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SEC levels fraud charges
against ex-Pace American CEO

WASHINGTON—The former chief execu-
tive officer of an insurance holding company
is facing civil fraud charges filed by the Secu-
rities and Exchange Commission.

The SEC last week filed suit against Don-
ald H. Pace, former CEO of Pace American
Group Inc, the publicly traded parent of
American Bonding Co., a now-defunct surety
insurer,

Mr. Pace was fired by Pace American’s
board in 1994 and was later allied with a
group of dissident shareholders who briefly

See Updates on next page
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Insurance funds flow to campaigns

By MICHAEL PRINCE

tributor, the insurance industry has followed the surge of
other business groups shifting money away from Democrats
and toward Republicans after their 1994 takeover of

Congress.
During the 1995-1996 election cycle, the insurance indus-
try was the third most generous industry, pro-

The insurance industry is going with the flow—of power,
that is—when it comes to campaign contributions.
While maintaining its position as a leading political con-
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Employers’ recovery of mistaken COBRA medical
claims payments from providers—chiefly kidney
dialysis centers—isn’t easy in practice. First, em-
ployers or their plan administrators have to request
a refund from providers and explain the claims situ-

CGL policyholders win in Oregon Court

By DAVE LENCKUS

SALEM, Ore.—An Oregon Supreme
Court ruling that the comprehensive
general liability policy’s pollution ex-
clusion does not bar coverage for un-
expected and unintended gradual pol-
lution augurs more coverage victories
for policyholders, a policyholder at-
torney says.

The Oregon court is the third staie
supreme court to rule in favor of poli-
cyholders after reviewing the full
drafting and regulatory history of the
so-called absolute pollution exclusicn
introduced in 1986, said policyholder
attorney Steven J. Dolmanisth, a part-

ner with Anderson Kill & Olick P.C. in
New York, which filed an amicus brief
in the case.

Delaware upholds owned-property

exclusion for cleanups ............... Page 48
Court applies New Jersey law to Pfizer's
out-of-state cleanups .........c.cuiueee Page 49

An insurer attorney, though, con-
tends the Oregon court sidestepped
the absolute pollution exclusion’s
drafting and regulatory history. In-
stead, it focused squarely on how to
interpret language in the pre-1986 ex-
clusion that does not bar coverage for
“sudden and accidental” pollution,

said the attorney, Edward Zampino, a
partner with Harwood Lloyd of Hack-
ensack, N.J. Harwood Lloyd also filed
an amicus brief in the case.

With the Oregon ruling, policyhold-
ers hold a 10-9 edge in state supreme
court decisions when those courts
have considered whether the exclu-
sion’s “sudden and accidental” word-
ing provides coverage for unexpected
and unintended gradual pellution, ac-
cording to Anderson Kill.

But, in New Jersey’s ruling, which
Anderson Kill calls a policyholder vic-
tory, the court ruled sudden means
abrupt—as insurers contend. The

See Oregon on page 48

ation. Then providers have to file a claim with
Medicare by April 1, and could choose to wait until
they are reimbursed before refunding money to em-
ployers.

In addition, HCFA says it lacks the authority to force
providers to reimburse employer plans for claims Medi-
care and not employer COBRA programs should have ini-
tially paid.

In the end, it may take the threat of legal action to get
providers to refund the mistaken claims payments, plan
administrators and attorneys say.

“You need a lot of persistence,” said Alan Peters, a vp
with Benefit Plan Services, who battled with a dialysis
center for about 16 months before recovering mistaken
claims payments for several clients.

See ESRD on page 46

Digital completing managed care shift

By ROBERT KAZEL

MAYNARD, Mass —Digital Equipment Corp.
in 1998 will stop offering two traditional indem-
nity plans as an option to virtually all of its
58,000 U.S. employees.

The Maynard, Mass.-based computer technol-
ogy manufacturer will instead rely on the net-
work of health maintenance organizations and
point-of-service plans that it has built over the
last several years, said Fran Bastien, the compa-
ny's U.S. health/welfare benefits manager. After
the company's fall 1997 open-enrollment period
is over, Mr. Bastien predicts only 300 of Digital’s
workers—those who have no access to a POS
plan in their area—will continue to be covered
under a self-insured indemnity plan.

Digital's movement to managed care has saved
the company about $100 million over the past
five years: $4 million in 1991, $12 million in
1992, $20 million in 1993, $28 million in 1994,
and $36 million in 1995, he said.

The self-insured company currently spends
more than $200 million a year on health insur-
ance-related costs.

“We're going to declare success,” he said.
“Our strategy worked.”

Digital’s strategy to move employees into
managed care has been complex, but to many
workers the choice has become simple as the
company has hiked the cost of indemnity cover-
age.

While employees this year are paying about
$84 monthly per family for HMO coverage and

$120 to $140 monthly for POS coverage, the rel-
atively few who remained in the indemnity plan
are paying a whopping $688 monthly if they
have a POS alternative. Indemnity plan mem-
bers who have continued to pay these fees either
are high users of the plan or “for some reason
have not understood the educational materials
we have sent out to them over the years,” Mr.
Bastien said.

A challenge for Digital in the year ahead will
be to communicate to the remaining members of
the indemnity plans who have remained there by
choice, explaining the potential advantages of
managed care and notifying them of the im-
pending unavailability of their plan, he said.

Large price increases in indemnity coverage in

See Digital on page 49
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SEC sues former Pace CEO

Continued from previous page

took over the company and ousted the board (BI, Aug. 1, 1994). Ameri-
can Bonding was ordered into rehabilitation in 1995 and Pace American
is now largely inactive.

The SEC charges that Mr. Pace failed to disclose that he received more
than $480,000 in commissions and fees on American Bonding business;
misled Pace American’s auditors on a number of issues, including the
adequacy of American Bonding’s reserves; and filed a fraudulent SEC
form after he was fired claiming that he had no plans to effect a change
in Pace American’s management.

In an interview, Mr. Pace denied the charges—some of which were
leveled in a 1994 report to Pace American’s general counsel—calling
them “fiction and fantasy.”

The SEC separately filed an administrative complaint against former
Pace American Chief Financial Officer Greg S. Kaplan, who was also
fired by the board in 1994.

Without admitting or denying charges that he approved materially
misstated financial reports, Mr. Kaplan signed a consent order agreeing
not to violate SEC rules in the future.

DuPont sanction overturned

ATLANTA—A federal appeals court, saying E.I. du Pont de Nemours
& Co. Inc. was denied its constitutional protections, has overturned a
$115 million sanction against the company arising from litigation of its
Benlate DF fungicide.

The decision by the 11th U.S. Circuit Court of Appeals overturmed the
decision of Judge Robert Elliot of the Middle District of Georgia that im-
posed the fine on the Wilmington, Del.-based chemical giant because of
the company’s violation of his order to turn over to plaintiffs testing data
for Benlate during their suit in the Georgia court (BI, Aug. 28, 1995).

Plaintiffs in that suit claimed Benlate contained a toxic herbicide that
killed or injured plants. The suit was settled for $4.3 million.

Under the lower court ruling, DuPont could have reduced the fine to
$14 million by placing ads in leading newspapers acknowledging its
wrongdoing. The company chose to appeal the ruling instead.

In overturning the lower court fine, the appeals court did not say
DuPont complied with the lower court’s order, only that the fine was
more in the nature of a criminal sanction in a civil proceeding saying,
“We have little trouble concluding that the sanctions the district court
imposed were overwhelmingly punitive—and thus criminal—in nature.”

“Even though DuPont and its counsel may very well have engaged in
criminal acts, we must reverse the contempt order because the district
court did not afford DuPont the procedural protections the Constitution
requires for the imposition of criminal contempt sanctions,” the court
further stated.

In a written statement, the company called the ruling “gratifying.”

First Flight 800 suit filed

NEW YORK—The first lawsuit filed by a passenger’s son against
Trans World Airlines Inc. and The Boeing Co. last week claims that a
“mechanical, structural and/or electrical failure” caused the explosion
on board Flight 800 July 17.

Although federal investigators have yet to establish the cause of the
Boeing 747’s destruction, which killed 230 people, the suit filed in U.S.
District Court for the Eastern District of New York says mechanical fail-
ure caused a limited explosion that led to a chain reaction of structural
failures and fires, “causing the plane to break up in mid-air.”

The burning vapors would have accounted for eyewitnesses seeing a
streak of light heading toward the aircraft, which was “mistaken for a
missile,” the lawsuit states.

If it is proved a bomb caused the disaster, however, then the suit
would charge TWA with willful misconduct for failing to have the prop-
er security measures in place to prevent a bomb getting on board. Proof
of willful misconduct would quash the Warsaw Convention’s $75,000
per passenger liability limitation on international flights.

The plaintiff, Eric C. Johnson of Virginia, is seeking compensatory and
punitive damages of up to $50 million for the death of his father,
Leonard James Johnson. Eric Johnson’s attorney, Lee Kreindler of
Kreindler & Kreindler in New York, also filed other similar plaintiffs’
lawsuits against TWA late last week and will continue to do so through-
out the United States over the coming months. Mr. Kreindler also repre-
sented plaintiffs in the 1988 Pan Am Flight 103 disaster, in which willful
risconduct was proved.

St. Louis-based TWA finds it “most unusual” that a plaintiff who has
no evidence “has cracked a mystery” that no one else has been able to
solve, said a spokesman.

Meanwhile, TWA’s Chief Executive Officer and President Jeffrey Er-
ickson said he will resign in January. The spokesman said Mr. Erickson’s
departure is not linked to the disaster.

A spokesman for Seattle-based Boeing said the company cannot com-
ment on litigation. “We will continue to work with the NTSB to help us
determine how and why the accident occurred,” he said.

IRS raises benefit limits

WASHINGTON—Employers in 1997 will be able to consider the first
$160,000 of employees’ compensation on which to base pension benefits
and contributions, up from the 1996 compensation limit of $150,000, the
Internal Revenue Service announced last week.

In addition, the maximum annual benefit that can be funded through
a qualified defined benefit plan will increase to $125,000 from $120,000.
However, the maximum annual contribution that can be made to a de-
fined contribution plan remains unchanged at $30,000 per employee,
while the maximum salary deferral to 401(k) plans also is unchanged at
$9,500. These changes in the maximum limits are based on formulas set
in various federal laws.

See Updates on page 50

Conversation cited as proof
of EMLICO'’s liquidation plans

By DOUGLAS McLEOD

BOSTON—A dinner-hour con-
versation between friends a: a
Bermuda restaurant has triggered
a new flurry of legal filings in the
battle over Electric Mutual Lia-
bility Iasurance Co.’s controver-
sial redomestication.

Affidavits filed witk the Mas-
sachusetts Insurance Division last
week describe a conversation ear-
lier this month in which a Bermu-
ca captive manager told a friend

at a Hamilton hotel pub that his
company was approached by EM-
LICO representatives about two
years ago to discuss the insurer’s
runoff and eventual liquidation.

The captive manager was Colin
M. Alexander, senior vp with Mu-
tual Risk Management Ltd., and
his friend was a partner of Lovell
White Durrant, a law firm repre-
senting Kemper Reinsurance Co.
in its effort to reverse EMLICO’s
1995 move to Bermuda.

Kemper Re submitted the affi-

davits of two Lovell White part-
ners last week as part of its effort
to convince Massachusetts regula-
tors to reopen hearings into the
circumstances of EMLICO’s redo-
mestication.

EMLICO, a longtime General
Electric Co. liability insurer, de-
clared itself insolvent by more
than $500 million shortly after ar-
riving in Bermuda (BI, Dec. 11,
1995). Several reinsurers have
since charged that EMLICO knew

See EMLICO on page 51

Confed to cover U.S. claims in full

By GAVIN SOUTER

LANSING, Mich.—Confedera-
tion Life Insurance Co.'s rehabili-
tation plan calls for paying bene-
fits to U.S. policyholders in full,
even though the assets of its U.S.
unit are about $1 billion shy of its
liabilities.

The rehabilitation plan was
confirmed by a Mickigan state
court last week.

The rehabilitators hope to
bridge the gap between the $5.1
billion in assets and the $6.2 bil-
lion in liabilities through a series

of measures, including reinsur-
ance contracts for the policies and
contributions from the Canadian
operations of Confed. The Canadi-
an and U.S. operations of Confed
have been separated to avoid
cross-border litigation.

Confed (U.S.) also is suing 27
former directors and officers of
Confed, Harris Trust & Savings
Bank and Ernst & Young L.L.P.
for $600 million that allegedly
was removed from trusts.

The plan was originally filed by
Michigan Insurance Commission-
er D. Joseph Olson in July but was

confirmed in the Ingham County
Circuit Court last Wednesday. Mr.
Olson is the rehabilitator for Con-
fed (U.S.), which is domiciled in
Michigan.

“Confirmation of the plan is
good news for all policyholders
and payees. The plan provides a
mechanism for preserving insur-
ance benefits to the greatest ex-
tent possible,” according to a let-
ter sent by Confed (U.S) to
policyholders.

Much of the plan is contingent
on the rehabilitator successfully

See Confed on page 50

Negotiating risk management borders

By MEG FLETCHER

CHARLESTON, S.C.—Creating
“borderless” risk management at
home and abroad may require im-
plementing several new and dif-
ferent strategies.

In the United States, or.e impor-
tant strategy is establishing “a
master risk management steering
committes” as an integral part of
each organization, said Bruce
Zaccanti, a manager in Arthur
Andersen L.L.P’s prozerty/casu-
alty insurance industry consulting
practice in Chicago.

The committee should consist of
representatives of key organiza-
tional divisions within the compa-

ny—such as operations, human
resources and treasury—to help
broaden understanding and sup-
port for risk management pro-

Borderless W
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grams, he said.

Establishing an organized for-
um to educate them about basic
risk management concepts and
glean their insights about how
they apply to different areas of
operations will provide an inte-

grated approach to assessing risks
a company faces.

The aim is to make risk manage-
ment “an ongoing effort,” so it be-
comes the job of every corporate
executive to assess risk, avoid or
reduce risk to an acceptable level,
analyze any gaps that might cre-
ate exposures and act to reduce
them and thereby improve the
company's operations.

Mr. Zaccanti was one of several
speakers who discussed “Border-
less Risk Management,” the theme
of Liberty Mutual Insurance Co.’s
Risk Management Forum Oct. 13-
15 in Charleston, S.C.

He previously received the 1995

See Strategy on page 39

lIE syndicate headed for liquidation

CHICAGO-First Oak Brook Corp.
Syndicate Inc. appears headed for lig-
uidation, after a Cook Ccunty Circuit
Court last week approved state regu-
lators’ request to file such a petition.

The Oak Brook, Ill.-based syndicate
of the Illinois Insurance Exchange
was previously under court-ordered
conservation, though the IIE has de-
clared it insolvent (BI, Oct. 14).

If syndicate owners don't respond,

effective Dec. 4, said Richard Darling,
chief operating officer of the state In-
surance Department’s Office of the
Special Deputy Receiver in Chicago.

State regulators now estimate that
the IIE's second-largest syndicate,
which wrote $34.8 million in gross
premium in 1993, is insolvent by more
than $1 million.

However, the syndicate apparently
has not processed paperwork since

claims, Mr. Darling said.

The syndicate’s uncalculated assets
include several affiliated companies
that have been placed into voluntary
receivership. The only exception is
Western Specialty Insurance Co., an
Illinois affiliate that is still able to
write coverage. However, its assets
eventually may be used to pay any
outstanding claims, he said.

A syndicate spokesman could not
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Best of Show:
Texaco Inc.

Best of Show:
LSG/Sky Chefs

Best of Show:
Oracle Systems Corp.
Award of Excellence:
GEICO Automobile insurance Co.

Best of Show:
Coca-Cola Beverages Lid.

/ Communicatlon
~ Awards <

The Business Insurance Employee Benefits Communication
Awards recognize creative and effective efforts to communicate
benefit plans to employees.

One hundred twenty-two US and Canadian companies
submitted entries in eight categories to the 24th annual
competition. Seventeen companies won awards.

