting at 800-ECS-1414. We'11 help you capitalize on the
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Electronic interfacing gains ground
Internet technology will increase agency/insurer communication, experts predict
By SALLY ROBERTS

gendes and insui-
ers continue to take

advantage of the
benefits of elec-

tronic interfacing.

Single-entry multi-
ple company interface, or SEMCI,
while not a new work flow con-

cept, is gaining momentum. By

electronically uploading and

downloading policy information

to each other, agents and insurers

are realizing they can work more
efficiently, save money and en-
hance relationships.

And with new Internet technol-

ogy growing in popularity and

use, the SEMCI concept is bound
to grow even more in the future,
experts predict.

According to IVANS Inc., SEMCI
is growing among agencies and in-
surers. The Greenwich, Conn.-

based technology service organiza-
tion that provides the necessary
platform for agencies and insurers

to electronically communicate via
different systems says 71 ,342 pairs

of insurers and agencies are cur-
rently interfacing.

That figure represents propri-
etary connections as well as
SEMCI connections. It includes

agencies that interface with just

one company and those that in-

terface with as many as 19 compa-
nies, explained [VANS' President
Dan Carmichael, who moderated

a patiel discussion on current
agency/company interface tecli-

nology online during a keynote
session at the Insurance Marketing

& Management Services 25th an-
nual conference held in San Fran-

cisco last month.

While current interfacing occurs
via agency management systems

with batch upload and download

features using the same protocols
for all insurers, the onset of Inter-

net technology holds a future of
conducting policy transactions
online in real time.

"Just when we thought it was
safe to do SEMCI, here comes the

Internet," quipped Hugh Ander-
son, enterprise architect at The

Hartford Financial Services Group
in Hartford, Conn. The Internet

not only will leverage growth op-
portunity as an agency interface
tool, but it also provides informa-

Mon on products and services; in-
terface and collaborative commu-

nication with brokers, insurers and

customers; access to online under-

writiiig tools; downloading of soft-
ware; and individual World Wide

Web sites for marketing purposes,
Mr. Anderson said.

"Internet technology comple-
ments The Hartford's current

agency interface strategy and en-
ables us to extend its functionality
and reach," he said.

"The next generation of SEMCI
will be browser-involved," accord-

ing to Barry Hollandsworth, agen-

cy automation manager at insurer
Royal & SunAlliance USA in Char-

lotte, N.C.

"We're very supportive of the
SEMCI process. It's a work process
that is mandatory for agencies and
companies to reduce expenses arid
to be competitive in the insurance

market," he said. "Our philosophy
is ease of doing business. TI iat's
why SEMCI and the Internet are

so important."
Royal & SunAlliance recently

polled 599 of its personal lines
agents and found that 59% of

them were SEMCI-capable and

that 67% will be by the end of
1998, Mr. Hollandsworth said. The
insurer also found that 38% of the

agents had Internet access in their
offices, but 92% have plans to use

the Internet in some capacity by
the end of the year. "We think it's
very important for agents and bro-
kers to be (Internet) enabled," he

said.

Larry Acord, vp-marketing for
National Grange Mutual Insur-
ance Co. in Keene, N.H., said he
believes that in order to succeed in

the future, National Grange needs
better alignment between its agen-
cy force and the ultimate buyer.
"We feel the Internet creates flexi-

bility to really meet evolving de-
mands" put on insurers, agents
and customers, Mr. Acoid said. In

the future, Internet technology
will support improved customer

service, enhance agency/insurer

relations, improve accessibility of
industry information and be cost-
effective, he predicts.

In the meantime, batch upload-

ing and downloading is the best
way to interface, the panelists
agreed.

Colitimied oil next page



Continued from previous page
While the Internet is great for

browsing, research, sending and
receiving e-mail, updating soft-
ware and obtaining up-to-date
policy manuals, there are disad-
vantages right now to Internet in-
terfacing, said Nancy Edwards, as-
sistant vp and director of special
products for State Auto Insurance
in Columbus, Ohio.

First, there is a cost issue, she
said. Internet interface is not inte-

grated with agency management
systems. So not only does every-
one need access to the Internet,

but multiple-modem technology
and high-speed phone lines are
expensive. Ms. Edwards estimates

the initial installation and hard-

ware can cost $2,500, and one

can expect between $250 and
5500 in monthly charges for spe-
cial phone lines.

Security also continues to be a
concern, albeit a "diminishing"
cne, Ms. Edwards said, adding
tha: reliability and connection
sped also can be a disadvantage.

Someday, maybe or.e to three
years from now, the Internet will
be a great place for high-volume
pol.cy transactions Ms. Edwards
predicts. "Right now, batch up-
loading and downloading is a lit-
t}e better because it is less expen-
s-ve and easier to manage," she
saic. EI]

Bringing in new business key
for agencies that want value
By SALLY ROBERTS

 ndependent agendes thatplan to be high-value agen-
des in the new millennium

need to put their efforts into
generating new accounts, ac-
cording to an agency man-

agement consultant.
The primary impact on agency

value is nor insurance rates or direct

writers or the alternative risk financ-

GA

ing market or banks or the Internet
or the lack of Capital c,r the lack of

perpetuation planning, said John
Jaques, who owns his own consult-
ing firm, Johr H. Jaques Inc., in Palo
Cedro, Calif.

'The biggest issue hampering
agency value is lack of net client
count," Mr. -aques said. "Agendes
are not adding enough new cus-

"

tomers each year.
"We keep rearranging the deck

chairs with automation, technology,
staffing mission statements, but
we're not adding new clients. The
rest is secondary," he said.

Mr. Jaques discussed what he be-
lieves needs to be done in order to

improve agency value during a
keynote session at the Insurance
Marketing & Management Services
annual convention in San Francisco

last month. There are five keys to ob-
taining high agency value 10 years
from now, Mr. Jaques said.

• First, agendes need "consistent
annual net client count increasing in
all segments," he said. Agencies need
to become more marketing-focused,
sales-focused. Mr. Jaques describes
these as "two completely different

4 *MencY'

Insurer

Relatiohs

terms, philosophies and concepts."
A good marketing effort will create
opportunities to make sales, he said.

• Second, agendes need to in-
crease employee productivity, Mr.
Jaques said. "Productivity results
from hiring quality employees and
the ability to provide training, edu-
cation, skill building, work flow de-
sign and motivating leadership," he
said. "This is the prindpal responsi-
bility of prindpal owners that's re-
quired for increased productivity."

Productivity is not the "net result
of automation," Mr. Jaques warned.
"It helps, but it's not in any way,
shape or form a magic pill."

• Third, agencies need to recog-
nize that an agency is "an insurance
risk indicator and information pro-
cessing organization," he said. "It is

not a sales organjzation." Eighty per-
cent of the day-to-day activity of an
agency should be identifying risks
and providing information, while
the rest should be devoted to mar-

keting Mr. Jaques recommends.
"You must make it easy for dients

to do business with you," he said.
• Fourth, agendes need to place a

higher emphasis on insurer rela-
tions, Mr. Jaques said. Agendes need
to work with insurers to develop
new products and generate enough
critical mass with them-43 million

to $4 million in premium volume
to obtain the best underwriting as-
signments and underwriting flexibil-
ity, Mr. Jaques said.

• Fifth, agendes need to develop
more depth and breadth to the ser-
vices they provide each client, he
said. "You become much more im-

portant to each client. Selling only
See IMMS on next page
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property/casualty policies" will not
work to retain clients in the future.

Among his recommendations,
Mr. Jaques told agents that they
must get bigger. "Critical mass is the
key, not economies of scale." Critical
mass will offer agents the ability to
compete, to increase their level of
service, to afford quality employees,
to improve insurer relations, and to
improve customer service," he said.

"The worst position possible to be
in in the new millennium is be-

tween $750,000 and $2.5 million in

gross commissions," he said. 'Why?

Because you don't have any capital
to grow." An agency that size will
not be able to develop new produc-
ers, attract highly successful produc-
ers, afford quality management, or
provide meaningful volume to in-
surers. The owners will be spread too
thin, and there will not be enough
key people to form a pool for perpet-
uation, he said.

Mr. Jaques also recommends that
agencies seek partners and form "a
local or regional powerhouse." The
very best firms today generate more
than $10 million in commissions,

have multiple owners to run the
businesses and have critical mass for

insurers. They will provide altema-
tive risk financing, risk manage-

ment, loss control, daims manage-
ment and captive management ser-
vices, he contends.

In profiling what he sees as a high-
value firm in the year 2008, Mr.
Jaques said the agency will have
these characteristics:

• Gross revenues exceeding $6
million.

• $500,000 in average commis-
sions per producer.

• Producer compensation of no
more than 20% of renewals.

• An average of $225,000 in com-
missions per employee.

• The average non-producer staffer
will make $50,000.

• An internal growth rate of 7.5%
to 10%.

• Three to five owners who own

more than 10% of the agency, but
no owners who own more than

50% of the agency.
In terms of the breakout of a high-

value agency's book of businesses,
Mr. Jaques said 25% will be com-
mercial lines, 10% personal lines,
15% association or specialty lines,
15% risk management fees, 25%
employee benefits and 10% pension
and retirement.

'This is the minimum basket of

goods and services you must carry
out to new clients in the new millen-

nium," Mr. Jacques said. "Why? Be-
cause Citigroup will be offering this,
and Sandy Weill will figure out how
to do this without you." Ell
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on rail coverage.
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Georgia
eases

agent rule
eorgia is the

streamline in-

surance regula-
tion by mini-

mizing the

need for a resident agent to
countersign an insurance con-
tract written by a non-resident
agent for an in-state risk.

The popularity of the trend is
marked by Kentucky and Iowa
repealing similar laws in the past
two months. Eight other states
and the District of Columbia

have repealed similar laws dur-
ing the past two years, according
to the Alliance of American In-

surers in Schaumburg, Ill.

Georgia Gov. Zell Miller eased
countersignature requirements
last week when he signed H.B.
862, which limits the instances

in which a resident agent's signa-
ture is required on an insurance
contract to make it binding.

The law, which took effect im-

mediately, eliminates this re-
quirement for non-resident
agents who represent only one
insurer and for the companies
that do not use agents to sell
their polides in the state. How-
ever, all independent agents still
are subject to the requirement.

By signing this bill, Gov. Miller
demonstrated his desire to facili-

tate sales of insurance across

state lines, encouraging competi-
tion, said Robert W. Herlon&
manager of the Southeast region
for the AAI in Atlanta. "This, in
turn, will increase consumer
choice. The bill also will stream-

line company operations and
save insurers and agents the
postage, stationery and handling
costs associated with countersig-
nature requirements," he said.

A proponent of reducing
countersignature requirements is
North Dakota Insurance Com-

missioner Glenn Pomeroy, presi-
dent of the National Assn. of In-

surance Commissioners. He says
the requirements are an example
of the type of laws and regula-
tions that regulators should
eliminate to facilitate cross-bor-

der commerce.

According to the Alliance, the
eight other states that have elim-
inated countersignature require-
ments in the past two years are
Arizona, Delaware, Illinois,

Kansas, Louisiana, Mas-

sachusetts, Oklahoma and

Texas. However, it also identified
nine other states that still have

"absolute" countersignature re-
quirements: Alabama, Florida,
Mississippi, Nevada, Pennsylva-
nia, South Carolina, South
Dakota, West Virginia and
Wyoming.

-By Meg Fletcher



:Big r eyeing purchase of savings bank
IIAA-owned thrift will help agents serve policyholders' financial needs, officials say
By AMANDA MILLIGAN

opposing banks in
insurance, the larg-
est association of

independent
agents views its in-

tent to acquire a federal savings bank
charter as a proactive, member-tar-
geted venture rather than a reaction
to recent court decisions and pend-
ing legislation.

Independent Insurance Agents of
America Inc. President Bud Wilson

said his association will purchase an
existing bank that will serve the fi-
nandal service needs of customers of

the Big I's 26,000 member agencies.
The bank, which has yet to be
named, will offer loan quotes, pro-
cess applications and issue mortgage
and automobile loans via a toll-free

customer call-in service. Referring
agendes will receive an undisdosed
commission for each completed
transaction.

"We believe that we know the cus-

tomer as well as the bank does," said

Mr. Wilson, who also is chairman of

Chula Vista, Calif.-based Wilson In-

surance Agency Inc. "The banks are
moving into our areas, and it doesn't
make sense to abandon any seg-
ments of the market to the banks or

anyone else."
This endeavor will give the Big I's

bank, in essence, 26,000 branches

and 300,000 agents as a "potential
sales staff," Mr. Wilson said.

Paul Equale, executive vp for pub-
lic affairs for the ILAA, said this bank

would "dwarf' Citigroup-the
name of the entity to result from the
proposed merger of Citicorp and
Travelers Group Inc.-in the num-
ber of nationwide locations. "We

will be the largest bank in America,"
he said.

The I[AA's plan to acquire a federal
savings charter was approved by a
unanimous vote of the association's

board of directors. Mr. Wilson said

he has received letters of encourage-
ment from member agendes; how-
ever, until recently, the IIAA has not

"had the resources or expertise" to
buy a bank.

Joan Haddock, president of PIIAC,
a combined association of the Col-

orado chapters of the National Assn.
of Professional Insurance Agents and
the Big I, was at the IIAA board meet-
ing when the vote was cast.

"I was amazed at the overwhelm-

ing support," said Ms. Haddock,
who also is corporate secretary for
Haddock Insurance Agency in Boul-
der, Colo. "I would have thought
there would have been the percep-
tion, Now, are we any better than

they (the banks) are?
Both Ms. Haddock and Mr. Wil-

son said the 1996 Supreme Court
Barnett decision, which held that
banks could sell insurance in towns

of 5,000 or fewer residents, changed
the minds of many insurance agents
on the issue of banks in insurance.

"Yes, I think some minds did

change," said Mr. Wilson, crediting
the dedsion with "opening the

floodgates" to allow intern$1gling
of the two industdes. "We don't

fight banks. They are a very critical
part of our economy, but so is insur-
ance."

While Congress has yet to address
pending legislation regarding regula-
tion of both insurance and the fi-

nandal services sector, many agents
feel Barnett has made crossover ac-

tion possible in smaller markets.
"Congress is way behind the

times. They're tied up in knots, and
the market is moving on without

them," Mr. Equale said. He said
Congre:s' inactivity has :.purred the
Big I to plan to purchase a thrift as
well, oreof many business strategies
the group expects to unveil in the
near future

'Thele are many other irons in
the fire" he said. 'This s not your
father's tade association an>more."

I[AA officials emphatically state
that this venture will nct affect the

political stance of the association.
"There's no conflict ideologically.
philosophically or pradically with

the reforms in front of Congress,
Mr. Wilson said.

The Big I still endorses H.R. 10.

which would provide for the funo
tional regulation of many aspects of
finandal services, from banking b
insurance. Functional regulation,
Mr. Equale said, requires that a con>
pany be supervised by the approp#
ate regulator for each type of service
it provides.

Following this approach in pu>
chasing the thrift, Mr. Equale saa
this division of the IIAA should be

-12>
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regulated by the Office of Thrift Su-
pervision. "The purchase of this
charter is a business venture, not a

political one," he said. "We are
putting our money where our
mouth is."

BuLding internal mechanisms
through a for-profit division was one
way tne Big I began to make this ini-
tiative happen. "Our assodation is in
a very strong cash position," Mr.
Equale said, and the national board
of ditectors voted to allocate funds

from contingency assets to begin the
process-

Both Mr. Equale and Mr. Wilson
said $50,000 was used as seed

money, and the board's vote allows
See Bank on next page
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for $1.5 million "earnest" money to
be spent.

Ed Annstrong, president of mem-

ber services, said membership dues
will not be impacted by the pur-
chase of a thrift.

Twelve banks in the Washington
area are being considered as poten-
tial candidates for purchase, Mr. Wil-

son said. Talegis, a Reston, Va.-based
consulting firm, is scouting viable
banks and personnel for the assoda-
tion.

"Candidates for purchase will be
savings banks that haven't been able
to reach out to enough customers in
their local area," he said.

Richard Davis, chairman of the

IIAA's new products task force, said
the Big I hopes to purchase a bank

within the next 12 months.

IIAA offidals said the bank will be

capitalized with stock, and Mr. Davis
said member agendes interested in
using the bank's services will be re-
quired to purchase a "low mini-
mum" amount. No dates were given
for the purchase of the stock or the
opening of the new bank.

More information, such as a "how
to" brochure, will be distributed to

member agendes, and interested

agencies will receive face-to-face in-
formational visits by IIAA staff.

"It's our intent to put a few people
on the road," said Mr. Davis, who

also is president of Needham, Mass.-
based agency Provider Insurance

Group. "We like for people to be in-
vested in what we're doing here."

Although other agent associations
said they do not plan to emulate the
Big I's venture, several gave kudos
for its member-driven directive.

"I think it's great for their mem-
bers," said Ken Crerar, president of
the Washington-based Council of

Insurance Agents & Brokers. "I ap-
plaud their acceptance of reality."

Patrida Borowski, division vp of
PIA, said her association's chief con-

cern with the banking industry is
smoothing relations between agen-
des and local lending institutions.

She said the PIA has researched

purchasing a bank a couple of times
but hasn't found enough evidence
that it would be useful to PIA's

member agendes.
"We felt that our expertise and

their money would best be spent on
working with our agencies with im-
proving relationships with banks,"
she said.

Seventy percent of PIA's members
have sales of $2.1 million to $10 mil-

lion, Ms. Borowski said, noting that
the size of the Big I member agendes

is comparable to that of PIA's mem-
bers.

Independent agents nationwide

have expressed interest in the Big I's
bank, though many said finandal
services were not a major area of in-

terest for their individual companies.
kon Wright, owner of Sheridan,

Wyo.-based W-B Insurance Agency,
said he would wait until he had

learned more about the bank before

deciding whether to use it. But Mr.
Wright, who has been a member of
the Big I for more than 20 years, said
he would look at the services offered.

"I'm not tied to any local (lending)
institution," he said. "I would want

to support the Big I."
Ms. Haddock said the I[AA's bank

services might be something her
agency would offer its customers.
"It's not going to be a big sign on our
window, but it might come up in
conversation," she said. "It won't be

Trust, communication prevent employment claims
By SALLY ROBERTS

 f agents and brokers wantto mitigate the potential
risk of being sued for
workplace discrimination
or harassment, they need
to take a closer look at

their workforce relationships, a
labor attorney advises.

"The single most powerful way
of preventing employment
claims is by building powerful re-
lationships," said Donald A.
Phin, labor attorney and presi-
dent of ManagementThink, a San
Diego-based consulting firm.
"People who trust each other
don't sue each other."

Coping with the risk of em-
ployment practices liability expo-
sure is a hot topic on many em-
ployers' minds these days.

t

Consider these statistics Mr. Phin

cited during a session on avoid-
ing employment claims at the re-
cent Insurance Marketing &
Management Services annual
convention, held in San Francis-
co last month:

• More than 450 employment
lawsuits are filed in the United

States every day, according to
USA Today.

• The number of employment
discrimination cases filed in fed-

eral court has doubled since

1992.

• The U.S. Equal Employment
Opportunity Commission has an
18-month backlog for resolution
of discrimination cases.

• Fifty-six percent of all em-
ployment cases tried result in ver-
dicts for the plaintiff.

• The average plaintiff's verdict

in employment law cases exceeds
$250,000, with 15% of all ver-

dicts exceeding $1 million.

• The fastest-growing categories
of workplace discrimination
claims are retaliation, sexual ha-

rassment and disability law viola-
tions.

• The largest number of em-
ployee lawsuits are filed in Texas,
California, Florida and Illinois.

• The most common target for
federal discrimination claims are

private employers with between
15 and 100 employees.

Mr. Phin recommends that to

contain employment lawsuits,
the agency owner-or the indi-
vidual whose position is equiva-
lent to its risk manager-should
audit and evaluate the levels of

trust, direction, communications

and commitment found in the

organization. Those four factors
are the most important in estab-
lishing solid relationships, he
said.

In analyzing EPL risk potential,
the most important issue is not
whether the company has estab-
lished an EEOC policy or
grievance procedures, contends
Mr. Phin. Rather, the key issue is
the level of trust within the orga-
nization.

In order to create trust within

an agency or any place of em-
ployment, he said it's important
to hire trusting people, he said.
To do that, he said, "bring in

people with both skill and char-
acter."

An employee with skills alone,
said Mr. Phin, is not enough. For
example, "Latrell Sprewell may
have the skill to play on any bas-
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our flagship."
Agency adviser Tim Cunningham

of the Chicago-based INSIGHT Con-
sulting Group said agents are wise to
be wary of forays into the banking

tion, independent agents may have
more trouble than banks will have

with product crossovers. He also
noted that banks are only one of sev-
eral alternative distribution methods

that could cut into agent business.
"I would recommend to an agen-

cy to stick to their knitting, focus on
core insurance business and crank

up a heavy-duty marketing cam-
paign for their insurance products,"
Mr. Cunningham said, adding that
this issue reminds him of literary Eg-
ure Don Quixote's battle with the

windmills. "If industry focused more
on core business and not on the

windmills, they would have more
control." m

ketball team, but I don't want

him playing on mine," Mr. Phin
said.

Often employers hire people
without trust because employers
get desperate, lazy or infatuated
during the hiring process, Mr.
Phin said. An employer will also
often hire a specific person be-
cause a friend recommends that

person or because preconceived
notions get in the way of hiring
the right person.

In addition to trust, many
workplace relationships fail be-
cause management and employ-
ees are focused on different goals,
he said. Employers need to share
their visions and goals with their
employees to make sure they are
headed in the same direction, Mr.
Phin recommends.

For example, if a company's vi-
sion is to take risks and to hire

young and innovative employ-
ees, this might contradict the vi-
sion of the company's older
workforce, who might be looking
for more stability and security.

Communication also is key in
containing employment lawsuits,
Mr. Phin said.

"Dialogue is the single most
powerful component of commu-
nications," he said.

People need to drop their judg-
ments and be careful about vari-

ous "physical programming that
was gifted to us" in earlier years,
Mr. Phin said.

For example, Mr. Phin said he
grew up in a household where
family members yelled when
they were upset. As an adult, Mr.
Phin initially did the same thing,
but then he changed his "pro-
gramming." Now, Mr. Phin said,

when he is upset, he sits down,
making it more difficult for him
to yell.

In addition to watching what is
said, Mr. Phin recommends em-

ployers become better listeners.
In most sexual harassment cases,

it is alleged that the manager did
not listen to initial complaints.

lem is not learned (of) until it is

too late to do anything about it,"
Mr. Phin said.

See Claims on next page



Brokers' role in claims disputes called key
By MICHAEL PRINCE

eeping policyholders

Khappy is an impor-
tant consideration for

insurers in dedding
whether to settle or

fight daims, and bro-
kers often play a key role in resolving
disputes amicably, attorneys say.

Insurance companies "want to
nnaintain good relations with their
insureds," noted Shaun Baldwin, a

partner with the law firm Tressler,
Soderstrom, Maloney & Priess in
Chicago who represents insurers.
"It's important with them to get re-
newal business and minimize any
kinds of conflicts."

When a policyholder files a bad-
faith suit, "it tends to put a strain on
their relationship," Ms. Baldwin
pointed out.

Brokers, therefore, can serve as a

bridge between the policyholder
and insurance company.

Insurers look at many factors in
daims disputes. Those indude the
amount of premium the policyhold-
er pan the policyholder's attitude- -
toward settling, the cost of continu-
ing the litigation, the risk of losing
the customer if the suit continues,
the cost of setting a bad precedent,
the risk of bad publidty and the im-
pact on the insurer's combined ratio,
observers say.

For example, an insurer may settle
a daim whose value is less than the

premium on the policy, whereas the
company might fight a daim that is
many times the premium amount.

Maintaining good customer rela-

lions does enter into insurers' litiga-
tion strategy, said Harold

Moskowitz, a partner with the insur-
er defense firm of Wilson, Elser,

Moskowitz, Edelman & Dicker in
New York.

Claims
Continued from previous page

All too often, the workplace ex-
udes a culture of silence, he said.

"I've sued employers with 15-page
ethics handbooks for ethical prob-
lems because no culture existed to

back it up," he said.
Employers need to establish a

workplace with a culture that pro-
motes open communications so
they can deal with problems at a
very early stage, he said. "When you
have kids, you don't wait until they
get pregnant before talking about
teen sex," he said.

The fourth most important factor
in curbing employment suits is com-
mitment, Mr. Phin said. Not only do
employers needs to be committed to

legal compliance, but "if you don't
commit to (trust, direction and com-

munication), you will have failed re-
lationships," he warned.

Overall, Mr. Phin said, "you want
to make employees feel that who
they are makes a difference. Don't
create any incentive in the work-
place that creates one winner and
several losers." Ell

In some cases, "the insurer will

pay a daim that they might not oth-
erwise pay," he said. The business
strategy "will certainly influence the
litigation."

Despite the difficulties involved,
insurers can do several things to
maintain a client relationship while
litigating over a daim, insurer attor-
neys said.

To have a good relationship, "you
have to be up front and honest with
policyholders" at the outset, said
Lori Nugent, a partner with Blatt,
Hammesfahr & Eaton in Chicago.

Also, "trvina to maintain the pro-

fessional business relationship while
litigation is ongoing is very impor-
tant," Ms. Baldwin added. "Just be-

cause a case is in litigation does not
mean the attorneys have to be in-
volved in other areas not in dis-

pute."
However, Eugene Anderson, a

partner with New York-based policy-
holder law firm Anderson Kill &

Olick P.C., said he thinks insurers do

not care about their relationships
with policyholders. Many policy-
holders have "a limited corporate
memory" that "permits insurance
companies to get away with this,"
he said.

For example, he said, a policyhold-
er may decide never to do business
with a certain insurer, but a few

years later, that decision might fade
from memory, or the person who
nnade that dedsion may have left
the company.

While policyholder suits have in-
creased in some areas of insurance,

litigation is down in others, lawyers
said.

Intellectual property and advertis-
ing injury claim suits are up, for ex-
ample, because the law on coverage
is not well established in these areas,
Ms. Baldwin said. On the other

About 250

attend

convention
SAN FRANCISCO-Nearly 250

people descended on the City by
the Bay to attend the 25th annu-
al Insurance Marketing & Man-
agement Services convention,
held April 16-19.

Sessions featured a variety of
topics, induding agency/compa-
ny interface; telemarketing and
database management; consulta-
tive brokerage techniques; how
to plan, prepare and present edu-
cational seminars for clients and

prospective dients; and the In-
temet as a marketing and man-
agement tool.

Next year's IMMS Intemation-
al Convention will be held May
13-16 in Boston at the Copley
Plaza. For more information,

contact IMMS at 310-442-6000.

hand, suits involving environmental
daims have decreased as most state

courts have dearly stated rules on
policy interpretation.

The heat generated by a suit varies
by the attorneys involved, she said.
Bad-faith suits "can be more con-

tentious" than coverage suits, as
bad-faith actions allege wrongdoing
by the insurance company, she
noted. The amount at stake also is

larger, as punitive damages can be
awarded.

The soft market has strengthened
some insurers' resistance to paying

daims in an effort to keep loss ratios
in check, added Richard Archer, a
daims resolution consultant in

Santa Barbara, Calif.

He said insurer/policyholder dis-
putes are more contentious than
ever, as more money is at stake be-
cause of large product liability suits
and the higher value of property.

Insurers and policyholders do
agree that the broker plays an impor-
tant role in resolving any dispute.

"The broker may be able to articu-
late to the insurer better than the in-

OULCU what the concerns are, said

Duaintraa Inau,Unce, ividy 9, 1330 / 9011

Michael Brady, a partner with Rop-
ers, Majeski, Kohn & Bentley in Red-
wood City, Calif., who represents in-
surers.

Inside insurance companies, a
wall typically separates underwriters
and daims handlers. Observers say
brokers can breach that wall because

they generally know both groups of
people.

"The catalyst has to be the broker"

to bridge the two sides, Mr. Archer
said.

Dennis Connolly, senior vp with
the special daims department of
J&H Marsh & McLennan in New

York, said policyholder attorneys
sometimes hire brokers, such as

See Disputes on next page
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Disputes
Continued from previous page
himself, to help resolve disputes so
the policyholder's law firm main-
tains an aggressive image rather
than appear willing to negotiate
with the insurer. In this role, brokers

act as the "good cop" to the "bad

cop" played by the law firm.
The broker can help resolve con-

flict "by explaining the thinking of
each party to the other," Mr. Con-
nolly said. Also, a broker can defuse
animosity that may have arisen be-
tween the insurer and policyholder.

The broker also can "dampen un-
realistic expectations" of both sides,
he said. This indudes explaining to
policyholders that they might not
collect as much from the insurer as

they expected.
And because the broker generally

has more daims experience than the
policyholder, "a broker can educate
the insured as to what the litigation
environment is all about," he said.

Another role of the broker is to

"make sure you have the right par-
ties talking to each other," he said.

For example, in one negotiation in
which Mr. Connolly was involved, a

EAD

general counsel and senior outside
attorney for a major policyholder
met a junior daims attorney to dis-
cuss a multinlillion-dollar environ-

mental daim. However, the daims

attorney was not given authority to
settle such a large daim. He said the

best way to resolve daims is to ar-
range a meeting with senior negotia-
tors from both sides and dispense
with the preliminary meetings of
their underlings.

