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Busess Texas school bus crash claims

to pierce ACE coverage layer
HAMILTON, Bermuda-After five

years in business, ACE Ltd expects to

8nsur¢,nce
pay its first claim soon

The Bermuda-based excess casualty
insurer expects to pay a portion of the
settlements that Valley Coca-Cola Bot-
tling Co. Inc of McAllen, Texas. has
made with the families of children killed

or injured when a company truck

® crashed into a school bus near Alton,
Texas, last year

The accident killed 21 children and in-
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6 units may need up to $164 million\1 5 / t,
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By STACY SHAPIRO to increase its reserves for uncol- offices-rather than Weavers'-

I. 'Z]jiti,JU l lectible reinsurance, said LUI after parting company with Weav-
, 11,

LONDON-Six insurers owned Chief Executive Peter Wilson ers last month, according to tem-
'44 '7 . 1,]*!Nu by London United Investments However, any bailout of the porary Anglo American un-

P L C need 75 million to 100 mil- companies will take "a couple derwriter John Steen of John Head
1, lion pounds ($123 2 million to months" to organize, he said & Partners of New York An affili-

$1643 million) to remain solvent, Even if the six other LUI insur- ate, Head Insurance Investors
V · says LUI's chief executive ers are ordered into liquidations, (Bermuda) Ltd , owns Anglo

ipp Meanwhile, brokers and other Walbrook would remain solvent, American (BI, April 23)
interested parties still are consid- Mr Wilson said But the bailout of Since joining the Weavers line

, 10: ering whether to contribute capital the six LUI companies "would en- slip in April 1987, Anglo American
, to keep the six companies solvent sure the solvency of Walbrook" has amassed 200 million pounds

/ ty and ensure an orderly runoff of and secure its ability to pay claims, ($328 million) of loss reserves, Mr
I ,

their business, according to the he said Steen said

chairman of the British Interme- But, Mr Wilson said last week Anglo American was partially
diaries & Insurance Brokers Assn that he does not know whether reinsured by the six troubled LUI

The six insurers, all of which Walbrook could ever begin under- companies, but that reinsurance
-- were running off their business writing again Walbrook, which in was replaced when Head Insurance

when they stopped paying claims the last few years has written 55% Investors bought Anglo American
Boston bash in late March, at one time either of the Weavers line slip, stopped from Calfed Inc earlier this year,

participated as insurers on the H S underwriting in March pending the Mr Steen said The amount now
Weavers (Underwriting) Agencies completion of an actuarial report owed to Anglo American by the six

he Risk & Insurance Management Society Inc celebrated its 4Cth anniversary Ltd line slip or reinsured Wal- on the solvency of all LUI insur- LUI insurers is "very small," he
-and the election of its first woran president, Cheri Hawkins-,ith colonial brook Insurance Co Ltd, another ance subsidiaries (BI, April 2) said

infare at its 28th annual confererce last week A record number of registrants LUI init and the leading insurer Anglo American Insurance Co , The latest chapter to the Weavers
-more than 5,100-attended Reports on employee benefit sessions begin on on the line slip which until March wrote the other saga was unveiled publicly by Mr
age 3 Reports on risk managemei: sessions will appear in the May 14 issue If the six insurers receive needec 45% of the Weavers line slip, con- Wilson last week following reports

capital, Walbrook would not have tinues to underwrite from its own Continued on page 69

Berkshire's Buffett sees Agencies investigate
more competition ahead benefit fraud charges

By LINDA J. COLLINS ,·:.=sur591Zz=zz=z== losses and a shortage of capacity-

*#£/F#*"#,0-- not talk-are the driving forces be- against leasing firm
OMAHA, Neb -The prosp€cls of ' hind rate increases, Mr Buffet:

a tightening property/casual:> n- observed By DOUGLAS McLEOD-*L

surance market are "very unhkely, '44]FS In fact, in Berkshire's annual re-
absent a huge catastrophe, for the CHARLOTTE, N C -Federal and s.ate authorltles are mvestigattng a
next couple of years," says msur- premium volume may drop to $150 Charlotte labor leasmg firm that allegedly defrauded Travelers Insur-
ance holding company chairman/ A ZZ I million or so in 1990 (from a high ance Co and dozens of small employers in a group employee benefit
investment guru Warren E Buf- --'**9'' #  of $1 billion in 1986), partly be- program
fett cause our traditional business con- Charlotte-based Cap Staffmg Inc, now m bankruptcy proceedmgs, is

And, such a catastrophe woild - tinues to shrink and partly because the target of a Joint criminal investigation by the North Carolina Insur-
ave to be of a much larger magni- the contract under which we re- ance Department, the U S Labor Department's Office of Labor Racke-
ude than Hurricane Hugo to stern ceived 7% of the business of Fire- teering, the FBI and other federal agencies.
urrent competition among rcp- man's Fund expired last August " Cap Staffmg "leased" workers to small employers, taklng over payroll
Erty/casualty insurers, noted Mr Berkshire, through two subsi- and other administrative functions and arranging group accident and
3uffett, chairman of Berksive diaries, reinsured this portion oi health and 11fe insurance Cap self-funded the group health msurance
rIathaway Inc Fireman's Fund Insurance Cos program while Travelers provided claims administration services

Speaking before a record cr) aid Warren E. Buffett
book of business under a four-yeak However, in a civil fraud suit filed by Travelers, the insurer charges

,f 1,600 shareholders and gues s at talking about rate 1creases, "yOL quota-share treaty that terminatec that Cap failed to adequately fund the program, defrauding Travelers of
he Berkshire annual meeting 1.St need fear on the par: of a large on Aug 31, 1989 more than $800,000 m claims it paid on Cap's behalf over a six-month
veek, Mr Buffett reiterated pze- number of insurance un- "Whatever the size of the (pre- period
lictions made last year to nare- derwriters" before tne market wil_ mium) drop, it will not disturb us Travelers has denied hablity for another $13 million m claims that
tolders that the soft market world turn, Mr Buffett said That has no- We have no interest in writing in- remain unpaid, Citing its "administrative services only" contract with
ontinue for as long as three mcre yet occurred, he addec surance that carries a mathemati- Cap Staffmg
'ears (BI, May 1, 1989) "I would like to Palk prices up cal expectation of loss, we experi- Continued on page 55

While many insurers may now De too," but significant inderwriting Continued on page 67
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Aetna suing Massachusetts More companies reap savings Risk managers at small firms
over auto pool withdrawal with case management tools are delegating more: Survey
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ACE expects to pay first claim
More firms reap savings

Continued from page 2
jured 60 others (BI, Sept 25, 1989)

William J Loseheit, ACE executive vp, said he expects the total from case management
settlement paid on behalf of Valley Coca-Cola to reach $130 mil-
lion ACE now writes up to $200 million in casualty insurance excess of
$100 million By STACY ADLER For example

Mr Loschert's figure includes two announced agreements • Atlanta-based Kawneer Corp was able to save
Under a tentative settlement reached last month with the families of A female employee at General Mills Restaurants Inc more than $450,000 when lt transferred an employee's

15 children killed in the crash, $4 5 million would be contributed for enters labor six weeks prior to her due date Her phys- daughter who was being treated for mental health
each of the families to fund annuities (BI, April 23) ician wants to hospitalize her to continuously monitor problems at a hospital to a halfway house The daily

In February, insurers fot the company agreed to fund an annuity that the fets But, the self-insured employer intervenes, cost of care at the halfway house-where the girl re-
would pay $2 7 million to the family of another child killed in the crash sets up a fetal monitor in the employee's home and ceived treatment for nine months-was about $300,

The bottling company also will likelj settle out of court with families saves more than $15,000 compared with about $2,100 at the hospital
whose children were injured, the ACE executive said Other suits are The company's medical cost savings illustrate why Kawneer, which implemented its case management
pending against Valley Coca-Cola employers increasingly are program in January 1988, has realized average savings

ACE was founded in 1985 by U S corporations that could not turning to case management of $100,000 to $150,000 in the past two years, reports
find adequate liability insurance from commercial insurers of catastrophic claims to Leonard Rehm, director of human resources

control their health care Kawneer, which manufacturers architectural alumi-

A&A told to pay $40 million costs 6m num products for the commercial building industry,
Indeed, 62% of the nation's in a spends $6 5 million annually for health care coverage

BALTIMORE-Alexander & Alexander Inc will seek relief from employers have implemented Cost L series for its 3,000 employees, Mr Rehm said
a Maryland state court Jury verdict that it pay $40 million m puni- a case management program, Kawneer's health care plan is underwritten by Hart-
tive damages to a Baltimore brokerage that sued the retail broker and another 18% are consid- C O n t a l 11111 e n t ford, Conn -based Aetna Life & Casualty Co
for breach of contract, its attorne> says ering implementing a case • Midland, Mich -based Dow Corning Co was able

A&A will ask the trial court Judge this wee.< to, among other things, management program, ac- to save more than $100,000 when it moved a co-
overturn the verdict or reduce the damages, said Benjamin P Gill Jr, cording to a recent survey by Lincolnshire, Ill -based matose female employee from a hospital, where the
assistant general counsel for Alexander & Alexander Services Inc, the Hewitt Associates daily cost of care was $675, to a specialized nursing
letall bi oker's parent A case management program can help employers re- home facility, where the daily cost of care was $300

And, if we don't get appropnate relief on our post-trial motions duce the cost of big-ticket health care procedures in The employee had spent two years in the hospital
with the trial court, we plan to appeal " Mr Gill said many ways Continued on page 69

He also noted A&A is "not considering the verdict as insurable It's a
breach-of-contract action not subject --0 any insurance contract "

The dispute involved a broker-of-recoid agreement that B Dixon Blasts laws on dropping auto coverage
Evander & Associates Inc held with Mutual Fire, Marine & Inland
Insurance Co through the insurer's managing general agent, A&A sub-
sidiary Shand Morahan & Co Inc , from 1975 :hrough 1985

Dixon Evander alleged in the suit that A&A encouraged Shand Aetna sues Massachusetts
Morahan to terminate the broker-of-record agreement and place cover-
age for the University of Maryland Medical Group-Dixon Evander's By STACY ADLER wishing to withdraw from the pri- to prevent -unreasonable disrup-
largest client-directly with Mutual Fire, explained Joseph B Harlan, vate passenger auto market to pay tions in the marketplace" and that
managing partner of Birrane, Hailan, Sharrettes & Cooke in Baltimore, BOSTON-Aetna Casualty & an annual assessment for eight he lS confident they will be upheld
which represents the plaintiff Surety Co is challenging the con- years into the state's residual mar- in court

A&A also was oidered to pay more than $250,000 in actual dam- stituticnality of two Massachusetts ket fund He argues that Aetna's with-
ages-representmg Dixon Evander's lost commission Income from the laws regulating withdrawal of in- Aetna would have to pay more drawal from the state's private
university account-plus interest surance companies from the pri- than $200 million if it withdrew passenger auto market would be

Reinsurer to appeal IBNR rur
vate passenger auto market from the state's auto market, the disruptive because the insurer

Ing In a lawsuit filed last week in insurer estimates writes 9% of the market

U S District Court in Boston, The other law gives the insur- But, Mr Gailey said the with-
LOS ANGELES-Underwriters Re.nsurance Co will appeal a supe- Hartford, Conn -based Aetna ance commissioner authority to re- drawal would not likely trigger an

nor court ]udge's ruling that the Mission Insurance Group liquidator claims the laws violate its right to voke all state licenses of an insurer exodus of insurers from the state
can demand immediate reinsurance payments for Incurred-but-not-re- due process that stops writing private passen- He would not speculate on the im-
ported claims, says a lawyer for tne remsurer The suit is believed to be the first ger auto coverage in the state pact of a withdrawal by Aetna,

Los Angeles Superior Court Judge Kurt Lewm ruled May 3 that of its kind in the state Commissioner Timothy Gailey which lS among the state's largest
Insurance Commissioner Roxani Gillespie, as Mission's hquidator, "will One law requires an insurer said the laws allow state officials Continued on page 76
be entitled to all damages flowing from the remsurers' breach of the
reinsurance agreements, including future damages proved with sum-
cient certainty "

Underwnters Re had filed a motion clannmg Mission's liquidator was Data base may cut malpractice costs
not entitled to accelerated payment of $71 million for IBNR clauns (BI,
Jan 29) By MEG FLETCHER ity for health care providers and care professionals, such as nurse

"We respectfully disagree with the trial judge's opinion and plan to perhaps even employers, some con- practitioners
file a petition for writ of mandate," said Gary Poon of Arnold & ROCKVILLE, Md -A new na- sultants warn The type of health care profes
Porter in Washington, D C tional data bank of medical mal- The National Practitioner Data sional who must be licensed o

Separately, the California Supreme Court has agreed tu review practice claims and disciplinary Bank, which is expected to begin authorized varies from state tc
an appellate court rulmg permitting relnsurers to offset amounts they proceedings against health care operating this summer, will gen- state
owe an insolvent insurer by amounts the insclvent company owes them professionals could help reduce erate an individual "rap sheet" on The data bank will list any medi
(Bl, Jan 8) medical malpractice claims against each health care professional 11- cal malpractice claim payments o

Under the appellate court ruling, the reinsurers would have been health care facilities, experts say censed or authorized to practice in settlements made on behalf of th
permitted to withhold payment of more than $300 million Hea_th care facilities soon will a state health care professional after th

be required to tap the data bank The data bank will contain in- program's inception

Maine rules cleanup uninsured for reports on physicians and den- formation on such health care pro- The reports generated by th
tists seeking medical privileges as fessionals as physicians, dentists, data bank also will list any disci

PORTLAND, Maine--The costs of cleaning hazardous wastes from a well as those whose privileges are nurses and pharmacists And, de- plinary actions against physician
policyholder's own property are not insured damages, the Maine Su- being reviewed pending on the state, the data bank and dentists, whether brought b
preme Judicial Court ruled late last v. eek However, the data bank also will contain information on as a health care facility's peer revie

The decision marks the second time this year Maine's highest court could open up new areas of habil- many as 50 other types of health Continued on page 7

has denied coverage to policyholders for hazardous waste cleanups (BI,
April 16) Inside

In the most recent decision, the court held that Lido Co is not
covered by a commercial general liability policy written by Fire- 9 Congress could muddy early retirement incentive pro- Around the states .65
man's Fund Insurance Co for a $150,000 cleanup of gasoline that leaked grams by passing sloppy misguided legislation, as it ap- Books & ideas....... .... -„ 42

from an underground storage tank at one of its gas stations in Plaistow,
NH

pears about to do, says this week's editorial PAGE 8 Class,fleds A6

Comings & goings· buyers 51

The court, applying New Hampshire law, said "Lido has failed ,•0 Passing a greater share of health care costs to workers Comings & goings. Industry 60
to demonstrate that New Hampshire's highest court would relect the may be the only course left for firms to hold down costs, Datebook......... ... ............... . 47
precedent set in Desrochers," a 1954 case m which the New Hampshire says consultant Holly King in Speaking Out PAGE 39. Insider trading 70
court held that cleanup costs were not insurable damages Insurance services guide.. . .. ..67

The court also re]ected Lido's argument that Fireman's Fund should 00 A proposed EC directive will provide an additional in- Internationpl 61

be legally barred from denymg coverage for pollution claims because centive for manufacturers to audit their product safety nsks, International issues ......40
the insurer had previously paid for deaning up a gasoline spill on Lido explains Johnson & Higgins' Douglas Smith in International Legal briefs .

... . .......42
property in Massachusetts

Isses PAGE 40 Letters
Continued on page 70 London. . ........ .. 61

7 Risk managers at small firms are taking a cue from Markets 45

Errors & omissions their counterparts at large companies and delegating more Opinions. 8

tasks, a survey of risk management trends by Logic Associ- Perspectives l9

• Mental Health Risk Retention Group incorrectly reported its year- at€s Inc shows PAGE 52 Speaking out ...........39

end 1989 policyholder surplus -n the chart of pohcyholder-owned risk Ticker 71

financing facilities in the April 30 issue The nsk retention group had 9 West Germany is under pressure to deregulate Us insur- Washington............ 68

$1 3 million m surplus as of Dec 31 ance market PAGE 61
Vol 24, No 19-Bus,ness insurance (ISSN 0007-6864) is published weekly

• Due to a production error she captive manager of Financial by Crain Communicanons k, 740 N Rush St, Chicago, Ill 60611 2590

Departments Second-class postage Is paid at Chicago, Ill, and at additional mailing of
Institutions Reserve Risk Retention Group Inc was incorrectly hsted in fices Postmaster Send address changes to Business insurance, Circulation
a chart detailing 20 leading Vermont-based captive insurers (BI, April Department, 965 E .Jefferson Ave, Detroit, Mich 48207, 800-992-9970 or

30) Johnson & Higgins Services Inc is the captive manager Advertiser index 313446-1611 Copynght 1990 by Crain Communications Inc
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RIMS benefit report
Containing outpatient costs growing crucial

By JAMES M. BURCKE

BOSTON-The cost of outpatient medical care will con- 3 I c 
tinue to soar in the 19905, fueled in part by a new Medicare umUFC.Vitai v#: . 1
physician reimbursement system that will result in still more ./"n

cost shifting to employers
However, employers can take steps to hold down the cost of s *-p, ¥I A - ypseinegnehoigralgeflecusslflryofteectvae .-6-, "6 :3<..<T. MAKE SUDE .

tives to expensive outpatient procedures, benefit managers . r.a:r .

continue to encourage employees and dependents to use ) ·19,44Ijf,

4-

and consultants agree
Containing outpatient care costs is crucial as employers zO T 6 FOCUSEM

dE,5-4 0 .7 1 =

outpatient treatment as an alternative to more expensive '312·- ,i,=esm:m,t,gi .
inpatient care, agreed a panel at the 28th annual Risk & +,*- Y4, · ,
Insurance Management Society conference last week in XZ<kp ' '' i
Boston

While encouraging outpatient treatment can reduce costs, 41 L,/1
*ir, f=tptaonrtmoosorinuryroale{* 11 <

1

manager-benefit administration at Merck & Co Inc in Iselin,
NJ kit

--28* V ..F

"As a result of no checks and balances, hospital revenues
=0 cy

no .

from outpatient visits almost tripled" from 1980 to 1987, Ms #

Jacobs said, citing statistics from the American Hospital ]'»3
Assn At the same time, inpatient costs rose only slightly, /

she said, adding that outpatient costs now account for nearly 3 9_ 4,0

50% of employers' health care expenditures , t{, ''} I

LHowever, employers' attempts to manage these costs are

f
I 0going to be frustrated by continued shifting of health care

costs not totally reimbursed by government health care pro- r»
.4,1

grams, like Medicare, to the private sector, said Glenn S / f 1 11

Meister, a managing consultant with A Fostei Higgins & Co /
Inc in Los Angeles 6' ./46

Mr Meister explained that during the 1980s, Medicare ini-
tiated caps on the amounts lt would pay hospitals for inpa-
tient care, which in turn increased utilization of outpatient 1l 4
procedures by Medicare recipients t. fp,1

"Medicare iS now looking at the other piece of the pie-the f h,,

physician piece," he explained
"As the Medicare changes of the early '8Os focused on the

hospitals, Medicare changes that we are faced with in the 11
eatly '90s will focus on the physicians," Mr Meister said, f 4,

adding that caps on the amount of money physicians can j 1
charge Medicare patients will surely result in increased cost
shifting to employers (BI, April 9) .

-:

The new Medicare reimbursement system, known as the -
Cf

Resource Based Relative Value Scale, takes effect in 1992
"We anticipate that physicians will react quickly and will

,S 'J,- , 6. (1
i. Ca

begin changing their pattern of charges beginning later Itt .1

this year and accelerating into 1991 and through to 1992," he
said 15*,24 ' - q , '1

, '''a, T,

Under the RBRVS, surgeons and other specialists will re-
ceive reduced reimbursement from Medicare Reim- 44%*-2 -rop- %
bursements to primary care physicians will be increased 4

This systems will create a double whammy for employers,
Mr Meister said

1

"The primary care physicians, now that they have been
validated by Medicare that their charges should in fact be IL - K

l .

higher, will charge you, the private sector payers, those /
higher fees as well," he told an audience composed pri- -2__

marily of benefit managers 1'114, e -_ _
-

Continued on page 10 Benefit experts (from left) Susan Nelson, Douglas Leland, Carol Jacobs and Glenn Meister take on outpatient costs.

Workforce changes beget family' benefits
By JERRY GEISEL Demographic changes outlined by Ms Already, there have been big increases in accommodation for their condition missed an

Goldfein that could prompt employers to the percentage of working women with average of 34 days of due to illness during
BOSTON-Employers need to consider offer new benefits Include young children their pregnancy

how they should overhaul their benefit pro- • Both the population and workforce are For example, in 1984, 61% of married The same survey also found that 73% of
grams to meet the needs of a rapidly chang- likely to grow at their lowest levels since the women with children held lobs, up from women with employers with a high level of
ing workforce, a consultant advises 1930s ]ust 28% m 1960 During the same period, accommodation while they were pregnant

"There will be astounding demographic And, the pool of older workers-the aging the percentage of all children under age 6 were very satisfied with their jobs, com-
shifts during the next 10 years America will baby boom generation-w.11 continue to m- whose mothers held jobs climbed to 52% pared with 41% of women who said their em-
be unrecognizable" from the society of today, crease "There will be a from 19% ployers were not very accommodating during
said Iris Goldfein, a partner with Coopers & large glut of midale man- 1

With a more heavily fe- their pregnancy
Lybrand's Actuarial, Benefits and Compen- agement clamoring for the Employers that try to male workforce, employers The high accommodating employers
sation Division in Chicago few available executive

meet the family needs must try to help employees "reached out to employees in time of their
And, employers will look to their employee openings There will be no balance work and family need" and their efforts worked, Ms Goldfein

benefit managers to see that they have the place for many workers tc of their workers have commitments, Ms Gold- said
benefit programs necessary to keep pace go," Ms Goldfein said fein said While hard to measure, a more content
with the changing society, Ms Goldfein said As a result, there could seen productivity rise, Indeed, employers that workforce also will be more productive, ac-
at the 28th annual Risk & Insurance Manage- be a proliferation of early a survey shows. try to meet the family-re- cording to Ms Goldfein
ment Society conference in Boston last week retirement incentive pro- lated needs of their work- "The least productive worker will be the

Two benefit managers who also spoke at grams, also known as win- ers have seen increases in one who iS concerned about day care, a sick
the session explained how their companies dow plans, as employers productivity child or parent It will be our job to teach
have introduced so-called "work and family" try to reduce this glut of older workers A recent survey by the National Council of management how to make employees more
benefits to meet the needs of their changing • Women will constitute a much higher Jewish Women brings that point home, Ms productive" through new benefit programs,workforces percentage of the workforce, with women Goldfein said Ms Goldfein said

Ms Goldfein said that "companies will comprising 60% of new entrants in the work- According to that survey, pregnant women Some employers already are launching new
look to their benefit managers so companies force between 1985 and 2000, she said with employers that respondents described benefit programs to meet the needs of aare not caught unprepared " Women today comprise 45 8% of the work- as having a high accommodation for their changing workforce

And, if you put your head in the sand force, and that percentage is expected to rise condition missed an average of 2 1 days due For example, American Telephone & Tele-
now, you will be asked later on where you to 47 5% by 2000 to illness during their pregnancies However, graph Co, one of the nation's largest em-
were when these changes were occurring," By comparison, women comprised only pregnant women with employers the respon- ployers with 265,000 workers, began offeringMs Goldfein said 334% of the workforce in 1960, she said dents described as having a low degree of Contznued on page 12
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Scrutinize PPO data for actual savings
By CHRISTINE WOOLSEY

BOSTON-Employers should
perform extensive data analysis

before contracting with a preferred
pi·ovider network or individual

hospitals for managed health care
services to determine their cost

savings potential, an employee

benefit manager stressed.
Indeed, employers may find that

the services will ineffective and

could actually hike their costs, said
Thomas G. Emerick, director of

benefits at Miami-based Burger
King Corp.

For example, Mr. Emerick con-
cluded after investigating the ad-

vertised savings of several estab-
lished preferred provider networks
in various cities "that the vast ma-

jority were not good deals. They

didn't save money, and more often
than not they cost employers
money."

Mr. Emerick explained that "the
problem employers ran into when
PPOs were first developed was that
they kept getting reports from
their networks that every time em-
ployees stayed in a network hospi-
tal, they saved $500. They didn't
realize a stay in a non-PPO hospi-
tal" could have saved much more.

Mr. Emerick set out to directly
contract with hospitals and pro-

viders in the 20 largest communi-
ties where Burger King employees
are located. Burger King employs
about 40,000 people around the
country, he said.

"My CEO came to me and said
'Show me some cost containment

programs that work,' '' Mr.

Emerick explained at the 28th an-
nual Risk & Insurance Manage-
ment Society conference in Boston
last week.

Mr. Emerick investigated a vari-
ety of PPOs, including networks
set up by commercial insurers, hos-
pitals and Blue Cross & Blue
Shield plans. He looked at net-
works in Cleveland, Los Angeles,
Pittsburgh and Houston.

"It's important that PPOs not
only have the appearance of saving

money, but that they actually do
save money," Mr. Emerick said.

For example, "most of the PPO
deals I looked at involved only the

highest-cost hospitals" in a com-
munity, he said. But, these network
hospitals gave employers the high-
est discounts and were eager to

sign up for PPO contracts, he said.

PPO networks "advertise that

they will give these great dis-
counts, but the only hospitals that
can afford to participate are those
with high margins anyway," he
said.

Mr. Emerick outlined several

steps employers can take to verify

a network's advertised cost savings
or to check the cost efficiency of a
potential network hospital.

For example, employers should

look beyond the advertised savings
and compare the average cost per
admission at each hospital in their
community, he advised.

"You should determine the case

mix by average cost per day, per
hospital admission type," he ex-

plained. For example, examine a
facility's costs per maternity ad-

mission, as well as medical/surgi-

TooManyUS.Firms
AreInTheDarkAbout

TheirForeignExposures.
A lot of American businesses

have foreign exposures they don't
even know about. Consider the many
businesses without a single office in
a foreign country. But the staff trav-
els. So do the products. International
risks-and potential coverage gaps-
may result.

The fact is, domestic coverage
doesn't travel well, if it travels at all.
And insuring certain foreign expo-
sures under a domestic policy can be
expensive. Even worse, arranging
foreign coverage without the right
guidance can lead to bigger-and
costlier-surprises.

=64. That's why you should rely on
·,£·l 4 Hartford Fire International-a com-

T I C Z-.r pany that understands both domestic
igrmaqi 11 and international markets.

HFI can provide a complete line
of primary property/casualty prod-
ucts along with excess and umbrella
coverages. All tajlored to meet spe-
cial needs. All from a single source.

And between our wholly owned
foreign operations and correspondent
companies, our customers get the sta-
bility and worldwide service they
expect from The Hartford.
' If you're in the dark about for-
eign exposures, let us shed some

: light on the subject. For the HFI
Office nearest you,.call James Leber,
Senior Vice President, at

*1-800-533-STAG (In' '.Connecticut, 547-3030). 
HARTFORD FIRE
INTERNATIONAL, LTD.

TI-e *#e gE 01 ITT

cal, pediatric, psychiatric and in-
tensive care admissions, he said.

In addition, employers should
look at the utilization review fea-

tures a network offers.

Even if an established provider
network advertises complete ser-

vices like preadmission review,
case management and retrospec-

tive review, employers should in-
vestigate further, Mr. Emei·ick
said.

He said he pulled together data
on the 10 most common admissions

for an employee group within a

particular community.
When he approached a potential

network hospital, the UR staff
there assured him that they pro-

vided aggressive UR for those spe-
cific diagnoses.

However, when Mr. Emerick an-

alyzed the length of stay for those
10 types of admissions, he found

that the average length of stay in
the PPO hospitals was 50% higher
than what Burger King's own UR
guidelines said was appropriate.

"We would have gotten a 15%
discount on those admissions, but

our employees would have longer
stays," so the savings was a myth,
he said.

Mr. Emerick said directly nego-
tiating discounts with hospitals is
easier than dealing with individual
physicians.

"Doctors are much tougher to
crack. There are more of them, and
they come and go within a commu-
nity," making updating PPO phys-
ician lists a task, he said.

And, arranging discounts with
hospitals is most crucial because
"hospital charges are 50% to 60%
of your total costs. If you get a
good discount out of then you can
save a lot of money and time," he
said.

Mr. Emerick pointed out that
employers should select hospitals
for their own networks based on

historical use by their employees,
the scope of the providers' services
and locations of admitting physic-
ians. f

For example, employers should
avoid hospitals that are too far ,

away for the majority of employees 
to access.

Among the quality factors to
consider when rating potential
PPO hospitals are infection rates,
the percentage of board-certified
physicians and the ratio of regis-
tered nurses to average patient
counts, Mr. Emerick added.

However, "there is a big question
about how much the hospital af-
fects the quality of a patient's out-
come," he pointed out.

It is really the physicians that
control the quality of care within a
facility, Mr. Emerick said.

For example, if you have a hospi-
tal where the rate of Caesarean

section births is higher than the
norm, eliminating that hospital
from a network will not necessarily
eliminate the problem because the
doctors performing C-sections
often operate in several facilities
around the community, he ex-
plained.

Therefore, employers must iden-1
tify which doctors perform certaini
procedures more often than aver-
age, he said. 4

Overall, "the major ingredient in
the success of a PPO is employee

acceptance," stressed Herbert
Leinberger, principal at employee
benefit consultant Godwins Inc. in

Coral Gables, Fla., a subsidiary of
Frank B. Hall & Co. Inc. i

Other speakers at the session in-
cluded Patricia A Hemingway, se-
nior vp with PARTNERS National

Health Plans in Irving, Texas; and
Anne H. Bergman, vp and risk
manager for BankAtlantic, Federal

Savings Bank in Fort Lauderdalel
Fla. Ms. Bergman also moderated
the session. I
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YOUDONIT HYE
TO BE SICKTO
FEEL BETTER.

j

So you quit smoking, cut down on cholesterol, bought an aerobics tape and you
haven't feltbetter in years. Or maybe you haven't done anything but think about
doing those things. Either way, Health Net just might be the health plan foryou.

We not only offer over 260 medical groups and physician locations and over 1300
pharmacies in California, we also offeryou extensive Worksite Wellness Programs.
Programs that deal with everything from weight loss to stress management We
look at it this way: you don't have to be sick to feel better.

1 HEALTH NET®
..,

Cal®rma s HMO

For additional benefits information orifyou're justfeeling alittle blue, call 1-800-522-0088 8:00 a.m. to 4:30 p.m.Monday through Friday.
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DOES IT SEEM LIKE

INSURANCE COMPANIES

ALWAYS HAVE SOMETHING

UP THEIR SLEEVES?

What most benefit managers are looking at these days isn't at all pretty

While its tempting to blame health insurers for rising rates in recent years,

the causes ate far more complex.

You have to consider factors like increasing employee demands, utilization,

cost shifting and catastrophic claims that have been pushing employee health

benefit rates higher and higher.

Couldn't somebody roll up their sleeves and try to get a grip on controlling

these costs?

Well, at NWNL Group we are. One way we're helping to control rising

costs is by simplifying mountains of complex data and turning it into valuable

information that provides answers.

Answers that are helping our clients better understand how and where

they spend their employee health benefit dollars. And answers as to how they can

spend these dollars more effectivelx without sacrificing the quality of their plan.

Depending on your needs, we can provide customized reports, analyze all

or part of your plan, and make solid recommendations on options.

Our special booklet- Unlocking Claim Data Secrets-offers tips on how to

use data to help control health care costs. For a copy call or write Rick Naymark,

NWNL Group, Box 20, Minneapolis, MN 55440, (612) 342-7137.

When we roll up our sleeves, you'lilike what you see.

 NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

NWNL Group is a division of Nor,hwestern Narional Life insurance Company, Minneapolis. MN (not admmed in the state of New York) The North Allantic Life Insurance Comreny of·America. Jeriche NY (a member of The NWNL Companies, Inc.)
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Opinions

Congress breaking windows
E UNDERSTAND WHY members of Con-gress want to overturn a U.S. Supreme Court
decision that said older workers' benefits are not

protected by the Age Discrimination in Employ-
ment Act.

But reversing that decision by passing sloppy,
misguided legislation, as Congress seems about to
do, would throw a cloud of uncertainty over early
retirement incentive programs.

Last year, the Supreme Court-to the obvious
anger of Congress-ruled that ADEA's protection
against arbitrary age discrimination only extended
to personnel-type issues, such as the hiring and
firing of older workers, and not to employee bene-
fit programs.

The decision effectively reversed a long-estab-
lished Labor Department rule, known as the equal
benefit/equal cost rule, issued to help employers
comply with the age discrimination act.

Under that rule, employers could legally provide

smaller welfare-type benefits, such as term life
insurance, to older workers as long as the cost of
the benefits was equal to that for younger employ-
ees.

The Supreme Court, in essence, said companies
could reduce benefits to older workers without

providing any cost justification.
Some members of Congress are seeking to nullify

the Supreme Court's decision. To accomplish this,
all Congress has to do is write the equal cost/equal
benefit rule into law.

Legislators have not made that simple change.

Instead, they are taking a meat ax approach, en-

dangering other benefit programs that clearly help
older workers.

The legislation now being considered by Con-
gress says early retirement incentive pro-
grams, also known as window plans, would be con-

sidered lawful if they "further the purposes" of
ADEA (BI, April 30).

That seems to suggest that if a window plan does
not further that law's purpose, it may not be law-
ful.

Since the major purpose of the age discrimina-
tion act is to promote the employment of older

workers, would any window plan, which by its very
nature encourages older workers to retire, pass
muster?

At the very least, the uncertainty over what is a
lawful window plan is likely to produce a wave of

litigation by workers who are not eligible to par-
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ticipate in such plans.
They would claim that they were not offered the

more generous benefits available through the win-
dow plan.

The problems with the legislation do not stop
there.

The legislation, S. 1511 and H.R. 3200, also says
that the heart of window plans-subsidized early
retirement pension benefits-is lawful if offered
permanently. Would that be interpreted to mean
that a window plan that offers subsidized early
retirement benefits on a temporary basis is unlaw-
ful?

Resolving that question undoubtedly would take
a slew of lawsuits.

If employers do not know-without a lengthy
court battle-what constitutes a legal window
plan, they are unlikely to offer early retirement
incentives.

Employees, of course, would be the losers. When
companies must reduce their workforces, giving
older workers incentives to retire early is a much
better alternative than simply laying off large
numbers of workers.

We hope legislators go back to the drawing
board to take care of what should be done-re-

versing the Supreme Court decision-without in-

terfering with employers' ability to offer window

plans.

Letters

Duva stands behind prog ram's success
To the editor: I read with interest

Richard D. Quinn's letter to the editor

in the April 4 issue of Business Insur-
ance.

It is interesting that with all the arti-
cles written by Business Insurance that

reviewed and explained Allied-Signal
Inc.'s managed health care program that
many incorrect statements were made in
the letter.

For the record, we have had meetings

with more than 50 major employers in the
last year to review the experience of the

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St.. Chicago, m., 60611:

Allied-Signal plan. In addition, we have
made numerous presentations around the

country.
We have, and will continue to make our

experience public since we believe that
the Allied-Signal program's experience
thus far offers some significant promise
to slowing down the rate of health care
cost increases for employers, both large
and small.

We believe the managed health care
approach offers a more disciplined
and controlled approach to providing
quality health care on a more afforda ble
basis.

The Allied-Signal program was imple-
mented on a nationwide basis. We have

acknowledged that there are regional dif-
ferences in the United States as to both

the understanding and the acceptance of
managed health care by providers and
employees.

We had the most difficulty implement-

ing the program in northern New Jersey,
where our corporate office is located.

This is because the health care network

was developed a little more than two
years ago at the inception of the Allied-
Signal managed care program (all other
networks were in effect for longer peri-
ods).

However, the northern New Jersey net-
work continues to show improvements
and we believe that as more and more

employers move toward the Allied-Sig-
nal-type arrangements, an increasing
number of providers will recognize the
need to participate, which will make the
networks more appealing.

We are contacting Mr. Quinn to invite

him to meet with us to go over the details
of our program.

Joseph W. Duva
Partner

Ernst & Young
New York

• Until late last month, Mr. Duva served

as corporate director Of employee benefits
at Allied-Signal in Morristown, N.J.
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Oupatient care
Continued from page 3

Meanwhile, specialists, like sur-
geons, are going to be hard hit by
the reduced fees to be paid by
Medicare. "What they are going to
do, we believe, is try to hold the
fees they are charging now-and
maybe even raise them-for non-
Medicare patients," he stated.

To combat cost shifting "on the
outpatient side, the key is pros-
pective management of outpatient
services," Mr. Meister said.

He noted that outpatient review
'means a lot of different things to
a lot of different people." How-
ever, many employers' outpatient
review programs consist solely of
retrospective review programs, in
which the employer simply evalu-
ates what types of services have
been provided, he said.

"The key is to prospectively
manage. . .to have some kind of
mechanism to prospectively evalu-

ate the need for the care that is

given," Mr. Meister advised.
The diversity of outpatient ser-

vices provided by physicians re-
quires employers to "focus" their
efforts on particular procedures in
order to effectively contain costs,
said Doug Leland, vp of medical
review services at Intracorp, a uti-

lization review subsidiary of
CIGNA Corp. in Berwyn, Pa.

"As you move into the outpatient
area and you look at all the diver-

sity between the different types of
providers and procedures. . .it is
also very important to become fo-
cused," he stressed. "Don't try to
solve all the issues at one time."

One of the first steps in setting
up a prospective outpatient review
program is simply to select which
procedures will be reviewed, Mr.
Leland said.

"The more focused you are in
procedure selection, the more im-
pact the program will have," he
said. By selecting only certain out-

SUCCES

U

patient procedures to be reviewed,
the program will be "more conve-
nient for employees, more conve-
nient for the providers and less
costly" for the employer.

Employers that have collected
claims data can study that data to
determine "where you have prob-
lems and where you don't have
problems," allowing them to de-
sign their review programs accord-
ingly, he said.

But "most claims payers have
not been capturing data to that
level of detail," Mr. Leland noted.

Employers that do not have suf-
ficient data can analyze demo-
graphics-such as age, sex, occu-
pation and past experience with
second surgical opinion programs
-to decide which procedures are
the best ones to review, he said.

Under a typical prospective out-
patient review program, Mr. Le-
land explained, an employee that is
to undergo a targeted non-emer-
gency outpatient procedure calls a

L4
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toll-free number, where his or her
case is reviewed in consultation

with the attending physician. Mr.
Leland suggested that the initial
reviewer should be at least a regis-
tered nurse.

If the treatment is judged to be
appropriate, the employee is told
to proceed. If there is some ques-
tion, the case is referred to a re-

view physician, who discusses the
case with the attending physician.
And if those two doctors do not

agree on the appropriateness of the
procedure or an alternative proce-
dure, the case is reviewed by a
specialist.

While this process is much like
pre-admission certification pro-
grams, a key difference is that pre-
admission review only decides
whether a hospital setting is ap-
propriate in each individual case,
Mr. Leland explained. However, in
a prospective outpatient review
program, the attending physician's
treatment recommendations are

.a 4»h,
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The moreyouneed to accomplish atthe meeting,
the moreyou need to have itat Scanticon.

Anyone can pretend they're in the confer-
ence business by renting you a room with a
long table and 10 chairs. At Scanticon, however,
we wouldn't think of letting it go at that.

Thanks to our unique Scandinavian heritage,
we believe in a more thoughtful approach.
We insist on providing an entire environment specifically
designed to make your meeting a success.
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A single point of contact, your Scanticon
Conference Specialist attends to each detail
of your meeting. The finest conference tech-
nology is atyour disposal. Furnishings are
specially designed for comfort. And the cuisine
is reason enough to leave the office behind.

Come to Scanticon. And pencil in a success.

® Scanticon Wk measure our success by yours.

Princeton, NJ 1-800-222-1131• Minneapolis, MN 1-800-327-7393•Denver, CO 1-800-346-4891• National Sales Office 1-212-986-9480
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challenged.
"It's a direct challenge to the at-

tending physician who has already
recommended that the procedure
be performed," he explained. Thus,
doctors who review cases not ap-
proved initially by the first-level
review must be willing to question
other physicians' recommenda-
tions.

Physicians who conduct the re-
views "must be very skilled in that
area of specialty and they have to
be very skilled in discussing alter-

natives with a peer in a non-adver-
sarial way over the telephone and
reaching agreement on an alterna-
tive."

If there still is disagreement
after three levels of review, the pa-
tient is asked to undergo a corn-
plete medical exam and a second
opinion is formally given, Mr. Le-
land said. However, unlike second

opinion programs, in which an ex-
pensive second examination is au-
tomatically ordered, a second exam
is only required if three different
reviewers do not agree with the at-
tending physician.

If there is still disagreement
after the second opinion is rend-
ered, the employee should be al-
lowed to still undergo the proce-
dure-without any coverage

penalties-if he or she chooses, Mr.
Leland advised. However, after

having four medical professionals
question the attending physician's
course of treatment, he hopes most
employees will not insist on the

original course of treatment, he
said, noting that only 1% of cases
reviewed through Intracorp pro-
grams get to the second opinion
level.

Mr. Leland suggested that em-
ployers penalize employees that do
not initiate the review process or
do not go through all steps of the
process.

However, "I do not recommend

any penalty" if a patient decides to
go through with a procedure that is
not approved during the review, he
reiterated. "What is key here is
getting the process started," he
said.

Savings generated by a pros-
pective outpatient review program
will vary, depending on types of
procedures reviewed, qualifica-
t'ons of the reviewers and other

factors, Mr. Leland explained.
In addition, you have to make

sure how savings are calculated.
For example, some UR firms will

track "gross savings," which is
simply the cost of a procedure that
is not performed following review.
However, Mr. Leland pointed out
that often a less-expensive alter-
native is substituted for a proce-

dure that is not approved. In those
cases, the cost of the substitute

procedure must be subtracted from
the cost of the recommended treat-

ment to determine the "net sav-

ings" of the program, he said.
While stressing the many vari-

ables involved in these programs,
Mr. Leland said an employer
should "look for a between a 11/2

and a 31/2 return on investment in

terms of net savings," meaning
that the program should save the
employer 150% to 350% of the cost

of the program.
Texas Instruments Inc. intro-

duced a prospective review pro-
gram covering several outpatient
and inpatient procedures earlier
this year, according to Sue Nelson,
corporate insurance manager at
the Dallas-based high-technology
company. The plan changes were
prompted by a 56% increase in
medical claims costs between 1986

and 1989, she said.

The TI health care plan covering
most of the company's 49,000 U.S.
employees paid $12 million in
claims for outpatient hospital care
last year, she said.

Under the TI prospective review
program, which is administered by
Intracorp, employees scheduled to

undergo one of eight inpatient and
Continued on page 12



-- -tj,#**P=9../%

This year, we're celebrating the birth of an idea.

Twenty years ago, we were the first company to rec-

ognize the need for healthcare
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lau /cost control and disability man-

agement. Since 20 Years of then, competitorsIndustry Leadership

have sprung up like daisies. But ironically, we find

ourselves firmly planted right where we started-

first. The reasons are fairly simple. For one, two dec-

ades of leadership have given us something no one

else can equal, namely, two decades of experience.

THE BIG NEWS In addition, as

the scope of

IS NOT THAT WE'RE 20. healthcare has

THE BIG NEWS broadened and

become more

IS THAT NO ONE ELSE IS.
complex, we

have grown and expanded, and have placed cost con-

trol measures in virtually every step of the healthcare

cycle from the onset of an illness to rehabilitation and

recovery. Let us run some numbers by you. In the

last twenty years we have helped nearly 500,000

people return to productive lives. We've recorded

savings for clients in excess of $7 billion. Our most

impressive figures, however, are these: 1970-1990.

And going strong. I INTRACORP
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Family benefits
Continued from page 3
on Jan. 1 a new child care resource

and referral service as part of a
package of work and family bene-
fits included in labor contracts ne-

gotiation with its unions last year,
according to John Driscoll, divi-
sion manager of benefits adminis-
tration in AT&T's Morristown,
N.J., office.

"We recognized that there were
changes in the workforce, and we
have responded to those changes"
by introducing work and family
benefits, he said.

Under the child care resource

and referral program, a network of
about 300 community-based child
care resource and referral agencies
across the country are available to
help AT&T employees find day
care centers, nursery schools, and
summer day camps.

AT&T pays the cost of the refer-
ral service, though employees are
responsible for paying the child
care provider they select.

During the first quarter of the
year, 1,840 AT&T employees have
used the child care resource and

referral service, with 91% of em-
ployees reporting that they were
very satisfied with the service, Mr.
Driscoll said.

In addition, AT&T offers work-
ers special unpaid leave programs
to take care of a newborn or newly
adopted child as well as other fam-
ily needs.

For example, AT&T employees
can take 12 months of unpaid leave
to take care of a newborn or newly
adopted child.

AT&T will finance health care
benefits for the first six months of

leave, and the company guarantees
the employee will be reinstated to
the same or similar job when he or
she returns.

During the first three months of
this year, a total of 592 employees
opted for this program, Mr. Dri-

Outpatient care
Continued from page 10
outpatient procedures must either

request a review or have their cov-
erage reduced by 10%, Ms. Nelson
explained.

"You can make whatever deci-

sion you want to make after the re-
view process" and not be pena-
lized, she said. "We thought it was
important that employees under-
stand all the factors when an at-

tending physician is recom-
mending one of these procedures."

The eight procedures for which
TI employees must obtain pros-
pective review are:

• Endoscopies.
• Caesarean sections.

• Hysterectomies.

• Arthoscopy
• Foot surgery.

• Nasal surgery.
• Magnetic resonance imaging.
• Cardiac bypass surgery.
These procedures were selected

in part because their utilization
among TI's workforce exceeded av-
erages recorded in Intracorp's data
base, except for hysterectomies
and bypass surgeries. Utilization
of those two procedures was lower

than average because TI has a
young workforce, she said.

However, TI extended the review

program to those procedures be-
cause "intuitively we felt there was
utilization there that could be in-

appropriate and that alternative
procedures could be used instead
of a hysterectomy or a bypass," Ms.
Nelson said.

In the first quarter of the pro-
gram's operation, 490 procedures
were reviewed. Of those, 24% of the

cases were referred by the initial
reviewer to a doctor, about 2% of

cases were referred to a specialist
and only four cases resulted in a
second opinion, she said.

The session was coordinated by
Susan Fazo, director of corporate
communications at Intracorp. I

scoll said.

To help employees meet short-
term personal emergencies, AT&T
on a trial basis is giving employees
one paid day of personal time, us-
able in two-hour increments.

Previously, personal days had to
be taken in full-day increments.

AT&T on Jan. 1 also introduced

an adoption assistance program.
AT&T will reimburse employees
for up to $2,000 in expenses asso-
ciated with the adoption of a child
under age 18.

Even though the program did not
go into effect until Jan. 1, employ-
ees that adopted children on or
after May 28, 1989-the date of the
new contract-will be eligible for
retroactive benefits.

Mr. Driscoll said that the retro-

active element of the program
should generate "lots of good
Will."

Through these and other work
and family programs, AT&T be-
lieves it will be able to reduce em-

T

ployee stress as well as help the
company recruit and retain work-
ers.

Some new family-related em-
ployee benefit programs are prov-
ing far more popular than employ-
ers anticipated.

Wendy's director of human re-
sources in Dublin, Ohio.

Wendy's started the program re-
cognizing that women are more
committed to their jobs, reducing
the time they have to give birth to
children, she said.

To help employees meet short-term personal
emergencies, AT&T on a trial basis is giving

employees one paid day of personal time, usable
in two-hour increments. Previously, personal days

had to be taken in full-day increments.

For example, when Wendy's In-
ternational Inc. launched an adop-
tion assistance program, it thought
it would have about a half-dozen

requests in the first year.
However, the company received

four requests during the program's
first week, said Karen Ickes,

"We introduced this program
after a lot of ennployees asked us
about it," Ms. Ickes explained.

Under the program, available to
employees with at least one year of
service and eligible for Wendy's
group health insurance plan, the
company will pay up to $4,000 of

Youalready knowus.
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fees related to an adoption of a
child and $6,000 for adoption-re-
lated fees for a child with special
needs.