Among the innovative steps employee benefits managers are
taking to communicate with diverse workforces and empower

employees with access to their benefits information is greater

use of the Internet. A story of what benefit managers are
accomplishing on the Information Superhlghway begins on
page 4.

Profiles of the award-winning entries begin on page 2

Many of the 15 judges, experts in the fields of benefits
management, human resources or advertising, lauded the
winners for focused and concise messages livened up with
attention-getting graphics. See story on page 32.
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Pfizer Inc. 3
Awards of Excellence: .

Capital One Financial Corp.

Viacom Inc.

Best of Show:
White Consolidated Industries Inc.
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MGM Grand Hotel Inc.
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The Boeing Co.
Awards of Excellence:
AT&T Corp. ,Tribune Co.
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Best of Show:
PeopleSoft Inc.

Best of Show:
Community Hospitals of Indianapaolis

Best of Show:
Ralston Purina Co.
Award of Excellence:
The Home Depot Inc.
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Learning about benefits in cyberspace

By JOANNE WOJCIK

More and more benefits depart-
ments are hitching a ride on the in-
formation superhighway now that
improvements in Internet technolo-
gy are making it easier to traverse
the World Wide Web.

Most employers are taking their
time in the slow lane by using the
medium primarily to provide gener-
al benefits information to their em
ployees.

But a few innovators are going
full-speed ahead establishing inter-
active sites with hypertext links to
the home pages of 401(k) fund man-
agers, preferred provider network
directories and other vendors pro-
viding benefits-related services to
their companies.

Other employers are using off-
the-shelf communications software
to assemble personalized benefit
statements, which often are being
delivered via the paperless environ-
ment of the Internet.

Despite the attraction of this lat-
est technological innovation, how-
ever, experts point out that the In-

ternet is only one of several
communication channels for em-
ployee benefits.

“There’s always been new tech-
nology. It’s just that over time it gets
more sophisticated,” observed Bill

Zabit, president of Sausalito, Calif.-
based employee benefit communica-
tion firm Zabit & Associates Inc.

“Everyone is anxious to discover
the ‘magic elixir’ for making em-
ployee benefit communications easi-
er,” he said.

But the medium is not the mes-
sage.

“It doesn't matter how flashy or
high-tech the delivery is. We don't

[ ——
‘We don'’t get the
message across by using
a specific medium.
People must believe the

message,’ says Bill Zabit.
I

get the message across by using a
specific medium. People must be-
lieve the message is pertinent. It's
the self-interest principle,” Mr.
Zabit said.

“Owver time, the Internet will be-
come a viable alternative, but it'll
still be just one tool in the benefit
communications toolbox,” he pre-
dicted.

Still, employees may be more in-
terested in learning about their ben-
efit programs if the information is

conveyed in a more interactive envi-
ronment.

“The way it's presented can be
more engaging, just like color
brochures are more enticing than
plain paper or color videos vs. black
and white,” suggested Curtiss But-
ler, director of new media for Buck
Consultants Inc. in New York.

But he agreed that while the use
of Web technology will certainly in-
crease in employee benefits commu-
nication, “the best solution will ulti-
mately be some sort of integration of
technology with other media—mul-
timedia in the sense that if you can
get access to the same information
whether you dial it up on the phone
or call it up with a modem on your
L3 it

Indeed, the key to effective com-
munications is making sure every-
one gets the message, regardless of
how or waen.

“People want information when
they want it, not when we give it to
them,” said Mr. Zabit.

Pleasarton, Calif.-based People-
Soft Inc. has been using its internal
“Intranet” and an off-the-shelf elec-
tronic mail program called Lotus
Notes to deliver benefits informa-
tion to employees since May.

“We try to do more in a paperless
fashion because it's faster and
cheaper,” explained Steve Zaroti,

chief information officer for the
software developer.

In addition, “we empower the em-
ployee by giving access to them
when they want it. It’s like the ATM
in banking. We're trying to provide
benefits information as easily as
currency,” he said.

This year, PeopleSoft's flexible
benefits plan enrollment will be
conducted online.

After opening up the company
home page, employees can “click”
their mouses on “radio buttons” to
make their choices for life insur-
ance, long-term disability and
health plan coverages, among other
things.

They also can select “Benefits
Book” and get the summary plan
description online, according to Mr.
Zaroti.

The program also will offer hyper-
text links to a database of fund
prospectuses that employees can
read before making 401(k) plan in-
vestment decisions.

However, employees still must
make investment choices using the
interactive voice response system
developed with consultant Coopers
& Lybrand L.L.P. and fund manag-
er Charles Schwab Corp.

“But that's a candidate to put on-
line down the road,” Mr. Zaroti said.

Quarterly statements are already
being sent electronically by fund
managers to employees via Lotus
Notes without stopping in the em-

See Technology on page 6

Lynch joins
sales staff

NEW YORK—Roger Lynch
has joined the Business Insur-
ance sales staff in New York, an-

nounced

counts in
New Jer-

sey, New
York's Long Island and certain
accounts in New York City. He
replaces James Patten, who re-
signed.

Mr. Lynch, 26, previously
worked in the corporate affairs
department and commercial
banking department of Credit
Suisse in New York.

He has a bachelor of arts de-
gree in communications from
Denison University in Granville,
Ohio.

Mr. Lynch can be reached at
212-210-0136.

Mr. Lynch
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Technology

Continued from page 4
ployee benefits department.

And employees who want the in-
formation in hard-copy form can al-
ways print it out from their desktop
PCs.

“We want to be paperless, but if an
employee wants paper, they can get
all they want,” said Mr. Zaroti. “We
call it paper birth control—don’t cre-
ate the paper in the first place.”

The use of technology has enabled
PeopleSoft to handle all of the bene-
fits administration and communica-
tion for some 1,200 employees in 15
countries with just three employees.

“With electronic administration,
we can leverage people more effec-
tively,” Mr. Zaroti said.

Minneapolis-based Network Man-
agement Services, a company that
specializes in developing benefits ad-
ministration programs for Fortune

500 benefits purchasers and purchas-
ing alliances operating in multisite,
multivendor environments, recently
rolled out an online directory of ben-
efit plan information for Xerox Corp.

PlanSelect, launched Oct. 1, pro-
vides benefit plan information across
hundreds of health plans offered by
Xerox to its employees nationwide.

Although the site is on an Internet
Web server at NMS headquarters in
Minneapolis, password prctection
limits access to Xerox employees
only.

Approximately 2,000 of Zerox's
45,000 employees connected to the
Web site on its first day of operation,
according to Brenda Shipley, direc-
tor of sales and marketing for NMS.

Even though not all employees—
particularly those in a manufactur-
ing environment—are connected to

the Internet, the medium can still be -

used to get printed materials to these
people, experts point out.
For example, several of Zabit &

Associates’ clients are combining the
use of Web browsers and desktop

The Internet is becoming an impor-
tant benefits communication tool.

publishing software to publish per-
sonalized benefits booklets and state-
ments on laser printers.

So far the most complex document
Zabit & Associates has published
using this method of “variable laser
printing” is a booklet explaining es-
tate planning issues to executives at
San Francisco-based Transamerica
Corp.

Zabit & Associates also is working
with CIGNA Corp. to develop plan-
specific 401(k) booklets for employ-
ers.

Some software vendors are using
Internet technology as a tool to make
benefits administration easier.

Employers with 25 to 2,000 em-
ployees can administer their employ-
ee benefits via the Internet with a
software program created by
Bluffton, S.C.-based Employease.

While Employease owns the soft-
ware, which is housed on its Internet
Web server, employers can upload
employee benefits and human re-
sources information in a secure envi-
ronment, explained John J. Nail, the
company's president and chief exec-

Alternative Risk
Options:

Frontier helps you
make the winning move!

s a longtime player in specialty markets,
Frontier is uniquely able to provide you
with the expertise and insurance services

vital to successful onshore/offshore risk-sharing
vehicles — such as captives, rent-a-captives, risk
retention groups and other forms of alternative
risk transfer.

SIGNIFICANT SAVINGS
By use of the alternative risk market, thou-
sands of business and professional groups, as well
as individual businesses, have achieved stable
“insurance protection with lower costs, tailored
coverages, focused loss control and specialized
claims service.

FRONTIER HELPS YOU HELP YOUR CLIENT

We will work with you in designing the right
program for your client. The services critical to
customizing the coverages include feasibility

studies, fronting, reinsurance support, loss con-
trol, claims handling, legal, actuarial, underwrit-
ing and administration. They're available
bundled or unbundled.

LET’S TALK!

We don’t put you off with red tape - we lis-
ten and respond. Qur ability to create added
value features gives you a strong competitive
edge! And with almost $1 Billion in assets, you're
assured of strength and stability.

Call Frontier at 1-800-836-2100. Ask for
Dick Marshall, Ext. 341. Or Fax 914-796-1005.
Remember, Frontier gives you a
winning alternative!

0
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Specialty Markets for the 21st Century
ROCK HILL, NEW YORK 12775-8000

utive officer.

Employers can use the program to
complete monthly invoices for all
lines of coverage, generate enroll-
ment forms for any line of coverage
and personalize annual benefit state-
ments for employees, among other
things.

“Our mantra is to deliver Fortune
1000 functionality to small and
medium-sized companies in a cost-
effective manner,” Mr. Nail said. “In
simple terms, we automate the
paper.”

Rather than bearing the develop-
ment cost of a large, proprietary sys-
tem, employers just pay an initial
sign-up charge and then a per-month
per-employee access fee.

“Instead of being borne by one em-
ployer, the development cost of a
large system effectively is spread
across many employers,” Mr. Nail
said. “We're making it a shared re-
source.”

And to make sure that each em-
ployer's information is secure and
separate from the others, Em-
ployease has included firewalls in the
program: Those who access the sys-
tem also must have digital identifica-
tion numbers, and passwords can be
used to limit human resource em-
ployees’ access to certain informa-
tion.

The system is not designed for di-
rect employee access, however.

While many employers are just
now entering the Internet environ-
ment, the fast-evolving Web technol-
ogy is sure to create even more bene-
fits-related applications, experts
predict.

“Those companies that are just
publishing information have only
gone about a quarter of the way to-
ward what needs to be done,” said
Mr. Butler of Buck Consultants. “It
just isn't enough to give people the
information.”

For example, after explaining how
diversified investments work in a
401(k) plan, the benefit communica-
tions system should then play a
“game” with employees showing
them how they work, he suggested.

“You need to add a tutorial, inter-
activity,” Mr. Butler said. “The ad-
vantage of the Internet is that it's not
just for information delivery, it's pro-
viding decision support tools.”

Faster Web browsers already are
making it possible for PC-based em-
ployee benefit communication sys-
tems to tap into the home page of in-
surers and health plan
administrators so that employees can
select primary care physicians online.

“We're advising employers not to
‘own’ the data, but rather to make
links to it,” Mr. Butler said. “Let the
providers put their list on the Inter-
net and then we'll create a search en-
gine” so employees can select a doc-
tor by ZIP code, name, specialty or
hospital affiliation.

“The real notion of this thing is a
benefits ATM machine,” he said, re-
ferring to the automated teller ma-
chines that have inundated the con-
sumer banking world.

“Imagine a system where employ-
ees are doing 401(k) calculations or
document searches at the same
time,” he mused.

Then employees not only could
print out personalized financial fore-
casts, but also could collect pertinent
advice from other online sources at
the same time.

Unfortunately, the technology to
conduct such sophisticated online
transactions is still in the develop-
mental stages.

Writing “transactional” software is
much more difficult than writing
programs to simply retrieve files,
which is primarily what today’s gen-
eration of Web browsers do, Mr. But-
ler explained.

What's also needed is a good soft-
ware engine to link all the databases
on various platforms to create a sin-
gle point-of-entry, he added.  EEIN
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Soon the 78-million strong baby boom gener-
ation will begin to retire. Their retirement will
place enormous pressure on Medicare, Social

Security — and on benefits provided by companies :

like yours. So much pressure, in fact, that the
cost of benefits could make your products and
services so costly you won't be able to compete.

The problems caused by the retirement of the
baby boomers can be solved. If you act now.
With creative retirement plans, aligned to your

business strategy. With value-pricing concepts
that can drive down retiree health care costs.
With education programs that can help your
employees learn how to save more and invest
wisely.

What will the aging workforce do to your
company’s bottom line? Watson Wyatt has diag-
nostic tools to help you answer that question.
And innovative concepts that represent a whole

. new way of thinking about retirement strategies,

plan designs and funding methods. For more
information, call 1-800-851-4346. Call now -
and be a survivor.

Watson Wyatt
Worldwide

Making Strategy Work.™

Visit us at: www.watsonwyatt.com
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Opinions

Employers deserve treat, not trick

HE HEALTH CARE Financing Administration

is still trying to stick employers with the tab for

claims that the Medicare program—not private
health plans—should have paid.

Those claims are for treatment of end-stage renal
disease, a costly kidney ailment. HCFA in recent
years has been thwarted in efforts to shift Medicare’s
mandated coverage for such treatment to employers.
Until those efforts were blocked by the courts, pri-
vate plans paid tens of millions of dollars for treat-
ment that Medicare should have covered.

Now HCFA is cutting short—unreasonably so, we
think—the time in which employers can attempt to
recover their funds.

The bills at issue are for COBRA continuation cov-
erage of ESRD claims. Congress in 1973 made Medi-
care the primary payer for people of any age with
ESRD. But, in attempting to trim the costs of that
federal health care program, Congress in the past few
years has shifted some of that cost to employers.
Specifically, employers were made the primary pay-
ers for 18 months for individuals with ESRD under
65, the normal Medicare eligibility age. After that 18-
month period—or when an individual turned 65—
Medicare would assume responsibility.

HCFA interpreted that 18-month responsibility to
reside with the employer, even if the individual no
longer worked for the company and was only receiv-
ing health care coverage under COBRA.

Employers, insurers and plan administrators chal-
lenged that interpretation and won, arguing they are
not obligated to provide COBRA coverage to individ-
uals eligible for Medicare, as ESRD claimants are.

HCFA relented and employers then were faced
with the task of recovering the money they had al-
ready spent.

To date, HCFA has done little to help employers re-
cover these funds from the Medicare program. We
understand HCFA has no statutory authority to di-
rectly provide refunds to employers, because the
money was collected by the providers, not Medicare.
But this is something that Congress could and should
change because it would make the process far sim-
pler for employers.

Currently, employers must negotiate with the
providers that treated individuals with ESRD. This
process entails submitting a bill for the claim to the
provider—typically for treatment several years prior.
The provider then must seek reimbursement from

SJ05T FID A PROVIDER TO KIS YoU, DEARY! AEEE I

HCFA and may withhold payment from the employer
until it gets its check from the government.

And this presumes that providers are willing to en-
gage in this dance with employers in the first place.
Many are unfamiliar with the legal wrangling behind
the billing dispute. Others may be understandably
reluctant to return funds to private payers, when
Uncle Sam will give them only a fraction of those
dollars in return.

And now HCFA says time’s up for the collection
process, because the program interferes with “effi-
cient program administration.”

We think that’s unfair to employers that already
have been victimized once by HCFA’s policy.

What can employers do? The first step is to notify
providers that employers will be pursuing claims that
should have been paid by Medicare, not COBRA cov-
erage. Next, employers should lobby their represen-
tatives in Congress to urge HCFA to immediately lift
its deadline. And, companies should seek changes in
the law so that when the federal agency’s errors cost
employers money, HCFA is the one to make them
whole.

We agree with HCFA that this whole situation is an
impediment to “efficient program administration,”
but it created the mess and it—not employers—
should have to clear it up.

Letters

Don’t overlook pro-policyholder pollution rulings

To the editor: On Sept. 26, the Oregon
Supreme Court held that the standard ISO
“sudden and accidental” pollution clause
does not bar coverage of gradual pollution
that was unexpected and unintended by the
insured.