Attorneys for insurers said their
clients often settle disputes with pol-
icyholders to keep the relationship.

Insurers "look at their bigger pic-
ture and consider all kinds of busi-

ness factors with insureds in dedd-

ing to pay a claim or settle," Ms.
Baldwin said.

Dick Blatt, a partner with Blatt,

Hammesfahr & Eaton in Chicago,
said: "There is more to business than

litigation. Commercial considera-

tions apply, and often they should."
Mr. Anderson, however, said in-

surers rarely pay daims they don't
think their polides cover.

Insurers sometimes consider the

policyhol(ids perspective, but a far
greater factor in settling is whether it
helps the insurer, said Mr. Archer,
the claims consultant.

Insurers' lack of concern stems

from the frayed ties between policy-
holders and insurers caused by in-
dustry consolidation.

Terry Gilbreth, vp of risk manage-
ment for Safeway Inc. in Oakland,
Calif., said some insurers won't settle

a dispute if the claim is significantly
larger than the premium paid. In

such a case, "they could care less" if
the policyholder is upset, he said.

For example, Mr. Archer said an

insurer would more likely settle a
$50,000 dairn from a policyholder
that pays $1 million a year in premi-
ums than a $50 million claim from

the same policyholder.

An insurer can help keep its cus-
torners happy by opening personal
contacts with policyholders to ex-
plain the insurer's position, setting

forth the legal basis for a coverage
dedsion and inviting brokers into
the process, Mr. Moskowitz said.

One way cases can get resolved is
by having the insurer pay the daim,
in exchange for the policyholder
buying a new policy, J&H Marsh &

Mdknnan's Mr. Connolly said.
"The opportunity to do a little mu-

tual benefiting absolutely should be
something that is considered," he
said.
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FAS106...Medicare + Cboice... Medical managers
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useful in wrap=ups
What you don't know can cost you.

By DAVE LENCKUS sential elements of a workers comp

We implement and administer retiree managed care programs. program Key elements of a program
SAN DIEGO-Risk managers that medical providers might other-

overseeing owner-controlled con- wise have problems with are clear-

What we know can help you. struction Insurance programs hkely mg workers when possible for hght-
will find that delegating authority duty return-to-work activities and
over the management of workers' providing employers with injury in-
injuries to a professional medical formation necessary to compile
manager will be far more effective claims data,UIIRAJDLINK * than trying to deal directly with Ms Layne said her medical man-

Healthcare Network Administration medical providers, a risk manager ager excelled in communicating all
www ultra-link corn asserts of that to a new staff two years ago

The overriding benefit of medical at the airport's medical clinic
managers is that they communicate The previous staff, led by the chn-

California Headquarters Flonda New York with medical providers "in their ic'S medical director, didnot under-
Don Lighifoot Carla Albano Elizabeth Hanson own language," said Marge P stand the numerous differences, in-
800-257-0011 954-475-8527 212459-1722 Layne, insurance manager of capital

programs for the San Francisco In- *fe . .4 #. #*){) lNi@
ternational Airport

'4 ' "-4-3, p

PBA 7:' .2..
"I can't do that," said Ms Layne, 5/F . LIGHEARIAK ··

who is overseeing a mammoth $2 4 -*1 -,1, 4 -
91 3 9 7-'.-4 ?#mikk,!Nhi. 94, billion owner-controlled insurance cluding patient privacy issues, be-

Mililix A program at the airport tween a medical treatment program
Crispness of communication is for construction workers the airport

. ..F . crucial if the providers are going to employed and one for travelers Nor
.

understand the ms and outs of the was the staff willing to learn how
I.)9 construction prolect's workers com- they were expected to run the clinic

pensation program Without it, risk m treatmg injured workers, she said

i, ile tler= , managers and medical providers After Ms Layne eventually gener-
may frnd themselves at odds over ated enough pressure on local gov-

-

planned light duty to bnng injured ernment powers to replace the elm-
. workers back as soon as possible to ic'S medical director, she called m a

hold down workers comp costs and medical manager to educate the
the required injury reports for staff on what a medical treatment
claims management purposes, Ms program for injured workers en-
Layne said She spoke during a ses- compasses
mon at the Risk & Insurance Man-11, L t, S1Z251519/I According to Ms Layne and Ms

\7 ./ 4, agement Society Inc conference last Hankins, the numerous measures a
, 5

1 .1
week medical manager should take at the

Other benefits of medical man- onset of a wrap-up program should
agement include improved medical Include, among other things

'' outcomes for injured workers, more • Evaluabng how well climcs and
effective return-to-work programs hospitals near the prolect treat sen-

4--4 and lower disability costs, said P J ously injured workers
Hankins, the medical management • In collaboration with medical

- . director in Phoemx for Menlo Park, providers, developing procedures
J

1 Calif -based Argonaut Insurance for claim reporting, transitional
Co Argonaut is the workers comp work release, return-to-work pro-
Insurer and medical manager for the grams and the billing process
airport's wrap-up program • Arranging for after-hours provt-

 -, 40*#**1 Under an owner-controlled, or ders
1 i- F

r wrap-up, construction msurance Back in]UI'les, for example, may
' program, the organization that has manifest after work hours Though

hired construction contractors as- serious, the injuries may not neces-
sumes the responsibillty for arrang- sitate expensive emergency room
ing the various msurance programs treatment, Ms Hankins said Medi-
the contractors will require during cal managers should arrange for

't'i,' the prolect providers who can take those after-
The pnmary benefit of a wrap-up hours cases and should ensure that

program is that lt should cost far workers know whom to call in such
less than if all of the contractors and cases

subcontractors purchased their cov- • Identiffng emergency respons-

36 erage separately es
t. 99

000 0 , 0dall O o mm Wrap-ups also ellminate the lands Ms Hankins recounted an mter-

6 L./12000 of coverage disputes that can devel- state road reconstruction project in
op in the aftermath of a loss if con- Utah in which, at the onset of the
tractons purchase coverage from dif- project, the medical manager decid-

ORYJ 0 lilkal} 4[dkA*W @man ®ldi ferent insurers and liability is dis- ed the emergency phone number 911
would not be called after any senousputed

But in the workers comp area of injuries to workers Instead of al-
0 * 0 0 *Im[RM MIRS-if @ar @ dledwrik. 4 I such programs, risk managers lowing fire trucks and ambulances

should not cling to the notion of answenng the 911 calls tosnarltraf-
0 *il 95 *lia @mRik®D O "owner-controlled," agreed Ms he, the medical manager arranged

Layne and Ms Hankms to transport injured workers via air

*la..4 'PA [R*Ip, The problem for risk managers is ambulances An air ambulance is a
that medical professionals are reluc- quicker form of transportation, and

®md] *§*11 mgm#* {£mr &1 0
tant to discuss treatment and re- lt does not cause traffic snarls, she
porting protocols with non-medical said

SP professionals, Ms Layne and Ms • Educating medical providers, es-
· wif[R!liia@ @a]96@aa ®111 im 15*a, Hankins said For organizations pecially those in outlymg areas,

with wrap-up programs, medical about the concept of wrap-up pro-i "' e I --lit, managers-who have had various grams and their responsibilities in
:. V types of medical training-provide terms of the prolect's workers comp

S that necessary liaison with medical program
$ , 1>-4 , providers, they said For example, providers need to

IL
L' Unlike case managers, medical learn that injuries have to be coded

managers do not help direct the in certain ways to ensure that the
1

--

medical treatment of seriously 1- records of those m junes are linked

-· Z. lured workers They have the more with their proiects
"proactive

See
responsibility of plan- Marlene Kosinski, assistant

ning medical management of in- vp-medical management for Arg-
. lured workers before in]unes occur onaut, coordinated the session,

To that end, their most crucial which was moderated by Jeanne M
role is laymg out to medical Adelo, Argonaut's assistant vp-un-
providers m medical terms the es- derwnting
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"In order to move forward-and

we must-risk managers have to
embrace the power of the technol-
ogy made possible on our desk-
tops," Mr. DeLillo stressed.

RIMS Executive Director Linda

Lamel also is enthusiastic about

the society's increasing use of
technology. "It's redefining our
world," she said during a presen-
tation at the membership meeting.
"It's also redefining management
and RIMS."

She pointed out that RIMS' re-
designed World Wide Web site is
drawing more than 200,000 hits a
month, compared with 25,000 per
month a year ago. The redone site,
at http://www.rims.org, includes
"a number of members-only fea-

tures," she said.

In another area, changes have
been made to the society's com-
mittee structure. "This new com-

mittee structure-one with fewer

standing committees," Mr. DeLil-
10 explained, "focuses all our re-
sources and all of our volunteers'

time and efforts on the issues that

are important to you, the mem-
bership."

The structure means "we will

move forward, quickly and effi-
ciently, because that's what you
expect, and that's what you de-
serve....We are poised to address
any issue that may arise. This is
the delivery system of the future."

RIMS will continue to offer

leadership on legislative and reg-
ulatory issues in the United States
and Canada, Mr. DeLillo told his
audience.

Next March, RIMS will hold its
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first "Capitol Hill Fly-In," Mr.
DeLillo said. The one-day event in
Washington will focus on legisla-
tive training and awareness for
nnembers.

Outgoing President Stephen M.
Wilder, vp-risk management at
The Walt Disney Co. in Burbank,
Calif., said he believes RIMS is

providing a groundbreaking ser-
vice to its members with the first

quality score card, developed in
conjunction with the Quality In-
surance Congress. The rating sys-
tem ranks insurers and brokers

according to the level of service
they provide, as graded by risk
managers (see story, page 3).

"It's a monumental step," Mr.
Wilder declared. "The score card

provides powerful information"
and gives the customer more in-
fluence.

RIMS' objective is that the score
card will encourage those that are
rated to consistently improve the
quality of their products and ser-
vices.

As the society works to meet
members' needs, it does so from a
strengthened financial position,
according to Mr. Wilder. During a
separate presentation, he told
members, "RIMS has never been

stronger financially, strategically
and organizationally. We are tru-
ly well-positioned for the future."

RIMS' operating budget has
reached more than $10 million,
the largest in the society's history,
Mr. Wilder said. "We also have a

capital reserve of $4 million,
which allows us to invest in our
future"

Looking ahead, Mr DeLillo
predicted that RIMS and risk
managers will face a number of
challenges. For example, out-
sourcing will be among risk man-
agers' concerns in coming months,
he suggested. Mr. DeLillo said
risk managers need to be asking
themselves: "Does my company
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New RIMS President Mark A.

DeLillo, above said risk man-
agers must embrace the pow-
er of technology on their desk-
tops presenting the first
Arthur Quern Quality Award,
Jackie Quern, at left described

some ways her late husband
defined quality William Kro-
nenberg 111, below, accepted th
Quern Award for ECS Inc 

see a value in my contribution?
How can I grow within my organi-
zation?"

"As these challenges present
themselves, they offer opportuni-
ties for the profession and for the
individual," he added.

RIMS is up for the challenges it
faces, Mr. DeLillo said. "Our past
presidents, former leaders, have
prepared us for this moment," he
said. "And I believe we are ready
for what lies ahead. Join me as we

take our steps toward the new
millennium." Ell

ECS gets
Quern
award

for quality
SAN DIEGO-ECS Inc., an envi-

ronmental risk services company, is
the recipient of the Risk & Insurance
Management Society Inc.'s first
Arthur Quern Quality Award.

William Kronenberg II[, president
and chief executive officer of Exton,
Pa.-based ECS, said in accepting the
award that "quality is a belief that
must be in the heart and mind of each

employee in your organizations."
Mr. Kronenberg challenged risk

managers and insurance industry
professionals to be "fanatical" about
bringing quality to their organiza-
tions.

The award, recognizing quality in
risk management and insurance ser-
vices, honors the late Arthur F.
Quern, chairman and CEO of Aon
Risk Services, who died in a 1996
plane crash.

In a moving presentation speech at
RIMS annual membership meeting,
Mr. Quern's wife, Jackie Quern, re-
counted parts of her life with her late
husband and some of the ways he de-
fined quality.

"A precept by which Art truly lived
was that quality tells the truth and
accepts the consequences," Ms. Quern
said. Quality "isn't about being better
than somebody else," she added. "It's
about being the best you can be."

-By Michael Bradford
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Betterley receives Goodell Award
Annual membership meeting also features two new awards

By MICHAEL BRADFORD

SAN DIEGO-George M. Better-
ley's contributions to the risk man-
agement profession have earned him
the Risk & Insurance Management
Society Inc.'s highest honor: the
Dorothy & Harry Goodell Award.

Mr. Betterley, known by many as
the "dean of risk management," spent
45 years in the profession, retiring in
1991 from Betterley Consulting
Group, the firm he founded in Boston
24 years ago.

He was presented the Goodell
Award at the society's annual mem-
bership meeting that kicked off the
week-long RIMS conference and ex-
hibition last Monday. The award was
established in 1978 by forme Rn/IS
President Harry Goodell and recog-
nizes outstanding achievements in
advancing the goals of risk manage-
ment and RIMS.

Mr. Betterley was lauded for ac-
complishments that include his work
to persuade universities to introduce
risk management into their curricula.
He was cited as an original thinker
whose ideas helped shaped the pro-
Eession and influence risk manage-
ment practices. He has been a fre-
quent speaker at RIMS chapter meet-
ings.

"I am thrilled and overwhelmed by
this award and what it represents,"
he said in accepting the award from
RIMS President Stephen M. Wilder.
"I am humbled and, finally, grateful
to RIMS for this wonderful, wonder-
ful honor," Mr. Betterley said.

"One reason I have always been a
strong supporter of RIMS is because
we march to the beat of the same

drummer," he said. "We share mutu-
al goals of advancing the practice of
risk management through educa-
tion."

The society also presented several
other awards during the membership
meeting.

The first Arthur Quern Quality
Award was presented to William
Kronenberg III, president and chief
executive officer of ECS Inc. in Ex-

ton, Pa. (see story, page 30).
Another new award, the Heart of

RIMS Award, was presented this
year to recognize an individual who
demonstrates a high level of dedica-
tion and the spirit of volunteerism to
his or her chapter. The first Heart of
RIMS Award went to Michael D.

Phillipus of the Houston Chapter.
The Edith F. Lichota Award, which

recognizes research that has practical
applications to risk management, was
won by Richard A. Derrig, senior vp
of the Insurance Fraud Bureau of

Massachusetts. Mr. Denig was recog-
nized for his paper titled "Insurance
Fraud and the Monday Effect in
Workers Compensation Insurance."

The award was established in 1984

and renamed in 1995 tohonorMs. Li-

chota, who died the year before. She
was vp-administration of Bankers In-
surance Co. Ltd. and was an indepen-
dent consultant at the time of her

death. Ms. Lichota was named the

1987 Business Insurance Risk Man-

ager of the Year.
The Cristy Award, which goes to

the risk manager with the highest eu-
mulative average in the three exams
required to earn the Associate in Risk
Management designation, went to
Martha L. Gifreda, risk manager of
North American operations at Met-
tler-Toledo Inc. in Columbus, Ohio.

The award is named after Jim

Cristy, a former vp-education at
RIMS who encouraged the Insurance
Institute of America to develop the
ARM program in the 1960s.

Two people won the Richard W.

Bland Award, which recognizes out-
standing efforts in the areas of legis-
lation or regulation by deputy mem-
bers of RIMS.

The winners were James E. Green,
risk manager at Justin Industries Inc.
in Fort Worth, Texas, for efforts to
protect employers from medical neg-
ligence actions; and Michael F. Grace,
risk manager at Denver-based Gary-
Williams Energy Corp., for workers
compensation reform lobbying.

Among chapters with 25 or fewer
members, the Bluegrass Chapter won

GA

the top spot in the Outstanding
Chapter Prograrnming and Overall
Chapter Excellence categories of
RIMS Chapter Recognition Program.

In the Outstanding Chapter Pro-
gramming category, Santa Clara Val-
ley in California took the top spot
among chapters with 26 to 60 mem-
bers, while the Dallas-Fort Worth

chapter took top honors amongchap-
ters with more than 60 members.

The Houston Chapter, with more
than 60 members, was tops among
chapters its size in the Overall Chap-
ter Excellence category.

Among chapters with more than
60 members, Houston and Dallas-
Fort Worth were tops in the Advanc-

ing the Risk Manage-
ment Profession cate-

gory, while British
Columbia won in the

26-60 member group.
Winners in Outstand-

ing Member Services
were: South Texas, in
the 25 or fewer mem-

ber group; Santa Clara
Valley, 26-60 mem-
bers; and Atlanta,
more than 60 mem-

bers.

Outstanding Mem-
bership Development winners were
Greater Quad Cities, 25 or fewer
members; British Columbia, 26 60
members; and Dallas-Fort Worth
Smoky Mountain, with 25 or fewer
members, and the Delaware Valley
chapter, with more than 60 members,
captured the awards in Outstanding
Student Outreach. im

THANK
YOU

, RIM

PHOTOS: MICHAEL MARCOTTE

George M. Betterley accepts the
Goodell Award and thanks RIMS.

.
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Exclusive remedy has its exceptions
By GAVIN SOUTER

SAN DIEGO-The so-called "ex-

elusive remedy" doctrine enshrined in
workers compensation law is far from
exclusive.

In numerous cases, old and new,
courts have ruled that workers have

the right to bring civil suits against
their employers for injuries that oc-
cum'ed in the workplace, a panel of
workers comp experts says.

Employees injured while being
treated for other injuries, employees
who suffered intentional injuries or
emotional distress, and employees
who are leased to other companies all
have successfully sued for damages
outside the workers comp system.

To effectively manage the problem,

the experts say that risk managers
and brokers, therefore, should strive
to learn more about the companies
they work for and help educate other
managers about the exceptions to the
workers comp system.

When the workers compensation
system was set up earlier this century,
it was designed to give employees no-
fault compensation for injuries suf-
fered at work in return for giving up
the right to sue their employers, said
Julie Ann Welborn, manager-cus-
tomer quality service at Zurich-
American Insurance Group in
Schaumburg, Ill.

"The hallmark is that payments are
payable in the absence of a showing of
employer fault," she said.

However, in many cases, courts

7

2,444*j

have ruled there are exceptions to
that principle, said Theodore A. Pen-
ny, an attorney at Clopton Penny &
Brenner in Los Angeles.

U kieznj t.nlil.KAME)«

Several cases have involved situa-

tions where the employer is found to
have acted in a dual capacity in deal-
ing with an employee. Many of the
cases involve employees at medical
facilities who are injured on the job
and suffer further injuries while being
treated by others at the facility.

For example, in the 1950s, a worker
at a California chiropractic partner-
ship injured herself at work, and the

chiropractor treated her in a manner
the employee then alleged was negli-
gent. The provider said the only rem-
edy was through workers comp, but
the court ruled that the provider was
treating her in a capacity other than
as an employer and the employee
could sue, Mr. Penny said.

In other cases, court>s have held that

employees are entitled to sue when
they have been intentionally injured,
he said.

A California case in the 1970s al-

leged that an employee was thrown to
the floor and beaten by her boss.

"The court ruled that the actions

were so egregious that by his behavior
the employer had given up the right to
exclusivity," Mr. Penny said.

Some courts also have held that

13(6*6,&666 1/GEU/U,tte, ill«y t, 1000 / JU

emotional distress can fall outside of

workers comp, he said.
In a 1994 case in California, a sales

clerk was subject to interrogation af-
ter the alleged theft of $4.95. She was
not allowed to leave the room or make

a telephone call, and the managers
falsely told her the theft had been wit-
nessed. The woman subsequently
sued her employer for false imprison-
ment (BI, May 30, 1994)

The court ruled that workers may
sue their employers for actions that do
not have a proper place in the em-
ployment relationship, Mr. Penny
said.

The structure of businesses also can

affect employer liability, he said. For
example, courts have found that if an
employee of one company is injured
while working at a subsidiary, the
employee is not restricted to the
workers comp remedy, because the
employee does not have a contract
with the company where the injury
occurred.

Modern employment relationships
also can lead to liabilities outside the

workers comp system, said Tim East,
manager-risk management business
process at The Walt Disney Co. in
Burbank, Calif.

As employee leasing becomes more
popular, employers need to consider
how that different business relation-

ship alters their liabilities, he said.
"There has to be a binding agree-

ment," he said. If not, injured employ-
ees may be able to argue that they are
not legally working for the company
where they sustained the injury, Mr.
East said.

For example, in 1975 a contractor
was working with a subcontractor
constructing a highway. Each agreed
that the contractor could use a crane

owned by the subcontractor but that
an employee of the subcontractor
would operate it. There was no con-
tract and there was no payment by
the contractor to the crane operator.
An employee of the contractor was in-
jured due to the alleged negligence of
the crane operator, and the subcon-
tractor decided that as the contractor

was a co-employer of the crane oper-
ator, the injury should be dealt with in
the workers comp system.

However, the court ruled that the
contractor could sue the subcontrac-

ton "The court said there was no pay-
ment, no written agreement and no
giving up of the right of control," Mr.
Penny said.

To address the problem of the nu-
merous exceptions in the exclusivity
system, risk managers must strive to
be more aware of all aspects of their
companies' business, said Mr. East.

"We really have to know the busi-
ness well," he said. For example, risk
managers must know exactly how
their companies place products in the
marketplace, how medical care is
managed, what contracting work the
companies do and what contracts
they have with leased employees, he
said.

Also, risk managers must help
make other managers aware of the
problem and how to deal with it, Mr.
East said.

Management must recognize that
employee plaintiffs could garner sig-
nificant financial gains if employees
succeed in having their cases heard in
civil litigation, he said.

Brokers, too, must help to alleviate
the problem, added Eugene R. Sup-
parits, senior vp at Aon Risk Services
Inc. of Illinois, a unit of Aon Corp. in
Chicago.

Therefore, brokers need to know
their clients well and know what cov-

erages they have in place should a
case be deemed to fall outside the

workers comp system, he said. "Bro-
kers should know what products
there are out there in the market to

transfer the risk," Mr. Supparits said.
Mr. Supparits coordinated the ses-

sion, which Mr. East moderated.Ell
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Tailor workers comp audits to each situation: Panel
By RODD ZOLKOS

SAN DIEGO-An effective and appropriate
audit of workers compensation claims is essen-
tial if an organization's workers comp program
is to operate at its top efficiency and without
excessive costs.

But according to experts addressing the sub-
ject on a panel at this year's Risk & Insurance
Management Society Inc. annual conference in
San Diego, the appropriate audit for any orga-
nization should match that organization's
unique characteristics. Many factors-mclud-
ing the nature of the organization, who initiates
the audit, and what they want to learn-must
be considered in planning and carrying out the
audit.

"Workers comp claims audits can be done a
lot of different ways, and they're going to be
driven by a lot of different factors," said Mark
Charron, a principal in the Actuarial and In-
surance Consulting Group of Deloitte &
Touche L.L.P. in Hartford, Conn. "Each situa-
tion is unique, and they're tailored," he said.

Linda P. Sundram, president of Sundram
Claim Consultants in Blue Bell, Pa., agreed
with Mr. Charron. "Before you begin any audit,
I think you have to have clearly in your mind
what are the objectives," she said. .,What am I

trying to get out ofthis?' If you kind of pinpoint
it in the beginning, I think you'll get a better re-
sult."

Mr. Charron said that the goals of an audit
are often determined by who prompts it. For
example, he said, audits instigated by an orga-
nization's chief financial officer or by third
parties such as regulatory agencies or one of an
organization's regular bankers often are con-
cerned with reserve adequacy.

Highlighting the importance of carefully de-
termining reserve adequacy, Mr. Charron de-

scribed a situation his firm recently was in-
volved in that "cried out" for some sort of

claims audit. The example involved the acqui-

vaxall mim

sition of a large, self-insured company, he said,
and a look at its books revealed a sizable short-

fall in what the company had reserved for
workers comp claims compared to its actual
potential liabilities.

"As a purchaser of an organization, you want
to make sure that all your future liabilities are
clearly reflected before you set your purchase
price," Mr. Charron said. In the case he de-
seribed, the price was ultimately adjusted to re-
fleet the actual magnitude of the workers comp
exposure. "So right up front, we know workers
comp can be material in a lot of instances."

"I can't emphasize enough the implications
of understating reserves," Mr. Charron said. "If
you get into an M&A situation, this area gets
attention, I guarantee it."

Overreserving also can have negative impli-
cations, but of a different sort, he said. It typi-
cally can mean a significant amount of capital
then isn't available for the organization to ap-
ply elsewhere.

Another perspective that Mr. Charron said
might shape the claims audit process would be
if it's motivated by a "hidden agenda. „„The

CFO might want to know how you're perform-
ing in your job," he said.

Other objectives, Ms. Sundram said, could
include ascertaining the drivers of workers
comp costs; litigation strategy ("Are the claims
professionals running the files or are the attor-
neys?"); evaluating adjusters or the pay-for-
performance arrangements of third-party

Over 4,000 years have passed since Egyptian engineers

undertook perhaps the most ambitious construction projects

- of all time. It wasn't necessarily the size of these
 structures--some measure over forty stories
El,1@1 high. Or the amount of raw material and

1!1 man power. What is astonishing is that
Lge(7%. they accomplished these taSks without 

modern tools or col-lveniences; not even

the wheel.

Instead, these ancient builders-,

relied on traits that have propelled civi-

lization forward since day one; desire

and resourcefulness. Both ofwhich

are still in ample supply at *S

D.W. Van Dyke and Com

claims handlers; or determining the effective-
ness of a managed care program.

"An audit can help you determine the an-
swers to a lot of these questions." Ms. Sundram
said.

In conducting the audit, it's important to get
beyond the numbers, looking not just at the
numbers of claims closed, claims payments, lit-
igation costs and the like, but also examining
the claims files, Ms. Sundram said.

"If I had one recommendation for this group
today, it's if you're doing an audit, call in those
files," she said. "Check them out."

Among the important reasons to examine
those files is that claims are often handled by
less experienced adjusters. "You have younger,
inexperienced adjusters talking to doctors,
talking to attorneys, and frankly, they get in-
timidated," Mr. Charron said. "One of the
things that you want to make sure of if you do
have that inexperienced staff is that your hands
are all over the file."

How claims are exarnined in the audit varies

depending on the objectives, the speakers said.
One consideration is examining all claims vs. a
statistical sample. "How much more benefit are
you going to get doing 100% vs. a statistically
valid sample?" Mr. Charron asked.

Budget considerations also can determine
how claims are sampled. "What kind of budget
that you have is going to play heavily into what
kind of sample you can have,' Mr. Charron
said. Whatever the considerations, if not sam-
pling all claims, it's critical that any selected
sample be statistically credible. Possible sam-
pling approaches could involve looking at open
vs. closed claims, examining lost-time claims
vs. those that involved only medical costs, or
litigated vs. non-litigated claims.

Furthermore, a C13ims audit can be done by
internal staff, an outside consultant, or an au-

dit staff hired on a temporary basis and man-
aged by internal staff. Whatever the case, it's
important that the reviewers be sufficiently
qualified in terms of experience and expertise.
Because of the variety in statutory workers
comp program requirements from jurisdiction
to jurisdiction, it's also important that the re-
viewer be experienced in the applicable juris-
dictions.

Typically, such an audit takes two to three
months, Mr. Charron said, though it could be
done in less time if, for example, a company
needs to complete a comp audit quickly for a
possible merger.