While the adoption benefit pro-
gram is proving more popular than
expected, Wendy's found that em-
ployees were not interested in on-
site day care centers, Ms. Ickes
said.

In fact, 94% of the Wendy's em-
ployees surveyed were happy with
their current child care arrange-
ments, a percentage that Ms. Ickes
described as "startling."

She believes that employees also
were not interested in on-site child

care centers because they thought
such programs would not be flexi-
ble enough to meet their individ-
ual needs.

The session was moderated by
George Tockstein, director of na-
tional administration for Coopers
& Lybrand in New York.

Ms. Goldfein coordinated the

session. I
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Passive paye rs must manage health costs
By JERRY GEISEL

BOSTON-Employers can no
longer afford to be passive payers
of health care bills, says a pioneer
in the managed care movement.

Companies must learn to manage
health care costs just as they attempt
to control other corporate expenses,
said Joseph W. Duva, a partner with
Ernst & Young in New York and for-
mer corporate director of employee
benefits at Allied-Signal Inc. in Mor-
ristown, N.J.

Allied-Signal "agreed as a com-
pany to no longer be a passive bill
payer," Mr. Duva said at an em-
ployee benefits session last week at
the 28th annual Risk and Insurance

Management Society conference in
Boston.

That shedding of corporate health

*

care passivity led Allied-Signal in
1988 to set up its trailblazing na-
tional managed care program, which
is expected to save the company $200
million in health care expenses over
three years (BI, March 19).

Under that program, the "Health
Care Connection," Allied-Signal em-
ployees nationwide are enrolled in
HMOs operated nationwide by
CIGNA Health Plans Inc.

Employees enroll in the managed
care portion of the plan and select
a primary care physician-or gate-
keeper-just as HMO enrollees do to
coordinate health care for that em-

ployee.

Employees in the program can use
non-network providers but at sharply
reduced coverage levels.

For example, employees who use
network providers do not pay de-

ductibles, while employees who use
non-network providers must pay an
annual deductible equal to 1% of an-
nual base pay for individual coverage
and 3% of annual base pay for family

With fee-for-service,
'providers treat a lot

and charge a lot,'
says TPF&C's
Mr. Martingale.

coverage.

In addition, employees who use
network providers pay fixed-dollar
copayments on some services, includ-
ing $10 for physician office visits and

$5 for prescription drugs. Employees
who use non-network providers must
pay a 20% copayment, up to an an-
nual maximum of 12% of their yearly
base pay including the deductible.

Currently, the annual per-capita
health care costs for the 113,000 em-
ployees and dependents in the pro-
gram are $2,450, 23% less than the
company projected had they re-
mained in a traditional indemnity
plan.

In fact, the program has been so
successful that CIGNA Corp., the
plan administrator, has said it is
making money, even though it agreed
to hold cost increases for Allied-Sig-
nal under 10% in each year of the
program.

If cost increases exceed this

amount, the administrator has agreed
to absorb the additional costs.
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So far, the guarantee level has not
been pierced, according to CIGNA
officials.

"The program is working well.
There have been significant savings,"
said Robert L. MeGoldrick, a CIGNA
vp in Hartford, Conn., who also
spoke at the session.

Both Mr. Duva and Mr. MeGol-

drick acknowledged that there were
some teething pains when the Allied-
Signal program was launched.

For example, in the Northeast, it
has taken time for CIGNA to build

a managed care network because
many physicians resisted practicing
in a managed care setting. And a
smaller network gives employees
fewer physicians from which to
choose.

But, both employees and physic-
ians have become more comfortable

with managed care, Mr. Duva said.
In fact, more than 75% of eligi-

ble employees use network provid-
ers 95% to 100% of the time, ac-
cording to Mr. Duva.

"Once employees use the network,
they like it," CIGNA's Mr. McGol-
drick said, noting that they tend
not to shift in and out of the net-
work.

In fact, 83% of the money spent
on health care by eligible employ-
ees is through the network, compared
with initial estimates of about 75%,
according to Mr. McGoldrick.

He said that health care is deli-

vered much more efficiently in the
network. For example, hospital stays
have averaged 4.8 days, compared
with an average length of stay of 7.3
days for employees and dependents
covered under Allied-Signal's indem-
nity plan.

But employees and dependents in
the network see their primary phys-
ician nearly twice as often-about
four times a year-as those in the
company's indemnity plan.

That difference is very positive,
said Joseph Martingale, a principal
with TPF&C, a division of Towers,
Perrin, Forster & Crosby Inc. m Val-
halla, N.Y.

As a result, medical problems can
be detected earlier and treated at a

lower cost than when problems are
left unattended, Mr. Martingale
said.

He believes the managed care
movement is bound to grow as costs
continue to escalate for fee-for ser-

vice indemnity programs. "Fee-for
service says: 'We will pay you (the
provider) for evegthing.' The result
is providers treat a lot and charge a
lot," he said.

By contrast, with managed care,
providers find the lowest cost method
of treatment that is consistent with

quality care, he said.
Mr. Martingale said that labor or-

ganizations-once cool to managed
care-also are beginning to find the
concept more acceptable than paying
higher premiums and deductibles in
fee-for-service plans.

In fact, Philadelphia-based Bell
Atlantic Corp. and two unions rep-
resenting its hourly employees are
jointly developing a managed care
network (BI, April 2).

While a managed care network has
worked for Allied-Signal, employers
elsewhere have different approaches
to controlling health care costs, Mr.
Duva said.

For example, several employers
have established in-house medical
clinics to try to control costs, Mr.
Duva said, referring to the programs
of Gillette Co., The Goodyear Tire &
Rubber Co. and Southern California

Edison Co. (BI, March 5).
While the ultimate approach may

vary, the first step employers have
to take is to set a health care ob-
jective rather than just pay bills, said
Mr.. Duva, who moderated the ses-
mon.

The session was coordinated by
Virgil Pope, director of marketing in
CIGNA's Hartford office. I
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Identify needs befo re choosing a TPA
By MICHAEL BRADFORD

BOSTON-Benefit managers
have to clarify objectives and ex-
pectations up front when shopping
for a health care claims adminis-

trator, according to a consultant.
"It's easy to say you're not satis-

fied with your present claims ad-
ministrator," said Mark Wagoner,
a consultant with The Wyatt Co. in
San Francisco.

But, "I think you want to list
what your expectations are-you
want more accurate processing,
you want to be able to interface
with other data, you want reason-
able turnaround time. " he said

during a session at the 28th an-
nual Risk & Insurance Manage-
ment Society conference in Boston
last week.

At the very least, "take out a yel-
low legal pad and draw a line down
the middle of the page. On the left
side list the positive things about
your current administrator and on
the right side list the negatives,"
he advised.

"But you have to start some-
where by defining your objectives
and expectations," he said.

There are nine basic require-
ments to keep in mind when eva-
luating a third-party claims ad-
ministrator's operation, according
to Mr. Wagoner.

He said employers should con-
sider whether a TPA's system is:

• Structured so that it can ac-

commodate changes. "It should be
designed with an open architee-
ture" that will function with re-

spect to various plan designs, said

Mr. Wagoner.
• Adaptable. "Does it run on a

mainframe?" he asked. If so, can i +

run on a minicomputer that will
allow users to access the system?

• Menu-driven. A system should
guide the user, making it easier
for claims processors to use, which
will speed up claims handling.

"Are the screens arranged in a
logical sequence to avoid back-
tracking? Is the system self-adjudi-
eating, or does the processor have
to stop halfway through" to handle
different claims in different ways,
Mr. Wagoner asked.

• Owned by a reputable com-
pany with staying power. "The ow-
nership of the system, in my mind,
is very important," he said.

For example, a "large claims
payer might own the system, and

EMPLOYEE BENEFITS BULLETIN:
MAKE CNA YOUR PARTNER IN GROUP HEALTH CARE

CNA helps you
hold down the cost
of quality health care
You can be confident of high-quality, cost-efficient
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effectiveness are.reviewed and evaluated to ensure

that's to your advantage. Perhaps
they will have a tendency to sup-
port the system and remain in
business for quite some time. Out-
side ownership might also be posi-
tive. They might have deep pockets
and be able to weather some lean

years," Mr. Wagoner said.
• Capable of maintaining

benchmarks like utilization review

profiles and profiles that track
reasonable and customary charges
for health care services.

• Available when needed. The
hours of operation are often over-
looked, Mr. Wagoner. said.

"I think it might be important
that the claims processing system
be in the same time zone. If you, in
the claims department, need to talk
to someone and there's a three-

hour lag, that might make it pretty
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are appropriate.
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inconvenient. Also, if data needs to
be transferred to other vendors,
being in the same time zone might
have an impact."

• Secure. It is important to re-
member that claims data involves

proprietary information, Mr. Wa-
goner pointed out. Confidentiality
must be protected.

• Large enough to accommodate
growing numbers of claims. The
system must be able to handle "not
only growth in your employer
group but also growth in other
outside users. A claims system will
not only have your organization as
its customer and client but also

additional organizations. Will it be
able to handle that?"

• Set up primarily to pay health
care claims or has the ability to
handle other types of claims, like
workers compensation claims or
disability claims. Sometimes an
employer may want the same TPA
to handle other types of claims.

Employers should ask how the
systenn develops reports and audit
trails, Mr. Wagoner said. "Does the
system communicate with other
systems? Is it capable of accepting
input from your utilization review
vendor or pushing out eligibility
information back into your human
resource information system?"

Elaine M. Prokop, manager of
risk and employee benefits at Tyco
Laboratories Inc. in Exeter, N.H.,
told benefit managers that a claims
administrator performs "a very
important function" regarding
managed care programs.

"We've introduced managed care
for the first time this year with a

utilization review program," said
Ms. Prokop, who also moderated
the session.

"We had several meetings with
our UR firm and our claims ad-

ministrator early on to make sure
the systems were compatible and
that they could interface correctly
and appropriately to provide us
with the data that we need to de-

termine the impact of this kind of
program on our claims experience
in general."

Rosemary T. Weiner, vp of Medi-
cal Review Corp. in Morristown,
N.J., stressed the importance of the
smooth integration of utilization
review information and claims
data.

"There needs to be a clear un-

derstanding of the goals and objec-
tives that will occur between the

utilization review agency, yourself
and the claims administrator," Ms.
Weiner emphasized.

"A common problem that we en-
counter is that when an adminis-

trator has a claim and they don't
have some certification from a re-

view vendor, they will go ahead
and apply a penalty," she said.

"That's fine-they're doing their
job," Ms. Weiner said. "But at the
end of the year, they can't tell you
what the cuts were for. It's all put
into a bin of benefit reductions.

They can't tell you, for example,
how many employees had a claim
under the non-compliance of the
pre-certification and what was the
dollar amount. That's a very, very
common problem."

Karen R. Bridges, group man-
ager-claim operations for Em-
ployee Benefit Plan Administra-
tion Inc. in Hampton, N.H., said
employers evaluating a claims ad-
ministrator's computer system
should be sure it includes certain

flags that can alert clairns proces-
sors.

For example, a flag could alert
the system user if "a claim was
paid previously to the same pro-
vider" on the same date and for the

same amount but on behalf of a

different family member, Ms.
Bridges said. "Will the system stop
you and question: Is this a dupli-
cate or is it a good claim?" I
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Study benefit pools, global firms advised
By CHRISTINE WOOLSEY

BOSTON-Multinational em-

ployee benefit pools offer many ad-
vantages to international employ-
ers and are easy to establish,
experts say.

But employers interested in
pooling international benefit pro-
grams through an insurance net-
work should evaluate the different

networks offering such arrange-
ments to be certain which one best

fits their needs, says an interna-
tional consultant.

Multinational pooling arrange-
ments enables a multinational em-

ployer to combine the experience
of its employee groups around the
world'to obtain through a network
a more favorable experience rating
and a myriad of administrative
services than it could achieve by
insuring those groups individually
from local insurers.

"If you have a group of 25 em-
ployees in a country, you won't get
a very sophisticated contract from
local insurers," said Michael P.
Stapleton, director of the Multina-
tional Benefit Assn. in South Nor-

walk, Conn., the marketing arm of
Brussels, Belgium-based Insurope.

"But, if you take it and combine
it with multinational pooling,
you'll get better experience rat-
ing," Mr. Stapleton said at the 28th
annual Risk & Insurance Manage-
ment Society conference last week
in Boston.

There are several important fac-
tor employers should consider
when choosing a multinational
network, according to Paul
Shimer, vp and senior consultant
for international benefits at John-

son & Higgins in Hartford, Conn.
For example, employers should

examine the rates available from

different international networks,
he advised.

And, he stressed, "the risk
charge will vary inversely with the
volume of business in the multina-

tional pool."
Employers also should compare

the different requirements each
network makes for companies to
qualify for a pooling arrangement.

Typically, networks require a
minimum premium and a minimum
number of covered lives.

For example, a network may re-
quire an employer to set up a pool
of 100 lives and pay a minimum
premium of $20,000.

The products and services that
networks offer also are important.

And, employers should be sure
the insurance companies within
the network can meet coverage
needs, according to Mr. Shimer.

"When you can't get your general
manager insured for four times an-
nual salary, that's important" to
note, he said.

And, the reputation of insurers
should be checked. "Look at their

service capabilities, their payment
of claims and flexibility of pre-
mium payment methods," he said.

Non-financial network services

-such as timely reporting with
complete and accurate information
-also should be assessed, he said.

"The more choices a network has

to meet clients' needs, the better
we can assess the added value" of a

particular multinational network,
Mr. Shimer said.

Meanwhile, employers with es-
tablished captives can reinsure a
portion of their multinational em-
ployee health care coverage,
pointed out Richard Souders, na-
tional director of international

services for Coopers & Lybrand-
Actuarial, Benefits & Compensa-
tion Consulting Group in New
York.

"The creation of a captive for
this sole purpose is not a recom-
mended exercise," cautioned Mr.
Souders, who coordinated the ses-

sion,

"But, if a company has a prop-
erty/casualty captive, this could be
an opportunity to expose it to an-
other line of business that might
be profitable," Mr. Souders said,
noting that benefit networks
award dividends to employers
whose international loss experi-
ence proves better than had been
expected when their premiums
were set.

Employers could invest those di-
vidends in their captives to give
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it added flexibility, Mr. Souders
pointed out.

The captive could assume a por-
tion or all losses exceeding cover-
age available through the network,
he said.

And, employers that are large
enough and have a healthy captive
may decide not to use a a net-
work but have the captive assume
all of the risk.

Cooperation between the risk
and benefits department within a
corporation is vital in setting up
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pooling relationships with prop-
erty/casualty captives, according
to Richard M. Inserra, president of
Insurance Strategies Ltd., a risk
management consulting firm in
Ridgefield, Conn., and former vp-
risk management and business de-
velopment for Triangle Industries,
now known as Trian Group L.P.
Inc. in New York.

Because captives are usually
controlled by the risk management
department and international ben-
efits are arranged by benefits staff
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or the finance department, it is im-
portant that each party be aware of
the other's concerns, he explained.

Mr. Inserra said his efforts at

Triangle to put together a pool
combined with the company's cap-
tive failed in part because of a
split between the risk management
and employee benefits depart-
ments.

Elizabeth Lankarge, director of
corporate administration at Loc-
tite Corp. in Hartford, Conn., mo-
derated the session. I
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More firms seen offering wellness benefit
By LOUISE KERTESZ

BOSTON-There will be "a radi-

cal change in transforming sickness
benefits into health benefits" during
the 1990s as more employers imple-
ment or expand wellness programs, a
health care consultant predicts.

Spurred by evidence of a corre-
lation between lifestyle and medi-
cal claims, employers will increas-
ingly focus on preventing illnesses
by offering wellness programs, pre-
dicts Edward R. Stasica, president of
Stasica Associates of Mount Pros-

pect, Ill.

Currently, wellness programs ac-
count for only a small portion of
health care expenditures, which rep-
resent 12% of the U.S. gross national
product, Mr. Stasica noted during a
session at the 28th annual Risk & In-

surance Management Society confer-
ence last week in Boston. However,
more employers will begin to offer
wellness programs, he predicted.

Twenty years ago, wellness advo-
cates were "the sprout eaters," but
that picture has changed, said Veron-
ica Vaccaro, manager of mental

health promotion at the Washington
Business Group on Health, a non-
profit coalition of large corporations.

And, early employer-provided
wellness programs were the corpo-
rate fitness programs for executives.

But, wellness programs have
evolved to include a wide range of
health promotion guidance available
to a large number of employees and
dependents, Ms. Vaccaro said.

Health promotion should be a
"component and guiding principle"
in corporate health care, she said.
"Not many companies are approach-
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ing it this way, but that's the goal."
Studies linking many of the lead-

ing causes of death to lifestyle are
prompting employers to begin offer-
ing wellness programs, Mr. Stasica
said. Research has found that life-

style is to blame for 54% of the deaths
attributable to heart disease and 69%
of vehicle accident deaths, he said.

Humanitarian considerations

aside, "it's probably in the economic
interest of employers" to have well-
ness programs, Mr. Stasica said.

For example, one employer found
that non-smokers saved the company
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$650 a year in medical costs, accord-
ing to Mr. Stasica.

Another found the annual medical

claims of smokers are 118% higher
than those of non-smokers, he said.

Another found a workplace no-
smoking policy significantly reduced
housekeeping expenses, including the
cost of cleaning windows, he added.

Mr. Stasica mentioned one other

incentive employers have to help em-
ployees quit smoking: lawsuits by
employees claiming they have been
injured by "secondary smoke" in the
workplace.

Some employers also have saved
money by screening for colon can-
cer, mammography, high-risk preg-
nancy monitoring and other pro-
grams, he said.

In addition, "stress management is
being legitimized as a health and
wellness mechanism," he said.

"Intuitively, it makes sense that
prevention pays," Ms. Vaccaro said.

However, she conceded that there
is not "a great deal of data available"
to support the concept.

Another problems is that those
programs very often "preach to the
choir": Only the healthiest workers
participate in the programs, she said.

As a result, more employers will
increasingly reward workers with
healthy lifestyles by cutting health
care premiums, experts predicted.

"Health insurance in the next few
years will become more like auto in-
surance, which rewards good driv-
ers," Mr. Stasica said.

And employers are finding other
incentives to offer employees to lead
healthy lifestyles.

For example, some employers are
funding wellness programs by raising
health care premiums "a fraction," he
said.

And, one manufacturer recently
promised to build a fitness facility
at the plant that achieved the lowest
ratio of non-smokers to smokers.

Governments also are stepping into
the picture, Mr. Stasica said.

For example, last year Michigan
became the first state to subsidize
employer wellness programs, he said.

Small and medium-sized com-
panies in the state are eligible for
grants of up to $3,000 if they im-
plement wellness programs, he said.

Analyzing a company's risks is in-
dispensable in designing a wellness
program, experts said.

"Companies have told us that if
you want us to do prevention, we
have to have the big picture, the bot-
tom line," Ms. Vaccaro said in an in-
terview.

According to a survey of WBGH
members, employers believe the most
serious health problems involved
chronic diseases, alcohol and sub-
stance abuse, mental health, AIDS
and the use of tobacco, she said.

Employers also should consider de-
mographics, such as the rising num-
ber of older workers, the disabled
and women and minorities in the
workforce, she said.

Mr. Stasica advised benefit man-

agers to be adamant in seeking ade-
quate data and having it analyzed
site-by-site. Different facilities "may
be different worlds in terms of health
problems," he said.

A project by the WBGH is des-
igned to help members develop a sys-
tem that would integrate information
about health care claims, employee
assistance programs, workers com-
pensation claims, disability claims,
absenteeism and mortality, she said.

Such data will become the basis
of informed health care decisions, she
said.

While maintaining employee confi-
dentiality, companies would share
what they learn from such an analy-

signing wellness programs, she said.
Mr. Stasica coordinated the ses-

sion.

Carol Brocci, a risk manager for
SPX Corp. in Muskegon, Mich., mo-
derated the session. •
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Exhibitors
offer firms OU SHOULD KNOW WHERE YOUR
health Rx INSURANCE COMPANY STANDS.

By CHRISTINE WOOLSEY

8()STON-Emplovee benefit man-
age touzing the extiti- h.11 al th]!
28th annual Ri.k anc Insitance
Mana*iement Socipt, -crf,renee hei 2
map have felt like the. i ete in d doe-
toi s officr ot a tr.vel nlgh. imacy

In .addition to displanng Iltel atur-
deld ing pioducts an i .erwees sone
ven,1014 offered pl€iZzi )lion bottle,
filled with candp, af)i-in and adhe-
vve bandagex Othets Fc i foinied flee
blooc presswe tests and ese e earns

Heilth Examinetin, Irc c])ilducted
fiee blood pressure te,t 114 fc,1 confer-

Inot°-rerriedw,fltt,loc,ryuci 11

atterding ession afte I se·.sion de-
sctibing soaring health cai e costs

A _ormei registez ed nut .e admini.-
terec the test,> rerra kirs )n how
heal-hy those tc uii-lk the exhibi«s
api*]ai ed Aftei leceiviing a satis fa 2-
torv bill of health, thog wh, stopped
bT the Examinetics booth .vere to d

aboi t the company s noo le heal-h
crecning for employees

Health Examinet c 9, Dased n
Northbiook, Ill, w,1 ·.erd a medical
tean to an emplovirsate to condl.ct
Occupational Sa.oty ard Health Ad-
min stiation compl_cn_f tests for em-
plc,yees who are ex x,sed iazardods
conditions, explaired Zindy Leisch,
marketing diieltoi FOI examp e
tectnicians will mvc-ig.ite noise
leKe s the pirsence c f Loile chemic.iA
and oveiall envilcnmental condi-
tion.

Also, clients cors denng imp-e-
meI-ling a wellness pr HI an can have
employees tested t, Act an overall
vic'w of employers' tef tn :he said

Health Examintic. will bring a
ted-n ot registerrd 1 1.I'zeS, X-Lay
te,_hnicians and phy'g.-ian, to a cli- ..
crt  facility or d pearlanged 10-
cat]on Within 40 ninule, the tear
wil administer a var Fts c f tests, in-
cluding blood and ur ne s®imples ki
detect coionary dised.32, dIaortes End
livet and kidne, dicease, te iring ind
vismn tests and spei 1- ca ig ted

Employers air cha gec a fee oer
emiloyee per test or ire oilled 07 .1
captated basis, Ms I,elset noted

After results ai e Ic noilxl, a ec)-lfi-
deritial health pro_112 1% 4 nt to the
inc ividual and to . designated ptys-
ician Individu.115 c·an ,-ompare theit
le,>ults against othir: Mi-h a cata
base containing heal-h st< tistics bro- Transamerica Insurance helps customers meet company, we still concentrate on the things weken down by age anc,)fher factor.

' Healthy people are .imply bet- their insurance needs every single day.And even do best-hke entertainment insurance, workers'tel and less costlr empl,yees, ' Ms
Leisch said Periocit .creening of though we've become a very large insurance compensation and specialized programs foren-ployees can m ike pe,ple aware
c,f potential medica poolems early
and prevent hitft e O.ts associdted

Cont nzced c n next vage



Continued from previous page
with medical care should those con-

ditions turn catastrophic, she said.
Pearle Inc. offered on-site vision

testing in the exhibit hall.
Richard L. Broderick, a risk man-

ager with VF Corp., an apparel man-
ufacturer based in Wyomissing, Pa.,
underwent the two-minute examina-

tion. He said his company is consid-
ering implementing a vision plan.

"I'm amazed at how quick it was,"
he said, examining a computer print-
out detailing the acuity of his vision.

Not everyone tested was as happy
with the results.

One woman cheerfully approached
the machine, manned by Dr. Ken
Clayton, Pearle's vp of professional
affairs, informing him she had 20/20
vision. Within two minutes, Dr. Clay-
ton told her "Your right eye isn't
helping you-and your left eye is
doing all the work."

The machine used is simply an an-
cillary testing device to give optome-
trists an accurate starting point when

they are refining vision correction for
a patient, Dr. Clayton explained.
Pearle performs full eye examina-
tions, including testing for glaucoma,
before prescribing glasses.

Peter R. Barnett, vp of managed
care for Dallas-based Pearle Inc.,

said this is the first year the com-
pany exhibited at RIMS. While em-
ployees are interested in vision care
plans, there is still little interest from
employers, he noted.

Elsewhere in the hall, employee
benefit managers were presented
with a variety of services to help
treat health care-cost containment

ills.

RIMS conference director Bobbie

D. Zucker said there were 470 booths

this year compared with 410 at the
1989 conference in Atlanta. And, she

said, more companies displayed their
wares this year: 270 vs. 242 in 1989.

Among the most prevalent bene-
fit service displays were those for
prescription drug programs available
through independent vendors and

groups from veterinarians to theater owners.
We not only want you to know where we stand,

we care where we stand with you.

national and regional retail drug
store chains.

While dispensing prescriptions of
M&Ms candies to attendees, vendors

explained that as employees make
greater use of prescription drug pro-
grams, employers can implement
some cost controls.

Mail service prescription programs
are one technique employers can use
to help contain drug plan costs and in
some cases reduce costs, vendors say.

For example, Express Pharmacy
Services offered by Thrift Drug Co., a
Pittsburgh-based subsidiary of J.C.
Penney Co. Inc., can save clients 16%

to 20% of prescription drug plan
costs, said Curtis R. Philson, regional
sales manager.

Clients are offered a discount-

based on patient volume-when em-
ployees get prescriptions filled at
Thrift Drug pharmacies. The drug
store chain operates like a preferred
provider network, encouraging those
employees to purchase medication at
the 440 retail drug stores operated by

a

9

Thrift Drug.
Thrift also operates four mail ser-

vice pharmacies. The drug chain's
Express Pharmacy Services product
allows employees to receive medica-
tion through a home-delivery pre-
scription service.

Home delivery of medication can
produce significant savings, espe-
cially for individuals taking so-called
maintenance drugs used to treat
chronic illness and conditions like

high blood pressure, diabetes, ulcers
and arthritis, Mr. Philson said.

"Fifty percent of prescriptions are
generally for maintenance drugs, but
that represents nearly 70% of pre-
scription plan costs," he said.

Using a mail-order prescription
plan can save employers money and
please plan participants who no
longer have to wait in line at retail
pharmacies, Mr. Philson explained.

In addition to savings gleaned from
discounts and substitution of generic
drugs whenever possible, EPS saves
clients money by dispensing larger

TRANSAMERICA -
INSURANCE GROUP  SM

THE POWER OF TI-IE PYRAMID IS WORKING FORYOU:
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quantities of prescribed medications,
he said. For example, while most re-
tail pharmacies dispense a 30-day
supply, EPS can typically reduce dis-
pensing fees by offering 90-day sup-
plies for maintenance drugs.

Self-administered employers can
reduce administrative fees because

they receive one monthly bill for all
prescriptions filled by mail, rather
than a separate bill for every em-
ployee's prescription filled at a retail
pharmacy, Mr. Philson noted.

"The number of claims processed
will be cut by approximately two-
thirds and you receive only one in-
voice, issue one check and have one

telephone number to call if you have
any questions," he said.

Other prescription drug plan ven-
dors are touting computerized con-
trols used to assure quality control
when dispensing prescriptions.

Hook-SupeRx Inc., a privately held
firm based in Cincinnati that also

was exhibiting for the first time at a
RIMS conference, stressed the impor-
tance of pre-dispensing drug utiliza-
tion review to conference attendees.

George B. Merchant Jr., HSI's gen-
eral manager, said by including drug
utilization review in the vendor's

prescription processing, physician
visits, tests and hospital stays of plan
participants for harmful drug inter-
actions could be reduced.

With an audience peering over his
shoulder at a computer screen, Mr.
Merchant explained that before dis-
pensing any prescriptions, HSI's
computer program checks the patient
profile for possible drug interactions
and for overall drug treatment fac-
tors or health conditions which could

contribute to a drug-induced illness.
"A patient's health history is on

file with HSI on our mainframe and

any time a prescription is filled," the
appropriate information comes up on
a computer screen for the pharmacist
to review, Mr. Merchant explained.
For example, if a physician had pre-
scribed a medication that would in-

terfere with a second drug the patient
is taking, the computerized system
would generate a report describing
the observed risk.

In addition, the drug utilization re-
view program tries to eliminate med-
ications that shouldn't be filled based

on eligibility or coverage terms, Mr.
Merchant added.

HSI consists of three drug store
chains: Brooks Drug Inc. in Paw-
tucket, R.I.; Hook's Drug Stores in
Indianapolis; and SupeRx Drug
Store Co. in Cincinnati.

Around this year's exhibit hall,
there were some pleasant diversions
for benefit managers who di(in't want
to be too overloaded with serious

cost-containment products and ser-
vice information.

A party atmosphere surrounded
Intracorp's exhibit booth as the Ber-
wyn, Pa.-based cost-containment

unit of CIGNA Corp. celebrates its
20th anniversary.

Conference attendees were en-

couraged to play "Win, Lose or
Draw"--or in this case "Drawing the
Line on Health Care Costs." A pro-
fessional comedian posed as Bert
Convy, host of the syndicated televi-
sion show "Win, Lose or Draw."

"Bert" would give clues like, "This
item is stringently reviewed by Intra-
corp's auditing services." Then, mem-
bers of the audience would yell out
guesses as someone frantically at-
tempted to illustrate the answer: hos-
pital bills. Winners received party
hats and boxes of birthday candles.

"You can tell people know some-
thing about the industry by the way
they are guessing the answers," noted
Fran Atkinson, vp-marketing ser-
vices.

A carnival-like atmosphere filled
other parts of the exhibit hall, as
vendors rivaled each other with at-

tractions including a mime at the
booth of Conservco, a Tampa, Fla.-
based disability and medical cost
management firm; an artist draw-
ing caricatures at the booth of Beech
Street Inc., a managed care company
based in Irvine, Calif.; and a magi-
cian at CIGNA Corp.'s booth. I
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Early benefits decisions can smooth merger
By JUDY GREENWALD

BOSTON-Employers can miti-
gate hostile feelings among em-
ployees at companies they acquire
by hammering out knotty benefits-
related issues during purchase ne-
gotiations, say benefits experts.

Seventy percent of failed acqui-
sitions are attributable to not re-

solving such issues promptly, as-
serted Raymond J. Rogers, a
managing consultant with A. Fos-
ter Higgins & Co. Inc. in Boston.

Regardless of management atti-
tudes, to employees at acquired
companies there is no such thing as
a friendly takeover, according to
Mr. Rogers.

"They're all hostile," he said.
Making employees feel that they

have not been sold into slavery

"means everything, I think," Mr.
Rogers said during a session at the
28th annual Risk & Insurance

Management Society conference in
Boston last week.

Every company will probably
have to deal with these issues at

some point, according to Carla R.
Eberling, director of risk manage-
ment and employee benefits at
New York-based Phillips-Van
Heusen Corp.

"If it hasn't happened to your
company, it more than likely is
going to happen," said Ms. Eberl-
ing, who moderated the session.

However, predicting which ben-
efit-related issues will emerge dur-
ing an acquisition is difficult, said
Larry S. Schumer, a principal in
actuarial, benefits and compensa-
tion consulting at Coopers & Ly-

brand in Boston and coordinator of
the session.

Referring to the dozens of acqui-
sitions in which he has been in-

volved, Mr. Schumer said: "I never
fail to see at least one new issue in

the next one I take on."

Taking a theoretical example of
a company taking over the subsid-
iary of another firm, Mr. Rogers
and Mr. Sehumer looked at ques-
tions the purchaser may have to
consider, including:

• If pension benefits are based
on final average pay plan, should
the acquiring company take into
account past service with the for-
mer parent?

Failing.to take past service into
account could lead to a significant
reduction in pension benefits.

An acquiring company has to

weigh doing what is best for the
company against doing what is
best for the employee, Mr.
Schumer said.

• What happens to the early re-
tirement programs?

Mr. Schumer said dealing with
this issue is important. "Otherwise
you have some really unhappy em-
ployees."

• What if the pension plans of
hourly, non-union employees are
underfunded, with a benefit in-
crease expected soon, and the
seller wants the buyer to inherit
the pension plan?

Mr. Rogers said this issue must
be negotiated before completing
the sale, taking into account the
anticipated benefit increase.

• What if the seller participates
in a multi-employer plan that is

BEFOREYOUSIGNON
WKH JUSIANYMANAGED
MENTALHEAE[HCOMmNX

EXPIORE FHC
C*WONS.

No two companies are alike.
This is as true for managed care com-

panies as it is for any other industry.
Most manaed care programs aim to
confine health care costs, but FHC
OFI'IONS goes beyond that.

FHCOPTIONS closely examines
your needs, then designs a system that

uniquely suits those needs. Administra-
tors and dinicians worktogetherto
devise a managed care system that pro-
motes quality, comprehensive services
and stabilizes costs.

Ifyou wouldliketo findouthowFHC
OFITONS can work for you, call our
marketing stafftoll free at 1-800-342-7335.

r HCOphons
Cost Containment Thro:®4 El>ertive Thatment.

underfunded?

The purchaser must know if it is
inheriting such liabilities, Mr
Schumer said.

• What if the company that sold
its subsidiary will not share in-
formation about the funding status
of the salaried employees' pension
plan, beyond saying that the pur-
chasing company should contrib-
ute what equals about 4% of pay-
roll annually?

A selling company sometimes is
unwilling to provide any more de-
tailed information because that

data might reveal aspects about
the parent company's plans, Mr.
Schumer explained.

"They say, 'You're not buying
the whole company,' " he said.

If the acquiring company can-
not obtain this information, it has
to "work around that," Mr.
Schumer said.

• Should the purchaser assume
the acquired company's retiree
health care liabilities, if the ac-

quiring company does not provide
this benefit itself on a company-
paid basis?

• If the company making the ac-
quisition offers a richer health care
benefits plan than the selling com-
pany, does it offer its own plan
to the new subsidiary?

Mr. Schumer noted that if the

acquiring company decides to offer
its plan to employees of the ac-
quired company, it will mean in-
curring a significantly higher cost
than that which is now reflected in

the selling company's financial
statennent.

The new parent also could re-
quire employees at the acquired
subsidiary to make plan contribu-
tions if they prefer the new par-
ent's benefit plan, Mr. Rogers said.

• What approach should be fol-
lowed if the selling company's
stock is in the subsidiary's 401(k)
plan, and how is the transfer of ac-
count balances handled?

• How has the acquired com-
pany's benefit administration been
handled?

• What can be done for the ac-

quired subsidiary's executives
who, for example, lose their op-
tions to buy the stock of their for-
mer parent company? "It's some-
thing to be considerate of," Mr.
Schumer said.

"You, as a buyer, might want to
bring that up" in the sale negotia-
tions, he said. For example, a

buyer might want to ask a seller to
allow the executives to exercise

their stock purchase options before
the sale is completed.

• What does the buying com-
pany do if the seller wants a guar-
antee that the purchases will not
change severance policy for one
year following acquisition?

If the buyer does not want to
keep all of the seller's executives,
it should be aware of the cost of

severance pay, Mr. Schumer said.
He noted that in one $300 million

deal in which he was involved, the
severance pay amounted to $6 mil-
lion. "Its something you really
want to keep on top of," he said.

The structure of an acquisition
also can give purchasing com-
panies added flexibility in how
they can handle benefits issues
that may arise after the purchase,
Mr. Schumer said.

For example, when purchasing a
company's stock, the purchaser le-
gally takes over the benefit obliga-
tions of the acquired company as
well.

But when purchasing a com-
pany's assets, the purchaser has a
lot more flexibility in what can be
done insofar as employees and em-
ployee benefits are concerned.

"You can treat people a lot less
generously, I think, when you pur-
chase assets as opposed to pur-
chasing stock," Mr. Schumer said.
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HowWeSavedANewClient
$250,000 On Their Benefits Program.

A major corporation recently called us in to
review their Employee Benefits program.

We examined their health plan, retirement
plan and compensation programs.

Then we made suggestions that saved this
company over $250,000. Annually.

We did not effect these changes by gutting
the program or reducing the employee benefits
in any way By carefully analyzing funding levels
and reserves in the medical plan, we were able
to effectively renegotiate the renewal.

The fact is, that unless your broker or

consultant uses the increasingly sophisticated
analytical tools we provide, you could very well
be spending money unnecessarily.

As a top-ranking benefits broker/consultant
we have the leading edge expertise you need.

Corroon & Black Employee Benefits.
Let us show you the affordable way to keep

your benefits program healthy.

C CORROON & BLACK
For a free brochure or more information

please call Tom Ucko (800) 242-2495.

Corroon & Black Corporation, Wall Street Plaza, New York, NY 10005 and 100 offices nationwide.
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TogetHMO coveragefromcoast tocoast,you
Ifs a number, in fact,you can add on And a single monthly statement

one 6nger. Because allit takes isjust one details allyour employees' premiums.
person. From HMO-USA. Allit takes isjust one call to get

WithHMO-USA,a single contract answerstoallyourquestions.Orwhen
gives you coverage in over 200 markets. signing up new employees. (Thaes even



havetotalkto anamazing number ofpeople
the case when they're starting workin
several different states.)

Andyou canreceiveyour annual
renewalrates in thespan ofa single
day To Bnd outmore about the fastest

growing HMO network in the
country just call 1-800-4-HMO-USA.
There's only Blue Crossone program •fx¥"  A=Oci tonand

like it.
Blue Shield



24 / Business Insurance, May 7, 1990
1990 RIMS conference

Control of disability claims changing
By ADRIENNE C. LOCKE

BOSTON-An integrated ap-
proach to disability management-
with data from different lines of

disability coverages combined
under one management program-
will enable any business to operate
a cost-effective disability program,
according to a panel of experts.

Thorough claims management,
rather than simply claims pro-
cessing, and good information
management will provide the data
necessary for objective and infor-
mative disability claims determi-
nation, the experts say.

However, no changes can suc-
ceed without a firm management
commitment to the disability pro-
gram, and a positive atmosphere
for employees to return to, disabil-

ity benefits experts said during a
session at the 28th annual Risk &

Insurance Management Society
conference last week in Boston.

Disability claims' hidden costs
include recruiting costs, expense of
training new employees, lost pro-
ductivity, absenteeism, dealing
with staff shortages, lower em-
ployee morale and increased turn-
over, said Elizabeth Solem, man-

ager of disability programs at
Minnesota Mining & Manufactur-
ing Co. in St. Paul, Minn.

Those costs can be reduced with

a disability management program
that effectively returns employees
to their jobs, Ms. Solem said.

However, Lawrence A. Jenson of
CIGNA Employee Benefit Services

Inc. called for a new approach to
disability management.

These problems cost
youalotofmoney

if left untreated.

The traditional method of claims

handling and administration
'doesnit work" any longer, said

Mr. Jenson, an assistant vp of mar-

keting in the special benefits divi-

Employers are often
the 'obstacle in

getting a disabled
employee back,' says
Lawrence A. Jenson.

sion of the Philadelphia-based
CIGNA Corp. unit.

An employer that contracts with
separate vendors to handle differ-
ent types of disability coverages-

like workers compensation, long-
term difability and short-term dis-
ability-with little or no coordina-
tion can create a costly
overlapping of benefits, he said.

In addition, Sara D. Watson of

the Washington Business Group on
Health said disability costs are
often wrongly classified as general
health care costs.

"Much of what is considered

health care costs are really disabil-
ity costs. It's a very fine line," said
Ms. Watson, executive director of

the group's Institute for Rehabili-
tation & Disability Management.

Just as a cold can turn into bron-

chitis then into pneumonia, a case
can move from simple medical care
to a short- or long-term disability
case, she said.

The Washington Business Group

© 1990 OCCUPATIONAL HEALTH SERVICES CORPORATIN
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• PHASE OF UFE PROBLEMS #f

Manic-Depressive Illness

1 Post-Traumatic Stress Syndrome
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The problems on the left-hand page affect most of
your work force at one time or another.

Left untreated they can lead to higher medical and
psychiatric benefit costs, increased absenteeism, and
diminished employee productivity.

Yet, because they are not caused by a mental
disorder, these problems do not meet medical
necessity guidelines for reimbursement under your
health benefit plan.

That's why Occupational Health Services Employee
Assistance Programs were created.

Since 1972, we've been providing cost-effective
solutions to the personal, emotional, financial, legal,
child care, and elder care problems of modern life
- without inappropriately accessing medical benefit
dollars.

The diagnoses on the right-hand page affect a small
percentage of your work force.

Yet treating them can eat up a tremendous amount
of your medical benefit dollars.

Without specialized managed mental health care
services, your company's beneficiaries are subject to
the unnecessary hospitalizations, ill-conceived
ireatment plans, and overly lengthy stays that all too
often characterize psychiatric and chemical
dependency treatment.

At OHS we have a better way to control these
skyrocketing costs - a managed mental health
program where quality care and cost efficiency go
hand in hand.

Modular by design, 0HS lets you select the exact
components that meet your needs: EAR Utilization
Management. Speciality Provider Networks.

OHS is at work 24 hours a day, 365 days a year for
400 employers and two million people nationwide.

To find out more, please call, write or fax, today.
OHS. Occupational Health Services Corporation.
1/800-327-7526. 125 East Sir Francis Drake Boulevard,

Suite 300. Larkspur, CA 94939. Fax: 415/925-9728.

OHS. The dollars anc sense solution.

on Health is a non-profit organiza-

tion in Washington, D.C. Its mem-
bers are about 180 large companies
that seek to influence national

health policy.
Integrating all disability lines

into one management program lays
the foundation for more effective

claims and information manage-

ment, says Richard A. Lewis, presi-
dent of Thomas L. Jacobs & Asso-

ciates Inc. in Chicago, a consultant
and third-party administrator.

Such integration under one in-
surer or vendor can prevent cover-
age overlaps, he said.

It can also enable an employer to
more effectively manage and re-
duce the direct costs associated

with disability coverage such as
salary continuation payments, cost
of short- and long-term disability
premiums and workers compensa-
tion payments, said Mr. Lewis,
whose company administers STD
and LTD benefits for large self-in-
sured employers.

Better claims information makes

claims determination quicker, ea-
sier and more accurate, and with
it, employers can more accurately
sort out inappropriate claims and
determine which claimants can re-

turn to work, he said.
Employers, he said, need pro-

perly trained staffs experienced in
disability claims management. And
he recommends that staffs take a

team approach "because it is very
difficult to find one person" with
the necessary experience in claims,
Social Security disability benefits
and medical disability benefits.

But even with such a staff, no
disability plan will be effective
without management support, Mr.
Jenson cautions.

"Lots of times the employer is
the obstacle in getting a disabled
employee back on the job," he
said.

Employers must be willing to ac-
cept a rehabilitated employee, and
to modify the job or workplace to
get the employee back to work, Mr.
Jenson said.

Ms. Watson of the Washington
Business Group on Health points
out that legislative changes would
benefit the disabled and increase

the number of rehabilitated people
returning to work.

The Americans With Disabilities

Act, which was introduced last
year and is expected to be ap-
proved by Congress, and the re-au-
thorization of the Rehabilitation

Act of 1973, scheduled for 1991,
will make workplaces, public
places and public transportation
much more accessible to the disa-

bled, eliminating one of the hur-
dles in getting the disabled back to
work, she said.

Also, reforms of the health care

system-including limits on insur-
ers' ability to deny coverage to
workers with pre-existing condi-
tions-would help those disabled
employees return to the workforce,
she said. Those employees may stay
away from work now because they
fear losing the health insurance
provided by disability coverage,
she said.

However, the relationship be-
tween management and its em-
ployees must be a good one so the
employees will want to return to
work, said Ms. Watson.

If employees are very unhappy
with their work, they don't feel
valued, they don't feel important,
and it is very difficult to get them
back to work, she said.

All the supportive phone calls
and attempts to bring them back to
the workplace won't work if they
have been preceded by years of
turbulence, said Ms. Watson.

Ms. Solem of 3M Corp. was the
session moderator and Mr. Jenson

of CIGNA Employee Benefit Ser-
I vices Inc. was coordinator. •



RIMS, at 40, takes pride
in its vigilance, clout

By CHRISTINE WOOLSEY

BOSTON-The Risk & Insurance

Management Society celebrates its

40th anniversary recognizing that
it is making a difference for its
members, say its new and former
presidents.

"One of the most important
things we do is represent our inter-
ests to the government," said Ron-
ald Stasch, whose term as RIMS

president ended May 1.
"Our vigilance as an association

has made a difference," he asserted

during the RIMS membership
breakfast meeting last week at the
society's 28th annual conference in
Boston.

Cheri Hawkins, who succeeds
Mr. Stasch and is the first woman

president of RIMS, agreed.
For example, she said, "a coali-

tion of Texas RIMS chapters
helped win reform of the workers
compensation system" in that state
(BI, Dec. 18, 1989).

Ms. Hawkins, manager of insur-
ance for Weyerhaeuser Co. in Ta-

coma, Wash., also pointed out that
RIMS testified before a House

panel earlier this year that insur-

ance buyers would face higher pre-
miums and reduced capacity if
Congress enacts a proposal to in-
crease the federal excise tax on

premiums ceded to foreign rein-
surers to 4% from 1% (BI, Feb. 26)

In addition, letters from RIMS
members arguing for the repeal of
Section 89 helped persuade Con-
gress to kill the controversial ben-
efit law late last year, pointed out
Mr. Stasch, corporate risk manager
at Federal-Mogul Corp. in Detroit.

"What's important is that we are
listened to, and the government
sees RIMS as a reasonable voice"

on these issues, Mr. Stasch said.

"We have clout although we face
significant adversaries."

RIMS is working with the Insur-
ance Services Office Inc. in New

York and the American Bar Assn.

in an attempt to put coverage for
sudden and accidental pollution

back into commercial general lia-
bility policies, Ms. Hawkins noted.

Meanwhile, the organization is

undergoing some internal changes.
"As RIMS grew, executive roles

became blurred," he explained. As
a result, RIMS' executive commit-

tee and board of directors recently
formed a task force to study gover-
nance of the organization and pro-
pose improvements.

Among changes is a more formal
method for selecting the executive
director. After Ron Judd retires

from that office in 1991, his sue-
cessor will be appointed by the ex-
ecutive council.

A new policy also clearly states
that staff reports to the executive
director. Duties had been unclear

at times. "These changes will make
RIMS more responsive to member
and chapter needs and more effi-
cient," Mr. Stasch said.

Ms. Hawkins also pointed out

that a succession planning task
force, which was formed in mid-

1989, recently recommended ap-
pointing a search committee and
consultant to help the organization
recruit members to serve as execu-

tive officers of RIMS.

This year, the society plans to
enhance RIMSNET, its on-line in-
surance information network, with
RIMSLINK, a 24-hour-a-day link
with suppliers (BI, April 23).

"The world is headed in a di-

rection of more and more informa-

tion quicker and quicker," Ms.
Hawkins said.

The society also plans to expand
its services internationally because
of the changing political climate in
Eastern Europe and the Soviet

Union, Mr. Stasch said.

"Through our affiliation with
IFRIMA (International Federation
of Risk & Insurance Management
Assns.) we're building a global net-
work of risk managers," he said.
RIMS wants to establish "a world-

wide risk management educational
standard to promote the universal
application of risk management,"
he added.

Ms. Hawkins said she wants

RIMS to be regarded as the ulti-

mate authority on risk manage-
ment, just as a securities broker

projected itself as the authority on
stock investments in its commer-

cials several years ago. "I want to
hear members say, 'I belong to
RIMS and I think. . .' and have ev-

eryone in the room stop and lis-
ten," she said. I
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Pepper health care mandate
By JERRY GEISEL

Panel debates issue's fate in CongressBOSTON The Pepper Commis-
sion's recommendation to mandate

employer-provided health care
coverage could save billions of dol-
lars now wasted because medical

treatment is delayed, a staff mem-
ber of the commission says.

If people had access to compre-
hensive health care coverage they
would seek medical treatment

sooner, contends Robert Friedland,
a professional staff member of the
15-member U.S. Bipartisan Com-
mission on Health Care, better

known as the Pepper Commission.
By seeking care sooner, individu-

als' medical problems would be
less likely to develop into serious
complications that require more
expensive treatment, he said.

The cost of offering mandated
health care coverage would boost
employers' health care costs by
about $20 billion a year, according
to the commission.