The Oregon decision brings to 10 the num-
ber of state supreme courts that have inter-
preted the pollution exclusion in a manner
consistent with the insurance industry’s orig-
inal explanation of the intended scope of the
exclusion when it was submitted to state reg-
ulators in 1970. The other states adopting

Business Insurance welcomes letters |
to the editor. The section is intended to
| be a forum for readers’ opinions and
. comments. We reserve the right to edit
letters for clarity or space. We will not
publish unsigned letters. Please send
your letters to Letters to the Editor, |
Business Insurance, 740 N. Rush St.,, |
Chicago, Ill. 60611; fax: 312-280-3174;

| e-mail: pwinston@crain.com

B

this view are New Jersey, Georgia, South
Carolina, West Virginia, Indiana, Illinois,
Wiseconsin, Colorado and Washington. In ad-
dition, New Hampshire and Vermont regula-
tors refused to approve the pollution exclu-
sion for use in those states, which brings the
count to 12 states in which the qualified pol-
lution exclusion is ineffective to bar coverage
for gradual but unintentional pollution
under historical CGL policies.

On the other side of the ledger, nine state
supreme courts have held that the pollution
exclusion bars coverage for gradual pollution
(Massachusetts, Maryland, North Carolina,
Florida, Alabama, Oklahoma, Ohio, Michi-
gan and Minnesota). While insurance indus-
try polemicists regularly attempt to stack the
deck by including states like Delaware, New
York and Iowa in their list of pro-insurer
states, the fact is that the high courts of those
states have never addressed the “sudden”
prong on the pollution exclusion in any pub-
lished opinion.

Unfortunately, the subscribers of Business
Insurance would never know that the major-
ity of state supreme courts continue to reject

the insurance industry’s expansive view of
the pollution exclusion clause. When the Al-
abama Supreme Court recently construed
the pollution exclusion in a manner favor-
able to insurers, the decision was prominent-
ly featured in Business Insurance, along with
the usual distorted “lists” of “recent trends”
prepared by insurer attorneys (BI, Sept. 9).
Yet when the Oregon Supreme Court de-
cided a few weeks later that the pollution ex-
clusion is not a significant restriction on cov-
erage, the decision received no play at all.
The subscribers of Business Insurance would
be better served if it occasionally gave equal
time to pollution exclusion decisions favor-
able to policyholders and relied on sources
other than litigation counsel retained by the
insurance industry.
William F. Greaney
Covington & Burling
Washington

W Editor’s note: While Mr. Greaney's letter
was being drafted, Business Insurance’s re-
port on the Oregon decision was in the works
and can now be found on page 1.
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He’s in the kind of pain that doesn’t show up on an x-ray.
We provide a range of services that can help.

Money warries. Elderly parents. Everyday stress, Optum® goes beyond traditional health
programs to help people cope with all that life hands them.

Optum Care24 uniquely focuses on an individual's total health and well-being by offering

integrated services for health, emotional, child and elder care as well as financial, legal and family
problems. What's more, Optum Care 24 is the only health care service to offer this comprehensive
help fron both registered nurses and master's level counselors.
Optum Assistance, created to help address personal problems before they become
health ones, provides toll-free, round-the-clock telephone access to master’s level counselors
who are trained to help individuals sort out issues, create an action plan, then find the
right resources.

Optum NurseLine is a toll-free, 24-hour health and medical information service designed

to help callers become proactive medical consumers. Here nurses answer everyday health

questions or provide information that helps individuals determine whether self-care, a
doctor's visit or emergency care is appropriate.

For the stresses of

everyday life, expert
help is a toll-free call
away, 24 hours a day,

365 days a year,
feft more productive, 73% had an increased sense of physical well-being, And overall, Optum
received a 99.4% satisfaction rating.

The results? In a recent nationwide survey of Optum users, 89% reported reduced stress, 71%

To find out more about Optum, call 1-800-662- 1264 or visit our Web site at www.optumcare.com.
When you consider the medical costs that can result from not having health information and

having to deal with life's problems, Optum is, ultimately, the mast affordable and effective
management choice.

Optum

Because health is more than medicine.
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It’s a new dimension in risk management. Conventional reinsurance cannot solve all problems.
Creativity has to step in. A holistic approach comprising traditional as well as finite risk rein-

surance and structured financial solutions. Total Risk Management. Ask any of our member

companies about it. Zurich Re (Zurich); Zurich Re (UK); Agrippina Re; ZRC; Centre Re. ZURICH
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Benefit communications at home on the Texaco range

By MICHAEL BRADFORD

WHITE PLAINS, N.Y—Texaco
Inc. employees no longer roam the
range looking for answers to their
employee benefits questions now
that the oil company has corralled
its benefits communications into
one south Texas facility.

The oil giant’s benefits communi-
cation responsibilities until 1995
rested heavily in the hands of
human resources representatives
stationed throughout the United
States. They were responsible for
providing answers to benefits ques-
tions for about 15,000 workers in
429 locations.

“The employee went to the human
resources person, who tried to find
the right answer,” explained Belin-
da B. Bewkes, manager-benefit
plans development at White Plains,

N.Y.-based Texaco.
And the nature of the oil business

means that some of those 429 loca-
tions are oil rigs in remote areas
where no human resources reps
were available to answer queries on
benefits.

The process was too cumbersome
and inefficient, Texaco eventually
realized, and human resources was
relieved of the benefits communica-
tion burden as part of a p_an to cen-
tralize the process.

Moving communications under
one roo: led Texaco to create its
Employee Benefits Service Center in
Bellaire, Texas. Already in place at
that location near Houston was the
oil company’s benefit plan adminis-
tration facility.

In 1994, a few months before
human resources gave up its com-
munication duties, Texaco set about
designing a program that would de-
Liver accurate, easy-to-update mate-

rial quickly to the hands of workers.

The program that resulted was a
set of four “event-oriented” pack-
ages that allow benefits personnel at
the center to quickly dispatch bene-
fits information to workers across
the country, as needed. The pack-
ages are titled “As a New Employ-
ee,” “After One Year," “Leaving the
Company” and “Into Retirement.”

There are two versions of each
package; one details benefit plans
for non-union employees, and the
other is designed for union workers.

The booklets won the Best of
Show award for multisubject book-
lets in the 1996 Business Insurance
Employee Benefits Communication
Awards competition.

A fifth package, “If You Become
Disabled,” was recently developed
and added to the program.

“We knew that in order to serve

Ward-THG first.
Why?

More and more smart companies are calling

Because we are a new breed of claims company,
designed to deliver faster, higher-quality services to
insurers and self-insureds with Liability, Workers’
Compensation and Property support.

We offer a diverse range of services nationally

A CLAIMIS ABOUT TO OCCUR.
WHO WILL YOU CALL?

for all aspects of the claims process including:
O Third Party Administration
O Field Adjusting and Investigation
0O Lingation Management

O Run-off Programs

0 Catastrophe Support
Ward-THG. Call us at 800-274-9844 for superior
solutions to your claims handling needs.

Ward-THG

Claims Adjusters & Administrators

employees, (benefits staffers) had to
be able to yank things off the wall,”
and get it in the mail right away,
Ms. Bewkes explained. “They don't
have time to collate packages” every
time someone needs benefits infor-
mation, she added.

Texaco also wanted to provide
employees with consistent and up-
to-date information without over-
whelming them. That’s why the in-
formation was put together in
packages that center on separate
events.

She explained that a three-person
in-house team wrote the packets
using information from Texaco’s
summary plan descriptions.

Most of the work on the four
packages was handled internally,
using personal computers equipped
with WordPerfect and Interleaf
software. No outside consultants
were used to write the information
or design the materials.

Lone Star Graphics in New York
designed the folders that contain the
benefit information and handled the
initial printing and collating.

Much of the work was done from
August 1994 until the first printing
of the four packets in December,
Ms. Bewkes said. “The biggest
crunch was in October and Novem-
ber,” she noted, just before the
printing date.

Texaco has since moved the print-
ing into its internal print shop and
now handles all production of the
four packages and the design and
printing of the recently developed
packet on disability benefits. The
move helped hold down costs, which
ran about $90,000 for the first print-
ing and shipping of the four pack-
ages.

Each package is designed so that
employees can first get a quick sum-
mary of the benefits and other infor-
mation by reading a brochure
tucked into one of the inside pock-
ets. One side of the package contains
a booklet that provides more de-
tailed information, and the other
side holds all the forms needed for
enrollment or benefits requests.

The package employees receive
after one year also contains invest-
ment software prepared by consul-
tant Hewitt Associates L.L.C. and
customized to the Texaco invest-
ment alternatives. The Vanguard
Group contributed a booklet that is
inserted in the packet to provide
basic information on investing and
risk and includes performance in-
formation on the Vanguard funds
employees can choose among.

Producing the packages on in-
house computer equipment means
the information is easy to update,
Ms. Bewkes pointed out. “Probably
once a quarter, there are one or two
packages that need some kind of up-
dating.”

While Texaco has no formal way
of measuring the effectiveness of the
packages, the response from em-
ployees has been “very positive,”
Ms. Bewkes said. “They often say
it’s nice to get everything in a pack-
age, that it's very helpful to have ev-
erything in one place.”

Still, employees aren’'t as im-
pressed as they might have once
been, she said. “Employees’ expec-
tations are much higher than they
were 20 years ago. This might have
bowled someone over 20 years ago,”
but employees today expect well-
designed and complete information
in communications material, Ms.
Bewkes noted.
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WE’'RE THE BACKUP GROUP FOR HIS OUT-OF-TOWN GIGS.

When the electric guirars, amplifiers and sound cquipment trom Peavey Elecrronics hit the road, they're headed tor recording
studios and caubs in 103 countries. Backing them up is an insurance program created by Peavey's insurance agent and Chubb,
With headquarters in Mississippi served by the local Chubb otfice, Peavey'’s overseas plants and dizoribution canrers are covered
just as secure!y for rsks such as transit and produce liabiliey by Chubbs 90-office worldwide networs. As one of the world's leadirg
business insurers, Chubb has more than 112 years of experience—alonge with the highest ratings for financial serength—rto make
us an international player for businesses both big and small. To see how vour independent agent or broker can work with Chubb
to help your business, call 1-800-36 CHUBB.

INSURE

YOUR WORLD
WITH CHUBB cHUBB

For promotional puirgoses, Chubl refers e member insurers ol the Chubb Group:of Insuranee Companies gademy ptimg covergee, The piecise coveage wifered is subjeer w the t2nns eonditions and oxciu:
sieins ot the palivies s isoed, Coverage may tot beaatlabledn gl jurisdiesions. Chubb Group or nstiranee Compasies, Box [ol5, Wition, N0 11613
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OR TONG-TERB DISADILITY THAT S UNPARALLELED,

In your search for superior employee coverage and breakthrough potentially cut employer costs up to 35% by designing specific limited-
cost-containment solutions, you'll discover the road leads to Fortis. In duration coverage for new disabilities such as chronic fatigue syndrome
becoming the second-largest provider of group long-term disability and environmental allergic illness.
insurance*®, Fortis Benefits has paved the way with new product And when it comes to getting your employees back to work, Fortis
designs that manage the full disability continuum and provide powerful leads the way with a unique Return to Work Scale that statistically
incentives for employees to return to work. and scientifically evaluates new claims and predicts rehabilitation

For example, Fortis Benefits pioneered the concept of Value success. By evaluating claims quickly, Fortis can direct rehabilitation
Options. An innovation in LTD coverage, Value Options can resources where most appropriate and effective. This proprietary

+Employee Banefit Plan Revigw, April 1985 based on the number of master contracls in force.

Long-term disability insurance contracts are issued and underwritten by Fortis Benefits Insurance Company, Kansas City, MO and Woodbury, MN; and, in New York State, First Fortis Life Insurance Company, Syracuse, NY. Other insurance contracts are issued and underwritten by these insurance
companies and by Time Insurance Company, Milwaukee, WI. Securities offered through Fortis Investors, Inc,, St, Paul, MN 55164, 1-800-800-2638. ©1385 Forlis, Inc. Fortis® and Fortis® are service marks of Fortis AMEV and Fartis AG.
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system, combined with incentives like payment of educational and/or and $125 billion strong, Fortis Benefits not only believes in the value

child care expenses and vocational or job retraining assistance, helps of long-term relationships, but also understands how they turn into

employees get back to work as quickly as possible while lowering your long-term results. It’s this approach to long-term thinking that has

COsts. elevated Fortis Benefits to its leadership position in employee benefits.
And in a world of voice mail and institutionalized buck-passing, For long-term disability coverage with a difference, find out what

Fortis Benefits is quick, responsive and dedicated to treating you like Fortis thinks.

a person. Call them at QERSIUERICEEVIER ww.castleadventure .com

Part of a worldwide financial services organization 178 years old
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SOLID ANSWERS FOR A CHANGING WORLD®

MUTUAL FUNDS/ANNUITIES - LIFE INSURANCE - HEALTH CARE PLANS * LONG -TERM CARE INSURANCE - EMPLOYEE BENEFITS
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Newsletter leaves no doubt about the real thing

By MICHAEL PRINCE

TORONTO—It doesn’t just say
Coke. It screams Coke.

From the pyramid of Coca-Cola
cases on the front to the trade-
marked bottles dancing on the
back, the newsletter announcing
Coca-Cola Canada’s improvements
to its employee stock savings plan
leaves the reader with no doubt
who produced it: Coca-Cola.

It's hard to look at Coca-Cola’s
newsletter and miss the point. They
are emblazoned—in the Coke colors
of course—across all four pages of
the glossy, tabloid-sized newsletter:
Coca-Cola. Employee stock savings
plan. New.

“We wanted something that was
easy, fun to read and could double
as a poster,” said Diane McElroy, a

partner at William M. Mercer Inc.
in Toronto, who helped plan and
create the newsletter for Coca-Cola
Beverages Ltd., Coca-Cola’s Cana-
dian bottler. They wanted some-
thing “with a sense of presence,”
she added.

The biggest challenge was getting
the attention of the 3,700 employ-
ees, Ms. McElroy said. This was ac-
complished, she said, by making the
newsletter larger—the size of a
tabloid newspaper—rather than
standard size paper.

It also got the attention of judges,
winning Best of Show in the bene-
fits newsletter category of the 1996
Business Insurance Employee Ben-
efits Communication Awards com-
petition.

“By putting it in a tabloid style,
where people are used to reading

headlines, we felt people would
read it.” said John Chiarelli, the di-
rector of compensation and ber.efits

for Toronto-based Coca-Cola Bev-
erages. “It's like picking up a news-
paper and hitting the highlights.”

Past experience told him stan-
dard announcements were not ef-
fective. With this, however, “the
color stands out, the graphies stand
out and the headlines stand out.”

The theme of the newsletter was
building for the future by investing
in Coca-Cola stock. A pyramid of
cases of Coke with a silhouette of a
person carrying a case up the pyra-
mid on the front of the newsletter
symbolizes this building, Ms. McEIl-
roy said.

It is building for the future that
Coke is hoping its emplayees will
do under the revised plan. The
newsletter announced three
changes to the stock purchase plan
reflecting the results of company

...to help motivate employees
to take responsibility for their
financial future.

...from Price Waterhouse.

all it takes is a little ZUSH ...
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Retirement and Financial Education Group

time-tested and true resulis...

personal financial planning...

Find out how our programs can work for your company. 1-800 | CALL PW, ext. 6519

interviews with employees on what
they considered shortcomings in
their existing plan. These changes
include:

e Immediate vesting for all com-
pany shares purchased instead of
waiting four years.

e Tax deductibility for contribu-
tions.

» Opening the plan to all employ-
ees instead of waiting a year after
starting with Coke.

In addition, the company contin-
ued its 50% matching contribu-
tions.

To emphasize these points, the
newsletter prominently displayed
them on the front while the next
three pages provided more details
in precise yet easy-to-read wording
that boiled the intricate world of
stock plans into understandable
language. The designers stuck to
the goal of keeping it short, with
bullet-style points so people would
read it “rather than throw it in a
drawer and ignore it,” Mr. Chiarelli
said.

Another technique used to in-
crease readership: mailing it to em-
ployees’ homes. This not only pre-
vented it from drowning in the sea
of papers on employees’ desks but
allowed their family members to
read about the new program and
encourage  participation,  Mr.
Chiarelli said.