Gene W. Jackson, risk manager of Boulder
County, Colo., moderated the session. M
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Score card ful hsted in the final score card wlll not ranked

not be made available-not even to "I was disappointed in the way t}us
the service providers named, accord- whole thmg was handled," he saia at Employers advised

Continued from page 3 1ng to Katie Insurance School faculty a debate on consohdation in the insir-
But the score card also mdicated mvolved In conducting the survey ance industry held at the RIMS con-

that some buyers are very pleased The faculty said those other numbers ference last week
with individual performances by their are "meaningless" because of the van- Of all the brokers rn the United on ways to minimize
providers of products and ser,nces ance in responses naming those States, the survey only seemed to col-

Across all categories, only 4 2% of provides let enough data to rank five, Mr Gal-
vendors received a satisfaction rating But Mr Good suggested QIC mem- lagher said risk of EPL lawsuits
of 100 Among brokers, 53% were bers were disappomted that so few Also, any survey of this land would
given a grade of 100, while 3% of in- providers werementioned in the final have to include the possibility of a 5%
surers and remsurers were given a survey results "There was a feeling deviation in results and the brokers By ROBERTO CENICEROS ployment practice liability insur-
perfect score and 55% of TPAs that they wish more companies had that were ranked were scored so ance is very Inexpensive today, and
earned that mark been hsted," he said closely together that the ranlang was SAN DIEGO-The number of the amount of coverage available is

In ranking individual companies, Risk managers and their vendors meanmgless when the deviation is employment practices liability generous, Ms Murray said Even if
the score card only hsted those that pored over the score card during last considered, he said claims continues to explode, but an employer does not purchase
received enough evaluations to make week's conference and some began to The real role of the QIC should be to employers can manage the risk that specific coverage, an insurer's
the grading meaningful form opinions on the results' impact get all the parties mvolved-the bro- with workplace policies, by treat- EPL insurance application can be

Among brokers, Wilhs Corroon on the mdustry kers, insurers, TPAs and customers- ing employees with dignity and by beneficial as a road map to devel-
Group PLC had the highest overall The score card could lead to im- aligned to make the industry better, evaluating claims honestly, several oping a risk management strategy
scores, getting an 80 on performance provements m the quallty of insur- Mr Gallagher said experts say The applications ask questions
and a satisfaction grade of 76 In de- ance products and services if those "I would hope that the QIC would One step employers can take to about things such as the existence
scendmg order, other brokers that who are rated react properly, said go forward with a more positive ap- minimize their risk of employment of an internal complaint mecha-
made the score card were Hobbs Milhcent Workman, corporate nsk proach to this, or we'11 vote with our practices suits is to sponsor classes nism
Group, Aon Group Inc, J&H Marsh & manager at Mueller Industnes Inc in feet," he said to educate employees about sexual "You want to come up with a
MeLennan Inc and Sedgwick Group Nashvule, Tenn However, speaking later, 1VIr Gal- harassment and make sure em- constructive vehicle in order to re-
PLC "If they take it seriously," she said, lagher said it was unlikely that Arthur ployees understand the company's solve employee disputes," said Mr

Aegis Secunty Insurance Group led vendors might be encouraged to make J Gallagher would leave the QIC "It's harassment policy Suzanne Mast Lotito Employees working togeth-
the insurer hst, scoring an 80 for per- changes But, she stressed, most have a very important effort," he said of the er will have disputes, problems
tormance and a 78 in satisfaction Fol- been unconcemed up to now about QIC's mission and complaints, but employers can
lounng, in order, were Swiss Re malang such improvements "They're Whlle saying he thought the QIC stop those from mushrooming into
America, The St Paul Cos Inc, pretty clueless" as to what risk man- was well-mtentioned, Qud O Healey, lidERMNIAS ' larger difficulties, he said They
CIGNA Corp , Rehance Insurance ages want in terms of quality prod- chairman and CEO of Sedgwick need to let employees know that
Group, Travelers Inc , Allendale In- ucts and services, Ms Workman said North Amenca in Atlanta, noted that Murray, senior vp of Willis Cor- they do not need their own repre-
surance, CNA Insurance Cos, Chubb Whlle many nsk managers attend- top-ranked broker Wlills Corroon roon's Advance Risk Management sentation, because the company
Corp, Royal & SunAlhance Insurance mg the RIMS conference last week was one of the founders of the Quality Services in New York, recom- can get free redress for them
Group, Zunch Insurance Group and said they had heard about the survey's Insurance Congress, while Sedgwick mended having employees sign through a alternative dispute reso-
American International Group Inc outcome, they hadn't yet seen the QIC became involved in the organization statements that they have attended lution mechanism

TPAs were not graded individually survey results Amongthosenskman- "very late " "Wewdlbe fully ISO 9000 the classes and understood the ma-
Apart from performance and satis- agers was Russell Opferkuch, vp of certihed by the end of the year," he terial and the company's policy on

faction ratings, vendors were graded corporate nsk and Insurance for said "We really take that as our focus the issue
by their customers on several "satis- Bankers Trust Co in New York But, an quallty " "That's not the end of the story, 'You want to come

faction drivers," such as trust and re- speaklng In general about the study, AIG declmed to comment on tne but every time you do one little up with a constructive
hablhty, identlfying customer needs he suggested that he thought the sur- score card thing like that, that iS a significant
and providing operational efficiency vey alone wouldn't drive the decision Liberty Mutual Group, which was defensive move on your part," Ms vehicle in order to resolve

and competitively priced services making of savwerrisk managers not on the hst, nonetheless is behind Murray said employee disputes,'
The results are based on 1,702 eval- "A lot of your professionals wlll the effort to improve quality "We did Other worthwhile practices in-

uallons by respondents who arebuy- take it with a grain of salt,"he said not get enough mentions to get listed," clude establishing good employee says Michael J. Lolito.
ers of insurance products and services Some nsk managers of smaller orga- said John F Ryan, vp and manager at relations and treating workers
Of those responses, 640 broker evalu- nizations, however, might say, " 'This the Boston-based msurer, which he fairly from the beginning, keeping
ations were received, another 848 guy is No 1 I'm going with him; or noted does not indicate the insurer's them Informed about the state of A survey of nearly 1,000 employ-
were Insurer and reinsurer evalua- 'This guy is ranked last, I'm not going performance one way or the other the company's business and never ees laid off from Jobs in Ohio found
ttons, and the remammg 214 were with him,' " Mr Opferkuch said "We support it," Mr Ryan said of letting them find out about their that many workers who file claims
TPA evaluations Wilhs Corroon was quick to note in the score card, and he contends that termination from someone other do so because of the treatment they

All divisions and subdivisions were press releases that it had secured the while he wasn't surpnsed by the over- than the person designated to in- receive when they are terminated,
counted as part of a parent organiza- top score overall among brokers alllow scores, insurers are concerned form them, said Michael J Lotito, Mr Lotito said Employees often
tion For example, an evaluation of In a statement last week, J&H with providing quallty products and a management defense expert in were angered by employers' failure
National Umon Fire Insurance Co of Marsh & McLennan said it did not services "We wlll be talking with our the San Francisco law firm Jack- to be honest about the reasons they
Pittsburgh, Pa, was figured in the have a chance to review the scores customers as we always do," he son, Lewis, Schmtzler & Krupman were dismissed
AIG ratrng Grouped that way, 143 The broker said it places "a high val- added, and Liberty Mutual w111 con- Invest in employee training, Mr "If all else fails, tell the truth,"
offerent brokers were evaluated, and ue on chent feedback" and recently tinue with its own customer surveys Lotito said Employers that regard he said "It iS amazing how rare
134 insurers and reinsurers and 96 launched ltS own chent satisfaction that help identify buyers' needs computer equipment as a capital that lS done, both about the good
TP+As were identified and ranked survey, however, which it wlll analyze He said "the length of the survey investment but consider employee and bad "

The results were gathered and the along with the score card results was a httle overwhelmrng," and while and supervisor training an unde- Employers need a method for
mata developed by the Katie School of The survey results are open to ques- he was unsure how to condense it, he sirable cost of doing business are honestly and objectively evaluat-
Insurance at minois State University tion and mterpretation, said J Patnck said Liberty Mutual will work with hkely to have problems, he said ing and investigating the claims
in Normal Gallagher Jr , president and chlef ex- the QIC to help shape updates In 1996, 23,000 lawsuits were filed against them, said John D

While respondents mentioned hun- ecutive officer of Itasca, Ill -based filed in federal court alleging Rapoport, a plaintiffs attorney in
dreds of insurers and brokers, survey Arthur J Gallagher & Co The broker, Gavin Souter contnbuted to t/us re- wrongful termination because of New York specializing in employ-
-esults on those other than the hand- which is a member of the QIC, was port discrimination, said Ms Murray ment practices That lS the only

The number increased by 12% in way employers are going to effec-

Insurers/reinsurers 1997, and the suits filed could ln- tively manage the claims
crease another 20% during 1998 "I guarantee you that I am far

Top 12 organ,zations' overall ratings in RIMS/Quality Insurance Congress quality score card The number does not include better at ferreting out any road-
claims filed in state courts or block or stonewall that you build

Ident,ty claims for other types of employ- up than you are at building it up,"
Tnist Builds Internal Operational Two way needs and Developing ment hability Mr Rapoport said "And I guaran-Overall and and external elliciency and interactive create an[1 providing

There has also been a shift in the tee you that when your companySabstaction Performance rellability partnerships competmveness Claims communications solutions Pohcles Billing expertise

federal Equal Employment Oppor- thinks about defending itself and if
Overall industry 66 68 74 66 69 68 64 62 69 70 65 tunity Commission's strategy, Ms people get the bright idea that they
Aegis 78 80 84 82 83 78 82 7A 79 82 81 Murray said during a session at the are going to construct a defense

Risk & Insurance Management So- made of anything but the truth,
Swiss Re 73 76 83 74 76 67 81 74 88 72 72

ciety Inc conference last week The you may have just have inadver-
St. Paul 71 69 77 67 72 71 64 61 69 71 72 agency has shifted from protecting tently proved my case "

CIGNA
individual employees involved in Knowing your defense counsel's

69 68 72 66 70 71 65 61 72 73 65
small, obscure disputes to focusing philosophy also can help, Mr

Reliance 68 68 74 67 69 70 62 66 70 72 66 on higher-profile lawsuits that Rapoport said He recalled one in-
draw widespread attention stance when he would have settled

Travelers 66 71 77 68 73 72 69 67 72 74 71
Publicity is one factor driving for $20,000 But the defense attor-

Allendale 66 70 76 71 70 73 68 61 71 71 70 the number of claims, Ms Murray ney treated him rudely so he sued

CNA 66 69 75 69 70 69 64 64 70 69 67 said during the session Employees Before it was all over, he collected
who file claims are more often re- $80,000, and the defense attorneys

Chuhb 66 68 17 67 68 67 62 62 71 71 62 alizing that employers are poten- collected $80,000 in legal fees
Royal 65 68 - --77 68 70 67 66 59 75 71 62

tial gold mines "That was good for me and it
-- Job postings can be problematic was good for them, but it wasn't

Zunch 66 67 76 66 68 66 61 62 69 66 62 documentation for employers if an good for their client," he said
AIG 66 59 67 54 62 52 53 58 63 63 55 employee or group of employees Theresa E Baus, risk manager in

repeatedly applles for posted posi- New York for The Old Mountain
,Ali gthers., ' , , , , 66 . 68 _ 74 67 69 70 66 62 69 70 67 tions but consistently gets rejected, Co Inc, an Investment manage-

she said ment company, coordinated and
,",1, Fortunately for employers, em- moderated the session
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New approach and prizes keep safety program fresh
Recognizing individuals is important

By ROBERTO CENICEROS

SAN DIEGO-When Service

Merchandise Co. Inc. first created

a safety incentive plan, the catalog
retailer's employees liked the
recognition they were receiving
and valued the safety program's
T-shirts, hats and prizes.

But after three and a half years,
the company discovered it had left

-

the program in place too long
without ever changing it, said
Michelle M. Scott, assistant vp-
risk management in Nashville,
Tenn., for Service Merchandise.
The initial program succeeded in
pulling the issue to the forefront
and making it a topic of discus-
sion, Ms. Scott said. But it eventu-
ally failed to maintain interest,
and the T-shirts, prizes and hats
lost their appeal.

Safety incentive plans need to
be refreshed with new approaches,
goals and prizes, Ms. Scott said.
When safety incentive programs
are left in place too long, employ-
ees lose interest and forget there is
even a program in place.

So in July 1997, Service Mer-
chandise launched a second incen-

tive plan. Although employees
were members of safety teams as
during the first safety incentive
program, this time individual
workers got rewards if they did
not have an accident. During the
first safety program, employees
were given rewards only if their
entire team went accident-free.

"We found that it is important
to give that recognition to the in-
dividual so that they stay interest-
ed the entire month, as opposed to
someone on your team having an
accident and the whole team fails

because of that; then what is to
encourage the others to work as
safely as possible?" Ms. Scott said.

The rewards also were changed.
During the company's first pro-
gram, employees got points that
could be redeemed for prizes or
accumulated until the end of the

year for m6re valuable prizes or a
day off from work. Accident-free
associates were eligible for a year-
end drawing good for one week-
end getaway.

But under the second program,
employees were awarded one half-
day off and a $25 Service Mer-
chandise gift certificate for re-
maining accident-free for three
months. Program kick-off events
included picnics with company

managers cooking and serving
hamburgers and hot dogs.

The company also sponsored a
safety poster contest. Associates'

children drew pictures with safety
themes, and cash prizes were
awarded to several winners. Their

drawings were then made into cal-
endars the company created inex-
pensively in its own printing facil-
ity, Ms. Scott said. The calendars
now hang throughout the compa-
ny.

Setting a specific time frame
during which a safety plan will
run is important for a successful
program, said Sandra M. Jenson,
senior vp for CNA Risk Manage-
ment in Chicago.

Successful safety incentive
plans also require positive rein-
forcement and immediate recogni-
tion for desired behavior. Employ-
ers also must be certain that the

program and incentives happen as
announced, she said.

Negative reinforcement will
produce changes, but the changes
will be sporadic and they will hap-
pen only while employees are be-
ing closely watched, Ms. Jenson
said. Desired safety behavior will
not become automatic when nega-
tive reinforcement is applied.

Being able to give employees
feedback on their progress re-
quires measurement. Failing to set
up a measurement system in the
beginning can be a big downfall
for safety incentive plans, Ms. Jen-
son said.

"Make your measurement sys-
tem a reasonable way to measure,"
she said. "Don't set up for yourself
a complex set of reports that is go-
ing to take you 10 or 20 hours a
month to track, because that is
how measurement systems end up
falling apart, and then your safety
incentive plan falls apart."

Choosing appropriate rewards is
also important. A pat on the back
can go a long way in reinforcing.
good safety behavior, Ms. Jenson
said.

"Think about the last time that

your manager came in and said,
'You did a great job.' That is actu-
ally a very effective reinforce-
ment," Ms. Jenson said. "But if

you are running a safety incentive
plan, you probably want to do
more than that."

Taking appropriate research
and development steps is impor-
tant before launching a program.
Identify problenn locations,
whether they're at distribution
centers, certain manufacturing fa-
cilities or corporate headquarters,
Ms. Scott advised. Then determine

whether one size fits all, meaning,
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will the one program have the
same impact at all those varied 10-
cations?

Quantify your exposures for
management, Ms. Scott said. "The
more you can put the exposure
into numbers and cold, hard facts,
the better results you are going to
get when you are trying to pitch
this idea and get the funding for
it."

Risk managers put themselves
"on the line" when they quantify

EAD

exposures and project the savings
derived from a safety incentive
plan, Ms. Scott said.

"Hopefully, you have some good
data to work with," Ms. Scott said.

"I think it is very important, and if
you feel strong enough about it
and you actually feel that your
company has a problem to the
point where you want to put a
safety incentive program out
there, you have to feel comfortable
in saying, 'This is what our expo-

sure is, what we are paying in
claims every year, and this is what
we think we will save by putting
in a safety incentive program.' "

At Service Merchandise, if risk
management can't quantify a pro-
posed program and project return
on investment, chances are it will

not be supported, Ms. Scott said.
William Sweeney, director of

risk management for The Marmon
Group Inc. in Chicago, moderated
the session. Eli
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mployers warned that comp networks not sole answer
By DAVE LENCKUS

SAN DIEGO-Risk managers who
build managed care networks for
employees injured:t work will not
automatically lower their companies'
workers compensation costs, a risk
manager and a workers comp man-
agement vendor agree.

The network will succeed only if
employers have contracted with
physicians experienced with workers
comp injuries and if employers take a
series of other steps beginning before
injuries occur and continuing after
injured workers have been sufficient-

ly rehabilitated and have returned to
their jobs, they said.

"Being a risk manager, you should
realize that when you build a work-
ers comp network, you have to do
more than just hope employees will
visit the site," said Marshall Sher-
man, director of risk management-
campus services for Philadelphia-
based ARAMARK Corp., a provider
of food, laundry, uniform rental and
day care services.

During the five years since ARA-
MARK created its workers comp
managed care network, claim fre-
quency and severity have dropped,
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Mr. Sherman said during a session he
moderated at the Risk & Insurance

Management Society Inc. annual
conference last week.

The percentage of the company's
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workers comp costs representing lost
time has dropped to 18% from 25%,
even as the company's revenues grew
10% annually ding the past three
years. The remaining costs are medi-
cal only costs.

The company has 90,000 domestic
employees and 150,000 employees
worldwide.

Mr. Sherman and Maddy Bowling,
an Itasca, Ill.-based senior vp with
workers comp management compa-
ny Intracorp, outlined how managed
care networks can help risk man-
agers cut workens comp costs.

The quality of doctors who em-
ployers select for their networks is a
"critical" factor in the success of a

network, Ms. Bowling stressed. The
physicians should be experienced in
handling workers comp cases with a
demonstrated ability in disability
management. Ideally, a network
should consist of board-certified oc-
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cupational physicians, but they are in
short supply, Ms. Bowling said. Em-
ployers can fill that gap by contract-
ing with other specialists, such as in-
ternists, urgent care physicians, chi-
ropractors and orthopedic doctors as
well as with family physicians.

Another extremely important fae-
tor in selecting network physicians is
a doctor's return-to-work policy. The
policy should be "clear, specific and
easy for employers to use," Ms. Bowl-
ing said.

For example, in describing the du-
ties that a returning worker is able to
perform, an employer would not
want a doctor to report that the
worker "is able to drive a forklift."

Instead, the physician should specifi-
cally identify the worker's abilities
and physicallimitations, such as how
long the worker could sit or stand.

"You want the employer to identi-
fy the jobs within those abilities and
restrictions," Ms. Bowling said.
"That's an important distinction."

A network of workers-comp savvy
doctors is of little value, though, if
workers do not know about it until

after they are injured, the speakers
said. Both Ms. Bowling and Mr.
Sherman criticized any thought that
educating all workers about the
workers comp process prior to any
workplace-related injuries or illness-
es drives up workers comp costs.

A 1997 Intracorp-sponsored sur-
vey, conducted by The Gallup Orga-
nization, found that at least half of
the 514 surveyed workers-all of
whom had suffered workplace in-
juries or illnesses within the previous
three years-were disappointed with
the lack of information they had
about their employers' workers comp
programs at the time of their injuries.

That disappointment extended to
their physicians as well. Seventeen
percent of the respondents reported
their physicians could not tell them
how the workers' injuries would af-
feet future job performance. Those
workers were more likely to involve a
lawyer in their claim and be out of
work a month or longer, the survey
found.

Only 20% of survey respondents
said they received recommendations
about which physicians they should
see. Of those who received some di-

rection, 95% sought treatment from
the network physicians, and three-
fourths were satisfied with the care,
she said. Overall, the survey found
that more than 75% of the respon-
dents would have liked such direc-
tion.

Before workers sustain even a mi-

nor scratch or miss one day of work,
"tell workers about the network, and
tell them you're concerned about the
care they receive," Ms. Bowling said.

"The survey shows that communi-
cation increases worker satisfaction
and decreases lost work time and lit-

igation," she said.
The survey results also show why

risk managers should not overlook
what the physicians should bring to
the table for employees, Ms. Bowling
said. In particular, she said, the
physicians should be "first-visit
friendly," because an injured work-
er's initial doctor visit will set the
tone for the remainder of the claim-

management process.
Mr. Sherman said workers comp

statutes mean that workers comp is
"an employee benefit." Rather than
taking an adversarial approach to
workers comp, employers should-as
they would with other benefits-be
an employee advocate and fight for
"every penny" of benefit the employ-
ees deserve.

"Treat your employee as a friend
and not an adversary, and you'll re-
duce overall costs," he said.

Hand-in-glove with that philoso-
phy, ARAlVIARK educates its em-
ployees about safety and informs
them of the managed care network
that is available. Five years ago, the
company educated every manager
about the networks so they could
pass along the information to em-
ployees. Because of relatively high
employee turnover at the company,
ARAMARK later this year will re-
peat that management education ef-
fort.

Some audience members, though,
questioned how responsive unionized
labor would be even when informed

early about a physician network. The
audience was particularly concerned
about labor groups that are advising
members to have their own workers
comp physician lined up in the event
the workers are injured on the job.

Mr. Sherman advised risk man-

agers to involve unions in the physi-
cian selection process but not to ex-
pect them to fully buy into the pro-
gram until the unions and manage-
ment build trust over the issue.

Mr. Sherman also advised risk

managers to personally check out
doctors' offices to see what injured
workers are experiencing. Key con-
cerns should be the office's appear-
ance and the waiting times. "Nothing
is more frustrating than waiting in an
office for two hours and being exam-
ined for 10 minutes," especially if the
employee is already a little mistrust-
ful about visiting a network physi-
cian, Mr. Sherman observed.

The convenience of location and

office hours also are important fae-
tors for workers, he said.

Employers also should take some
steps to retain their networks' physi-
cians, Ms. Bowling said. Among oth-
er things, physicians need an advoca-
cy system in which their various is-
sues can be resolved. For example,
continuous education should be of-

fered; ease managers should be di-
rected to collaborate with, not over-
see, physicians; and policy and proce-
dures should be clearly communicat-
ed.

And employers must keep on top of
the demographics of their networks
so they can respond adequately to
changes, Ms. Bowling said.

That means keeping track of physi-
cians who join or leave the network,
maintaining physician reimburse-
ment methodologies and capturing
case outcome data to evaluate how

well network physicians are per-
forming.

"Everything you do is fed by that
network data," Ms. Bowling said.

Mr. Sherman said that maintain-

ing physician reimbursement proce-
dures that ensure quick payment is
essential. Injured employees, espe-
cially those earning low wages, will
not be happy if physicians are not re-
imbursed promptly and begin seek-
ing payment from the workers, Mr.
Sherman noted.

During the post-injury period, the
injured worker should receive the
same consideration that employees
injured off the job receive, like get-
well notes and calls inquiring about
their progress, both speakers empha-
sized.

And, return-to-work programs, in-
cluding modified-duty programs,
help reduce lost work time and dis-
courage workers from bringing in
lawyers to handle their claims, Ms.
Bowling said.

"If you have the trust of your em-
ployees, you can do wonders" in re-
ducing workers comp costs, Mr.
Sherman concluded. "But, you must
make sui-e you deserve that trust."

Betty J. Nelson, director of com-
munications for Intracorp, coordi-
nated the session. Ell
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Disney World doesn't goof around with safety wrong with this picture?" Each illus-
trabon also showed what percentage
of Disney World's total employee ac-
cidents were related to that particular

mumeate the message that we need to product, Ms Minor explamed "We penl For example, burns, which oc-
By JOANNE WOJCIK IL thS'[RB (Ii,EM# care We need to care Just as much were really good at taking care of cur at 24% of Disney World's loca-

lnIMP[0813' about our cast members and their en- things when they happened," she tions, represent about 77% of the
SAN DIEGO-Employers that S 4 vironment as we do about our own said, but "we wanted to move more company's total work-related m-

demonstrate to their employees that famihes and our homes," Ms Mmor from being reactive to proactive" juries

they really do care about safety are agement services there explamed "So when we got through patting To further demonstrate manage-
hkely to have fewer workplace acci- Unfortunately, despite manage- "We wanted to give them some them on the back, that's when we ment's comrmtment to reducmg
dents, loss control experts say ment's commitment to safety, em- tools that they could immediately im- made our call to action," she said The workplace m}unes, Disney World put

For loss control to be effective, "you ployees are more likely to focus on its plement to make a difference m their motto of the program was "Safety is its money where it's mouth was "We
must have sincere management com- contribution toprofits than to compa- areas We also wanted to stress to Magical But It Doesn't Magically managed to get the executive vlce
mltment and Interest, you must have ny safety, she found them they didn't nec:essanly have to Happen " president to get his vice president to
supervisors playing a key role, and In fact, 21% of Disney World's be a supervisor or a manager, that Durmgits employeesafely program agree tomake (safety) part of his top-
you must have training. asserted 45,000 employees said they didn't be- they needed to be our eyes and ears presentation, Disney World illustrat- five measurements for bonuses," Ms
James W Smirles, a retired safety en- heve management "put safety first to out there, looking, recognizing and ed the effect of a 99% safety rate if it Minor said
gmeer from Long Grove, Ill -based provide secure, safe expenences for correctmg unsafe acts and unsafe were translated mto other disciphnes Less than a year after the program
Kemper Insurance Cos cast members," Ms Minor said Dis- condihons, and that they have the au- For example, "; 99% were good was implemented, Disney World's ac-

Not only must supervisors have ney calls its employees "cast mem- thonty to do that" enough, then 291 pacemaker opera- cident frequency rates declmed sig-
safety training but "you've got to bers," she eplamed After employees viewed the car- tions unll be performed mcorrectly niflcantly m all areas housekeepmg
train the employees at all levels," he "What we've got to do is to find a toon, Disney World commended them thls year ,Ms Minor said, reading saw a 46% declme, water park in-
said way to make it come natural to them for reducing their lost-time accident her presentation shdes "That's why Junes fell 35%, textile services in-

Aspart of that training, employers to focus onsafety at the same time frequency rate 71% between 1992 wehavetohavezerotoleranceforac- lunes dropped 26%, energy services
should send the message to their em- that they're focusmg on bnnging dol- and 1997 cidents and injunes in the work- injuries dropped 22%, and parks cus-
ployees that "they're valuable to us, lars to the bottom hne," she said Part of tlus reduction was attnbut- place," she mmsted todial miunes fell 15%
they're somethmg to us, they're a fam- In an effort to cultivate this safety ed to the company's aggressive early Disney World also showed employ- And Disney World's Risk Manage-
ily, and we don't want to see them consciousness, Disney World devel- return-to-work program, the cost of ees what the company's top-flve ment Services department altered its
hurt, like I don't want to see my chil- oped a communications program that which was charged back to the areas work-related injuries cost vision statement to be more on target
dren or my grandchildren hurt," Mr combmed an old Donald Duck car- where the accidents occurred, accord- "The audience response was abso- Together' We Will Provide a Safe
Smirles insisted dunng a session held toon titled"How to Have an Accident ing to Ms Minor Disney World pro- lutely phenomenal, because even Environment that Results in a Magi-
during last week's Risk & Insurance at Work" with mformation that de- vides up to six weeks'llght-duty work though they know they're expensive, cal Guest and Cast Expenence," the
Management Society Inc annual con- fined the cost of workplace accidents to inlured employees, who are mom- they don't ever really hear the num- statement now says, accordmg to Ms
ference m San Diego m language employees could under- tored by hght-duty job coordinators bers," she said Minor

Walt Disney World Co m Lake stand But the company wanted to "raise For the prevention part of the pro- Freida L Jackson, president and
Buena Vista, Fla, always has made "What we wanted to do was intro- the bar" in the safety area Just as it gram, Disney World used comical risk manager of Park South Associ-
safety a high priority, according to duce to oursalaned staff employees a had been domg over the past few black-and-white cartoon illustrations ates Inc in Charlotte, NC, moderat-
Jeanette Mmor, director of nsk man- program that would somehow com- years to improve the quahty of ltS that begged the question, "What's ed the session iN

Fast returns promoted A call to action in comp law
Consultant outlines return-to-work strategy

By MICHAEL PRINCE "Without good information, it's a higher level of care, as the network
By JUDY GREENWALD the Washmgton Busmess Group on highly pohticized process," he said providers generally specialize m oc-

Health that estimated overall disabil- SAN DIEGO-Risk managers The fastest-growing area of state cupational rehabilitatton, he said
SAN DIEGO-A steel mill m an ity costs wlll reach $340 bilhon annu- must become famihar with the regulation concerns treatment But to become certified as an

assigned risk pool that paid what ally by the year 2000 workers comp laws where they have guidelines These guidehnes tell MCO requires a detailed apphcation
amounted to more than $6,000 a year Return-to-work programs can save operations and become mvolved providers what types of treatment to state regulators, who review the
per worker m workers compensabon money through lowerloss and adiust- with the legislators and regulators should be provided to the patient apphcations critically, he said He
premiums clearly had an meffective ment expenses, Increased productivi- m those states to help guide devel- and at what bmes certain diagnostic counsels apphcants to not expect
return-to-work program ty, and enhanced employee and labor opment of the laws, two experts say tests should be performed They are overmght approval of an apphca-

But a tecble mill whose employees, relations, among other means, Mr "The rules of the game are set m designed to lower the variation in tion "It's a long, drawn-out, tedious
m response to company incentives, Beigbeder said the pubhc debate and pubhc sec- process with which you must be pa-

ignored carpal tunnel syndrome He said the mgredlents foranef- tor," andasaresult,employersthat *8*' #g)[)0 /8/8,F,KN.' tient,"Mr Davis saidUUJU_UZAsymptoms to the polnt where they fective return-to-work program m- want to mfluence the law should be- An Important consideration to
had to have surgery was a "bit over- clude come involved in the process and *Mit 1*

Qi..*-.-.-..A
t.nnft[Urlf ' keep m mmd, he said, is that each

board" and needed to make acl]ust- • Immediate response to a report of voice their opinions to the lawmak- == state has its own laws and regula-
ments as well, said a consultant Injury or illness An employee's su- ers, said Richard Victor, executive patient outcome and costs Only two tions Also, because state regulators