While Mr. Friedland acknow-

ledged an employer mandate
would cost a lot of money, he con-
tends in :he long run "we all would
benefit."

Health care for the uninsured is

expensive because it is delivered
late and in inappropriate settings,
such as hospital emergency rooms,
he explained.

"Earlier access would cut costs,"
Mr. Friedland said at a session on

Congress 1990 benefits agenda

during the 28th annual Risk & In-
surance Management Society con-
ferenee in Boston last week.

But, other speakers said legisla-
tors are unlikely to act quickly on
the sweeping changes in health

care delivery advocated by the
Pepper Commission.

Phyllis Borzi, employee benefits
counsel on the House Labor-Man-

agement Relations Subcommittee,
said a lack of presidential leader-
ship will keep the issue of access to
health care coverage on the con-
gressional back burner.

And James Ricciuti, deputy as-
sistant secretary for health legisla-
tion at the Department of Health

and Human Services, said mem-
bers of Congress--burned by the
public outcry over the 1988 Medi-
care Catastrophic Coverage Act as
well as employer anger over See-
tion 89's complex non-discrimina-
tion rules for welfare plans-will
remain wary about enacting new
benefit laws.

The release of the Pepper Com-
mission's recommendations in

March (BI, March 12), came after
months of public hearings and pri-
vate briefings, said Mr. Friedland,
formerly a senior research associ-
ate at the Employee Benefit Re-
search Institute, a Washington,
D.C.-based benefits think-tank.
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A report to be published next
month will add detail to those rec-

ommendations, which include:
• Employers with more than 100

employees would have to offer a
health care plan meeting minimum
federal standards to employees and
dependents or pay a new payroll
tax.

While the amount of that tax has

not been specified yet, the commis-
sion has said the tax would be set

high enough to prompt companies
to offer health care coverage.

Companies offering the mini-
mum health care plan-known as
the "Specified Benefit Package"-
would have to pay at least 80% of
the premium for individual and
family coverage.

More than half of companies now
pay pay 80% of the premium for
individual coverage. Only 40% con-
tribute that much for family cover-
age.

In addition, annual deductibles
could not exceed $250 for individ-

ual coverage or $500 for family
coverage.

Coinsurance requirements gen-
erally could not exceed 20%, while
the maximum annual out-of-

pocket expense for an individual or
family would be $3,000.

However, employers would have
to pick up 100% of the cost for pre-
natal care, well-child care, mam-

mograms and Pap smears.
Employers offering a Specified

Benefit Package would have to
offer at least 45 inpatient days of
mental health care coverage and 25
outpatient mental health visits an-
nually. Workers could be asked to
contribute up to 50% of mental
health costs.

This proposal would take effect
three years after legislation was
enacted.

• Health care plans sold by com-
mercial insurance companies

would not have to comply with
state benefit mandates.

Most states now require insurers
to provide certain benefits-such
as coverage for alcohol and drug
abuse treatment-in their health

care policies, a requirement that
drives up the cost of coverage and
makes it difficult for national em-

ployers that do not self-fund to
offer a uniform benefit package.

A provision in the Employee Re-
tirement Income Security Act of
1974 exempts employers that self-
fund their health care programs
from state benefit requirements.

• Employers with fewer than
100 employees would not have to
offer the Specified Benefit Package
if a certain percentage of their em-
ployees received health care cover-
age by a certain date.

For example, if by the fourth
year of enactment, at least 80% of
workers at companies with 25 to
100 ennployees are not insured by
their employers, those companies
would be required to provide cov-
erage or pay the new payroll tax.

In addition, if by the fifth year of
enactment, 80% of workers at com-

panies with 25 or fewer employees
are not insured by their employers,
these companies would be required
to provide coverage or pay the new
payroll tax.

• A new public health care plan,
which would replace the current
Medicaid program, would be avail-
able for employees who work for
companies that don't provide a
health care plan and for people
who are self-employed or unem-
ployed.

An unspecified portion of wages
would go toward the premium.

In addition, the self-employed
and unemployed would pay premi-
ums based on their annual income.

Individuals with incomes below

the poverty line would pay noth-
ing.

Continued on next page
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Continued from previous page
The public plan would be fin-

anced by a combination of em-
ployer contributions-in the form
of payroll taxes-individual pre-
mium contributions, federal gov-
ernment contributions and state

contributions equal to what states
now pay toward Medicare.

The Pepper Commission did not
specify how the federal govern-
ment would finance the public
plan's estimated $23.4 billion an-
nual cost or a $42 billion long-term
health care package the panel also
proposed.

Although the recommendation to
require employers to offer health
care coverage passed on an 8-7
vote, Mr. Friedland said commis-

sion support for the concept of an
employer mandate was much
greater than the vote would indi-
cate.

Several commission members,

whom he did not identify, sup-
ported requiring employers to pro-
vide health care coverage, but
voted against the Pepper proposal
because they did not agree with its
specifics, he said.

The commission considered al-

ternatives to an employer health

care mandate, most notably ex-
panding the Medicaid program and
creating a national health insur-
ance program, administered and
funded by the federal government,
he said.

Expanding Medicaid was re-
jected because it would have cost
too much-an estimated $36 billion

in new annual federal subsidies-

and still may have left a substan-
tial chunk of the population with-
out adequate coverage, Mr. Fried-
land said.

A national health insurance plan
was rejected as politically unreal-
istic, he said.

Instead, the Pepper Commission
focused on building on the current
system in which most Americans
under age 65 receive coverage from
their employers.

Requiring employers to provide
coverage, would put a huge dent in
the ranks of the nation's unin-

sured, about 75% of whom are em-

ployees or dependents of employ-
ees, Mr. Friedland said.

However, the commission was
aware that small firms would have

difficulty paying for mandated

health care coverage, he said. It re-
commended that small firms re-

ceive special tax breaks for offer-

ing such coverage.
Starting in the second year after

enactment, employers with 25 or
fewer employees and a payroll
averaging less than $18,000 per
worker would become eligible for a
40% tax credit to offset the cost of

their health care plan. This tax
break would be available for five

years.

Mr. Friedland said the Pepper
Commission recommendations

have opened a dialogue on expand-
ing access to health care.

But Ms. Borzi, a veteran congres-
sional committee benefits staffer,

said without leadership from the
Bush administration, the Pepper
Commission's recommendations

are unlikely to be acted upon any-
time soon.

"The time is not ripe for the ad-

ministration to take bold steps" on
health care, Ms. Borzi said.

But Mr. Ricciuti, the HHS
staffer, said Congress also is cool

to the idea of enacting sweeping
benefit legislation in the wake of
last year's backlash over the Medi-
care Catastrophic Act and Section
89.

"It would be hard to underesti-

mate how Medicare repeal and

Section 89 has affected the way
members think about health care.

There was rebellion" from the el-

derly and employers, Mr. Ricciuti
said.

The next time legislators con-

sider a health care proposal, they
will want to be sure that the "peo-
ple really want it. . .not just the in-

terest groups. That is very impor-
tant," he said, noting that retirees
were more interested in long-term
health care coverage than ex-
panded Medicare benefits.

Legislators also want to be con-

vinced that benefits legislation
does not impose unreasonable bur-
dens on employers, Mr. Ricciuti
said, noting the rebellion of
employers, especially smaller
firms, upon discovering the huge
compliance costs entailed in Sec-
tion 89.

Both Section 89, which was

passed as part of the Tax Reform
Act of 1986, and the 1988 Medicare
Catastrophic Coverage Act were
repealed last November (BI, Nov.
13, 1989, and Nov. 27, 1989, re-

spectively).

While the time for congressional
action on health care issues may
not be ripe, it is not too soon to
consider ways of improving the na-
tion's health care delivery system,
Ms. Borzi said.

And policymakers, she said,
could learn plenty from Canada,
where provinces offer universal
health care coverage.

Canada also better controls the

growth of expenditures on expen-
sive, high-tech medical equipment,

'The time is not ripe
for the administration

to take bold steps'
on health care,

Ms. Borzi says.

she said.

Hospitals in Canada, for exam-
ple, have to pay for new medical
equipment out of their overall
budget funds provided by the
provinces, Ms. Borzi noted.

"If a hospital wants an expensive

piece of equipment, it comes out of

its budget," she said.
By contrast, Americans "are

technology junkies," she quipped.
Ms. Borzi also said there is some-

thing to be learned from the way
physician fees are controlled in
Canada.

Under the Canadian system,
provinces decide how much they
will spend on physician fees. Ms.
Borzi acknowledged that such con-
trols on physician reimbursement

would be strongly resisted by U.S.
medical groups.

While the United States can

learn much from the Canadian

health care model, ultimately poli-
cymakers here will fashion a
uniquely American solution to

health care problems, Ms. Borzi
said.

"Americans always have been
able to come up with the right so-

lution when everything else fails,"
Ms. Borzi said, quoting Winston
Churchill.

Turning to another area, Ms.
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Borzi doubts that Congress will
anytime soon enact legislation to
tax employees on the value or cost
of employer-provided health care

coverage.

For example, several years ago,
about 400 members of the House

of Representatives supported a
"sense of the House" resolution

opposing taxation of health care
benefits.

Still, the issue is not dead, Ms.

Borzi said, noting that Richard
Darman, the director of the Office

of Management and Budget and a
powerful figure in the Bush ad-
ministration, has sent out signals

that the administration might not
oppose such a tax.

The session was moderated by
Barbara Whitcher, director of ben-

efit design and communications for
John Hancock Mutual Life Insur-

ance Co. in Boston. The coordina-

tor was Mary A. Fruen, senior staff
executive, also with John Hancock
in Boston. •
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Federal intervention in health care
By MICHAEL BRADFORD Bigger role seen to fix system's illsBOSTON The odds of the fed-

eral government increasing its in-
volvement in the U.S. health care

system are rising along with health
care costs, according to a panel of
experts.

"There is clearly a general feel-
ing that the health care system in
the United States isn't working,"
said Kenneth F. Clarke, regional
director of Godwins International

Holdings Inc. in Atlanta, a unit of
Frank B. Hall & Co. Inc.

"I forecast, as a consumer and a
consultant, that there will be gov-
ernment intervention in the near

future," Mr. Clarke said during a
panel discussion on the prospects
of government intervention in the
health care system at the 28th an-
nual Risk & Insurance Manage-
ment Society conference in Boston
last week.

"This intervention may take the
form of a new delivery system; it
may take the form of a general tax
extending Medicare to uninsureds
on a national scale;" or it may the
the form of mandated employer-
provided health care benefits for
all workers, he said.

But, John Krichbaum, director of
health policy development for the
American Medical Assn. said the

real question is: "Will Uncle Sam
greatly expand" government's
role?

Many AMA members feel that
the government has been involved
in national health care for several

years, Mr. Krichbaum noted.
"Look at the Medicare program;

look at the Medicaid program," he
said.

However, he said, these pro-
grams are "certainly not models
for great expansion of government
into the financing of health care."

"The Medicare program is
headed toward bankruptcy," he
asserted.

And, "in the Medicaid program,
only about 42% of those below pov-
erty are actually covered by the
program," he said.

Mr. Clarke expects that the fed-
eral government will create a na-
tional health care system.

A national health care program
could cost up to $100 billion, Mr.
Clarke said.

"Nonetheless, the replacement of
well-designed corporate systems
by government intervention is a
real possibility," he said.

A workable plan for a national
care system, though, is not forth-
coming, panelists said, notwith-
standing proposals·by Sen. Edward
M. Kennedy, D-Mass., (BI, July 17,
1989) and the Pepper Commission
(BI, March 12) that would require
employers to provide group health
care plans meeting federal stan-
dards (see story, page 26).

But, Marcia Horton, second vp-
government relations at Linc6ln
National Corp. in Fort Wayne,
Ind., said she does not support
having the government fully con-
trol of the health care system.

"When I think of government
doing anything more efficient and
better than private enterprise, I
think it's funny," she said.

However, Ms. Horton said a

"public/private partnership" of in-
surers and government could help
control costs.

For example, Medicaid benefits
could be provided to everyone
below the poverty line, she said.
And for the "near poor who are
working," the government could
partially subsidize the cost of their
coverage.

If the current U.S. health care

system is not scrapped in favor of a
national program, changes still are
needed to ensure its survival, the
experts agreed.

Mr. Krichbaum listed several

AMA priorities for fine-tuning the
health care system (BI, March 12).
Among other things, the AMA rec-
ommends:

• Expanding Medicaid to cover
all Americans below the poverty
level.

• Creating state risk pools to
provide health care coverage to in-
dividuals with poor health who
cannot now obtain coverage.

• Reforming medical malprac-
tice liability laws to reduce costs
associated with "defensive medi-

cine" and medical malpractice in-
surance.

Mr. Krichbaum said doctors now

feel they have to do "everything

conceivable" to avoid a malprac-
tice suit-

Ms. Horton agreed that the
threat of lawsuits drives up the
cost of health care.

Doctors and hospitals are careful
to use only state-of-the-art tech-
nology for tests, and "that technol-
ogy is not inexpensive," she said.

"We've heard hospitals say that
unless they have the latest equip-
ment, they could be open for mal-
practice claims," she said.

Mr. Krichbaum said he also op-
poses state-mandated benefits.

"There's nothing that's added
more to the cost of health insur-

ance than the 700-plus mandated

benefit laws across the states," he
said.

It is obvious why companies
operating in several states choose
to self-insure rather than deal with
various laws that mandate bene-

fits, Mr. Krichbaum observed.
Eliminating state mandates

would make coverage more afford-
able for small employers, Ms. Hor-
ton agreed.

Two states-Washington and
Virginia-have passed laws reduc-
ing mandated benefits for small
employers (BI, April 2; March 26).
And legislation pending in Illinois
also would reduce such benefits

(BI, April 16).

Mr. Krichbaum also said that

employers' health care expendi-
tures would decrease if benefits
were taxed.

"There needs to be a limit on the

amount of health care benefits that

the employee can receive tax free,"
he asserted.

"Employers can continue to be
able to provide whatever amount
of health care benefit they choose
and deduct it as a business ex-

pense. However, at some point, em-
ployees must be taxed on that ben-
efit."

Such taxes would reward "eco-

nomical health care insurance

choices," he said.

Paul Clancy, director of risk
management at Boston University,
moderated the session. Mr. Clarke

coordinated the session. I
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Incentives to prefund reti ree care unlikely
By JERRY GEISEL

BOSTON-Employers should not
count on tax breaks from Congress
for pref,inding retiree health care
liabilities, a benefit consultant
warns.

Legislation providing employers
such incentives is unlikely at a
time of large federal budget defi-
cits, said Stuart Rubinstein, a se-
nior consultant with Cooper & Ly-
brand in Boston.

Legislators are more interested
in finding ways of extending
health care coverage to the unin-
sured than giving companies tax
breaks for retiree health care pre-
funding, said Mr. Rubinstein last
week at the 28th annual confer-

ence of the Risk & Insurance Man-

agement Society in Boston.

And in the unlikely event legisla-
tors reverse course and approve
new tax breaks, they undoubtedly
would impose new vesting sched-
ules for retiree health care bene-

fits, according to Mr. Rubinstein.
Federal vesting rules-estab-

. lished by the Employee Retirement
Income Security Act of 1974-now
apply only to pension benefits.

Vesting rules "may be the price
that would have to be paid" for re-
tiree health care funding tax
breaks, Mr. Rubinstein said.

To date, legislators have been
more inclined to take away the few
tax breaks that had existed for

prefunding retiree health care lia-
bilities, Mr. Rubinstein said.

For example, under the Deficit
Reduction Act of 1984, employers
lost their ability to tax-effectively

prefund retiree health care liabili-
ties through special trusts known
as Voluntary Employee Beneficiary
Assns.

While employers can take tax
deductions for retiree health care

contributions to the trusts, invest-
ment income earned on assets held

by VEBAs is subject to taxes.
"A lot of employers no longer are

putting money into their VEBAs"
for retiree health care expenses,
Mr. Rubinstein said.

And last year, Congress over-
turned several Internal Revenue

Service rulings that expanded em-
ployers' ability to prefund retiree
health care liabilities through a
special arrangement known as a
401(h) account.

Generally, contributions to a
401(h) account cannot exceed 25%

...ENCOURAGEDTODOEVENBETTER.

of the total amount contributed to

a defined benefit pension plan and
the 401(h) account.

For example, if an employer
made a $12 million contribution to
its pension plan, it would be al-
lowed a tax-deductible $4 million

contribution to the 401(h) part of
the plan.

However, for many employers,
this ability to contribute to a
401(h) arrangement had little
practical significance because
their pension plans were either
fully or overfunded.

As a result, they could not make
additional pension contributions
and, thus, no 401(h) contributions.

However, a March 1989 IRS let-
ter ruling suggested that even if
the pension plan were fully funded,
an employer still could make con-
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tributions to a 401(h) arrangement,
based on the annual cost attribut-

able to the pension plan rather
than the amount actually contri-
buted to the plan.

The 1989 budget reconciliation
law, though, wiped out that ex-
panded opportunity to prefund
through 401(h) by overturning the
IRS private letter ruling, Mr. Ru-
binstein said.

As a result, a 401(h) account "is
not a viable alternative for com-

panies with fully funded pension
plans," he said.

But, while legislators have
largely been unsympathetic to em-
ployer demands tax breaks on re-
tiree health care funding, there is
congressional interest in allowing
companies to transfer surplus pen-
sion assets to 401(h) accounts, Mr.
Rubinstein said.

For example, the House of Rep-
resentatives last year approved a
provision as part of budget rec-
onciliation legislation that would
have allowed employers a one-time
opportunity to transfer surplus
pension assets into a 401(h) ac-
count. The proposal later was
killed in a House-Senate confer-

ence committee (BI, Nov. 27, 1989)
While the proposal died, the idea

of allowing employers to transfer
surplus pension assets-without
terminating their pension plans-is
likely to continue to receive con-
gressional consideration because it
actually would increase federal
revenues, Mr. Rubinstein said.

That is because companies trans-
ferring surplus assets to 401(h) ac-
counts would cut back on their

tax-deductible contributions for

current retiree health care ex-

penses. As a result, they would
have increased taxable income.

While Congress is not likely to
provide tax breaks, there are steps
that employers can take to try to
bring retiree health care costs
under control, Mr. Rubinstein said.

For example, employers should
identify retiree health care claims
that are likely to result in big bills
and apply case management tech-
niques, he said. Uhder case man-
agement, cases that are likely to
result in big medical bills are iden-
tified and strategies for providing
alternative, but high-quality, care
are developed.

"Our clients have been able to

save big dollars" through case
management, he said.

In addition, employers can raise
premium contributions and de-
ductibles and coinsurance require-
ments for retirees.

Retiree "cost-sharing is the only
long-term method of controlling
costs" Mr. Rubinstein said.

Employers also are beginning to
link the amount of health care cov-

erage they will provide retirees to
the number of years of service the
retirees provided, Mr. Rubinstein
said.

For example, at Data General
Corp., a Westboro, Mass.-based
computer manufacturer, the com-
pany will pay $50 a month toward
the health care premium for re-
tirees 65 and older with 20 years of
service, said Ganne DeSomery,
director of corporate risk manage-
ment.

However, the company will pay
only $37.50 a month toward the
health care premium for retirees
with between 15 years and 19 years
of service and $25 a month for re-
tirees with between 10 and 14

years of service, Mr. DeSomery
said.

Data General decided to limit its

contributions for retiree health

care coverage to gain more control
over costs, Ms. DeSomery said.

Ms. DeSomery moderated the
session. Larry Schumer, a partner
in Coopers & Lybrand's Boston of-
fice, coordinated the session. I
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Bucking the conventional wisdom
By MICHAEL BRADFORD
BOSTON-Conventional wisdom

says captives should not write
health insurance, but that notion
is not necessarily accurate, a con-
sultant and captive expert says.

D. Hugh Rosenbaum, principal
with the Tillinghast division of
Towers, Perrin, Forster & Crosby
Inc. in Stamford, Conn., remarked
that -everybody says it's not a
good idea for a captive" because
health coverages often "run at
break-even or a loss."

"I'm here to tell you, there are
two applications that will work,"
said Mr. Rosenbaum.

Specific stop-loss insurance for
eases that cost more than about

$100,000 and aggregate stop-loss
insurance are perfect candidates

Expert touts health insurance captives
for funding through a captive, ac-
cording to Mr. Rosenbaum. "Those
are very specialized kinds of cover-
ages that are often charged for se-
parately in medical plans and very
often are overcharged."

Mr. Rosenbaum said he is work-
ing with two clients that are using
captives to fund the excess medical
exposure.

"Like property insurance, the
results are up and down" for the
clients that use the captive for
those coverages,· he said. "But
overall, the result is up."

Mr. Rosenbaum was the coordi-
nator of a seminar that focused on
the use of captives to fund em-

The most

ployee benefit plans. The session
was part of the 28th annual Risk &
Insurance Management Society
conference held last week in Bos-
ton.

Mr. Rosenbaum pointed out that
the U.S. Virgin Islands is the only
U.S. domicile that allows captives
to act as direct insurers of em-
ployee benefit plans.

The Employee Retirement In-
come Security Act prohibits off-
shore insurers from directly writ-
ing group health insurance
programs. However, while the U.S.
Virgin Islands is regarded as an
offshore domicile for tax purposes,
a Labor Department ruling defines

innovative name
in maintenance
prescription
drug programs

the territory as a "state" under
ERISA.

"Why are there not dozens and
dozens of captives there?" Mr. Ro-
senbaum asked.

Many captive owners are uncer-
tain about how to structure such a
company and are afraid to chance
a loss with an unfamiliar concept,
he said.

And, the U.S. Virgin Islands law
allowing captive formation is
"horrendously complicated," he
added.

However, Mr. Rosenbaum noted
that the domicile has re-drafted its
captive insurance law and hopes to
attract companies if the Legisla-

Before prescribing a mail.order maintenance drug
program for your employees, learn more about the
benefits that make FlexRx the most innovative name
in prescription benefit programs: unique walk-in store
feature, drug utilization reviews, computerized patient
profiles and electronjc claims filing. FlexRx suits your
benefit needs and saves you money.
Call Linda Schuetz, R.Ph., at 800-634-9704,
for additional information.
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ture approves the amendments.
Mr. Rosenbaum also said that

many single-parent captives are
exploring the possibility of rein-
suring employee benefit coverages,
like health insurance, through
their captives in other domiciles
because owners perceive the cap-
tive insurer as having an excess of
reserves.

"Many of my consulting assign-
ments start out with captive
owners saying they are thinking of
expanding and they are looking at
benefits," said Mr. Rosenbaum.
That action is usually prompted by
financial management that sees
what it perceives as "too much
money" in the captive, he ob-
served.

Management may also be disillu-
sioned by,what it thinks is a small
rate of return on capital invested
in the insurer, said Mr. Rosen-
baum. For example, a captive that
returns only 11% of capital may
prompt financial officers to say
"either you show me something
better than that or let's do some-

thing else" with some of the capi-
tal.

J. Brady Young, a consultant in
Tillinghast's London office, told
attendees at the seminar that not

all corporations find it a good idea
to fund benefits in a captive.

He referred to a large United
Kingdom-based corporation that
considered funding pension death
benefits through its captive. "The
premium was in excess of $1.5 mil-
lion pounds," said Mr. Young.

But the corporation considered
fronting fees and administrative

'There are two

applications' for
benefit captives 'that

will work,' says
Mr. Rosenbaum.

costs, "it didn't make a lot of
sense" to use the captive for that
benefit, said Mr. Young. "What's
possible and what's practical are
often two different issues. That has
to be looked at."

Mr. Young did say, however, that
many U.K. companies are consid-
ering captives for insuring private
medical benefits that supplement
workers coverage through the na-
tional health system.

Meanwhile, the captive insur-
ance industry continues to remain
strong despite some expectations
that it might have been hurt by tax
reform in the United States, said
Mr. Rosenbaum.

"It remains quite vital," he said
of the captive scene, "despite the
news that it has been knocked for a
loop by taxes."

According to numbers compiled
by Tillinghast, there are 2,040 sin-
gle-parent captives in various
world domiciles and 945 group-
owned companies.

Those captives generate $9.5
billion in premiums and boast cap-
ital of $10 billion, he said.
- "If you have insurance business

that produces less claims and
losses than premiums and invest-
ment income, then you have the
basis for a captive," said Mr. Ro-
senbaum.

Panelist Michael Ponicall, vp of
TPF&C International Benefits, an-
other division of Towers, Perrin,
Forster & Crosby Inc., in New
York, told the group that multina-
tional pools continue to offer large
corporations a vehicle for funding
benefits (see story, page 16).

Michael F. Grace, risk manager
at United Banks of Colorado in

Denver, served as panel modera-
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Benefits vete rans offer tips to rookies
By ADRIENNE C. LOCKE

BOSTON-Rookie employee
benefit managers can help smooth
out what probably will be a tumul-
tuous time in their careers by bon-
ing up on key benefit laws and stu-
dying their companies' benefit
philosophies, experts suggest.

New managers often find them-
selves deluged with rules and regu-
lations they need to understand
and master quickly. Many will
have to make important funding,
administrative and design deci-
sions fairly early in their careers,
according to a panel of veteran
benefit experts.

But many new benefit managers
do not know where to begin edu-
eating themselves, experts said at a
session during the 28th annual
Risk & Insurance Management So-
ciety conference last week in Bos-
ton.

And yet, "health employee bene-
fits have captured the attention of
every QEO and financial officer in
the entffe country, and as a benefit
manager you are at the focal point
of that attention and are in a posi-
tion to have an impact at your
company," said David T. Mohler,
director of employee benefits at
United Technologies Corp. in De-
troit.

Benefit managers must first
know and understand the laws that

shape employee benefits, said
Kathleen A. Sheldon, director of
U.S. employee benefits at Wang
Laboratories Inc. in Lowell, Mass.

The creation of Social Security
and Medicare represent the first of
many laws that either establish or
affect employee benefits, said Ms.
Sheldon.

With the advent of employer-
sponsored benefits programs and
the abuse and mismanagement of
some of these plans that followed,
the Employee Retirement Income
Security Act of 1974 was passed to
provide beneficiaries with some
protection, she said.

ERISA established funding re-
quirements for pension and wel-
fare benefit plans; fiduciary re-
sponsibility for plan trustees and
administrators; vesting schedules;
and reporting and disclosure re-
quirements.

Ms. Sheldon also outlined other

significant benefits laws:
• The Age Discrimination in

Employment Act of 1978, which
ended forced retirement at age 65,
and the 1986 amendments that

prohibit forced retirement at any
age.

• The Revenue Act of 1978,
which created Section 401(k) de-
fined contribution plans and Sec-
tion 125 cafeteria plans.

• The Pregnancy Discrimination
Act of 1978, an amendment to Title
VII of the Civil Rights Act of 1964
that prohibits discrimination on
the basis of "pregnancy, child-
birth, or related medical condi-
tions."

• Provisions of the Consolidated

Omnibus Budget Reconciliation
Act of 1985 that allow a terminated

employee to obtain continued
health care coverage for himself
and his dependents from his for-
mer employer at 102% of group
rates.

New managers should not be
afraid of changing plans-if their
alterations are necessary and
within the goals of the plan-be-
cause everyone has different ways
of approaching the same problems,
said Dave Fisher, risk and benefits
manager at Mitsubishi Electric
America Inc. in Cypress, Calif.

After reviewing all benefits cur-
rently offered, new managers
should drop the benefits that do
not meet company objectives, he
said.

"Whatever fits or works for you,

do it," Mr. Fisher advised.
Mr. Mohler of United Technolo-

gies agreed, but added that the new
employee benefit manager has to
remain flexible.

"Make a road map so you can
plan where you want to be in the
future, but don't read that road

map as if it is cast in stone-make
it dynamic," he said.

Sandra K. Kertz, health prod-
uct executive at John Hancock Mu-
tual Life Insurance Co. in Boston,
said new employee benefit manag-
ers also should evaluate a com-

pany's "internal environment"
when determining how to control
benefit costs.

"As an employer, you are limited
to what you can do to affect your
cost of health care. You can either
affect the price of goods or the

usage," she said, referring to cost
shifting and reducing benefits, re-
spectively

According to Ms. Kertz, an em-
ployee benefits manager must look
at:

• The company's profitability. If
the company is financially
strapped, it cannot afford rich
benefits.

• Whether the company is con-
cerned more about product compe-
tition or competition for workers.

Employers in a competitive
product market have to be con-
scious of benefit costs. But those in

a competitive employee market
have to attract and retain workers

with rich benefit programs.
• Whether the company has a

tradition of offering the newest
and most innovative benefits

available.

• Whether the company wants to
offer certain benefits regardless of
price.

• State-mandated benefits.

Employee benefit managers also
should be aware of the trends that

may affect benefit packages in the
future, said attorney Robert C.
Macaulay of Ropes & Gray in Bos-
ton, who specializes in employee
benefits law.

Demographic trends, such as
aging baby boomers, will lead to
increased demand for medical ser-

vices and more coverage for hospi-
tal inpatient days, Mr. Macaulay
predicted.

In addition, economic trends,
such as the federal deficit, will cre-
ate more governmental pressure to
tax employee benefits, according

Whatever the Setting,
Our Utilization Management System
Doesift Miss a Beat.

Lueeping a step ahead is vital to our customers'
success. So, we listen carefully to the pulse of managed
care trends.

This approach enables us to deliver innovative
solutions that help reduce costs and improve care
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outpatient review. All in a single system.
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independent outpatient services. Psychiatry,
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In addition, with CertiFacts' case management
capabilities, you can monitor one or all phases of an
entire episode of care. Whatever the clinical setting,
your utilization management program won't
miss a beat.

At the heart of CertiFacts is an extensive expert-
knowledge database. It indudes normative clinical
data for more than 10,000 procedures and diagnoses,
updated regularly as medical criteria change.

to Mr. Macaulay
He also believes more employee

benefit plans will increase deduct-
ibles and copayments for partici-
pants with unhealthy lifestyles.

"Benefit plans won't pay if you
are not doing your part to manage
your condition," he said.

For example, at Gosnell Devel-
opment Corp., workers who do not
use tobacco and who meet weight
requirements will get rebates on
their monthly health care premi-
ums under a new incentive-driven

self-insured program (BI, April
23).

United Technologies' Mr. Mohler
was the moderator for the session.
Christine Morley and Mary Em-
sheimer, marketing assistants at
John Hancock in Boston, coordin-
ated the session. m
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Case manager views role in AIDS care
By JUDY GREENWALD

B OSTO N-C a se ma n agem en t
can reduce the cost of treating co-
vered lives with AIDS while assur-

ing quality care, but employers

should know when it is most ap-
propriate, says a case manager.

"Wait until the timing is right

before you start to implement"
such programs, advised Jackie Ma-
zoway, product manager for medi-
cal case management at Intracorp,

the Berwyn, Pa.-based utilization
review firm unit of CIGNA Corp.

For instance, case management

is not necessary for an employee
who is taking AZT as treatment for
acquired immune deficiency syn-

drome and misses work only on an
occasional afternoon for blood

transfusions, Ms. Mazoway said,
noting that one side effect of the
drug azidothymidine is a lower
blood count.

Employers should recognize that

even case management cannot al-
ways manage all costs, Ms. Ma-
zoway said at a session on how to
handle AIDS cases during the 28th

annual Risk & Insurance Manage-
ment Society conference in Boston
last week.

"You don't want to manage what
you absolutely cannot manage,"

Ms. Mazoway observed.
For example, she cited the case

of a mother who insisted on expen-
sive treatment to extend the life of

her dying son for only a short time.
Little can be done to manage such
costs, she said.

However, a case management

approach in chronic cases could
help extend the patient's life as

well as help an employer contain
treatment costs, Ms. Mazoway
said.

Ms. Mazoway described the 1
major phases of medical case man-

agement:
• Early identification.
AIDS cases can be identified in

the early stages by looking for
some "red flags": certain infec-
tions often related to AIDS; ex-

cessive claims; or a claim to pay for
AZT.

• Assessment, which involves
several factors.

For example, Ms. Mazoway said
case managers should consider a
physician's treatment plan. That
doctor's perception and know-
ledge of the case are critical, she
said.

Physical capabilities and limita-

tions of the person with AIDS also
should be considered, she said. For

example, does the person with
AIDS have to walk up several
flights of stairs to reach his or her
home? Ms. Mazoway asked. If so,
the case manager should consider
if he or she can go home.

Case managers also should factor
in whether the person with AIDS is
taking prescription drugs and what
the the potential side effects of
those drugs may be. For instance,
nausea may not be the side effect
of a drug but rather an indication
that the person with AIDS may

have a dangerous virus, Ms. Ma-
zoway noted.

The case manager also should
determine whether the person with
AIDS is taking any non-prescribed
medications, she said. Some pa-
tients are reluctant to tell their

physicians about such drugs,
which can interfere with the

effectiveness of prescribed medica-
tion.

Psychosocial factors-such as
support from family, a friend or
lover and a community-are also
important, Ms. Mazoway said.

Ms. Mazoway also discussed fi-
nancial aspects that must be con-
sidered during the assessment
phase, including the availability of
assistance from community pro-
grams, Social Security and other

sources.

"There's a lot of these programs.

You just need to know where they
are and how to access them," she
said.

Case managers sometimes fall
short in this area, she said after the
session.

• Coordination.

This phase involves identifying a
treatment team for the patient, a
support team, alternative care pro-
viders and the extent of the pa-
tient's financial resources, Ms. Ma-

zoway explained.
An emergency back-up plan for

the patient's care also should be

developed in case a primary plan of
treatment, such as home health
care, falls through, she said.

"You've got to have a back-up
plan in place," Ms. Mazoway

stressed.

• Ongoing evaluation.

The treatment plan must be eva-
luated, Ms. Mazoway stressed.
"You need to make sure it's work-

'You don't want to

manage what you
absolutely cannot

manage,' says
Ms. Mazoway.

ing," she said.
Bradley R. McDonald, corporate

director-health systems for Minne-
apolis-based Honeywell Inc., said
AIDS cases have "melded into the

mainstream of case management."
The Minneapolis-based manu-

facturer manages AIDS cases
about the same way it handles
other cases involving chronic dis-
eases, he said.

Supervisor training is an impor-
tant element in Honeywell's ap-
proach, Mr. McDonald noted.

For supervisors, the company
provides AIDS education; disabil-
ity management and job accommo-
dation training; and case study re-
views and group discussion.

Mr. McDonald said disability
management should focus on sup-
porting and assisting the supervi-
sor. As more of the workforce con-

tracts AIDS and continue to work,
"this is going to become increas-
ingly important in the future," he
said.

But, Robert Bazell, health and

science correspondent for NBC
News in New York, said AIDS

began as a disease of the inner city
and homosexuals, and he believes
"it's going to stay that way."

The disease has "imploded''
among those two populations
rather than "exploded" beyond
them, he said.

"It's not an issue that's going to
be a giant issue for many com-
panies," though people with AIDS
should be treated with compassion,
Mr. Bazell said.

Howard A. Tawney, director of
personnel at the Human Resource
Institute in Brookline, Mass., mo-
derated the session.

Susan Fazo, Intracorp's director
of corporate communications,
coordinated the session. I
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Wellness programs' extra benefits praised
By MARK A. HOFMANN

BOSTON-Wellness programs
have the potential to do much more
for employers than contain health
care costs, a claims manager says.

A wellness program offers social
and recruiting benefits as well as
helping employers control health
care costs, said Edward P. Hol-
leran, president of third-party ad-
ministrator ESIS Inc, a unit of
CIGNA Corp. in Philadelphia.

Employers, therefore, should not
look only at dollars and cents when
putting together a wellness pro-
gram, Mr. Holleran cautioned at a
session, titled "Worker Wellness-
Is it Financially Terminal?" at the
28th annual conference of the Risk

& Insurance Management Society
in Boston last week.

The so-called "graying of
America" has made corporate
wellness programs an integral em-
ployee benefit that employers can-
not afford to be without, Mr. Hol-
leran said.

"We are about to experience the
worst labor shortage since the
1850s," Mr. Holleran said.

As a result, he explained, the
labor force is going through the
same metamorphosis that farm fa-
milies experienced roughly 150
years ago, when the size of farm
families shrank dramatically,
pushing up the average age of farm
workers.

''We are beyond the Baby
Boom," and the average age of em-
ployees is projected to increase
from 35 currently to about 42
within about 10 years, he said.

Many employers have put their
faith in automation to compensate
for the shrinking workforce, but
"computers can only do so much,"
Mr. Holleran said.

As a result, some workers will

not be retiring as early as others
have been able to in recent years,
he said. And, with age, workers be-
come more prone to illness and, in
some cases, on-the-job accidents.

But, wellness programs that em-
phasize healthy lifestyles and fit-
ness can help keep aging work-
ers on the job, according to Mr.
Holleran.

Such programs also can help at-
tract workers, he said.

"Very frankly, it's a recruiting
tool," Mr. Holleran said. Young
professionals often are more health
conscious than their predecessors,

and many ask about health pro-
grams when interviewing for jobs,
he noted. Wellness programs dem-
onstrate that a firm cares about

employees, Mr. Holleran said.
About 25% of the 4,500 employ-

ees at CIGNA's home office in

Philadelphia participate in a com-
pany wellness program, he noted.

The program is "justified at
CIGNA on a qualitative," rather
than quantitative, basis, he said.

Rafael E. Castillo, risk manager
for Adolph Coors Co. of Golden:
Colo., and the session's moderator.
agreed that worker wellness pro-
grams involve more than bottom-
line concerns.

Mr. Castillo said Coors launched

its wellness program in 1981 as a
reflection of Chairman William K.

Coors' philosophy. Mr. Coors be-'
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lieved that the company should en-
courage its employees to pursue a
healthy lifestyle, Mr. Castillo said.

"The company has a moral obli-
gation to develop and maintain a
work environment that encourages
every employee to be dedicated to
wellness," says company literature
about its wellness program.

A corporate wellness center at
Coors' headquarters in Golden
provides employees with such di-
verse activities and options as a
health hazard appraisal; medical
screening for participants in physi-
cal fitness programs, including
cholesterol screening, body fat
measurements, education on the
use of exercise equipment and
treadmill screening; and blood
pressure and breast cancer screen-
ings (BI, April 16).

The Coors program also includes
nutrition education; stress man-
agement; a coronary risk identifi-
cation and behavior modification

program; parenting skills; weight
management; smoking cessation;
prenatal programs; cardiac and or-
thopedic rehabilitation; and back
care programs.

And, the wellness program has
helped the company control health
care costs, Mr. Castillo said.

For example, Mr. Castillo cited
the mammography screening pro-
gram as an example of how Coors'
corporate wellness program has
paid off: Coors estimates that the
program has saved the company
about $225,000 during the past
three years.

Treating breast cancer detected
in its early stages costs an esti-
mated $18,000 a ease. Treatment
costs soar to about $60,000 per
case if the cancer is not detected

until its later stages, he said.
But, in general, the problem of

tracking the cost-effectiveness of
wellness programs defies an easy
solution, Messrs. Castillo and Hol-
leran acknowledged.

Worker wellness programs,
which are relatively new, have not
yet built up a large body of data
illustrating their cost effectiveness,
and relapses continue in programs
that help workers quit smoking or
lose weight, Mr. Holleran said.

Measuring savings from the pro-
grams is extremely difficult, be-
cause no one can say with au-
thority how much poor health and
unhealthy lifestyles actually cost
an employer, Mr. Castillo said.

For example, when Coors in the
early 1980s was researching the
cost to the company of unhealthy
worker lifestyles, consultants' esti-
mates ranged from $2 million to

self-insures its health care, work-
ers compensation and long-term
disability plans, he said.

Estimates of savings generated
by the wellness program range
from $1.25 to $8 for every dollar
spent on the program, he said.

In addition, Coors workers are
scattered across the country, which
presents another problem, Mr.
Castillo said. While the company
in some case has been able to con-

tract with local health clubs and

gyms to provide services such faci-
lities are not readily available near
other Coors locations, he noted.

Still, the Coors wellness program
is here to stay, he said. "Is worker
wellness financially terminal? We
don't think so at Coors."

Other speakers were James M.
Stohan, executive vp-administra-
tion for Denver-based VICORP

Restaurants Inc., and Dale Wyd-
man, risk manager for Denver-
based Anschutz Corp., a holding
company with energy, real estate
and railroad operations. Neither
firm has a wellness program.

Robert R. Deist, managing direc-
tor of Marsh & MeLennan Inc.,
Denver, coordinated the session. •
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Savings from claims data analysis viewed
By CHRISTINE WOOLSEY

BOSTON-Employers do not al-
ways have to overhaul their health
care plan designs to control sky-
rocketing health care costs, says an
expert on health claims processing.

Instead, employers can contain
health care costs with only minor
plan changes that are based on an
analysis of claims data, according
to Stephen F. Coady, president and
chief executive officer at Health

Economics Corp., a claims pro-
cessing and utilization manage-
ment firm in Dallas.

Perhaps the most important
measure benefit managers can
make in analyzing claims data is
the relationship between benefit
utilization and the age of workers,
Mr. Coady explained during a ses-

sion on claims data at the 28th an-

nual Risk & Insurance Manage-
ment Society conference last week
in Boston.

A data base that provides the
ages of plan participants and their
utilization of specific benefits
gives employers an accurate idea of

where they are spending the most
money for health care, he said.

For example, employers can ask
their claims processor to create a
data base detailing hospital costs
associated with different types of
treatment, such as psychiatric and
substance abuse, oncology and car-
diology.

A claims processor could further
identify the age and sex of employ-
ees who use these services most

-often.

Mr. Coady presented health care

41

data for a sample company that
showed about 50% of the com-

pany's psychiatric and substance
abuse costs were attributable to

women aged 18 to 24.

'Access to this type
of data allows you to'
target overutilization
and large exposures,

says Mr. Coady.

Pinpointing that information
gives that company's benefit man-
ager an idea of how to change the
company's benefit plan, Mr. Coady
said.

The revolving door stops
at San Marcos Ireatment Center.

Difficult-to-treat. Treatment-resistant. Hard-to-

manage. Whatever adjective you use, you know the
kids we're talking about. They're the ones who drain
company resources through repetitive psychiatric
hospitalizations.

As the first of the nationally recognized Brown
Schools Hospitals, San Marcos Treatment Center
has been providing care for difficult-to-treat adoles-
cents with complex multiple diagnoses for over 50
years. Our well-trained, seasoned specialists
are strong on case management and discharge plan-
ning. Our comprehensive range of clinical services
ensures that patients receive appropriate levels of
care. Cost efficiencies are achieved through effective
use of state-of-the-art treatment methods.

"Access to this type of data
allows you to have targeted inter-

ventions aimed at the people who
are overutilizing a benefit or who
are the biggest exposures," Mr.
Coady said.

Therefore, rather than eliminate
its mental health care benefit, the

employer in the example could
limit the number of covered inpa-
tient days available to its workers'

dependents, he said.
And "figuring out what percent-

age of employees make up the
highest cost in the plan" allows
employers to start case manage-
ment efforts early to ensure all
treatment is necessary and cost-ef-
fective, he said.

Mr. Coady also noted that claims
data may be useful in negotiating
labor contracts.

Our track record speaks for itself. Current out-
come statistics show that at one year post-discharge,
59 percent of our patients retained or improved upon
the gains made in treatment, and 69 percent are
reported by parents to be in good to excellent condi-
tion. Results like that show up on your bottom line.

Stop the revolving door you face with difficult-to-
treat outliers. Call the San Marcos Treatment Center.

1-800-251-0059.

San Marcos Treatment Center
 A Brown Schools

'4 Psychiatric Hospital

Accredited by the Joint Commission on Accreditation of Healthcare Organizations * RO. Box 768. San Marcos, Texas 78667-0768

For example, during union nego-

tiations, employers often suggest
increasing workers' copayments
for certain benefits to 20% from

10%, Mr. Coady said.
But claims data may indicate

that only 10% of workers account
for 80% of health care costs.

Therefore, while the increased

copayment may help the employer
somewhat, that 1 0% of workers

still will run up health care bills
far exceeding their out-of-pocket
limit, he said.

Mr. Coady said employers also
could use utilization data to set

performance standards for health
care service vendors.

Employers could present UR
firms comparisons of their work-
ers' utilization patterns and those
of workers nationwide as surveyed
by benefit consultants or health
care organizations like the Ameri-
can Medical Assn.

For example, an employer could 4
compare the relative frequency of
Caesarian section births within its

employee population to frequency
level of Caesarian sections per-
formed nationally.

"Most self-funded clients are

showing about a 30% rate for C-
section deliveries," Mr. Coady said.
However, most obstetrics and gyn-
ecologists physicians suggest that a
12% rate is more appropriate,
noted.

Employers that find their co-
vered lives' Caesarian section birth

rates are higher than the norm can
approach utilization review firms
and suggest that savings may still
be available, he said.

"Tell them you did studies on a

specific diagnosis and you want '
them to bring down utilization to
·normal use pattern," Mr. Coady
said.

"You can calculate substantial

reductions to your health care pro-
gram by challenging C-section
rates," he said.

Those savings could allow em-
ployers to implement programs de-
signed to reduce expensive health
care problems, he said.

For example, claims data analy-
sis may show an employer that the
rate of premature births among its
covered lives is far higher than the
national average of about 4% to
6%, Mr. Coady explained.

That data should alert the em-

ployer "to the importance of hav- ,
ing a prenatal health care pro-
gram," Mr. Coady said.

However, many programs re-
quire that the mother pay for pre-
natal care upfront.

"If a mom feels well or doesn't

have the money to pay for prenatal
care, she won't be identified as a
candidate for high-risk preg-

nancy," Mr. Coady explained.
Proficiency at producing useful

reports is not easily attained, Mr.
Coady admitted.

But, the real challenge is captur-
ing the right type of data to ana-
lyze, he said.

Typically, that data includes in-
formation on claims paid and de-
mographic information on em-
ployee populations.

"Most systems don't capture and &
most processors aren't keypunch- j
ing the type of data you need. I
urge you to attach to any renewal 5
agreements with TPAs a sheet de-
tailing the type of data you want
them to capture," he said.

Mr. Coady recommends that any
claims processing agreements with
vendors spell out who owns the 
data.

Many times employers that not
perform their own claims pro-
cessing find that the vendor they
are using has proprietary rights
over the data, he warned. As a re-
sult, an employer may not be able
to capture the particular data it
wants. •
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Everybody knows it's time health benefits started

making sense again. But not everyone has a clear

picture of how to get costs under control.

At Lincoln National Employee Benefits, we see a

future where people have greater control over health

care costs than they ever thought possible. And we see

that future beginning today.

We've listened to brokers. To employers and pro-

viders. And to our covered members. Everybody who's

involved. And we've responded with product and fund-

ing options so flexible, you'll be sure to get the most

out of your benefits. With the support of solid provider

networks, sophisticated medical management services,

and highly-trained Employee Benefits Managers who

serve as managed care consultants, not just salespeo-

pie. Local market management, with the knowledge

and the power it takes to help make smart decisions for

local companies. And some of the most advanced man-

agement information capabilities in the business.

We're out to become a leader in managed care. And

since we're part of the 7th largest insurance holding

company in the U.S., we have what it takes to remain a

5  leader. Along with a package of innovative products

and services that, until today, might only have been

envisioned in the future.

For more information, contact your broker or call

your local lincoln National Employee Benefits Office.

® LINCOLNNATIONAL

EMPLOYEE BENEFITS
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Integrated managed care. The future is here.
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M yhappyreturns.
It's only an empty chair. Except when the person who's usually in

it happens to be on disability leave.
In which case that empty chair could cost your company untold

thousands in disability benefits. Not to mention the loss in productivity
Which happens to be where the CIGNA companies come in.

We've been in the

LTD business ever since

there's been an LTD

business.

And, from day one,
< disability management

services for both short-

term and long-term
products have always
been an integral part of
our program.

In fact, over the past
twenty years, our
rehabilitation specialists
have led the entire

industry in returning
people to productive
lives. While helping to

cut costs for countless employers. Saving an average of $20.00 for
every $1.00 invested in cost-reduction programs.

If you would like to learn more about our short- and long-term
disability programs, please address any questions you may have to
the CIGNA companies: Fax (215) 523-7915.