And the Coca-Cola symbols plas-
tered throughout were not there
simply to take up space. Their pur-
pose was to tell employees they can
be owners of this company by sign-
ing up for the stock program. “Par-
ticipation in the program was par-
ticipation in the organization,” Mr.
Chiarelli said.

Another challenge facing the
company was time. Although
months were spent in focus groups
of employees looking into ways to
improve the program, Ms. McElroy
and Mr. Chiarelli got only a month
to complete the project.

“That’s quite a turnaround,” Mr.
Chiarelli said. The deadline forced
them to work nights and weekends
to hone the look and text. Focus
groups of employees also examined
the design and provided feedback.
“It involved a lot of participation
among various ranks in the organi-
zation,” Mr. Chiarelli said.

Initially the newsletter was to be
the first part of the company’s an-
nouncement of improvements to
the employee stock purchase plan.
After it was distributed, however,
the company canceled the planned
video presentation at its annual
meeting because the newsletter had
been so successful, Ms. McElroy
said.

The proof is in the pudding—or
in the bottle. For years, participa-
tion in Coke's stock plan hovered
around 36%, Mr. Chiarelli said. Six
months after the newsletter went
out it stands at 52%. “To get that
kind of jump in six months is really
good,” he said.

Not only are more employees
participating, but they have more
knowledge of the plan. Employee
calls to human resources asking
questions about the plan have
dropped, and the toll-free number
announced in the newsletter to an-
swer questions and provide updat-
ed information has been well re-
ceived.

“There's been an incredible re-
sponse,” Mr. Chiarelli said.  [EIl
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Pfizer Inc. chauffeurs employees
on henefits enroliment autobahn

By ROBERT KAZEL

NEW YORK—If the benefits en-
rollment process has all the charm
of a long, bumper-to-bumper traf-
fic jam for many companies, Pfiz-
er Inc. showed its employees how
to merge into the express lanes
and speed ahead.

The New York-based pharma-
ceutical manufacturer won Best of
Show in the total benefits catego-
ry of the 1996 Business Insurance
Employee Benefits Communica-
tion Awards competition for a
newly revamped enrollment sys-
tem that stressed simplicity and
ease.

For the company’s 16,000 U.S.

emplovees at 31 locations, im-
proved enrollment procedures
meant less effort in modifying or
renewing their benefits menus,
and more efficient communica-
tions tools meant employees un-
derstood what they were expected
to do.

In some cases last year, Pfizer
emplovers needed to do nothing at
enrollment time. The company in-
troduced new enrollment “short-
cuts,” the easiest of which was
named automatic enrollment. Em-
ployees who wanted to take ad-
vantage of it could retain their ex-
isting medical, dental and
long-term disability insurance,
and certain other coverages, by

simply doing nothing, knowing
their insurance would stay the
same for 1996.

But employees who wanted to
choose health care or dependent
care for family or accidental
death and dismemberment for
spouses needed to use “express
enrollment” by calling a tele-
phone enrollment line and punch-
ing the correct button.

More extensive changes to bene-
fits choices could still be done
over the telephone, as in the past,
though it took more time to enter
various benefit selections.

“We look for ways to innovate,
to streamline, to communicate
with employees in the most flexi-
ble way possible. We tried to sim-
plify things,"” said Elizabeth Bor-
zomati, Pfizer benefits manager.
She compared making the bene-
fits communication process
speedier and efficient with Pfizer
making drugs easier to take: “The
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something to fix healthcare
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simpler the process the better,”
she said, “like taking a drug once
a day instead of three times a
day.”

For those employees not fully
familiar with their benefits, such
as new employees, Pfizer pub-
lished a newly redesigned enroll-
ment workbook spelling out the
details of the medical and dental
plans, health care and dependent
care accounts, long-term disabili-
ty, life insurance and accidental
death and dismemberment insur-
ance.

The language is clear and con-
versational, with numerous key
terms defined in the margins in
colored boxes. In addition, many
charts are used to convey general
numerical information about plan
payment levels and benefit maxi-
mums.

Even though full of information,
the book was significantly
streamlined compared with past
years, Ms. Borzomati said, be-
cause a single worksheet in the
book’s front pocket was personal-
ized for each employee and sum-
marized everything that worker
needed to know about his or her
coverage.

In previous years, it was much
harder to read the guide because
employees’ individual data was
actually collated and bound into
the book proper, forcing workers
to search through all its pages, she
said. Now, those who wish to save
time can read only the worksheet.

The book also contains the
“1996 OptionFinder,” an IBM-
compatible computer diskette.
The disk helps employees calcu-
late their flexible benefit al-
lowance, compare out-of-pocket
costs under various medical and
dental options, keep a tally of
what's been spent in flex benefits,
and estimate health care expenses
and tax savings.

The workbook is straightfor-
ward in tone, neatly arranged
with subject tabs, and is occasion-
ally illustrated by nostalgic
“retro” photographs reminiscent
of the 1950s.

The photos, which also ap-
peared on reminder cards placed
on cafeteria tables and fliers and
posters around work sites, gener-
ally were obtained at low cost
from stock photo agencies but
added a “hot look” to what other-
wise might have been a colorless
campaign, said Monica Jerussi, a
principal of Fort Lee, N.J.-based
Kwasha Lipton L.L.C. The con-
sultant collaborated on the com-
munications campaign and a se-
ries of employee focus groups in
April 1995.

The guide, she said, became in-
stantly popular with Pfizer em-
ployers.

“Employees hold on to this (the
booklet) during the year,” Ms.
Jerussi said. “They refer to it. This
is just a lot more user-friendly.”

The numbers also point to a less
congested  benefits  freeway.
Kwasha Lipton reports that 40%
of workers used the express or au-
tomatic enrollment methods last
year, and that average enrollment
time dipped from five minutes to
about three minutes. In addition,
calls to a company benefits hot
line decreased despite the several
important changes in enrollment
procedures.
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Capital One gets credit
for brand-new program

FALLS CHURCH, Va—An em-
ployer’s benefits program may change
slightly from year to year, but a
wholesale rebirth of both company
and benefits is unusual.

Rare also is a communications pro-
gram that goes to great lengths to ex-
plain what's new about its benefits
and encourage employees to rally be-
hind the changes.

At Falls Church, Va.-based Capital
One Finance Corp. nearly two years
ago, the prospect of embarking on a
new beginning in the benefits depart-
ment was challenging. The company
had spun off from Signet Bank and
needed to come up with its own bene-
fit program by January 1996.

“We wanted to show (workers) and
establish a new, exciting identity for
Capital One,” said Dennis H. Liber-
son, senior vp for human resources.
“We really started with a clean sheet
of paper and said, ‘What kind of bene-
fits do we want to provide?” That's a
rare opportunity in business.”

Pursuing thut opportunity led to an
Award of Excellence in the 1996 Bust-
ness Insurance Employee Benefits
Communication Awards competition.

The credit card giant’s first step was
to do focus groups in the spring of
1995, asking some of its 3,800 workers
in 10 locations what they wanted in
their upcoming benefits packages.
With few exceptions, workers said
they wanted more time off, a more
flexible way to use that time, and
more help in saving and investing
their money, Mr. Liberson said.

‘When the company put together its
new benefits program, a full-scale
communications barrage was begun
in October 1995.

This campaign was intended to in-

still enthusiasm about the new bene-
fits and to show them their sugges-
tions had been incorporated into the
“AdvantageOne Plan,” the new name
for employee benefits program.

The new benefits were important to
keep retention of current employees
high and to attract new workers seek-
ing good benefits, and a visible com-
munications program was needed to
publicize the many changes, Mr.
Liberson said.

New benefits included three weeks
of vacation for all full-time employees
after a year of service, a faster vesting
schedule for the employee savings
plan, and an improved child care pro-

Capital One sent out at least 15 sep-
arate pieces of employee benefits pro-
motions between October 1995 and
March 1996. These included post-
cards, posters, a videotape for use by
employee groups, brochures, newslet-
ters and a magnet listing important
benefits telephone numbers.

Last May, all employees received a
survey asking for further input on
benefits.

The spiral-bound benefits guide-
book distributed last year was easy-
to-read, thumb-indexed and made
generous use of summary boxes and
simple worksheets. The posters and
posteards were flashy and eye-catch-
ing.

“They wanted to create communi-
cation that grabbed people’s attention
quickly and didn’t look like your stan-
dard benefits communication,” said
Kathy Collura, a communications
consultant with Hewitt Associates
L.L.C. in Atlanta who advised Capital
One on its communication campaign.

—By Robert Kazel

Viacom units paramount
in blockbuster henefits campaign

NEW YORK—Welcome to Viacom
Ine’s 1996 employee benefit commu-
nication revue, ladies and gentlemen,
Our stars: MTV's Ren and Stimpy, Mr.
Scott and Dr. “Bones” McCoy from
“Star Trek,” and Forrest Gump. And
this year’s extra special guest: Mighty
Mouse.

If all this sounds like a bizarre and
eclectic TV show rather than a cam-
paign to inform 35,000 employees of
their benefits, that is because Viacom
itself is a collection of companies ded-
icated to churning out entertainment
the way other companies produce
soap or gaskets.

Viacom took an Award of Excel-
lence in the total benefits program
category in the 1996 Business Insur-
ance Employee Benefits Communica-
tion Awards competition. The compa-
ny’s benefits puides, enrollment
guides, brochures and investment kits
all prove that benefit materials can, in
fact, generate amusement instead of
confusion.

At the time the benefits campaign
was designed, Viacom was emerging
as a bigger and more diverse company
after its 1994 aequisitions of movie-
maker Paramount Pictures Corp. and
video rental giant Blockbuster Enter-
tainment Group.

In addition, Viacom is comprised of
five other business units: Viacom Cor-
porate, Paramount Theme Parks,
publisher Simon & Schuster, and
cable companies MTV Networks and
Showtime Networks.

Top administrators wanted to send
the message that Viacom was a single
corporation but still made of distinet
parts, said Marguerite Heilman, vp-
employee benefits.

Viacom undertook a fact-finding

campaign that culminated with the
colorful printed materials but that
began with discussions with hundreds
of employees.

More than 100 workers from
human resources were trained to go
out into the employee population and
hold informal meetings and gather
ideas about benefits; more than 1,000
employee meetings were held during
the course of the year, Ms. Heilman
said, In addition, a multidivisional
team of about 50 employees worked
together to plan benefits implementa-
tion and help design the benefits
guides.

To call attention to important
changes in plan design, the benefits
materials that emerged were filled
with playful illustrations gleaned
from the artistic treasuries of Via-
com’s constituent companies.

The cartoons and photos generally
illustrated the text, whether they were
a snapshot of the Addams Family
symbolizing family health care, a
toothy Lucille Ball and a giant tooth-
brush for dental plan features, or a
photo montage of a caught fish and a
passport denoting retirement.

The benefits campaign was espe-
cially important to Viacom because it
was the first big communications pro-
ject aimed at workers by the post-
merger ‘“new Viacom” said Cynthia
Phon, an associate at benefit consult-
ing firm Towers Perrin in New York,
which managed the project.

The unorthodoxy of some of the
materials did not interfere with the
smoothness of the benefits enrollment
process, she said, with virtually 100%
cf workers enrolling by telephone by
the deadline.

— By Robert Kazel

Ralston Purina top dog
with retirement effort

By DEBORAH
SHALOWITZ COWANS

ST. LOUIS—Retirement planning
requires the perseverance of the En-
ergizer bunny and is as critical for
employess as Kitty Litter is for cats.

To help employees plan for their
retirement, Ralston Purina Co,,

maker of Energizer batteries, pet
foods and other consumer products,

earlier this year undertook a major
educational campaign.

Ralston Purina’s “Retirement In-
come Maximizer” includes a person-
alized report for each employee,
summarizing their current retire-
ment savings and projecting future
retirement benefits, a workbook on
planning for retirement and finan-
cial modeling software.

To launch the campaign, Ralston
Purina offered three-hour seminars
conducted by consultants and
loaned employees unable to attend a
seminar a video on financial plan-
ning.

These efforts earned the St. Louis-
based company a Best of Show
award in the multimedia program
category of the 1996 Business Insur-
ance Employee Benefits Communi-
cation Awards competition.

Judy Hoffman, manager of bene-
fits planning and communication,
noted that two employee surveys the
company conducted last year “indi-
cated a strong desire on the part of
the employees for more information”

about retirement planning. Also,
Ralston Purina’s employee stock
ownership plan will expire at the
end of 1998, and “at that time, we
would anticipate there will be some
changes to the (savings) plan,” she
added.

Ms. Hoffman said the plan’s future
design has not been determined yet.

Ralston Purina spent $400,000 on
the educational campaign. A lot of
the cost stemmed from the work-
shops Price Waterhouse L.L.P. con-
sultants conducted, Ms. Hoffman
noted.

Ralston Purina has 8,561 employ-
ees in 43 locations.

The ‘‘Retirement Income Maxi-
mizer” campaign uses a mountain
climbing theme in all the materials.

The theme enabled the company to
teach employees that retirement is a
four-step process requiring planning
and the right tools, explained Mark
Ward, a communications manager
for Price Waterhouse in Chicago,
which consulted with Ralston Puri-
na on the campaign. The theme re-
minds employees they are “actually
reaching toward a goal” and “climb-
ing toward something,” he said.

A personalized retirement income
report was mailed last April to each
employee’s home.

The eight-page bound booklet told
each employee his or her savings
plan balance and projected the
worker’s future Social Security in-
come and pension plan balance
under the company’s defined benefit
plan.

Each page of the booklet has at
least two colors, and most pages fea-
ture either a chart or a graph incor-
porating more colors.

The workbook each employee re-
ceived at the seminars was a three-
ring binder with 54 pages, all using
at least two colors.

The text contains numerous multi-
colored graphs and charts, as well as
sketches of mountains, climbing gear
and climbers.

Chapter headings carry through
the mountain climbing theme: Intro-
duction: Scaling Down the Process;
Step 1: Analyzing Your Situation;
Step 2: Getting a Grip-Refining
Your Assumptions; Step 3: Continu-

ing to Climb-Implementing Your
Plan to Meet Your Goals; and Step 4;
Checking Your Footing-Monitoring
Your Investments.

The workbook is filled with prac-
tical advice on actually doing calcu-
lations.

It features a case study of a hypo-
thetical married couple, Ralph Puri-
na who works for Ralston Purina,
and Rachel Purina who works for
another company. Each chapter uses
the Purinas’ situation to illustrate
the material.

Financial modeling software was
distributed to employees upon re-
quest after the seminars. The soft-
ware enables employees to use a per-
sonal computer to do the
calculations and projections.

Ralston Purina also produced a
video covering highlights of the sem-
inar for new hires and employees un-
able to attend one of the retirement
planning seminars. The 42-minute
video also has a few lighthearted
touches.

For example, the video begins
with a black-and-white nightmare
scene in which a straight-laced ac-
countant-type tosses reams of paper
into a pile as he talks to five employ-
ees about all the laws and regula-
tions addressing retirement and sav-
ings plans.

Then a man, named Max, appears
dressed in a dark suit, white shirt
and red tie wearing a backpack.
“You don’t have to climb a mountain
of paperwork” to do adequate retire-
ment planning, he says, as the video
switches to full color.

For the rest of the video Max
stands a few inches tall next to the
workbook on a table the five em-
ployees are sitting around. Max dis-
cusses the content of the workbook
and answers occasional questions
from the employees.

One section of the video contains a
takeoff on the television program
“Wheel of Fortune”; Max spins a
wheel of investments to explain dif-
ferent investment categories.  IEll

Home Depot uses flashy tools to build
interest in new 401(k) savings plan

ATLANTA—Humor. modern col-
ors and bold design are the founda-
tion of The Home Depot Inc.’s pro-
gram to communicate to employees
a new 401(k) savings plan called Fu-
tureBuilder.

Before this year, Home Depot’s
only retirement benefits were an
employee stock ownership plan and
an employee stock purchase plan.

Beginning April 1, however, the
Atlanta-based retail home improve-
ment chain began offering some
55,000 eligible employees a 401(k)
savings plan with a 50% company
match, up to 5% of annual pay. Em-
ployees have a choice of six invest-
ment funds, including a company
stock fund.