The ideal return-to work-program, pervisor should be the one to take the director oftheWorkers Compensa- states had such laws m 1992, ac- hold all the power with certihcation
m fact, "rests somewhere m the mid- inibal steps, Including takmg him or tion Research Institute m Cam- cording to the study This number of MCOs, apphcants should work

her to the doctor, thus lettmg the em- bndge,Mass Jumped to 12 states m 1995 and 21 with them and not adopt an adver-
" ployee know he takes first pnonty, The lawmalang process is 25% states m 1997, the study showed sanal stance

said Mr Beigbeder hght and 75% heat, an improve- Most commonly, the guidelmes " Fighting them doesn't help yourn--<*......n

lnIE#XEUS •Established relabonships with ment from where it was 10 years concern lower back pain, but some m thls arena," he said
- - medical providers It is better to have ago, when it consisted of 90% heat, guidelines cover carpal tunnel syn- Because the MCO legislation is

dle," though more toward the textile a support system that includes doc- he said drome and upper extremity mlunes relatively new, many states are stlll
mill example, said Stephen Beigbed- tors famihar with workers compen- Good mformation needs to get The treatment guidehnes vary grappllng with their goals, and reg-
er, manager at Deloitte & Touche sabon, he said If a doctor should mve mto the hands of legislators and the from state to state, demonstrating ulators aren't clear on the direction
L L P's Hartford, Conn -based actu- apparently inappropriate advice, an pubhc to gulde pollcy-making on their political nature, Mr Victor the legislature has provided So it's
anal and insurance consulting group, mdependent opinion can be sohcited workers comp issues, rather than said If they were based on purely important for risk managers to read
drawmg on his experience as a con- • Root cause analysis and corree- anec(lot:al evidence dommating the scientiftc evidence, each state would the law itself rather than rely on
sultant tion It is important to take corrective debate, he said adopt the same guidelines for ihe someone else's mterpretatlon

Mr Beigbeder discussed return-to- achon, or the employer nsks prompt- At the Risk & Insurance Manage- same Injuries Because people don't "It's not as difficult as you might
work programs durmg a session at Ing an Occupational Safety & Health ment Society Inc 's annual confer- vary between states, "it might be think," he said
the Risk & Insurance Management Administration investigation, he ence last week, Mr Victor presented that the pohtics are diferent from Also, because the laws can be m-
Society Inc conference last week warned fmdmgs from a 1997 WCRI study state to state," he said terpreted differently by regulators,

Return-to-work programs should • Reasonable accommodation that showed how each state and the Beyond involvement with state communicating with them can help
recognize that work determines our guidellnes for restricted-duty place- District of Columbia is attempting lawmakers, it's also cntical for rlsk guide their Interpretation and help
identity to a significant degree and ment Do not abdicate responsibility toregulate workers comp managers to work with state regula- rlsk managers understand the regu-
people recover from disabilltles faster to vendors, where a third-party ad- State mandated fee schedules tors, especially when trying to es- lator's concerns Communlcatmg
when they are at work, he said Sit- mlnlstrator's case manager may be 4,

am the most common way to regu- tablish a managed care organiza- with legislators to help them under-
ttng at home can lead to treatment for jugghng 200 cases, he said late workers comp medical costs, tion, said Michael Davis, chief legal stand an employer's concerns also is
"emotional issues" that are not part "Be a squeaky wheel," he said, but they are amazingly irrational," counsel and vp of government af- important, he said
of the ongmal mlury "Make sure you know what's going he said Forty states use fee sched- fairs and comphance at Intracorp m Mr Davis added that because the

He suggested a good approach is on m these cases " Review cases reg- ules to regulate the cost of medical Phnadelphia MCO legislation is relatively new for
found in sports medicme, where in- ularly with the TPA, and select "pomt services, but none has passed such Numerous states have passed leg- those states that have passed itt,
jured professional athletes wlll suit persons" so there are not nlne human legislation since 1995, he said islation permlttmg the formation of there is a certain amount of disorder
up, stand at the sidelines and perform resources people talking to nine peo- The problem with fee schedules, MCOs These organizations provide among lawmakers and regulators A
functions such as calhng plays pleattheTPA he said, iS they bear no relation to the provider network and admims- risk manager, therefore, can try to

"Injured players are sttll very much • Have a documented program the real costs of services Instead, tratlon for an employer's workers create order; the best way to achieve
a part of the team," Mr Beigbeder communicated to all constituents they are the result of polltics comp program and allow employers this is to understand the regulators'
said "The closer people are to their 44Try to take away any excuse for not For instance, the study showed one-stop-shopping for a workers wishes and address them while
regular work, the faster they get knowing what to do," he said that fees in Connecticut on average comp program and the cost savmgs communicating to them your own
there " Mr Beigbeder also coordinated the are set at more than double those in of a managed comp provider net- concerns about the law

Along with the"signihcant human sesmon Carol Merit, director of occu- Flon(la for the same procedures, he work Also, an MCO permits em- Susan Fazo, director, marketing
element" mvolved m gettmg people pational health marketing at the said This is not because of differing ployers to channel their employees property/casualty managed care for
back to work, there are financial con- Oakland, Cahf -based Kaiser Perma- costs but rather the outcome of a po- mto the network This notonly saves Intracorp in Philadelphia, moderat-
siderations, according to Mr nente Medical Care Program, moder- htlcal process money but provides employees a ed the sesmon
Beigbeder, who cited a 1996 study by ated the session
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Dispelling preconceived notions about IDM programs
By MICHAEL BRADFORD conference last week and disability management services said Discussion focused on the re- comp processes

Mr Hoovler pomted out that "the at the office furniture manufacturer sponsibilities of different depart- She quickly debunked another

SAN DIEGO-Employers who first barner lS that workers com- based in Grand Rapids, Mich Ms ments in the benefits process, and barrier the behef some workers and
take on the task of Implementing an pensation is not perceived as an em- Child was the session moderator "by the time we were senously con- employers hold that medical treat-
integrated disability management ployee benefit" and therefore Steelcase last year put in place an sidering integration, we were used ment is different for occupational
program must convince manage- should not be Included in a package IDM program that covers the com- to meeting together, looking at and non-occupational Injuries
ment and employees that some pre- that contains such benefits as short- pany's employees m five states The some common problems we were all "Do you really think there is a
conceived notions about the pro- term and long-term disablhty company self-insures its workers experiencing" and developing ways difference?" Mr Hoovler, the ses-
grams are inaccurate

.Any company which is begin- to solve them together, Ms Child mon coordmator, asked

The programs are gaining popu- ning to consider the possibility of *S'' z,"·/rnitt..1 F/*In*,4 explamed "None," she answered "Abso-
tz,RIAS '.•n••r-,larity as businesses begin to incor- creating a disability management NIIA Mr Hoovler pointed out that lutely not " agreed Mr Robinette

/71.-.....A
porate workers compensation, dis- program must first come to terms AT:,0,0,*r , ' j ' some employers are somewhat "The point lS, you want to get the
ability and other benefit programs with this erroneous perception," he AIL'-B , r', hamstrung by a lack of benchmark- person back to work What's the
ir.to single packages that cover oc- warned "Rather than viewing comp and short-term disability ex- ing data that could make a cost- diference if the mjury happened off
cupational and non-occupational workers comp as merely a statutory posures and buys coverage for ltS benefit analysis of an IDM program the lob or on the lob?"
Injuries requirement, employers and em- long-term disability risk, all of easier Ms Child and Mr Robmette both

"As with any organizational ployees should view workers comp which are rolled into the program There's not a lot of information said they have seen no evidence that
change, the notion of implementing as part of a continuum of integrat- Compliance matters related to tne out there, Ms Child confirmed She another belief among some workers
an IDM program at your firm may ed benefits" that promote produc- Family and Medical Leave Act also said Steelcase management bought and employers holds water That is,
be met with a lot of doubt," said H tivity and profitability while im- are handled as part of the program into the concept partly because of that managing care through IDM
David Hoovler, vp at J&H Marsh & proving the health of employees, Ms Child said that in the early the advantages employees would programs increases the number of
McLennan in Grand Rapids, Mich Mr Hoovler said 1990s, the company recognized that realize in moving easier and with workdays lost due to injury or 111-

"Is it easy" to set up an IDM pro- Another bamer mvolves "silo employees viewed as somewhat in- less confusion through the benefits ness
gram? asked Douglas C Robinette, mentalities" m which risk managers efficient the different systems in process "We haven't found that to be the

executive vp, customer services at and human resource managers per- place to handle claims under tne Ms Child said top management case," said Ms Child
Wausau Insurance Cos in Wausau, ceive that they have to work sepa- separate coverages that eventually also was convinced because they Mr Robinette said he has seen

Wis "No, it's not But the rewards, rately mstead of together as a smgle became part of their disabillty man- were aware that a more efficient programs that in fact have led to
as we have seen from the statistics, umt agement program claims management system and one significant savings because employ-
can be very, very large " That bamer was overcome "very A management board with an that got workers back on the Job ees are returned to work faster,

The programs were the topic of a slowly and with some difficulty," employee representative was faster would produce savings That which keeps down productivity
panel discussion at the Risk & In- for Steelcase Inc, according to Lib- formed to address all issues that in already had been proven by earlier losses and expenses related to tram-
surance Management Society Inc 's by Child, manager, managed claims any way related to disability, sne changes to Steelcase's workers ing replacement workers

Preventive steps put employers on safer legal ground
By ROBERT KAZEL on guard for vulnerabilities grow- Plans liable under the Employee legal snafus Include mergers and government without delay, he

ing out of their own errors Retirement Income Secunty Act terminations of plans, negligence, said
SAN DIEGO-Employers that In short, everyone makes mis- and that may cause serious legal plan disclosures, imprudent in- " If you get caught, it's going to

think they have a firm legal foot- takes, but when an employer errs problems for employers that make vestment of assets, failure to pur- be significantly more major" than
ing in today's benefits environ- by giving employees wrong infor- administrative mistakes include sue delinquent plan contributions, if you notify voluntarily, he said
ment should beware The ground mation or managing benefits profit sharing, 401(k) plans, em- and administrative errors, he said If you get caught, and it's not an
below may be quicksand funds incorrectly, the penalties ployee stock ownership plans, ac- As preventive steps, Mr Sandler operational error-if your plan

Legal challenges facing even cident insurance, supplemental suggested document is wrong-then you
knowledgeable and well-meaning unemployment, group health, den- • Undergo an ERISA compli- have to amend the plan I know of

plan sponsors have increased mul- tal and vision, disability plans, life ance audit one case where a company had to
tdold as the benefits world has 1*t.i.rin , insurance, prepaid legal services, • Go through the IRS Employee write a check for $10 million to
grown more complicated, two ex- and severance packages, he said Plans Compliance Resolution Sys- the IRS-that's certainly by far
perts told a group of benefits and may be high Employers also are Those not liable include workers tem, a mechanism for identifying the worst one I've heard-to pre-
risk executives last week at the responsible for the actions of those compensation, non-qualified potential errors vent them from disqualifying the
Risk & Insurance Management who help administer or manage plans such as deferred compensa- • Hire consultants plan "
Society Inc 's annual conference in plan assets on their behalf tion (generally for highly compen- • Carefully review impact of According to Mr Granahan, the
San Diego Plan sponsors should first iden- sated executives), plans offered by mergers and acquisitions on the age of managed care has brought

Robert N Sandler, a partner in tify the fiduciaries that have re- state, federal and political subdi- plan Wlth lt fresh legal perils for plan
the Philadelphia law firm of Saul, sponsibility over ERISA plans, be- visions, and church plans In a more general sense, employ- sponsors, because through their
Ewing, Remick & Saul and a spe- cause these are the individuals or Some prohibited ERISA trans- ers should take pains to avoid con- relationship with managed care
ciallst in employment law, and entities that will be held liable if, actions are investment of assets by flicts of interest, fund plans ade- organizations, employers have be-
William L Granahan, senior con- say, a clerical gaffe threatens to fiduciaries who have conflicts of quately, avoid banned transac- come potentially responsible for
sultant in Worcester, Mass, with sink a pension fund or a temble interest and investment in the em- tions, and select competent fidu- the mis(leeds or mistakes of those
Milliman & Robertson Inc, said stock investment is made with em- ployer's own stock or real estate ciaries, he said organizations The employer's use
employers may be less likely to be ployee savmgs, Mr Sandler said Other common roots of ERISA Also, contracts with providers of utilization review, in this view,

should protect the plan sponsor is a restraint on the Independent
"In your contract with your ser- judgment of physicians, and those

I- vice provider, you should look employers that self-insure and
carefully at the kind of language deny some claims place them-
that you have with regard to the selves even closer to the center of

0 a responsibility they're engaging responsibility for their actions

Is there Flexi le in," he said "There should be a An employer selecting providers
section that says they'll be liable for a health benefit plan could, for t
for anything due to their negli- example, later be deemed respon-

Benefit Softwa re gence Also, see that your service sible if any of those providers
a 0 providers have agreed to hold you proved incompetent or did not

*64,i'to-I A harmless They should You're not have proper credentials, MrOk-1

for Windows? an actuary You're hiring them to Granahan said
be the actuary You're not the ac- "The fact of the matter is on a

countant So if you're audited, the first-dollar basis, many of us offer
accountant should hold the com- HMOs, and maybe only HMOs, to-
pany harmless " day," he said "What that por-

Every employer should fully an- tends for our employees is the only

¤ Travis Software alyze existing contracts, Mr San- health care they can buy will force
dler said them to go to a selected set of doc-

000 "Look at the various contracts tors What if you're self-insured?
that you have," he advised "Look If you're self-insured, and within
at it from the viewpoint of the lev- that self-insured program you
el of liability, but also so you have an HMO, does that hold out
know what they're doing A lot of more liability? I'm here to tell you
times I've seen companies that it absolutely does I don't know
have retained parties that do over- how the courts eventually will
lapping services, and so they re handle all of these cases, but I
paying too much-or, even worse, know that HMOs and managed
they think they've hired someone care organizations and integrated
to do something and they're not delivery systems are gradually be-
doing it " ing drawn in, and ERISA is not

Companies that suspect an pre-empting these plans "
ERISA violation has occurred Mr Granahan coordinated the

should get a lawyer and tell the session



Global Briefs

Discussions are in progress to consol-
idate the electronic data exchange net-
works servicing the international insur-
ance industry: the Reinsurance & Insur-
ance Network, the London Insurance
Market Network and the World Insur-

ance Network. Kevin Ashby, Limnet
chief executive, confirmed the three

groups are in talks aimed at closer co-
operation and consolidation of their
electronic trading services, which may
include a possible merger. "We haven't
yet articulated what form (consolida-
tion) may take," he said. Rinet, estab-
lished in 1988, is owned by its 540 bro-
ker, insurer and reinsurer members in-

ternationally. Limnet, established
in 1987, is owned by Lloyd's of London,
the Lloyd's Insurance Brokers Com-
mittee, the London International Insur-
ance & Reinsurance Market Assn.

and the Institute of London Underwrit-

ers. WIN, established in 1995, is owned
by Aon Corp., Marsh & McLennan
Cos. Inc., Sedgwick Group P.L.C. and
Willis Corroon Group P.L.C. Mr. Ashby
said the three organizations are
"singing a similar song," and there is
"substantial overlap of ownership and
membership." . . .Chicago-based Aon
Corp. has announced an agreement
in principle to acquire Norwegian bro-
ker Grieg Insurance. The privately
owned, Oslo, Norway-based brokerage
has 100 employees at offices in Oslo,
Bergen, Kristiansund, Trondheim and
Alesund. The transaction is subject
to due diligence and regulatory ap-
proval. Aon would not disclose the sale
price. . . .Zurich Insurance Co. of
Zurich, Switzerland, has signed a letter
of intent to acquire the industrial and
marine business of Swedish insur-

er Trygg-Hansa Insurance Co. Ltd.
of Stockholm for an undisclosed

amount. Trygg-Hansa's industrial and
marine division, which does business in
Sweden, Denmark, Norway, Finland
and the Baltic nations, wrote gross pre-
miums of 1.3 billion Swedish kronor

($167.3 million) in 1997. The sale, sub-
ject to approval by both companies'
boards and insurance regulators,
is expected to be finalized by mid-
1998. . . .Bad weather in the United

Kingdom and Canada this year has re-
sulted in claims of £37 million ($61.8
million) for U.K. insurer Guardian Roy-
al Exchange P.L.C. of London. GRE
said ice storms in Canada in January
(BI, Jan. 19) led to claims of £12 million
($20 million) and wet weather in the

: U.K. in January and Easter (BI, April
1 20) created total claims of £25 million
' ($41.7 million)... .Standard & Poor's

has placed the single A+ claims-paying
. ability of the non-life insurance divi-

sions of Norway's Giensidige Group-
Gjensidige Skadeforsikring and Gjen-
sidge Marine & Energy Insurances-on
credit watch with negative implica-
tions. The credit watch follows the an- 
nouncement that Gjensidige, of Oslo, ;
and the Union Bank of Norway plan to 
merge into a new group called Gjen- j
sidige NOR. S&P believes the merger
has the potential for synergies and mul-
tiproduct distribution but said there is
uncertainty about future capitaliza-
tion. . . .One man was killed and four

were injured in a gas explosion at
Rolls-Royce P.L.C.'s main aerospace
engine plant in Derby, England, last
month. The explosion happened in the
heat treatment section, where a piece
of machinery used to coat tur-
bine blades was undergoing mainte-
nance, said a Rolls-Royce spokes-
woman. A team from the U.K. Health

and Safety Executive is investigating
the accident, the spokeswoman con-
firmed. She said it was too early to
comment on the financial loss to the

company or any insurance arrange-
ments.

INTERNATIONAL
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Insured '97 cat losses down
Almost half the $6.7 billion came from the United States, report says
By SARAH GODDARD sured losses. Across the world, three fires-

The second-most expensive at Brussels' Zaventem airport, a surance coverage in the area:
Insured 1997 catastrophe loss- loss was winter storm damage in spinning mill in Japan and a sil-

es, adjusted for inflation, were the United Kingdom, costing in- icon wafer factory in Taiwan-
about half the 1996 level and surers $500 million. The report and one major explosion at a gas ed from Asian countries.

way below the average for the factory in South Africa caused
years 1989 to 1996, according to $638 million in insured losses.
a report by Swiss Re U.K. More than half of last In overall terms, the United

However, at $6.7 billion, they States proved the most expen- manmade catastrophes, due in
"considerably higher" Year's disasters were sive geographic region, claimingwere

than each year from 1970 in Asia, but the area $3.1 billion-or 46%-of the to-
through 1988, said the Sigma tal losses covered. In contrast, sity of populations, increased
report, published last month. had a low level of

Europe was the location of 31%

Europe turned out to be the insurance coverage. of the insured losses, reaching areas and a higher concentra-
most costly region of the world $2.1 billion.
in terms of individual catas- But Asia was the most struck

trophic events. by disasters. More than half of the trend.

Figures published in the re- estimates total overall losses last year's catastrophes hap-
port show that last summer's from manmade and natural pened in the region, causing
massive floods in Eastern Eu- catastrophes came to $28.8 bil- more than 16,000 fatalities. In- cy of catastrophic events, but it
rope caused $940 million in in- lion. surers, though, saw little impact

Gibraltar solidifying its spot as a domicile
By SARAH GODDARD

GIBRALTAR-At the southwestern tip of
Europe, the isthmus of Gibraltar, less than four
square miles and attached to the European
mainland by a narrow strip of land, has been
the center of much attention over the past year.

In June of last year, the United Kingdom's
Department of Trade and Industry approved
Gibraltar's Financial Services Commission as a

competent authority to oversee the regulation
of insurance business. This means FSC-ap-
proved insurers now can write pan-European
insurance business, both direct and reinsur-
ance.

Gibraltar-based insurers and captive man-
agers went into overdrive to promote the juris-
diction as soon as the announcement was made.

Certain European insurance regulators were
not convinced of the validity of the arrange-
ment, and it took a formal notice from U.K. au-

thorities to clarify the situation. Now, however,
captive managers are satisfied most misunder-
standings have been cleared up and that
Gibraltar is being viewed as a legitimate juris-
diction.

"Gibraltar has a lot to offer," contends Pen-
ny Murray-White, director of SINSER Captive
Management, a SINSER agency in Gibraltar.
'It has very high regulatory standards-the
FSC must match the U.K. standards." The

domicile has worked very hard to bring up
standards, implementing European directives
and providing legislation for areas such as fi-

nancial services, she added.

In fact, earlier in the year, U.K. Foreign Sec-
retary Robin Cook publicly praised Gibraltar's
high regulatory standards, and many in the
Gibraltar captive community saw his com-
ments as holding up the domicile as the exam-
ple others should follow, Ms. Murray-White
and others said.

Introducing passporting-the ability to write
insurance business in other European member
states without physical presences in those
countries-has not started an avalanche of cap-

GRAPHIC BY ADAM DOI

tive formations. Gibraltar had eight captives at
the end of 1997, up from six at the end of 1996.
Several are in the pipeline to start this year.
Norwich Union Fire Insurance Society (Gibral-
tar) Ltd., one of Gibraltar's leading captive
management companies, has more than 30 in-
quiries about setting up captives at the mo-
ment, according to managing director Paul
Savignon. But he is being cautious about the
number that will convert into licensed captives.
"We hope to have four (licensed) by the end of

Captives must
add risks: Speaker

By MATTHEW MacDERMOTT

board by the end of the year.

rather than the players in-we are looking al
the infrastructure first."

guages.

advantage, he said.

risdiction. It is embarked on an ambitious pro-

Reinsurers urged
to offer captives more

PARIS-Captive insurance companies must expand beyond their tra-
ditional scope by bringing in new types of risks.

That was the message from the first European Cap-
tives Convention, held in Paris last month.

Hugh Rosenbaum, convention chairman and princi-
palin Lundon of risk management consultants Tilling-
hast-Towers Perrin, challenged delegates to take the
captive industry into "another dimension" by adding
new exposures.

He said the traditional captive market has reached a
"plateau," evidenced by a downturn in net premium
income and the withdrawal of some of the major buy-
ers. "But new opportunities will carry (the industry) to its next succes-
sion," he said.

Although the number of captives is increasing, Mr. Rosenbaum esti-
mates net premium income in captives, his true measure of growth, was
down 5% worldwide in 1997. He said the reduction indicates a "marked

slowing in growth" and predicts the effects of the soft insurance market
will be even stronger this year, with captives losing premium to the tra-
ditional insurance market.

Mr. Rosenbaum said the major opportunity for the captive industry,
including captive owners, managers and service providers, is "enterprise

See Risks on neztpage

By MATTHEW MacDERMOTT

PARIS-As captive insurance companies take on broader and more
complex risks, reinsurers' services must keep pace, a reinsurance execu-

tive says.
Captive owners are becoming more sophisticated

in what they want from service providers, Erwin
Zimmermann, chief executive officer of Swiss Re
New Markets, told delegates at the European Cap-
tives Convention in Paris last month.

He said Ifinsurers, as traditional capital providers
to captives, are "still necessary but not sufficient."
Reinsurers have to offer new products and services to
captive owners, he said.

Swiss Re New Markets is a division of the Swiss Re Group of Zurich,
Switzerland, that was formed last year to identify and develop new mar-
ket opportunities.

For example, Swiss Re is working on developing combined-risk prod-
ucts for captive that want to incorporate new risks, such as credit and fi-
nancial risks, Mr. Zimmermann said. He declined to elaborate on specific
clients.

While some captive owners "drive the process and challenge us,
others stare us in the face (from lack of understanding). But there is
enough interest to make it a worthwhile endeavor," he said.

See Reinsurers on page 43
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Losses Risks
Continued from previous page
warns that this is not any predic-
tor for future risk exposures.

"A suspected climactic change
leads to an increase in the uncer-

tainty related to the level of
claims," according to the report.

"The insurance industry must,
in its future scenarios, take into
consideration the possibility of a
higher average claims burden
with substantial fluctuations from

year to year." This may lead to
higher premium rates, states the
report.

Nevertheless, despite continued
concern that El Nino-an unusu-

ally warm current off the Pacific
coast of South America-may
cause greater losses in the future,
there are no particular indicators
that will happen, according to the
report. But it warns that "prima-
ry insurers and reinsurers must,
however, give their utmost atten-
tion to extreme meteorological
events."

Last year saw exceptionally low
insurance losses from U.S. storms,
particularly because no hurri-
canes hit the East Coast of the

country. This is most likely due to
El Nino, says the report. Other ef-
fects, according to the Sigma re-
port, are:

• More tropical cyclones in the
northeast Pacific and South Pa-

cific.

• Fewer tropical cyclones in the
Caribbean and northwest Pacific.

• An increased risk of flood-

ing on the Pacific coast of South
America, in East Africa and parts
of Europe and the United States.

• A greater risk of drought-and
associated fire hazards-in South

east Asia, parts of Australia and
northern parts of South America.
In addition, the Sahel zone and

southern parts of Africa may also
experience greater droughts. M

Continued from previous page
risk management," or adding risks to
captive insurance companies.

The challenge is to "incorporate
those other kinds of risks, other kinds
of businesses, that will, should, ormay
be combined with traditional captive
insurance business, such as property
and casualty," he said.

Mr. Rosenbaum said the captive in-
surance company, especially for a
large company with lots of operating
units, is a good vehicle to group all of
that company's risks. Therefore, it
provides risk managers with a focal
point to co-ordinate all of the compa-
ny's exposures.

New risks that he said could be

added to the traditional insurable

risks of captive owners include em-
ployee benefits, pensions and life in-
surance; financial, credit and political
risks; and dificult-to-place or unin-

Gibraltar
Continued from previous page
later in the year.

Motivation for this came from the

withdrawal of most of the U.K. Min-

istry of Defence operations in Gibral-
tar for various reasons over many
years. That has caused the population
of Gibraltar to drop more than 10%
over a period of years to about 27,000,
and MOD employment has fallen
from more than 30% of the employed
population working for the ministry
to less than 6%, according to Mr. Sav-
ignon. "The transition to a private-
sector economy is now coming
through," he said, and the European
Union is providing money to help that
process.

In particular, the Assn. of Gibraltar
Insurers & Managers is providing
programs, backed by E.U. money, to
train personnel-whether local or ex-
patriate---at insurance companies and

INTERNATIONAL

surable risks that the commercial in-

surance market has been refusing or
restricting, such as environmental lia-
bility, product liability and earth-
quake coverage.

"Captive owners are looking at it,"
Mr. Rosenbaum said.

However, he warned that the ac-
counting industry, tax authorities and
government regulators might try to
thwart plans to add new risks to cap-
tives and urged the captive industry to
move before that happens.

"The challenge for (the captive in-
dustry) is how are we going to be able
to influence or be a step ahead of the
standards that will be set?" Mr.

Rosenbaum said.

He said another problem for the de-
velopment of enterprise risk manage-
ment is that many captive insurance
industry service providers are "set in
their ways. . ,When the captive insur-
ance company concept emerged in the
1970s, it was the captive managers
that educated potential clients. Who

captive managers.
At the same time, captive managers

are keen to emphasize Gibraltar's
high standard of education for local
people. Many Gibraltarians pursue
university educations in the United
Kingdom-no higher education is
available in the domicile-and a

number will return "because it's nicer

to be in Gibraltar" for climate and

other lifestyle reasons, explained Ms.
Murray-White.

This also explains why many expa-
triates who move to the domicile tend

to stay for a long time. Alan Kentish,
managing and technical director of
BDO Fide Insurance Management
Ltd., lives in Spain and commutes
across the border-like many expatri-
ates. Well-publicized delays and
blockades of the frontier are very
much a thing of the past, he contends.
If there is a problem, crossing by foot
is an easy option.

In general, the relationship with
Spain-traditionally tense since the
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will be the modern-day evangelists?"
he asked.

Mr. Rosenbaum's challenge drew a
positive response from delegates.

Oscar Tyrnon, senior vp of consul-
tants Centre Solutions Ltd. in Lon-

don, part of the Zurich Group, said
the captive concept is"evolving," and
he agreed there is an opportunity to
manage a wider range of risks.

He said captives have traditionally
covered a narrow range of risks but
should become an "aggregational fo-
cal point" for all risks. "If companies
are identifying and managing risks,
they have to put them somewhere,
and the captive is an effective and
tax-friendly way of managing."

Ian McCathie, operations director
of International Risk Management
Group (Guernsey) Ltd. and chairman
of the Guernsey Insurance Company
Managers Assn., said the captive con-
cept will continue to grow, leading to
new, innovative approaches to using
capital to benefit captive owners. "A

Spanish have reiterated their claim to
sovereignty over the isthmus-has
mellowed, according to Peter Monte-
griffo, Gibraltar's minister for trade
and industry.

"The relationship with Spain is get-
ting better" he said.

Last week, the Spanish government
announced there will be general talks
in Madrid during the summer be-
tween Gibraltar's Chief Minister Pe-

ter Carauna and senior Spanish min-
isters.

Other well-documented problems
Gibraltar has experienced also seem
to be dissolving over time. "Gibraltar
has been unfairly treated," said Ms.
Murray-White. The domicile's own
checking systems have been beefed
up.

On the insurance side, this includes

the appointment in 1996 of Jim
Costin, a former DTI regulator, as in-

surance supervisor.

"Generally speaking, (Gibraltar's)
image seems to have been cleaned
up," said Mr. Costin. "The superviso-
ry structure is a hell of a lot better
than it was," he added, and itmatch-
es U.K. standards. If the FSC is un-

sure on how to deal with a certain

problem, it will refer to the relevant
U.K. regulatory body, but it also re-
tains its autonomy.

Even so, Mr. Costin's department
has had to look to U.K. regulators to
clarify the passporting situation.

A recent trip to the United States
by Mr. MontegriSo and Anthony
Fisher, director of the Gibraltar Fi-
nance Centre, aimed to answer the
understandable questions thrown up
over Gibraltar's status. After the trip,
Mr. Montegriffo was confident "the
profile of Gibraltar is limited but
good" in the United States.