You'll find that no one has matched our experience or our record.
And returned so many people to their seats.

Policies are underwritten by Life Insurance Company of North America and Connecticut General Life Insurance Company.

We getpaid for resultsI CIGNA
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Benefit costs beyond Tringe'
Contributions from employees can ease burden

By Holly King accused of being irresponsible spenders of

h,Klilf, 1,1 " R
Speaking out employers' money, employers have a responsibility

IN THE PAST, employers referred to their to clearly define the spending limits
retirement and welfare benefits as "fringe" best done? To avoid the turnover and morale • Don't overlook low-cost enhancements

benefits No more The cost of these benefits problems inherent in cutting benefits or increasing Especially if you have to raise deductibles or
5, has escalated to the point where they are a very employees' share of the costs, employers need to employee contributions, you may be able to offer
55> , real and significant piece of an employee's apply some long-range strategic planning to their some perks that are relatively inexpensive If you
Et, compensation benefit plans Some of the steps to take in this effort have not yet investigated Section 125 flexible
i.

As a percentage of payroll, the employer's cost of include benefit programs, do so They can stretch your
ES. these benefits has almost doubled in the past 31 • Take inventory employees' contributions a minimum of 22% by

years That means that although wages have What programs do you offer your employees? How converting employee dollars from an aftertax to a
- increased in an effort to keep pace with inflation, much does each piece cost and what is the pretax basis

* benefit costs have increased at a rate significantly employee's share of this cost? What are competitors Spending accounts for dependent care expenses
* higher than the rate of inflation And, while in your industry offering their employees, and at and unreimbursed health care expenses are another
/1 - pensions as a percentage of payroll have increased what price? Are you getting the greatest possible low-cost method of capturing tax advantages for
9«<5

=: an approximate 22% over the past 31 years, medical mileage in terms of morale and loyalty for the employees, and the employer can realize Social
1'' benefits as a percentage of payroll have Increased substantial investment you are making in benefits? Security tax savings as well
* more than 350% Are you spending a disproportionate amount in any Also, a health care spending account can be used

Until the late 1970s, most of the money spent on one area of benefits?

'V...)
to supplement a lower level medical benefit plan

these employee benefits went to funding employees' A complete benefit audit at the beginning of a For example, the addition of higher deductibles can
retirement, but today medical costs constitute a new decade-1990-might prove time, effort and be minimized by the implementation of a health

14 much bigger piece of a much biggei pie For money well spent by every employer care spending account A $300 deductible costs an
example, in 1957, an employer's benefit costs • Adopt a "defined contribution" approach to employee $234 (assuming the lowest federal and

5-_ comprised 6 3% of payroll, according to the U S financing your employee medical benefits FICA marginal tax rate) when paid through a health
S Chamber of Commerce Of that amount, 65% went Perhaps the most realistic means of defining your care spending account
» toward pensions while 35% was for medical contribution to these benefits is as a percentage of • Communicatel

benefits payroll, so that the contribution is indexed as wages The main reason employers offer any benefits at
By 1988, an employer's beneht costs had nsen to and workforce increase or decrease The defined all is to maintain good employee relations Many

- 12 3% of payroll, the Chamber reports Of that contribution approach has been used on the pension employers, however, don't take credit for their own
amount, 41% went toward pensions while 59% was side of employee benefits for years, sO it isn't benevolence, with the result that employees take
for medical benefits surprising that many employers are turning to this their benefits for granted

The primary reason for this shift is soaring health approach to manage medical benefits in the wake of Certainly employees will never be enthusiastic
care costs exploding costs about increased costs or decreased benefits More

Spiralling health care costs are hampering If the employer's share of benefit costs is defined, employers are finding, however, that if they
employers' ability to improve current benefits or the employee contributions then become the effectively communicate to employees that they are
provide new benefits Today there are 37 million balancing item in the equation that reflects total partners in this struggle to control benefit costs and
uninsured Americans, most of whom are employed benefit costs In effect, by adopting a "defined that their share of the cost lS Only a fraction of the
One doesn't have to look far to find the employer contribution" approach toward financing benefits, total cost, employees then better understand the
that has shifted full-time employees to part-time you make a commitment for your share of the need for changes
status in order to avoid the cost of benefits benefit costs and thus control your share of future Employees don't live in a vacuum-the same
for a portion of his workforce Others have . benefit costs changes in benefits and costs are taking place where
been forced to reduce or discontinue benefits • Set a realistic budget based on total medical their spouses, neighbors and friends are employed
completely plan costs With the defined contribution approach, an

On the other hand, employees generally perceive If you purchase medical coverage for your employer can set the tone for future years by
their health benefits as an entitlement rather than a employees on an insured basis with a 12-month rate communicating the percentage of payroll the
benefit their employer generously provides-witness guarantee, you can set a budget based on the company will contribute
last year's negotiations between American premiums charged If you are on a self-funded or Assuming wage and/or work force increases, the

as« Telephone & Telegraph Corp , as well as the non-guaranteed basis, however, make sure your amount of money contributed by the employer will
IX - regional telephone companies, and their labor consultant or TPA is analyzing your experience and increase each year, but it will be a manageable
ma unions (BI, May 29, June 5, July 17) projecting medical costs realistically Most increase Employees will not be surprised by future
tYL

;94 In recent years, some states have mandated insurance companies and consultants currently changes to the employee benefit program because
<&64% certain benefits in an effort to provide consider annual medical trend lines (which include the defined contribution approach will have beenr,/

18 minimum "core" coverage for employees But cost shifting, deductible leveraging and increases in established and communicated
this approach has backfired, too-some employers utilization) to be upwards of 20% Employers may also want to consider offering a
have chosen fo eliminate coverage altogether "Experts" who underestimate your costs do flexible benefits program in conjunction with
rather than be mandated by a state insurance you no favor-if employee contributions are set adopting a defined contribution approach to give
department based on total costs that are too low, the employer employees alternative plan options and the choice of

Mandating health benefits continues to be a very must absorb the excess This excess lS absorbed how to spend their benefit dollars
real threat It seems likely that it will receive more in the current year if the employer self-funds There is no panacea for the rising cost of medical
attention from the legislators in the 1990s The medical benefits, or in the following year through services, but in order for employer-sponsored

YNI debate and controversy on the legislation-which rate increases if the employer offers an insured benefits to serve the purpose initially intended,
has been denounced by small business organizations plan employers need to do some long-range planning
but supported by labor groups and some maior • Determine what you need to do to meet your By adopting a managed approach to the cost of
employers-has barely begun budget medical benefits, employers will find themselves

In the midst of the changing dynamics of our If you define the employer contribution at a and their employees acting more responsively and
health care delivery system, how is an employer to specified percentage of payroll, this usually involves responsibly to the changing dynamics of America's
keep benefit costs from blowing the budget? With a a trade-off between decreased benefits and health care delivery system
shrinking work force looming in the future, and increased employee contributions Traditionally,
some employers already feeling the crunch, benefit employers have required employees to share in the
managers and CEOs alike shudder at the thought cost of medical benefits only to a very small degree
of cutting employee benefits Most have already There's a great deal of validity to the statement

Holly King ts a consuitantforemployed some form of cost containment or that the system won't change as long as employees | Williams, Thacher & Rand-Gardnermanaged care in their benefit plans, and now are and providers are spending someone else's money
& White, an actuartal and

searching for additional ways to hold the line on It's as though the employer handed the employee a
consulting firm m Indianapolisbenefit costs credit card to use in the medical "shopping mall,"

Passing a greater share of the cost to employees and certainly the employee finds no shortage of
through increased contributions or decreased services to "buy '

benefits seems the only avenue left, but how is this Although both providers and employers have been
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Product safety key EC concern for 1990s
By Douglas IN. Smith i

.. a. Article 10(1)(a) empowers the national authority
Internanonal issues to prohibit further marketing of a product, for a

A LTHOUGH SOME "MAD HATTERS"believe period not to exceed three months from the date of ir*.
'. Ilthat 'if you don't know where you're going, any standards Safety properties include, but are not notice, when the product's safety properties appear »
 road will get you there," savvy risk managers know limited to, design, composition, execution, to pose a grave and immediate risk
' that "product safety" will be the road well traveled functioning, wrapping, conditions of assembly, Article 10(1)(b) allows the national authority to
0 in the 1990s maintenance or disposal, instruction for handling require relabeling or other warnings as a condition t>

In the past, adequate product liability insurance and use, and specific representations made by, or on for recommencing marketing activities Article 10(2) H'3/#

helped to insulate multinationals from the behalf of, the supplier also empowers national authorities to withdraw
double-edged costs of compensatory damages and Similar to the strict hability directive's stance products from the market if they present an a

legal defense fees Today, frequency and severity toward defective products, Article 2(c) does not unacceptable risk for the safety and health of *

statistics show manufacturers need to protect their allow a product to be deemed an unacceptable risk persons 5%

public image and workers by developing design simply because a state-of-the-art product is Articles 11 to 14 establish a procedure for
criteria that seek to prevent physical injury subsequently put into circulation triggering an EC-wide emergency situation For

In the European Community, stiffening product According to Article 2(e), the "foreseeable time of example, Article 11 permits the initiation of a
liability laws can be attributed to the commission's use," which lS defined as the reasonable lifespan of procedure to investigate and decide applicable
Directive on Stlict Liability for Defective Products the product used under normal circumstances, also Community-level measures when the safety
(85/374) For example, the commission recently must be considered when testing a product's safety properties of a product represent an unacceptable
began legal proceedings against the United properties risk that

Kingdom, alleging its 1987 Consumer Protection Act Of primary importance is Article 2(d), which • Could seriously affect more than one member
allows a producer to escape liabilry through a defines a supplier as the manufacturer of a product, state

8 broader "development risks defense" than iS the importer into the EC from a third country, and • Cannot be adequately controlled via existing
£' permitted by the commission's framework directive distributors and other non-manufacturing national laws

But, while the strict liability directive seeks to professionals in the supply chain Insofar as their • And, cannot be handled practically because of fisi
enforce the concept of consumer protection by activities may affect the safety properties of a the community-wide dimension of the problem
harmonizing EC liability laws for defective marketed product Article 12 outlines the measures that member

products, its compensatory nature is perceived by Article 5(1) allows the directive to be superceded states may be required to adopt in order to fulfill a
some as a negative economic burden for member by EC tex spectates, based on the presumption that request by the EC Commission for further
states For this reason, Article 100a of the EC existing national consumer laws require the information regarding an unacceptable risk
Treaty, which was added by the Single European production and marketing of only safe products Article 13 creates a Committee on Product Safety A« 5
Act, proposes to prevent injuries and reduce However, in the absence of specific rules, Article Emergencies to assist the Commission The
consumer claims through a complementary directive 5(2) allows the product's safety properties to be committee, which will be composed of member state ]35
that would oblige EC manufactureis, traders and examined vis-a-vis practical and available representatives with voting rights, will be chaired
importers to produce and market only safe products technology by a non-voting representative of the commission *

4% In principle, the proposed general product safety Article 6 of the proposed directive obliges all Article 14 details the procedure for adopting
/ directive aims to establish uniform levels of safety manufacturers to make appropriate arrangements to intenm community-wide measures in emergency

and enforcement methods to protect EC citizens permanently monitor the safety of the products they situations In cases where the EC Commission finds
against injury or damage from unsafe products market Monitoring duties for importers, that a community-wide measure must be adopted
These oblectives are deemed critical to the distributors, and other non-manufacturing immediately, a draft of the proposed measures must
expansion of interstate trade and to the free professionals are restricted to the scope of their be submitted to the Committee on Product Safety

: movement of products throughout the EC's activities within the supply chain, but only to the Emergencies However, any committee disagreement ,
-- soon-to-be-single internal market extent that these activities affect the safety of the with the proposed measures must be reported to the
- The proposed directive will apply to all product EC Council, which has five working days to render a f .

manufactuiing and processing industries, as well as Annex 1 to the proposed directive lists the decision

to wholesalers, retailers and some service industries following examples of appropriate arrangements for Any measures adopted under Article 14 will be
In other words, the proposed measures apply to all monitoring produc: safety valid for no longer than six months, but may be
businesses, regardless of size, although retailers are • Marking a product or a batch of products to extended by following the same procedure Member

a expected to comply only to the extent that an allow identification at a later stage states have 10 days to implement any measures
activity on their part affects a product's safety • Regular or random product testing adopted under this procedure

f The proposed directive does not apply to goods • Agreements to receive and exchange relevant Article 16 stipulates that any preventive actions
*5 exported from the EC since expoits would have to safety data with other suppliers, professional taken under the proposed product safety directive
-2..

*5 comply with existing international or bilateral customers and general business organizations in the will not automatically constitute a claim for

agreements However, goods imported into the EC same product sector damages under the strict product liability directive i
-* will have to conform to the safety standards set by • Systematic assessment and evaluation of (85/374/EEC)

* . the proposed directive This requirement is intended consumer complaints for preventive purposes Article 17 addresses the possibilities for redress
 I to bear down on the unfair price advantages that • Adequate record keeping and compensation under the proposed product

,***erli.'I.2*W*,
can be enioyed by suppliers from non-EC countries • Nominating a person or service to organize and safety directive

5.$ 43{,

4

'

4

1 with lesser safety standards supervise appropriate arrangements In summary, the proposed general product safety

P

Under the proposed product safety directive, Article 7 obliges member states to establish a directive is intended to complement the EC's

member states would be iequiied to institute pre- public infrastructure to control compliance with the strict product liability directive by obliging
and post-marketing controls and mechanisms for directive's commitment to produce and market only manufacturers, importers and traders to view

.. monitoring the safety of products once they reach safe products the general objective of product safety as a

. the marketplace More specifically, Article 7(1)(c) and Annex 2 public duty As long as there is a strong reason to ,
Let's look at some of the key provisions of the empower national authorities to intervene against believe that a particular product does not comply -

,- proposed general product safety directive unsafe products through measures such as product with the general safety requirement, member states
recalls- Article 2(a) defines a product as any industrial or may adopt measures that will force the

agricultural product, including raw mateiials, Article 7(2) specifies that compliance with manufacturer to change the product's unacceptable

substances and semi-finished products that are Articles 5(1) and 5(2) cannot preclude the possibility risk and/or ban the manufacture or marketing of the
*f contained in a final product, reconditioned of intervention by national authorities in instances unsafe product

15 products, and moveables that are used in the where a product iS found to be unsafe On the whole, the proposed directive will provide <

j construction of, or incorporated ln, 1mmovables Article 9(1) obliges member states to exchange an additional incentive for manufacturers to audit

Article 2(b) defines a safe product as "one that data with local authorities rapidly in the event of a their product safety risks Why not begin your

ES does not pi esent an unacceptable risk for the safety grave and immediate product safety risk When the review today? .

« and health of persons " Implicit in the term scope of the emergency is community-wide, Article

Si "unacceptable risk" iS the notion that absolute 9(2) requires the member state to report the

m»= safety cannot be required The term also serves unacceptable risk to the EC commission which, in

to differentiate between unsafe products and the turn, will rapidly transmit the data to all other Douglas N Smith ts up and
en strict product liability directive's definition of a member states

manager Of the International
*M defective product as "one that does not provide the Article 9(5) requires member states to consolidate Department of Johnson & Higgins
EL safety which a person is entitled to expect " administrative reporting requirements by in New York His column appears
-sr Article 2(c) stipulates that unacceptable risks empowering one single national authority to execute the flrst Monday of every month

11Ek must be evaluated by testing a product's safety these measures, as well as those set forth under

i r properties under normal use or consumption Article 14

.«f. ILZIZIZIZZZIZZZIZZ---.1--.
- -- *-rec*
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lo control dental insurance expenses,
you haveto cut more than costs.

vvitli Delta Dental, it's elementary. Cut the red tape: And you'll automatically cut
down on costs. El Than]2s to our expertise in processing over 20 million claims per

111,year, we ve developed a cost-effective system that keeps claims handling between us
and your dentists. Tllis Leeps paperwor]2 to a minimum for your group and your
employees, making your joi) easier. 0 But there's more to Delta Dental than ease of
administration and cost management features. The Delta Dental Plan offers a unique
three-part system that also includes design flexibility and 106,000 dentists in the
nation's largest participating network. El It's a program only Delta Dental offers.
That's why we now cover more than 20 million people in 23,000 groups and pay more
than $2 billien a year for dental care. To learn more about how yourgroup can benefit
from Delta Dental, call 1-800-441-3434 today. aDelta Dental

Americat Leader In Dental Health Plans.
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Depression claim: Fact or fiction?ss

Book gives tips for investigating psychological claims
I.

"Psychological Claims if a claimant's condition is fictitious
Investigation

91

By Bill Kizorek and Dr. Paul
The psychologist concludes that

' surveillance and Investigative
Lees-Haley Interviews are underutillzed m

Published by PSI Publishing, psychological claims because the t

1163 E. Ogden Ave., Suite 705-360,

Naperville, Ill. 60540
damages are regarded as too intangible

41*3 f.' to document In fact, when conducted by
$35.00 imaginative experts, these techniques »

%,5
will confirm legitimate claims and rebut

Bill Kizorek is president of Naper'nile, fill

Ill -based InPhoto Surveillance and a
exaggerated and fraudulent claims A

- 4
. Creative use of investigative

private investigator with decades of
experience in insurance claims work So

. mterviewing and surveillance can make :J
t the difference in what appears to be a

he's entitled to be a tad Jaded, a quality hopeless case "
to which he freely admits in his Mr Kizorek bolsters Dr Lees-Haley's @
mtroduction to this breezy examination clinical observations with anecdotes,-9

of psychological claims investigation
3.

r asides about the clvll }ustice andAL.9
"At times, it appears that I don't

believe all claims are authentic This
th I msurance systems m the United States L

41' and abroad and the evolution of

disbehef has come after years of lv A kI ./ *F *'44 *4*d} disabihty claims from the broken bone f
watching claimants limp out of a to the "ideal painless claim-the one.,

doctor's office with a claim and then with no physical injury, " better known

log into a supermarket 20 minutes later as the psychological claim
As psychological claims grow m Mr Kizorek says that while there are &

popularity, there will be claimants who 'Psychological Claims Investigations' contains several illustrations by Kevin Berg. true mental disability claims, the E,

fake symptoms m order to convince a Investigator must be alert to the
specialist that their affhction is real, possibihty of trickery To help an
warns Mr Kizorek Books & ideas Investigator uncover the true extent of

Co-author Paul Lees-Haley-an an alleged psychological disabihty, Mr.
Encino, Calif -based psychologist who Kizorek offers his own list of do's and

specializes m trauma evaluation-has a "Surveillance of Psychological current functionmg don't's, mcludmg using powerful lenses
warning of his own m a companion Claimants Practical Techniques," spells • Indirectly investigate current to record a subject's facial expressions to
introduction when he notes, "If the out five steps m surveillance functionmg and past history avoiding entrappmg a claimant
evidence doesn't make sense, somethmg • Define the issues, which is to define • Assess, organize and apply the Shot through with humor and lavishly
is anuSS" the arguments and allegations of the findings illustrated, "Psychological Claims

The central theme of this book is how claimant As part of the investigation of current Investigation" is an easy-to-read primer
to gather evidence during the • Idenbfy observable mamfestations functioning, Dr Lees-Haley discusses on an Increasingly cornmon disabillty
Investigation of psychological claims of the issues how several diagnostic characteristics of claim and how to determine if it stems

Dr Lees-Haley's chapter, • Directly mvestigate the claimant's depression can be observed to determine more from greed than injury

Exclusion void if not in benefit booklet: Court
A group health policy exclusion for a Five house trailers were placed on the level

hospitalization m progress, which was contained in Legal briefs
a master policy but was omitted from the benefits and her son's health care facility sued BC/BS and

In 1985, Allied discovered a number of cracks in

booklet provided to the policyholder, was not some of the warehouse walls. Its architect concluded
won in trial court

enforceable, according to a Maryland appellate The appellate court noted that the majority of that the structural components of the building had
court

courts addressing the issue refuse to enforce policy
failed

In 1981, Gloria Powell had her minor dependent exclusions contained in the master policy but which
Further evaluation concluded that the warehouses

son admitted to a health facility for treatment of his were unsafe for occupancy The city condemned thehave been omitted from the benefits booklet or
emotional problems Coverage for the $190 per day propertyother explanatory materials provided to the
treatment was by her former husband's military policyholder Allied was covered under a multiperil insurance

74/ts>'7*Ii I (>0,74%

ground

insurance
The appellate court agreed with the malority view policy issued by Fidelity & Guaranty Insurance

In January 1983, Ms Powell, as a state employee, and said that it would be unfair to permit an
Underwriters Inc Allied made a claim for costs of

enrolled herself and her minor daughter, but not her insurer, which usually drafts the booklet, to raise as removal of the fill, reinforcing the structural

son, in her employer's group health plan with Blue an Impediment to coverage, a provision in the support of the wall and other remedial work

Cross & Blue Shield She received a program master policy that is not contained in the Fidelity denied coverage alleging the loss was not a
benefits booklet and read it thoroughly The booklet explanatory literature

fortuitous loss This suit ensued The trial court

stated that both the basic and major medical plans Blue Cross & Blue Shield vs Chestnut Lodge,
ruled for Allied.

provided coverage and benefits relating to care for Court of Special Appeals of Maryland, Dec 22, 1989 The appellate court concluded that, considering
nervous and mental conditions

(BI/01/June-$10) the parties' knowledge at the time they entered into
Concerned over the adequacy of coverage under the insurance contract, neither party regarded the

her former husband's insurance, Ms Powell enrolled
Court says loss was fortuitous

loss as "inevitable " According to the court, the loss
her son in the BC/BS program after confirming her here was a fortuitous event-i e,

conclusion that, despite his hospitalization, he was A fortuitous loss in a multiperil insurance policy unexpected-under the policy Furthermore, the
eligible for coverage Thereafter, BC/BS did pay the lS one that does not result from any inherent defect court concluded that none of the policy exclusions
son's September and October 1984 costs at the in the property insured, ordinary wear and tear, or were applicable
health facility intentional misconduct, according to the Supreme Fidelity & Guaranty Insurance Underwnters

In 1984, BC/BS replaced the group coverage with Court of Virginia Inc. us Allied Realty Co Ltd , Supreme
a new high option plan Ms Powell chose to Allied Realty Development Ltd owned a Court of Virginia, Sept 22,1989 (BI/05/June-$10) I
continue her current coverage The new booklet warehouse located at the base of a hill The

specifically excluded coverage for a person who was structure included a group of interconnected
in the hospital at the time that coverage would single-story warehouse units constructed of cinder These abstracts were prepared by Cases Unlimited + .
otherwise have become effective BC/BS block and steel-reinforced concrete Inc Copies of these dectsions are avattable by
subsequently notified Ms Powell that her son's Later, Allied extended the rear wall above the sending a $10 check payable to Cases Unhm:ted to 4 Fi

hospitalization was not covered and demanded roof line of the building, creating a level area above Business Insurance, 740 N Rush St, Chicago, Ill +

return of the previously paid amounts Ms Powell and behind part of the single-story warehouse 60611-2590 List the number for each oplnlon
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Supervisors should look for drug abuse
By MICHAEL SCHACHNER

BOSTON-Drug and alcohol
testing programs will not help pre-
vent workplace injuries unless su-
pervisors also are trained to detect
the behavioral changes that indi-
cate an employee has a substance
abuse problem, says a business
management consultant.

"The fundamental key to a sue-
cessful drug and alcohol abuse
program is training supervisors on
how to identify employees who are
not fit to perform their job and
what the role of the supervisor is
when such a situation presents it-
self," said Gary R. Danielson, a
partner with Industrial Relations
Inc., a Detroit-based management
consulting firm.

For example, Joseph Hazelwood,
the captain of the Exxon Corp.
tanker that ran aground in
Alaska's Prince William Sound last

year (BI, April 3, 1989) and the
conductor of a Conrail freight train
that collided with an Amtrak pas-
senger train in 1987 killing 17 peo-
ple (BI, Jan. 12, 1987) each had ex-
hibited behavior patterns common
to drug and alcohol abusers long
before the infamous accidents, Mr.
Danielson noted.

In fact, the Conrail conductor

was later found to have been

smoking marijuana at the time of
the accident (BI, Jan. 26, 1987), he
said, speaking at a session on
workplace drug programs at the
28th annual Risk and Insurance

Management Society conference
held last week in Boston.

"Both Exxon and Conrail had

drug and alcohol policies," Mr.
Danielson said.

Mr. Danielson said there are five

elements an employer must have in
its drug and alcohol abuse program
to ensure employee reliability:

• Top management must be
committed to employing reliable
people and making sure drugs and
alcohol are not acceptable in the
work environment.

• Employers must communicate
this commitment to all levels of

employees.
"In many cases employers are

killing their people with kindness.
Nobody wants to say, 'You have a
drug problem and you're relieved
of your job until you undergo
counseling,' " Mr. Danielson said.

• Employers must have a written
policy regarding the need for reli-
able employees that clearly states
drugs and alcohol are unacceptable
in the workplace.

• Employers must construct a
written procedure that spells out
how the policy will be enforced
and what responsibilities employ-
ees and supervisors have.

• Sufficient supervisory training
on how to identify employees with
drug and alcohol problems is criti-
cal.

Among the signs that could indi-
cate an employee has a substance
abuse problem are high absentee-
ism and drunk driving convictions,
Mr. Danielson said.

"Some companies don't even
want a drug program" that tests
employees for substance abuse, he
noted. "They can be difficult to
administer and may expose the
company to liability."

But, "in many cases, behavioral
analysis can work equally well,"
Mr. Danielson asserted.

Carmel Cosgrave, an attorney
with the Chicago law firm Querry
& Harrow who specializes in fed-
eral and state workplace drug test-
ing legislation, noted the debate
over the usefulness of drug testing.

"Drug testing doesn't reflect im-
pairment or intoxication. It only
tests for past use, and some drugs
can stick in a person's system for
days, weeks, even months," she
pointed out.

Currently, six industries regu-

lated by the Department of Trans-
portation, businesses with federal
contracts and companies involved
with nuclear energy must conduct
pre-employment drug screenings,
Ms. Cosgrave said.

And, those same employers can
randomly tests workers for drug
use with immunity from employee
lawsuits under Health and Human

Services regulations, Ms. Cosgrave
added.

Many other employers can con-
duet limited pre-employment and
employee drug testing under case
or state law, she noted.

Connecticut, Iowa, Louisiana,

Maine, Minnesota, Montana, Rhode
Island, Utah and Vermont have
passed laws allowing employers to

test workers and job applicants for

drug use, Ms. Cosgrave said.
Only Louisiana and Utah allow

employers to conduct random em-
ployee drug tests, she said.

And, various drug testing laws
are pending in approximately 30

states, Ms. Cosgrave noted.
Risk managers responsible for

drug and alcohol testing programs
should identify the key jobs, opera-
tions, property and personnel that
could be most adversely affected
by a substance abuser, advised

Fred Potenza, executive vp with
Gallagher Bassett Services Inc., a

risk management consultant based
in Rolling Meadows, Ill.

"A risk manager can assist by
systematically identifying and eva-
luating the unique, major risks
that the organization faces from
substance abuse," Mr. Potenza

said.

For example, "in terms of im-

proper job performance, a bus
driver on crack can do more poten-
tial damage than a ticket taker,"
he said.

Mr. Potenza said amassing this
information enables the risk man-

ager to summarize the vital loss

exposures the company faces. This
information helps employers:

• Estimate the impact of the
substance abuse problem and de-
termine where application of a
substance abuse program can make
an impact.

• Get the necessary financial
backing from management a for
drug testing program.

• Start estimating the benefits

such a program might bring.
• Measure new loss exposures as

*3
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the company's operations, property
and personnel change.

Mr. Potenza also said a corporate
drug testing program can reduce
insurance premiums.

When choosing a drug testing
method and laboratory, a risk
manager should consider the train-
ing and certification of lab person-
nel, Mr. Potenza said.

Employers also should insist that

labs document the chain of custody
of specimens to prevent tampering,
substitution or misplacement.

In addition, labs should conduct

confirmation tests when a speci-
men tests positive, Mr. Potenza
urged.

Ellis Mirsky, chief counsel-liti-
gation management for GAF Corp.
in Wayne, N.J., moderated and
coordinated the session. I

HOW CAN YOU MANAGE A BENEFITS PROGRAM
IF YOU SPEND ALL YOUR TIME EXPLAINING IT?

als &'r VE

u Shovicaese As benefits pro-
grams become increasingly complex, so does
the task of communicating them to employees.
That's why we created Metife SHOWCASe
and BenePhone*

Through these services, Metl_ife can give
your employees immediate and personalized
information about their benefits.They can
enroll in plans. Initiate transactions. Learn
about new benefits.They can even simulate
changes in their coverage, to determine the

© 1990 Metropolitan Life Insurance Company, NY, NY

impact of various savings strategies and ben-
efits mixes.

Using interactive computer-based com-
munications, MetUfe offers two convenient
ways to get this information: With SHOWCASE,
employees can use computers in special
housings that are placed in yourcompany. And
with BenePhone, they can access information
over any touchtone phone.

16 learn more about SHOWCASE and

BenePhone, call MetLife at 1-800-847-8285.
And spend a little time talking to us.

GETMET. IT FAYS:
 Metrooommi Lif,
1Af ANDAFFILTATEDCOMPANIES

CHARLIE BROWN: © 1950 United Feature Syndicate, Inc.
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Tough on costs.
How do you cut soaring health care costs
down to size?

At Crawford & Company, we put every
non-emergency hospital admission thro-Igh
a swift, effective utilization review before
it happens. We slice away unnecessary
surgical procedures . . eliminate costly
inpatient admissions when outpatient pro-
cedures can be substituted . . and delete

extra time spent in the hospital.
And our utilization review is just the s-art.

16 fill the needs of our diverse clientele,
we've developed a variety of specialized
cost-cutting services like Large Case
Management, psychiatric review, and
substance/chemical dependency programs.

And we have a sophisticated Data Man-
agement System to track your results. so
you know just how much you're saving.

Crawford & Company programs have a
proven, reliable record of paying for them-
selves many times over. How many times?
Give us a call, and we'll be happy to discuss
specifics or set up an appointment.

Call Crawford & Company today.
Because it's time to give unnecessary health
care costs the axe.

1-800-241-2541

Ask for Jeff Aycock

grawlard
CRAWFORD & COMPANY

HEALTH MANAGEMENT SERVICES

Team USA skates

to first hockey win
at RIMS conference

By MICHAEL SCHACHNER

BOSTON-An injection of new
blood and some solid veteran play
propelled Team USA to a 6-3 vic-
tory over Team Canada last week,
its first win in four Risk & Insur-

ance Management Society Hockey
"All-Stars" challenges.

If the U.S. property/casualty in-

surance market is messed up, "we
figured we at least have to do well
in hockey," quipped Peter J. King,
of Marsh & MeLennan Inc. in Phil-

adelphia, a Team USA veteran.
But it was the newcomers who

turned things around for Team
USA.

Soon after the opening faceoff, it
was evident that some new players
-including a few not listed on the
pre-game roster-added quickness
and scoring potential.

The team's youth impressed not
only Team USA Coach Stan Tait,
of Cadbury Schwepps Inc. in
Stamford, but also Team Canada
Coach Brian Hammond, of the
Federal Development Business
Bank in Montreal.

"They took the puck out of their
end well, and we had a problem
clearing it from ours," Mr. Ham-
mond said.

Equally evident was Team Can-
ada's short bench and lack of fire-

power in the game.
Coming into this year's match,

Team Canada had a two-game
winning streak after a 5-5 tie in the
1986 inaugural game.

Proceeds from the game benefit

the Spencer Educational Founda-
tion, which awards scholarships to

students of risk management, in-
surance and employee benefits.

The action started quickly at
Boston University's Walter Brown
Arena.

Team USA was first on the

scoreboard at 7:37 of the first pe-
riod when Mr. King banged a loose

puck in front of Team Canada's net
past goaltender Steve Patenaude,
of Arkwright Mutual Insurance Co.
in Montreal.

Team USA forward Bob Nason,
of Trenwick America Reinsurance

Corp. in Stamford, converted a

pass from Mike White, of the Hol-
born Agency in New York, just 33
seconds after Mr. King's goal.

With a 2-0 lead only eight mi-
nutes into the game, the Americans
appeared to be off to the races.

But Team Canada quickly re-

gained its bearings. At 9: 27, team
captain Joe Hardy of The Oshawa
Group Group Ltd. of Etobicoke,
Ontario, pushed a shot unassisted
past Team USA goalie Terry Tail-
lefer, of Ranger Associates in East
Norwalk, Conn.

It was one of very few mistakes
by Mr. Taillefer, a new member of
Team USA.

Though Mr. Taillefer was tested
less frequently than his counter-
part, Mr. Patenaude, the Ameri-
can's splendid goaltending im-
proved as the game went on and
was a key to the win.

Having an ex-collegiate goalie
marked a stark improvement for
Team USA. In last year's 10-7 loss,
an accountant from Atlanta was in

the net.

After Mr. Hardy's goal, the teams
settled down for several minutes of

up and down rushes, with Mr. Pa-
tenaude making several key saves.

Backed by Patenaude's strong
play, Dan Vujacic, of SCOR Rein-
surance Co. in Toronto, tallied

Team Canada's second goal at
14:32. He took a pass behind the
net from Mr. Hardy, skated out to
the right faceoff circle and fired a
rising wrist-shot over Mr. Tail-

lefer's glove and just underneath
the crossbar.

But, the flashy goal-the game's
only genuine eye-pleaser-did not
push the game's momentum to the
Canadian team.

Just 23 seconds later, the Ameri-

cans regained the lead on a goal by
team captain Joe Tarbell, of Cor-
roon & Black Corp. in Boston.

Another Team USA newcomer-

Karl Burns, of American Interna-
tional Group Inc.-finished the

first period with a score at 16:47
off a rebound of a shot by Mr.
King.

Team USA left the ice after the

first period confident that their
first victory was within reach.

Youth and a deeper bench al-
lowed Team USA to control the

tempo of the second period.
The Americans outshot their op-

ponents by a wide margin and kept

the puck out of their own end.
However, youth could only get

the Americans so far.

With feisty USA defenseman Pat
Hickey of Leonard Newman
Agency in White Plains, N.Y., in
the penalty box, Team Canada

elder skatesman Lionel Lalonge, of
Reed Stenhouse Ltd. in Montreal,
cut the lead to 4-3 on an unassisted

power play goal at 4:07.
"I was real pleased to see Lionel

get that goal," Mr. Hammond said.
But soon after the goal by Mr.

Lalonge-who played junior

hockey with National Hockey
League legends Bernie Geoffrian
and Jean Beliveau-Team USA re-

captured a two-goal lead. At 6: 11,
Jim Sweitzer, of General Re Corp.,
in Stamford, Conn., converted an-

other power play goal off assists
from Mr. Tarbell and Bill Baker, of
General Re in New York.

Mr. Baker, another Team USA

rookie, rounded out the scoring
with only 11 seconds left while
Team Canada was short two men.

Mr. Baker was selected Most

Valuable Player for Team USA.
Ken Green, of Union Gas in Lon-

don, Ontario, was Team Canada's
MVP.

Mr. Tait said his club was pre-
pared to come out on the offen-
sive.

"Last year, we scored four goals
in the final period. So we thought

we'd come out and get them from
the get go," the coach said. "It was
an excellent game for us and we're

really happy to have won."
As competitive as these old-

timers were on the ice, they tried to
keep things in perspective later.

Before uncorking the "victory
champagne"-a case of Budweiser
-members from both teams were

already securing a rink for next

year's match in New Orleans. •

Team Canada

Team USA

BOX SCORE

213

426

First period-1, Team USA, Peter King (Nick
Steffey, Karl Burns), 7·37.2, Team USA, Bob

Nason (Mike White), 8:11.3, Team Canada, Joe

Hardy (unassisted) 9:27. 4, Team Canada, Dan

Vujacic (Hardy, Ken Green), 14:32. 5, Team
USA, Joe Tarbell (unassisted), 14:55. 6, Team

USA, Burns (King, Peter Bostwick). 16:47. Pen-
alties-Bob Pusiak, Team Canada (tripping),

10:24, Pat Hickey, Team USA (holding), 17:54.

Second period-7, Team Canada, Lionel La-
longe (unassisted) 4:07.8, Team USA, Jim

Sweilzer (Tarbell, Bill Baker), 6:11 (pp). 9, Team

USA, Baker (Tarbell), 19:49 (pp) Penalties-
Hickey, Team USA (charging), 3:55; Ken

McCormick, Team Canada (tripping), 4:43; Mike

White, Team USA (holding), 13:56, Hickey,
Team USA (interference), 15:10; Pusiak, Team

Canada (double minor, charging, roughing),
17:52; Brian Matthews, Team Canada (slashing),
17:52.

Team Canada

Team USA

RIMS Conference

Spencer division
WLT

211

121
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UNUM acquires
British insurer

of LTD coverage
UNUM Corp., a provider of

group long-term disability cover-
age, is acquiring London-based
National Employers Life Assur-
ance Holding Co. Ltd., one of the
largest U.K. insurers of this cover-
age.

Portland, Maine-based UNUM
plans to purchase the group per-
manent health insurance specialist,
a unit of Invesco MIM P.L.C. of

London, for 40 million pounds
($65.3 million at current exchange
rates).

National Employers currently
writes about 40% of the U.K. group
permanent health insurance mar-
ket, which is comparable to group
long-term disability insurance. In
addition, the company writes life
insurance and markets pension
products.

The acquisition, which is sub-
ject to approval by the U.K. De-
partment of Trade and Industry, is
expected to be completed by June
30.

John Finnan would remain chief
executive officer of National Em-

ployers Life.
UNUM also plans to negotiate

the purchase of outstanding shares
of National Employers Life Perma-
nent Health Insurance Ltd., which
are held by policyholders of the
Dorking, England-based insurer.
NELPHI, a subsidiary of National
Employers Life, also specializes in
group permanent health insurance.

National Employers Life re-
ported 1988 statutory net premium
volume of $197 million.

UNUM also has created a long-
term care insurance division. The
new division will consolidate the

marketing of the insurer's various
long-term care products, which
currently are marketed by differ-
ent divisions.

International firm
Milliman & Robertson Inc., a

Seattle-based benefits consulting
and actuarial firm, is expanding
its international capabilities by
creating Woodrow Milliman, an af-
filiation of 11 consulting and actu-
arial firms.

"The formation of Woodrow Mil-

liman broadens and strengthens
our international capabilities and
now encompasses 47 cities in 11
countries," said James A. Curtis,
chairman and chief executive offi-

cer at Milliman & Robertson's cor-

porate office in Seattle.
The international network in-

cludes companies in North
.America, Europe and the Pacific
Rim. The firm will continue as Mil-

liman & Robertson Inc. in the

United States, but will be known
as Woodrow Milliman elsewhere.

In addition to Milliman & Ro-

bertson, the founding members of
Woodrow Milliman are: Actuarieel
Bureau Dr. W.G.J. ten Pas in Am-

sterdam, the Netherlands; Aktuar-
Consult in Oslo, Norway; Aserplan,
with offices in Madrid, Barcelona
and Palma de Mallorca, Spain;
Bacon & Woodrow, with 10 offices
in the United Kingdom and the
Channel Islands; Bacon, Woodrow
& de Souza in Port of Spain, Trini-
dad; CONAC in Brussels, Belgium;
Delany, Bacon & Woodrow in
Dublin, Ireland; Eckler Partners
Ltd. in Canada; SB Aktuar-Rad-
givning ApS in Copenhagen, Den-
mark; and Trowbridge Consulting,
with offices in Sydney and Mel-
bourne, Australia.

For more information about

Woodrow Milliman, contact James
A. Curtis, Milliman & Robertson
Inc., 1301 Fifth Ave., Suite 3800,
Seattle, Wash. 98101-2605; 206-
624-7940.

New AIG unit

American International Global, a
unit of New York-based American
International Group Inc., is form-
ihg a subsidiary to provide services
to foreign-based multinational
firms with North American prop-
erty/casualty insurance programs
underwritten by AI Global offices
outside the United States.

Among other things, the new en-
tity, AI Global Multinational Ser-
vices Unit, will issue such stat-
utory policies as workers
compensation and automobile in-
surance and provide claims and en-
gineering services, explained Vin-
cent J. Masucci, president of AI
Global in New York.

The new unit will serve as a sin-

gle contact point in the United
States for foreign policyholders
and their servicing brokers.

AI Global Multinational also will

assist in underwriting and servic-
ing foreign-produced U.S. busi-
ness. For example, if a master in-
surance policy is underwritten by
AI Global in Paris or Tokyo, the
new multinational unit will issue

corresponding policies in North
America, making certain they com-
ply with state and federal regula-
tions, as well as the master policy.

For more information, contact
Edward J. Dolezal, Vp-Interna-
tional Division, AI Global Ser-
vices, 99 John St., Second floor,
New York, N.Y. 10038; 212-770-
9127. -

New EAP

Five employee assistance firms
recently merged to form Assured
Health Systems Inc., a national
employee assistance program and
managed care company based in
Burlington, Mass.

The firms that merged to make
up the new company are: Parkside
EAP in Chicago; MeLean Health
Services Inc./Employee Assistance
Programs in Boston; LifeCare Sys-
tems in San Francisco; Profes-
sional Employee Advisement Pro-
gram in Denver; and Managed
Health Solutions Inc. in Marble-
head, Mass.

Assured Health Systems pro-
vides employee assistance pro-
grams, including mental health
and chemical dependency services,
mental health utilization manage-
ment, quality assurance and pre-
ferred provider network develop-
ment.

The company operates 10 re-
gional offices and serves more than
200 organizations and 1 million co-
vered lives nationwide.

For more information on Assured

Health Systems, contact Keith
Dixon, Vp-marketing, Assured
Health Systems Inc., 20 Mall Road,
Suite 130, Burlington, Mass. 01803;
617-273-9966.

Mental health PPO
Cost Care Inc., a health care cost

containment company in Hunting-
ton Beach, Calif., has created a na-
tional psychiatric and substance
abuse preferred provider network.

Continued on next page
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Cost Management from HEC.
Health Economics Corporation (HEC) can help reduce your annual

healthcare costs--not through drastic plan design changes--
but through better management of your existing plan.

Healthcare cost management from HEC.
Turning information into action.

Dallas

(214) 905-4400

•Analytical Services

HE
HEALTH

ECONOMICS

® CORPORATION
A HALLIBURTON Comny

Tampa
(813) 968-2823

•Utilization Management •Claims Administration •Managed Care Plans
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Uncompromising
on Care.
High-quality care. Employees expect it...
and with Crawford & Company, they get it.

Based on a sophisticated telecom-
munications system, our utilization review
process is quick and paper-free. Every
procedure is reviewed individually within
24 hours by one of our skilled registered-
nurse reviewers. They're linked by computers
to all our records, and tied directly into a
toll-free phone number. So your employees
can call with questions or concerns, and get
immediate reassurance.

For more difficult or sensitive matters, we
call upon our Medical Director or our broad
range of consulting physician specialists...

all to ensure diagnosis and treatment that's
in the patient's very best interests. We protect
your employees' health with compassion and
sensitivity.

Call Crawford & Company today.
Because when it comes to quality care,
there's no room for compromise.

1-800-241-2541

Ask for Jeff Aycock

131:D
Cmwiard

CRAWFORD & COMPANY
HEAUH MANAGEMENT SERVICES
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PsychNet currently consists of
320 mental health/chemical depen-

dency hospitals in 43 states and
Puerto Rico.

By the middle of 1990, the num-
ber of contracted hospitals is ex-

pected to exceed 500, said
Lawrence Goelman, president of
Cost Care.

'The employer can select the
level of cost management desired,"
Mr. Goelman explained. For exam-
ple, clients may use the network
only for mental health and sub-

stance abuse services or they can

also opt for utilization review and
full case management services.

For more information about

PsychNet, contact Ray Foose,
Vp-marketing, Cost Care Inc,,
17011 Beach Blvd., Suite 400,
Huntington Beach, 92647; 714-
842-4909.

Markets

Broker agreement
Corroon & Black Corp. has

reached an exclusive correspon-
dent agreement with Nikols S.p.A.
of Milan, Italy.

Under the terms of the agree-
ment, New York-based Corroon &
Black will serve as Nikols' exclu-

sive correspondent for insurance
brokerage business in the United
States. while Nikols will represent
Corroon & Black in Italy.

Nikols also will exclusively ser-
vice C&B clients that operate in
Italy while Corroon & Black will
exclusively represent Nikols' Ital-
ian clients with U.S. operations.

Corroon & Black is the world's

fifth-largest broker with 1988
gross revenues of $425 million.

Nikols provides consulting and
insurance services, including risk
analysis, program management

and reinsurance. In 1989 it re-

ported gross revenues of $40 mil-
lion from retail brokerage and $3.2
million from wholesale brokerage.

Hall acquisition
Broker Frank B. Hall & Co. Inc.

acquired Marine Insurance Service
Inc., a Metairie, La.-based broker

specializing in coverages for inland
river vessels.

The company will be merged into
Hall's New Orleans operation as
the Marine Insurance Service divi-

sion of Frank B. Hall & Co. of Lou-

isiana. Terms of the purchase were
not disclosed.

The acquisition will enable Hall,
the sixth-largest U.S. broker with
1988 gross revenues of $367 mil-
lion, to expand in the "brown
water" business, putting together
insurance for "supply vessels, tug-
boats, barges and other inland
traffic," said Charles D. Warren,
chairman and chief executive of

Frank B. Hall & Co. of Louisiana.
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LOG REINSURANCE UNDERWRITERSINCORPORATED
300 Unicorn Park DriveWoburn, Massachusetts 01801

TO: RISK & BENEFIT MANAGERSFROM: CRAIG D. CHANDORSUBJ: IMPRESSIVE NEWS ON SELF FUNDINGOF HEALTH BENEFIT PROGRAMS
Consider these facts:- LDG Reinsurance Underwriters is an Excess Lossunderwriting and marketing facility for an A+ Best Rated

carrier.- LDG will provide Excess Loss coverage customizedto the particular requirements of your Employee Health
Benefit program.- LDG offers substantial underwriting flexibility inregard to risk selection and contract provisions.- LDG will consider meaningful rate reductions inunction with the implementation of certain utilizationed

conjreview programs.- LDG Reinsurance Underwriters is well e uito hel effect si nificant fixed cost savin s relatin to ourer

srarn,
Medical ro

in conunction with our current
Grouclaims administrator, or in con unction with the em 10.committed to - or considerin - in-house claims your

ad minfvaittieonyou or your consultant to contact me atearliest convenience. I believe you will be further impressed.
Craig D. ChandorSenior Vice-President

Woburn (617) 938-9010 Atlanta (404) 640-1539Minneapolis (612) 870-9284

Edward J. Ryan Jr., president of
Marine Insurance Services, has

been named president of the new
division.

For more information, contact
the Marine Insurance Service divi-

sion of Frank B. Hall & Co. of Lou-

isiana, 639 Loyola Ave., Suite
2400, New Orleans, La. 70113;
504-522-5341.

Poe acquisitions
Tampa, Fla.-based brokerage

Poe & Associates Inc. has made

several recent acquisitions.

Poe, the lath-largest U.S. broker
based on 1988 gross revenues of
$35.1 million, recently acquired
Neil Wiley Insurance Services Inc.

in Atlanta, which specializes in
providing insurance for the trans-
portation industry. The acquired
agency will not move.

Poe's Houston subsidiary, P&0
of Texas Inc., acquired two Hous-
ton insurance agencies: Bynum,
Beck & Drew and Beck/William

Schwartz Benefits Inc.

Bynum, Beck & Drew specializes
in property/casualty insurance,
and William Schwartz focuses on

life and employee benefits cover-
ages.

The new company, Bynum, Beck
& Poe Inc., is located at 1 River-

way, Suite 1500, Houston, Texas
77056; 713-621-1020.

In addition, Poe acquired
Browne & Browne Inc., a property/
casualty insurance agency in Fort
Lauderdale, Fla. The agency will
combine with Poe's existing Fort
Lauderdale office, adding 20 staff
members.

Poe also acquired the profes-2
sional liability division of Arthur
A. Watson & Co. Inc., a Wethers-
field, Conn.-based broker with

1988 gross revenues of $11.8 mil-
lion.