To generate excitement for the
new plan, Home Depot began hold-
ing meetings with employees in Jan-
uary and distributed a Future-
Builder highlights brochure.

The brochure, like all other print-
ed materials in the program, uses
pumpkin as its predominant color.
Tleana Connally, director of benefits,
explained that orange is Home
Depot’s traditional color; all stores
are painted orange, store interiors

are decorated with orange, workers
wear orange aprons and the logo is
orange. Using pumpkin in the print-
ed materials “gave us the opportuni-
ty to keep the tradition but change it
so people saw something new,” she
added.

The printed materials incorporate
other deep, modern colors, such as
eggplant, forest green, gold, laven-
der, rust, raspberry and black.

In early February, Home Depot
mailed a postcard announcing the
plan to employees’ homes. Two
weeks later another postcard was
distributed with workers’ pay-
checks, and at the end of the month
employees, received a savings plan
enrollment kit during small group
meetings.

The enrollment kit included an
enrollment instruction sheet, a fund
prospectus, a fund performance
sheet, a personalized enrollment
form and a savings estimator wheel
that allows workers to calculate
their short- and long-term savings
based on different salary and sav-
ings levels.

Home Depot, which has 425 loca-
tions, also showed a humorous 14-

minute video at the meetings.

The video is about a 27-year-old
worker who falls asleep during a
training video and has several
dreams that cleverly impart infor-
mation about the new 401(k) plan.
In his dreams the worker visits a
doctor, a bank officer and a fortune
teller.

After the worker wakes up from
his dreams, the other employees
tease him about sleeping during the
training video; he responds by re-
viewing all the main points of the
new savings plan.

The entire FutureBuilder program
earned Home Depot an Award of
Excellence in the multimedia pro-
gram category of the 1996 Business
Insurance Employee Benefits Com-
munication Awards competition.

The program was quite successful:
About 33,000 of 55,000 eligible em-
ployees enrolled in the program,
with an average deferral amount of
more than 6%, according to Ms.

Connally.

Kwasha Lipton LL.C. of
Fort Lee, N.J, consulted with
Home Depot on the program.

—By Deborah Shalowitz Cowans
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This hospital equipment for employees,

By SALLY ROBERTS

INDIANAPOLIS—When Metro-
politan Life Insurance Co. showcased
its benefit information kiosk to its
customer advisory board in 1991,
Marty DuRall, team leader-human
rasources for Community Hospitals of
Indianapolis immediately said, “This
will be the communications tool of the
future.”

Community Hospitals soon became
Met Life’s first pilot project to imple-
ment the communication technology
in its three hospital locations.

“We see it as a valuable mode of
communications. However, we didn't
know if our employees would use it or
not,” recalled Ms. DuRall. “Some

“T believe we will go ferward, but I
can’t say iz affirmatively,” she said.
“We've received very positive feed-
back from employees.”

The cost cf the kiosks, for whizh
Met Life received a government
patent, have come dow ecnsiderably,
said Jim Valentino, sexior vp-corpo-
rate marketing for Met Life, who is
working wita Commun:ty ospitals
on the pilo: project. In 19¢3 wken the
kiosks wers Zirst integrazed, thay cost
up to $60,00C each, he sa:d. The cos: is
down to akout $20,000 tcday.

Each employer must decide whether

10 share this cest with its employees.
~WEkil= Met Zife has yet to roll out

* the kiosks on a nationwide bzsis, the

pilot projec: at Community Hospitals
is allowing a2 insurer to understand
and learn a’l the issues that accompa-
ny this kind o7 technology.

For examplz, i: was not only critical
to learn hcw tke technology works,
but wkat it =zkes to make employees
use the kiogk, what design is most ad-
vantageous what product informa-
ion to provide end now to ses up the
custcmer service back office, Mr.
Valentno explaired

not patients

To implement the kiosk effectively,
it requires the convergence of such de-
partments and issues as product in-
formation, legal, technology, licens-
ing, advertising and marketing, he
saic. “It’s critical that employees find
out what they need when they want it,
not when the employer wants to com-
municate it,” Mr. Valentino said.

Technology today enables employ-
ers to communicate benefits at the
convenience and control of the em-
ployee, he said.

As important is the need to access a
knowledgeable person to discuss ben-

efit questions. That is where video
conferencing technology within Met
Life’s kiosk comes into play.

Not only do employees and benefit
professionals s2e and talk to each
other through the kiosk, -hey are both
looking at the same informaticr on
the screen, addad Terry Malone, pro-
ject leader at Met Life.

Continued on next page

adapted to it very quickly, whereas ' ] . S
other are starting to adapt now.” ‘

Gl s TALK ABOUT SER

1993, the three benefits information

kiosks offer Community Hospitals’ .

5,000 employees a variety of benefits
information in a private, convenient,
comfortable atmosphere.

Each kiosk offers video conferenc-
ing technology that allows employees
to talk face-to-face with a benefits ex-
pert who can explain benefit plans as
well as answer questions.

It also “is open 24-hours a day,
seven days a week, giving employees
much better access” to their benefits
and retirement information, Ms. Du-
Rall said.

Hospital employees can access the
kiosk in a location easily accessible to
them at their convenience and obtain
information about Met Life’s tax-
sheltered annuities, its automobile
and homeowners policies and its uni-
versal life product, for example, Ms.
DuRall said. Community Hospitals
also offer employees personalized
benefit information, benefit state-
ments, retirement estimates, job
transfer information and employee
opinion surveys.

The hospital currently is installing a
job posting application offering em-
ployees’ access to positions open in-
ternally, Ms. DuRall added.

“We're real excited about all the po-
tential applications” on the kiosk, she
said. It can offer everything from cor-
porate videos to employee e-mail to
selling products and services, she said.

Community Hospitals’ Benefits In-
formation Center won Best of Show
for high technology communication in
the special project category of the
1996 Business Insurance Employee
Benefits Communication Awards
competition.

Now in its third year of testing at
Community Hospitals, Ms. DuRall is
faced with deciding if the hospitals
will buy the kiosks.

“Right now, other vendors are not
delivering their products on the
kiosk™ because it is a pilot project be-
tween Met Life and the hospital, Ms.
DuRall said. “If we're really going to
push this as the major mode of com-
municating benefits, we need to push
other vendors on to the kiosk.”

“We're discussing the pros, cons
and cost” and will make a decision by
the end of October, she said.
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Video conferencing also is benefi-
cial because “the expert can see 1f an
employee is perplexed,” Mr. Valenti-
no said. The expert can print out the
information for the employee and tell
him or her to go home, think it over
and meet back at the kiosk the next
day at a specific time, for example.

The kiosk also allows employees to
bring spouses in to decide on a bene-
fit or retirement plan, Ms. Malone
added.

The kiosks do not replace phones
and paper, Mr. Valentino said. “Ii
works in conjunction with them’ and
allows employees to stay in control of
their benefits information. En

Calendar serves chefs monthly health tips

By SALLY ROBERTS

ARLINGTON, Texas—To com-
municate basic :nformation tc air-
line chefs about how to stay
healthy, LSG/SKY Chefs cooked
up a visual feast.

The main course was a
“HealthSmart Calendar,” which
features 12 months of information
and tips on health and wellness.
The wall calendar is illustrated
with a handful of black and white
photographs depicting the 1950s,
because that era evokes family

values and traditions. The moaths
also feature colorful backgrounds
portraying modern times, in which
improved technology allows peo-
ple to take care of themselves and
families better than ever before.

The communication effort,
which cost the airline caterer a
total of $47,000, was carefully
prepared by benefit and comamu-
nication specialists.

LSG/SKY Chefs’ 11.008-person
workforce is made up of mostly
non-English-speaking airline
chefs with an average sixth-grade

education.

Because of this, “we needed a
very visual” communication piece
that relied heavily on graphics
and photos, not words, to send a
message, said Cheryl Flynn, vp-
compensation and benefits for Ar-
lington, Texas-based LSG/SKY
Chefs.

Indeed, a calendar, rather than a
brochure or payroll stuffer, is a
more effective way to communi-
cate and promote a healthy
lifestyle to LSG/SKY Chefs’
workforce, according to Laurie

Korinek, a principal with Partner-
Source Inc. who assisted LSG/
SKY Chefs with the project.

While the employees need well-
ness communication, “they don't
read much,” Ms. Korinek said.
With an attractive calendar, how-
ever, it is more likely they will
read the information because they
“can hang the calendar up month
after month and have the entire
month to read it.”

LSG/SKY Chefs’ calendar won
a Best of Show award for print
communication in the special pro-
ject category of the 1996 Business
Insurance. Employee Benefits
Communication Awards competi-
tion.

In addition to “literacy issues,”
LSG/SKY Chefs also has a very

culturally diverse workforce,
noted Doris Taylor, corporate
manager of health promotion and
wellness for LSG/SKY Chefs.

“We tried to break down the lit-
eracy level by making sure we re-
lated the words to the pictures,”
she said. And to recognize the
company'’s cultural diversity, each
of the 1950s black and white pho-
tos used in the calendar represents
a variety of age groups and cultur-
al backgrounds.

For instance, February was
“Heart Health Month” and fea-
tures a black and white photo of a
nurse and doctor listening to the
heartbeat of a baby while the
baby’s mother looks on. Each of
the characters is black, and the
picture is surrounded by a bright
red background with drawn
hearts.

Complementing the picture and
graphics, the calendar page not
only shows important dates dur-
ing the month, but also gives em-
ployees reminders to see their pri-
mary care doctors for regular
checkups, to get their blood pres-
sure and cholesterol checked, and
for warning signs to recognize if a
heart problem exists.

Getting cholesterol checked may
seem obvious, “but it is not so ob-
vious for someone that just came
over from the Philippines,” Ms.
Korinek said.

In July, the calendar reminded
employees of LSG/SKY Chefs’
employee assistance program. The
black and white photo depicts a
white homemaker with an exas-
perated loock on her face while
ironing. “Overwhelmed?” it asks.
“Call the EAP.”

The page then tells employees
about their EAP benefits and
gives the toll-free number for
them to call.

“We had lots of fun rejecting
pictures and trying to find pic-
tures with various cultures and
age groups,”’ Ms. Taylor said.

Ms. Flynn said that with each
new monthly theme, the company
also sends out additional promo-
tional material to help highlight

See Chefs on next page
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Continued from previous page
the month's theme.

The company wants to get across
that “health care is an impo-tant
issue 10 us, to them and to their fami-
lies,” she said.

The 1996 calendar—the seconel one
LLSG/SKY Chefs has produced—is
based on last year’s calendar, ernd a
similar 1997 calendar is now in pro-
duction.

“We will continue to take the well-
ness approach,” Ms. Taylor szid of
the 1997 calendar’s theme.

However, after reviewing informa-
tion from employees’ health risk ap-
praisals, “we found out emp oyees
are not engaging in exercise at the
rate they need to. There also are nu-
tritional issues.” she said. “So the
theme will be aligned toward those
issues.”

In addition, “we'd like the ca_eadar

Employee
Benefits
Communication
Awards

to become morz interactive,” Ms.

Taylor said.
One suggestion being considered is

attaching coupcns to the calendar

that may, for example, be used to off-
set an employee’s co-payment on a
visit to his or her primary care physi-
cian for a physical, Ms. Flynn said.
Focus groups at LSG/SKY Chefs
revealed the calendar has been a suc-
cess: Ninety percent of the employees
who received the calendar put it up;
80% read the content; and 50% made
a lifestyle change after reading it. IEIl

Software company provides workforce
401(k) information over intranet

PLEASANTON, Calif—With a
mostly remote workforce <hat is
growinz by &n average of 125 em-
ployees a month, PeopleScft Inc.
turned to eyberspace to adaress its
benefits communication needs.

Starting last May, employees of
the Plecsanton, Calif.-based soft-
ware manufacturer began accessing
401(k) plan information via a home
page on the company’s intranet,
PeopleSoft's internal computer net-
work.

Beginning next year, employees
also wil. be enrolling in the compa-
ny’s benefits program ove: a new
benefil intranet application, said
Wendy Mitchell, PeopleSofl’s bene-
fit manager.

“A majority of our workforce
travels, so it's hard to hold employ-
ee meetings,” Ms. Mitchell said.
And with an expanding work-
force—currently about 1,200—it is
difficult to educate all the rew em-
ployees every month.

jut with the new intranet site,
employees can go online any time,
any day, and access quarterly state-
ments, investment “und information
and 401(k) plan summaries.

Employees also can estimate how
much they are saving in taxes by
contributing to the 401(k) plan and
perform other moceling features.

Lmployees now are accessing
“more in-depth information about
their 401(k) plan than we can give
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Call us at 1-800-332-5455, ext.7777.
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#1 Disease Management

Express Scripts

Progressive Healthcare Management
http://www.express-scripts.com

them in person,” added Holly
Schafer, PeopleSoft's human re-
source information systems manag-
er.

The online site and interactive
statement system, which cost Peo-
pleSoft $30,000, do not replace Peo-
pleSoft’s existing interactive voice
response system, though.

In faet, any 401(k) fund transac-
tions or rollovers have to be made
on the voice response system. The
intranet site does not currently have
that capability, but it could be
added in the future.

PeopleSoft’s 401(k) site and inter-
active statements won an Award of
Excellence for innovative commu-
nication in the special project cate-
gory of the 1996 Business Insurance
Employee Benefits Communication
Awards competition,

Special
Projects
Innovative
Comm.

The whole approach behind the
online site is “push and pull” com-
munications, said Kathleen A.
Collins, senior consultant and head
of the communications group at
Coopers & Lybrand L.L.P. in San
Francisco. She assisted PeopleSoft
in the project.

PeopleSoft “pushes” the interac-
tive quarterly 401(k) statements to
employees, and from those employ-
ces can “pull” additional informa-
tion otf the online site.

The quarterly statements “cap-
ture an employee’s interest,” Ms.
Collins said.

By using pie charts and other
graphies in the statements, employ-
ees more easily can understand
their personal fund choices. And
with the hypertext links included at
the bottom of the statement, em-
ployees can easily access more in-
formation on the company’s in-

tranet that will answer any
questions triggered by the state-
ment

The new site also is saving Peo-
pleSoft money and helping it
achieve its goal of working in a pa-
perless environment.

With the new intranet benefits
page under development, for exam-
ple, all provider information is
stored on the site, eliminating the
need to supply employees with
provider directories.

“Provider directories cost
$30,000" to produce, Ms. Schafer
said. “T can’'t imagine the money
we're saving” by storing that infor-
mation on the benefits page, she
said

The online sites also contribute to
PeopleSoft’s goal of becoming pa-
perless

When employees go to enroll in
their benefits program in January,
for example, their information will
be downloaded directly into the de-
partment’s database, “so no paper
ever exchanges hands,” Ms.
Mitchell said.

By Sally Roberts



... take a
ride with

Now you can find Business Insurance online at BI th
www.businessinsurance.com on the World Wide Web. On e

And just as you rely on BI's weekly issues for up-to-the-minute, in-depth news reporting and tracking of

trends and developments, you'll rely on BI's online departments for:

UPDATES — late breaking news items from the magazine updated every Friday evening,

Internet.
MAGAZINE — information about BI, staff profiles, editorial calendar listing spotlight
reports, listings of directory issues, special events and services, and the opportunity to SUBSCRIBE FEEDBACK
subscribe or renew your subscription to the newsmagazine, directly, online.

INTERNET ARTICLES — articles from past issues of Bl about internet-related issues. UPDATES

GLOBAL FOCUS — articles from BI's Global Focus demographic section ... reporting

on international risk management issues and sent only to subscribers outside the U.S. e . ’:""‘f;::f e G
DATEBOOK — a searchable listing of industry-wide meetings and events. ._ MAGAZINE ‘ I .:jr
ONLINE FORUMS — a forum for users to exchange information and discuss a wide V ; e

range of risk management or benefits management topics. ; INTERNET ARTICLES
WEB LINKS — you'll find a directory of sites on the World Wide Web of interest to risk ;

and benefit managers.