One particular aim of the visit was
to find out what U.S. companies want
from Gibraltar as a domicile, includ-
ing allied services such as banking.
The government's aim is to provide
the necessary infrastructure but to let
the players within the domicile define
the direction business takes and at-

tract more major players to Gibnaltar.
So far this year, Chicago-based

broker Aon Corp. has set up a captive
management facility through Nor-
wich Union and is loolang at convert-
ing it into a full Aon office. Sedgwick
Group P.L.C. also has been looking
seriously at starting a captive man-
agement operation in the domicile,
and Mr. Savignon hopes J&H Marsh
& Mcknnan Inc. will follow.

"We recognize that it's important to
get a particular scale of operation go-
ing," said Mr. Savignon. He sees the
domicile becoming recognized as a
fully fledged captive jurisdiction
when it has between 200 and 300 cap-
tives operating.

Most risk managers see the main
competition coming from Dublin, the

number of these things are under
way," he said. "There is lots of analy-
sis going into non-traditional risks. If
you've got the capital and back-
ground, you can get into these areas,"
he said.

Steve Butterworth, director of in-
surance for the Guernsey Financial
Services Commission, agreed the cap-
tive scene is becoming "less of a cap-
tive scene and more of an integrated
financial scene."

He foresees a merging of financial
risks into captive and believes differ-
ent functions, including treasury
functions, eventually will go to cap-
tive managers.

Eamon OBrien, managing director
of Aon Insurance Managers (Dublin)
Ltd. and chairman of the Dublin In-

ternational Insurance & Management
Assn., said there is a trend toward of-
fering captive owners a broader range
of services, or a "one-stop shop."

"The use of captives is expanding
See Risks on next page

only other jurisdiction in Europe able
to provide direct-writing facilities
across the Eumpean Union. But costs
are lower in Gibraltar, say the man-
agers, and the tax environment,
which has no value-added tax, wealth

tax or capital gains tax, is much
kinder.

In addition, once a captive has
signed up and decided its tax status,
the tax certificate it is granted lasts 25
years. Mr. Kentish anticipates
changes to Gibraltar's overall tax sys-
tem in the light of European tax har-
monization moves, but he predicts
this will mean the jurisdiction will
move to an overall low-tax regime.
The 25-year tax exemption certifi-
cates will retain their validity until
they naturally run out.

Nigel Feetham, a banister with the
law firm of JA Hassan & Partners,
said the domicile is beginning to look
at altering the tax treatment of com-
panies in the jurisdiction with an eye
to the European harmonization pro-
posals.

Norwich Union is targeting poten-
tial clients from the United States,
Europe and the United Kingdom, "in
that order," said Mr. Savignon. The
United Kingdom is a particularly sat-
urated market for captives, he said,
though BDO Fidecs' Mr. Kentish is
exploring the potential of group and
association captives from the United
Kingdom. Japanese parents also have
shown intemst, according to Ms. Mur-
ray-White and Mr. Kentish. "Gibral-
tar is now on the shopping list," he
commented.

Among the numerous visitors to the
domicile since passporting was ap-
proved has been a "large Lloyd's

business across Europe using the
passporting provisions, according to
Willis Corroon's Mr. Callaghan.

risk transfer domicile, said Mr.
Feetham. Its small size enables it to

to become a major player in the inter-
national captive arena means man-

opportunities for future clients.

need to tread carefully.

Gibraltar to complement operations

same time avoiding fronting fees be-
cause they can write direct business
across Europe.
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all the time," he said. "I think you will
find more and more merging of finan-
cial and insurance markets."

Mr. O'Brien thinks more captive
owners will take money out of capital
to work through captives, using them
as a source to coordinate risks.

He said most interest is in the ex-

pansion of captives into pensions and
employee benefits plans.

Mats Lindkvist, chief executive of-
ficer of Stockholm, Sweden-based in-
temational captive management com-
pany SINSER Group, agreed that life
insurance, pensions and employee
benefits represent a "fantastic expan-
sion area" for captive insurers.

He said there has been a "lot of talk

and effort" among captive owners to
broaden the captive concept. "But the
market has not been mature for it

yet," he said.
However, Mr. Lindkvist believes

that will change. He said the deregu-
lation of state pension plans across
Europe in particular could lead to
more use of captives for corporate
pension plans. "There is the potential
for captives to come into areas previ-
ously held by the state." iN

Reinsurers
Continued from page 41

Mr. Zimmermann said a learning
process is involved in developing the
new products, and he could not say
when they will be finalized. "This is a
complex process we are working on.
We are part of the way there but can't
say when we will roll out."

New combined-risk products will
help "smooth the basket of risks" for
large captive owners, Mr. Zimmer-
mann said.

He said the changing captive insur-
ance market represents a good oppor-
tunity for reinsurers willing to meet
the challenges ahead.

Changes in the captive market are
"more than just a fashion fad" and are
"something serious," he said. The
drivers of change include increasing
globalization of business, creating
larger and more complex risks; in-
creasing litigation and volatility in the
casualty market; increased perfor-
mance pressures; new technologies;
and tougher regulatory environments,
according to Mr. Zimmermann.

"All this makes risk management a
different game," he said. "It has
moved from a compartmentalized,
segregated game to an integrated
game."

Integrated risk management en-
compasses all risks, coupling tradi-
tional insurable risks with new risks,
such as financial, credit and business
risks that traditionally have been the
responsibility of chief executive or fi-
nancial officers, Mr. Zimmermann
pointed out.

Captives are becoming increasingly
important for companies and will be
used to create"a basket of risks to put
capital against " he said

If handled properly, the captive in-
surance company will be the "focal
point for the aggregation of all risks
and the definition of a company's to-
tal risk appetite," Mr. Zimmermann
predicted.

"Captives can realign a company's
focus toward the structuring of holis-
tic risk financing solutions," he said.

Mr. Zimmermann said he believes

that multiyear, multiline captive pro-
grams are now standard and will be
overtaken by more complex struc-
tures.

He said the challenge for capital
providers is to offer products that will
help captives rnanage the broader
range of risks. "Capital strength is in
abundance, so you also need a
breadth of skills," he said. m
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Awareness, flexibility, savings key
Captives risk management tools, not just tax havens: Panel

By MATTHEW MacDERMOTT

PARIS-The development of
greater risk awareness throughout
an organization, increased insur-
ance flexibility and cost savings
are the major advantages of cap-
tive insurance companies, says a
panel of risk managers.

Four multinational corporate
risk managers talked about the
strategy behind their use of cap-
tives at a session at the European
Captives Convention in Paris last
month. All four agreed that cap-
tives are not just tax havens but
highly effective risk management
tools.

Jeremy Meyrick-Jones, direc-
tor-group risk management for
British Aerospace PLC., based in
Farnborough, England, said cap-
tives help organizations get away
from the insurance company men-
tality of "it's insured."

He said captives, if treated the
same as other operating units, can
significantly improve risk aware-
ness throughout an organization.

"Losses quickly come to the no-
tice of management and the
board," he said. "At the end of the

day, they can see that we (the
company) are taking the first (in-
surance) hit."

British Aerospace, which makes
military and commercial aircraft
and defense systems, designs air-
ports and develops property, has
370 operating companies at 400
sites worldwide.

The company has 70% of its to-
tal premiums in two captives: one
onshore United Kingdom captive
that has been licensed by the U.K.
Department of Trade & Industry
for 27 years, and an offshore cap-
tive domiciled in the Isle of Man

since its establishment nine years

ago.

He said having two captives al-
lows the company to absorb losses
across a "wide range of insurance
classes" but did not specify. He

/ EUROFISAN
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said having two captives means
British Aerospace needs to buy
only pure catastrophe cover in the
commercial insurance market.

Mr. Meyrick-Jones said operat-
ing companies, not the head of-
fice, generate risks, and that it is
essential that risk awareness is

promoted extensively in large, di-
verse organizations.

He said British Aerospace's cap-
tive companies have made a six-
minute safety and risk.manage-
ment video. So far, 20,000 of
British Aerospace's 50,000 em-
ployees have seen it.

"Ultimately, the captives are
protecting themselves and the
group," he said.

Anders Bjarnehall, general
manager of Akzo Nobel Risk & In-
surance Management, a division
of Akzo Nobel NV, based in Arn-
hem, the Netherlands, said cap-
tive insurance companies are an
integral part of an overall risk
management philosophy. "Other
considerations, like tax advan-
tages, play a subordinated role,"
he said.

Akzo Nobel makes chemicals,

coatings, fibers and pharmaceuti-

arvi

cals in more than 60 countries.

The company has two captives: a
self-managed captive, Akzo Nobel
Assurantie NV, domiciled in the
Netherlands; and a reinsurance

captive, Company de Reassurance
Akzo Nobel S.A., domiciled in

Luxembourg.
Mr. Bjarnehall said the key to

successful risk management is ob-
taining risk awareness throughout
an organization. He said captives
provide the best vehicle to control
risks, as they allow companies to
get to know their risks and claims
development more closely.

Through its own premium allo-
cations, based on its own risk as-
sessments, Akzo Nobel also can

achieve lower long-term costs, Mr.
Bjarnehall said.

"We can obtain a lot of flexibil-

ity and better control over costs,"
he said. "The traditional cycles of
fluctuating insurance premiums
can be avoided, making the costs
stable and predictable."

Mr. Meyrick-Jones said the
long-tail nature of British
Aerospace's business and the high
value of its products means it
needs flexible insurance arrange-
ments. He believes captives,
through internal risk and premi-
um ratings, offer maximum flexi-
bility. "And by retaining more
premium internally, we are mini-
mizing cash flow out of the
group," he said.

Olof Gustafsson, head of corpo-
rate risk management at interna-
tional pharmaceutical company
Pharmacia & Upjohn, based in
Stockholm, Sweden, said captives
provide the internal resources and
insurance flexibility for his com-
pany to better manage its risks.

See Awareness on nezt page
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International Medical

Group, Inc. (IMG) provides

medical, life and supple-

mental insurance plans for

corporations, individuals
and associations. This full

line of products for perma-

nent and temporary needs

is complimented by IMG's

focus on providing quality,

full service, in house

administration.

Call, fax, e-mail orwrite us

today for more information.

The unexpected should not

catch you unprepared.

M G
INTERNATIONAL MEDICAL GROUP
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RETURN 

RETURN® is the premier case managemenVutilization monitoring software
for Workers' Compensation, disability plans or other medical event manage-
ment. It manages providers/networks, return-to-work, and URAC compliance.
Also documents case activity, analyzes outcomes, uses Third party guidelines.
Direct data entry by providers/employers. All states E-1's and Provider reporting
for WC. Unlimited notes, letters, reporting, complete AR, bill repricing.
New option: Comprehensive integrated occupational health module for
employers and medical providers.
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Health Management Technologies, Inc.

3687 Mt. Diablo Blvd. Suite 200 Lafayette, CA 94549
(800) 647 - 7007 www. hmtreturn.com sales@hmtreturn.com
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PYRAMID CLAIMS & RISK MANAGEMENT SOLUTIONS

CUSTOMER-BASED SOLUTIONS FOR PERFORMANCE-DRIVEN COMPANIES

The Pyramid Svstem Pvramid Support Services

Risk Management Pyramid Training Center
Claims Administration Highly Skilled Support Staff

Policy Administration/Rating Customer Support Tracking

Medical Case Management Electronic Bulletin Board

Medical Bill Review The Pyramid User Association

Disability Management Account Executive Program

800 Claims Reporting Numerous On-site Alternatives

Document Imaging Quality Survey Program

WINDOWS • DOS • ORACLE • SYBASE • SQLSERVER NT

Pyramid Services, Inc. An AON Company

Call Our Corporate Office: (203) 743-6000 x262

®

. and IIA
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I guarantee you will learn moie,n less t,rne with
The Burnham System - or your money back

Ray Burnham. CPCU CLU. ARM

19 Everett Street. Southbridge. MA 01550

Call 1-800-GET-CPCU Now!

Reduce Health Plan Claims

Expense Through Audit and
Control of Claims Adminis-

tration. CTI's electronic

screening and statistical pro-
cess control techniques yield
dramatic R.O.I. on audit costs.

Guaranteed results. Call

Scott Butler at Claim Tech-

nologies Inc. (800) 245-8813.

FOR 1998

RATES AND

EDITORIAL

CALENDAR

CALL

312-649-5340

Business
Insurance.
Circulation Bmakdown
Commercial Consumers

Administrative:
CEO's, Presidents,and Owners, . .._2,710
Vice Presidents, Geneel Managers and
Other Administrative Personnel ......... .5,122

Financial:
Chief financial Officers and Vice Presidents

Secretaries, Treasurers, controllers and
other financial Personnel . 4.145

Risk/Employee Benefits:
Vice Presidents, Directors, Managers, and other re-
lated departmem personnel of insurance, nsk, em-
ployee benefits, personnel, compensadon,
pension, safeN, seoulity, industfial relauons,
human resources and employee
labor relations.. 14,748

Sub-total.       32,154
Associations.. .,., 286

Government, Unions and
Edudonal Institutions . . 3,019

Commercial Consumers

Sub-total.. .......... .. 33,459
Insurance Agents and Brokers. ..8,083

Insurance Companies . 6,03
Accounbnts, Actuaties,
Attorneys & Consultants .,............ .2,705
Adjusters, Appraise, TPA's, Captive Managers
& Health Care Providers. 1,578

Others Allied tothe Reid . 757

Total Qualified..............53,525
Non-qualmed,Paid Subsctiptions . 14

Single Copy Sales

TOTAL CIRCULATION .  .53,556
* Source Business/Occupational

bmakdown of qualmedcimulation,
November 24,1997 issue, as
submitted to BPA for December 1997
BPA Publishefs Statement

Benefit Communications Specialists
Design and Production of Custom Communications

• Brochures • Video
• Enrollment and Claim Kits • Newsletters

• Summary Plan Descriptions • and more

Serving Employers, Insurers, Consultants, HMOs, and TPAs
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The Fu# Spectrum of Automated Solutions
for Integrated Managed Care

Fully automated and integrated software and hardware solutions for managed care
administration- specializing in daim and encounter processing, risk management,
and cost containment. Full-service training, support, and consulting.

· Automatic claim adjudication • MICR laser check / EOB encoding
· Automatic benefit oode generation · Optical Imaging / IOCR
• Benefit administration · Point-Of-Service (POS)
· Capitation • Electronic claim workflow distribution

· Case Management · Section 125 - Flexible benefits

· Clinical editing · Over 150 reports/custom report generator
· Electronic Data Interchange (EDI) • Letter generation

All FACT products are year 2000 compatible.

FACTS' Services, Inc.
1575 San Ignacio Avenue, Suite 406 ·Coral Gables, Florida 33146

(305) 284-7400 • www.facts-services.comm
General Automation Value Added Reseller

For advertising information contact: Cheryl Adeszko, Classified & Services Guide Advertising
740 North Rush Street, Chicago, Illinois 60611. Telephone (312) 649-5340 • Fax (312) 649-7937
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He said Pharmacia & Upjohn has a
heavy liability exposure that is diffi-
cult for commercial insurers to han-
dle.

Pharmacia & Upjohn, which had
1997 worldwide sales of $6 billion,
has three captives: in Stockholm,
Luxembourg, and Dublin, Ireland.
The company had a total of $29.3 mil-
lion in net premium in its captives in
1997.

Mr. Gustafsson said captives'
biggest advantages are their heavy
involvement in loss prevention and
claims handling. However, to provide
the best service to its parent, it is es-

'it is essential caplives
offer parents good,
competitive premiums,'
says Olof Gustafsson of
Phannacia & Upjohn.

sential captives also offer good, com-
petitive premiums.

Kenneth Aiken, general manager
of Solen Versicherungen A.G., a self-
managed captive of the Royal Dutch
Shell Group, said premium rates are
a real challenge for captive insurance
companies. Ratings must be "justifi-
able and defensible," he said.

Solen, based in Zurich, Switzer-
land, insures 350 Shell operating
companies in 150 countries. It issues
950 policies annually and handles
2,000 claims a year.

Mr. Aiken said Solen keeps its pre-
miums competitive by encouraging
commercial insurers to bid for busi-

ness within the Shell group.
"Our (Solen) objective is to retain

as much (Shell) business as possible,
but it is healthy if we sometimes
lose," he said. "If the price is right,
the commercial market will win. It

keeps the commercial market inter-
ested." El

Paris hosts
conference

on captives
PARIS--The first European Cap-

tives Convention was held at the Ho-

tel Inter-Continental Paris April 20
and 21.

The convention, organized by IBC
U.K. Conferences Ltd. of London, at-
tracted 68 delegates from the United

EURAI
CAFTIVES 'vll

IIIINVENTION 7

Kingdom, Western Europe, Czech Re-
public, Bulgaria, Slovakia, the Chan-
nel Islands, the United States and the
Caribbean.

Attendees included captive insur-
ance company managers and owners,
corporate risk managers, insurers,
reinsurers, brokers, government regu-
lators, actuaries, accountants and
consultants.

At the present time, it's not known
whether the convention will become
an annual event. For further informa-

tion, IBC UK Conferences Ltd. can
be reached by telephone at 44-171-
453-2706, or by fax at -44-171-323-
4298 ial

1
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Child care outlays Backup er employers Chicago's Deloille & poration's needs, the cost of an indi-
Touche office shares ltS Children- vidual "slot" at one of the various

First facility with, among others, centers can range from $14,000 to

yield savings: Report Cont:nued from page 2 Chicago-based Sara Lee Corp $25,000 annually ChildrenFirst's
the first place " Many corporations are drawn to Ms Jordano said that costs to bund a

Situations such as Mr Pump's are the level of care and secunty offered center for one corporation typically
By MEG FLETCHER for by someone outside the fanuly not umque m today's workplace, ex- by backup centers Karen Batemc, start at $500,000 for a facility that

There are also 24 milhon school-age perts on work/family issues said To executive director of human re- accommodates about 40 children
WASHINGTON-Employers that children in need of care dunng out-of- ease the stress on working parents, sources for Sara Lee, said that, as a Linda Bern, director of health ad-

help their employees obtain high- school tlme" Deloitte & Touche, along with a mother herself, she wouldn't hesitate viser programs for New York-based
quality child care are savmg money Employers have an important role growing number of employers, has to leave a child at the backup center American International Group Inc ,
and increasing productivity, the U S to play in helping meet that need, invested in backup child care ser- "The (employees) that have used lt said the insurer participates m con-
Treasury Department reports though a recent study found that vices that provide emergency child felt very confident," she said "(Chil- sortium-style alternative care facill-

The new, Clinton administration- "only 1% of revenues for child care care when an employee's pnmary drenFirst) thought out everythlng ties because operatlng its ownsepa-
requested report contarns many ex- and early education came from the care glver is not available that would be a mother's fear " rate centers would be cost-pro_
anples of employers' best practices pnvate sector," the report said Mananne Yurko, human resource Safety is a tremendous issue for hibitive due to the geographic dlstrt-
and successes, which "carnes an lm- To help rephcate the successes, the manager for Deloitte & Touche, said backup facilities Due to the audi- bution of AIG's 14,000 U S employ-
portant lesson Investments m child report provides an extensive list of re- the corporation responded to the ence they cater to, many centers are ees
care can pay off m real dividends for sources as well as a hst: of six steps needs of employees with similar in urban areas, said Roger Brown, "We really couldn't offer this type

employers and employees," Treasury employers carl take of benefit on our own," she said "It

Secretary Robert E Rubin said in a • Conduct a survey or focus group takes a very high quallty benefit and
statement last week For example makes it affordable "

• Johnson & Johnson in New problems and potential solutions
of employees to identify work/family ,

We believe your best insurance policy Bright Horizons' Mr Brown said

Brunswick, NJ,is saving more than • Call your local resource and refer- is the way the centers are operated he has noticed a trend away from
54 in increased productivity for every ral agency to learn about community calbng backup child care a "benefit"
51 invested in its  LifeWorks" pro- needs and resources Child Care and the quality of the people and the Just as you wouldn't say that having
gram, which helps employees find and Aware is at 800-424-2246 a computer is a benefit, providing al-

recogruze quahly child care, locate af- • Provide information to employees environment,' says Rosemary Jordano. ternative child care improves the

ter-school care, plan for maternity through m-house communication ve- performance of an employee, he said

leaves and prepare for adophons hicles such as newsletters "(It's) another Investment you
• Lexis-Nexls in Dayton, Ohio, is • Look for mformation about what would make in employee productivt-

ieducrng operatrng expenses by more other companies are doing work/family confhcts by contracting CEO for Boston-based child care fa- ty," Mr Brown said "It's unlike a
fhan 45% through a telecommuting • Visit a local child care center and with Boston-based ChildrenFirst cilities designer Bnght Horizons, and benefit because it doesn't have the
program and a flexible work environ- talk with the director about commu- Inc, which recently opened its sec- the need for security is greater than quahly of equity"
went Savings result from higher pro- nity needs and programs ond Chicago backup center Deloitte m many primary care facihties locat- Although some corporations were
ductivity, fewer facilities, greater geo- • Talk with other employers m your & Touche has provided this type of ed closer to employees' homes Pager uncertain that this service was bemg
graphical hiring pools and better use area to learn about eashng programs benefit for a year and a half, but or keypad entry mechamsms, video used to its fullest potential, Mr
ef technology, the company said or the feasibility of joint programs since the new facihty opened- cameras and security guards are Brown said use m most centers is

The 54-page report, "Investrng m The report was developed m re- across the street from Deloitte & commonplace Because these centers high among the 10% of employees
Child Care," spothghts the successes sponse to President Clinton's request, Touche's Chicago office-use by em- are not open to the pubhc, they are who have children in the age group
of those and other Individual employ- made after a special White House ployees has tnpled, Ms Yurko said often m discreet areas of buildings of Infant to age 12 Over time, this
ers and provides gzudance and re- conference on child care last year ChildrenFirst, which operates 14 and are devoid of signage 10% w11 apply to a diferent group

sources to help other employers follow "We've never had this land of lead- backup facihtles in malor cities na- "We beheve your best msurance of employees whose children come
m their footsteps ership on the issue before," said Ju- tionwide, allows many corporations policy is the way the centers are op- mto that age group, he said, which

While many successes Involve large dith Presser, a consultant with the with multiple offices to make this erated and the quahty of the people w111 mean that more parents w111
employers, small and medium-sized Boston-based work/family consultmg benefit available to all employees, and the environment," Ms Jordano have used the servlce than current
employers also need to participate in firm of WFD President Clinton and not just those in the corporate head- said "At the end of the day, you car- center registration numbers 111us-
meeting the great need for child care, the Treasury secretary have elevated quarters Sometimes this service is ry real insurance, but the insurance trate
according to busrness and labor lead- the role of business, she said offered as part of a relocation pack- lS the end of the story " "The experience is that it may re-

ers Secretary Rubrn convened at Pres- However, "any family-friendly pro- age or as a way to mtegrate flex Corporations uslng backup facili- ally take a few years to get to the lev-
ident Clinton's request (BI, Jan 5) gram would have to reElect a compa- schedules or to ease the return to the ties often rely on the backup service el (of mammization)," said Ms Bern

"Child care is an issue of enormous ny's culture and pohcies for it to be workplace for women after materni- provider to assume the nsk of mci- For Joann Duszczak, a perfor-

rmportance to employers, employees truly successful," Ms Presser added ty leave dent Michael Carter, vp of the Hay mance and rewards consultant for
and the economy," the report said "In . "We know people are comrng back Group, a Philadelphia-based bene- Pubhc Service Enterpnse Group,
1996, 51 million Amencans, repre- Copies of the report are available to work quicker and are facing these flts consulting firm, said some exec- having the Newark, NJ, backup
sentmg 38% of the labor force, had on the Internet at www treas gov/ challenges the minute they walk in utives shy away from this type of care facility nght across the street
children under the age of 18 Of the 10 press/releases/docs/chdcare pdf or the door,"said ChildrenFirst Presi- benefit because they don't want to be from her office gives her and the oth-
milhon preschoolers of employed from the Nationat Child Care In- dent and Chief Executive Officer responsible for the well-being of er 35 familles who use its services
mothers, more than half were cared formation Center at 800-616-2242 Rosemary Jordano their employees' children more than just peace of mlnd Ms

Children.Flist opened its frrst cen- "In all types of child care, the issue Duszczak, who used the facillty
ter in Boston in 1993 Since then, 160 really comes down to due dillgence twice last week, was able to visit her

Work/life merger companies of all sizes have contract- and general prudence," Mr Carter 5-year-old son dunng lunch
ed with them, either arranging for said "It's an issue that makes some "You actually have more quahty

their own separate centers or partic- executives very uncomfortable " time with them, because you know

Combination has geographic reach ipatlng m consortia with several oth- Depending on the individual cor- they're nght here," she said 91

By AMANDA MILLIGAN will employ 8,600 people No lay- Neuberger, director of business A big benefit of direct contract-

offs are expected
. Clinic development at Quad/Graphics, ing is that providers are coming to

Two work/hfe program service This is a growth story, not a said of the partnership understand the concept that em-

providers announced last week consohdation story," Ms Sallee The company also has begun di- ployers were mostly responsible
that they have signed a definitive said Conttnued from page 2 rect contracting at sites in West for paying the medical bills, said
agreement for a stock-for-stock Because new product innova- care operations were renamed Virginia and New York, and this Mr Neuberger
merger tion comes from chent input, Ms Quad/ Covenant Corporate Health year it will open a clinic for work- "It became clear there was a

The merger of Boston-based Sallee said she foresees a "creative Services ers in Saratoga Springs, NY,in huge gulf between employers and
Bnght Horizons, a designer of synergy" from the merger, which The company's priority now is conjunction with a hospital there providers within the market," he
child care facihties, and Nashvule, will affect 244 total chents "We to collect enough information said at the conference "We said,

Tenn -based consultant Corpo- beheve we pwall do a better job de- about its clinic sites that it can We're your customer, we're pay-

rateFamily Solutions wlll create a hvering service to all of our con- build on its ability to do utiliza- Providers are learning ing the bills And lt'S not that

combined entity called Bnght stituencies," she said, noting the tion review and its own third-par- we're going to hammer you with
Horizons Family Solutions, with merger wlll benefit families, ty administration, said Dr #1at employers were price, because we think we've

headquarters m both cities clients and both corporations' em- Leonard J Quadracci, medical di- mostly responsible for gone as low as we can go in the
Bnght Homons wll hold 57% ployees rector of Quad/Covenant market in terms of price From

of the new company's shares and Mr Brown said Bnght Honzons "Data is power," Dr Quadracci paying the medical bills, this point on, we want to talk

CorporateFarmly Solutions wlll Family Solutions will be expen- said, "and to have access to our says John R. Neuberger. about quality "
hold 43% of the shares, said Roger mentmg with pnmary school pro- own health care data would be Costs are keeping pace with
Brown, chief executive officer of grams, such as onsite schools, and very important to understand other managed care networks, the

Bnght Honzons and Marguente developing primary schools that where the dollars are going and to company management believes

Sallee, president and CEO of Cor- keep a similar schedule to the focus on the care and achieve Employees from other companies "We're a good $1,000 per em-
porateFamily Solutions The com- business day Additionally, the greater flexibility in o ir plan de- also will be able to use the facili- ployee per year in health care cost
bined company wlll have revenues new company wlll actively pursue sign " tY below our peer group, even
approaching $163 milhon, based international ventures Covenant and the printing corn- Dr Quadracci emphasized that though we had avery rich benefit
on the reported 1997 revenues of "We beheve we have the capaci- pany signed a five-year agreement the company considers employee program with very little cost to
the two merging companies ty to change the way employers to develop clinics when Quad/ health to be a strategic means of our employees," Dr Quadracci

Pnor to poohng their resources, and employees view one another," Graphics executives realized keeping the corporate bottom line said
Bnght Honzons has focused on Ms Sallee said "My personal goal there was a limit to what they healthy The company also has begun

the East and West coasts, whereas (for the merger) is that the family- could accomplish on their own "We look at our health plan re- acting as its own claims adminis-
Cori?orateFamlly Solutions pre- friendly workplace becomes the A third clinic, 60 miles north of ally as an asset," he said, con- trator In the past three years, ad-
dommantly has served the South- norm rather than the exception" Milwaukee, opened in 1997 with trasting that view with those who ministration costs have dropped
east and Midwest regions Collec- The merger, which must be ap- 20 full-time providers, Including see health coverage as a burden $2 2 million, the doctor said, and
tively, Bright Horizons and Corpo- proved by regulatory agencies and doctors, nurses and others "It's a corporate strategy to pro- since 1993, average workers com-
rateFamily Solutions will serve each company's shareholders, is "We're going to hold each oth- vide a committed, long-term pensation costs per employee per
30,000 families in 40 states, and it expected to close in August er's feet to the fire to see how this healthy workforce and to further year have dropped to $270 from

will work long term," John R the overall goals of the company " $520 ial
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Rates: Display classif:ed is $171 00 per column inch, minimum Of one inch Straight class,jied Closing: Published every Monday Copy must be m typewritten form by 5·00 Tuesday, 6 days
is $15 50 per line, mimmum of 5 lines Count 34 characters per hne (include each space and preceding publishing date No verbal phone copy accepted Most major credit cards accepted
punctuation as a character) Additional $25 00 chargefor all band box ads Only those responses Mail ads to, Cheryl Adeszko, Class,fied Advertising, 740 N. Rush St., Chicago, IL 60611
whichft into a business slze envelope will beforwarded Respoises areforwarded daily For more information call 312-649-5340, FAX 312-649-7937, or e-mail cadeszko@crain.com
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LIFE AND HEALTH UNDERWRITERS/AGENTS A&H MGU seeks exclus,ve distribution/ RISK MANAGEMENT/ADMINISTRATIVE HARVARD AIMES GROUP REQUEST FOR PROPOSALS
INSURANCE COMPANY SHELL A+ rated Insurance Company wei· JOInt venture relationship with well post- SERVICES COORDINATOR