The division, to be renamed

Physician Plans Inc., provides in-
surance programs to more than
4,000 physicians, attorneys and
other professionals in Delaware
and Connecticut. The company will
operate out of its existing Connect-
icut offices in Wethersfield.

New offices

The Wyatt Co. has relocated its
consulting office in New York City
to 461 Fifth Ave., New York, N.Y.
10017-6202; 212-725-7550.

Independence Insurance Co.
Ltd. moved its offices to Jardine

House 33/35 Reid St., Hamilton
HM 12, P.O. Box HM 2077, Hamil-
ton HM HX Bermuda.

Caronia Corp. relocated its cor-
porate offices to Corporate Center,
395 N. Service Road, Suite 200,
Melville, N.Y. 11747; 516-845-
5000.

Claims adjuster R.L. Gresham
& Co. Inc. opened a new branch
office in Yuma, Ariz. The address
is 1500 Fifth Ave., Yuma, Ariz.

85364; 602-782-2294.

Mergers/acquisitions
South Pasadena, Calif.-based

property/casualty broker Bolton
& Co. has acquired Warner-Olson
Insurance in Camarillo, Calif. The

new company is called Warner-
Olson/Bolton and will remain in

Camarillo.

Richmond, Va.-based broker
Hilb, Rogal & Hamilton Co. ac-
quired The Warwick Agency Inc.
in Brunswick, Ga. The agency will
merge with Hilb's subsidiary in St.
Simons Island, Ga.

Name change
New York-based benefit consul-

tant William M. Mercer Mei-

dinger Hansen Inc. changed its
name to William M. Mercer Inc. I

The Standard
of Excellence in

Employee Benefits

Managing benefit resources has become a tremendous
responsibility and many employers are looking for CEBS
graduates for their beneftt departments. Why? Because
CEBS is the standard of excellence in the benefits fteld.

Certified Employee Benefit Specialist (CEBS) is awarded
to individuals who successfully complete a series of ten

college level courses and examinations covering the
design and operation of employee benefit plans. The

program is cosponsored by the International Foundation
of Employee Benefit Plans and the Wharton School of the

University of Pennsylvania.

For more information, contact the CEBS Department at
the International Foundation headquarters.

CEBS

Certified Employee Benefit Specialist
Post Oflice Box 69, Brookfield, WI 53008-0069, (414) 786-6700
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MAY 10. The Employers' Per-
spective on Unemployment In-
surance workshop in Rosemont,
Ill., sponsored by The Illinois State
Chamber of Commerce; $120 for
ISCC members; $180 for non-mem-
bers. ISCC, 20 N. Wacker Drive,
Chicago, Ill. 60606; 800-621-4220.

MAY 10-11. Advanced Safety
Management seminar in Ana-
heim, Calif., sponsored by Organi-
zational Safety Services Inc.; $285.
Keith E. Barenklau, OSS, 11831
Rothbury Dr., Richmond, Va.
23236; 804-794-0691.

MAY 10. Insurers Vs. Insurer

Disputes seminar in New York
City, sponsored by the Practising
Law Institute; $350. Also June 28
in San Francisco. PLI, 810 Seventh
Ave.,.New York, N.Y. 10019; 212-
765-5700.

MAY 10. Property & Casualty
Market Conduct Seminar in New

York City, sponsored by the law
firm of Bower & Gardner; $250.
B&G, 110 E. 59th St., New York,
N.Y. 10022; 212-751-2900.

MAY 10-11. IAHMO Annual
Spring Symposium: Managed
Care in the Non-Acute Setting in
Chicago, sponsored by the Illinois
Assn. of Health Maintenance Orga-
nizations: $75 for IAHMO mem-
bers; $90 for non-members.
IAHMO, 321 N. Clark, Suite 3400,
Chicago, Ill. 60610; 312-245-8780.

MAY 11. Arbitration Day '90 se-
minars in New York City, spon-
sored by the American Arbitration
Assn.; $95 for AAA members; $110
for non-members. AAA Depart-
ment of Education and Training,
140 W. 5lst St., New York, N.Y.
10020; 212-586-7000.

MAY 13-15. Utilization Manage-
ment for Ambulatory & Ancil-
lary Services conference in Or-
lando, Fla., sponsored by the
Group Health Assn. of America
Inc., $495 for GHAA members;
$575 for non-members. Also July
22-24 in Vancouver, B.C. Group
Health Assn. of America, Dept.
0612, Washington, D.C. 20073-
0612; 202-778-3228.

MAY 13-15. 1990 National Finan-
cial Insurance Conference in
Dallas, sponsored by LOGIC Inc.;
$325 for LOGIC clients; $425 for
others. Eddy. Manders, LOGIC Inc.,
9330 LBJ Freeway, Suite 500, Dal-
las, Texas 75243; 214-238-1898;
800-527-2323.

MAY 13-18. Industrial Hygiene
in the World of Tomorrow con-

ference in Orlando, Fla., co-spon-
sored by the American Industrial
Hygiene Assn. and the Amerjean
Conference of Governmental In-
dustrial Hygienists; $140 for AIHA
members; $25 for errieritus or hon-
orary members; $30 for retired
members, and spouses; $170 for
non-members. AIHA Conference,
P.O. Box 8390,345 White Pond
Drive, Akron, Ohio 44320; 216-
873-2442.

MAY 14-15. Understanding Re-
insurance Contract Language
course in New York City, spon-
sored by Executive Enterprises
Inc.; $1,045. Executive Enterprises
Inc., 22 W. 2lst St., New York, N.Y.
10010-6904; 800-831-8333; 212-
645-7880.

MAY 14-16. Environmental Reg-
ulation Course in Hartford,
Conn., sponsored by Executive En-
terprises Inc.; $990. Also May 15-
17 in San Diego, May 21-23 in New
Orleans. Executive Enterprises
Inc., 22 W. 2lst St., New York, N.Y.
10010-6904; 800-831-8333; 212-
645-7880.

MAY 14-17. Loss Control Man-

agement seminar in Calgary, Al-
berta, sponsored by the Interna-
tional Loss Control Institute; $720
for ILCI members; $800 for non-
members. Also June 18-21 in Phil-
adelphia; and June 25-28 in At-
lanta. ILCI, 4546 Atlanta Highway,
P.O. Box 345, Loganville, Ga.
30249; 404-466-2208; 800-554-
6001.

MAY 15. Insurance Tax Update:
1990 in Atlanta, sponsored by
KPMG Peat Marwick; no charge.
Also May 17 in Los Angeles.
KPMG Peat Marwick, Executive
Education, 3 Chestnut Ridge Road,
Montvale, N.J. 07645; 800-762-
3932.

MAY 15. Advanced Risk Man-.
agement Financing Techniques
seminar in Allentown, Pa., spon-

sored by The Society of Chartered
Property & Casualty Underwriters;
$125 for Society of CPCU mem-
bers; $165 for non-members. Mari
Jennings, Continuing Education
Coordinator, The Society of CPCU,
720 Providence Road, CB No. 9,
Malvern, Pa. 19355; 215-251-2741.

MAY 15. Roundtable on Insur-

ance Conditions in Western Eu-

rope in New York City, sponsored
by the International Insurance
Council; $75 for conference; $140
for luncheon. IIC, 1212 New York
Ave. N.W. Suite 250, Washington,
D.C.; 202-682-2345.

MAY 15-19. 53rd National Assn.

of Independent Insurance Ad-
justers convention in Nashville,
Tenn., sponsored by NAIIA; $250
for NAIIA members; $150 for
spouses. NAIIA, 300 W. Washing-
ton St., Suite 805, Chicago, Ill.
60606; 312-853-0808.

MAY 16-17. Risky Business:

Health Care & Retirement Plan-
ning in an Uncertain Time con-
ference in Washington, D.C., spon-
sored by the Assn. of Private
Pension and Welfare Plans; $500
for APPWP members; $600 non-
members. APPWP, 1212 New York
Ave. N.W., Suite 1250, Washing-
ton, D.C. 20005; 202-289-6700.

MAY 16-18. Workers' Compensa-
tion Conference 1990 in New

Brunswick, N.J., co-sponsored by
Rutgers University, Princeton Uni-
versity, Cornell University, Syra-
cuse University, and the University
of Connecticut; $180, $90 for one
day. Donna Lebowitz, IMLR, Levin
Building, Rutgers University,
Kilmer Campus, New Brunswick,
N.J. 08903-5062; 201-932-5830.

MAY 17. 82nd Annual Meeting
of The Surety Assn. of America
in New York City, sponsored by
SAA; no charge. SAA, 100 Wood
Ave. S., Iselin, N.J. 08830; 201-
494-7600.

MAY 17-18. Insurance in 2000-
Where Will You Stand? confer-

ence in London, sponsored by the
Insurance & Reinsurance Research

Group Ltd.,450 pounds ($737). In-
surance & Reinsurance Research

Group Ltd., Bridge House, 181
Queen Victoria St., London, En-
gland EC4V 4DD; phone: 01-236-
2175; fax: 01-489-1487.

MAY 20-22.22nd Annual Mid-
west Claim Conference: Enter-
ing the '9Os, a Decade of Change
in Itasca, Ill., sponsored by the
Chicago Claim Assn.; $45 for one
day; $80 for two days. Midwest
Claim Conference: cio Patsy
Howell, 1 Woodfield Lake,
Schaumburg, Ill. 60173; 708-517-
6041.

DISCOVER THE EMPLOYEE SUPPORT ALTERNATIVE
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MAY 20-22. Effective Manage-
ment & Direction of Malprae-
tice Insurers & Trusts seminar in

Kailua-Kona, Hawaii, sponsored
by the Tillinghast division of

Continued on nert page
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Today. health care cost management demands new thinking. Join over 10,000
organizations that are managing costs through an invaluable resource:

the informed employee. Call 1-800-347-1947 and discover the benejits of our
proven Employee Support Services - cost management that works.

6
THE CENTER FOR

CORPORATE HEALTH

1850 Centennial Park Drive, Reston, Virginia 22091
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Towers, Perrin, Forster & Crosby
Inc.. $750; $700 for each additional
attendee from the same company.
Mary Tschopp, Tillinghast Se-
minars, 1 Atlanta Plaza, 950 East
Paces Ferry Road, Suite 1100, At-
lanta, Ga. 30326-1119; 404-365-
1'642.

MAY 21-22. Insurer Solvency:
New Market Trends and Regula-
tory Directions conference in
Now York City, sponsored by Ex-
ecutive Enterprises Inc., $1,045.
Executive Enterprises Inc., 22 W.
21st St., New York, N.Y. 10010-
6904.800-831-8333; 212-645-7880.

MAY 22. Questions on the New
CGL and CP Policies? Ask the
Claims Department workshop in
Vienna, Va., sponsored by The So-
ciety of Chartered Property & Ca-

Datebook

sualty Underwriters; fee for two
workshops: $140 for Society of
CPCU members, $175 for non-
members; fee for one workshop:
$85 for Society of CPCU members,
$105 for non-members. Mari Jen-
nings: Continuing Education Coor-
dinator, The Society of CPCU,
Kahlcr Hall, 720 Providence Road,
CB No. 9, Malvern, Pa. 19355-0709;
215-251-2741.

MAY 22-23. Environmental Pol-
lution Liability Workshop in
London, sponsored by the Insur-
ance & Reinsurance Research

Group Ltd.; 420 pounds ($688). In-
surance & Reinsurance Research

Group Ltd., Bridge House, 181
Queen Victoria St., London, En-
gland EC4V 4DD; phone: 01-236-
2175; fax: 01-489-1487.

MAY 22-23. Insurance Industry
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Mergers and Acquisitions: 1990
conference in New York City,
sponsored by Executive Enter-
prises Inc.; $1,045. Executive En-
terprises Inc., 22 W. 2lst St., New
York, N.Y. 10010-6904; 800-831-
8333; 212-645-7880.

MAY 22-23. Basic Reinsurance
Seminar in Columbus, Ohio,
sponsored by the National Assn. of
Mutual Insurance Companies; $349
for NAMIC members; $279 for
non-members. NAMIC Education

Dept.,P.O. Box 68700, Indianapo-
lis, Ind. 46268-070; 317-875-5250.

MAY 22-23. Successful Claims
Management & Litigation Cost
Control Strategies for the 1990s
conference in New York City,
sponsored by Infoline Inc.; $995.
Infoline Inc., 633 Third Ave., Suite
2227, New York, N.Y. 10017; 212-
557-3400.

MAY 23. Introduction to Risk
Management for Non-Insurance

Follow
The
Leader.

Managers seminar in Columbus,
Ohio, sponsored by The College of
Insurance; $195 for college spon-
sors; $225 for others. Also Sept.
26 in New York City; and Nov. 7 in
Atlanta. Jane Wechsler, The Col-
lege of Insurance, 101 Murray St.,
New York, N.Y. 10007; 212-815-
9201.

MAY 23-24. Banks and Insur-

ance Update: 1990 conference in
New York City, sponsored by Ex-
ecutive Enterprises Inc.; $1,045.
Executive Enterprises Inc., 22 W.
2lst St., New York, N.Y. 10010-
6904; 800-831-8333; 212-645-
7880.

MAY 23-25. Techniques of Loss
Control course in Atlanta, spon-
sored by the Risk & Insurance
Management Society Inc., $540 for
RIMS members; $640 for non-
members. RIMS, Continuing Edu-
cation Program, 205 E. 42nd St.,
New York, N.Y. 10017; 212-286-
9292.

Maybe other home care companies look at cost
containment as a game of blind man's bluff,
spinning you around with promises that leave
you wandering aimlessly. But not Upjohn.

In one year, more than 100 national case
management, rehabilitation and insurance
companies have contracted with Upjohn
HealthCare Services to lead the way to lowering
health care expenditures through home care.
Here's why:

· Upjohn's powerful network of more than 250
offices in North America.

· Upjohn's adaptability and flexible rate policy.
· Upjohn's ability to fill service requests with the

appropriate health care professionals.
· Upjohn's client care management system that

documents the need to increase or decrease
levels of care.

· Up.ohn's 20 years of experience in the home
care business.

· Upiohn's quality. As a division of The Upjohn
Company, we never sacrifice quality. To prove
this commitment, Upjohn is the first international
home care provider to seek accreditation through
the Joint Commission on Accreditation of

Healthcare Organizations ( JCAHO)

So don't be led astray. Follow the leader. And let
% 0- Upjohn put its strengths to work for you.

Call toll-free 1 -800-462-9556 for more information.
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MAY 23-26. Annual Physician
Insurers Assn. of America meet-

ing in Kauai, Hawaii, sponsored by
PIAA; $290 for PIAA members;
$415 for non-members. Medit As-
sociates, P.O. Box 9011, Winnetka,
Ill. 60093; 312-446-3100.

MAY 24. Controlling Legal Ex-
penses seminar in Dallas, spon-
sored by The Society of Chartered
Property & Casualty Underwriters;
$95 for Society of CPCU members;
$120 for non-members. Bonnie
Kinsley, Continuing Education Co-
ordinator, The Society of CPCU,
720 Providence Road, CB No. 9,
Malvern, Pa. 19355-0709; 215-251-
2735.

MAY 29-JUNE 1. Reinsurance

Accounting & Finance for
Ceders & Assumers seminar in

Ossining, N.Y., sponsored by Ro-
bert W. Strain Seminars Inc.;
$1,545 including lodging and
meals. Strain Seminars Inc., P.O.
Box 1000, Wingdale, N.Y. 12594;
212-677-5974 Monday-Wednesday,
914-832-9384 thereafter.

MAY 30-JUNE 1. Fourth Annual
Health Benefits Conference:
Health Challenges of the 1990s
in New York City, sponsored by
New York State Public Sector Co-
alition on Health Benefits; $150
mem bers ;$200 non- mem bers.
Sharon Goldberg, Executive
Director, New York State Public
Sector Coalition on Health Bene-
fits, P.O. Box 15, Albany, N.Y.
12260; 518-473-6217.

MAY 30-JUNE 1. 10th Annual
Midwest Business Group on
Health Conference: Circles of
Influence in Health Care Sys-
tems in Chicago, co-sponsored by
MBGH, Ford Motor Co. and Hon-
eywell Inc.; $385 MBGH members;
$485 for non-members. MBGH, 830
W. Higgins Road, Suite 200, Chi-
cago, Ill. 60631-2941; 312-380-
9090.

MAY 30-JUNE 1. Recognition of
Accident Potential in the Work-

place Due to Human Factors
course in Los Angeles, sponsored
by the University of Southern Cali-
fornia's Institute of Safety and
Systems Management; $460. Uni-
versity of Southern California, In-
stitute of Safety and Systems Man-
agement, Office of Extension and
In-Service Programs, 3500 S. Fi-
gueroa St., Suite 202, Los Angeles,
Calif. 90007; 213-743-6383.

MAY. 31-JUNE 1. Managed
Health Care in the '9Os confer-
ence in Palm Beach, Fla., spon-
sored by the National Assn. of Em-
ployers on Health Care Action;
$495 for NAEHCA members; $595
for non-members. NAEHCA Foun-
dation, P.O. Box 220, Key Bi-
scayne, Fla. 33149.

JUNE

JUNE 4-5. Toxic Substance Con-
trol Act Compliance Course in
Washington, D.C., sponsored by
Executive Enterprises Inc.; $1,045.
Executive Enterprises Inc., 22 W.
21st St., New York, N.Y. 10010-
6904; 800-831-8333; 212-645-
7880.

JUNE 4-6. Fundamentals of In-
surance course in San Diego,
sponsored by the Risk & Insurance
Management Society Inc.; $495 for
RIMS members; $595 for non-
members. Also Sept. 10-12 in Chi-
cago and Dec. 3-5 in New York
City. RIMS, Education Dept., 205
E. 42nd St., New York, N.Y. 10017,
212-286-9292.

JUNE 4-6. Fundamentals of Risk
Financing course in Atlanta,
sponsored by the Risk & Insurance
Management Society Inc.; $495 for
RIMS members; $595 for non-
members. RIMS, Education Dept.,
205 E. 42nd St., New York, N.Y.
10017; 212-286-9292.

Continued on next page
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JUNE 4-8. Reinsurance Practice

course in London, sponsored by the
Insurance & Reinsurance Research

Group Ltd.; 825 pounds ($1,350).
Insurance & Reinsurance Research

Group Ltd., Bridge House, 181
Queen Victoria St., London, En-
gland EC4V 4DD; phone: 01-236-
2175; fax: 01-489-1487.

JUNE 4-8. Certificate in En-

vironmental Health & Safety
Law program in Washington, D.C.,
sponsored by the Institute for Ap-
plied Management & Law Inc.;
$1,475. Also June 11-15 in New-
port Beach, Calif.; July 23-27 in
Orlando, Fla., and Sept. 10-14 in
Las Vegas, Nev. IAML Inc., 610
Newport Center Drive, Suite 1060,
Newport Beach, Calif. 92660; 714-
760-1700.

JUNE 5-6. Claims Reserving in
Non-Life Insurance course in

London, sponsored by the Insur-
ance & Reinsurance Research

Group Ltd.,440 pounds ($721). In-
surance & Reinsurance Research

Group Ltd., Bridge House, 181
Queen Victoria St., London, En-
gland EC4V 4DD; phone: 01-236-
2175; fax. 01-489-1487.

JUNE 5-6. Health Care Cost Con-

tainment workshop in Milwaukee,
sponsored by Health Research In-
stitute; $595. Also June 26-27 in
Hawaii, and Aug. 7-8 in San Diego.
HRI, 1600 S. Main Plaza, Suite 170,
Walnut Creek, Calif. 94596; 415-
676-2320.

JUNE 6-7. Second Luxembourg
Captive and Insurance Rendez-
vous in Kirchberg, Luxembourg,
sponsored by the Risk & Insurance
Research Group Ltd.; 480 pounds
($785) plus value-added tax. RIRG,
4 Henrietta St., Covent Garden,
London WC2E 8PS; 01-836-0614.

JUNE 6-7. Environmental Com-

pliance at Federal Facilities
conference in Washington, D.C.,
sponsored by Executive Enter-
prises Inc., $1,045. Executive En-
terprises Inc., 22 W. 2lst St., New
York, N.Y. 10010-6904; 800-831-
8333; 212-645-7880.

JUNE 6-8. CAOHC Approved
Training Course in Occupa-
tional Hearing Conservation in
Kansas City, Mo., sponsored by
Impact Hearing Conservation Inc.;
$325 for certification; $150 for re-
certification. Impact Hearing Con-
servation Inc., 406 W. 34th St.,
Suite 400, Kansas City, Mo. 64111;
816-531-4848.

JUNE 6-8. Techniques of Risk
Management course in Chicago,
sponsored by the Risk & Insurance
Management Society Inc.; $540 for
RIMS members; $640 for non-
members. Also June 11-13 in Den-

ver; Sept.. 5-7 in Vancouver, B.C.;
and Dec. 5-7 in New York City.
RIMS, Education Dept., 205 E.
42nd St., New York, N.Y. 10017;
212-286-9292.

JUNE 6-8. Claims Management
course in New York City, spon-
sored by the' Risk & Insurance
Management Society Inc.; $595 for
RIMS members; $695 for non-
members; if registered six weeks
prior prior to course, subtract $50.
Also Sept.. 12-14 in Chicago; Oct.
24-26 in Scottsdale, Ariz.; and Dec.
5-7 in Charlotte, N.C. RIMS, Edu-
cational Dept., 205 E. 42nd St.,
New York, N.Y. 10017; 212-286-
9292.

JUNE 7-8. Hazardous Waste Liti-

gation: Advanced Tactics and
Practice seminar in New York

City, sponsored by the Practising
Law Institute; $495. PLI, Depart-
ment 8A-105, 810 Seventh Ave.,
New York, N.Y. 10019; 212-765-

5700, ext. 271.

JUNE 8. Arbitration Disputes
seminar in Los Angeles, sponsored
by the International Foundation of
Employee Benefit Plans; $175 for
IFEBP members; $200 for non-
members. Also June 15 in Chicago
and June 22 in New York City.
IFEBP, Registration Department,
P.O. Box 69, Brookfield, Wis.
53008-0069; 414-786-6700.

JUNE 10-13. 40th Annual Group
Health Institute in Los Angeles,
sponsored by the Group Health
Assn. of America ; before May 11:
$495 for GHAA members, $595 for
non-members; after May 11 add
$90. Registrar, Group Health Assn.
of America, 1129 20th St. N.W.,
Suite 600, Washington, D.C.
20036.

Continued on next page
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Your life just got easier !
If you're not seeing Business Insurance every week -
or are merely catching a dated pass-along copy now
and then...you're missing important news and new
developments in corporate risk and employee benefits
management. Risky!

Make sure you have the business insurance news
you need.
-------------

Business Insurance gives you total news coverage of loss
prevention, risk financing and benefit management. Every
week. Annual subscription (52 issues) in U.S. dollars.

(Check here:)
USA

Canada

Bermuda (air only)
United Kingdom
Europe/Middle East
All other foreign

Surface Mail

0 $75
El $107

O $107

By Air
0 $152

0$162

U $157

O $163 or £105

0 $163
Rates on request

El new subscription. 0 renewal. El payment enclosed.
0 bill me. 0 bill company.
0 Please send information on your special 20%-off group rate

for five or more subscriptions.

name

title

ENTER YOUR SUBSCRIPTION TO

BUSINESS INSURANCE TODAY!

It will make your life a lot easier.

CALL TOLL-FREE on 1-800-992-9970. Fax your
order in on 1-313-446-1650. Use the card in this issue,
or if it's gone, use the coupon below.
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Datebook

Continued from previous page
JUNE 10-13. 11th Annual Public

Risk Management Conference in
Reno, Nev.; $395 for PRIMA mem-

bers; $465 for non-members; $290

for registrants from public entities.
PRIMA, 1117 N. 19th St., Suite

900, Arlington, Va. 22209; 703-
528-7701.

JUNE 11-12. American Bankers

Assn. Risk Management Se-

minar in Washington, D.C.; $495
for ABA members; $620 for non-
members. Saundra Currence, ABA,
1120 Connecticut Ave. N.W.,

Washington, D.C. 20036; 212-663-
5290.

JUNE 11-12. Understanding
Today's Property-Casualty Stat-
utory Statement conference in

New York City, sponsored by Ex-
eeutive Enterprises Inc.; $1,045.

Executive Enterprises Inc., 22 W.
2lst St., New York, N.Y. 10010-
6904,800-831-8333; 212-645-7880.

JUNE 11-12. Site Investigation
and Remediation Liability Con-
ference in Washington, D.C.,
sponsored by Executive Enter-
prises Inc.; $1,045. Executive En-
terprises Inc. 22 W. 2lst St., New
York, N.Y. 10010-6904; 800-831-
8333; 212-645-7880.

JUNE 11-13. Trustees and Ad-

ministrators Institute in Ana-

heim, Calif., sponsored by the In-
ternational Foundation of

Employee Benefit Plans; $525 for
IFEBP members; $600 for non-
members. Also Aug. 6 in Vancou-
ver, B.C. IFEBP, Registration De-
partment, 18700 W. Bluemound
Road, P.O. Box 69, Brookfield, Wis.
53008-0069; 414-786-6700.

JUNE 11-13. Seventh Annual In-
ternational Conference on In-

surance Taxation in Vienna,
Austria, sponsored by the National
Center for Tax Education & Re-
search, $945. Bernard B. Goodman,

Executive Director, National Cen-
ter for Tax Education and Re-

search, 8 Vista Drive, P.O. Box 414,
Old Lyme, Conn. 06371; 203-434-
3044.

JUNE 11-15. The 1990 Funda-

mentals of International Em-

ployee Benefits course in Brook-
field, Wis , sponsored by the
Corporate Benefits Institute of the
International Foundation of Em-

ployee Benefit Plans; $1,000 for
IFEBP members; $1,125 for non-
members. International Founda-

tion of Employee Benefit Plans,
Registrations Department, P.O.
Box 69, Brookfield, Wis. 53008-
0069; 414-786-6700.

JUNE 12-13. Earthquake Expo-
sure Analysis-What is the State

J&H INFOLINE
INFORMATIONAND IDEAS ON RISK MANAGEMENTAND EMPLOYEE BENEFITS FROM JOHNSON & HIGGINS

of the Art? conference in London,
sponsored by the Insurance & Re-
insurance Research Group Ltd.;
420 pounds ($688). Insurance & Re-
insurance Research Group Ltd.,
Bridge House, 181 Queen Victoria
St., London, England EC4V 4DD;
phone: 01-236-2175; fax: 01-489-
1487.

JUNE 12-15. Leaking Under-
ground Storage Tank Workshop
in Atlanta, sponsored by the Geor-
gia Institute of Technology; $550;
$75 for optional exam. Also Oct.
23-26. Education Extension-R,
Georgia Institute of Technology,
Atlanta, Ga. 30332-0385; 404-894-
2400; 800-325-5007.

JUNE 13-14. Advanced Risk

Management Analysis course in
New York City, sponsored by the
Risk & Insurance Management So-
ciety Inc., $545 for RIMS members;
$645 for non-members. Also Oct.
10-11 in Denver. Risk & Insurance

Management Society Inc., Educa-

end Toward Self-insured Programs To Strengthen.

J&H introduces newJ&H*SIARSSM management system.

Witha"hardmarket" in the wind, more companies, large and small, are looking to
seM-insurance. High residual market charges are giving further impetus to this
movement.

Many organizations consider self-insurance tobe the most effective warto
save premium dollars andto foster rimir mA.nAgement consciolwn ARA

A successful self-insurance program requires close supervision. In todafs
business environment, many seM-insurers have foundthatitis more efficient to
retain specialists to perform these functions than to use in-house staff.

JUH*STAREISM (Johnson 69 Higgins Sef-Insurance chnology and Resource
System) is a complete management system that combines computer technology
WiththecISHnetworknfrimkmA.nALAmAnt.A.nfl ing,rA.nne SpecialiStS.

J¥EI*STARS uses a matrix approach that combines consulting expertise
with specializedtechnical services to provide the spectrum ofservices necessairy
to properlymonitor a self-insured program.

The thrust ofthe J&PH*STARS approach is to give organizations the consult-
ing analysistheyneedto design the optimalriskfunding programwhile provid-
ing the necessary services to keep costs under control.

Fbr more information on JWH*STARS, call a Johnson &P Higgins office to
arrange forarepresentative to discuss theprogram. Or,callDonKrutek, Senior
Vice President, at (312) 648-3120.

© 1990 Johnson & Higgins
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tion Department, 205 E. 42nd St.,
New York, N.Y. 10017; 212-286-
9292.

JUNE 13-14. Captive Forum '90
in Guernsey, Channel Islands, co-
sponsored by the Guernsey Finan-
cial Services Commission-Insur-

ance Division and Guernsey Insur-
ance Co. Managers' Assn.; 50
pounds ($81) for corporate insur-
ance buyers; 100 pounds ($163) for
exhibitors; 150 pounds ($245) for
others. Captive Forum Coordinat-
ing Center, Studio Two, Pitron-
nerie Complex, St. Peter Port,
Guernsey, Channel Islands; 0481-
711676.

JUNE 14-15. Leaking Under-
ground Storage Tanks: Correc-
tive Action Alternatives course

in Atlanta, sponsored by the Geor-
gia Institute of Technology; $295.
Education Extension-R, Georgia
Institute of Technology, Atlanta,
Ga. 30332-0385; 404-894-2400 or
800-325-5007.

JUNE 14-15. Underground Stor-
age Tank Management Course
in Washington, D.C., sponsored by
Executive Enterprises Inc., $1,045.
Also July 9-10 in Chicago. Execu-
tive Enterprises Inc., 22 W. 2 lst
St., New York, N.Y. 10010-6904;
800-831-8333; 212-645-7880.

JUNE 14-15. The Environmental
Insurance Law Institute in New

York City, sponsored by Executive
Enterprises Inc.; $1,045. Executive
Enterprises Inc., 22 W. 2lst St.,
New York, N.Y. 10010-6904; 800-
831-8333; 212-645-7880.

JUNE 14-15. Solving the Work-
ers' Compensation Puzzle in
Ventura, Calif., sponsored by the
University of California-Santa
Barbara; $145 for one day; $250 for
both days. Judy Weisman, Univer-
sity of California-Santa Barbara
Extension, Santa Barbara, Calif.
93106; 805-961-4143.

JUNE 18-19. New England Em-
ployee Benefits Council's 10th
Anniversary Conference and
Exhibition in Boston; $425 for
NEEBC members; $525 for non-
members. New England Employee
Benefits Council, 45 William St.,
Suite 225, Wellesley, Mass. 02181;
617-239-1767.

JUNE 25-29. Environmental Lit-

igation course in Boulder, Colo.,
sponsored by the American Law
Institute-American Bar Assn.

Committee on Continuing Profes-
sional Education; $725. Registrar,
American Law Institute-American

Bar Assn, 4025 Chestnut St., Phila-
delphia, Pa. 19104; 800-253-6397;
215-243-1661.

JUNE 26. Directors' and Offi-

cers' Liability Insurance se-
minar in San Francisco, sponsored
by the Practising Law Institute;
$350. Practising Law Institute,
Dept. BA-105, 810 Seventh Ave.,
New York, N.Y. 10019; 212-765-
5700.

JUNE 27. Environmental and
Toxic Tort Claims: Insurance

Coverage in 1990 and Beyond
seminar in San Francisco, spon-
sored by the Practising Law Insti-
tute; $350. Practising Law Insti-
tute, Department 8A-105, 810
Seventh Ave., New York, N.Y.
10019; 212-765-5700, Ext. 271.

.

The Datebook is compiled from no-
tices sent to Business Insurance.

Notices shoutd be sent at least

eight weeks in advance to Date-
book, Business Insurance,

Rush St., Chicago, Ill. 60611-2590.
Please include the_price, if any, oj
the meeting and information on
registration for interested readers.
Business Insurance reserves the

right to select meetings Of most in-
terest to its readers and cannot

guarantee that notices will be
printed.



L. Marilynn Gay, 35, named as-
sistant vp and benefits manager-
human resources of KeyCorp in Al-
bany, N. Y. In this newly created
position, Ms. Gay is responsible for
the financial ,
services com-

pany's pension '
and welfare em- ;
ployee benefit a ,
plans. She re-
ports to Wallace
R. Demary, vp of -
benefits and

compensation.
Before joining
KeyCorp in 1989 Ms. Gay
as a benefits of-

ficer, Ms. Gay was benefit manager
at Buckman Van Buren & Fonner

in Horsham, Pa. Prior to that, she
was a sales consultant at the Pru-

dential Insurance Co. of America,
also in Horsham. She holds a bach-

elor of business administration de-

gree in marketing and management
from the University of Pennsylva-
nia's Wharton School of Business
in Philadelphia.

***

Patricia S. Fisher, named assis-
tant treasurer of Amoco Corp. in
Chicago. In this position, she di-
rects the company's insurance pur-
chasing, banking, short-term in-
vestment and borrowing and credit
administration operations. She re-
places Steve Gates, who was ear-
lier named assistant treasurer of
corporate finance, and reports to
W.R. Hutchinson, vp-treasurer.
Ms. Fisher, who joined Amoco as
an attorney in 1981, had been a
general corporate attorney in the
company's law department since
1987. Before joining Amoco, she
was an attorney at Isham, Lincoln
& Beale in Chicago. She holds a
bachelor's degree and a law degree
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Equitable names Crystal risk manager
Comings & goings: buyers

-

Ruth Crystal, 32, has been pro-
moted to risk manager at The Eq-
uitable Life Assurance Society of
the United States in New York

City. In this newly created posi-
tion, Ms. Crystal is responsible for
managing and administering the
property/casualty insurance pro-
grams of the diversified insurance
and financial services company.
She reports to Helen B. Terry, vp-
risk management. Before joining
Equitable in 1987, Ms. Crystal was
assistant insurance manager for
Turner Construction Corp. and was
a sales assistant at Liberty Mutual
Insurance Co., both in New York.
Ms. Crystal has a bachelor's degree
in psychology from the State Uni-
versity of New York College at
Purchase and holds the Associate

in Risk Management designation.
***

James A. Juergens, 48, has been
promoted to vp-risk management
of Crowley Maritime Corp. of San
Francisco. In this position, he has
full responsibility for the corpora-
tion's risk management program,

including prop-
erty/casualty in-
surance, loss
control, safety
and claims ad-

, ministration.
' Mr. Juergens re-

places Charles
N. Findlay, who
retired, and re-
ports to Kevin

Mr. Juergens O'Rourke, senior
vp-legal and in-

surance. Mr. Juergens, who has
been with Crowley since 1981,
most recently was director-risk
management for the company,
which provides marine transporta-
tion and relat:ed services. Before

joining Crowley, Mr. Juergens
served in the risk management de-
partment of Sea-Land Service Inc.
in Edison, N.J. He attended Golden
Gate University in San Francisco.
Mr. Juergens also is chairman of
the Marine Index Advisory Board.

***

from Northwestern University in
Evanslon, Ill.

***

Luis Lewin, 41, named director
of human resources operations at
the New York Daily News in New
York City. In this newly created
position, Mr. Lewin is responsible
for establishing human resource
programs in four Daily News faci-
lities, with an emphasis on the
newspaper's plants. Mr. Lewin will
be involved in employee benefits,
compensation and training, as well
as employee communications. He
reports to John T. Sloan, vp-human
resources. Mr. Lewin was manager
of human resources at the Chicago
Tribune before joining the Tribune

Co.'s Daily News unit. Before that,
he was director of human resources

at 7-Up Foods Inc. in Ventura,
Calif. Mr. Lewin holds a bachelor's

degree in psychology, secondary
education and Spanish from Wil-
mington College in Wilmington,
Ohio, and a master's degree in
modern languages from Ohio Uni-
versity in Athens.

***

Vincent R. Grande, 27, named
asset and risk specialist in the risk
management department of Carni-
val Cruise Lines Inc. of Miami, Fla.
In this newly created position, Mr.
Grande is responsible for arrang-
ing workers compensation and
property and liability insurance

for the company's hotels and ships.
Mr. Grande, who reports to Mi-
chael S. Scheinblum, risk manager,
has been with Carnival since 1989,
most recently as a tax accountant
in the payroll department. Prior to
joining Carnival, Mr. Grande was a
tax accountant at Weisberg,
Brause & Co. in Miami. He holds a

bachelor's degree in accounting
from Utica College at Syracuse
University in Utica, N.Y.

***

Kenneth W. Spruell, 42, named
executive vp and general manager
of the insurance division of mort-

gage banker Molton, Allen & Wil-
liams Corp. in Birmingham, Ala. In
this newly created position, Mr.
Spruell has overall responsibilities
for the daily operations of the in-
surance division. He reports to
Louis Kulovitz, executive vp. Mr.

Spruell first joined the company in
1985, then took a position in 1987
as managing vp at Alexander &
Alexander Inc. in Chattanooga,
Tenn. Mr. Spruell returned to Mol-
ton, Allen & Williams in January
1990 as executive vp-marketing
and branch office operations. He
holds a bachelor of business ad-
ministration degree in real estate,
insurance and finance from the

University of Montevallo in Mon-
tevallo, Ala.

We'd like to report on staff changes
in your company's risk manage-
ment, safety and employee benefits
departments. Just drop a note to
Nancy Johnson, Copy Editor, Busi-
ness Insurance, 740 N. Rush St.,
Chicago, Itt. 60611-2590, or call
312-649-7784. Please send a photo-
graph, too.

PROVIDING A CHOICE
Employee Benefit Programs from American General Group
0 Life

0 Medical

El AD&D

[3 Disability Income
El Credit

El Dental

El Vision Care

El Prescription Drug Plans
El Flexible Benefits

0 Utilization Management
0 Case Management
Il HMOs/EPOs

m PPOs

A merican General Group Insurance
Ll Company has the coverages and

fl services employers need to
protect their most valuable asset -
their employees.

Plus, AGGIC offers numerous funding
arrangements to help employers control
the cost of their benefit programs. From
ASO and minimum premium contracts to
specific and aggregate stop-loss coverage,
AGGIC has what employers need to
manage the cost and risk of providing
benefits to employees and their
dependents.

To find out more about our products and
services - what we sell and what we can
do for groups of 100 or more - contact
the marketing office nearest you:

Executive Offices/Central Region
3988 North Central Expressway
Dallas, Texas 75204

(214) 841-1000

Eastern Region
1301 Gulf Life Drive, 5th Floor
Jacksonville, Florida 32207

(904) 348-2820

Western Region
1610 Arden Way, Suite 165
Sacramento, California 95815
(916) 649-6580

American General Group
Insurance Company
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Changing times at small firms
Risk managers delegate more: Survey

By JOANNE WOJCIK

Risk managers at small firms are
taking a cue from their counter-
parts at large companies and dele-
gating more tasks to their staff
members, a new survey bhows.

For example, fewer risk manag-
ers at small firms have direct,
hands-on responsibility for bene-
fits administration-what has been

a typical duty for risk managers at
small firms, the survey found.

Indeed, significantly fewer risk
managers at small firms have di-
rect, hands-on responsibility for
such typical risk management
duties as developing risk financing
plans and negotiating coverages
and instead have increasingly
taken a supervisory role in these
areas, according to the survey.

In addition, fewer risk managers
at small firms have hands-on re-

sponsibility for corporate data se-
curity, safety and fire loss control
engineering and claims handling,
the survey reports.

Typically, large companies with
diverse risks need risk managers to
specialize and have large enough
6udgets to allow such specializa-
Lion, observed Bill Perry, president
if Logic Associates Inc., the New
York-based executive recruiting

firm that conducted the survey.
But today, "even small com-

panies are getting away from using
risk managers as jacks-of-all-
trades," he said.

In fact; Logic Associates has no-
ticed a significant increase in de-
mand for benefit managers at com-
panies of all sizes, Mr. Perry noted.

Increasingly complex benefits
laws and regulations have made
benefit plan administration "much
more complicated, and companies
need someone" other than a risk

manager to handle this area, Mr.
Perry explained.

The 1989 Logic Associates sur-
vey, which details the varying re-
sponsibilities of risk managers at
companies of all sizes, is based on
the responses of 1,452 risk manag-
ers nationwide.

The survey, which also tracks
risk manager compensation, pro-
vides an important guide to em-
ployers creating risk management
positions and to risk managers who
want to compare their compensa-
tion and responsibilities with their
counterparts at similarly sized
companies (BI, April 30).

The survey respondents are cate-
gorized according to company size,
with the smallest companies re-
porting annual sales of $200 mil-

lion or less, and the largest report-
ing more than $7 billion in sales.

The most significant finding in
this year's survey was that fewer
risk managers at smaller firms are
responsible for employee benefits
administration, according to Mr.
Perry.

The survey found that 50% of
risk managers at firms with annual
sales of less than $200 million had

direct, hands-on responsibility for
employee benefits administration
in 1989, down from 57% in 1988,
and 64% in 1987 (BI, April 17,
1989; Aug. 22, 1988).

And, 31% had supervisory or ad-
visory responsibility for benefits
administration, up from 29% in
1988, and 24% the year before.

An increased percentage of risk
managers at the smallest com-
panies had direct responsibility for
pension and profit-sharing plan
administration-32% in 1989, com-
pared with 29% in 1988.

But, another 32% of risk man-
agers at firms of that size said they
were not involved in pension and
profit-sharing plan administra-
tion.

At companies with between $201
million and $500 million in annual
sales, 38% had direct, hands-on re-
sponsibility for benefits adminis-

At United States Life,
our commitment to small

groups just got better.

Introducing The Quality Series /
When we introduced The Quality Series, we proclaimed it: "A
perfect 10 for your group health program," providing a variety
of multi-option benefits, ideal for small-employer groups. The
Quality Series 11 is everything The Quality Series is. And more.

The Quality Series 11 provides small-group coverage for
catastrophic claims at a lower, more affordable cost while
maintaining the comprehensive coverage of our traditional
plans.

The Quality Series 11 is designed to shift the responsibility of
routine claims to the insured via a higher deductible and coin-
surance. As a result, the employer's annual premium is lower.

For more information, call your general agent
or our toll-free number,

1-800-344-3481.

1 1\/4
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At United States Life, we make quality a priority. Every day.

EXECUTIVE OFFICES:

THE UNITED STArES LIFE Insurance Company
125 Maiden Lane

New York NY 10038

GROUP OPERATIONS CENTER:

THE UNITED STATES LIFE Insurance Company
3600 Route 66 • PO Box 1580

Neptune NJ 07754-1580

THE UNITED STATES LIFE Insurance Company

A U:liFE COMPANY

Risk managers' areas of responsibility
By company sales in millions otdollars
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Belp®Ove@@Ily/®*1@@F A.#PBm@bm#

$0- $201-
200 500

52% 68
Risk financing

=596 Em

Negotiation of 59 60

coverage placement -

Claims handling

Safety/fire loss
engineering

Data security

Benefits
administration

Pension/profit sharing
administrati6n

SOurter Logo As,Ot#t#$

69 EL

56 57

@E S®

54 60

ge @$
50 21

35 4@

50 38

32 30

@7 @®

tration, down slightly from 39% in
1988.

About 28% of risk managers at
these companies had either super-
visory or advisory responsibility
for benefits administration in

1989, compared with 24% the year
before.

In addition, 30% of the risk man-
agers at companies of this size
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were directly responsible for pen-
sion/profit-sharing administra-
tion, the same as in 1988.

But a larger percentage-36%
last year, compared with 33% in
1988-were responsible for pen-
sion/profit-sharing plan adminis-
tration in either a supervisory or
advisory basis.

Continued on next page
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By LAURA MAZZUCA

More small agencies are creating formal, multi-media ad-
vertising budgets-whether they are located in a metropolis
with competition on every corner or in a small town, where
advertising traditionally has meant a handshake and a pen-
cil and calendar.

Agents, driven by soft market conditions and increasing
competition from direct writers and each other, are care-
fully directing their advertising dollars and creating formal
ad budgets, consultants say.

For example, under increasing pressure from direct writ-
ers and New York and Philadelphia agencies, Buckelew &
Associates in Toms River, N.J., recently began running tele-
vision commercials.

"Things are getting tougher in our area, so we decided to
advertise," said Brian Buckolew, vp of the $25 million, fam-
ily-run agency.

Most of the agency's new business still is generated
through referrals, but "the advertising is important because
it reinforces the agency's image with people who are already
clients of ours," Mr. Buckelew explained.

But not all agencies are devoting more money to advertis-
1ng.

About 20% of the nation's agencies now have mass media
advertising programs, according to Kim Paterson, president

, of Creative Insurance Marketing, a marketing consultant in
Red Bank, N.J.

And if direct-mail campaigns are included, 75% of agents
have some kind of advertising campaign (see story, page

4 52C).
Most of those budgets are woefully inadequate, she says.
"It's true that more of them are formalizing their adver-

tising budgets, but you don't always see the dollars going
along with it," she said.

Still, "more agents are realizing that advertising on a hit-
or-miss basis is not sufficient," Ms. Paterson said, referring
to ads in the Yellow Pages or Little League team sponsor-
ships.

Agencies need formal ad budgets because advertising
must be repeated consistently to be effective, Ms. Paterson
said.

"Some agents give up if they do not see a dramatic return
right away," she said, noting that a formal advertising pro-
gram is a new way of thinking for agents used to the old
pencil-and-calendar method of advertising.

For example, Mr. Buckelew, whose father bought the
agency in the late 1950s, was hard-pressed at first to per-
suade the senior Mr. Buckelew to advertise.

"His attitude was, 'It's a good idea, but it costs a lot of
money," Mr. Buckelew recalled. "He's from the old school,
when they never advertised because they didn't have to. But
times have changed, and he realizes that."
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Agent/Brokerropics
A monthly editorial section sent exclusively to agents and brokers
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Radio, TV
gain share
of agency
ad budgets

Small agencies move past pencil and calendar ads
Some agencies, aware of the importance of advertising,

are increasing their budgets to expand into other mediums.
Capen, Frank, Proctor & Bowles, an agency in Blooming-

ton, Ill., ran ads on a single radio station for 13 years.
Skimpy advertising on that one station was a "pet peeve"

for Joseph Weidner, operations manager for Capen Frank.
Mr. Weidner recently became an agency principal.

The $9 million agency recently began advertising for exec-
utives seeking personal financial services with commercials
on cable television's Financial News Network.

Capen Frank's ad budget now has doubled to $22,000-
"still not adequate, but better than it was," Mr. Weidner
said.

The agency also is advertising on another radio station.
Response to the TV ads has been positive, though results
have not been tracked formally, he said.

Billboard space, newspaper and magazine ads and radio
and li,cal cable television commercials are all popular out-
lets for smaller agencies that devote 2% to 6% of their an-
nual revenues to advertising, Ms. Paterson said.

And as agencies become more creative and aware of how
advertising dollars can be spent, they are mixing and
matching various media, according to Ms. Paterson.

Rue Insurance Inc. in Trenton, N.J., for instance, adver-
Uses on a traditional talk/news and
middle-of-the-road radio stations.

But the $24 million agency also runs
six different "humorous" spots on a
New Jersey rock 'n' roll station, noted
President William Rue.

-4. 4 2

"We're after all of the market," he said.
Northside Insurance Services Inc. of Atlanta spends most

of its $100,000 annual advertising budget on direct mail and
cable TV. But part of the budget goes for shopping cart signs
at a local gourmet market catering to the affluent, said
agency President Jerry T. Hargrove, currently Insurance
Marketing Services' Marketeer of the Year.

Northside's ad budget represents about 6% of its $1.7 mil-
lion of premium volume.

A likeness of Dennis Young on a huge billboard looming
over the Texas-Arkansas state line is another example of
agency creativity.

Mr. Young, president of Dennis Young Insurance, a $2
million agency in Texarkana, Ark., also spends about $1,000
a year on radio commercials during local high school foot-
ball broadcasts and some National Collegiate Athletic Assn.
basketball tournaments.

Agents need no longer rely solely on such conventional
media, consultants say.

For example, with advances in affordable technology,
agents can run direct-mail ad campaigns from their offices

Continued on next page
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Tracking
success

of agency
advertising

So, your formal advertising bud-

get is lined up, and you're running
spots on the local cable TV station
and in the local newspaper as well
as sending out some direct mail-
ings.

But how can you tell which of
these methods is working-and
working best?