Plus ... at the click of a button, you can ...
B SUBSCRIBE or renew your subscription to BI's weekly issues
B send your FEEDBACK directly on our home page. DATEBOOK

So if you're among the more than 155,000%* regular weekly readers of the newsmagazine — corporate ONLINE E ORUM
executives responsible for risk management, employee benefits and managed health care ... an insurer, o - s
reinsurer, agent, broker, consultant, managed care executive, attorney, or among the scores of others —

you won't want to take a ride on the Internet without visiting BI's home page at ... s WEB LINKS

www.businessinsurance.com

*Includes pass-along readership - e — ] \\
/ &
/ NEW YORK: 220 E. 42nd Street « NY 10017-5806 = 212/210-0133 = Fax: 212/210-0704 us,ness
/ CHICAGO: 740 N. Rush Street * IL 60611-2590 « 312/649-5276 + Fax: 312/849-7799 ’nsu’ "
LOS ANGELES: 6500 Wilshire Blvd. « CA 90048-4947 = 213/651-3710 * Fax: 213/655-8157 ‘ ®

/ www.businessinsurance.com






FAST-TRACKED: APRIL 9,1970
DOWNSIZED: MARCH 10,1995

\ (EMPLOYMENT PRACTICES LIABILITY INSURANGE CREATED: MARCH 12,1992)

=

After the Federal Employment Discrimination Laws under Title VII were expanded in 1991, Lexington was
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suits continue to rise in frequency and severity, Lexington continues to work with the companies we insure to help
identify and reduce potential employment problems. Call your agent or broker to find out how the largest U.S.-based
excess and surplus lines underwriter can help you, or call 617-772-4586.
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Responsive Solutions®

A policy of helping insurers anticipate risk.

Regulatory pressures, increased competition - :

and a changing risk profile have caused insurance .

comipanies to seek a wider array of capital-raising -

akernauves.

‘ Whatever the challenge, First Union’s
Rinancial Institutions Group can help. With
responsive solutions designed to meet each
client’s'unique needs and demanding timetables,
we can prepare you for any possibility.

- That's why, since year-end 1993, the Financizl
Institutions Group has participated in nearly 49
transactions, representing over $6 billion in
capital raised.

$110,000,000
Senior Credit Facility
for the Acquisition of Viking Insurance

by

Guaranty National Corporation

The undersigned structured, arranged
and syndicated this financing.

First Union Capital Markets Corp.

FRTEN

$1,000,000,000

Revolving Credit/Term Loan Facility
to pay loss claims in the event of
a windstorm

for

The Florida Windstorm
Underwriting Association

The undersigned acted as a
Co-Arranger for this transaction.

First Union Capital Markets Corp.

FREN

©1996 First Union Corporation

Perhaps First Union should be on your
short list if you're looking for a capital markets
partner. VWe'd like the opportunity to show

you why.

$100,000,000
Senior Revolving Credit Facility

for General Corporate Purposes,
Including Commission Financing

for

Western National Corporation

The undersigned agented, structured
and arranged this facility.

First Union Capital Markets Corp.

FRTN

$25,000,000
Interest Rate Cep
for
The Liberty Corporation

The undersigned originated and
structured this transaction.

First Union National Bank
of North Carolina

FREN

$600,000,000
Senior Secured Credit Facilities

for the Acquisition of CCP Insurance, Inc.
and General Corporate Purposes

by

Conseco, Inc.

The undersigned acted as documentation
agent for this transaction.

First Union Capital Markets Corp.

FRTN

$10,000,000
Equity Commitment

for

a Life, Accident and Health
Acquisition Partnership

by
Knightsbridge Capital Fund I, L.P.

The undersigned participated
in this transaction.

First Union Corporation

FRTON

These announcements appear as a master of record only. First Union Capital Markets Corp. and First Union Nationpal Bank of
North Carolina are corporate affiliates and subsidiaries of First Union Corporation.
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Health plan hooklet
takes off for Boeing

By RODD ZOLKOS

SEATTLE—Though savings was
much on their minds in encourag-
ing employees to move to managed
care, officials of The Boeing Co.
also wanted to ensure those em-
ployees understood the new op-
tions and saw them as quality al-
ternatives.

By spelling out the various op-
tions in an easy-to-use enrollment
kit—including plan comparisons
set out in chart form—Boeing suc-
ceeded in all those goals and
earned a Best of Show award in
the single subject booklet category
of the 1996 Business Insurance
Employee Benefits Communica-
tion Awards competition.

According to Lyn Siep, manager
of employee benefit communica-
tions for Seattle-based Boeing,
before the most recent health plan
enrollment, about 85% of Boeing
workers participated in a tradi-
tional medical plan.

“That plan was very costly” for
the company, Ms. Siep said. “The
cost had jumped about 250% in
eight years.”

“Boeing wanted to move some of
that 85% into more cost-effective
plans,” she said. “Of course, the
challenge that we faced was that
the workers were very happy with
that very rich plan.”

“One of the things I think Boe-
ing did want to accomplish was to
shift the population to managed
care,” said Shirley Robertson, a
managing consultant with A. Fos-
ter Higgins & Co. Inc. in Seatile
who worked with Boeing on the
health plan enrollment package.
“But they wanted to make sure
their employees and their families
were very well-informed of what
that entailed.”

The enrollment package was in-
tended to be “very friendly, very
informative and very education-
al,”” Ms. Robertson said, to assure
people “that the program they
were getting was a good program,
that it wasn’t a takeaway but that
there were choices to be made.”

As part of that effort, the pack-
age explains the basics of the
managed care program and in-
cludes a decision planner that
gives employees a vehicle for ex-
amining what may be key health
care considerations in their lives
and how the “Coordinated Care,”
as Boeing refers to the managed
care option, would apply to those
considerations.

“The idea was to show people
that this was a way to have com-
munity-based, integrated health
care and show them the advan-
tages of that kind of care,” Ms.
Robertson said. At the same time,
the package was meant to make
them aware that if they wanted a
system that provided maximum

choice, they could still have the
indemnity plan.

Another factor in developing the
package is that the Boeing health
plan population, which includes
about 121,000 employees and re-
tirees across the United States and
overseas, “is pretty well varied,”
with both large numbers of hourly
assembly workers and large num-
bers of engineers.

Consequently, the package had
to be designed to accommodate
both those who wanted just the
most essential information pro-
vided in the most straightforward
fashion possible, and those who
really wanted to be able to re-
search various details of the
health plan options.

“That’s where the chart that re-
ally compared the plans came in,”
Ms. Robertson said.

While the overall package seems
large, “It was designed for every-
one from people who wanted to
spend five minutes with it and
knew exactly what they wanted to
do to people who wanted to
spread it out on their dining room
table and check out the various
options with their spouse,” said
Ms. Siep.

Every information package in-
cludes a provider directory. In as-
sembling that directory, Boeing
sought to present the information
provided by the various networks
in as consistent a format as possi-
ble.

The company also made the di-
rectory available on the World
Wide Web in a fashion that allows
a plan participant to lock for a
particular doctor and see the vari-
ous plans that include that doctor.

Elements within the enrollment
kits varied with the employee’s
job classification and location.
The result was 34 different enroll-
ment kits using various combina-
tions of 77 different communica-
tions pieces.

Boeing also offered employees a
financial incentive to make the
switch to a managed care plan.
The company provided a taxable
$600 cash incentive if they
changed plans this year, and will
provide $400 in 1997 if they stay
with the plan and $200 in 1998 for
workers that remain in the man-
aged care program.

Ms. Siep said Boeing has heard
from many other companies inter-
ested in that approach.

The $3 million effort also
marked the first time Boeing
asked all its plan participants to
re-enroll in the health plan, even
those opting to remain in the tra-
ditional medical and dental plans.
“So of course a major goal was
getting everybody to do it,” Ms.
Robertson said.

Employees could enroll either
by phone or in writing, and in fact
95% of the plan participants en-
rolled through the telephone sys-
tem. “We just wanted them to en-
roll, but since we went to the
trouble of creating a telephone en-
rollment program, we wanted
people to use it,” the consultant
said.

Ms. Siep said the results of the
enrollment package far exceeded
what the company might have an-
ticipated.

“We were overwhelmed by the
success,” she said, “Slightly more
than 50% of the employee popula-
tion chose one of the new plans.
We had no idea what to expect,
but we were overwhelmed with
the result.”

AT&T conhects
with health
reference hook

BASKING RIDGE, N.J—When
Basking Ridge, N.J.-based AT&T
sought to create a new health plan
reference book, the goals were to cre-
ate something that would be clear, in-
formative and usable.

By providing information both in
narrative fashion and charts, assem-
bling it in tabbed sections and pre-
senting all the information in a “lay-
ered” fashion, the company’s 66-page
volume accomplishes that goal.

In fact, the booklet, an Award of
Excellence winner in the single-sub-
ject booklet category of the 1996 Busi-
ness Insurance Employee Benefits
Communication Awards competition,
gives valuable information before
readers open it.

A banner wrapped around the

booklet provides a quick cverview of
any basic plan changes in the pro-
gram covering AT&T’s Communica-
tions Workers of America and Inter-
national Brotherhood of Electrical
Workers employees at 42 point-of-
service network sites nationwide.

In addition to presenting coverage
descriptions in a clear format with an
emphasis on plain English rather than
“benefit-ese,” the dooklet’s “layering”
approach makes that information
easily accessible.

“AT&T has a very large union pop-
ulation, and that’s what the book real-
ly was for,"” said Donna Jones, manag-
er of health and insurance in AT&T's
corporate benefits office in Morris-
town, N.J, “It was to further educate
our occupational employees on man-
aged care.”

It's structured so that a reader can
get as deeply intc a subject as de-
sired—obtaining a quick answer to a
specific question, reading the stand-
alone section on the larger topic or
reading the entire booklet.

“Not everybody reads a reference
sook from cover tc cover,” Ms. Jones
said.

Brief explanations at the beginning
of each section present a quick
overview of critical conceps in the
section, while charts, lists and high-
Tlighted blocks of information present
key facts in a variety of ways.

In developing the new books, AT&T
worked with its insurers in an effort

to make employees feel as though
they'd been prepared by a health in-
surance company rather than a
telecommunications giant.

“We're trying to make our educa-
tional materials look and feel like
they’re coming from the insurance
company rather than AT&T,” Ms.
Jones said.

At the same time, AT&T had been
collecting specific information on
areas of the health plan that workers
were struggling with, so company of-
ficials felt strongly about being closely
involved in producing the initial
round of books to ensure those prob-
lem areas were adequately addressed.

“For the future now the insurance
companies will take over that pro-
cess,” Ms. Jones said.

The company also worked closely
with employee unions’ delegates on
the book's design, “so they really feltit
was part their book.”

New York-based ASA Communi-
cations Inc. assisted AT&T in devel-
oping the booklet.

Alan Turetz, an executive vp at
ASA, suggested that the reference
books’ layered structure was driven
by their purpose.

“Employees use this as a reference
document,” he said. “You typically
don’t sit down to read these unless you
need medical care. So you want to
have detailed information and you
want it to be user-friendly.”

-By Rodd Zolkos

Investment education pays off for Tribune Co.

CHICAGO—On one level, Tribune
Co.’s goal for its “Planning for the Fu-
ture” investor education effort was in-
creasing participation in the compa-
ny’s voluntary savings incentive plan.

In a broader sense, though, the
company hoped to simply make its
employees better investors,

“Our goal was really to increase
participation but also to educate peo-
ple on financial matters,” said Sheryl
B. Favia, director of compensation,
benefits and human resources infor-
mation systems at Chicago-based Tri-
bune Co. “With the changing of the
(Department of Labor) position on in-
vestor education we really thought it
was a time to go ard educate our peo-
ple on investment instruments.”

In addition to voluntary employee
meetings to discuss investing and the
savings plan, Tribune Co. prepared an
educational kit that included an ex-
planation of the importance of savings
and basic investment concepts, defini-
tions of investment terms and an ex-
planation of the Tribune savings in-
centive program.

The package, an Award of Excel-
lence winner in the single-subject
hooklet category of the 2996 Business

Insurance Employee Benefits Com-
munication Awards competition, also
included a “Five Step Investment Pro-
gram” that features a “risk quiz” that
allows a participant to measure his or
her risk tolerance ta help shape in-
vastment strategy.

And a “2-Minute Retirement Sav-
ings Planmer” contained in the pack-
age illustrated just how employees’
savings could grow over time.

“Adult education theory shows if
you have the people whose behavior
you're trying to modify actually par-
ticipate—not just reading a book—
they're more likely to learr,” said
Shellie Unger, a principal w.th The
Vanguard Group in Malvern, Fa., who
worked with Tribune Co. on the pro-
jeet.

“We felt that the only way to really
accomplish this was to really get out
thare in people’s faces with very user-
friendly materials,” Ms. Favia said.

With employees at 30 locations
accoss the country in operations in-
cluding not just newspapers but
broadcasting, entertainment, book
publishing and education, Tribune
Cc. has a varied culture among its
9,00 employees. But Ms. Fav.a said

she thinks the investor education
package hit the right level.

“There was something in it for ev-
erybody in terms of a starting point
for developing their own personal
portfolio. Even if they're not in the
plan, we hope people will use it,” she
said

On the basis of savings plan partici-
pation, “Planning for the Future”
which cost $150,000 including con-
sulting fees, production, distribution
and mailing costs, clearly succeeded.
Prior to the communication effort, the
plan had “pretty low participation,”
Ms. Favia said, of about 60% of eligi-
ble employees.

As of July 1 that participation rate
had grown to 68% of the 7,300-plus
eligible Tribune employees, and Ms.
Favia said she expects that growth to
continue.

And she said there are also signs
that the program succeeded in its goal
of educating employees on invest-
ments. “We felt that it really helped
people understand risk,” she said. It
also helped Tribune Co. employees
understand that “being too conserva-
tive could be risky.”

-By Rodd Zolkos

Untested

By JOANNE WOJCIK

REDWOOD CITY, Calif—More
than 100 stars were born when Oracle
Systemns Corp. held auditions for its
employee benefits video.

In fact, the talent was so great that
all the Oracle employees who re-
sponded to the casting call got star-
ring roles in the production of “Play a
Part in Your Benefits.”

“We thought, ‘How are we going to
get employees excited about some-
thing like benefits? ” recounted Aldy
Duffield, benefits manager of the
database software development com-
pany.

The film was made to educate Ora-
cle’s 6,000 employees about changes
made to ORACLEflex, the company’s
flexible benefits plan.

“But we had a limited budget and
didn’t want to spend it on professional

actors. So this was a great way to en-
tice employees to perticipate,” Ms.
Dufield explained.

talent henefits Oracle

Oracle spent just $55,000 on the
project, which won Best of Show in
the audio-visual category of the 1996
Business Insurance Employee Bene-
fits Communication Awards competi-
tion.

Since then, the video has also
won a “Cindy,” or Cinema-in-Indus-
try award, in the San Diego Assn. of
Visual Communicators competition,
according to Bill Zabit, president of
Zabit & Associates Inc. of Sausalito,
Calif. Oracle hired Zabit & Associates,
an employee benefit communications
consulting firm, to produce the pro-
ject.

Oracle’s benefits department adver-
tised its “casting call” in fall 1995 with
posters and fliers strategically placed
throughout the company’s Redwood
City, Calif., headquarters. Those who
auditioned were promised free T-

See Oracle on next page
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shirts and the opportunity to win
prizes,

The response was overwhelming.

“Over 100 employees took the time
todoit,” said Ms. Duffield.

And some employees were so in-
spired by the opportunity to become
“stars” that they lent their own cre-
ativity to the project.

For example, Programmer David
Des Roches wrote and performed a
song about the exploits of Oracle
Chief Executive Officer Larry Ellison
to the tune of Jim Croce’s “Bad, Bad,
Leroy Brown.”

Siddhartha Agarwal, a tech support
consultant, never broke character
while in the role of “401(k) man” de-
spite the director’s continuous asser-
tion during the filming that his audi-
tion was to be last,

“That’s the problem,” he said. “Ev-
eryone always puts off thinking about
ratirement.”