We do ONE thing Pilo{Legis RPG is issuing a Request For
52 44 Slates specialty underwriters/agents fo tioned TPA/Broker of Minimum Premium, Public Agency Risk Management Services,

growth and profit-sharing Specific and Aggregate medical stop loss, VERY well'
Inc (PARMS) located in Carson City, Neva-

Proposals ("RFP") for Program Brokerage and

Principals only please Respond to G. McGEE & ASSOCIATES disability and life products We specialize da seeks an experienced mk management CORPORATE RISK MANAGEMENT Management of its Lawyers' Professional
Business Insurance, Box 3063,740 800-566-4578 in custom programs and large cases Make professional to assist the Executive Direc- RECRUITING

Liability Insurance The Insurance broker or
North Rush Street, Chicago, IL Fax 201-666-2642 your book of business more profitable - tor in managing risk management insurance program manager selected will
60611-2590 email gmcgee@ix netcom com call Jim Murphy today at (212) 925 - 0017 programs, Including underwriting, mem www RiskMgtSearch Com

• Demonstrate experience with RPGs and RRGs,
ber services and administration of internal

operations Ideal candidate will possess a • Support LPL and related lines of insurance

Bachelor's degree, minimum of seven ADMINISTRATIVE AND (including, bul nol limited to EPLI, Fiduciary

.&
years of progressive responsible expert- REGULATORY ASSOCIATE and D&0),

ence m risk management or underwriting, Raleigh, North Carolina law firm seeks an • Have ability to support a multi-state program,
MARKETING MANAGER solid financial aptitude along with associate with O-4 years experience In .Be quallhed torepresent theofganization In

Florida based TPA Is seeking a senior level extremely strong analytical. interpersonal nsurance, administrative, and regulatory me United States and inthe United
Fellow, Casualty Actuarial Society - professional to be responsible for devel-

and communication skills We offer ,

competitive compensation and benefits aw to Join ourgrowing practice Strong Kingdom, and
oping and maintaining marketing strate- academic credentials required Qualified

National Market gies for insurance programs to municipali-
plan For confidential consideration, send randidates send resume and transcript to 0 Demon§fate the capacity to support a

This lob ts located m Boston, MA ties throughout Floricia 1Atrmns and resume with salary history and require- Recruiting Coordinator Post Office 2611, programas described Inthe RFP
assists a team of marketing reps statewide ments to PARMS, 308 N Curry Street, Raleigh, North Carolina 27602-2611

Suite 205, Carson City, NV 89703 EOE To receive the detailed RFP, contact Sandra
Liberty Mutual, a leader in the Property and Casualty Insurance for property & liability, workers' compen- Haberman by Email at
field, has an opportunity in its National Market Actuarial Eaten and health insurance This position

requires extensive contact with the mem- CHIEF COUNSEL, U.S. DIVISION 102334 3665@compuserve com
Deprtment for a FCAS or near-FCAS with 5+ years' experience 'dr..L. Atlanta. Georgia or by telephone at (714) 573 - 1261
The mcumbent will take responsibility for overall book of business bership and liaison with a broad range of

pooling and insurance industry leaders
. 4113/mUu#U'Ueturl,

pncmg, reserving and planning Extensive interaction with various Large life Insurance company seeking Proposals received after July 15,1998 will not
departments includins NM Product Management and Development This position will require some travel Chief Counsel to manage the legalkom- be considered
in the development or pricing models and new products, NM through out the state Our organization MANAGER OF EMPLOYEE BENEFITS Dhance function Life insurance corporate -,

offers competitive compensation andFinancial and NM senior management in strategic planning, NM Salary to $80,000 ,egal experience with senior management
excellent benefits -esponsibility and SEC regulatory expert- *J Underwriting on day-to-day issues such as pricing tools Applicants Nationally recognized service industry ence required Contact Hallie Travis, Tylermust have excellent written andbal communication skills Bachelor degree m Insurance, Business leader, based m Tennessee Is seeking an & Company, 1000 Abernathy Road. Suite = Looking for a

Commercial lines expenence is required Administration or related field, minimum innovative executiveto provide leadershiP 1400 Atlanta, GA 30328 Phone (770) 396 50
5 - 7 years commercial insurance experl- to develop, implement. and administer - 3939 or FAX (770) 396 - 6693 EmailPlease mail or fax resume to· Liberty Mutual Group, K. Cheng, ence with 2-5 years management experi- strategic employee benefit programs to

National MarketHR, PO. Box 140, Boston, MA 02117-0140. itravis@tylerandco com
candidate

ence, propertykasualty and life/health support the aggressive sales and growth
Fax· (617) 338-8809. No phone calls please. kense required. CPCU or ARM preferred of the company Specific areas of focus

: Send resume to Patti Hilaman, Human willincludeenhancements toexisting pro- INSURANCE COVERAGE Ar[ORNEY =
3 Liberty Mutual Group

5 to fill the job?
Resource Officer, Florida League of Cities, grams, development of new programs,' i#wan equal opportunity LIBERIY Inc, Post Office Box 1757, Tallahassee. large scale competitive analyses, benefits-,employer committed to'

Oppenheimer Wolff & Donnelly LLP, a 58

workforce divegity . + MUTUAL.9#p' Florida 32302, Fax (850) 222 - 3806, Email communications, vendor relationships.
260+ attorney firm headquartered in St

* Call Cheryl Adeszko
philaman@flcities com and user surveys to assess program effec- .Vinneapolls/St Paul, seeks an attorney I

ror its Insurance Practice Group m its St * at 312-649-5340Tk¢ freedom of Liherty tiveness This Is a highly visible position
within the corporation and will work aul office Ideal candidates will have four 5 for advertising

-0 ax years of experience in the area of 3%8www libertymutual com closely with senior management details
mgation and insurance coverage Please *

AFFINNY GROUP Successful candidate will possess proven mall or fax your resume and transcript to *
skills in the areas of customer and employ- laciie Gunstad, Oppenheimer Wolf & 23,PROGRAM MANAGER 0,Innessee service, benefit communications, and Donnelly LLP, 3400 Plaza VII, 45 South /th *
well developed analytical and financial Street, Minneapolis, MN 55402, fax # (612) * Insurance

TheArowhead GroupofCompantes.

0 600+ people strong managing skills A minimum of 6 years related expe- 507 - 7100
46-hj'FZK233%4 general Insurance agency.

nence and a desire to be associated with

headquartered in San Diego, a dynamic, growing enterprise Is expectedA growing entrepreneurial company m the service contract Industry is California has an immediate of all candidates A Master's degree in
seeking highly- motivated professionals to Join our southern Connecticut opening for on Affinity Group Business or Human Resources is sought
headquarters We operate m a team environment and look for people Program Manager Reporting directly but not required

who value collaboration - who ask questions when they don't know to the Senior vice President of Exceptional salary and benefits package Is
Marketing, the oblectives for this new available in addition to a lucrative incen-

something, and share their knowledge when they do team member will be to promplly tive compensation program based on cost - ASSISTANT DIRECTOR, INSURANCE
construct and monage our new efficiencies Also offered is an excellent
affinitygrouprnarketing venture The Unversity HealthSystem Consorimm, an alliance of ovet 80 academic health (entm, seeks an Asistant Director ol Insur

opportunity for professional growth lead-Regulaiory Compliance Manager The candidate who will suit this
ing to an officer position within the cor- ance lor its Insurance, Risk and Clinical Ouality Management department This gosition supports the Diredor 01

position of Amnity Group Program poration Please fax resume including Insurance m le development, maintenanced fomotion of the UHC Insmmprodits and programs a¥allable to UHC
We need a highly-competent professional who will ensure the Manager should have 10+ years

prior experience in atl reotrns of salary history to (901)522-7868 members Respongbilitesmdude ogeration and madetmi dexisting Inswance fogram, resugh, desmn and develogmellt of
company is conforming with state insurance commission and bonding consurner direct marketing with mail new Inswance products/progiams proculement 61 torgovate Insuratice caverages, development, survermg andlysts and
company regulations and telesales skills also being a Wesmtion of faults for mfurance and [isk managemed bendma[Iting proledi and providing sumit for other collaborative

distinct advantage The ideal
CAREER OPPORTUNITIES mittatives rdating to msufance intludmg Infoimation services managed cate and fogram audits Excellent wntten and

candidate's experience should
This important role nquires demonstrated ability to: EXCESS & SURPLUS LINES communication skills, stmna statistel and undemnling skills with an in depth knowledae 01 the msulance Indistr requireddemonstrate proven successes

• Process new and prospective agents, licensing certification, when It comes to forming third party Our client, a dynamic, recently formed A Mimmum 01 11,0 lats experience m healthrate or academic health center murance 61 flsk management will pilmary
bonding applications, and other forms. marketing programs. as well as rated, Excess & Surplus Lines Insurance lesponsibilities of Identling nskandpurchas111(linsuwnce Bachelof s degree required advanced degreepreternd Proficiency

having excellent sales. service and Company is uniquely positioned to inllicrosoll(IA(epfodudsimfflant Meaefaxormillitiumata• Communicate orally and in writing.
business relationship abilines. An become an industry leader in the E&5

• Work effectively with professionals at all levels. addmonal must for the candidate is marketplace by creating a strong culture
• Balance priorities among multiple tasks. to possess a substantial background  C Schukies Human Reiources Am

In the personal lines insurance• Use Microsoft Windows, Word, and Excel with ease.
of underwriting excellence, product
innovation, superior planning and low

business, with a strong working cost execution We have been exclusively• Maintain comprehensive and accurate filesofall actions taken.
U *am- Universi# HealthSystem Consollium, 2601 Spnnq Road Suite ?06

" tfo,k Il In
knowledge of insurance systems. retained to identify executives for EM NO) 954 4130 m uk edu EOE
unde,wming and operations

the following positions based in their
A O

ilisslstant Vice P Jlent The candidate for this posmon must Philadelphia, Pennsylvania area Head- '
res 11 be comfortable dealing with senior quarters

executives of kirge corporations as
We need an Assistant Vice President who can support one of our largest VP. MGA Division - Report to Presidentwell as being involved in the

subsidiaries in product development and program performance Implementation of personal lines and direct national territory profit center BaimMW 11{mi,UHABO
insurance mailing campaigns Appoint and monitor MGA's Requires

Responsibilities will include preparing submissions for carriers to
Extensive travel maybe required strong marketing and underwriting skills

secure insurance coverage, ensuring adherence to established
If you ore a high energy team VP. Property Division Report to

underwriting guidelines, and monitonng overall program performance President and direct national territory UNITED STATES BANKRUPTCY COURT
oriented Individual willing to
contribute your skills to a dynamic profit center Requires strong brokerage SOUTHERN DISTRICT OF NEW YORK

To qualify for this position, you must have: and rapidly growing Son Diego E&5 Property Underwriting background IN THE PETITION OF COUN GRAHAM BIRD AND PAUL ANTHONY BRERETON EVANS,
• Significant underwriting experience based managing general insurance VP. Western Relion Casualtv - Report AS JOINT PROVISIONAL UQUIDATORS OF NORTH ATLANTIC INSURANCE COMPANY

agency we would like to speak with to President and direct Western Region• Strong communication, negotiation, analytical, and PC skills LIMITED, F/K/A BRITISH NATIONAL LIFE INSURANCE SOCIETY UMITEDyou Please supply your resume and Casualty profit center Requires strong
• Supervisory experience salary requirements to AND BRITISH NATIONAL INSURANCE COMPANY LIMITED,broker relations, casualty underwriting &
• College degree or equivalent marketing skills Case No 97-8-41602 (TLB)

Arrowhead Group of Companies
E&5 Casualtv Underwriters - Report to NOTICE IS HEREBY GIVEN that on April 15,1998, the BankruNcy COUM entefed an order

We offer competitive compensation and benefits commensurate with
Attn Thorn P Mudfick

Director of Public Relations Regional VP Requires minimum of 3 years (the "Oider") continuing lhe Preliminary Injundion Order pursuant to 11 USC §§105 and 304(b) origi-
experience Forimmediate, confidential consideration, please send/ 6055 Lusk Boulevard E&5 Casualty Underwriting experience nally entered m this case on Apn! 7,1997 The Order shall remain m effect pending a hearing scheduled
FAX your resume, including salary history San Diego, California 92121 Our client offers a state-of-the-art to be held on October 27,1998 at 10 00 a m before the Honorable Tina l Brozman, Chief Bankruptcy

Fax 619 677 5222 compensation package capable of Judge, m the Alexander Hamilton Custom House, One Bowl,ng Green, New York, New York Any personand indicating position of interest, to: 
attracting superior talent If you possess wishing to obtain a copy of the Ordet should contact Ivy Kepner at (212) 504 - 6402

Laura Zattola, Warrantech Corporation,

300 Atlantic Street, Stamford, CT 06901.
an entrepreneurial flair, believe in CADWALADER, WICKERSHAM & TAFT
ownership and seek to be a business 100 Maiden Lane

FAX #: (203) 406-1641. No phone calls, influencer, your confidential inquiries are
New York, New York 10038

please We are an equal opportunity encouraged Forward/fax resume to Jerry
Tel (212)504-6000 •Fax (212)504 -6666Weiss, Nuessle, Kurdz,el & Weiss, Inc,

employer, M/F/D/V Protecting Yow Fumre ARROWHEAD Executive Search, 1601 Market Street, Anention Kenneth P Coleman, Esq
Group of Companie, Philadelphia, PA 19103, Tel (215) 561 LE C Doll, Esq

3700, Fax (215) 561 - 3745
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Transit Selected receivership expenses cies by a congressional subcom- time employees in 1990 to 92 full-time and 12
mlttee that latermvestigated the part-time employees at the end of 1997, its ex-

of Transit Casualty Co. collapse, Transit was formed in penses have not done the same Transit's admin-
Continued from page 1 December 1992 to September 1997

1945 as a St Louis-based insur- istrative costs have hovered above $20 rmllion
disbursement records show

Payee Total
er of municipal transit systems for seven years and hit a high of $25 2 milhon

Transit's deferred compensation plans- It was eventually acquired by last year, receivership figures show
which cover many other receivership managers Payroll 031.940.690 ' Beneficial Standard Corp and High expensesand pay a percentage of salary based on the es- , Kev employee deferred compensation 13.146.754 moved to Los Angeles, where m
tate's recoveries-have recently come under are , MeCarthy. Leonard. Kaemmeret; Owen the late 1970s it developed a net- Overall, Transit s expenses as a percentage of
from Transit reinsurers Lloyd's of London un- Lam/(in & MGGover·n (4ene,9/ counsel) 8,878,119 work of MGAs and became a its gross recovel'les are higher than those of sev-
derwnters are trying to void their contracts with Ernst & Younq 5,271.106 large underwnter of heavily eral other large receiverships, mcluding Intern-
Transit, charging in Cole County court fihngs 1 Central Bank of Jefferson City reinsured Fortune 500 liability ty Insurance Co in Paramus, NJ, the London-
that the receivership has mtentionally inflated (investment management) 4.766,926

business Transit's gross prerm- based KWELM Cos -which reinsured Transit
claims in order to boost reinsurance recovenes Amencan Express (travel and meals) 1.760.334

um volume grew rapidly m the and where Mr Arnold is chairman of the credi-
and fatten managers' deferred compensation ac-

i Ketneurance Counsell 1.487227
early 19805 and hit a peak of tors committee-and Los Angeles-based Mission

counts
Suchalter. Werner, Fields &Younqer 1.363,661

$277 9 milhon in 1984 Insurance Co (see chart)
"This financialmcentlve to maximize reinsur- J Burleiah Arnold 1,029,3092 The busmess proved disas- Transit's costs, mcludmg deferred compensa-

ance creates a confhet of Interest that makes it
Law firms of G. Michael Curls 622.089

trous, hammermg Transit with tion benefits and legal, accounting and asset
virtually impossible for these key managers to

: Chadbourne & Farke 538.127
everything from asbestos and management fees, have amounted to about

honor their duty of utmost good faith to Transit's r Senior officer expenses 503.8133 pollution losses to habihty 255% of its recoveries, markedly higher than In-
Parking-Los Anoteles ofhce 318,575 1

relnsurers," Robert Knuti, a Chicago-based ' , claims for products such as A H tegnly and nearly double those of Mission
Lord, Bissell & Brook partner representing

Krieer & Kneaer 26Z492 Robms' Dalkon Shield and Phz- Included in the Transit figure is $43 1 milhon
Lloyd's, complained at a court hearing earher F MGChinn Properties 223,552

er Inc s Blork-Shiley heart the receivership identifies as "Infrastructure

thls year , Corporate apartments 168,475 valve costs" mcurred when it was rebuildmg the insur-
"We beheve these arrangements have distort-

Cars leased to receivership 133,589

Alberstone Enterpnses 64.787
Jefferson City lawyer John C er's records and systems If those costs are ex-

ed the Transit receivershlp'snew towards therr Cozad, a Repubhcan campaign cluded, Transit's expenses would amount to
reinsurers and clearly have damaged Transit's

Carlos Miro 33,780 chairman for then-Missoun 211% of recoveries, closer to IntegI'tty but still
relationship with vanous remsurers," said John tformerly Mocarthy & Lastey governor and now U S Sen higher than KWELM and Mission, company fi-

2Admmistrat,ve expenses not reported as salary or benehts, includes roughty $5,000 monthly housing
M Wulfers, another partner of Lord, Bissell, allowanceandyead,Apn,paymenistangingfrom$64.88310$339.728 John Ashcroft, was initially nancial reports show

3Administrative expenses for s,x sentor and assistant senior officers, not including J Burleigh Arnold
which also represents Wmterthur Swiss Insur- , Does not include Amencan E*press cha,ges named special deputy receiver Cost compansons, especially to the Mission
ance Co

) Source Cole County Mo. Circuit Court records
and approved by Judge Kmder hquidation, rankle Tranmt officials

Transit officials label the Lloyd's charges
GRAPHIC BY MIKE GARVEY

The receivership soon drew "Mission and Transit administratively are ap-
"scuIrilous," and Mr Arnold and others defend year, compared with $20 7 milhon in 1996 and criticism from state guaranty funds, though, for ples and oranges, if not apples and watennel-
the compensation plans, originally designed by $20 milhon m 1995 While not mentioned m the the slow pace of its reorganization, its failure to ons," said James C Owen, a partner of Mc-
Ernst & Young LLP and The Hay Group, as Insurance Department's 1997 motion, expenses make early access distnbutions and its use of Carthy, Leonard, Kaemmerer, Owen, Lamlan &
necessary to keep qualihed people in the re- have also included milhons of dollars a year in Jefferson City-based claims commissioners, MeGovern, Transit's Chesterfield, Mo -based
ceivership Mr Arnold also insisted that federal legal and consulting fees and large travel ex- whose job under Missoun law then m effect was general counsel
fihngs showing top managers' compensatton to- penses for Transit receivership employees, Cole to review creditor claims Mr Arnold mamtams that the l\hssion estate

tals are erroneous, though he would not say how County court records show The claims commissioners-whom guaranty was rn far better shape when ltS hquidators
"Show me a better mousetrap to retain people The receivership has msisted its expenses are fund administrators contended were unneces- stepped in, and said, "We had to come in and

and keep them on board," Mr Arnold said "It's lustlfied It also argued that Transit's thousands sary-were all Jefferson City lawyers and build an entire computer Information system"
worked It's retained the people " of excess and umbrella hability claims from For- fnends of Judge Kmder The posts have smce and struggle for such basics as a master list of

Transit managers are not the only ones who tune 500 pollcyholders aren't ready for estima- been eliminated, though one of the former com- Transit's pohcies
have done well m the receivership, though tion and that such a plan would wlnd up belng mismoners-David Brydon, with the law firm of "One shoe size does not fit all," he observed

Long faulted for cronyism by mdustry oppo- more expenmve than the current hquidation, Brydon, Swearengen & England-continues to StiH, the receivership so far has actually spent
nents and some former employees alike, Transit which Ernst & Young projects may last until the act as a court-appointed special master hearmg more administenng the estate than it has dis-
m fact has paid more than $1 milhon m fees and year 2016 tansit coverage disputes tributed to its creditors

salaries in recent years to several people with Judge Kinder sided with the receivership, and Another court-appomted Transit referee, Jef- And, after paying creditors, Transit's largest
Jefferson City connections, an analysis of Tran- exasperated Missoun regulators now appear re- ferson City attorney James Dalton, is a former cash outlays over the last five years have been for
mt's monthly cash disbursement records shows luctant to try to influence Tranmt any further Insurance commissioner and a nephew of former salaries and benehts, Including deferred com-

They mclude Mr Arnold's sister-in-law, who Fortheir part, Mr Arnold and others brush off Missouri Gov John M Dalton, for whom Mr pensation for key managers, a review of court
is Transit's strategic planning manager; a former criticism of the receivership and point out that it Arnold worked as an aide in the early 1960s r·ecords shows

bumness partner of Judge Kmder who was has done more for creditors than anyone expect- In April 1987, Mr Cozad resigned as special Pubhc Information about Transit officials'

named Transit's Jefferson City claims manager, ed when Mr Arnold took over the Transit deputy and was replaced by Mr Arnold, who compensation is scarce Unhke Mlsmon and In-
an accountant who prepares Judge Kinder's per- morass m 1987 was then semor vp and corporate counsel for tegnty, Transit employment contracts submitted
sonal Income taxes, and the brother and son of The receivership has pulled together moun- Central Bank of Jefferson City and who was also for court approval are filed under seal, and re-
Missouri State Sen Phil B Curls Sr , a Kansas tainous recards from more than 1,000 managng an old fnend of Judge Kmder celvership ofhcials refuse to discuss them
City Democrat who heads the Senate's Insur- general agents and sub-agents and grappled Mr Arnold had long been active m Missouri Mr Arnold and Mr Owen, Transit's lawyer,
ance and Houmng Committee with a hugely complex reinsurance program that polltics After workng for Gov Dalton until cite several reasons for the secrecy, mcludmg a

Wmterthur Swiss last year sought to disquall- Involved about 900 reinsurers around the world, 1964, he went on to serve on the Democratic Na- Callfornia Supreme Court ruling they say for-
fy Judge Kinder from hearing a dispute with many of which have themselves become msol- bonal Committee and made an unsuccessful run bids disclosure of employment mformation and
Transit on the grounds that the judge's wife vent in the 1982 Democrattc pnmary for U S Senate concern that remsurers would use the mforma-
works for a lobbying firm owned by Transit's As of March 31, the estate had marshaled Taking over Transit, Mr Arnold brought in tion against the estate m htlgation
general counsel, former Missoun Sen Thomas $987 7 milhon m assets for about 200,000 credi- the Kansas City office of Arthur Young & Co to Some general mformation about the deferred
W McCarthy III (BI, Dec 1,1997) tors and was stlll seekmg to commute business help plan Transit's hquidation At the time, the comp plans came to hght last week, when Tran-

Mr Arnold and Judge Kinder are unfazed by with about 300 remsurers, the largest of them Arthur Young office was headed by one of Mr sit officials convened a special meeting of credi-
these cnticisms and maintain that everyone outside the Umted States, Transit representa- Arnold's acquaintances, Wilham Kimsey, who toI's m St Louis and disclosed that plans cover-
Transit has hired is quahfied for the work tlves say had bnefly worked for former Missouri Gov ing some three dozen employees have cost the es-

"This is a town of 35,000 people Of that "We feel we've run a very first-rate busmess Joseph Teasdale in the 1970s tate $21 milhon to date

35,000, a certam number of people have abihties operation out here," Mr Arnold said Transit "was a shambles," recalls Mr Kimsey, Previously, though, Transit financial reports
in certain areas I know all of them All of them Some of Transit's large credltors agree now deputy chairman and chief operatmg offi- have done httle more than mention that the
are my fnends," Judge Kinder said "Is that the "For the last several years, it's been a good re- cer of Ernst & Young m New York Most of plans east, and the last report, for 1996, says
reason they were employed?No Did they get the lationship with them," said Dale Stephenson, bansit's employees were gone, and its computer nothmg about overall employee compensation
Job done? The answer isyes" president of the National Conference of Insur- systems had been shut down, he said except that it is based on Ernst & Young's ree-

Transit's Jefferson City alhes do not include ance Guaranty Funds He noted that Transit's The accounting firm ultimately recommended ommendations and is approved by Judge
Missouri msurance regulators, however, who distributions to creditors are on a par with the that the receivership rebuild Transit to be "m ef- Kinder
have been virtually cut out of any role m manag- average of other property/casualty estates, some feet an (ongoing) insurance company minus the While Mr Arnold and other top Transit offi-
mg Transit since a 1989 order by Judge Klnder of them older than Transit production side of it, the sales side,"Mr Kimsey cials said nothing last week about how much de-
that gave the special deputy receiver control over "By and large, their distributions have not said ferred compensation they stand to collect inch-
the Insurer's day-to-day operations (see story, been that bad," Mr Stephenson said, while That is what Transit has done, maintamlng its vidually or about their salaries, other pubhc
page 48) addmg,"We'dhke to have more" Los Angeles office to collect records, adiust and records suggest that they are reaping vastly larg-

The 111 feellng between those controlhng the "They've done a better job than I thought they allow claims and generate bilhngs to remsurers, er rewards through the deferred comp plans
receivership and the Insurance Department is would do," said an official of a Fortune 500 cred- the estate's main asset than their peers at other receiverships
barely concealed "I'vehad seven different dime- itor who requested anonyimty "I never thought After recovering only $127 milhon m assets In 1993, Transit filed a summary plan descnp-

tors of msurance over the years, mr, and they are anyone would see anything out of that deal " from 1985 to year-end 1989, thereceivership has tion with the federal Pension and Welfare Bene-
the wonderful people who gave us Tranmt Casu- A former creditor turned Transit consultant, been pulhng in between $68 milhon and $122 flts Administration fora plan designated "005"
alty," Judge Kmder remarked John Gates, was blunt when asked if he ever milhon a year smce then Total recoveries of that covered only Mr Arnold, Transit Chief Op-

Missouri Insurance Director Jay Angoff coun- thought Bansit's recovenes would approach the $987 7 mill= as of March 31 Include $6545 eratmg Ofhcer John LaMacchia, a fnend of Mr
ters that he has been in office more than flve $1 bilhon mark Mr Gates, former director of the milhon m reinsurance receipts, with the balance Arnold's and godfather to one of his daughters,
years but that Judge Kinder has made it clear California Insurance Guaranty Assn , rephed consistmg of Investment Income and other re- and Chief Fmancial Officer Timothy Weis-
the Insurance Department is only a "nominal "Hell no Not at all I thought if they got $400 covenes, Transit reports The receivership an- senberger
party" m the Transit receivership milhon, that would be doing good" nounced last week that recovenes had surpassed The plan was to pay the three men awards us-

In the latest m a ser·es of skumishes, Mr An- "They've done so much better with this re- $1 bilhon ing a formula based on Transit's gross recovenes
goff last year asked the judge to amend the 1989 ceivership than anybody expected when we Since makmg its first distribution to creditors and their base compensabon, the hhng says The
order and grant the department authonty to es- started this," Judge Klnder observed "I take in 1995, the receivership has followed with dlls- three officials would not be vested m their
tunate Transit's long-tall claims and close the es- umbrage when people cnticlze it It started out trlbutions every year for a total to date of $233 3 awards until Dec 31,1998
tate early m absolute chaos " milhon, or 25% of approved pohcyholder claims Separately, the receivership has made yearly

Mr Angoff charged in his 1997 petition that 'Titanic' morass Most of the rest of Transit's assets-which to- Internal Revenue Service Form 5500 hlings for
Transit had spent more money admmistenng the taled $564 9 milhon at March 31-are being held the plan Form 5500 filings for 1992 through
estate than it had distnbuted to creditors and No one disputes that Missouri-hcensed Tran- for future distnbutions while the estate waits for 1995 show that Transit has made yearly contri-
that those expenses have shown no signs of sit was a morass when state regulators took con- its incurred-but-not-reported losses to develop, butions to the plan ranging from $1 5 milhon to
falhng trol of its Los Angeles headquarters and ordered the receivership reports $2 2 milhon At the end of 1995, the plan's assets

Transit's costs, mcluding funding of deferred it mto hquidation m December 1985 Although Transit's staff has gradually de- totaled $74 milhon, the fillngs show
compensation benefits, totaled $252 milhon last Dubbed the "Titanic" of Insurance msolven- chned from a peak of 147 full-time and 56 part- See Transit on next page
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Transit Deferred compensation Cost of insolvencies
At the creditors meetmg last week, Mr Weis- (figures in thousands)