One way to tell is by using a
''tracking form," according to Kim
Paterson, president of Creative In-
surance Marketing in Red Bank,
N.J.

With this method, a producer or
customer service representative

queries call-in or walk-in pros-
pects on how they heard about the
agency.

The reply is marked on a form
listing each type of advertising an
agency uses.

Producers and customer service

representatives should further note
on the form whether prospects de-
velop into clients, what type of
coverage was sold, and if no cover-
age was written, why not, Ms. Pat-
erson said.

Ms. Paterson also advised agen-

cies to briefly suspend ad cam-
paigns to see if prospective clients
contacting the agency during this

period remember the agency from
its suspended campaign. This tells
the agency how strong an agency
image the campaign is establish-
ing.

She also recommended sus-

pending ad campaigns during July
and the Christmas holidays, when
few people are looking to buy in-
surance.

Before an ad campaign, agencies
should test name recognition with
a "benchmark" survey, she said.
Prospects in the area who meet an

agency's target audience profile
should be surveyed.

Once a campaign is underway,

the group should be surveyed
again, she said.

Referring to the benchmark sur-
veys she conducted for an agency
client, Mr. Paterson said: "You

could see the increase in public
perception, and it was dramatic.
It'ss not 100% accurate, but it is

quantifiable."
Agents agree that determining

the success of any advertising
campaign is difficult-and in some
cases impossible.

"You either believe in advertis-

ing or you don't," observed Marcus
Payne, executive vp and chief
operating officer for Crump E&S
Group in Dallas, which predomin-
antly advertises in print.

The brokerage has tried several
times to quantify its programs'
success, but has never developed
any substantive statistics-unless
the advertising was for a specific
program, Mr. Payne said.

In many cases, especially in

small markets, the best way to de-
termine a campaign's success is to
just sit back and listen.

"My billboard must be working,
because everybody says they're
sick of it," quipped Dennis Young,
president of Dennis Young Insur-
ance in Texarkana, Ark.

In the nine months the billboard

has been up, "we've had more calls
than we've ever had about health

insurance," Mr Young noted. The
agency sells health insurance, but
it's advertised only in the Yellow
Pages and on the billboard, he
said.

-By Laura Mazzuca

Direct mailings
Continued from previous page

At about 17 cents per piece, the

83,000 mailings cost the agency
about $14,000 ayear.

Agent James Erskine used a di-
rect mail campaign to drum up
business when he was forced to

start an agency from scratch in
Wallingford, Conn., a town of
about 100,000, when the cluster he

was involved in failed two years
ago and lost some contracts with
insurers.

The three insurers that James

Erskine & Co. represent are noted
for their personal lines, so Mr. Ers-

kine and his sole producer targeted
homeowners coverage.

"I'm a dyed-in-the-wool com-
mercial man, but when you're

starting from scratch again, it's
good to have personal lines as a
base," he said.

Searching for leads in state list-
ings of property transactions
proved long, laborious and fruit-
less, he said.

But one day while Mr. Erskine
and his producer were driving
through a particularly attractive
residential part of town, Mr. Ers-
kine came up with the idea of tak-
ing photos of the houses and in-
cluding them in a direct mail
campaign.

Most of the homes were about 15

years old with insured values of
between $150,000 and $200,000.

Letters-including a photo of
each house-were sent to each ho-

meowner.

The letter complimented the ho-
meowner on the home's appear-
ance and said the agency might be
able to offer the owner less costly
homeowner's coverage.

Producers were given photoco-
pies of those pictures to use in fol-

low-up calls.
During those calls, producers ask

prospects for coverage expiration
dates and ask whether the agency
can send them information.

Its success rate so far is alnnost

50%, since "we're only after an ex-
piration date on that call," Mr.
Erskine said.

Some 480 letters have netted 213

homeowners expiration dates and
190 auto coverage expirations
dates.

While Mr. Erskine said he is

"afraid to" determine the total cost

of the campaign, he estimated that
factoring out the producer's phone
follow-up time, the campaign costs
about $3 per letter, or about
$1,200.

But the agency has generated
about $200,000 in premiums from
the campaign, he said.

The agency's annual premium
volume is now about $386,000. Mr.

Erskine is optimistic that his unor-
thodox direct mail technique is
helping to fill the coffers.

"Give me a call again in about a

year," he quipped. "If I'm still
here, you'll know it's working."

For many other agencies, though,
direct mailing is part of a bigger
print advertising campaign.

BRI Coverage Corp., a New York
brokerage with 1988 gross reve-
nues of $31.9 million, uses a one-

two punch.
Direct mail and trade journal ads

promote new programs like cover-
age for asbestos abatement con-
tractors, said partner Howard
Miller.

Other agency advertising pro-
grams are designed to attract other
potential insurance buyers, includ-
ing demolition contractors and
furriers.

BRI's annual ad budget is about
$100,000. I
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Expert says results key, not desk clutter
By LAURA MAZZUCA

ORLANDO, Fla.-A lifetime of

nagging parents, ruler-wielding

teachers and tyrannical bosses have
taught agency employees-and prin-
cipals-to always "look busy."

But employees who fill their work-
ing hours with busywork are actually

wasting time that could otherwise be
used to increase efficiency and profit-
ability, according to Michael Fitzpa-
trick, president of Mullan Insurance
Services Inc. in Toledo, Ohio.

Mr. Fitzpatrick discussed "Man-
agement by Breathing-or by Re-
sults?" at the 17th International In-

surance Marketing Services annual
convention April 18-22 in Orlando.

In what he calls "management by

breathing," both managers and em-
ployees measure success and produc-
tivity not by what they do, but rather
by "the number of deep sighs and
clutter on the desk," he said.

The manager in such an office be-
comes an "overseer," stalking past
desks and constantly demanding to
know what everyone is up to.

But often when "overseers" ask

employees to perform additional
tasks like cold calling, staffers tell
them that they "don't have the time,"
which is usually true because they
are not only doing their jobs but try-
ing hard to "look busy" the rest of
the time, Mr. Fitzpatrick explained.

"We felt, assumed and guessed-
but didn't know-what was happen-
ing in our own office," he said. "Man-

agement by looking busy becomes a
game, and nobody knows the rules."

The Mullan agency learned its les-
son about promoting efficient work
methods when its customer service

representatives became irate in the
mid-1980s with his "Mike the Terri-

ble" management style, he said.
Since then, Mr. Fitzpatrick and his

staffers have developed what he calls
"management by results."

Under this method, performance of
individuals and the staff as a whole is

tracked based on actual activity, not
on whether they "look busy."

Employees keep track of each daily
task they perform and indicate how
many times they perform each task.

Activities, tallied daily by each em-
ployee, are tracked on a weekly,

monthly and annual basis using a
computerized spreadsheet system.

Agency principals are able to track
employee productivity, and also to
pinpoint peak seasons, spot work
flow problems, and add staff when
needed, Mr. Fitzpatrick said.

The system also can be adapted
for principals and producers to track
their own productivity by specific
tasks, such as calls made and paper-
work handled, Mr. Fitzpatrick said.

Under a "management by results"
approach, the agency manager
changes from Simon Legree to a
"coach" in his staffers' eyes, Mr.
Fitzpatrick said. Under this system,
"we want to score points and ensure
that the other team doesn't score

more points than us."

|F YOU'RE NOT FROM
THE MARKET ITS HARD TO

UNDERSTANDTHE MARI<EI

Every market has its own distinctive
problems and opportunities. Factors that
make business boom in Boise may make it
go bust in Biloxi. You have to be there to know
the difference.

So, as part of our new corporate structure,
we've put a lot more of our people where they
can be the most productive. We've moved them
right into the markets we serve.

Now more than ever. our professionals are
in a position to know their markets inside and
out. They'll be in tune with changing needs.
And they'll have the resources to meet them.

Because we haven't just given them new
addresses. We've given them greater authority
to make decisions and to write business.

Without having to jump through lots of
bureaucratic hoops.

It's one more way we're making the new
Maryland Casualty infinitely more responsive
to our independent agents and clients.

We understand your needs because
we're never out of your element.

MarylandCasualty
A member of the worldwide Zurich Group.

This is achieved by giving "play-
ers" specific instructions that they
can understand and follow, as well

as by tracking and reviewing their
performance.

To determine how much time was

being spent on various tasks, the
Mullan agency's staffers first defined
the tasks that are performed by em-
ployees throughout the workday.

These include processing mail; tak-
ing incoming phone calls; talking
with walk-in clients; securing ex-
piration dates; processing claims and
renewals; making quotes; tracking
suspense items; making policy

changes; increasing policy limits; and
finding and noting insurer errors.

Staffers then estimated the average
time it took to finish each task.

Processing mail, they estimated,
took five minutes per piece. Tele-
phone calls each took five minutes;
walk-in clients took 15 minutes per
transaction; and quotes took 30 mi-
nutes each, the staffers calculated.

Those times will vary from agency
to agency, said Mr. Fitzpatrick.

Using these estimates, a manager
or principal can determine how much
employees are working each day by

multiplying the average time per task
by the number of tasks performed.

Although Mr. Fitzpatrick's records
indicate that Mullan employees work
an average of 5.5 hours per day, he is
happy to pay them for 7.5 hours be-
cause he asks them to fill in a portion

of those two hours by making 10 cold
calls daily. Once staffers do their reg-
ular work and make these calls, he

says he does not care how they spend
the rest of their day.

Mr. Fitzpatrick says his system also
would help time management experts
plan for "demand contact" phone
calls-calls from clients needing im-
mediate attention.

Planning agency work schedules
around these unanticipated calls is
difficult, he says. But Mr. Fitzpatrick
said his own system takes these calls
into consideration by counting each
incoming call and then tracking the
outcome of the call by the type of
service provided.

"Management by results" works
because the manager does not es-
tablish arbitrary goals-goals are set
by the staffers themselves, he said.

It is also beneficial because it can

be used to determine when to hire

more personnel if the workload gets
too heavy, he said.

Mullan's rule of thumb is that if

CSRs are handling more than 22 calls
daily, another CSR should be hired.
That figure probably will vary among
agencies, he said.

The systenn also creates a good at-
mosphere in the office because it
allows each employee to measure his
or her own performance daily.
"There's some satisfaction in know-

ing that you accomplished all that in
one day," Mr. Fitzpatrick said.

However, he cautioned that the

program cannot be used with an
agency staff that already is suffering
from the "management by breathing"
malaise unless managers interested in
using the system first meet with the
agency's staff to introduce it and ex-
plain why it is being launched.

Without that consultation, the re-
sult would be failure, resistance and
resentment from staffers because

they would take the attitude that "we

don't have time" to implement the
systenn.

It is important to stress that the
system is confidential and that only
the manager knows each employee's
performance level, he said.

Employees also should be told that
it only takes between four and six

minutes each day to tally up their
daily performance.

The system should be considered
permanent, and it will provide use-
ful comparative information, Mr.
Fitzpatrick said. I
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Agent recounts disastrous buying spree
By LAURA MAZUCA Chastened principal touts slow growthORLANDO, Fla. Expansion

through buying out even the most
lucrative agencies can end in disas-
ter unless good middle managers
and standardized accounting and
management hold the deals to-
gether, says an agency principal.

Once a disciple of high-profile
acquisition, Charles Nielson is now
chief financial officer of Collins-

worth, Alter, Nielson, Fowler &

Dowling Inc- of Miami Lakes. Fla.
He i·ecounted how his highly sue-

cessful agency, lacking a middle
management layer, ran itself into
the ground through rapid acquisi-
tions during a speech at the 17th
international Insurance Marketing

Services convention last month in

Orlando. Fla.

The principals of that agency
eventually joined another agency
with $30 million of annual pre-
mium volume.

But Mr. Nielson said he learned a

lesson when his agency crumbled

after acquiring and trying to ab-
sorb 60 agencies within 18 months
during the soft market of the early
1980s.

''To absorb so many agencies in
so short a time is suicide," he said.

Despite a growth program based
on the aggressive approaches of

Bituminous can

put it all together
for your agency.

f 144

some alphabet houses, overexpan-
sion hurt not only the purchasing
agency and its partners, but "the

good, honest agents who aligned
themselves with us," he said.

The agency's problems began in
1978.

At the time, Mr. Nielson's agency
-Stevenson. Collinsworth & Niel-

son-was ''doing exceptionally
well" with two offices and an an-

nual premium volume of $12 mil-
lion. As one of three partners, he
"very, very tightly managed" the
agency.

SCN then embarked on an ag-

Bituminous
R...Un..NCI ............

Choosing the right business insurance source can be puzzling.
But Bituminous Insurance Companies can help put all the pieces
together for you. If you have an established commercial lines
agency (retail only - no MGAs) requiring property/casualty writings
in any of the above industries, it's time we talked. You and
Bituminous could become a winning combination.

gressive acquisition program.
"We knew exactly where we

wanted to go with the program and
how we wanted to structure our

purchases," Mr. Nielson said.
With $250,000 in cash, the

agency made down payments on 60
agencies with a total premium vol-
ume of about $60 million a year.

SCN acquired agencies in Cali-
fornia, Salt Lake City, Rhode Is-
land, Illinois, Miami and other
other areas, Mr. Nielson said.

Acquired agencies were consoli-
dated into 13 locations in eight
territories.

• Oil & Gas

Extraction .

On Shore

• Heavy
Construction

• Housemovers

• Coal Mine Liability

• Logging and
Lumbering

• Water Well Drillers

Bituminous
INSURANCE COMPANIES

Home Office: Rock Island, Illinois 61201

Phone 1-800-447-1662

1-800-423-1179 in Illinois

FAX 309-786-3847

Writings available in the following states: AL, AR, CO, DE, GA, IL, IN, IA, KS, KY, LA, MD, MI, MN, MS, MO, NE, NM, NC, OH, OK, PA. SC, TN, TX, VA, WV, WL WY.

For management purposes, SCN
appointed one agent in each terri-
tory as supervisor of that region

and made that agent a stockholder
in SCN. '

At first, things looked great.
Mr. Nielson hit the speakers cir-

cuit to spread the word on SCN's

phenomenal growth. He addressed
meetings of the IMS, the National
Assn. of Professional Insurance

Agents and the Independent Insur-
ance Agents of America, where
even more agents became in-

terested in selling their businesses.
''I was like a kid in a candy

store," Mr. Nielson recalled.
After 18 months of aggressive

acquisitions, the numbers looked
good: The expanded agency was

producing $70 million in annual
premium volume and $7.5 million
in commissions.

Acquisition plans used by some
alphabet houses served as a model.
But SCN neglected to follow their
management style after such ac-
quisitions.

After a national brokerage ac-
quires an agency, it typically sends
in a middle manager to bring the
accounting and management sys-
tems into line with the brokerage's
standards, rather than expecting
the former agency principal to do

the job, according to Mr. Nielson.
Middle managers should spend

at least two years getting acquired
agencies into shape, he says now.

'To absorb so many

agencies in so short
a time is suicide,'

says agency principal
Charles Neilson.

But SCN's main office then con-

sisted of only executives and pro-
ducers. The agency "virtually had
no middle management" to run its
many acquisitions, Mr. Nielson ex-
plained.

Territory managers were selected
from some of the most successful

acquired companies. Those agents,
however, did not necessarily have
the skills to manage an entire re-
gion, Mr. Nielson said he found
out.

"You can't leave the manage-
ment of a region to a person just
because he has been there before,"
he observed.

Problems arose when these man-

agers acted autonomously rather
than conforming to SCN manage-
ment policies, he said.

Another problem: Each regional
headquarters was running on a dif-

ferent accounting system and all
were different from the main of-

fice.

"You can't expect them to run a
business for you without some firm

procedures," Mr. Nielson said.
Producers at acquired agencies,

many of whom held stock in their

own agencies, also posed problems,
Mr. Nielson said. Despite vows of

allegiance to the new owners from
many of these employees, he
"could count on one hand how

many of these people worked out."
Mr. Nielson said that agency ow-

nership by several producers com-

plicates management, "because
you must assume that 80% of the
producers will walk."

He suggests now that an acquir-
ing company own at least 70% of
the agencies it purchases.

Forced to travel between offices

to help manage the acquisitions,
Mr. Nielson had less time to take

care of his own book of business,

which centered on surety bonds for
Continued on next page
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contractors.

He had to divide that business

among four other producers who
eventually stole it away, he said.
Today, two of his major competi-

existing client base to "expand on
what we have," he said.

It operates out of only two of-
fices in Florida, one of which han-
dies only the agency's bond busi-
ness, Mr. Nielson said.

'Real growth is a matter of going slow and
realizing that whatever you have has to be

managed,' says Mr. Neilson, whose agency now
has only two offices. 'If that's stagnation,

then it's working wonderfully for us.'

tors are former SCN producers.
"As if the expansion problem

wasn't enough, I gave them my
business," he said.

When newly acquired agencies
began slipping, things really began
to fall apart. Soon the new offices
-especially in California-needed
cash from SCN's successful Miami

office, Mr. Nielson said.
Poor management and soft mar-

ket conditions cost the once boom-

ing new acquisitions business. Pre-
mium volume was off by 50% at
some offices, Mr. Nielson said.

Like a substance abuser, Mr.
Nielson said, he still could not

admit that he was in big trouble.
"It's a big setback to you perso-

nally to face the fact that you
screwed things up," he said. "All I
was willing to admit for awhile
was that the market was bad. I was

blaming it on that rather than
admit that our structure was

flawed."

Meanwhile, SCN Principal W.
Meade Collinsworth in 1981 felt

SCN was headed for trouble and

left to open his own agency.
By 1982, it became apparent

things were not working when the
agency "ran out of cash."

After three years as a cash cow
for the failing operations, the
Miami office finally ran dry.

The agency's principals faced re-
ality: They had to divest them-
selves of all the acquisitions, re-
turning books of business to
principals where possible.

In essence, the agency "gave
back" the acquired agencies to the
former owners. Ironically, agencies
that had been struggling while
they belonged to SCN became
productive again after they were
divested, he said.

With the acquisitions gone, Mr.
Nielson went back to Miami think-

ing: "Maybe I can produce our way
out of this hole."

He started over with a new book

of business and kept in daily con-
tact with his bank on how many
premium checks came in and were
cleared since the agency was
operating at a "huge" deficit. "We
knew to the penny what we had,"
he said.

The agency's insurers were
"magnificent" and helped work
out payment arrangements, he
said.

Despite "producing like crazy,"
it was too late, he said. "The hole
was just too deep, and we found
that we found that we couldn't

survive because of problems we
had."

The bottom fell out in 1984 when

a former SCN agency, since sold
back to the original owners at a
loss, sued, charging SCN still owed
$700,000 from the acquisition.

SCN declared bankruptcy. It ar-
ranged for another agency to han-
dle its book of business, with SCN
principals managing the business.

Eventually all insurers were paid
and all clients taken care of, he
said.

In 1986, the remaining principals
of SCN reunited with Mr. Collins-

worth, taking with them their $1.2
million book of business.

Today, the Collinsworth agency
is growing only through internal
expansion, mining deeper into its

"We've learned that real growth
is a matter of going slow and rea-
lizing that whatever you have has
to be managed. We don't want to
go anyplace. If that's stagnation,
then it's working wonderfully for
us," he said. I
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There are many yardsticks by which an
Excess & Surplus Lines Company is measured.
A critical one is:

Stability!
Insurance is a "people business" and Investors

recognizes its responsibility to maintain long-term rela-
tionships with producers and insureds. A principal
objective is to provide superior service to our producers.
Its goal will always be to provide 24-hour quotes and
same-week policy issuance. That's why more than 100
of the nation's leading wholesale brokers have chosen
to "invest" with Investors.

Another reason -

e

11111
GROUP

INVESTORS
INSURANCE

100 METRO PARK SOUTH, CA-007

LAURENCE HARBOR. NEW JERSEY 08878

(201) 566-1800/(800) 243-6869
FAX (201)566-0181

Exclusively Through Professionol Wholesale Brokers

-YOU can invest in Investors!

Subpoena

Being sued is never a good thing. Win or
lose, it can hurt you financially-even destroy you.
But it doesn't have to. There is a way to prevent
potential legal fees, defense costs and court settle-
ments from killing you financially. Join PIA's E&0
Insurance Prograrn.

Developed for agents, by agents, PIA's E&0
Program boasts one of the most comprehensive
E&0 policies in the industry. From First Dollar
Defense with no deductible to Full Prior Acts and

a Triple Aggregate Limit of Liability, it offers an
unsurpassed combination of coverages.

What's more, PIA's E&0 Insurance Pro-
gram provides more valuable services geared at
reducing your exposure to E&0 claims. It also

m
SERVICES INC.

400 N. WASHINGTON ST.

ALEXANDRIA, VA 22314 703/836-9350

offers greater stability, having been a consistent
force in the marketplace for over 25 years.

So when it comes to E&0 insurance, PIA's
E&0 Program has the policy developed with you
in mind. The policy designed to keep you in
business-whether you win the case or lose. But
don't take our word for it. Call or return the attached

coupon today for the details on PIA's IE&0 Insur-
ance Program. We promise, it won't hurt a bit.

Underwritten by the Utica Mutual Insurance Company.

1 WANT THE DETAILS!
Send me more information on PIA's E&0 Insurance Program.

Name

Agency Name

Address

Zip

Phone ( )

E&0 Policy Expiration Date

Clip and return to: PIA's Errors & Omissions Dept,
PIA Services Inc., 400 N. Washington St.,
Alexandria, VA 22314*

*In Wyoming contact: Nelson Insurance Agency,
P.O. Box 311, Powell, Wyoming 82435

1-38881
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By LAURA MAZZUCA

CHICAGO-Agents and brokers
must keep up with and understand
changes in environmental laws to
give clients the best advice possi-
ble, according to an environmental
impairment liability consultant.

However, simply complying with
environmental regulations is not
enough to protect business owners
from liability, said Richard
Schlosser, vp and consultant with
M&M Protection Consultants, a
Chicago-based division of Marsh &
MeLennan Cos. Inc.

Insurance buyers should be en-
couraged to do more than regula-
tions require on environmental
concerns like underground storage
tanks and hazardous waste, Mr.
Sehlosser said at the annual Chi-

cago Insurance Day held April 26.
"Federal regulations should be

used as a floor, not as a ceiling"
when advising a client on environ-
mental liability, he said.

For example, a small business
with a heating oil supply stored in
a small underground tank is not
subject to the U.S. Environmental
Protection Agency's financial re-

sponsibility rules for owners and
operators of USTs, he said.

But such a tank may later create
liab'ility exposures because of leaks
or other problems "if you haven't
done whatever you need to do to
control your own environmental
risk," said Mr. Schlosser.

Increased awareness of environ-

mental issues by society-coupled
with a litigious society as a whole
-has made people more likely to
sue a business over environmental

exposures in the 1990s, he said.
The good news, however, is that

businesses are becoming increas-
ingly aware of their environmental
exposures and will take precau-
tions to protect themselves against
losses, especially if they are steered
in that direction by an agent or
broker, he said.

The three most common environ-

mental liability exposures are as-
bestos, underground storage tanks
and hazardous waste.

Under the 1986 Asbestos Hazard

Emergency Response Act, or
AHERA, asbestos in public and
private schools must be controlled
or removed.

Under that law, asbestos can be

"controlled" by encapsulating it
and testing it regularly to deter-
mine whether it is a health risk, he
said.

Some states also are passing leg-
islation that requires building
owners to noti fy tenants if air-
borne asbestos levels exceed speci-
fied limits, Mr. Schlosser said.

But he warned that the asbestos

removal process can be risky be-
cause removal, if done improperly,
can cause even higher airborne as-
bestos levels.

Agents and brokers should ad-
vise clients with possible asbestos
liability exposures to determine
the amount and condition of as-

bestos in any buildings they own,
Mr. Schlosser said.

And agents and brokers should
stress the importance of dealing
with only reputable asbestos re-
moval contractors-preferably
those apprcved by the EPA under
AHERA-and carefully monitoring
all projects.

When asbestos is being removed,
the business owner should docu-

ment the contractor's job log.
This will indicate whether there

was any leakage from the asbestos

work area, how any leaks were
handled, the amount of asbestos
removed, and the names and ad-
dresses of workers and supervisors
involved, Mr. Schlosser said.

Regulation of underground stor-
age tanks differs among the states,
though state laws must incorporate
the basic goals of federal EPA
rules on preventing leaks and im-
posing financial responsibility on
owners and operators of USTs.

Tank owners and operators must
notify either the state or the fed-
eral government of the number and -
condition of any tanks on their
premises.

An owner planning to close or
abandon a tank must notify the
federal EPA within 30 days.

As in asbestos removal, the UST

owner must document any tank re-
moval work done by a contractor.

And, if an owner or operator sus-
pects a leak, a short- and long-
term plan of action must be sub-
mitted to the federal EPA.

Again, the best rule of thumb is
careful record keeping of any ac-
tion taken, of repairs and of up-
grading, Mr. Schlosser said. He
suggested keeping at least a three-

year annual record of site assess-
ment results.

Mr. Schlosser also stressed the

tors establishing a written, formal

should include an inventory of
tanks and their condition; regis-
tration of each tank; action plans
in the event of leaks; and closure
and abandonment procedures.

UST owners and operators can
meet those financial responsibility
requirements through insurance,
self-insurance, surety bonds, let-
ters of credit from the business's

bank, or state funds (BI, Nov. 20,
1989; Oct. 31,1988)

Agents and brokers with manu-

ardous wastes should urge their
clients to establish waste genera-
tion controls and consider replac-
ing hazardous materials with non-
hazardous substitutes whenever

possible, Mr. Schlosser said.
Those companies also should de-

velop a computer tracking system
for their inventory of hazardous
materials to ensure proper storage
and stocking to avoid chemical
contamination, he suggested. •

E&0 manual available for independent agents
Agency management consultants

Kurdziel & Associates and the In-

dependent Insurance Agents of
America have developed "E&0 Risk
Management," a procedures manual
for independent agents.

It is designed for use by all agency
personnel and constructed around a

A/BT product & services
system for new business and renewal
processing, as well as a single method
for processing claims, renewals and
endorsements.
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JEWELERS BLOCK

SYMONS INSURES THE
JEWELRY INDUSTRY

Retail, Wholesale and Manufacturing
Jewelers Need This Coverage.

OUR MANAGING GENERAL AGENCY OFFERS:

• A Detailed Guideline To Explain The
Proposal and Key Areas of Coverage.

• Prompt Quotations From Our
Computerized Rating System.

• A Highly Experienced Staff To
Assist You In Making The Sale.

• In-House Binding Authority.

WITH OUR SUPPORT LET US MAKE YOU

A SPECIALIST.

** SYMONS INTERNATIONAL GROUP, INC.
I 5900 North Andrews Avenue, Suite 800
2......alifi Fort Lauderdale, Florida 33309
faSE E Broward(305) 772-5061 WATS 1 -800-448-6626
3:0'2 -- Fax (305) 772-9873 Telex 51-4422

Sections are included on errors and

omissions and automation; E&0 and
insurers; how to use E&0 controls;
and monitoring controls.

Also included are sample forms,
including an agency checklist for
marketing a risk; quotation summary
sheet; proposal checklist; binding au-
thorization; and summary of current
insurance coverage.

Cost is $89.95 for members and
$149.95 for non-members.

For more information, contact

Kurdziel & Associates, Interchange
Suite 295,5780 Peachtree Dunwoody
Road N.E., Atlanta, Ga. 30342; 404-
256-9199; or 800-458-2024, extension
7.

Planning for profit
A new guide is designed to help

agents better position themselves
with insurers and ride out chang-
ing markets.

"Profitable Business Planning
Guide: How to Build and Implement
Your System," is put out by the Na-
tional Assn. of Professional Insurance

Agents.

The guide is designed to help lower
expenses, increase income and chart

a marketing plan to achieve goals
both for agencies and for their insur-
ers.

Agencies can analyze their
strengths, weaknesses, various op-
portunities in the market, and their

budget and management needs, as
well as develop profit-building stra-
tegies and retain existing clients.

The trade group's planning guide
costs $149.

It was formerly offered as part of
the Profitable Business and Finan-

cial Planning System, with computer
software and videotape, which is also
available for $495.

For information, call the PIA at
800-742-6900, or FAX credit card
orders to 703-836-1279.

Sales training course
PML Marketing Group of Chicago,

an independent marketing consulting
firm, has developed a training course
for health care insurance and insur-

ance services marketing profes-
sionals.

The course, "Making Effective Pre-
sentations," is designed exclusively

for insurance agency marketing per-
sonnel who sell health care insurance

and insurance-related services to cor-

porate buyers.
The two-day program-an inter-

active, hands-on session conducted
on-site-features role playing. Ses-
sions are videotaped and reviewed
by participants and leaders for com-
ment and analysis.

The client agency retains all tapes
after the course is completed.

The "Making Effective Presenta-
tions" program, which includes a
100-page manual and the videotapes,
costs $325 per person.

For more information, contact
Paula Lundell, president, PML Mar-
keting Group, P.O. Box 9113, Win-
netka, Ill. 60093; 312-446-5155.

E&0 loss control
IGS Educational Software of

Bryan, Texas, has released an Errors
& Omissions Loss Control program
for insurance agents on a self-paced
training diskette usable on IBM-
compatible personal computer sys-
tems.

The program, which emphasizes
E&0 recognition and control, reviews
major client and insurer responsibili-
ties, examines 20 specific problem
areas, offers examples and case stu-
dies and suggests how to prevent
E&0 claims.

The E&0 program also includes
review questions.

The program is available through
Agency Management Services Inc. for
$120 for a single user and $150 for
multiusers.

For more information and a list-

ing of other IGS programs, contact
Agency Management Services Inc.,
P.O. Box 1009, Bryan, Texas 77805;
800-456-5272. I
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Continued from previous page
However, risk managers at larger

companies were no less likely to han-
dle benefits administration.

For example, 15% of risk managers
at companies with $501 million to $1
billion in sales had direct, hands-on

responsibility for benefits adminis-
tration, up from 13% in 1988. Bene-
fits administration was handled on a

supervisory or adviSOIy basis by 26%
of risk managers at these companies,
the same as 1988.

But, the percentage of risk man-
agers at these firms that reported
direct responsibility for
pension/profit-sharing administra-
tion dropped to 15% last year, from
16% in 1988.

About 13% of risk managers at
firms in this category had supervi-
sory or advisory responsibility for
pension/profit-sharing plan adminis-
tration in 1989, up from 11% in 1988.

Of those at companies with $1
billion to $2 billion in annual sales,
17% reported direct, hands-on re-
sponsibility for benefits administra-
tion, the same as 1988.

Twenty-two percent of risk manag-
ers at companies of this size had su-
pervisory responsibility of benefits
administration in 1989, up from 21%
in 1988.

The percentage of risk managers
at firms of this size that were directly
responsible for pension/profit shar-

Survey finds
risk managers
like exercise

To relieve stress, risk managers don
their running shoes or hit their ex-
ercise bikes, according to a new life-
style survey.

Risk managers appear to need such
relief, since the overwhelming major-
ity work long hours and regularly

take their work home, according to
Logic Associates Inc.'s first survey on
U.S. risk managers' lifestyles.

About 64%, or 930, of the 1,452 re-

spondents to the poll on compensa-
tion and responsibilities say they ex-
ercise regularly.

Most of them, 72%, prefer running.
And, nearly two-thirds reported

using stationary bicycles.
Less common activities include

racquetball, cited by 26%; outdoor
bicycling, 10%; tennis, 7%; and golf,
2%.

Twenty-three percent of the risk
managers surveyed have fitness cen-
ters at their workplace.

"Other methods utilized to reduce

or relieve stress included listening to

music and reading," said Bill Perry,
president of Logic Associates, a New
York-based recruiting firm that spe-
cializea in risk management.

On average, risk managers work
50 to 55 hours a week, the survey
found. And 53% regularly take work
home with them.

In fact, so many risk managers are

taking work home that home com-
puters have become a recruiting perk,
Mr. Perry said.

"A lot of companies are paying
for risk managers' home PCs, with

a modem and second phone line to
use in case of snow days" or other
times when they cannot get to the of-
fice, he said.

Risk managers on average receive
three to four weeks of paid vacation
annually, but the survey found that
only 65% of them took that entire
amount.

Despite the long hours, risk man-
agers appear to be happy with their
jobs: Only 8% of those surveyed have
changed employers in the last year.

The survey also reported that:
• 18% smoke.

• 2.3% have lost their jobs due to
a merger, acquisition or buyout.

• 80% are married.

• 28% have been divorced at least

once.

• 53% consider themselves profi-
cient in the use of a personal com-
puter.

-By Joanne Wojak

ing plan administration also re-
mained unchanged, at 15%.

Another 15% of risk managers in
this category handled these duties in
either a supervisory or advisory ca-
pacity in 1989, up from 14% the pre-
vious year.

Nine percent of risk managers at
companies with $2 billion to $4
billion in annual sales were responsi-
ble for benefits administration in

1989, up from 7% in 1988.
And 30% of risk managers at these

firms played either a supervisory or
advisory role in benefits administra-
tion last year, up from 29% the previ-
ous year.

In addition, 7% of these risk man-

agers had direct responsibility for
pension/profit-sharing administra-
tion in 1989, compared with 6% the
previous year. Pension/profit sharing
plan administration was handled on
either a supervisory or adViSOIy basis
by 25% of risk managers in this cate-
goiy, up from 24% in 1988.

At companies with annual sales of
Continued on next page·

1989/1990

Business Insur¢mee
DIRECTORY
of Corporate Buyers of Insurance,
Benefit Plans & Risk Management Services

Updated and expanded. the 1989/90 Directoty
includes information on more than 13,700
executives from over 2,100 companies of all
sizes located throughout the U.S Plus. vital
statistics on all companies listed include:

: c,;r zr bagness
• number 01 employees
• name and title ol chiet financial otlicer
• names and titles ol executives directly responsible lor
. - employee benelits - pension/ret,rement plans -

Personnel -risk & insurance management -
property/casually insurance - internationat employee
benefits and/or risk management

Order the 1989/90 Business /nsurance
Directory of Corporate Buyers today -
gain access to the executives who are
directly responsible for the purchase of
commercial insurance, employee
benefits and risk management.

To order your copy complete the
coupon or phone 313/446-1623. For
tape sales or information call
313/446-1625.
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Protect your insurance business with the best information available.

AIDS:ONE-Ixgal, Social and
Ethical Issues Facing the
Insurance Industry
AIDS:TWO-AIDS in

the Workplace
Everyone will be affected by the AIDS
crisis. Strengthen your position with
this two-volume collection of articles on

HIV testing, AIDS underwriting risks,
and all the other issues facing insurers
and employers today-more than 1400
pages of critical discussion.

Softbound • AIDS:ONE $22.50 •

AIDS:TWO $35.00

I .
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RUPP'S INSURANCE & RISK

MANAGEMENT GLOSSARY

This new glossary defines more than
4,000 insurance and risk management
terms-words and concepts in daily use.
Covers all aspects of insurance, and the
general economic and business concepts
that affect insurance and risk manage-
ment. All terms are cross·referenced to

synonyms, antonyms, and related terms.
Rupp's includes foreign terms as well.
A must for all insurance professionals.

Softbound • Single Volume • $25.00
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IA-SURANCE

PERIODICALS INDEX

Whether you're looking for news on
large losses, the competition or new
products, IPI is your source. Use this
annual index to over 15,000 articles in

the industry's most important
periodicals, and save research time.
Softbound • Nvo·Volume Set • New edition

issued annually with invoice • 30-Day No-Risk
Dial • $100.00

THE CAPTIVE

INSURANCE MANUAL

4

Captives, risk retention groups, and pur-
chasing groups-here's the only publica-
lion to give you the text of laws and
regulations for each of today's domiciles
(U.S. and foreign), and how-to information
on establishing and managing a captive.

Inoseleaf • Nvo Volumes • 30-Day No-Risk
Itial • $175.00 per set*
*Includes revision service for the balance of

the calendar year of purchase.

For more information or to order, call

TOLL FREE 14004234910

(Outside the US., call 818-998-8830)

Or, send this coupon to:

wiliii;ijPublishing
Company
P.(1 Box 2507

441 Chatsworth, CA

91313-2507
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INSight/INStatus
Secure your future by anticipating
events: INSight summarizes all states'
insurance-related bills and regulations
as they're proposed. INStatus tracks
them for you until their status is
resolved. With information about in-

surance laws and regulations in their
early stages, you're armed with the
knowledge you need to act.

Newsletter • 12 Monthly issues • $240.00

1-1-1 NAn NATIONAL 

* LAW F LAW REVIEW 
'87 821

NATIONAL INSURANCE

LAW REVIEW

Loss prevention, medical malpractice,
claims settlement-these are just a few
of the vital topics discussed in major law
reviews all over the country. You'll find
the most important articles collected
here, unabridged, saving you research
time and money.

Softbound • Four Quarterly Issues
• Annual • $85.00

Detach and return today!

REINSURANCE LAW

Here's the latest text on the principles
of reinsurance law. With Reinsurance

Law in your library, you're equipped '
with the first book to cover the subject
in depth and with unusual clarity.

Inoseleaf • Single Volume • 30·Day No·Risk
mial • $225.00

EXCHANGE

The only reference that honestly as
sesses the current status of American

insurance exchanges. Features the text
of relevant statutes and regulations,
plus key financial reports on exchanges
and syndicates.

Inoseleaf • Single Volume • 30-Day No·Risk
mial • $125.00"
* *Includes one full year's revision and update
service.

YEe„I I need the unique information found only in these NILS services. Please send me0... additional information to:

Name

Title

Company

Addrecs

City

Phone 1 1

State

NILS Publishing Company RO. Box 2507 • Chatsworth, CA 91313·2507

Zip

9002070390



54 / Business Insurance, May 7, 1990

Risk exec survey pervisory or advisory involvement in these risk managers on a iupervisory At firms with less than $200 mil- Direct iespon,dbility foi claims
benefits administration in 1989, or advisork basis m 1989, compared lion in annual sales, 59% of risk man- handling lested with 57% of tlsk

Continued Dom piemous paqe down fi om 339, the previoua veat nith 23% the pievious Leai agers were directly responible foi manageis at companies with $201
$4 billion to $7 billion, 24 of lisk None of the i isk managers at the About 68'k of the risk managers coverage placement in 1989, down million to $500 million in 1989, down
managri, Iepoiled having direct ie- largest companies reported direct at flims with %201 million to $500 from 68% in 1988 from 59% in 1988 Anothei 28% of

sponsibility toi benefits administia- hands-on Iesponbibilitp for pension/ million in annual %&12% had dizect At companies with $201 million these lisk managers iepoited having
lion, up fiom 19 in 1988 plofit shazing administz:tion labt hands-on tesponsibility foI risk fin- to $500 million in sales, coverage ne- supervisorv m advisory imponsibilih

Abc,ut 22'k of these risk managers year, the same d M 1988 Fifteen ancing in 1989, down from 72% in gotiations were handled directly b> for claims handling, up hom 27% in
took either a supcvvisc,ry or advi,ory percent tepoited having either a su- 1988 But 229 of theensk managers 60% of risk mandgeis in 1989, down 1988
role in benetits .iclmini11.Ition dunng pervisory 01 ddvisory tole in pension/ handled this iesponsibility w eithei a from 62% in 1988 At larger companies, wheie fewel
1989. up hom 20<6 the previous veai plolit shaiing admint',tration during supervisory 01 advw,ry capacity last And at companies with $4 billion risk manageis have hand4-on respon-

Four peicent 01 these Nsk man- 1989, down from 22'k in 1968 yeal up ti om 1 99 in 1988 to $7 billion in sales, 650 of risk sibility for Cldlm,·„ there was little
agers weic diirellv lesponsible for While air,inging riAk financing The change al laige ftims foi di- managers wei e dii ectly responsible change fiom the pievious wai
pension/piolit shal ing ddministia- mechanisms and negotiating com- red, hands-on zesponsibility of risk for commeicial coveiage negotia- For example, at companies with
tion in 1989 the ··,am(, as in 1988 mercial covehige continue to be risk management dutie,> was also down tions, down from 67% in 1988 $4 billion to $7 billion in annual

This duly was handled on either managers' piedominant respOnsibili- For example, rik financing was Many iisk mandgels at small com- sales, 389 of risk manageis were
a Supel vi\(,1 v (11 .idvi%()I v basis by ties Logic found that significantly the direct tesponsibility of 77% of panies also shifted fiom ditect super- dliectly lesponsible tor claims han-
8% of risk managr l esponding to fewei lisk managers at smolle] firms risk manageis at companie with $4 vision of claims handling to a super- dling, the same as in 1988
the survey up tiom 5'6 laA,1 year were dilectly irspon.Ible for each of billion to $7 billion in annual sales, visory role Another aied in which I isk man-

And fewer i isk Incin.iger*, di the the five nfk rnanagement functions down from 81'* thepievious year For example 569 of lisk manag- agers of small companies ate becom-
largest companie'-thow with sales about which they were surveyed (see This dutx wa handled on either ers at companies with less than $200 ing less dnecth involved 15 safetpi
exceeding $7 billion-were directly chart, page 52) a Supeivisoiy 01 advisoif basis by million in sales had diIect hands-on fire loss control engineering, the
responsible fot benefits administia- Foi example, at him, with less 1 2% of risk managers in 1989, up responsibility for claims handling in Logic Associate survev shows
tic}n last yedi, the suivey [ound than $200 million in annual sales, from 9% in 1988 1989, compaied with 65% in 1988 More ilsk managets at small firms

At these fit ms 5'k, reported hav- 52% of ilsk managers had direct Ie- Significantlv fewer risk managers But 32% of these risk managers re- are delegating that lesponfibility the
Ing dilect involvement in this aiea sponsibility for zipk financing, com- at small compdnies <2150 were directly ported SUpeIViviIy or advisozy Ie- survey found
during 1989, comp,lied with 7% in pared with 55'k in 1988 But, tisk responsible for negotiating with com- sponsibility for claims handling, up For example, at companies with
1988 In addition, 27% repoited su- financing was handled by 28% of mercial mbureis, the survey found from 24% the prior yeai less than $200 million in sales, 54%

reported direct responsibility for
safety/lie loss conti 01 engineering,
down from 59% in 1988

And, 36% of risk manageif at these
companies played either a supervi-
sory oi advisory role in safetp/fire
loss control engineeling last veai up
from 24% the pievie)us year

At companies with $201 million
to $500 million in sales, 604 of risk

. A, managers said they were dii ectlv ie-
sponsible foi safety/file 1053 control
engineenng, down fiom 62% in 1988

About 23'5 were involved on ei-

2 ther a superviwiy 07 advisoiy ca-
pacity, up from 22% In 1988

4 Only at the smallest companies did
a significant pot lion of risk managers

./C -50%-still have direct Iespon'·,ibil-
tty for corporate data security, the
survey foundtr:

.

Coplec of the burvel/ are available
for 860 each trom Logic Associates,

L 1 70 Broadway, State 1208, New York,
NY 10038,212-227-8000

.. 'I .&4.34 More women

* managers seenX

y peopfe don't care about 401(12 pla sting'
t Women are continuing to make in-

or changing government regulations. 1

roads into the risk management pio-

Why should they? fession, a new suivey shows
"The numbeis (of women i isk man-

agers) are going up each yeai," said
It's not their responsibility, it's mine.

1, 14 *f
Bill Perry, pi evident of Logic Associ-
ates Inc, which conducted the sui-

vey

In addition, women i isk managers
are relatively common dt financial

service companies, the survey
showedKeeping on top of changing regulations and keeping your plan in compli-

However, their ha not been a sig-
ance usually don't concern your employees, but they're vital to the success of your nlficant increase m the number of

401(k) program. women breaking into the ranks of

prehensittervYore, SIng anIUSyourplar;AZne]11232*lve
risk management with the "big boys"
-firms with mole than $4 billion
in annual sales, Mr Perry pointed
Out

time and money because our plan has already received IRS approval. You'll max- 1
Women accounted foi nic)Ie than

imize employee participation because our communications program works. And once 19% 01 278, of the 1,452 iisk manag-
ers responding to the 1989 survey, upyou're up and running, we'11 relieve you of tedious recordkeeping and adininistrative from 18'* the previou4 year, he said

details. Most women lisk managers are

While the stmngth of many 401(k) pmviders lies either in service or money employed by mallei companies, Mi
Perrv noted

management, John Hancock has an impressive record in both. We have over For example 22ck, or 58, of the
risk managers at companies with less25 years of experience in dehned contribution plans and outstanding investment
than $200 million in sales were

performance. We currently manage over $20 billion for our retirement plan clients. women, up hom 20%, m 42 in 1988

In a recent national survey of long-term 401(k) customer satisfaction, John the survey showed

And, at companies with betweenHancock Financial Services was rated flrstin twenty-nine out of thirty categories. $201 million and $5()0 million in

For a free copy of those survey results, or for more information, please sales, 2666, 01 85, were women, up
frorn 24%, or 71, the pievious yearcall Elizabeth Vetter at (617) 572-9134. I Women are more likely to find risk
management jobs at large companies

Investment and Pension Group in the financial services industry, ac-
cording to the survey

L-id
Risk management posts wei e held

by women at 26%, 01 six, of the

0
Uiwit surveyed financial seivice% com-

.

panies with sales exceeding $7 billionFinancial Services - in annual sales

© 1(,hix ildncock \Iutual Liteltisia,aixe ( oinpam, 1*„ron VA 02117
However theie are no year-to-Leai

Real lite, real an.wers. comparisons since 1989 was the fit st
year this datd &#23 collected, he ex-
plained

-By Joanne Wolcik



Fraud probe
Continued from page 1

While the North Carolina Insur-

ance Department cannot require Tra-
velers to honor the claims, it would
like to see the insurer do so and has

held two meetings with Travelers'
representatives to discuss the prob-
lem, said Tony Higgins, senior deputy
insurance commissioner.

Mr. Higgins said he feels Travelers
should honor the claims because it

allowed the program to run for sev-
eral months without adequate fund-
ing from Cap Staffing. He added that
promotional literature, claim forms
and other material used by Cap all
bore Travelers' name and logo.

"I feel for (Travelers) for the
$860,000 they're out, but I feel more
for the people with $1.3 million in
(unpaid claims) outstanding," Mr.
Higgins said. "The Cap insureds can-
not be expected to know the intrica-
cies of the insurance business.

"It's very frustrating to us to feel
as impotent as we do on this," he
added, explaining that the most the
Insurance Department has been able
to do to help Cap insureds is to sug-
gest they sue Travelers.

So far, three lawsuits have been

filed against Travelers in North
Carolina state courts by workers
stuck with unpaid medical bills or

by employers suing on workers' be-
half, according to A. Todd Brown, a
lawyer with the Raleigh, N.C., firm of
Hunton & Williams, who represents
the insurer.

Two of the lawsuits have also

named Cap Staffing, while one
names Cap's principal officers, Mr.
Brown said.

Travelers, however, maintains that

it has no liability for the claims.
"Travelers obviously feels it is just

as much a victim as anyone else," Mr.
Brown said. "Travelers did nothing
_wrong and, according to the (contract)
has no obligation to pick up those
claims."

Meanwhile, Travelers' lawsuit

against Cap Staffing also alleges that
Cap officials fraudulently collected
several hundred thousand dollars in

contributions to an Individual Re-

tirement Account program that sup-
posedly was invested with Travelers.
Travelers, though, was not involved
in the IRA program, the suit says.

According to the suit, the Cap offi-
cers diverted IRA investments for

their own use.

The charges in the Travelers com-
plaint are among the subjects of the
federal and state criminal inquiry,
which also involves the Internal Rev-

enue Service, the U.S. Postal Service
and the federal Social Security Ad-
ministration, regulatory and legal
sources say.

A federal grand jury is hearing evi-
dence from the inquiry, sources say.

The Cap case is also expected to be
one of the subjects covered in hear-
ings before the Senate Permanent
Subcommittee on Investigations, ten-
tatively scheduled for next week.

The subcommittee, chaired by Sen.
Sam Nunn, D.-Ga., has been investi-

gating the Cap Staffing case and
other instances of alleged abuse of
employee benefit plans.