“He really took his role to heart,”
said Ms. Duffield.

After Mr. Des Roches’ piano perfor-
mance, the video cuts to a disclaimer:
“Over 100 Oracle employees partici-
pated in the making of this video.
Nothing like this has ever been at-
tempted before... Now we know
why.”

The next scene opens with two di-

rectors discussing how they will cre-
atively tell the Oracle benefits story
without any real “talent.”

They lament: “It’s not happy, it's
not sad, it’s.. .”

“It's employee benefits, and it's a
story that has to be told,” interjects
Oracle Benefits Director Elizabeth
Grover in a deadpan voice.

The video then takes the viewer
backstage.

As one director asks the other
“Who's up next?” the camera closes in
on groups of employee-actors wearing
minimalist costumes of masks and
printed T-shirts.

The 16-minute program is consis-
tently lively and moves with the fast
pace of a rock video.

“I represent group legal,” says one
actress wearing a rubber shark nose
to a puzzled director.

“Don't you get it?” a group of actors
responds.

Lugubrious music introduces the
actor portraying “Accidental Death
and Dismemberment” who is appro-
priately attired in black.

A couple of giggling piglets describe
the companies’ flexible spending ac-
counts like Tweedledum and Twee-
dledee.

Throughout the video, characters
encouraged viewers to “Read the
Book"—referring to the company’s
employee benefits manual—in a man-
ner reminiscent of the government ad-
vertisements for its free “Consumer

Information Catalog” from Puebla,
Colo., on television several years ago.

“The challenge was in the script-
ing,” explained Mr. Zabit.“We want-
ed everybody who came to the audi-
tion to be in the film.”

In addition to Oracle’s lccal “tal-
ent,” 12 Zabit & Associates employ-
ees, led by Creative Assistant Jennifer
Kramer, worzed on the film.,

At the screening in May 1995,
awards were handed out to best actor,
actress and so on, with the top prizes
including a video camera and an all-
expenses-paid trip to “Hollywood”—
of course.

“You really felt like you were a
movie star with makeup and cos-
tume,” said Ms. Duffield, whao herself
played one of the “rapping” doctors in
the video.

“TI was the EPO rapper,” she said,
referring to the scene in which em-
ployees dressed as doctors explain tne
difference between the various health
plan options using a “rap” written oy
M. Zabit.

Appliance maker’s statement solid

By ROBERTO CENICEROS

CLEVELAND—Attracting  and
keeping qualified employees, espe-
cially ones willing to relocate abroad,
can be a challenging task.

So White Consolidated Industries
Inc. spruced up its image by creating
materials to make employees and po-
tential hires more aware of the com-
pany's benefit offerings, said Richard
Chesnik, vp of benefits and employ-
ment law for the Cleveland-based
company. WCI's business units manu-

facture consumer goods under the
brand names Frigidaire, Tappan,
Westinghouse, Eureka, Weed Eater
and others.

In the process of improving the
available information about its offer-
ings, WCI won Best of Show in the
personalized correspondence category
of the 1996 Business Insurance Em-
ployee  Benefits Communication
Awards competition. The award was
for the company’s first total compen-
sation report, printed on crisp, white
paper with green-and-blue print and
a title of “Adding It All Up.”

A simple pie chart on the cover of
WCT's foldout report shows that in
1995, the company paid employees
nearly $614.4 million while providing
another $177 million in benefits.

The personal compensation report
was mailed to 4,500 non-union,
salaried employees working at 36 lo-
cations.

The beauty of the compensation re-
port is in it's simplicity, said Matt
Evans, a Hewitt Associates L.L.C.
communication consultant in Inde-

pendence, Ohio, who helped WCI de-
velop its benefits information materi-
als.

“From a content point of view we
tried to use straightforward dialogue
and no confusing tables or formulas in
communicating the information,” Mr.
Evans said.

WCI's total compensation report
contains employer and employee con-
tribution information on pensions,
workers compensation and disability,
life and health insurance, tuition re-
imbursement, the employee assistance
program, employee rebates for the
purchase of company products and
more,

“This is part of a total compensa-
tion communications campaign,” said
Hewitt’s Mr. Evans. “The overall look
ties together other pieces (employees)
have received, again with simplicity
being what we have been striving
for.”

WCI first embarked on becoming
“an employer of choice” in 1993 when
upper management changes occurred,
Mr. Chesnik said. The company first
created a new summary plan descrip-
tion that was presented to workers in
a binder. Additionally, WCI distribut-
ed separate consumer guides explain-
ing how employees can use their ben-
efits to meet specific needs.

“And the third piece of it was to
communicate the value of the benefits
to employees, and that is what the
personalized communication piece in-
tended to do,” Mr. Chesnik explained.
“It was to show the employees how
much the company actually spent on
each one of those benefits. They didn’t
have any clue we were spending that
much money on their benefits."”

The company also is following up
with a separate pension statement
and semi-monthly newsletters on
benefit topics such as 401(k) investing.

“It's really a whole coordinated ef-
fort to get (employees) to have a com-
mon identity in the United States,”
Mr. Chesnik said. In the past, WCI
units individually distributed benefit
information, and many employees
know the name of the business unit
they work for, but not WCI's name or
influence.

Now WCI's communications pieces
reveal that the benefits are provided
by WCI. Yet that message is kept brief

so it does not interfere with the main
goal of establishing how much those
offerings contribute to total compen-
sation, Mr. Evans said.

The overall goal has been to make
the company more attractive so it can
meet its human resource needs, Mr.
Chesnik said. Besides staffing its own
facilities, WCI also helps its parent
company, Stockholm, Sweden-based
AB Electrolux, recruit workers for its
international operations.

“We get those mandates all the
time,” Mr. Chesnik said. “If we buy a
business in Brazil or (AB Electrolux
does), ther they say, ‘Hey, can you
find someone to help us run it.’ So we
have to have a much bigger presence
in the United States. That is one of the
reasons we are taking this d.i.nec’t;’on."

“If you go to some business school
and you are trying to get someone
who is willing relocate to Asia the
competition for them is really tough,”
he said.

WCI spent $62,000 to develop and
create the total personal compensa-
tion reports sent to employees, Mr.
Chesnik said. But much of that in-
cluded one-time costs. He expects
similar statements sent cut in the fu-
zure will cost about $10,000.

WCT's employees approve of the re-
port format. Attached to it is a post-
card-sized questionnaire mailed back
by 8% of employees who received the
compensation statement, Mr. Chesnik
said.

Nearly 100% of those respondents
said the report was easy or very easy
to read. Nearly 90% thought it pro-
vided encugh information with many
of the other 10% stating they needed
more information abou: their pen-
sions. But Mr. Chesnik notes that ad-
ditional pension information is con-
tained in a followup ccmmunication
project.

Additionally, while 74% of respon-
dents said they considered their bene-
fits extremely valuable before reading
the statement, 86% found thern ex-
tremely valuable after reading it, Mr.
Chesnik said.

Mr. Chesnik said it took about two
months to gather all the information
necessary for the compensaticn re-
port, because much of the individual
employee data was stored on different
computers at various units. | Bl |

Video drives home strategies
for solid investments

WASHINGTON-—The purchase of
GEICO Automobile Insurance Co. by
Berkshire Hathaway put employees
of the Washington-based insurer at a
financial crossroads.

Because the merger made it neces-
sary to terminate GEICO’s employee
stock ownership plan, employees had
to decide what to do with their shares:
transfer them into a new savings plan,
roll them into an individual retire-
ment account or cash out.

In an effort to encourage employees
to keep this perceived “windfall” in
the company retirement plan, GEICO
and its investment plan manager, The
Vanguard Group in Malvern, Pa., pro-
duced an Informational video intro-
ducing a new lineup of 13 investment
options. The video and written mate-
rials were provided as part of Van-
guard’s management service to
GEICO.

Punctuated with comical black-
and-white film clips from silent
movies, ‘Road to Riches" uses the au-
tomobile road trip as a metaphor to
explain the wvarious investment
“routes” and their risks.

The video, which begins with a per-
sonal message from GEICO Chairman
QOlza “Tony” Nicely, also uses colorful
charts and illustrations to explain
asset allocation and describe the five
steps to wise investing, encouraging
employees to diversify their holdings.

“We had a few different concepts to
work with, and the ‘Road to Riches’
was chosen because the audience was
mostly field reps adjusting auto insur-
ance claims,” explained Sheila Flood,
GEICO’s senior benefits analyst.

The video was shown to GEICO's
6,000 employees at eight locations,

and individual copies were sent to
field representatives who did not re-
port to company offices.

The video, which won the Award of
Excellence in the 1996 Business Insur-
ance Employee Benefits Communica-
tion Awards competition, effectively
captured audience interest and
heightened investment awareness,
Ms. Flood said.

“It’s doing the job it was created to
do,” said Jean Hughes, the producer
at The Vanguard Group.

However, more GEICO employees
withdrew their funds from the plan
than had been hoped. But when the
employees making withdrawals were
surveyed informally about their rea-
soning, most said they were doing it
for understandable economic reasons,
such as the purchase of a home.

“For a lot of them, this was the first
time they had enough cash available
for a down payment,” Ms. Hughes ex-
plained.

While the withdrawal rate was
higher than expected, more employ-
ees have decided to participate by
making tax-deferred contributions to
the plan, Ms. Flood pointed out.

“Participation is inching up from
the low to mid-70% to the high 70%,”"
she said.

In addition, asset allocation shifted,
with more employees investing in
stocks and mutual funds than in fixed
interest instruments, she added.

Vanguard produced the video for
GEICO as part of its retirement plan
management service. The project used
stock footage and local voice-over tal-
ent and came in just under its $15,000
budget, according to Ms. Hughes.

—By Joanne Wojcik

Statement shows off employees
who do more than look good

LAS VEGAS—Most film buffs
would recognize the sepia-tone pho-
tograph adorning the cover of a per-
sonalized compensation report given
to MGM Grand Hotel Inc. employees.

It’s a photograph of John and Li-
onel Barrymore along with Joan
Crawford on the set from the 1932
movie classic “Grand Hotel.”

But what about the Hollywood-
type glamour shots throughout the
rest of the four-page benefit state-
ment? Could the two hunks leaning
back-to-back be from some television
rescue show? What about the
“Celebrity Perks” page with the photo
of two women gazing into camera
lights as they lean close to some guy
with leading-man looks? Are they
stars from some stage production?

Nope. MGM Grand Hotel employ-
ees in Las Vegas know the photo sub-
jects as co-workers. Or, in the hotel’s
parlance they are “cast members”
who distinguished themselves at work
and in the community.

The two hunks are from the hotel’s
property maintenance department.
They helped construct an MGM
Grand entry into a “snowbox” derby
contest to raise money for a YMCA.
The leading man-type is a hotel su-
pervisor who learned sign language
and Sparush to better communicate
with employees. The two women
leaning in close are among stewards
who together wash 15,000 plates a
day.

The goal was to create a report that
reinforces the idea that MGM Grand's
employees are its star performers, said
Lynn Holt, MGM's manager of com-
munications and co-creator of the
statement.

Additionally, the report motif fits
with the early, glamour days of Holly-

wood theme the hotel has been con-
verting to after shedding a Wizard of
Oz theme.

“This has an elegant look, which is
what the company is trying to do with
the property itself,” Mr. Holt said.

Mr. Holt created the statement
along with Cynthia Kiser Murphey,
senior vp of human resources. They
didn’t use an outside benefits consult-
ing firm. Creating and printing the
total compensation report cost $9,300.
It was mailed to about 7,200 employ-
ees.

The statement received an Award
of Excellence in the personalized cor-
respondence category of the 1996
Business Insurance Employee Bene-
fits Communication Awards competi-
tion.

To create it, Ms. Kiser Murphey and
Mr. Holt asked company supervisors
to send them their stars. Then they
gave specific instructions to an in-
house photographer.

“We really wanted shots that felt
like they were stars rather than just
mug shots up against a wall or a typi-
cal portrait shot,” Mr. Holt said.

Mr. Holt then scanned the pho-
tographs into a computer and worked
in black and white along with a rich
brown color to simulate a sepia-tone
look that matches the “Grand Hotel”
photograph on the front cover.

Generating employee interest is im-
portant in Las Vegas because the
city’s hotels and casinos compete ag-
gressively for good workers, Mr. Holt
said. So, besides listing financial ben-
efit amounts, the compensation state-
ment points out that MGM has the in-
dustry’s only onsite medical center, a
free parking garage and a seven-hour
work day.

—By Raberto Ceniceros
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Judges favored clear messages that held readers

By MICHAEL PRINCE

Honing the message to a point and keep-
ing the reader interested are the keys to
prize-winning communication efforts, ac-
cording to the 15 judges of the 24th annual
Business Insurance Employee Benefits
Communication Awards.

With the growing mass of paper floating
across people’s desks, any benefit commu-
nication must convey the information
quickly while also visnally grabbing the
reader, said the judges, who included ex-
perts in corporate communications, corpo-
rate benefits, marketing and promotion,
and personnel.

The entries were judged on a scale of zero
to 20 on five criteria: program objective,
strategy, content, presentation and effec-
tiveness.

Winning entries got directly to the point,
said Linda Grainger, senior benefit analyst,
communications for Kellogg Co. in Battle
Creek, Mich.

“My favorites arranged technical infor-

mation in short, easily digestible bursts or
bulleted lists,” she said.

Top entries provided more than just
words but also kept the reader interested,
said Howard Sponseller, assistant human
resources officer for Teachers Insurance
and Annuity Assn. College Retirement Eq-
uities Fund in New York.

“If it’s interesting to look at, if it’s fun, if
it holds and grabs your attenticn, it's more
likely to be read and referred back to,” he
said. “If it's boring text they will just end
up calling the benefits office and asking
their questions that way.”

Overall, the variety and quality of the en-
tries struck the jury.

“] was very impressed with most of them
that were entered,” said Terese Rosenthal,
assistant wvp, corporate communications
and advertising for American Re-Insurance
Co. in Princeton, N.J. “They really showed
a lot of consideration to the employees, and
you could tell they put a lot of resources
into developing them.”

Other judges for the 1996 Business Insur-

ance Employee Benefits Communication
Awards were:

e Stephanie Caloumenou, benefits man-
ager for Trader Publishing Co. in Norfolk,
Va.

s Ancrea Davis, HR communications
manager for Intermountain Health Care
in Salt Lake City.

» Gloria Debs, employee services man-
ager for Sun Microsystems Inc. in Moun-
tain View, Calif.

¢ Anne-Marie Doherty, manager, adver-
tising and sales promotion for Liberty
Mutua- Group in Boston.

¢ Kevir McCullough, personnel manag-
er for Crain Communications Inc. in New
York. ’

e Michael Reiff, vp, compensation and
benefits Zor Citibank in New York.

e Gerard Schmitt, senior vp for Cox Ad-
vertising in New York.

e Sevmour Shelist of PGI in Chicago.

e Larry Small, director of education and
training for Hospital Sisters Health System
in Springfield, I11.

N/
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¢ Karen Stral, corporate benefits manager
for Tektronix Inc. in Beaverton, Ore.

¢ Rosalind Thompson, senior vp, human
resources for Fabri-Centers of America Inc.
in Hudson, Ohio.

e Christine Van Lenten of CVL Graphic
Design in Boonton, N.J.

Award winners will be honored during a
luncheon today at the Waldorf-Astoria
Hotel in New York.
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Alexander & Alexander
Consulting Group

125 Chubb Ave., Lyndhurst,

N.J. 07071; 201-460-6600;

fax: 201-460-6677

Interactive benefit systems since: 1987.

Parent: Alexander & Alexander Ser-
vices Inc. =

Software products:

B Nestegg.

System type/cost: Purchased.

System requirements: PC system, single
user or network; operates in Windows.

Customization optional.

First installation: 1992.

Benefits communicated: Savings plans,
pension plans, social security retirement
benefits.

Features: Standard system provides
personal information; modeling/projec-
tions; employee specific recommenda-
tions; reports via printer. Options avail-
able to add direct enrollment; option
selection/adjustment; transfers among in-
vestment funds.

Accessed through: Employees’ PC.