Contznued from previous page senberger reported that the receivership has Ratio of

Documents don't disclose howtheassetsofthe funded $21 milhon in deferred compensation
Total Gross cost to Distributions

assets recoveries Cost recoveries to clatmants

plan are to be spht among the three benefits from its inception, mcluding $6 7 mil-
Meanwhile, Transit also sent the PWBA a hon m contributions last year, $3 2 milhon in Transit Casualty Co. 1 $564,900 $987,700 $251,800 25.5 % $233,300

summary description of another plan, designat- 1996 and $1 6 milhon m 1995
ed "006," covering an unidentified number of Over nearly five years from December 1992 to integrity insurance Co.2 1,317,471 502,251 94,080 18.7 85,100

Transit "senior managers " Under the second September 1997, Transit incurred payroll ex- KWELM Cos. 3 2,956,000 1,032,000 148,000 14.3 98,000
plan, Mr Arnold had authonty to award senior penses of $31 9 milhon and paid $13 1 milhon
managers up to an additional 22 5% oftherrbase into deferred compensation trust accounts for its Mission Insurance Co. 4 1,034,664 1,411,900 180,300 12.8 482,200
salaries, depending on performance The plan employees, Cole County court records show (see
was to run from 1992 to 1997, with participants chart, page 47) 1 Assets as of 3/31/98, other figures 12/3/85-3/31/98 Costs include deferred compensation and $43 1 million in start-up "infras-

not vestang until the end of the frfth year Those trust accounts have been administered tructure" cost 2 Assets as of 12/31/96, other figures 3/24/87-12/31/96 3 Assets of 12/31/96, other figures 3/92-12/31/96

A 1994 Form 5500 fihng for this plan, the lat- by St Louis-based Mark Twain Bank and a suc-
4 Assets of 12/31/97, other figures 2/27/87-12/31/97 Source Company reports

est available, shows that it covered nine man- cessor, Mercantile Bank Coincidentally, Mr
agers at the end of the year, had received Transit McCarthy, Transit's general counsel, has served creditor said "That's the first I knew of it " says its rates are below the $230 per hour mid-
contnbuttans of $184,379 and had total assets of as a director of Mark Twain Bank "I'm m the wrong business," said another point for fees the estate has paid to a range of
$519,581 Mr McCarthy said, however, that he did not creditor who also requested anonymtty lawyers

The only other public information regarding become a drrector until four years after the de- The NCIGF's Mr Stephenson said he didn't • $15 milhon to Reinsurance Counsel, a
Transit compensationcomes from a 1997 lawsuit ferred compensation accounts were set up and recall Transit ever having disclosed information Pasadena, Callf, law firm headed by Linda
in which Joshua Avidan, a former Transit infor- that he"had nothmg to say about any of it " about deferred compensation to the guaranty Lasley and origmally formed as McCarthy &
mation services officer fired m 1996, sued the re- Mr Arnold said he was concerned enough funds until the overview offered by Mr Arnold Lasley McCarthy, Leonard helped Ms Lasley
ceivership for breach of his employment con- about a potential confhct that he sought an opm- and Mr Weissenberger last week set up the firm at Mr Arnold's request after she
tract ion from a Kansas City law firm The him told If Transit's Form 5500 hlings with the IRS are left Buchalter, Nemer, Fields & Younger, where

The contract, attached to the lawsuit, shows him Mr McCarthy's presence on the board was even roughly accurate, the receivers}lip's top she had represented Transit, Mr Owen said Me-
that Mr Avidan was making a $110,376 salary not a confllct as long as he had norole or finan- managers stand to collect far more than their Carthy, Leonard later received $30,000 to
and was participatmg ma "Key Managers In- cial Interest in managing the plans, Mr Arnold counterparts at Mission or Integnty $50,000 when Ms Lasley bought out its share of
tentive Compensation and Retention Plan" run- said Mlssion has spent roughly $18 million on its the firm but received no part of its billings, he
Yang for five years from January 1996 Under the Defending Transit's plans, Mr Arnold argues incentiveplan from 1987 to 1997, with thenum- said Mr Arnold said he wanted to keep Ms
plan-a successor to plan 006-participants that the $21 milhon cost is milhons of dollars ber of covered employees ranging from a high of Lasley on the Transit team, and for several rea-
··meeting performance goals would be awarded a lower than lt would have been had Transit 204 in 1988 to a low of 51 last year, accordmg to sons establlshing the firm was the most feasible
Ihinimum 22 5% of their base pay, with the per- adopted Mission's Incentive plan, which pays all the Callfornia Insurance Department way of doing that
centage shding upward based on the estate's employees 20% of their salary every six months Wilham S Pnce, Mission's first deputy hq- Overall, Transit has paid $33 8 milhon to more
gross recovenes If Transit collected $100 mil- "It's indisputable that it's cheaper for Transit uidator, collected an average annual salary of than 150 law firms since 1985, the receivership
hon, for example, the percentage rose to 24%, Casualty to have gone with the Ernst & $200,000 and an average Incentive bonus of reports
and if collections hit $200 milhon, it would nse Young/Hay Group method," Mr Arnold said $80,000 over his five years of service from 1987 • $18 million to Amencan Express for em-
to 40% Employees aren't vested m the benefits "In my book, we've saved the creditors (mil- to 1992 ployee travel expenses, which have ranged as
until the end of the five-year period hons) " Mr Pnce's successor, Geoffrey Nicholls, was hgh as $76,000 m a month and frequently sur-

Mr Avidan previously participated in plan He added that the compensation plans were paid an average annual salary of $168,000 and pass $50,000 a month Transit employees have
006, but by agreement with Transit, he vested originally designed when Transit's recovenes an average annual bonus of $66,000 from 1992 to traveled extensively, attending the annual Ren-
early, as of Dec 31,1995, and switched to the wereanestimated $300 milhonand were intend- 1988 Mission's current deputy hquidator is an dez-Vous de Septembre, a remsurance meeting
new plan ed to pay employees about 0 5% of the amounts Insurance Department employee and doesn't get in Monte Carlo, and visiting reinsurers from Eu-

Mr Arnold and Mr Weissenberger both say collected As the estate grew, though, the plan an incentive bonus, a department spokeswoman rope to South Africa, South Amenca and China
that Transit's Form 5500 hlings contain "unin- changed and now w11 pay out about 2% of re- said The travelis necessary, Mr Arnold says "No
tentional errors" and don't accurately reflect the coverles Integrity's deputy hquidator, Richard L Transit person travels anywhere unless there is
meentlve plans They would not describe the er- "I think that was well worth the additional White, earned a base salary of $215,000 under a Transit business to transact and the tnp is justl-
rors m detail, though, Mr Arnold would say only $700 milllon in recovenes," Mr Arnold said three-year contract he signed m 1995 The con- fted by reinsurance collecttons," he said
that the $7 4 milhon asset total reported for the Several creditors contacted by Busmess Insur- tract provided for annual raises of 5% and "It may seem hke a large flgure, but you have
top managers' plan m 1995 was too high ance before last week's meetrng m St Louis said bonuses of up to $25,000 the first year, $30,000 to remember that Transit is a $1 bilhon busi-

He also said that the plans have been revised they knew nothing about the deferred compen- the second and $40,000 the third, court fllings ness," he observed
and that 37 Transit employees are now partici- sation plans and expressed surprise at the show Transit also paid another $503,813 in admin-
pating m a single plan, with top-tier managers amounts reported m Transit's Form 5500 fllings Mr Arnold has received other compensation istrative expenses to six top officers, including
receiving "enhanced" benefits and employees in "That would raise my eyebrows That's a m addition to salary and incentives, according to Mr LaMacchia and Mr Weissenberger These
two lower tlers receiving less pretty good chunk of change," one Fortune 500 court hlings expenses would also have been for travel, hotel,

For several years, Transit has been paymg meals or car allowances, Mr Arnold said
roughly $5,000 a month to cover the cost of Mr The receivership's expenses mclude a number

Regulators' role trimmed Arnold's Los Angeles house Initially, the pay- of other less signihcant but st]11 mterestmg items,
ments went to a company that leased the house records show
to him In 1995, though, Mr Arnold and his wife For example, Transit has paid $64,787 since

Efforts to gain greater control have failed bought the house for $860,000, taking out a the end of 1992 to Alberstone Enterprises, a Los
mortgage of more than $600,000, Los Angeles Angeles wine and hquor distnbutor and coffee

By DOUGLAS McLEOD appealed for several reasons, including con- County property records show Transit has smce service company These payments have ranged
cern that an appeals court would fmd he made the monthly housing payments directly to from a few hundred dollars a month to more

JEFFERSON CITY, Mo -Transit Casualty waited too long to challenge the 1989 order, Mr Arnold than $4,000 m a month Mr Arnold said the pay-
Co receivership officials and Missoun Insur- which already was in place four years when Mr Arnold's mortgage, the records also show, ments are for coffee service only "We didn't buy
ance Department regulators are not each oth- Mr Angoff took office m 1993 is with his former employer, Central Bank of Jef- any wine or hquor here, that's for sure "
er's biggest fans In an earher skirmish, Mr Angoff tned to ferson City, which has earned several million Transit has also paid at least $33,780 m con-

In a 1989 administrabve order, Cole Coun- get Transit to comply with the department's dollars managing Transit's assets since winning sultlng feesto Carlos Miro, a former managing
ty Crred Court Judge Byron L Kinder gave Regulation 200, which would require the a bid for the work shortly before Mr Arnold general agent whom Transit accused of defraud-
Special Deputy Receiver J Burleigh Arnold company to file financial data using a Na- joined the recelvership in 1987 1ng it and who was later jailed for banlauptmg a
control over Transit's operations, effectively tional Assn of Insurance Commissioners Mr Arnold said he got no special treatment Louisiana Insurer he operated Transit made the
cutting out the Missoun insurance commis- form from Central Bank "No breaks, no fun, penod " first of several $5,000 payments m September
sioner, Transit's official receiver Transit balked Mr Arnold explams that "I could probably get better rates here, but rm 1995, two months before Mr Miro was released

Smce then, Missouri regulators have tned the flhngs would cost the estate $300 milhon not that well known m the banking community from prison, records indicate
sporadically to exercise some control over by requinng it to report reductions m its case here," he said, refemng to Los Angeles He Mr Arnold said the receivership paid Mr
Transit and have fa]led Receivership offlcials and meurred-but-not-reported loss reserves, added that he does not believe Central Bank still Miro for his testimony m a reinsurance dispute
have complained that Insurance Department weakenmg Transit's bargammg position with holds the mortgage with Omaha Indemmty Co "We collected $10
plans for the estate would damage it and that reinsurers Transit's court flhngs also show that the re- milhon to $12 milhon from that firm, partly
regulators have not shown consistent Interest Judge Klnder ruled that Transit need not ceivership has made five- and six-figure cash based on Carlos Miro's testrmony," he noted
m its affairs follow Regulation 200 payments to Mr Arnold every April for several Transit also paid smaller amounts>-$500 and

The latest battle came last August, when Mr Angoff said he also failed to dissuade years The largest, for $339,728, was made Apnl $725, respectively-for teshmony from James R
Insurance Commissioner Jay Angoff asked Cole County Clrcult Judge Thomas J Brown 4, 1997 Transit accounts for the payments as ad- Wining and Wilhe A Schonacher, former Oma-
Judge Kmder to amend the 1989 order to give I[I from boosting fees paid to Transit's gener- minlstratlve expenses, not as salary or benefits ha Indemmty MGAs convicted of defraudmg the
him the authority to require Transit to esti- al counsel, McCarthy, Leonard, Kaemmerer, Mr Arnold refused to comment on these pay- Insurer

mate long-tall claims and close the estate ear- Owen, Lamkin & MeGovem, and could not ments other than to say they are part of his em- Well-connected staff
ly Mr Angoff charged that creditors have re- persuade Transit to turn over a copy of a ployment agreement and are "not untoward "
ceived "relatively httle" from Transit, that its Coopers & Lybrand LLP report on the in- Transit, which pays car allowances to many of Also among the receivership's expenses are
expenses are not going down and that Tran- surer's loss projections its employees, also pays Just under $700 a month more than $1 milhon m payments to staff em-
sit auditor Ernst & Young LLP -which ad- "T'hat's four strikes,"Mr Angoff said of his to lease a Lexus for Mr Arnold, court filings ployees and outside professionals with personal
vised against estimation-had a vested mter- experiencewiththereceivership "Ithinkit's show or pohtical connections in Jefferson City, Tran-
est m seemgthe estate remain open futile How many stnkes are we gomg to He pomted out the car is three years old "We sit's records show

The receivership denied this, and Mr take?" don't use Cadillacs or Lincolns or Jaguars or Since December 1992, for example, the re-
Arnold notes that most of Transit's assets James C Owen, a partner of McCarthy, Maseratis or these things which always excite ceivership has paid $622,089 m legal fees to a
have been held as reserves while hundreds of Leonard, counters that Transit has offered to reporters," he commented succession of Los Angeles law flrrns headed by
milhons of dollars of long-tall claims develop make documents available to the Missoun Along with salanes and benefits, Transit's G Michael Curls, the brother of Missouri Sen
Transit also countered that the estimation ap- department but that regulators have chosen monthly hlings with the Cole County court pro- Phil Curls Sr , chairman of the Senate's msur-
proach, while a possibility at some point in not to take up the offer Mr Angoff has never vide details of some of its other administrative ance committee

the future, would only create htigation with visited Transit's Los Angeles offices, Mr expenses For the peInod of December 1992 to Michael Curls has handled a vanety of cases
remsurers and merease the estate's expenses Arnold said September 1997, they melude for Transit and has followed mass tort htigation

Judge Klnder ruled against the Insurance "They just basically stay on the outside and • $89 milhon m legal fees to McCarthy, that affects the estate, according to Mr Arnold,
Department Mr Angoff said that he has not throw stones," Mr Owen charged Leonard, Transit's general counsel Details of the who noted that Mr Curls previously worked for

firm'S hourly billmgs are sealed, though Transit See Transit on next page



Commentary

A little epsom salt
might go a long way
Another RIMS conference is in the bag.
My feet, vertebrae and the blood vessels in my eyes are

screaming their thanks.
Don't get me wrong; my brain enjoys the Risk & Insurance

Management Society Inc. conference, and it's in charge of those
whining nerve cells. There are a lot of interesting people to
meet, colleagues to visit with, informative sessions to attend,
products and services to learn about, and hospitality suites be-
ing hospitable.

But the world's largest congregation of risk managers and the
companies that jockey to sell them things is a long affair.

On paper, even I think it sounds reasonable: Sunday night
through Friday morning, 9 am to 5 pm most days. But in re-
ality, RIMS starts for me on a Friday (well, Thursday if one
counts packing for the trip, and why not?) and typically runs
daily from 7 a.m. to 1 a.m. It lasts until the next Friday only be-
cause some sessions are scheduled Friday morning to assure
that no one bails out on the conference a day early. It's the
marathon of conferences, and by Tuesday my body thinks it's
Friday. It wonders when it will ever crash through the wall and
get its endorphin rush. Caffeine helps.

Many risk managers say attending the entire RIMS confer-
ence is too long, and many echibitors say it is too long. But nei-

ther wants to shorten the agenda and risk
alienating the other.

I know I'm not alone in thinking that the
RIMS conference can seem like an en-

durance contest. And because of that, I
think some adjustments need to be made to
keep people focused on the important stuff:
the educational sessions, the networking
and the exchange of ideas.

For starters, exhibitors should re-exam-
ine the goodies and trinkets they use toen-
tice people to view their wars.

Instead of key chains, pens, golf tees,
mints and tote bags, offerings should be

tailored to helping people keep going throughout the confer-
ence. Exhibitors during the conference could fulfill the same
role as those folks along marathon routes who offer cups of wa-
ter that runners drink and then use to douse their steaming
heads.

This year's RIMS conference featured a dessert reception in
the middle of the exhibit hall, which was an excellent first step
at boosting the energy levels of attendees with a massive intake
of sucrose. But I think there are even greater possibilities to
boost the energy and comfort of weary conference-goers.

How about foot massages or epsom salt baths for tired toes?
What, you may ask, would be the benefit of having people soak
their smelly and ill-manicured feet in your booth? Can you say
"captive audience"? Attendees will gladly watch multimedia
presentations or listen to a sales pitch while their aching dogs
are being soothed.

Some exhibitors past and present have tried to offer helpful
products, such as sewing kits, lint brushes and bandages, but
these only scratch the surface. I haven't seen many people with
bleeding wounds on the floor (but then I wasn't looking that
closely).

Pain relievers distributed at booths would be a big draw for
conference-goers. Packets of aspirin, acetaminophen or ibupro-
fen could sport corporate logos and sales messages. Grab some
Eau de Reliance or Sedgwick Springs bottled water to wash
'em down.

In fact, the possibilities for pharmaceutical tie-ins are vast.
Visine? Vivarin? Breath Asure? Maybe melatonin for people try-
ing to reset or trick their body clocks thrown into disarray by
time-zone travel? Antacids?

Exhibitors touting various claims and case management ser-
vices staffed by qualified medical personnel would have a real
edge in this area, because they could detail some of these staff
to the conference to administer more advanced services: IVs to

replenish fluids, B-12 vitamin shots for pep, chiropractic ad-
justments, and so on.

A person isn't likely to trot past a booth avoiding eye contact
when such relief is at hand. That three-hour session on basis

risks willlook fresher.

What do you think? Heck, with the measures I've outlined, I
think most people would be willing to stay for a two-week con-
ference.

Editor Paul D. Winston and Publisher and Editorial Direc-

tor Kathryn J. Mcintyre write columns on alternate weeks.

Transit
Continued from previous page
California regulators on the Executive
Life Insurance Co. insolvency. He de-
nied that family connections influ-
enced the hiring.

"We employ lawyers as we need
them, and the fact that he has a broth-
er in the Senate who I've known for

many years played no part in the de-
cision," Mr. Arnold said.

Michael Curls also said he was

hired for his legal experience.
Sen. Curls said, "I don't imagine

that (his connections) hurt," but
added that "there was no leverage as-
sociated with (my) position that se-
cured that for him."

Transit also employed Sen. Curls'
son, Philip Curls, on a part-time basis
while he attended law school, Mr.
Arnold confirmed.

Another Tkansit employee, William
Siebert, manager of the Jefferson City
claims and records storage operation,
is an old friend of Mr. Arnold and a

friend and former business partner of
Judge Kinder.

In a judicial disclosure filing five
rnonths before he approved Mr.
Siebert's appointment as Transit spe-
cial projects director in 1990, Judge
Kinder reported that he'd received a
$1,000 "consulting fee" the previous
year from Strategies Management
Inc., a company owned by Mr.
Siebert.

Judge Kinder said in an interview
that the money came from a failed at-
tempt by the two men to enter the pay
phone business. "We tried it, it didn't
work, and we made a grand total of
$2,000," he said, adding that he and
Mr. Siebert also owned a resort facili-

ty together"for a couple of years."

PARCA
Continued from page 1
ate new liabilities for employers and
health plans. The measure got a boost
last week when nine House Republi-
cans announced support for the bill.

Despite the Chamber's action, oth-
er members of the HBC coalition said

they would not specifically request
that their member companies stop
providing health care benefits if PAR-
CA or other wide-ranging federal
health-care legislation becomes law.

A spokeswoman for the Washing-
ton-based National Federation of In-

dependent Business said it would not
recommend that its members auto-

matically stop providing coverage.
"If PARCA passes, which we cer-

tainly hope it will not, we will defi-
nitely educate and inform our mem-
bers of the additional costs and the

rarnifications of the legislation," the
spokeswoman said. "NFIB's belief is
that the fear of litigation and the in-
creased premiums due to mandates,
many members will be forced to drop
their coverage. The goal of health care
reform is to be able to provide afford-
able health insurance, and PARCA
definitely increases costs and will put
more people on the lists of the unin-
sured," she said.

"We wouldn't have to tell our mem-

bers. They would probably do it on
their own, because obviously liability
is such a huge issue for them," said
Patrick Cleary, vp-human resources
policy for the National Assn. of Man-
ufacturers in Washington.

"We've heard from a number of

them already that indeed they would
drop insurance because it is such a
wild card and a potentially damaging
thing, certainly fatal to them in terms
of being able to put them out of busi-
ness," he said.

"Any decision regarding employee
benefits would be up to the individual
companies," said a spokesman for the
American Insurance Assn., which also
is a member of the HBC coalition.

The liability study, prepared by

The judge said Mr. Siebert's hiring
did not present a conflict. Mr. Arnold
said he hired Mr. Siebert for his man-

agement ability and previous experi-
ence overseeing receiverships for a
Jefferson City hotel and a Missouri
state employees pension fund.

"The fact that he knew Judge
Kinder certainly didn't hurt the situa-
tion, but on the other side of the coin
that's certainly not why he was select-
ed," Mr. Arnold said.

Mr. Siebert referred questions to
Mr. Owen, Transit's lawyer, whose
comments echoed those of Mr. Arnold

and Judge Kinder.
Mr. Siebert is also a partner of Jef-

ferson City businessmen Paul E.
Chinn and Robert H. McCurren I[I in

a company that owns a Jefferson City
office building. That building houses
The McCarthy Group, the lobbying
firm that is owned by Mr. MeCarthy,
Transit's general counsel, and that
employs Judge Kinder's wife, docu-
ments show.

Separately, Mr. Chinn and Mr. Mc-
Curren are partners in another com-
pany, McChinn Properties, that has
received $223,552 in rent from Tran-
sit since December 1992 for a Jeffer-

son City warehouse where Transit
records are stored.

Mr. Chinn and Mr. McCuiren could

not be reached.

Another longtime Transit employee
is Susan Sommers, Mr. Arnold's sis-

ter-in-law and Transit's manager of
strategic planning. Mr. Arnold said
her work includes charting the imple-
mentation of Ernst & Young's Transit
liquidation plan. He added that she is
also well-qualified for the job and
holds a master of business adminis-

tration degree from Pepperdine Uni-
versity in Malibu, Calif.

Meanwhile, the receivership has

Washington-based Barents Group
L.L.C., unit of KPMG Peat Marwick
L.L.P.-examined how much liability
provisions in proposed federallegisla-
tion would increase the cost of health

coverage. For example, PARCA
would expand the liability of health
plans and employers by changing the
ERISA to allow state law actions for

bad-faith claims denial suits and the

like.

The Barents study-"Impacts of
Four Legislative Provisions on Man-
aged Care Consumer: 1999-2003"-is
the first to specifically examine the
cost of expanded liability. Other stud-
ies, including those by Coopers & Ly-
brand L.L.P. and Milliman & Robert-

son have focused on other aspects of
PARCA (BI, April 27). Both those
studies showed some increase in costs

if PARCA were enacted.

The study also projected increased
costs for any legislation that would
eliminate the ability of plans to decide
whether a service is "medically neces-
sary" and therefore covered; institute
any willing provider provisions; or
deem utilization review the legal
equivalent of practice of medicine.

But the employer groups' greatest
concerns were with the possible im-
pact of the liability provisions.

"We see the proposed expansion of
liability as the greatest of many
threats" posed by PARCA, said the
Chamber's Mr. Josten.

"Opening the door to lawsuits" will
drive up the cost of coverage to every-
one, he said. "Can you think of a
greater incentive not to offer insur-
ance?"

According to the Barents study,
prepared for the Washington-based
American Assn. of Health Plans, an
organization of managed caie compa-
nies, changes in the liability system
governing health plans would in-
crease premiums by anywhere be-
tween 2.7% and 8.6%. The wide vari-

ation reflected both the use of differ-

ing assumptions for the cost of mal-
practice insurance for medical plans
and the costs of taking "defensive
medicine" actions, such as ordering
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also paid $267,492 since December
1992 to Krieger & Krieger, a Jefferson
City accounting firm that reviews
Transit financial filings for Judge
Kinder.

Judge Kinder said that the firm is
his personal accountant and does his
income tax returns, and that he

picked the firm because he knows it:
"Why not? I have to have confidence
in (them)," he said.

Harold F. Krieger Jr., a principal
with the firm, could not be reached.

Mr. Arnold and Judge Kinder ac-
knowledge knowing many of the peo-
ple who have gone to work for the re-
ceivership but insist they have not ap-
proved hiring on the strength of per-
sonal connections alone.

"I can't turn this into a megalopolis.
It's a small town. It's a damn small

town," Judge Kinder said. "I can't
change the fact that we are a small
group of people. It has its advantages
and its disadvantages."

Transit representatives repeatedly
emphasize that what matters is not
who is on the payroll or what their
particular expenses are, but whether
those people and expenses have pro-
duced recoveries for the estate.

"The real question is how the total
expenses of the receivership bear on
the amount of money recovered,"
Judge Kinder said. "Am I comfort-
able with the amount of money ex-
pended? Yes, or I wouldn't have ap-
proved it"

Measured by its recoveries and its
distributions to creditors, the re-

ceivership has been a success, Mr.
Arnold said.

"I can't think of an estate other

than Mission, which is winding itself
down, that has paid out the kind of
money Transit has paid," he ob-
served. Ell

more tests to help in the defense of
malpractice claims.

The increased costs associated with

liability changes would cut the num-
ber of insured workers significantly
by 1999, according to the study. Using
the low estimate of a 2.7% increase in

costs, roughly 561,000 workers would
lose coverage. Under the high-end es-
timate, the number would jump to
nearly 1.8 million.

The outlook for PARCA's passage
in its current form is extremely uncer-
tain, as both proponents and oppo-
nents of the measure have admitted,
even though about half of the mem-
bers of the House of Representatives
have signed on as co-sponsors of the
measure. A spokesman for Rep. Nor-
wood did not return calls seeking
comment on the Barents' study and
the Chamber's intention to ask its

members to stop providing health
care coverage if PARCA passes.

Meanwhile, the Blue Cross & Blue

Shield Assn. released its analysis of
the impact of federal proposals on
managed care quality last Friday. Ac-
cording to the Blues analysis, meeting
the requirements of such proposals-
reporting of patient and provider-spe-
cific medical information and mea-

surement of health outcome/improve-
ment-would mean less choice as

open access plans such as preferred
provider organizations would have to
become more like tightly managed
health maintenance organizations.

"The administrative cost and out-

come management expectations of
the federal quality proposals would
create overwhelming pressures on
PPOs and other relatively unrestrict-
ed network products to become indis-
tinguishable from HMOs," according
to the Blues.