Cap Staffing and an affiliate, Cap
Programs Inc., were ordered' into
Chapter 7 bankruptcy liquidation in
Novernber 1989, according to Jannes
Ward, a Charlotte certified public ac-
countant who serves as the conn-

panies' bankruptcy trustee.
Mr. Ward said he has been un-

able to identify all the companies'
creditors or fix Cap's liabilities be-
cause the companies' records were
seized by the IRS and the FBI in Sep-
tember 1989, before the bankruptcy
petition was filed. These records have
been sealed pending the outcome of
the grand jury investigation, he said.

However, Mr. Ward said he has
compiled a list of more than 100
people who invested $10,000 to
$500,000 each with. Cap Staffing.
Most of these investors rolled over

IRA accounts into Cap Staffing in
exchange for promissory notes, he
said.

A North Carolina state agency

seized most of Cap Staffing's assets
last August to satisfy a tax lien, and
the company's only remaining asset
may be $1,900 in a bank account in
Greensboro, N.C., Mr. Ward said.

With the company's records under
seal, little progress has been made in
the bankruptcy proceedings since
November, he said.

Travelers filed its fraud suit in U.S.
District Court in Charlotte on Oct.

13, 1989. The complaint also names:
• Cap Programs and another af-

filiate, Cap Leasing of North Caro-
lina Inc.

• Robert W. Long, Cap Staffihg's
former president.

• Michael Spieles, who succeeded
Mr. Long as president in 1989.

• D. Ron Harris, former secretary
of Cap.

• Michael Krebser, who succeeded

Mr. Harris as secretary.
• D.G. Smith, former controller of

Cap.

• Jerry M. Wolicki, described as
an "assistant to the president" of
Cap.

• Steven Loflin, Cap's former·vp-
insurance administration.

According to the complaint, Cap
Staffing entered into contracts with
small employers under which the
companies' workers became employ-
ees of Cap. Cap then "leased" the
workers back to the employers, as-
suming responsibility for the work-
ers' payroll, employee benefits and
other administrative functions.

Mr. Harris initially approached
Travelers' representatives in Char-
lotte about providing life, accidental
death and dismemberment and

health insurance for Cap's leased em-
ployees. Travelers submitted a pro-
posal for the coverages, which Cap
rejected, the suit says.

Mr. Long and Mr. Harris later went
to Travelers' Harfford, Conn., head-
quarters to discuss other coverage ar-
rangements, and as of Nov. 1, 1988,
Cap 'Staffing entered into an admin-
istrative services only contract with
Travelers for the health portion 'of the
benefits program, the complaint says.

Under the ASO contract, Travelers

was to process claims for a self-
funded health insurance pian set up
by Cap Staffing. Travelers did not
assume any lia6ility for claims under
the contract, which provided that
Cap would establish a bank account
for payment of benefits and make
sure enough money was in the ac-
count to· reimburse Travelers for

claim payments the insurer made on
Cap's behalf, according to the suit.

Cap collected fees from employ-
ers and made payroll deductions
from employees' paychecks, purpor-
tedly to fund the health benefit pro-
gram, the suit says.

The insurer also agreed to under-
write life and AD&D coverage for
Cap's leased employees.

To attract business to the newly
established leasing program, Cap and
Messfs. Long, Harris and Wolicki
fraudulently representud that Tra-
velers was also underwriting the
health coverage available rather than
just administering claims, the suit al-
leges.

While the self-funded health in-
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surance program was intended only
for employers leasing their workers
from Cap Staffing, the three Cap of-
ficials also started 6ffering the cover-
age to other employers that did not
have full-service leasing agreements
with Cap.

Cap's self-funded health program
covered workers at about 80 com-

panies that had either full-service
leasing agreements or other contracts
with Cap Staffing, according to the
Insurance Department's Mr. Higgins.

Cap initially provided Travelers
with a list of 330 covered workers,
but the list had grown to more than
3,000 by April 1989, the suit says.

Despite repeated requests, Messrs.
Long, Harris and Wolicki failed to
update these lists of covered employ-
ees or provide Travelers with copies
of full-service leasing contracts that
would allow the insurer to verify that
claims were being submitted by bona
fide Cap employees, the suit alleges.

Cap also failed to fund the pro-
gram with the money it had col-

Continued on next page

f

I ELY 4

4 1

Yes! I want information on quality dental benefit plans. K
Name

City State Zip

Do you presently have a dental plan! yes no

No. of employees

Send to:

American Dental Association

Council on Dental Care Programs
211 East Chicago Avenue
Chicago, illinois 60611-2678
Attention: Rita Hoffmann

A[)A



56 / Business Insurance, May 7, 1990

r d REMEMBER CCM

IF YOU'RE TRYING TO THINK OF A

WAY TO CONTROL RISING COSTS AND

PROVIDE QUALITY HEALTH CARE,
REMEMBER CCM.

PROVIDING ALL LINES OF CASUALTY

AND ACCIDENT & HEALTH COST

CONTAINMENT SERVICES, CCM IS
THE ONE TO THINK OF.

DON'T FORGET CCM FOR THE COST

CONTROL YOU NEED AND THE QUAL-

1TY CARE YOUR COMPANY DESERVES.

...working foT you
Headquarters:

22481 Te/ecom Drive

Temple Terrace, FL
33637

813/978-9711

PHOPIBIY 166
CONTROL

Fraud probe
Continued *om previous page
lected, the suit charges.

Travelers received one check for
$4,994.85 in December 1988. A sec-
ond check for $21,000, sent five
months later, bounced, the complaint
says. When Travelers threatened to
cancel its contract in June 1989-six

months after its inception-Messrs.
Long, Harris and Wolicki wired
$215,000, the suit says.

Travelers-which did cancel on

Aug. 1,1 989-is trying to recover
$864,770.84 in claims it paid on Cap's
behalf without reimbursement, the
insurer charges.

An additional $1.3 million in
claims has gone unpaid since Tra-
velers bailed out, according to the
department's Mr. Higgins.

Asked why Travelers paid so much
without reimbursements from the

Cap fund, Mr. Brown said Travelers
was lulled by assurances from Cap.

"When we were continually get-
ting assurances that 'the check's in
the mail,' we sort of believed that
these people were on the straight and
narrow," he explained.

Meanwhile, Messrs. Long, Harris
and Wolicki took money from nu-
merous investors between February
and July 1989 in a fraudulent IRA
scheme, the complaint also charges.

Cap letters told investors that
money contributed to the "Cap Staff-
ing Individual Retirement Custodial
Account Plan" was invested with
Travelers and would produce a 12%
yearly return.

The suit charges that Messrs. Long,
Harris and Wolicki falsified an IRA
plan submitted to Cap by a local
bank, substituting Travelers' name
for the bank's name to make it ap-
pear the insurer offered the plan.

The three men then converted the

IRA money-along with the money
intended for the health insurance
fund-for their personal use or to

PUBLISHING: May 28

their other businesses, the complaint
charges.

Mr. Smith, Mr. Spieles, Mr.
Krebser and Mr. Loflin all joined
Cap in early 1989 and participated
in the fraud with other defendants,
the complaint charges.

All defendants except Mr. Long
and Mr. Harris have denied the
charges in answens to the complaint,
said Travelers' lawyer, Mr. Brown.

Neither Mr. Harris nor Mr. Long
could be reached.

Entries of default were made
against Mr. Long and Mr. Harris
after they failed to respond to the
lawsuit within the required period.
A motion by Mr. Long to set aside
the default entry is pending.

In an affidavit supporting his mo-
tion, Mr. Long says he relied on Mr.
Harris, who he believed to be a for-
mer chairman of Travelers.

Mr. Brown noted that Mr. Harris
was never chairman of Travelers.

Mr. Long also denied that Cap ever
executed an administrative services
contract with Travelers and said he

could not remember whether Cap's
"understanding" called for Travelers
to administer or to underwrite the
health benefit program.

Mr. Long said Cap entered into a
June 2, 1989, merger agreement with
Gold Equity Management Co. of
Palm City, Fla. Cap transferred "a
substantial sum of money" to
GEMCO, and GEMCO took over re-
sponsibility for collecting payments
from Cap clients and forwarding
them to Travelers, according to Mr.
Long. He adds in the affidavit that he
does not know if GEMCO ever made
any payments to Travelers.

The merger was rescinded on July
31, 1989, as part of a GEMCO plan to
set up a new entity, Universal Staff-
ing Associates Inc., the affidavit says.

Mr. Wolicki and Mr. Spieles, who
work at Universal Staffing in Palm
City, could not be reached for com-
rnent. •
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Traditional safely methods coupled with technological innovations are helping risk and
loss control manogers evaluate and prepare for disasters before they strike.

Business Insurance will devote the May 28 issue to the important area of properly loss
control, and will provide readers with a single source of information on the best
properly protection methods available. The topics to be covered will range from cut-
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used to locate disasters '. to the more familiar alternatives of sprinklers and firewalls.
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Because you caift
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in achanging world.
The changing dynamics ofglobal trade and investment demand new business

approaches and solutions. And offer new opportunities for multinational companies best

positioned to respond. The winners in the global arena will be those who recognize that

a competitive advantage is gained only through control of their worldwide operations

and assets.

Which is why American International Group, Inc. has combined various units

serving the requirements of multinationals into AI GLOBAL: one unit, controlled by a

single management structure, that can meet the insurance needs ofmultinationals on a

coordinated worldwide basis. A new entity with unmatched capabilities in the United

States and around the world. For U S.-based and foreign-based multinationals alike.
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Onecompanythatdaims tohave
atruly global insurance network

isdtmasquerading.

AI GLOBAL doesn't have to pretend to be global. It's what we are in 130 countries

andjurisdictions around the world.

AIG established AI GLOBAL recognizing that businesses are becoming more global

all the time: French companies starting new ventures inJapan, Asian firms in Europe,

American companies exploring new worlds overseas, German multinationals coming to

the U S. All of which requires a balanced perspective from your insurer. A view we

are particularly capable of since we are as large overseas as we are in the U S. AIG has

a unique base ofknowledge and experience in overseas markets and cultures developed

over 70 years. And expert claims and service capabilities wherever we operate.

Wherever your multinational company is located, AI GLOBAL gives you true single

source access to AIG's unmatched resources and worldwide network to assure unit6rm

coverage for your corporate risks. Through a nearby office that's part ofa single,

integrated worldwide management unit.

Wherever and however you expand around the world, you can't outgrow AI GLOBAL.

And because we're staffed largely by local people, we're able to understand your needs

in any language.

For more information, write AI GLOBAL, Dept. A, 70 Pine St., NY, NY 10270.

Learn more about the one global insurer truly worthy ofthe name. AI GLOBAL.

A IG World leaders in insurance and financial services.
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Sparfven & Company
INCORPORATED

are pleased to announce
the opening of its new offices

offering services in

Litigation Support
Forensic Fraud Reviews

Financial Investigation

10 Davol Square

Providence, Rhode Island 02903
401-421-9606

with offices in New York, New York

EFFICIENCY
CONTROL

EXPERTISE

A Real-Time
On.Line

U/R Profit Center

CareReview® tan show you how to make quality U/R
a part of your internal claims function.

The CareReview program - easily integrated into
your present claims administration process - can
dramatically reduce claims totals and patient stay-days.
And with DataReview,s" you have a real-time on4ine WR
system designed by a U/R firm. Plus, as an IBM®
Authorized Industry Remarketer, CareReview provides
the IBM PS/2® and RT® hardware on which to run its

on-line system.

Aon elects Ryan chairman,
replaces W. Clement Stone

Patrick G. Ryan, president and
chief executive officer of Aon

Corp. of Chicago, was elected
chairman of the insurance holding
company at its annual sharehold-
ers meeting late last month. As
chairman, he replaces W. Clement
Stone, Aon's founder, who retired
as chairman in February.

In other insurer changes:
G. Fred DiBona elected presi-

dent and chief executive officer of

Independence Blue Cross of Phila-
delphia.

Peter C. O'Connor named vp-
international at The Home Insur-

ance Co. of New York, a unit of
AmBase Corp.

David R. Jahn elected vp and
appointed regional manager in San
Antonio, Texas, for Nationwide
Mutual Insurance Co. of Columbus,
Ohio. Nationwide also announced

the retirement of two senior vps:
Bernard E. Guinan and J. Ri-
chard Harmon.

The Hartford Steam Boiler In-

spection & Insurance Co. of Hart-
ford, Conn., announced these pro-
motions: Robert W. Trainer to

senior vp for investments and the
financial department; and Keith
S. Hynes to senior vp for under-
writing.

Renee E. Torobin elected vp of
Unigard Inc., the holding company

The results: improved eligibility verification and
reporting; total systems control; the opportunity to
create your own profit center and the most compre-
hensive medically based criteria in the business. In
otherwords, EMciencK Control and Expertise.

To explain fully all the benefits and advantages of
in-house U/R, the DataReview Program and our IBM
relationship, a series of free seminars will be conducted
in selected cities at local IBM Customer Centers.

The right choice - Efficiency, Control and Expertise -

a real-tin on-line profit center - CareReviewWhat's more, exclusive Physician Develcped Criteria®
gives you a medical doctor's standard 01 care on
every review /

To register please complete and mail to: CareReview-The Choice Is Yours Seminar
10909 West Greentield Avenue, Milwaukee. Wisconsin 53214

Or calll-800-558-4353 (1-800-242-2178 In Wisconsin)
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BM, PS/2 and RT are registered trademarks of
International Business Machines Corporation

Comings & goings: industry
of Unigard Security Insurance Co.
of Seattle.

Marshall N. Swann named vp
of the Western regional office of
Industrial Risk Insurers, a prop-
erty insurance pool in Hartford,
Conn.

0. Linwood Perry Jr. and Ro-
bert Briganti named senior vps at

Continental

7-F, Guaranty &
Credit Corp., a

¥ subsidiary of
Continental

Corp. in New
York.

Ronald E.

Wolhust named

»' senior vp of
United States

Mr. DiBona Fidelity & Guar-
anty Co. of Bal-

timore.

Adrian M. Meyers appointed vp
of engineering for Royal Group
Inc. of Charlotte, N.C. He pre-
viously was a regional loss control
manager with Crum & Forster
Commercial Insurance Co.

David R. Tourangeau, a senior
vp with UNUM Corp. of Portland,
Maine, appointed to direct the
company's reinsurance business
operations and manage a planned
entry into the Pacific Rim. He had
been head of the retirement prod-
ucts division.

Other suppliers
Robert Johnson named chair-

man and chief executive officer of

PCS Inc., a vendor of prescription
drug card programs in Scottsdale,
Ariz. Mr. Johnson, formerly execu-
tive vp of the California Pharma-
cists Assn., replaces John Pfeiffer,
who retired.

Carole L. Kennedy will con-
tinue as president and chief
operating officer of PCS, titles she
has held since December.

PCS also announced the ap-
pointment of Robert E. Abrams
to the newly created post of vp-
special products.

Judi L. Wallace promoted to vp
with Booke & Co., a compensation
and benefits consulting firm in
Winston-Salem, N.C.

Jack D. Williams named presi-
dent and chief executive officer of

National Benefit Services Inc. of

Phoenix, Ariz., a managed care
company. He previously was exec-
utive vp and chief operating officer
of Beacon Corporate Benefit Ser-
vices Inc. Also, Foster R. Drury
named executive vp with NBS.

John M. Barry appointed prin-
cipal with Barry, Evans, Josephs &
Snipes Inc., a Charlotte, N.C.-
based consulting firm specializing
in benefit packages for executives.

Benefit consultant A. Foster

Higgins & Co. Inc. announced the

following appointments as manag-
ing consultants in its Washington,
D.C., office: Robert W. Coburn,
Kenneth A. Kent and Michael F.

McAllister.

Kim Brizer appointed manager
of the Yuma, Ariz., office of R.L.

Gresham & Co., an adjusting and
appraising firm based in Las
Vegas, Nev.

Consulting firm Martin E. Segal
Co. of New York announced these

promotions to senior vp: Bruce J.
Cerabone, A.H. Higgs, Mark
Meltzer and Jonathan A. Parker.

Segal also announced these ap-
pointments to vp: Henry Brown-
stein, Leonard B. Comberiate,
Randy G. DeFrehn, Peter A. Dri-
scoll, Robin J. Dusang, Diane
Gleave, Jeffrey L. Johnson, Al-
bert LaCasse, Eileen Lazar, Ro-

bert Liberto, Irene Potapenko
and Steven T. Seide.

Deborah L. Trout named direc-

tor of utilization review and net-

work programs for United Beha-
vioral Systems Inc., a managed
care subsidiary of United Health-
Care Corp. of Minneapolis.

Agents/brokers
Donald R. Moore elected vp at

Adams & Porter Inc., a New York

brokerage.
Rollins Burdick Hunter Co., an

Aon Corp. brokerage subsidiary,
announced these promotions:
Erick L. Johnson named senior vp
and chief operating officer at RBH
of Arizona Inc. in Phoenix; Myles
McDonald also appointed vp at
the Arizona subsidiary; and Joyce
T. Howard and Michael S. Cal-

houn named vps in the national
aviation division, based in Chi-
cago.

Corroon & Black Corp. an-
nounced these changes: Robert
Reak joins C&B of California Inc.
as senior vp in San Jose, Calif.;
Daniel E. Obler named vp and
manager of property engineering,
also in San Jose; Raymond R.
Veit named senior vp and marine
manager with Corroon & Black of
Louisiana Inc. in New Orleans; and
Robert Pendergast named senior

vp-international; and Ann Hoppe
named vp-international and unit
manager at C&B of New York Inc.

Leslie G. Moore elected re-

gional vp and area marketing man-
ager in Atlanta for Hobbs Group
Inc., a brokerage subsidiary of
Arkwright Mutual Insurance Co. of
Waltham, Mass.

Gordon St. John elected chief

executive officer with Bosquett &
Co., a Detroit agency. He had been
executive vp
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Cover offe red for high malpractice awa rds
By CAROLYN ALDRED

LONDON-A new medical mal-

practice liability insurance line
slip is available in the London
market to protect U.S. hospitals
and clinics against unusually large
medical malpractice awards.

Lloyd's of London broker Lloyd
Thompson Ltd. put together the
line slip, which provides $3 million
of medical malpractice liability in-
surance per claim excess of a mini-
mum of $2 million, said Lloyd
Thompson Director Charlie
Pearch.

The coverage, written on a
claims-made policy form, has a
maximum aggregate limit of $9
million.

The facility, which is accessible
through Lloyd's brokers, is de-
signed to protect policyholders
against single, unusually large
awards rather than accumulated

smaller awards, he explained.
The facility is led by:
• Lloyd's underwriter Ken Bar-

rett of syndicate 1066, managed by
Merrett Underwriting Agency
Management Ltd.

• Lloyd's underwriter David
Mann of syndicate 435, managed

LONDON

by D.P. Mann Underwriting
Agency Ltd.

• Unionamerica Insurance Co.

Ltd., a unit of New York-based
Continental Corp.

• CNA Reinsurance of London

Ltd., a unit of Chicago-based CNA
Financial Corp.

Once at least $5 million in medi-
cal malpractice liability coverage
has been obtained through the fa-
cility, clients should be able to ac-
cess additional liability limits in
the London market, Mr. Pearch
said.

Total capacity of $20 to $25 mil-
lion excess of $5 million is avail-
able throughout the London mar-
ket for medical mal practice
coverage, he estimated.

U.S., Lloyd's tax pact
After more than a year of intense

negotiations, Lloyd's of London
and the U.S. Internal Revenue Ser-

vice signed a new agreement last
month concerning taxation of
Lloyd's members' U.S. income.

Under the new agreement, in-
come from the underwriting of
U.S. risks will be taxed at U.S. cor-

porate tax rates instead of personal
income tax rates beginning in
1991.

Corporate tax rates in the United
States range from 15% to 39%,
while personal income tax rates
range from 15% to 33%.

Income from the underwriting of
non-U.S.-based risks underwritten
in U.S. dollars will continue to be

taxed at the personal income tax
rate.

The new agreement, which re-
places a 1980 agreement, continues
to recognize that the taxable entity
is the individual member of

Lloyd's.
And, the new agreement con-

tinues to recognize Lloyd's three-
year accounting methods and re-
serving practices, which had been
questioned by a U.S. Treasury De-
partment report (BI, Feb. 27,
1989).

For U.K. names, there also will
be no change in the principle of tax

Complex program covers
tunnel project in Sydney

By KATE McILWAINE

SYDNEY, Australia-A sophist-
icated package of marine and
property policies covers two new

tunnels being constructed beneath
Sydney Harbor.

The construction of the two, 2.3

kilometer-long tunnels beneath
Sydney Harbor was commissioned

11I

Two tunnels now under construction beneath Sydney Harbor, site
of the Sydney Opera House, are expected to be completed in 1992.

by New South Wales to alleviate
traffic on the Sydney Harbor
Bridge (see photo). The tunnels,
which pass under the front of the
Sydney Opera House, will link
North Sydney with an expressway
on the south side of the harbor.

The tunnels are being con-
structed by the Sydney Harbor
Tunnel Co. Ltd., a joint venture of
Sydney-based Transfield Group, a
construction and heavy engi-
neering company; and Kumagai
Gumi Co. Ltd., an Australian sub-
sidiary of Tokyo-based Kumagai
Group.

The contract price is $553.8 mil-
lion Australian ($413.1 million)
and the tunnels are expected to be
finished by August 1992. Upon
their completion, the joint venture
will operate the tunnels until the
year 2022, whereupon responsibil-
ity will transfer to New South
Wales. Lowndes Lambert Australia

Ltd; a Sydney-based subsidiary of
Lowndes Lambert Group P.L.C.,
arranged the insurance package for
the project.

Continued on next Page

West German market
Less restrictive insurance rules urged

By DON LEWIS KIRK

BONN, West Germany-West Germany is under
pressure from within and outside its borders to dere-
gulate its insurance market.

A recent report by the West German National Dere-
gulation Commission cites "conditions no longer re-
flecting the reality of modern insurance markets" as a
reason to end the country's strict regulation of insur-
ance products.

In addition, West Germany's finance minister has
met with his U.K. counterpart to negotiate a common,
less-restrictive regulatory standard in light of the Eu-
ropean Community's move to allow cross-border trad-
ing of insurance.

"The individual insurer has few incentives to de-

velop new policies if everyone has to adhere to the
same conditions," said Juergen Donges, chairman of
the National Deregulation Commission, referring to
the current regulatory climate in West Germany. "It

makes West German insurers less competitive by in-
ternational standards."

The National Deregulation Commission was ap-
pointed by the government to report on possible can-
didates for deregulation in West German industry.

The West German Federal Insurance Supervisory
Authority in Berlin, which oversees regulation of in-
surance, currently must approve the wording of all
insurance contracts. Any innovation in policy wording
is introduced throughout the market.

"It ends up being a general condition," Mr. Donges
said of new contract wordings. "It would be better if
insurers had complete freedom to determine the provi-
sions of a policy. That's not the case right now,".he
said.

The commission also recommends an end to regula-
tion of insurance pricing.

"The freedom to set tariffs individually will lead to a
large drop in prices," Mr. Donges said. "Lower prices

Continued on page 63

credit relief in the United King-
dom.

Lloyd's is preparing material to
be sent to members and managing
agents shortly.

The new agreement, Lloyd's said
in a statement, achieved "consis-
tency and fairness."

Negotiations to review Lloyd's
special closing agreement with the
IRS began last February after the
U.S. Treasury Department issued a
report recommending that Lloyd's
syndicates be taxed more like cor-
porations (BI, Feb. 27, 1989).

Manager appointed
Clive Pracy has been named

manager of risk management ser-
vices for the international ac-

counting and consulting firm of
KPMG Peat Marwick in London.

Prior to joining KPMG Peat
Marwick, Mr. Pracy established a
technical and advisory claims de-
partment for Munich Reinsurance
(U.K.) Co. Prior to that he served in
the risk management department
of New York-based Exxon Corp.
for 13 years.

KPMG Peat Marwick "has deve-

loped a risk management consul-

tancy practice in response to a
growing need in both the public
and private sectors for informed
and independent advice about the
appreciation and treatment of the
risks that all organizations face,"
the firm said in a statement.

Chubb name change
The Chubb Group of Insurance

Cos., an international unit of War-
ren, N.J.-based Chubb Corp., is
trading under a new name in prep-
aration for the single European
market.

On April 1, Chubb offices in the
United Kingdom, Ireland, Den-
mark, France, Belgium, West Ger-
many, Italy, Spain and The Neth-
erlands began trading under the
name Chubb Insurance Co. of Eu-

rope S.A.

"With the advent of a single
market in Europe fast becoming a
reality, we needed a single name to
promote and develop our pan-Eu-
ropean products and services,"
said Lawrence Grant, chairman of
the London-based subsidiary.

From its London offices, Chubb
has been operating in Europe for

Continued on page 63

Industry harmed
by competition,
ACE exec says

By ROGER SCOTTON

HAMILTON, Bermuda-Bermuda's growing liability insurance
industry is on the brink of entering a round of competition that
could harm the industry, warns a prominent insurance executive.

Bermuda's liability insurers are "headed down the road of antag-
onism" and, if they compete among themselves, the market "will
end up on the path to destruction," warned John Cox, chairman of
Bermuda-based ACE Ltd.

In a hard-hitting and provocative speech dur-

ing a seminar sponsored by Bankers Insurance *,<.
Co. Ltd. in Hamilton on April 26, Mr. Cox-who i©
is a director of BICL-called for a collective ef- i* i

fort to create a stronger, more united liability in- r. « *, 'm
surance market on the island.Bermuda had evolved into a proper risk trans- ti j
fer market, he said. "But the real test is only just v.__*
now beginning," Mr. Cox warned. 1..'

"The strategy of Bermuda companies should be
collective, there should be a joint effort on this
island to create a stronger market, rather than Mr. Cox

one divided and competing against itself," he
said.

"And this market is in danger of losing control of its own destiny,
which is one of the main advantages it had when it started," Mr.
Cox warned.

Increased regulation is not an answer, he said. Although the Ber-
muda government has a part to play in improving the market, Mr.
Cox said after the meeting, any change ought to be voluntary.

"Regulation could harm this market," he said.
Liability insurance brokers-whom Mr. Cox called the worst

enemy of liability insurers-are partly responsible for creating this
competition, he said.

Mr. Cox likened these brokers to "thorns" impeding the growth of
a business that was "taking root" in rich, heavily capitalized
"soil."

Rather than giving out advice like doctors, "to make sure the
body, or in this case, the company, survives," brokers are motivated
by price alone "as the ultimate solution," argued Mr. Cox.

"The broker should be showing his client all the alternatives," he
said. "The brokers are the essential intelligence of this business.
They are a necessary and vital part of it. But they should be showing
all alternatives."

The future of the Bermuda liability insurance market will be de-
termined only by insurers deciding their own future, he added.

Mr. Cox. is expected to step down from his post as chairman of
ACE by the end of this year. ACE Ltd. is the parent of policyholder-
owned excess liability insurer A.C.E. Insurance Co. Ltd., which is
based in Bermuda.

BICL is a policyholder-owned facility that writes directors and
officers liability insurance and financial institution bonds for com-
mercial banks. m
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Sydney tunnel
Continuedfrom previous page

The package involves contract
works insurance, which is a type of
construction all-risk policy. and
marine hull policies to cover pre-
fabricated sections of tunnels as

they are towed into the harbor
from the dry docks where they are
manufactured.

Each tunnel is composed of eight
sections and each section is towed

individually, said Phillip J. Roy,
Deputy Managing Director-Con-
struction of Lowndes Lambert.

It is the first time the broker has

negotiated insurance cover for
such a large marine towing opera-
tion in open seas, he said, noting
the tunnel sections are towed to

Sydney in the Tasman Sea from
Kembla, which is 78 kilometers
down the New South Wales coast.

Mr. Roy said the contract works
and marine hull policies were ne-
gotiated separately because con-
tract works underwriters were un-

prepared to accept the marine
exposures involved in the project.

Christiania Holding
Company, Inc.

INTERNATIONAL

Mr. Roy said he had experienced
"no problems in placing the risk,
but some underwriters did not

want to participate because of the
nature of the risk."

He said it was the largest con-
struction package negotiated by
Lowndes Lambert in terms of the

complexities of the risk involved,
but was not the biggest in terms of
Cost.

Mr. Roy would not comment on
the price structure or limits of the
insurance package.

"It was a very interesting job and
still is," Mr. Roy said. Because the
risk involved "land and water con-

struction, we had to coordinate
both sides. It was a path not en-
countered before."

The concrete tunnels are con-

structed in sections at a dry dock
in Port Kembla, then towed indivi-
dually into the harbor.

Each of the tunnel units is 120

meters long, 26 meters wide, 7.5
meters high, three meters thick and
weighs 23,000 metric tons. The
first four units were towed into

place in Sydney Harbor last Octo-

a wholly-owned subsidiary of
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has acquired 49.9% of the outstanding shares of

Belvedere Corporation

from an investor group which includes

Sprou:Group
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Mav 1990

State Capital Insurance
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Donaldson, Lufkin & lienrette
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ber and November. The others are
still under construction.

For the towing operation, steel
bulkheads were installed at either

end of the tunnel units to seal them

off. Mooring lines were attached
and the dry docks were filled with
water.

"From the time of the first in-

gress of water into the dry dock,
the insurance cover changed from
the contract works policy to the
marine hull policy," Mr. Roy ex-
plained.

In addition, the marine policy
will respond if one of the sections
should sink in Sydney Harbor and
block shipping, he noted. It would
reimburse the Sydney Port Au-
thority for any loss of income from
blocked shipping as well as any
shipping companies with business
interruption claims, Mr. Roy ex-
plained.

Once the units are floated out,
the dry docks are drained in prepa-
ration for construction of the next

four units, which are due to be
completed and towed to Sydney
later this year.

"In the assessment of the marine
risk associated with the ocean tows

(a consulting firm) was required to
check all relevant risks, including
meteorological conditions, stabil-
ity, the towing method and struc-
tural conditions," Mr. Roy said.

"The marine hull policy ceases
when the tow line is disconnected

at the tunnel sites where the units

are positioned for sinking. The
contract works insurance then re-

commences," he said.
It takes six hours to sink the

units onto the floor of Sydney Har-
bor, he noted.

The contract works insurance is

led by London-based Excess Insur-
ance Co. Ltd., according to Mr.
Roy.

He said 62.5% of the tunnel's

construction coverage is placed in
London and Europe; 7.5% with a
Japanese insurer; with the rest in
Australia. According to Mr. Roy,
the largest Australian insurer par-
ticipating on the risk is C.E. Heath
Underwriting & Insurance (Aus-
tralia) Pty., a Melbourne-based un-
,derwriting subsidiary of C.E.
Heath PLC.

Mr. Roy said he was disap-
pointed with the response from
Australian insurance companies,
but noted that the Australian mar-

ket had chosen not to compete with
the London market for contract

works risks in recent years.
The marine hull policy is shared

by British and American insurers
with Lloyd's syndicates and other
British insurers taking 50% and
Australian companies taking the
remaining 50%.

The lead insurer for the Austra-

lian portion of the marine policy is
Sydney-based Switzerland Gen-
eral Insurance Co. Ltd., a unit of
Swiss Reinsurance Co., which
writes 20% of the coverage.

"We wanted to reserve 50% of
the marine cover for Australia.

Even though we are a British brok-
ing house, we like to place business
locally if we can," Mr. Roy ex-
plained.

"But if the price is not right, we
will obviously go to London to
place it," he added.

When the project is commis-
sioned-scheduled for Sept. 1,
1992-an industrial property pol-
icy comes into force for the tun-
nels, according to Mr. Roy. I

Attacks on mine

prompt dropping
of reinsurance

MELBOURNE, Australia-The
property reinsurers of Bougainville
Copper Ltd. are planning to cancel
the mining company's coverage be-
cause of ongoing civil strife near
the company's mine on the Pacific
island of Bougainville.

In a statement read to sharehold-

ers at BCL's annual meeting late
last month, Chairman Don Car-
ruthers said: "On April 2, lead
reinsurers of the company gave 90
days' notice of withdrawal of in-
surance cover consequent to our
contractors being prevented from
carrying out surveillance duties at
Panguna (Bougainville). Discus-
sions are taking place to try to
reinstate some cover."

A spokesman for Mr. Carruthers
said he could not elaborate on the

comments made at the meeting be-
cause the company is negotiating
with its reinsurers.

The mining firm, partially owned
by the government of Papaua New
Guinea, operates one of the world's
largest gold and copper mines on
the tiny South Pacific island. Rebel
forces that want the island to se-

cede from Papaua New Guinea
have attacked the mine repeatedly
over the past year, causing hun-
dreds of millions of dollars in dam-

age (BI, Dec. 4, 1989).
There have been no BCL employ-

ees on the island since March,
when rebel activities by the Bou-
gainville Revolutionary Army wor-
sened. The mine has been closed

since May 1989.
Between 40 and 50 companies,

led by Royal Insurance Ltd. of
Melbourne, a unit of Royal Insur-
ance Holdings P.L.C. in London,
reinsure BCL's primary property
and business interruption cover-
age.

Some 88.5% of that coverage is
written by Metals & Minerals Pte.
Ltd., a Singapore-based captive of
its parent company, Melbourne-
based CRA Ltd. Three other com-

panies write the remainder of the
primary coverage.

BCL received a $102.5 million
Australian payment ($78.6 million)
from its four primary insurers on
April 5 in an out-of-court settle-
ment of its dispute over property
and business interruption coverage
for losses stemming from the civil
commotion (BI, March 5).

Ross Bovill, managing director of
Sedgwick James Management Ser-
vices in Singapore, which manages
the captive, and a director of
Metals & Minerals, said BCL's re-
insurance is still in force.

He added that discussions were

being held with reinsurers about
the current situation on Bougain-
ville.

"Certain reinsurers are con-

cerned and have indicated a vari-

ety of responses," Mr. Bovill said.
"We're working hard to ensure
thiit cover remains," he said.

Mr. Bovill would not name the
reinsurers involved nor comment

on responses under consideration.
Sedgwick James Ltd. in Mel-

bourne, BCL's reinsurance broker,
also is "heavily involved" in the
negotiations, confirmed Andrew
Smith, national operations director
for Sedgwick.

Mr. Smith declined to elaborate
on the discussions.

Mr. Bovill said the "fluidity" of
the situation on Bougainville was a
problem in the negotiations.

"Obviously reinsurers are going
to be nervous about the position
there," he said.

-By Kate Mellwaine
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Continued from page 61
more than a decade.

It has branch offices in Brussels,

Belgium; Copenhagen, Denmark;
Paris; Dublin, Ireland; Madrid,

Spain; Milan, Italy; Rotterdam,
The Netherlands; and Dusseldorf,
West Germany.

Chubb also plans to open other
European offices.

"The advent of the single Euro-
pean Market in 1992 and the re-
moval of trade barriers brings
many opportunities in the Euro-
pean insurance market," the in-
surer said in a statement.

"In 1989, revenues from interna-

tional operations approached $500
million," Chubb said in its 1989

annual report. "Over the longer
term, we aim to increase our inter-

national activity so that it ac-

West Germany
Continued from page 61
and fairer risk-cost ratios (rates) for
consumers are among the most im-
portant consequences." Premiums
should be free from regulation in
every branch except health insur-
ance, the report contends.

The report also criticizes the West
German insurance industry for its
"principle of conformity."

However, insurers insist that regu-
lation and "running surveillance" of
contract conditions protects the con-
sumer. Prudent standards are "the

best guarantees for order in the mar-
ket," said Jorn Badenhop, director of
the association in Bonn.

Foreign insurance companies also
find West Germany's insurance mar-
ket restrictive, according to the com-
mission's report. Foreign insurers are
discriminated against and should be
given greater access to the market,
according to the report. Freedom of
services in West Germany is too
strongly regulated by the Federal In-
surance Supervisory Authority, mak-
ing it too difficult for foreign insurers
to establish themselves in West Ger-

many, the report said.
"Consumers are unaware of poli-

cies offered by a foreign insurer at a
better price," Mr. Donges said.

A study of West German insur-
ance prices conducted in 1988 by the
EC Commission shows that premi-
ums in certain branches of the West

German insurance market are higher
than in other EC countries. In partic-
ular, premiums for commercial gen-
eral liability, industrial fire and theft
insurance are much greater than in
other countries, the EC study found.

In addition, the National Deregu-
lation Commission's report calls for
the creation of a guaranty fund to
protect consumers from insolvent in-
surance companies.

The European Community's move
toward a single European market for
insurance services has also put
pressure on West Germany to change
its tight regulation of insurance from
other EC nations.

At recent talks with U.K. Trade

and Industry Secretary Nicholas Rid-
ley, West Germany's Finance Minis-
ter Theodor Waigel showed willing-
ness to move on several key issues,
including freedom for insurance
product innovation as well as more
competitively priced products.

The two nations still have no

agreement on insurance regulatory
standards, which has been a major
obstacle to harmonization.

Anticipating EC directives ena-
bling insurance companies estab-
lished in one country to offer a full
range of services in another, Mr.
Waigel issued a joint statement at
the conference between the two min-

isters calling for "mutual recognition
of (a) supervisog standard."

However, he also acknowledged a
need for consumers to have the "wi-

dest possible choice between differ-
ent competitively priced insurance
products."

counts for 25% of our business by
the year 2000."

Broker results

Lloyd's of London broker Ni-
cholson Chamberlain Colls Group
Ltd. reported revenues increased
50% last year to 15 million pounds
($24.6 million) from 10 million
pounds ($18.1 million at year-end
rate) in 1988.

"This has been achieved through
new business totaling in excess of
6 million pounds ($10.86 million),
said Chairman Alan Colls in the

company's 1989 annual report.
New business "has more than

offset the reduction in income on

the existing portfolio," he added,
referring to reduced commissions
on existing business that has ren-

INTERNATIONAL

ewed at lower premiums.
In only its second full year, the

brokerage also boosted pretax
profits 82% to 3.1 million pounds
($5.1 million) in 1989, from 1.7
million pounds ($3.1 million at
year-end 1988 rate) the previous
year.

The United States continues to
be Nicholson Chamberlain Colls'

largest source of revenue, repre-
senting 6.1 million pounds ($10
million) in 1989. Another 5.4 mil-
lion pounds ($8.9 million) came
from the United Kingdom and 1.4
million pounds ($2.3 million) from
other European nations, the broker
reported.

"Although historically the insur-
ance business has been cyclical,
none of us can remember a time
when market conditions have been

as soft across so many classes as
those experienced in 1989," Mr.
Colls noted in the report.

While -there are signs of a hard-

ening market in some areas, this is
unlikely to have an effect before
1991," he said.

Creditors to get checks
Creditors of Mediterranean In-

surance & Reinsurance Co. Ltd.
will receive a claims dividend of 70

cents on the dollar this week, ac-
cording to the accountants manag-
ing the company's rehabilitation.

A cash reserve of 15.4 million

pounds ($25.3 million) has been
put aside to meet agreed claims of
about 9.5 million pounds ($15.6
million) as well as estimated claims
and incurred-but-not-reported
losses, said Philip Singer, an asso-
ciate director of accountant Cork

Gully, a unit of Coopers & Ly-
brand.

The insurer's outstanding claims
and IBNR claims total 22 million

pounds ($36.1 million).
Checks for 70 cents for every
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dollar of agreed claims are being
sent to creditors by Cork Gully
partner Malcolm London, chair-
man of Med Re's creditors commit-

tee.

Meanwhile, Cork Gully hopes to
pay a final dividend-resulting in
full payment for all claims-by
1994, said Mr. Singer.

Med Re was put into a -scheme
of arrangement," which is a British
form of rehabilitation, in 1987 (BI,
May 11, 1987).

Under such a scheme, a plan of
rehabilitation has to be approved
by 75% (in value) and 50% (in-
number) of all classes of cred-
itors.

Med Re's financial difficulties

primarily "arose in connection
with three reinsurance treaties be-

tween Med Re and Kuwait Re,
where Kuwait Re's liabilities ex-

ceeded the amount which Kuwait

Re was able to pay," said a Med Re
memorandum issued in 1987. I

Before you bio it
give usci whistle.
You can be sued

whether or not you make an
error. That's why E&0 coverage
is essential to today's insurance
agent. Yet preventing claims and
defending your agency are more
important than ever.

We can help. We offer errors
and omission insurance through
SAFECO, a top "A' rated insur-
ance company. And, we provide
newsletters, videotapes, semi-
nars and prevention counseling
to help stop E&0 claims before
they start.

Remember: being sued
can happen to anyone. Let
us give you the tools to protect
your agency.
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latest newsletter plus an applica-
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free:

1-800-243-6836
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California spill bill
SACRAMENTO, Calif.-Oil

companies and shippers would
have to maintain minimum liabil-
ity coverage and improve their
cleanup preparations for spills off
the California coast under legisla-
tion proposed in late April by Gov.
George Deukmejian.

The proposal was prompted by a
Feb. 7 spill of Alaskan crude oil off
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Work comp benefits to rise in Georgia
ATLANTA-Workers compensa-

tion benefits in Georgia will in-
crease 28.6% after July 1, but
workers or their families will be
denied benefits if a worker is in-

jured or killed while under the in-
fluence of drugs or alcohol.

Georgia Gov. Joe Frank Harris
has signed five workers comp re-
form bills passed during the Legis-
lature's 1990 session, and all go
into effect July 1.

S.B. 464-signed by Gov. Harris
on April 11-increases the maxi-
mum weekly workers comp benefit
for total disability or death to $225
from $175 and for temporary par-
tial disability to $150 from $117.

The law also extends to 21 days
from 14 days the deadline by which
benefits must be paid after an em-
ployer has knowledge of an injury
or death.

It also increases to four from

three the number of physicians in
the "panel of physicians" employ-
ers must contract with and make

accessible to injured workers.
S.B. 464 also requires insurers to

update their workers comp rate
filings at least once every two
years, with the initial two-year pe-
riod commencing on July 30.

But, H.B. 1168-signed April 1-
denies workers comp benefits for
workers who are injured or die as a
result of being under the influence
of alcohol or drugs, unless those
drugs were prescribed by a phys-
ician and were taken in accordance

with the physician's instructions.
H.B. 1421-signed April 4-cre-

ates the Self-Insurers Guaranty
Trust Fund "to provide for the
continuation of workers compen-
sation benefits due and unpaid-
excluding penalties, fines and at-
torneys' fees-when a self-insured
employer becomes insolvent."

Each fund participant will be as-
sessed $4,000 in 1990. In subse-
quent years, each participant will
be assessed up to 1.5% of benefits
paid during the previous calendar
year to a maximum of $4,000, or
$1,000, whichever is greater.

After the funding level reaches
$3 million, assessments will cease
for participants who have paid at
least three prior assessments until
the fund is depleted to less than $2
million.

H.B. 1421 also stipulates that
money held in the fund is not the
property of either the state or the
fund's participants.

The fund is to be governed by a
seven-member board elected by
participants. But, the initial board
will be appointed by the governor.

And, S.B. 693-signed April 10-
exempts employers that self-insure
their workers comp risks from
state and local premium taxes.

H.B. 1753-signed March 28 and
effective on policies issued, deli-
vered or renewed on or after July
1-requires workers comp insurers
to offer deductibles either as a part
of their policy or as an optional en-
dorsement to the policy.

Insurers must offer in writing
deductibles of $100, $200, $300,
$400, $500 or increments of $500
up to a maximum of $2,500 per
compensable claim.

Insurers must determine premi-
ums based on those deductibles be-

fore applying any experience mod-
ifications, premium surcharges or
other premium discounts.

-By Linda J. Collins

Around the states

Huntington Beach, Calif. About
300,000 gallons of oil spilled
through a three-foot hole ripped in
the hull of the tanker American

Trader (BI, Feb. 12).
Under Gov. Deukmejian's plan,

oil companies and shippers bring-
ing oil to California will be re-
quired to: ,

• Submit new, updated spill
contingency plans that include
greater use of booming equipment
and skimming vessels.

Such equipment will help ensure
that a spill is contained "before it
hits our shores and beaches," Gov.

Deukmejian said last week.
• Join an oil spill cleanup coop-

erative or prove that they have the

individual capacity to clean up a
serious spill.

• Demonstrate that they have a
minimum of $500 million in oil
spill liability protection, whether
through an insurance or a self-in-
surance program.

American Trading Transporta-
tion Co., owner of the American
Trader, had up to $400 million in
cleanup coverage written by Nor-
wegian protection and indemnity
club Assurance Foreningen Gard.

However, shipowners can now
purchase as much as $750 million
in pollution liability coverage
through P&I clubs (BI, Jan. 8).

Gov. Deukmejian's plan also
calls for establishing an Office of

Oil Spill Response in the state's
Department of Fish and Game to
develop ongoing spill prevention
and response measures.

In addition, the state will finance
a $30 million oil spill response
fund through a 5-cent-per-barrel
fee on companies shipping crude
oil into California. The fund is to

pay immediate cleanup costs when
the responsible party is not quickly
identified.

These measures "will ensure that

the industry bears the burden of
the cost of oil spill prevention and
cleanup," the governor asserted.

The proposal is to be merged into
AB 3941, a similar measure intro-
duced by state Assemblyman Eric
Seastrand, R-Salinas. A hearing is
scheduled for today before the
Natural Resources Committee.

-By Joanne Wojeik
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Work comp benefit
INDIANAPOLIS-Husbands in

Indiana now have the same rights
as wives to receive workers comp
death benefits.

The benefit becomes effective

July 1 under an amendment, S.B.
62, to the state's workers comp
code signed by Gov. Evan Bayh.

Previously, only a husband who
was "both physically and finan-
cially incapable of self-support"
was eligible for these benefits from
his wife's employer.

The amendment also allows chil-

dren to collect workers comp dead
benefits to age 21, up from age 18.

The governor also has signed an
amendment to Indiana's insurance

code that raises civil penalties for
unfair claim settlement practices.

Continued on next page
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cine specialists, obstetricians and ers from selling basic health insur- developed by board appointed byAround the states gynecologists ance to groups and individuals the governor
Risk management protocols The Universal Health Care Act, In addition, the proposals, which

"must establish standards of prac- introduced last month in the Illi- amend the state Insurance CodeContznued from previous page Medical malpractice tice designed to avoid malpractice nois General Assembly, would pro- and the Health Maintenance Orga-
S B 211-also effective July 1- claims and increase the defensibi- hibit insurers and health mainte- nization Act, call for creating two

increases the maximum civil pen- AUGUSTA, Maine-Medical lity of the malpractice claims that nance organizations from writing task forces to advise the board on
alty a commissioner can levy malpiactice awards in Maine be- are pursued," the bill says health care insurance for residents containing costs and promoting ef-
against an insurer for unfair claim ginning next year may be offset Under the law, physicians could after 1993 ficiency and quality care
practices to $25,000 for each act or by amounts :hat plaintiffs already use their participation as a defense In addition, providers of basic H B 3291 and S B 1587 seek to
violation, up to a 12-month aggre- have received from collateral in a malpractice suit health care services would be establish a single, non-profit in-
gate of $100,000 sources, under a law signed by • Calls for the insurance su- reimbursed only through the uni- surance system that negotiates

The commissioner previously Gov John McKernan Jr perintendent to determine the sav- versal health care system directly with health providers andcould fine insurers $2,000 for each The law, which takes effect Jan ings from the collateral source rule Those basic services include in- thereby "eliminates the waste and
act or violation, up to $10,000 in a 1, 1991, could save pollcyholders and the demonstration project and patient and outpatient hospital inefficiency that plagues our cur-
six-month period up to about 7% of the $40 million order insurers to assess their poli- care, services by licensed health rent multi-paper patchwork sys-

However, if it is determined that in annual medical malpractice pre- cyholders 50% of that total, up to care professionals, including doc- tem," said Robert Creamer, execu-
the insurer knew or should have miums written in the state, said $500,000 These funds would be tors, substance abuse treatment, tive director of Illinois Public
known it was violating the state's Steven Michaud, director of gov- used to cut malpractice premiums long-term care, prescription drugs, Action, a consumer group
insurance code, the commissioner ernment relations and regulatory for physicians providing obstetri- and services that promote health Under the current system, insur-
can fine the insurer up to $50,000 affairs for the Maine Hospital cal and prenatal services in rural and prevent illness and injury, in- ers are "inefficient middlemen"
for each act or violation, up to Assn He said he expects insurers areas cluding prescription eyeglasses that have benefited from rising
$200,000 aggregate in any 12- to pass savings on to policyholders, -By Judy Greenwald Cosmetic surgery is excluded, un- health care costs, he said
month period but the law does not require it less it is considered reconstructive A single-payer public insurance

Formerly, the commissioner The legislation also Illinois health care bill However, insurers may offer cov- system, like Canada's national
could fine insurers $5,000 for each • Establishes a five-year medi- erage for other benefits health care system, which Inspired
intentional act or violation, up to cal hability demonstration project SPRINGFIELD, Ill -Revolu- Under the proposed system, the the legislative proposals, lS needed
$50,000 aggregate in a six-month to develop practice parameters and tionary legislation in Illinois would state would pay providers accc:d- to bring health care costs under
period risk management protocols for an- establish a system of state-paid ing to an unspecified reim- control, Mr Creamer said

-By Linda J Collms esthesiologists, emergency medi- health care and ban private insur- bursement plan, which would be -BM Meg Fletcher
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Berkshire report
Continued from page 1
ence enough disappointments
doing transactions we believe to
carry an expectation of profit,"
Mr. Buffett noted in the report.

Berkshire's "method of opera-
tion, incidentally, makes us a sta-
bilizing force in the industry. We
add huge capacity when capacity is
short and we become less competi-
tive only when capacity is abun-
dant," he added.

"Of course, we don't follow this

policy in the interest of stabiliza-
tion-we follow it because we be-

lieve it to be the most sensible and

profitable course of action," Mr.
Buffett pointed out in the report.

After a record crowd of 1,000
filled the Joslyn Art Museum audi-
torium to capacity in 1989, the
Berkshire annual meeting was
moved this year to the Orpheum
Theatre in downtown Omaha to

accommodate about 1,600 requests
for tickets.

Berkshire shareholders traveled
to Omaha from around the world

to glean investment tips from Mr.
Buffett, whose 45% shareholding in
Berkshire now exceeds $3.2 billion
in value.

Berkshire stock-the

highest-valued stock traded on the
New York Stock Exchange-was
trading at $6,700 on April 30, the
day of the meeting, down from a
high of $8,900 in the fourth quarter
of 1989.

Undaunted by this change, Mr.
Buffett said at the meeting that the
stock "was selling at a different
relationship to its intrinsic value at
the end of 1989 than at the begin-
ning of 1989." The stock reached a
high of $5,025 in the first quarter
of 1989.

In 1965, when Mr. Buffett took

over the company, Berkshire stock
was selling for about $12 per
share.

As the meeting commenced, Mr.
Buffett referred to himself and
Berkshire Vice Chairman Charles

T. Munger-the other controlling
shareholder-as the "Berkshire

Hathaway version of Bartles &
Jaymes."

The two sat casually at a simple
table in straight-backed chairs on
the stage of the theater facing the
audience.

And, while the business portion
of the Berkshire annual meeting,
which began at 9:30 a.m., lasted
only about 10 minutes, a question-
and-answer period with Mr. Buf-
fett and Mr. Munger continued
until about noon.

After this formal question-and-
answer period was adjourned, Mr.
Buffett and Mr. Munger invited
those with additional questions to
remain. However, Mr. Buffett was

forced to call an end to those ques-
tions at 1 p.m. so he and Mr.
Munger could attend Berkshire's
annual board meeting.

"We only have one (board) meet-
ing a year, so we should show up,"
Mr. Buffett quipped.

Mr. Buffett has ample reason for
good humor. Berkshire's total
assets rose nearly 38.8% to $9.46
billion in 1989 from $6.82 billion in
1988.

And, while its 1989 revenues rose
only 0.8% to $2.48 billion from
$2.46 billion in 1988, net earnings
increased 12.1% to $447.5 million
from $399.3 million in 1988.

Berkshire's insurance group,
which insures primarily commer-
cial casualty risks, wrote $296.1
million in net premiums in 1989,
down 38.9% from $484.7 million in
1988 and 60.6% from $751.3 mil-
lion in 1987.

But, net earnings from the 12
companies that comprise Berk-
shire's insurance group-which in-
cludes National Indemnity Co.,
National Fire & Marine Insurance

Co., Columbia Insurance Co.,

Cornhusker Casualty Co. and
Weseo-Financial Insurance Co.-

rose 23.7% to $347.1 million from
$280.7 million in 1988.

Of that $347.1 million, $243.9
million, or 70.3%, represented net
investment income, which included
dividends from Berkshire's well-

publicized holdings in companies
like Capital Cities/ABC, Inc.;
Champion International Corp.; The
Coca-Cola Co.; GEICO Corp.; The
Gillette Co.; Salomon Inc.; USAir
Corp.; and The Washington Post
CO.

Berkshire's insurance under-

writing operations recorded an af-
tertax underwriting loss of $12.3
million in 1989, compared with a
$1 million underwriting loss in
1988. In 1987, those operations re-
corded a $20.7 million under-
writing loss.

Besides the insurance group and
its fabled investment portfolio,
Berkshire's other holdings include:
The Buffalo News; the publisher of
encyclopedias and reference ma-
terials such as World Book Ency-
clopedia, Childeraft and Early
World of Learning; Fechheimers, a
uniform manufacturer and distrib-

utor; See's, a candy manufacturer;
The Nebraska Furniture Mart, the

country's largest home furnishings
store; home cleaning systems man-
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ufacturers, including Kirby Co.;
and numerous other operations in
various industries.

Mr. Buffett's comments in Berk-

shire's annual report more fully
explain the reasoning behind his
prediction that a turn in the com-
petitive commercial property/ca-
sualty insurance cycle is not immi-

'We're a long way

from' improved

profits in insurance,
warns Berkshire's

Warren Buffett.

nent.

Mr. Buffett said he expects the
insurance industry's incurred
losses will continue to "grow by
about 10% annually, even in years
when general inflation runs con-
siderably lower."

And, "if premium growth mean-
while materially lags that 10%
rate, underwriting losses will
mount, though the industry's ten-

dency to underreserve when busi-
ness turns bad may obscure their
size for a time," he stated.

Currently, premium growth is
running "far below" the 10% in-
crease that would be required sim-
ply to stabilize insurers' combined
ratios at current levels, Mr. Buffett

said in the report.
In fact, the industry's written

premiums grew only 2.1% in 1989
to $206.6 billion from $202.3
billion in 1988, according to Insur-
ance Services Office Inc. statistics

(BI, April 2) Meanwhile, the in-
dustry's aggregate combined ratio
hit 109.7% in 1989, compared with
105.5% the previous year, accord-
ing to ISO.

Mr. Buffett noted "some analysts
have argued that the more onerous
taxes recently imposed on the in-
surance industry and 1989's catas-
trophes-Hurricane Hugo and the
California earthquake-will cause
prices to strengthen significantly.
We disagree," he said in the report.

"These adversities have not des-

troyed the eagerness of insurers to
write business at present prices.
Therefore, premium volume won't
grow by 10% in 1990, which means
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the negative underwriting trend
will not reverse," he added.

Mr. Buffett warned: "Insurance

profitability will improve only
when virtually all insurers are
turning away business despite
higher prices. And we're a long
way from that point," he stressed.

During the annual meeting, Mr.
Buffett described the investment

philosophy he and Mr. Munger em-
Ploy.

"We look for good businesses
with good economics run by very
able and honest people," he said.

"Essentially we've got a bunch of
stars, and we have stars because
we set out to join with stars," Mr.
Buffett added.

Regarding the company's insur-
ance operations, Mr. Buffett said
Berkshire prefers casualty business
because it has a longer "float."
Since casualty losses take longer to
develop than do property losses,
Berkshire can use that float to

make investments and generate in-
come.

"Our insurance companies, over
the last couple of years, have been
holding roughly $1.5 billion" in

Continued on next page
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Berkshire

Continued from previous page
float. "In essence, you can look at
their annual underwriting loss as
the cost of holding that money," he
said.

This represents "a very unusual
amount of float as compared to"
their current premium volume, Mr.
Buffett said.

"We like 'float' business and we

do seek it out, not that there isn't a
cost attached to it," Mr. Buffett

said. He observed, for example,
that "you can lose your shirt on
medical malpractice" insurance if
it generates enough claims over a
long period of time.

He noted that Berkshire is also

holding roughly $300 million in
loss reserves from its former rein-

surance arrangement with Fire-
man's Fund.

Berkshire would be interested in

entering into other quota-share re-
insurance arrangement, similar to
the one it had with Fireman's

Fund, with the right insurers. For
example, he said that Berkshire
would love to write a quota-share
treaty for GEICO Corp; of which
Berkshire holds nearly 6.9 million
-or 4396-ofthe shares.

GEICO writes a full range of
personal lines coverages, primarily
for preferred risks.

However, "that isn't going to
happen, or it's not likely to hap-
pen, because there's a lot of capital
now" on the market, Mr. Buffett
said.

"A quota-share opportunity is
more likely to come along when,
generally, there is fear in the in-
dustry. We'll be more likely to do it
then, as we did the last time" in-
surers were faced with substantial

underwriting losses and capacity
was shrinking, he predicted.

Mr Buffett was quite satisfied
with the treaty reinsurance ar-
rangement. He noted in the report,
however, that "there was some

good luck in the selection, years
ago, of a termination date for the

Fireman's Fund contract. The date,

Aug. 31, 1989, happened to be just
before the occurrence of both Hur-

ricane Hugo and the San Francisco
earthquake."

When questioned about con-
sumer revolts against the high
price of auto insurance, both in
California-with Proposition
103-and in other states, Mr.
Munger, referring to the insurance
industry in general, observed that
such movements have dimmed "the

prospects of writing (personal
lines) insurance in states that have
this sort of consumer rebellion."

But, Mr. Buffett predicted that
there will still be markets for per-
sonal lines business in those states.

And, he also noted that GEICO, for
example, "could benefit" from the
unwillingness of some insurers to
write personal lines business in
those states.

"GEICO is a low-cost operator"
and, as such, has "some advan-
tages" over other personal lines in-
surers, he noted. I
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Washington

Bill would allow 401(k)s
for tax-exempt groups

By ADRIENNE C. LOCKE

WASHINGTON-Tax-exempt
organizations would once again be
able to form 401(k) plans under a
bill recently introduced in the
House of Representatives.

H.R. 4287-co-sponsored by
Reps. Sander Levin, D-Mich.; Dan
Archer, R-Texas; and Bill Frenzel,
R-Minn.-would restore the ability
of tax-exempt organizations to es-
tablish new 401(k) plans. The Tax
Reform Act of 1986 prohibited tax-
exempt groups from setting up new
401(k) plans, but existing plans
were allowed to continue (BI, Aug.

very convenient. And with no claim forms, no
deductibles, no confusing procedures we're very
easy to use

We're convenient for you,·too. We do all the ad-
ministration, with no hassles to your benefits depart-
ment. Hyatt Legal Plans can be custom-tailored for
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by voluntary deduction.

So discover why more companies choose Hyatt
Legal Plans than any other legal benefit available

You'll be in good company laying down the law
for your employees with a Hyatt Legal Plan. Call or
write today for more information. Jim Snydex Hyatt
Legal Services, 1215 Superior Avenue, Cleveland,
Ohio 44114, 1-216-694-4400.

HYATT LEGAL PLANS

25,1986).

"The revenue consequences of
the proposal is relatively small,"
Rep. Levin said when introducing
the bill. However, he conceded that

"in this time of continuing deficits,
offsetting revenue sources will
have to be found."

The bill, which is pending before
the House Ways and Means Com-
mittee, may be included in the
committee's budget reconciliation
package later this year, a spokes-
man for Rep. Levin said.

Meanwhile, a new group formed
late last month to lobby for pas-
sage of such legislation.

The Washington, D.C.-based 401(k)
Coalition, which has 30 non-profit
organizations as members, says the
Bush administration has signaled it
favors extension of 401(k) plans to
the non-profit sector.

Vaccination required
Employers must provide free

hepatitis B vaccinations to all
health care industry workers who
are at substantial risk of exposure
to the virus, the Labor Department
said.

The requirement is one of several
contained in the Occupational
Safety and Health Administra-
tion's revised directive health care

facility inspections.
Previously, vaccination was one

of several ways OSHA recom-
mended an employer could protect
workers from the hepatitis B virus.

Among those at risk of infection,
according to the agency, are: phys-
icians, pathologists; dentists and
dental technicians; emergency
room, intensive care and operating
room nurses and technicians; and
laboratory and blood bank techni-
cians.

Other health care workers who

may be exposed to the hepatitis B
virus include: housekeeping per-
sonnel; laundry workers; orderlies;
morticians; research laboratory
workers; paramedics; and medical
examiners, the directive says.

Any workers exposed to body
fluids are considered to be at sub-

stantial risk, the directive warns.
Single copies of the revised en-

forcement procedures are available
from the Labor Department. Send
a self-addressed, stamped envelope
to OSHA Publications, Room N-
3103, 200 Constitution Ave. N.W.,
Washington, D.C. 20210; or contact
local or regional OSHA offices.

New OSHRC chief
Edwin G. Foulke is the new

chairman of the Occupational
Safety and Health Review Com-
mission in Washington, D.C.

He was sworn in following his
confirmation by the Senate Labor
and Resources Committee. He was

nominated by President Bush in
Sept. 1989 to fill the vacancy left
by Ross Buckley, whose six-year
term expired in April 1989.

Mr. Foulke is a lawyer with ex-
perience in labor relations, em-
ployment, and occupational safety
and health law.

He previously was a partner at
Constangy, Brooks & Smith, a Co-
lumbia, S.C., law firm.

The Senate Labor and Resources

Committee is expected to fill the
two remaining posts on the three-
member commission during its
May executive session, a committee
spokeswoman said.

The OSHRC-an independent
federal agency-rules on job safety
and health disputes resulting from
workplace inspections and penal-
ties for safety violations proposed
by OSHA. .
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Weavers slip "What's been produced iS a would be paid on average in 49
range of numbers of the sort that is years, according to the accounts

Continued from page l as near as we are going to get" to Tillinghast may now recommend British fund may coverin the London press that the six meet the aggregate liabilities of the that the discounted reserves of
LUI insurers faced a 1 billion LUI companies and Walbrook in Walbrook and its two subsidiaries
pound ($1 64 billion) reserve defi- particular, according to David be increased 73% to around 400
cit Mr Wilson labeled the reports Palmer, chairman of the BIIBA "It mi 1110 n pounds as of year-end Weavers policyholders
erroneous is the total amount guesstimated" 1989

Following those reports, Mr to meet future claims The increase in reserves reflects LONDON-Professional liability insurance policyholders of H S
Wilson said last week that the six The final Tillinghast report will business written by Walbrook last Weavers (Underwriting) Agencies Ltd might be entitled to reco-
LUI insurers likely had a reserve be presented to the LUI and Wal- year and does not represent a sub- veries under a British guaranty fund if some of the former insurers
deficiency of between 75 million to brook board but will only be made stantial deterioration in prior on the Weavers line slip are declared insolvent
100 million pounds public if the board agrees years' business, Bustness Insurance The Policyholder Protection Act of 1976, which has never been

Sources told Business Insurance However, LUI will have to pub- learned tested in U K courts, says that if an insurer approved by the British
that total undiscounted outstand- lish its 1989 annual report to its Tillinghast also may recommend Department of Trade and Industry becomes insolvent, individual
ing claims and reserves for in- shareholders at some point, though that the reserves of all LUI insur- policyholders would receive 90% of all claims not paid by the insol-
curred-but-not-reported losses- the release of the report already ance subsidiaries be increased by vent insurer

rather than the reserve deficit-of has been delayed by the problems 65% to around 800 million pounds The payments would be funded through a 1% levy on premiums
Walbrook and the six LUI subsi- with the six LUI insurers Meanwhile, discussions are con- written by British insurers related to the class of business that the
dianes may reach 1 billion pounds LUI, which suspended trading tinuing among brokers and in- insolvent insurer underwrote

Mr Wilson said he could not give when Walbrook stopped under- terested parties to "produce an or- The act is designed to protect the British public if an insurer be-
a total loss figure at the moment writing, must submit its financial derly runoff" of the Weavers comes insolvent and specifically excludes "bodies corporate," so

He said his estimate was based statement to the British Depart- participants, Mr Palmer said ma]or U S corporate policyholders would not be entitled to reco-
on preliminary figures given to ment of Trade and Industry by July But, "whether it can be achieved, veries under the act

LUI by Tillinghast, a division of unless an extension is allowed we will have to wait and see," he But brokers and others who are interested in the orderly runoff of
Towers, Perrin, Forster & Crosby Last year, Tillinghast endorsed said the Weavers line slip say that individuals who are members of part-
Inc, which is preparing the actuar- Walbrook's loss reserves as of Marsh & McLennan Cos Inc and nerships could be entitled to recover under the act That would
ial report on the LUI insurance year-end 1988 Walbrook and ltS Sedgwick Group PLC are leading include many of the accountants and lawyers that purchased pro-
subsidiaries The 75 million to 100 subsidiaries reported year-end discussions to assist in an orderly fessional liability coverage from the Weavers line slip, individual
million pound estimate "is a ball- 1988 loss reserves of 231 million runoff of the Weavers participants executives whose directors and officers liability insurance was
park figure based on the informa- pounds ($418 1 million at applica- "We are trying to see if we can placed with the slip, or doctors who purchased medical malprac-
tion we have to date," he said ble exchange rates), a 57% increase do something to be the facilitators tice insurance from Weavers

"We don't have the final Til- from 147 million pounds ($276 mil- (of an orderly runoff) rather than That is "a big chunk" of Weavers business, a London source said
linghast numbers yet, but I don't hon) at year-end 1987 (BI, May 22, for the companies to face liquida- "There is an extremely good chance that if" insurers that parti-
think the numbers will change a 1989, May 8,1989) tion," Sedgwick Chairman David cipated on the Weavers slip "failed, there would be claims under the
great deal," he said Walbrook's subsidiaries are Des- Rowland said last week Policyholder Protection Act which would be administered by the

Estimates similar to Mr Wilson's ert Insurance Co Ltd of Bermuda Discussions have taken place be- Policyholder Protection Board and paid by the British insurance
have been circulated in the London and El Paso Insurance Co Ltd tween the brokers and cedant rein- market," the source said
market since the problems at the However, last year's Tillinghast surers, and the Association of Brit- That would help protect the reputation of the British insurance
six LUI Insurance companies came report did not assess the adequacy ish Insurers, Mr Rowland said market, the source added
to light late in March, but neither of the loss reserves of four other 'Discussions will continue for a -By Stacy Shapiro
Mr Wilson nor Tillinghast would insurers owned by LUI Kingscroft number of weeks, and it will take a
comment on them publicly Insurance Co Ltd (formerly Kraft couple of months before anything

For example, "figures of that re- Insurance Co Ltd ), Lime Street can be put together," Mr Wilson policy form currently used by X L The hearings could be held as
gion" were specifically mentioned Insurance Co Ltd (formerly said Insurance Co Ltd early as June, he said
to about 30 brokers and interested Louisville Insurance Co Ltd ) and Meanwhile, in other develop- Lloyd's of London underwriter • The two LUI syndicates on the
parties at an April 18 meeting to Mutual Reinsurance Co Ltd, all of ments Stephen Merrett has agreed to Illinois Insurance Exchange will be
discuss how to keep the runoff of which were bought by LUI in 1988, • Brokers in the London market write 20% of the slip purchased by their underwriter,
the Weavers business alive, Mr and London United Reinsurance led by C T Bowring & Co Ltd are • The Subcommittee on Over- Richard Foss and five other inves-
Wilson confirmed, though he was Co (Bermuda) Ltd tring to put togethet aUS ca- sight and Investigations of the tors
not at the meeting LUI reported that loss reserves sualty line slip to replace the House Energy and Commerce The investors are led by 3eitrey

"This range is not out of line," he for all of its insurers totaled 485 9 Weavers slip Committee, chaired by Rep John Beresford-Wood, owner of the
said, adding that the brokers have million pounds ($879 5 million) as The slip, if completed, would Dingell, D-Mich, will hold hear- Classic Syndicate on the IIE
been very helpful in coming up of year-end 1988 The reserves provide $20 million in limits excess ings to investigate Weavers' prob- The sale, which is expected to
with financial information needed were discounted, based on a 75% of $5 million for U S casualty lems, said John B Chesson, the close next week, lS sub]ect to regu-
foi the rescue effort interest rate and assuming claims risks Underwriters would use the subcommittee's counsel latory approvals

Case management savings
Cont:nued from page 2 General Mills Restaurants, Kaw- cies, high-risk pregnancies, prema- But, case management goes beyond identify those cases most appropriate
and is expected to live another two neer, Dow Corning and Cooper In- ture births, organ transplants and arranging immediate medical needs for case management in addition to
years in the nursing home dustries are among the employers diseases of the digestive, respiratory for a patient providing case management services,

Dow Corning, which implemented identified by the National Assn of and musculoskeletal systems For example, Dow Corning, said Messrs Muzzy and Rehm
its case management program m July Manufacturers as employers that "Eventually all employers with an through its case management pro- Each year, Dow Coming has be-
1985, has saved $150,000 to $175,000 have been able to control health care eye toward cost control will have gram, was able to help an employee tween 20 and 40 catastrophic cases,
per year, said Larry Muzzy, manager costs through ease management some form of case management ser- that could not afford a wheelchair Mr Muzzy said
of benefits administration Other employers are fighting ns- vices incorporated in their plans," purchase one at half the normal Kawneer has approximately 15

The chemical company, spends ing health care costs by analyzing predicted Ken Sperlmg, a Hewitt As- price, Mr Muzzy said catastrophic cases per year, Mr
$10 5 million on health care for its claims data (BI, April 30), adopt- sociates consultant in Rowayton, Ms Woolfrey of Cooper Industnes Rehm said
3,500 covered employees, he said ing comprehensive health manage- Conn says an important aspect of her com- General Mills Restaurants has an

Metropolitan Life Insurance Co ment programs (BI, April 16), work- "Employers have extracted what pany's case management program m- in-house staff of four registered
underwrites the benefit plan mg with labor unions (BI, Apnl 2), they can from pre-certification re- volves treatment for permanently nurses who conduct pre-certification

• Houston-based Cooper Indus- and operating in-house medical view," Mr Sperling said "The big disabled children review and case management
tries saved thousands of dollars when clinics (BI, March 5) dollar savings m the future will come "Many employees don't want their "We talk to 95% of all employees
it arranged home health care for a Even small employers have deve- from case management " children m a hospital for the rest of that go into the hospital," said Mr
child who had been hospitalized with loped special health care cost man- Among employers that have im- their life," she said Through case Reiker
a severe respiratory dysfunction The agement strategies (BI, March 19) plemented case management pro- management, the company is able to Each year General Mills Restau-
company paid for a filtration system Although catastrophic cases make grams, 70% reported the programs arrange home health care for many of rants manages about 2,000 cases
to be installed in the child's home up only about 20% of all health care helped generate savmgs, the Hewitt these children, Ms Woolfrey said But, even with a pre-certification

Case management helped save claims, those cases are responsible for survey found Mr Reiker of General Mills Res- review program, identifymg all of the
Cooper Industries a total of $700,000 80% of all costs, according to Jacque- The average savings for an em- taurants recalled a case in which an potential cases for case management
m the last half of 1989, according to line Mazoway, product manager of ployer that implements a case man- employee was m a total body cast for can be difficult, said Cooper Indus-
Nathalie Woolfrey, assistant direc- medical case management for Intra- agement program is 2% of total medi- eight weeks While hospital care was tries' Ms Woolfrey Aetna handles
tor-group msurance corp in Berwyn, Pa, the case man- cal costs, according to the survey not necessary, the doctor would not both the pre-certification review and

The diversified manufacturer, agement division of CIGNA Corp However, consultants say that po- release the employee because it was case management for Cooper Indus-
which has used case management on In a typical medical case manage- tential savmgs from a case manage- summer and the employee's house tries
and off since 1984, spends $99 mil- ment program, a registered nurse acts ment program can be even greater was not air-conditioned In the third and fourth quarter of
lion annually on health care for its as a case coordinator and liaison be- Peter LeBrun, managing consul- General Mills Restaurants inter- 1989, Cooper Industries had 38 cases
37,000 active employees and 12,500 tween the employer, patient, family, tant of benefit consultant A Foster vened and saved $20,000 in hospi- under case management, according to
retirees, Ms Woolfrey said primary physician and medical faci- Higgins & Co Inc m Chicago, esti- tal costs by installing air-condition- Ms Woolfrey

These figures do not Include re- lities to mated that case management can ing in the employee's home, Mr Another important Ingredient for
cent acquisitions by Cooper, which • Ensure that the patient receives save an employer an average of 3 5% Reiker said successful case management is hav-
will increase the workforce by 20,000 quality, cost-effective health care of its total health care costs Every employer can turn to case mg a benefit plan flexible enough to
employees, she noted • See that the patient and family "Case management savings repre- management to control health care accommodate a case manager's rec-

The company's health care plan is are Informed about all of their op- sent true dollar savmgs," Mr Sperl- costs, but case management is most ommendations, say companies that
underwritten by Aetna tions and receive support through- ing said "Fewer dollars are going successful when an employer also has use case management

And, in addition to the savings out the illness into the heath care system " a pre-certification review program m "To the extent the case manager's
mentioned above, General Mills Res- • Promote the appropriate use of And, the big advantage of case place, according to consultants recommendation is not covered by
taurants Inc has documented cost health care resources management is that "there is no Cost Through a pre-certification review our benefit plan, we would try to ac-
savings of $750,000 Since it imple- Medical case management usually shifting" to employees, he said program, the employer is best able to commodate the situation," said Mr
mented its case management pro- involves four ma]or phases early In addition to savmg money, case identify those cases needing case Muzzy of Dow Cornmg
gram in January 1985, said Director identification, assessment, coordina- management can ensure that employ- management, they say On a case-by-case basis, Dow
of Benefits John Reiker tion and ongoing evaluation, Ms Ma- ees and their dependants receive the According to the Hewitt survey, Corning extends plan benefits to

The Orlando, Fla -based restaurant zoway explamed most appropriate care, said JoAnn 62% of employers with case man- cover the form of alternative treat-
division of General Mills Inc covers Conditions that are frequently Fritsch, a consultant with The Wyatt agement programs use pre-certifica- ment recommended by the case man-
19,340 employees that work at 700 identified as potential medical case Co In Washmgton, D C tion review to identify which cases ager, he explained
Red Lobster and Olive Garden res- management cases include cancer, "These cases are very comph- will be managed For example, Dow Cornmg might
taurants nationwide Each year the malor trauma, psychiatric disorders, cated," Ms Fritsch said "The case For example, at both Dow Corn- extend the limits of psychiatnc care
company spends $40 million on substance abuse, heart disease, neu- manager coordinates between spe- ing and Kawneer, Intl'acorp pre-cer- coverage to accommodate an em-
health care rological disorders, immune deficien- cialists and looks at the whole body " tiftes all employee hospitalizations to Contmued on nezt page
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Case management Workers usually have the option tions and has found that 95% of the Update
to have their cases managed, and employees favored the program, he

Continued from previous page most employers achieve a very high said
ployee's needs, he said participation rate, according to com- "We have had phenomenal success Maine rules cleanup uninsured"We are a family-oriented com- panies from an employee relations stand-
pany," Mr Muzzy said "To the ex- "Our plan has been reviewed very point," he said Contznued from page 2
tent we can help our employees, we favorably by our employees " said He noted that the company invests "This is an unfortunate decision that is not in line with the trend
will bend the rules " Mr Muzzy of Dow Commg $100,000 annually on educational in most jurisdictions," said Lido attorney Lynn Dondis of Skelton,

Similarly, Cooper Industries ex- A whopping 99% of employees or materials explaining the case man- Taintor & Abbott in Auburn, Mame

tends ltS benefit plan to cover the dependents with medical conditions agement program to employees un- This case will influence numerous other state supreme courts poised
recommendations of the ease man- that Dow Corning has identified for dergoing case management to review this issue, predicted Fredenck Ansell, of Wiley, Rein & Field-
ager on a case by case basis, Ms management have agreed to case Each tune an employee is identi- ing in Washington, DC, who filed an amicus curiae brief in the case
Woolfrey said management, he said fied as having a medical problem Attorneys for Fireman's Fund could not be reached for comment

For example, the company has paid Individual employees who have appropriate for case management,
for residential day treatment pro- experienced case management like the company creates a personalized Champion officers lose suitgrams for employees suffering from lt," reported Ms Woolfrey of Coo- pamphlet explaining the medical
mental disorders, she said Normally, per Industnes procedures the employee is facing MONTGOMERY, Ala -A federal ]udge has ordered former offi-
residential day treatment is not a co- "It is a win-win situation Since and his options cers of the defunct Champion Insurance Co to pay $1155 million m
vered benefit under Cooper Indus- our employees pay a portion of their "This is a very high-touch as well damages related to state guaranty fund losses caused by Champion's
tries' insured benefit plan health care costs, they save and we as high-tech program," Mr Reiker collapse

Because General Mills Restaurants save, ' she said said U S District Judge Robert Varner last week awarded the dam-
conducts its case management pro- "Most employees feel it iS nice to "Half the battle lS making the em- ages in a racketeering lawsuit brought by the state against John
gram m-house, it is readily able to have a third party to talk to," said ployee feel cared for " Eicher and other Eicher family members who were officers of Baton
adapt the benefit program to the rec- Mr Rehm of Kawneer He es:imated Through its case management pro- Rouge, La -based Champion
ommendations of the case manager, that more than 80% of the Kawneer gram, Geneial Mills Restaurants was The award represents a tripling of the $385 million in guaranty
said Mr Reiker employees with serious medical con- able to identify that pre-term births fund losses caused by the demise of the state's fourth-largest auto

"An in-house program allows us ditions have agreed to participate in and low birthweight babies were a insurer

greater flexibility in determining the case management program particular health care problem for Judge Varner entered a default Judgment agamst the Eichers last
treatment and makes it easier for At General Mills Restaurants, 98% the company As a result, the com- month after they failed to respond to the complaint charging viola-
us to adjust our (benefit) program," of employees with serious medical pany is developing a 15-minute video tions of the Racketeer Influenced and Corrupt Organizations act
he said conditions have agreed to case man- in conjunction with the March of Mr Eicher and six family members are also charged with theft

Employers generally experience agement, Mr Reiker said Dimes and TPF&C, a division of related to their operation of Champion after being indicted by a
very favorable Iesponses from their The company also randomly sur- Towers, Perrin, Forster & Crosby Montgomery County grand lury in March
employees after implementing case veys one-third of its employees who Inc, on the importance of pre-natal Champion was ordered hquidated in Louisiana in June 1989 (BI,
management have had managed medical condi- care, Mr Reiker noted . June 12, 1989)

Aetna lawsuit Risk manager convicted in theft
Continued from page 2 that market because it must pay what spokesman said Aetna writes $560 NEW YORK-A former Citibank risk management officer has been

auto Insurers as well as commei- amounts to extortion or lose all ltS million a year in gross premiums for convicted of four felonies for allegedly embezzling $25 million worth of
cial property/casualty insurers licenses to do any other insurance all property/casualty lines, excluding securities from the banking giant

Mario Rios Pinochet was convicted by a federal jury last week ofIn its suit, Aetna seeks to prevent business," MI Martin said group health, in Massachusetts, he
the insurance commissioner from re- Mr Gailey said he believes the said taking five $5 million bearer securities from a Citibank vault on
quiring an eight-year assessment to coui t will uphold the constitution- In 1987, Massachusetts allowed Jan 25 and delivering them to a PaineWebber office in Stamford,
withdraw from the private passenger ality of the state laws "The law gives Fireman's Fund Insurance Corp - Conn, claiming he had received them from three owners in Spain
auto market and from revoking its 11- the insurance commissioner :he abil- now known as Fund American Cos and Brazil

censes to write other business ity to prevent market disruptions I Inc -to make a one-time payment of He instructed PameWebber to sell the securities and wire the pro-
Aetna charges that the two laws am eonfident that that authority will $45 million to the state's assigned ceeds to a Bermuda bank account, prosecutors said

unconstitutionally restrict its free- be upheld," he said risk pool and withdiaw entirely from Mr Pinochet, who will appeal the verdict, iS scheduled to be sen-
dom to move capital between states States "tave to have the ability the state's insurance market (BI, Nov tenced July 19 He faces up to 50 years m prison and $175 million in
and that requiring the assessments to prevent unreasonable disruptions 23,1987) fines

amounts to taking property without in the marketplace," he said Fund American re-entered the
due process If Aetna considers pnvate passen- state in September 1988 by purchas- CIGNA alters benefit operationsThe company wants to withdraw ger auto rates inadequate, the com- ing Lisle, Ill -based Warner Insur-

HARTFORD, Conn -CIGNA Corp is restructuring its employeefrom the state auto market, but con- pany could challenge those rates ln ance Co , which is licensed in Massa-
tinue wntlng other lines in the state state court, Mr Gailey said chusetts but does not write auto benefits operations in the wake of its acquisition of EQUICOR ear-
Aetna is currently licensed to wnte He also noted that Massachusetts is insurance her this year

During the next two months CIGNA plans togeneral liability, workers compensa- iefcrming its residual auto market to The Insurance department lS chal-
tion, commercial pioperty, accident, cut the number of poheyholders and lenging tne Warner acquisition, • Divide national benefits operations Into three regional operat-
health, marine, fidelity and surety, lower insurer assessments to the as- claiming it violates the 1987 settle- ing groups-Eastern, Central and Western-which will be respon-
fire, theft, personal property and h- signed risk pool By the time Aetna's ment sible for sales, underwriting and health care services

• Form a National Accounts unit to underwnte and service its largestomeowner's insurance m Massachu- laU suit is resolved, "the economics of Fund American can write prop-
setts, the lawsuit notes a decision to stay or leave will have erty/casualty insurance in the state customers

"The current auto insurance sys- changed dramatically." the commis- pending a state Superior Court ruling • Fonn a Health Management Services umt to develop health care
tem in Massachusetts operates to the sioner said on whether the acquisition violates pollcy The unit also will manage Intracorp, a rehabihtation and medi-
detriment of consumers and insur- In 1988, approximately 64% of all the 1987 settlement, the Massachu- cal cost control unit, Corporate Healthcare Management, a similar unit

of EQUICOR, MCC Cos Inc, a managed mental health and substanceance companies alike," said John J private passenger auto policies were setts Supreme Court ruled earlier this
Martin, president of Aetna's personal insured through the state risk pool- year (BI, Jan 15) abuse unit, and CIGNA Dental Health
fmancial security division Commonwealth Automobile Rein- CIGNA says the changes are intended to make ltS vast benefit

"The Insurance commissioner sets surers Aetna paid about $40 mllion The Aetna Casualty & Surety Co vs operations more responsive to customers

the prices so price competition is -or 7759-of the state pool's $534 Tzmothy E Gazley, Comm;ssioner of Presidents of the groups are Stephen H Matheson, Eastern, James P
non-existent Worse still, an msurer million assessment to insurers in Insurance of the Commonwealth Of Murphy, Central, and David G Devereaux, Western
that decides to leave the pnvate pas- 1988, the suit says Massachusetts and Commonwealth

senger auto insurance market m light Aetna writes $250 million annually Automobile Reinsurers, U S Distnet Briefly notedof such conditions confronts a mas- m gross pnvate passenger auto msur- Court for the DIstnct of Massachu-
sive huI·dle to any orderly exit from anee premiums m Massachusetts, the Betts, No 90-1051MC California antitrust law guidelines for the insurance industry

will prohibit Insurers m the state from sharing prospective loss cost
information to determine rates and also suggest that two or more unre-Insider trading lated insurers using standard policy forms or certain exclusionary
language may be Molatmg state antitrust law Draft guidehnes were
issued last July (BI, July 31) Texas Employers Insurance Assn.,AmBase Corp David Barran, director, dis- Continental Corp John F McGillicuddy, shares
the state's second-largest workers compensation insurer, has beenposed of by gift 1,900 shares of common stock at director, purchased 1,000 shares of common stock M&M stock was tradmg at $6775 per share on

an unreported price per share on Feb 7 Mr at $28 75 per share on Feb 16, and now directly Appl 27 placed into conservatorship by the State Board of Insurance As of
Barran also indirectly acquired by gift 1,900 holds 5,000 shares March 31, TEIA reported assets of $307 3 million and liabilities ofshares of common slock at an unreported prlce John P Mascotte, chairman, disposed of by NAC Re Corp Donald Kramer, chatrman, sold $297 9 milhon, not including $57 6 milhon in assessments payable to theper share that same day, and now directly and gift 1,698 shares of common stock at an unre- 100,000 shares of common stock at $35 00 per
indirectly holds 1,900 share pored price per share from Dec 29, 1989, to share on Feb 15, and now directly and mdirectly Texas Workers Compensation Assigned Risk Pool over the next three

AmBase stock was trading at $688 per share March 17, and now directly and mectly holds holds 376,938 shares years Random drug testing of prlvate transportation employees in
on Apnl 27 14,·66 shares NAC Re stock was trading at $3250 per share safety- and security-related Jobs will continue after the U S SupremeContinental stock was trading at $28 25 per on Apn127

American International Group Inc share on Apnl 27 Court last week let stand aUS appeals court rullng upholding the
Transportation Department testing program (BI, Dec 25,1989) Re-Houghton Freeman, director, disposed of by gift Ohlo Casualty Corp Vaden Fitton, director,

100 shares of common stock at an unreported Fund American Cos John J Byrne, chair- indirectly acquired by gift 800 shares of com- hance Group Holdings Inc said it completed the sale of its General
price per share on Jan 24, and now directly and man, purchased 60,000 shares of common stock mon stock a an unreported pnce per share on Casualty Cos. subsidiary to Winterthur Swiss Insurance Co for $630indirectly holds 3,1 18,757 shares at $3113 per share on Feb 21, and now directly Jan 23, and now directly and indirectly holds

AIG stock was trading at $89 38 per share on holds 100,000 shares 171,592 shares milhon m cash, giving Reliance a pretax gam of about $380 mlilion m
Apn127 Fund American stock was trading at $30 25 Ohio Casualty stock was trading at $4025 per the second quarter (BI, March 19) After announcing it had fended

per share on Apnl 27 share on Aprl 27 off Torchmark Corp 's takeover bid, American General Corp lastBelvedere Corp Robert M Huggins, presi-
week put itself up for sale Company officials say it will bring atdent, purchased 3,000 shares of common stock at Arthur J Gallagher & Co Richard W The St Paul Cos Inc James F Duffy, vp,
least $700 milhon more than Torehmark's $63 bilhon offer Amen-between $5 00 and $5 25 per share from March 1 Kieffer, shareholder, exercised an option for exercised ar option for 930 shares of common

to March 5, and now directly holds 6,200 shares 14,150 shares of common stock between $4 97 stock at $2831 per share on Feb 26, and now can General stock was selhng for $4775 late last week National
Belvedere stock was trading at $413 per share and $19 50 per share on Feb 19, and now directly directly and Indirectly holds 8,100 shares health care expenditures rose 10 4% to $539 9 bilhon m 1988, theon Apnt 27 holds 24,212 shares St Paul stock was trading at $5625 per share

Gallagher stock was trading at $2 - 50 per share on Apnl 27 last year for which figures are available, reports the Department of
Chubb Corp Philip J Sempier, vp, sold 700 on Apnl 27 Health and Human Services Baltimore City Circuit Court Judge

shares of common stock at $94 00 per share on USF&G Corp Paul W Schlough, vp, exer- Marshall A Levin has consohdated approximately 5,000 asbestos cases,Feb 6, and no longer holds any shares in the General Re Corp Jerry S Wilbourn, vp, sold cised an option for 1,534 shares of cornmon stock creatmg the largest asbestos personal injury case in history, attor-company 6,000 shares of common stock at $8555 per share at $21 19 per share on Feb 20, and now dimetly
Chubb stock was trading at $8563 per share on Feb 26, and now directly and indirectly holds holds 5,804 shares neys say Lincoln National Corp said it completed the sale of Na-

on Apnl 27 7,644 shares USF&G stock was trading at $2775 per share tional Reinsurance Co. to Robert M Bass Group Inc and affiliate
General Re stock was trading at $77 13 per on Apnl 27 Acadia Partners in a transaction valned at $390 6 million (BI, Sept 4,Corroon & Black Corp Robert F Corroon, share on April 27

1989) Truckers can continue to automatically limit their hability fordirector, sold 4,181 shares of Lommon stock at
Ins,der Trading, prepared by Invest/Net Group

an unreported price per share on Feb 28, and Marsh & McLennan Cos Inc Richard E of Miam: from reports f:led with the Secunties cargo lost or damaged in transit after the U S Supreme Court last
now directly and indirectly holds 146,295 shares Heckert, director, indirectly sold 20,000 shares and Exchange Commtsszon, tracks stock sales week let stand an Interstate Commerce Commission rulingCorroon & Black stock was trading at $28 88 of common stock at $86 90 per share on Nov 13, and purchases by insurance Industry director
per share on Apnl 27 1989, and now directly and mdirectly holds 500 and officers
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Malpractice data bank Human Services in Rockville, Md, that will days to relay that information to the data
administer the data bank-has "informally" bank Bi Insurance Index

Contznued from page 2 taken the position "that nothing precludes Some voluntary surrenders of privileges, 580
organization, medical societies or state 11- an insurer from requiring practitioners to such as when a physician resigns while under
censing boards obtain copies of the data bank reports on investigation by a health care facility or 11-

In addition, the data bank will report any themselves as part of the routine under- censing board, also must be reported within
information it receives about disciplinary writing process " 15 days 570 ,
actions against other health care piofes- "There's nothing to prohibit that," con- In addition, failing to report a medical
sionals firmed John Rodak Jr , data bank project of- malpractice payment-or any violation of the

Hpwever, health care facilities and state ficer with the HRSA act's confidentiality requirements-can re-
boards regulating those professionals cur- However, an insurer requiring a health sult in fines of up to $10,000 for each in- 560 =6-U_s-$4 - ------ 1' , 0,
lently are not required to report disciplinary care professional to obtain reports on them- cident
actions against those professionals /

selves may violate the spirit of the law's con- Hospitals are required to query the data .

Health care professionals can challenge re- fidentiality requirements, said Donna bank when extending or renewing medical
ports they think are inaccurate Fraiche, an attorney with Brook, Morial, privileges to physicians and other licensed 1-,1_____j! L

The creation of the data bank was author- Cassibry, Fraiche & Pizza in New Orleans health care professionals
111 1

ized by Congress under the Health Care and president of the National Health Law- They also are required to obtain updated 'Fi 4,/1,1Quality Improvement Act of 1986 The act yers Assn information from the data base every two ' 540 4.. &i,1.,DfiES, 481#id,- rs,4#I,
states there is "a national need to restrict the The act creating the data bank generally years thereafter as long as the health careability of incompetent physicians to move restricts use of the information to hospitals professional remains on staff, according to ,¢ g c  ;4  t 4
from state to state without disclosure or dis- and other health care entities facilities, state statements by the HRSA
covery of the physician's previous damaging licensing boards and practitioners If a plaintiff attorney can prove that a Base = 100 on Dec 29.1978
01 incompetent performance " To encourage candid reporting, the act health care facility did not query the data 565?66-Nordby International Inc.

"Theoretically, it should help hospitals re- grants health care entities and their officials base as required, the attorney can access spe-
cific data bank information about the health Insurance industry stocks shot up last week, as
care professional involved in the claim the Business insurance Index rose 14.7 points

For hospitals and clinics, the new data bank may be'a , Employers that contract with health main- to 555.1 on May 4, from 540.4 on April 27. Ad-
tenance organizations or preferred provider vancing issues were led by United Medical

double-edged sword,' contends Bernard A. Salwen, a risk organizations also could face expanded lia_ Corp., up 23.8%; RLI Insurance Corp., up 22.5%;
management consultant. Information from the program will help bility, a consultant says and American General Corp., up 200%. Declin-

Employers "should make sure that hospi- Ing issues followed Pac,ficare Health Systems,
them weed out incompetent health care professionals, but they tals and other providers that deal directly down 8.3%; Hilb, Rogal & Hamilton Co., down

could be fined if they don't meet reporting requirements. with physicians have verified the credentials 5.4%, and Provident Life Insurance Co., down

of physicians," said Dr Leon J Warshaw, 4.996. The most active issue during the week
executive director of the New York Business was Sears, Roebuck & Co. (Allstate), 5.7 mill,on
Group on Health, an organization concerned shares traded. The 81 Index gained 2.7% for

duce (malpractice) claims and losses" by immunity fiom civil suits by health care pro- with health care policy period; the Standard & Poor's 500 was up 2.8%;
helping them weed out incompetent health fessional as long as their reports to the data If employers do not verify that credentials the New York Stock Exchange Composite grew
care professionals, said Bernaid A Salwen, a bank are not knowingly inaccurate and the have been checked, they could be found h. 2.6%; and the Dow Jones 30 Industrials were up
plincipal with S B Ackerman Associates, a entities follow the act's guidelines on peer able, he warned 2.5%.

lisk management consulting firm in New review Sources acknowledge that it will be some
York But, the data bank may be "a double-edged time until there is a sufficient volume of in-

"It's astonishing how much physicians will sword" for health care facilities, Mr Salwen formation in the data bank British Issues
not disclose of then past histories," he said of Ackerman contends Nevertheless, hospitals should take steps 1 Week

"Hopefully, the operation of the data bank While the information can help them weed now so they are ready to meet the data May 3 Price P/E Div Yield High-ow

will help hospitals leduce then malpiactice out incompetent health care professionals, bank's reporting and queiy requirements as Companies pence pence % pencepence
costs by reducing claims and losses," said a health care entities face fines if they do not soon as the data bank becomes operational, Comml Union 453 209 287 63 455-443

staff membei of the American Hospital Assn meet reporting requirements or seek data said Ms Fraiche of the National Health Law- Genl Accident 1008 154 667 66 1013-1000

Access to data bank information on an in- bank reports in extending and renewing yers Assn Gdn Royal Exch 218 191 153 70 218-215
Royal 432 232 340 79 432-424dividual health care practitioner is supposed privileges for physicians and dentists For example, hospitals should make sure

to be strictly limited to health care entities, Sun Alliance 293 107 167 57 301-293
Once the program is in effect-as soon as that bylaws and peer review hearing proce-

Brokersstate licensing boards and health caie pro- its inception is announced in the Federal dures meet the act's requirements, according
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Although insurance companies will pro- cal malpractice hability insurers will have 30 In addition, health care facilities should
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vide 90% of the data to the bank, they are not days after a malpractice claim is paid to re- make sure their internal reporting mecha- Uoyd Thompson 286 179 97 34 286-284

supposed to have direct access to the infor- port the health care professional involved to nisms will promptly generate the appropriate PWS Holdings 70 109 33 48 70-65
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inglon, D C report professionals involved in any disci- For example, a hospital should have a Willis Faber 265 167 160 60 274-265

However, Mr Gass noted that the Health plinary actions that "seriously affect a prac- diary on the status of disciplinary actions so Source Philip Olsen/Paul Hodges, Insurance Industry
Specialists Kitcat & Ailken Slockbrokers, iResources and Services Administration-a titioner's clinical privileges" to the state 11- potentially reportable actions are tracked, London

unit of the U S Department of Health and censing board The state board then has 15 Ms Fralche said
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Readyto sayUncle?
Frustrated by the failure to hold the line on soaring health care

costs, many business leaders are calling for some type of national
health plan. Who can blame them?

As it stands, we now spend 131% more per citizen on health care
than Japan. For every $2 of operating profits, U.S. corporations pay

close to $1 for health
benefits.

At the CIGNA

companies, we believe a
national health plan is
not the answer. But we

do agree a fundamental
change is needed. And
we've responded with
Integrated Managed
Care.

Unlike earlier cost-

contamment measures,
which were effective

but too narrow in focus,

 it targets a company's
entire medical expense.

Through a long-term
partnership with each of our clients and local providers of medical
services, it helps to both check skyrocketing medical costs and
deliver quality care. One of our clients, for example, projects a
savings of $200 million over three years.

For information write the CIGNA Companies, Dept. RC, 1600 Arch
Street, Philadelphia, PA 19103. You'll find we have many interesting
things to say. Uncle isn't one ofthem.

We getpaid for resultsl CIGNA