"Impacts OfFour Legislative Provi-
sions on Managed Care Consumers:
1999-2003" is avaitable from the
Amencan Assn. of Health Plans by ac-
cessing the research and libraly sec-
tion of its World Wide Web site at
www.aahp.org or byfazing a request
to Don White at 202-778-7487.
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Pension do not permit employee contnbutions, issued a summary judgment in favor malority's decision that in amending to use surplus attnbutable to employ-
and the case is thought to be apphea- of Hughes, but a three-judge panel of ltS pension plan, Hughes effectively ees' contributions," she said
ble only to plans with employee con- the 9th U S Crrelut Court of Appeals terminated the plan," he wrote If the Supreme Court reverses the

Continued from page 1 tributions," said Pam Scott, a prmci- in San Francisco reversed the ruling "The way the 9th Circuit has held appellate decision, plan sponsors wlll

restneted to just contrlbutory defined pal with The Kwasha Lipton Group by a 2-1 vote Writing for the majori- threatens the ability of employers who be able to use all the surplus m a plan
benefit plans, it's merely a bad deci- of Coopers & Lybrand m Fort Lee, ty, Judge Harry Pregerson's Jan 23, have sponsored contnbutory plans to for the benefit of all employees who
sion If there's leakage to others, this is N J "However, smce somany pension 1997, opinion read in part, "we hold adopt benefit structures responsive to are participants, not iust those who
a homfic decision," said Kyle Brown, plans have sigmfcant surpluses these that, when an employer is not the sole their competitive needs," said Sussan have contributed, she said
retirement counsel with Watson Wy- days, all surplus-related htigation Tnll contnbutor of a pension plan, the em- Mahallati, labor counsel for the Na- Before the Hughes case, many em-

att Worldwide in Bethesda, Md be watched closely It is mgmhcant ployer does not have sole discretton to tional Chamber Litigation Center ployers thought that under ERISA
"There are two main issues in that the Supreme Court chose to hear use the asset surplus of the plan If Inc, a unit of the U S Chamber of they could use surplus for the benefit

Hughes The first is whether amend- arguments," she said, adding that of- employees contnbute to the plan, the Commerce in Washmgton The of all participants and beneficianes,
ing a contnbutory plan is a fiduciary ten means the high court mtends to employer has a fiduciary duty to the Chamber was one of several business she said
act, the second is, what constitutes a reverse a lower court decision employees when it amends the plan to groups that filed bnefs m support of "The 9th Circuit decision upset con-
plan termination I think the 9th Cir- The case stems from Hughes' use the asset surplus " Hughes' position ventional expectations as to the per-
cult got both of them wrong," said Mr amendments to its pension plan The In its bnef, the Center said employ- missible uses of surplus," she pointed
Brown "My fear is that the Supreme plan was originally funded by both ers who are requlred to fund any out
Court w11 decide only one of those is- employer and employee contnbu- 'The 9th Circuit decision shortfall m a deftned benefit plan wlll Watson Wyatt's Mr Brown said

sues We'd be much better served if we tions But Hughes amended the plan
upset conventional

be less likely to offer deftned benefit "There's good news and there's bad
got both of those issues clanfied in 1991 so that it only depended on plans if any amendment of the plan news The bad news is if the Supreme
What constitutes a plan termination employer contributions and created a expectations as to the that takes effect while the plan is Court holds agamst Hughes, employ-

obviously w11 affect any employer," two-tier plan Employees who retired overfunded can trigger termination ers would be well served to think
he said before 1991 got higher benefits than permissible use of and distribution of all surplus plan as- twce about def,ned beneht plans The

The Pension Benefit Guaranty those covered by the new plan Em- surplus,' says Pam Scott. sets, Ms Mahallati said good news is I thmk the chances of

Corp filed a bnef m support of Hugh- ployees who had not retired but who "If the Supreme Court upholds the that are small "
es, holdmg that there was no termma- had worked for Hughes before 1991 9th Circuit decision, we'11 see a lot Mr Brown said he has "high hopes"
tion of the plan could choose between continuing to more class actions being brought that because of its decision in Lock-

"We have an abiding interest in make contnbutions or being covered The lone dissenting judge issued a where there are surplus plan assets," heed us Spink, "the Supreme Court
pension law relating to plan termina- by the amended plan sharp rebuke she said w111 bnng a rational approach back to
tion," said an attorney for the federal Mr Jacobson and four other re- "The majority holds that plaintiffs Kwasha Lipton's Ms Scott said, "If all this "
agency The attorney said the agency tlrees, actlng as representatives of a have stated a claim upon which relief the court were to side with the re- In Lockheed Corp vs Spmk, the
believed the 9th Circuit erred in its class of retired and active Hughes em- can be granted under ERISA on the trees, we would be in the same situa- Supreme Court lustices rejected a
decision, which "upsets the expecta- ployees, sued Hughes They claimed theory that Hughes terminated the tion that employers are effectively in plan participant's claim that amend-
tions of the benefits to which employ- Hughes had actually terminated the plan when it merely amended it to in- now, in thatthey would be unable to ing the plan was a fiduciary act and
ees wlll be entitled," said a PBGC at- original plan and used the $1 bilhon clude a non-contnbutory benefit use surplus that is attributable to em- that Lockheed's board of directors
torney surplus bzult up over the years by both structure as well as a contributory ployees " thus did not run afoul of ERISA when

"It's a disincentive to well-funded employer and employee contributions benefit structure Thus, the malority Although the decision apphes only they amended a pension plan to use
plans," the attorney said The decision for its own ends and to fund the bene- clears the way for plaintiffs to contin- to the 9th Circuit, advisers to most surplus assets to fund an early retire-
"would be a chsincentive for employ- fits of workers who had not contribut- ue on their quest for the pot of gold, plan sponsors are saying sponsors ment program Hughes has argued
ers funding their plans well or maybe ed to the plan The plamtlffs charged a share of the $1 bilhon surplus," should follow the decision, because that the 9th Circult's decision m the
even continuing them that in so domg Hughes had violated wrote Judge William A Norms there are no other cases on pomt, she case before the Supreme Court is m

"The case has some signihcance ERISA "In my view, there iS no basis in said "Many lawyers would be ex- direct conflict with the high court's
However, many defined benefit plans AUS Distr:ict Court m Callfornia ERISA, the case law or logic for the tremely hesitant to advise employers ruling in the older case igll

Texas workers comp agencies on the topic Other factors contnbuting to the tronically in advance of the consulta- technology, but I'm a httle nervous
Of the 61% that responded, none was researchers' interest in telemedicine tion or reviewed at the time of the about usmg telemedicine to replace
involved in telemedicine programs include a recent state law requinng consultation Also, a video recording m-person medical examinations,"

Cont:nued from page 1 Telemedicine could help, for exam- many general health insurers to pro- of the examination could be used for said Melody Cathey, director of edu-
any telemedicine proposal be care- ple, In impairment rating determina- vide coverage for such services, as future reference cation and research for the Interna-

fully scrutinized to protect workers' tions if both sides could designate well as the availability of extensive ROC researchers said benefits of tional Assn of Industrial Accident

rights to personalized care and the one doctor from a pool of expen- medical facihties using the new such a teleconference could include Boards & Commissions in Shawnee
confidentiahty of their medical enced practitioners famihar with the telemedicine technology increasing conformity amongratlngs, Mission, Kan "Like managed care,
records workers comp impairment rating "Texas has one of the most exten- minimizing problems created by rn- people may fear that the new process

Their scrutmy may be needed soon process The doctor could participate sive telemedicme infrastructures in experienced doctors, increasing col- may create barriers between patients
m Texas, because ROC researchers in a hve, two-way video teleconfer- the country," with malor programs at laboration among health care profes- and physicians," she said
now are exploring the feasibility of ence with the injured worker, who medical facilities in Lubbock and monals, and mcreasmg injured work- "I thlnk providing telemedicine
estabhshing a pilot program to test would have the treatmg physician or Galveston and several smaller pro- ers' satisfaction with the process can be an advantage to workers, pro-
the concept The nine-member coun- another medical professional with grams, according to the report In addition, researchers said simi- viding safeguards are there to pre-
Cll is expected to vote, probably in him or her m person during the tele- However, one factor that may af- lar efficiencies and benefits may re- vent abuse of the system," said Don
December, on whether to recom- conference feet the process is that Texas allows sult from usrng telemedicine to ob- Judge, executive director of the Mon-
mendthat the Texas Legislature con- ROC researchers pursued the topic an Injured worker to choose the tam second opinions about the advis- tana state AFL-CIO m Helena
sider approving such a pilot program, because it has special relevance m a treating doctor ability of spinal surgery, which the Adopting a ROC-type proposal in
said June L Karp, ROC's outgomg state such as Texas, where 17 rmlhon While researchers did not address Texas system allows both workers Montana could result in prompter
executive director residents are scattered over 261,914 that issue, they clld say telemedicine and msurers to seek and higher quahty medical care for

"Telemedicine is often cited as one square miles
.mlght produce important system ef- Researchers also identified general workers, he said However, it also

of the most promising new teehnolo- Claims from workers who hve m ficiencies" in obtaming impairment benefits from telemedicine as accel- could depersonalize treatment and
gy apphcations of the 'Information rural counties consistently account ratings by "designated doctors," erated diagnosis and treatment, im- create confidentiallty problems over
Age ' It is designed to ehminate the for more than half of all workers whom workers and employerhnsur- proved quallty of care and Improved dissemination of information con-
problem of distance m the delivery of comp claims in the state, researchers ers jointly choose to resolve impair- medical records management The tamed m a worker's medical records
medical care, thereby increasing sys- report They amounted to 57 2% of ment rating disputes Those disputes new method also would reduce trav- In addition, the AFL-CIO would be
tem efficiency, effectiveness of treat- all workers comp claims filed m occur m about half of all contested el costs, which insurers are required concerned about how doctors are
ment and access to resources," ac- 1997, which was shghtly higher than cases to pay chosen to participate in such an eval-
cordrng to the 18-page ROC report the seven-year average of 56 2% Resolution of those contested cases Despite ROC's hsting of potential uation process and whether they

"While telemedicine is an emergmg from 1991 to 1997 may be helped by real-time video benefits, any proposal for a state could become so tied to the workers
form of medical care dehvery rn gen- According to the report's defint- conferencing or by the "store-and- workers comp system to adopt tele- comp system that their creativity
eral medicine, it is virtually unknown tions, a rural county has fewer than forward" approach, which iS the conferencing wlll undergo scrutiny might be stlfled, he said
in the field of workers compensa- 50,000 residents and is not adjacent equivalent of electronic mail, the re- before being tested A telemedicine proposal is worthy
tion," researchers said ROC re- to a greater metropolitan area, such port said In addition, medical "I'm a strong advocate of replacing of review, but "the devil is in the de-
searchers mailed a survey to all state as Dallas or Houston records could be transmitted elec- current technology with computer tails," Mr Judge said

Year 2000 failure in one sector would influ- mer's stnke by Umted Parcel Ser- that have at least 1,000 employees projects Midrange systems are
ence activity m others," Mr Kelley vice of America Inc workers According to research results re- those where some of the work is
said With the storm, "activity leased last month, only 17 % of the done at the individual user's work

Contznued f'rom page 2 He added, however, that there bounced back rapidly once the 19,000 sites contacted have corn- station and some by a central file
$300 bilhon to $600 bilhon are many examples of how econom- roads were cleared agam," while pleted their Y2K projects, though server or computer system Among

"Obviously a great deal of work le activity has been affected by chs- the strike's overall impact on eco- another 54% have ongoing Y2K sites with personal computers, 13%
either is planned or is under way to ruptions to the country's physical nomic activity was small, Mr Kel- projects, and 8% have plans to start had completed projects, while 38%
deal with the Year 2000 problem," Infrastructure "Although the Y2K ley said projects, while 21% said they either had ongomg projects
he said in his testimony "But what problem clearly is unique, some of "Hopefully, any Y2K shock to have no need or plans to address Jerry Berry, senior industry ana-
if something shps through the these disruptions to our physical in- Our information infrastructure the issue lyst-software and services, said
cracks and we experience the fall- frastructure may be useful m orga- would also be transitory and would There were significant differ- considenng that only 17% of all
ure of some 'mlssion critical'sys- mzmg our thinking about the con- share the characteristics of these ences, though, based on the types of sites have completed their Year
tems? sequences of short-lived interrup- shocks to our physical infrastrue- computers used For instance, only 2000 prolect, "I get a sense that

"How w111 a computer failure in tions in our mformation infrastruc- ture," said Mr Kelley 10% of sites with mainframe com- many compames have underesti-
one mdustry affect the ability of ture," Mr Kelley said La Jolla, Calrf -based ZD Market puters had completed their project mated the size of the problem and
other mdustnes to continue to op- These Include the early 1996 ma- Intelligence, which conducts a activity, while another 70% had an what it's actually golng to take to
erate smoothly? The number of pos- lor winter storm that paralyzed monthly ongomg survey of 1nfor- ongoing project complete the Y2K project

sible scenanos of this type is end- large portions of the eastern United mation technology professionals, On the other hand, 19% of sites "I think a lot of compames are
less, and today no one can say with States (BI, Jan 15,1996), with com- analyzed mformation obtarned that use midrange systems or gomg to fall short of bemg able to
any confidence how severe any merce grmding to a halt for up to a from IT managers at more than servers had completed proiects, complete the projects on time," Mr
Y2K disruptions could be or how a week in some areas, and last sum- 19,000 sites among 2,441 companies while another 54% had ongoing Berry said
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plans is not clear yet approach, others noted

Benefits
Bi Insurance Index

A Travelers spokeswoman said no decisions "I[ I am a bank and I am buying another bank
havebeenmade on benefits, noting that the "ink and I want to mtegrate, I probably will want one 1,900
is barely dry on the agreement " consistent set of beneht plans On the other

tontmued,from page 2 Dennis Hoy, a first vp at First Chicago NBD hand, if I am a bank buying a brokerage, I may 1,850
iealth care coverage continuity is Just one of a Corp in Chicago, said integration teams hkely decide that because the demographics of each
nynad of benefit issues it faced as it consum- wlll be set up to review benefits plan by plan workforce is diferent, I want to maintamsepa- 1,800
nated its acquisition of Noble Lowndes Other In the case of another big merger-the acqui- rate plans," said Allen Steinberg, a consultant
ssues mcluded whether to terminate Noble sition of Washington-based MCI Communica- with Hewitt Associates L L C In Lincolnshire, 1,750
_.owndes' defined benefit pension plan or to lions Corp by WorldCom Inc of Jackson, Ill
nerge it mto the Sedgwick plan-it chose the Miss -"Because there are differences m the two "If acquired firms are in different mdustnes, 1,700
atter-as well as how to communicate that the companies' benefit programs, we have to exam- the parent may not want to have the same bene-
Bedgwtek plan, despitea 1% employee contribu- me theprograms and workout with WorldCom ht plans for all groups," Mr Macey said
non requirement, was in fact richer than the No- what the future design will be for the combined Similarly, the fate of benefit plans in a merger
)le Lowndes plan companies," said Tom Hestwood, MCI's director has much to do with the operatmg philosophy of 1,600

The issue of how employee benefit plans are of compensation and benefits the buyer Some companies that operate m a
iandled in the wake of corporate mergers is not Other companies Involved in recent mergers conglomeratemodewant tokeep diferent units 1,550
1 new one For decades, merging companies and acquisitions, though, have decided through and separate benefit plans, while other compa- 3n3 3/20 3/27 4/3 4/9 4n7 4/24 5n
iave had to decide the fate of benefit plans, such which plans employees of the merged firms w111 mes want to operate as a single entity
As which company's plans would survive or receive benefits For example, The St Paul Cos "What a company's operating philosophy is

Base=100 on Dec 29,1978

Source Nordby intemational /nc (nordby com) Boulder, Colo
hether new benefit plans would be established Inc, which is acquinng Baltimore-based insurer wlll have a tremendous impact on what it does

But for a variety of reasons, questions about USF&G Corp, will move USF&G employees to benefit plans" m a merger or acquisition stu-
nerger-related benefit plans today have as- Into St Paul's beat plans atm, Mr Steinberg said
.umed an unprecedented level of importance While that move w11 entail higher costs-gen- For example, if the corporate culture at an ac- PCS catastrophe options
md complenty erally St Paul's benefit plans are ncher than quinng finn is one of decentralizatlon, it is more As of May 1

Years ago, for example, when traditional in- those sponsored by USF&G-that is a cost St likely that, at least for an interim period, it w111 Call Price Call Price

spread bid/ask spread bid/ask
lemnity plans dommated the corporate health Paulls wilbng topay continue the benefit plans for the companies it National Annual 1998 California Annual 1998

:are market, the issue of which of two merging "In the aggregate, they w,11 have better bene- acqurres, said Blame Bos, a consultant with 40/60 60/80 40/60 21

:ompanies' health care plans would survive typ- fits, and that iS something that is a positive Wilham M Mercer Inc m Chicago 60/80 30/65 150C 12/19

cally was relatively minor Regardless of which change for USF&G employees," said John Clif- In additton, allowing purchased units to main- 80/100 20/58

iealth care plan survived, employees could con- ford, St Paul's compensation and benefits offi- tain their own beneht plans is a way of avoiding Southeastern September 1998 Western Annual 1998

40/60 26/33 40/60 27

inue to see providers of their choosing, with per- cer tough issues, such as moving employees of ac-
80/100 NA

iaps some small diferences in cost sharing Indeed, the pattern m most mergers of large quired companies into benefit programs that Northeastern September 1998 150C 14/18

In today's managed care environment, the companies is that, after a transition penod, a sm- may be less generous than those maintained by 100/150 11/14 Eastern September 1998

iealth care plan network that a merging compa- gle benefits program will remain, rather than their former employers 20/40 35/48

iy selects can have a huge cost impact on em- each company maintaming its own program "An employer may want a common plan, but 40/60 28/32

iloyees Those workers whose current physi- Cost is a key reason for a unifted program lt dc,esn't want to make cutbacks And bringing Florida September 1998
40/60 14/24

vans aren't in the network chosen by the merged "From a standpomt of cost efficiencies, it is everyone to the top of every benefit may be too
mtity can be exposed to big out-of-pocket costs much easier and less expensive" to operate a expensive," said Helen Darhng, a consultant in Total volume 1,203 Total open Interest 21,107

)r the disruption of services from providers with unlfled program, said Jim Rotenberg, a principal the Stamford, Conn, office of Watson Wyatt For Information on PCS cat options, call the Chicago Board of

Aihich they had estabhshed relationships and director of corporate transachon consulting Worldwide Trade at 312 435 3674

Similarly, pension plan issues also have taken services at Buck Consultants Inc m New York But before deals are consummated, employers Source Chicago Board of Trade

)n a greater importance Two decades ago, the "With merged plans, you get greater need to scrutinize all benefit plans to be sure
nost popular savmgs plans-401(k) plans-did- economies of scale," added Scott Macey, execu- they are aware of all obhgations Indeed, some British Issues
7't even exist, while defined benefit plans nearly tive vp and general counsel with benefit consul- corporate mergers have fallen through after the
ilways mcorporated a fmal average plan pay de- tant ASA Inc m Somerset, N J potenttal buyers discovered that certain employ-

Price P/E Div Yield 52-week

ngn Today, by contrast, defined benefit plan de- In addition, merging companies-especially ees were promised hefty severance packages d Companies pence pence % high-low

sign is more varied than ever, presenting tough those m similar mdustnes-could create morale their companies were acquired by others, said
ntegration issues for mergmg companies problems if they maintain separate benefit plans Michael Shelton, a Watson Wyatt consultant in Comml Union 1119 216 325 29 1300 630

Flnally, the size of today's mergers has no for the merged companies "You don't want peo- Chicago In those situations, the buying compa-
Gent Accident 1406 95 375 34 1406 837

Gdn Royal Exch 403 61 11 5 29 495 257
irecedent Hardly a week goes by without the ple working side by side with ddferent benefit ny may have felt that too many key employees Legal & Gen 717 18 2 12 7 22 785 400
Announcement of another blockbuster, with the plans At the same time, you want to provide a would leave, deprivmg it of valuable talent Royal & Sun 668 16 9 22 8 34 825-440

rravelers Group Inc /Citicorp, Bank of Amenca single package to new employees," Mr Roten- In addition, acquiring companies should try to
Zorp -NationsBank Corp and Fwst Chcago berg noted get the names of physicians seen most frequent- Brokers
\1BD Corp -Bank One N A as the most recent "Does it make sense for people workng to- ly by employees of the companies they acquire

Not only are the proposed mergers huge, they gether to have diferent benefits? In most cases, and try to brtng those doctors Into their man- Lmbrt Fenchurch117 82 82 90 138 101

also involve companies of roughly comparable 11 probably does not," said Robert S Byrne Jr, a aged care networks Lloyd Thmpson 176 118 100 71 196151
.size With no one firm clearly dominant, the like- managing principal with The Kwasha Lipton Sedgwick Grp 154 122 70 45 171 115You might give a list to your managed care

ihood of one organization simply imposing its Group of Coopers & Lybrand LLP m Fort Lee, vendor and ask them if they can get the
Willis Corroon 165 131 66 51 174116

Denefrt plans on the other is low NJ providers into the network," Mr Macey said Note Pnces are May 1 dosings, other numbers from Apnl 30
How these and other glant merging companies But m some cases, keepmg benefit plans sepa- "That is something you want to do to maintain

Mll resolve differences in their employee benefit rate In mergers and acquisitions may be a better good employee relations" Eli Source Nordby /ntemational inc (nordby com) Boulder, Colo
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Weekly Year to date 52 week Weekly Year to date 52 week Weekly Year to date 52 week

BROKERS Pnce % change % change High Low Vol (000) Price % change % change High Low Vol(000) Price % change % change High Low Vol (000)

Aon Corp NYS 6400 2.20 9.17 68.19 43.75 886 ESG Re Limited NDO 25.75 2.83 9.57 28.88 20.88 289 RenaissanceRe Ho dings Ltd NYS 48.25 2.53 9.35 50.75 36 38 176

E W Blanch Holdings Inc NYS 3531 1.22 254 3875 22 00 205 Enhance Financial Services NYS 68 75 493 1555 75.19 3838 372 Risk Capital Holdings NDO 25.13 0.00 1292 2550 1750 248

Gallagher Arthur J & Co NYS 4369 3.72 26.86 4656 30.38 151 Everest Reinsurance NYS 4163 -089 091 4525 2850 764 ALI Corp NYS 5438 2.68 9.16 5681 30.50 154

H,lb Rogal & Hamilton NYS 1788 0.35 7.44 19.63 1350 33 Executive Risk Inc NYS 66.94 1 81 412 7575 44.88 265 St Paul Companies NYS 85.00 0.89 358 94.38 65.50 3257

Kaye Group Inc NDO 7.00 345 566 900 4.75 9 EXEL Ltd NYS 7488 2.52 18.15 8113 39.00 981 SCOR NYS 61 75 426 2932 66.00 3888 7

Marsh & McLennan NYS 9181 187 23.13 94.88 59.38 1503 Fremont General Corp NYS 57.06 201 4.22 62.13 27.38 481 SAFECO Corp NDO 49.78 3.34 212 56.00 39.63 4035

Poe & Brown NYS 38.63 1257 2983 3938 1750 58 Frontier Insurance Group NYS 2688 4.37 17.49 3925 2000 1401 SCPIE Holdings inc NYS 3431 3.00 1857 34.31 1925 NA

Sedgwick Group PLC NYS 1300 -0.48 558 1444 9.38 23 Gaisco Inc NYS 881 217 3.68 10.19 7.88 641 Selbels Bruce Group NDO 8.13 000 833 894 650 107

Willis Corroon Corp NYS 14.00 175 1371 15.19 9.75 290 General RE Corp NYS 22500 104 613 22888 16525 768 Selective Ins Group NDO 27.88 133 3.24 29.25 20.00 179

BROKERS AVERAGE 043 1248 Gryphon Holdings NDO 1781 104 6.34 1938 1400 24 Terra Nova Insurance Co Ltd NYS 30.88 2.07 17.62 33.13 1850 73

Harleysville Group NDO 2650 6.09 1042 28.50 1588 118 TIG Holdings NYS 2531 125 2373 3656 23 50 1791

INSURERS/REINSURERS Hartford Steam Boiler NYS 6669 1.33 20.84 6988 47.50 246 Tokto Marine & Fire NDO 5325 139 7.79 66.00 41.25 193

ACE Ltd NYS 37.88 613 1775 42.50 1988 2195 HCC Insurance Holdings NYS 21.88 116 2.94 32.69 1563 353 Torchmark Corp NYS 45 38 294 7.56 49.81 30.63 3034

Acceptance Insurance Cos NYS 2281 0.00 5.68 28.63 18.50 423 ING Groep N V NYS 6981 7.30 64.99 69.81 3888 509 Transatiantic Holdirgs NYS 77.38 2.57 822 7844 5438 164

AEGON N V NYS 137.69 0.69 5363 14125 68.06 216 IPC Holdings Ltd NDO 33.25 153 3.30 33.25 22.63 63 Travelers Property Casualty NYS 42.44 -0.44 3.55 46.06 3350 1187

Aetna Lile & Casualty NYS 81.81 155 15.94 11813 6631 1967 Hartford Fnancial Se/ices NYS 11138 137 1904 11688 72.38 1409 Travelers Corp NYS 62.19 109 15 43 73.50 3550 19147

AFLAC Inc NYS 66.31 9.49 2971 67.25 41.88 1684 LaSalle Re Holdings Ltd NYS 38.06 167 760 42.94 27.25 137 Trenwick Group Inc NDO 3888 2.30 3.32 41 75 31 88 347

Allied Group Inc NYS 29.69 5.94 371 35.75 24.00 399 Life Re Corp NYS 74.50 2.58 1429 76.94 38.50 426 Unico American Co p NDQ 1575 0.79 2857 18.13 975 221

Al!state Corp NYS 95.31 1 87 5.32 100.25 63.88 4510 Lincoln National NYS 8863 2.07 1344 93.38 54.88 1009 United Fire & Casualty NOO 41.25 135 6.78 47.00 36.00 6

AMBAC Indemnity Corp NYS 58.19 253 26.49 61.00 3181 2455 MAIC Holdings Inc NYS 2994 4.36 11.77 30.38 16.13 34 Unimn NDQ 7025 312 8.70 72.00 50.00 186

American Bankers Ins NDO 61 56 186 34.01 66.06 25.94 1483 Markel Corp NYS 162.00 211 3.76 177.50 109.00 27 UNUM Corp NYS 5388 177 -0.92 57.69 37.75 2570

American Financial Group NYS 4394 0.57 8.99 49.25 34.00 314 MBIA Insurance Group NYS 76 06 016 1384 8094 48 25 1040 Vesta Insurance Co NYS 56.75 0.00 442 64.75 40.88 236

American General NYS 67.44 009 24.74 6888 42.88 2675 Meadowbrook insur Group NYS 32.88 2.05 26.14 35.00 21.50 8 Zenith National Ins NYS 2894 314 1238 30.50 24.50 61

American Heritage Life Ins NYS 2263 084 2569 25.00 1250 77 Mid Ocean Ltd NYS 7588 1.94 39.86 81 63 44.13 456 INSURERS/REINSURERS AVERAGE 034 1226

American Indemnity/Fin I NDO 12.75 4.08 -811 1550 9.50 40 MMI Cos Inc NYS 23.06 538 -821 27.88 21.13 283

American International NYS 13238 067 21.72 14031 84.25 4795 Mutual Risk Mgmt Ltd NYS 3325 0.19 11 06 36.75 1825 416 HEALTH MAINTENANCE ORGANIZATIONS

Argonaut Group NDO 34.25 0.72 111 38.13 26.75 69 NAC Re Corp NYS 50.56 012 359 53.81 38 63 352 Foundation Health Systems Inc NYS 29.19 197 31.18 33.94 22.06 1301

AXA UAP Group NYS 59 88 562 5353 61 69 29.25 282 Navigators Group NDO 19.25 4.76 250 2250 16.75 29 Humana Inc NYS 26.63 1.67 2831 28.06 18.44 2344

Baldwin & Lyons Inc N[)0 2300 2.22 4.66 28.75 1750 Nobel Insurance Ltd NDO 1319 0.48 0.48 1538 12.13 38 Oxford Health Plans NDO 17.19 4.56 1044 89.00 13.75 9021

Berkley W R Corp NDQ 4838 184 1026 49 50 3238 820 NYMagic Inc NYS 30.69 166 1134 30.81 1850 12 Pacificare Heakh Sys NDO 69.50 1.94 3831 8300 46.75 197

Berkshire Hathaway Inc NYS 69300.00 176 50.65 71000.00 30000.00 1 Ohio Casualty Corp NDO 49.00 101 9.80 51.25 38.13 336 Safeguard Health Enter NDO 813 11 56 39.81 14.88 750 32

Capital RE Corporation NYS 7563 823 21 85 75 63 3950 262 Old Republic Int I NYS 4581 1 87 23.19 4838 28 00 1050 Sierra Health Services NYS 39.00 163 1599 41.63 25.00 242

Capitol Transamerica Corp NAS 2025 3.85 4.99 28.13 1900 192 Orion Capital Corp NYS 56.00 2.99 20.59 57.75 3113 394 United Healthcare Corp NYS 69.63 4.11 40.13 72.50 42.44 5446

Centrts Group Inc NYS 1419 381 27.17 1481 8.94 91 Partner Re Ltd NYS 51 00 264 9.97 52.50 30.75 259 Wellpoint Health Nelworks NYS 72.06 0.87 70.56 73.44 38.63 1670

Chartwell Re NYS 3063 251 9.26 3625 25.13 34 Penn America Group Inc NDO 19.75 366 366 23.00 12.75 77 HMOs AVERAGE 0.16 24.39

Chubb Corp NYS 7856 1.49 3.88 83.44 5675 3598 Pennsylvania Manufacturer s Co NDO 1850 133 10.45 1938 1625 26 ALL COMPANIES AVERAGE 031 1638

CIGNA Corp NYS 21200 2.94 22.99 214.88 136.94 1080 Philadelphia Cons Holding NOO 22.88 517 2887 23.50 1488 616

CNA Financial Corp NYS 14844 2.70 16.19 159.94 9938 174 PXRE Corp NYS 30.19 102 9.04 3525 2500 30

CNA Surety NYS 1675 268 8.50 1675 1288 58 Reliance Group Holdings NYS 1700 588 2035 1913 1088 1218

EMC Insurance Group Inc NDO 1500 164 1321 1525 11.63 41 Rellastar Financial Corp NYS 46.00 0.94 11.68 4994 30.13 1238

Top advancing Issues Poe & Brown, AFLAC Inc , Capital RE Corporation Leading decliners Safeguard Health Enter, Harleysville Group, Allied Group Inc Most active issue Travelers Corp The 8/ Index rose 09%, the Dow Jones 30 Industrials gained

0 9%, the SaP 500 increased 1 2% and the NYSE Composite gained 1 3% Average P/E Brokers, 20 3, Insurers/reinsurers, 19 8, HMOs, 26 5
Source Nordby /nternational/nc (nordby com), Boulder, Colo
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WITH OUR POLICYHOLDERS WE ARE ENGAGED IN A GREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE IT SEEKS TO PREVENT CRIPPLING INJURIES AND DEATH BY REMOVING THE CAUSES OF HOME, HIGHWAY AND WORK ACCIDENTS. IT
-

.D.

Louisa has never taken a spill on the job because of the safety precautions her
employer learned from Liberty Mutual. At our research center we study the connection
between shoes, floor surfaces and slippery hazards like water and grease. By investigating
your safety concerns we can recommend a plan that can help lower your workers
compensation costs, and ensure that Louisa Abbott lives a safer, more secure life. 45-
» There'l more information WO like to Jbare. So pleae call Jolm Ryan

MUTUAL.LIBERIY
at (617) 574-5842 or vijit our webjite at bttp://www. libertymutual.com flie freedom of Lijerty
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