User support: User groups/meetings®,
onsite training*, telephone assistance 10
hours per day.

Staff: 33 total, 30 professionals.

Branch offices: San Francisco and San
Jose, Calif,; Atlanta; Chicago; Baltimore
and Owings Mills, Md,; Newburvport,
Mass.; Detroit; Minneapolis; St. Louis;
Philadelphia.

Officers: Donald L. Seecley, pres-
ident/CEO-The Alexander Consulting
Group Inc; Neil A. Burger, chair-
man/CEO-Alexander & Alexander Con-
sulting Group Inc; John L. Goodyear,
chairman/CEQO-Alexander & Alexander
Benefits Services Inc.; Robert K. Burden,
executive vp-The Alexander Consulting
Group Inc.

Contact: Neil McCollum, 404-264-6109.

* Included in system price.

BeneSoft Inc.

41 Village Lane, Bethany,

Conn. 06524; 203-393-0320;

fax: 203-393-0325

Interactive benefit systems since: 1987.

Software products:

B Flexible Software.

System type/cost: Leased.

System requirements: PC system, net-
work; operates in DOS or Windows.

Customized system.

First installation: 1987.

Total installations: 100.

Benefits communicated: Flexible bene-
fits, flexible spending accounts.

Features: Standard system provides
plan descriptions; personal information;
direct enrollment; option selection/ad-
justment; reports via computer diskette,
printer.

Accessed through: Telephone, employ-
ees’ PC.

User support: User groups/meetings,
onsite training®, telephone assistance 12
Eoms per day*, emergency pager num-

er.

Staff: 22 total, 15 professionals.

Branch offices: Ann Arbor, Mich;
Beaverton, Ore.; Green Bay, Wis.

Officers: Faisal A. Saleh, president;
Steve Froebel, vp.

Contact: Faisal A. Saleh.

* Included in system price:

Blaze SSI Corp.

P.O. Box 333, Brielle, N.J. 08730;
908-223-5575; fax: 908-223-6683

Interactive benefit systems since: 1980.
Software products:

B Pendeas IT - 401(k).

System type/cost: Leased: $10,000 per
year.

System requirements: PC system, single
user or network; operates in DOS or Win-
dows.

Customization optional.

First installation: 1987.

Benefits communicated: Pension plans.
Options available for savings plans,
health plans, workers comp benefits,
flexible benefits and flexible spending ac-
counts.

Features: Standard system provides
plan descriptions; direct enrollment;
modeling/projections; option selection/
adjustment; details on investment alter-
natives; reports via computer diskette,
electronic mail, printer and fax. Options
available to add personal information;
employee specific recommendations;
transfers among investment funds.

Accessed through: Kiosk, employees’
PC, benefit department kiosk.

User support: User groups/meetings®,
onsite training, telephone assistance eight
hours per day*, e-mail and fax support 24
hours per day*.

Staff; 20 total, 10 professionals.

Contact: Carol Malone.

* Included in system price.

Buck Consultants Inc.

2 Pennsylvania Plaza, New York,
N.Y. 10121-0047; 212-330-1C00;
fax: 212-695-4184

Interactive benefit systems since: 1985.
Software products:

@ Buck Voice Response.

System type/cost: Purchased; operated
on a service bureau basis.

System requirements: Voice response
unit (needed only if system is purchased).
Online system.

Customized system.

First installation: 1989.

Total installations: 61.

Benefits communicated: Options avail-
able for savings plans, health plans, pen-
sion plans, flexible benefits, flexible
spending accounts, health and welfare
benefits.

Features: Options available to add plan
descriptions; personal information; direct
enrollment; modeling/projections; option
selection/adjustment; health claims sta-
-us; details on investment alternatives;
wransfers among investment funds; re-
ports via computer diskette, printer, fax
and mail; confirmation statements for all
transactions:

Accessed through: Telephone.

User support: User groups/meetings*,
onsite training®, telephone assistance 12
howrs per day*.

B The Buck Retirement Planner.

System type/cost: Purchased: $18,000.

System requirements: PC system, single
user; operates in Windows.

Customization optional.

First installation: 1993.

Total installations: Three.

Benefits communicated: Savings plans,
pension plans, profit-sharing, social secu-
rity.

Features: Standard system provides
modeling/projections, individualized re-
tirement planning, reports via printer.
Options available to add plan de-
scriptions, details on investment alterna-
tives.

Accessed through: Kicsk, employees'
PC, benefit department kissk.

User support: User groups/meetings,
onsite training.

B Buck Interactive PC System.

System type/cost: Purchasad.

System requirements: PC system, net-
work; operates in DOS or DS/2. Online
system,

Customized system.

First installation: 1990.

Total installations: 19.

Benefits communicated: Customization
available for savings plans, health plans,
pension plans, flexible benefits and flexi-
ble spending accounts, health and welfare
benefits.

Features: Customization available to
add plan descriptions; personal informa-
tion; direct enrollment; modeling/projec-
tions; option selection/adjustment; details
on investment alternatives; transfers
among investment funds; reports via
computer diskette, printer and mail.

Accessed through: Kiosk, benefit de-
partment kiosk.

User support: User groups/meetings*,
onsite training*, telephone assistance 12
hours per day*.

Staff: 22 total, 16 professionals.

Clients: 52 total, including 11 new
clients and 13 who added additional fea-
tures to their interactive benefit commu-
nication system in 1995.

Branch offices: 49 locations worldwide.

1995 gross revenues: $196 million total.

Officers: Joseph LoCicero, president;
Maureen O'Malley, director-administra-
tive services group; Richard Koski, direc-
tor-financial/retirement planning  ser-
vices,

Contact: Edward Gadowski, marketing
department, 201-902-2565.

* Included tn system price.

CIGNA Retirement &
Investment Services

350 Church St., P.O. Box 2975,
Hartford, Conn. 06104; 800-997-6633;
fax: 860-725-2052

Interactive henefit systems since: 1992,

Parent: CIGNA Corp.

Software products:

B AnswerLine,

System type/cost: Operated on a service
bureau basis.

System requirements: Touch-Tone tele-
phone. Online system. Interfaces with DC
Facts or DCIS benefit systems.

Customization optional.

First installation: 1989,

Total installations: 2,870,

Benefits communicated: Savings plans,
pension plans.

Features: Standard system provides
personal information, direct enrollment;
modeling/projections; employee specific
recommendations; option selection/ad-
justment; details on investment alterna-

tives; transfers among investment funds;
loan modeling and initiation, system
usage reports. Options available to add
plan descriptions.

Accessed through: Telephone.

User support: User groups/meetings*,
onsite training®, telephone assistance 14
hours per day*.

B CIGNA Retirement Planner.

System type/cost: Purchased.

System requirements: PC system, single
user or network; operates in Windows.

Customization optional.

First installation: 1996,

Benefits communicated: Savings plans,
pension plans, personal savings, IRAs,
vested benefits from prior employer,
profit sharing.

Features: Standard system provides
personal information, modeling/projec-
tions, reports via printer, asset allocation,
comparison of retirement income goal to
projected benefits. Options available to
add plan descriptions.

Accessed through: Kiosk, employees’
PC, benefit department kiosk.

User support: AnswerLine: user
groups/meetings*, onsite training®, tele-
phone assistance 14 hours per day.
CIGNA Retirement Planner: onsite train-
ing*, telephone assistance eight hours per
day*.

Branch offices: 25 locations nation-
wide.

Officers: Byron Oliver, president; David
Gerges, CFO; Douglas Klinger, senior vp-
distribution/development; Andrea Ara-
nia, senior vp-operations/technology;
Sherry Lombardi, senior vp-client ser-
vices.

Contact: Douglas Klinger.

* Included in system price.

Employee Benefit
Specialists Inc.

520 S. El Camino Real, Suite 430,

San Mateo, Calif. 94402; 415-373-

0800; fax: 415-373-0810

Interactive benefit systems since: 1993,

Software products:

H Flexline,

System type/cost: Operated on a service
bureau basis for $5 per month per partici-
pant.

Continued on page 34
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System requirements: Touch tone
phone system.

Customization optional.

First installation: 1993.

Benefits communicated: Options avail-
able for savings, health and pension
plans, workers comp benefits, flexible
benefits, flexdble spending accounts, den-
tal, life, long-term disability, vision and
any employer-sponsored benefit.

Features: Options available fo add plan
descriptions, personal information, direct
enrollment, modeling/projections, benefit
option selection/adjustment, details on
investment alternatives, reports via fax
and mail.

Accessed through: Telephone.

User support: User groups/meetings®,
onsite training*, telephone assistance
eight hours per day*, written communi-
cations*.

Staff: Three total, all professionals.

Clients: 62 total, including 18 who
added additional features to their inter-
active benefit communication system in
1995.

Officers: Joan Rhodes, Chimane
Rhodes, Beth Juen.

The directory of employee
benefit communication systems
begins on page 32. Directory
terms and methodology are ex-
plained on page 34.

Contact: Beth Juen, 800-229-7683.
* Included in system price.

Ernst & Young L.L.P.

787 Seventh Ave., New York,
N.Y. 10019; 212-733-3000;
fax: 212-773-1655

Interactive benefit systems since: 1990.
Software products:

B E&Y Voice.

System type/cost: Purchased: $75,000.
Operated on a service bureau basis for
$75,000 plus expenses.

System requirements: PC system; single
user or network; operates in 0S/2 Warp.
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Online system.

Customized system.

First installation: 1990.

Total installations: 30.

Benefits communicated: Options avail-
able for savings plans, health plans, pen-
sion plans, workers comp benefits, flexi-
ble benefits, flexible spending accounts,
401(k) loan modeling, auto fax back em-
ployment verification.

Features: Options available to add plan
descriptions; personal information; direct
enrollment; modeling/projections; em-
ployee specifie recommendations; option
selection/adjustment; health claims sta-
tus; details on investment alternatives;
transfers among investment funds; re-
ports via printer, fax and mail.

Accessed through: Telephone.

User support: User groups/meetings,
onsite training*, telephone assistance
eight hours per day.

Staff: Eight total, six professionals.

Clients: Six total, including two new
clients and six who added additional fea-
tures to their interactive benefit commu-
nication system in 1995.

1995 gross revenues: 70% software
sales, 5% hardware sales, 10% software
services, 5% hardware services, 10% user
support.

Contact: Owen West, principal.

* Included in system price.

e

Hewitt Associates L.L.C.

100 Half Day Road, Lincolnshire,
lIl. 60069; 847-295-5000;
fax: 847-883-8321

Interactive benefit systems since: 1988.
Software products:

B Future$aver.

System type/cost: Purchased: $25,000.

System requirements: PC system, single
user or network; operates in Windows.

Customized system.

First installation: 1989.

Total installations: 40.

Benefits communicated: Savings plans .
Options available for pension plans.

Features: Standard system provides
modeling/projections, details on invest-
ment alternatives, reports via printer. Op-
tions available to add plan descriptions,
personal information.

Accessed through: Kiosk, employees’
PCs, benefit department kiosk, home PC.

User support: Onsite training.

Staff: Nine total, eight professionals.

Clients: 30 total, including 28 new
clients and two who added additional
features to their interactive benefit com-
munication system in 1995.

Branch offices: 31 locations nation-
wide.

1995 gross revenues: $448.7 million
fotal.

Officers: Dale L. Gifford, CEQ; Gerald
1. Wilson, chairman; James R. Rushin, di-
rector-business development; Christine
A. Seltz, director-public relations;
Michael L. Trahan, director-interactive
communication services.

Contact: Mike Trahan or George
Wilmes.

Howard Johnson & Co.

375 Park Ave., Suite 3702,

New York, N.Y. 10152;

212-758-5900; fax: 212-758-3625

Interactive benefit systems since: 1983.

Software products:

M Benquiry.

System type/cost: Operated on a service
bureau basis for $200 per month for first
installation; $100 per month for each ad-
ditional installation.

System requirements: PC system, single
user or network; operates in DOS or Win-
dows. Online system.

Customization optional.

First installation: 1983.

Total installations: 140.

Benefits communicated: Savings plans,
health plans, pension plans, workers
comp benefits, flexible benefits, flexible
spending aceounts.

Features: Standard system provides
plan descriptions; personal information;
direct enrollment; modeling/projections;
employee specific recommendations; op-
tion selection/adjustment; transfers

among investment funds; reports via
computer diskette, electronic mail, print-
er, fax and mail; COBRA administration;
Qualified Domestic Relations Order ad-
ministration; event-based administration.

Continued on page 34

Explanation
of terms
in this
directory

The directory of employee
benefit communication systems
lists companies that produce
and supply proprietary inter-
active computer-based systems
to organizations for direct use
by employees in response to
their benefit communication
needs.

Companies that deal in gen-
eral utility software, hardware
only, or software designed to
be used by personnel depart-
ments, insurance companies or
consultants are not included.

Listings begin with the com-
pany address, year the compa-
ny began offering interactive
benefit systems and parent
company, if applicable.

Information on software
products follows. System
type/price is for a purchased
system, unless noted that it is
leased or operated on service
bureau basis. Also noted is
whether system hardware or
employee access hardware is
included in the price. System
descriptions include the fype of
computer and operating system
needed along with whether the
communication system must be
used in conjunction with a spe-
cific employee benefit in-
formation software product.
Year of first installation and
the total installations are given
next. Features includes the
benefits and information pro-
vided to employees through the
system.

The next section lists
whether the system is accessed
through telephone, kiosks,
PCs/terminals or some other
method.

The types of user support
available with the benefit com-
munication system follows.

Staff figures, given in full-
time equivalents for year-end
1995, include the total staff as-
signed to interactive employee
benefit communication systems
and how many are profession-
al/technical.

The clients section lists the
total number of interactive em-
ployee benefit communication
systems installed, the number
of new clients in 1995 and the
number of clients who expand-
ed existing systems in 1995.

Locations of branch offices
and 1995 gross revenues when
provided are detailed next.
Names and titles of principal
officers and a contact person
complete the listings.

The directory is published as
an editorial service; there is no
charge for companies to be in-
cluded.

However, to be listed compa-
nies were required to complete
a questionnaire provided by
Business Insurance.

Although every effort is made
to publish complete and accu-
rate information, Business In-
surance is unable to verify all
information supplied by com-
panies.
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MARINE INSURANCE
PROBLEMS?

No Prohibited Class Of Business
lasses Of Marine Insurance Available

« New Orleans, Lz
044 » Fax (504) 588

60C Maritime B

Phone (504) 5¢

G&M Marine

Kwasha Lipton L.L.C.

210C N. Central Road, Fort Lee,

N.J. 27024; 201-592-1320;

. D
); Jehn R "
rements: PC

Customization optional.
First installation: 1996.
Total Installations: On=

Benefits communicated: Options

CATASTROPHE!
WHEN IS ENOUGH COVER REALLY ENOUGH?

The answer to that question is, of course,
critical to the viability of all businesses and there is
no ready source of comfort. We can tell you that
more and more companies on a worldwide basis
are coming to Starr Excess to buy Catastrophe
liability coverage and if it is a concern for them, it
should be for you also.

Starr Excess has specific programs to meet your
requirements. We offer limits of $150 million for
liability insurance and $50 million for Directors and
Officers, for most classes of business. For Errors &
Omissions we offer $25 millien for certain classes.
We have established a reputation for good service
and a flexible underwriting approach that appeals
to companies the world over!

STARR EXCESS - CASTING A NEW LIGHT

Have your Broker contact:

STARR_EXCESS

Liability Insurance Company, Ltd.

Bermuda Address:
American International Building, 29 Richmond Road, Pembroke HM 08, Bermuda Tel: 441 295 7827 Fax: 441 292 8099

London Address:
37/39 Lime Street, 2nd Floor, London, EC3M 7AY, United Kingdom Tel: 0171 626 5747 Fax: 0171 623 3650

STARR EXCESS is not registered or licensed as an insurance company in any jurisdiction outside Bermuda.

st: Operated on

Customized s;
Benefits communicated: Option
lexible be: ¢

d through:

M Personal Planner.

System type/cost: F
stem requirements: PC
, Operates m T \

Customization optional.

First installation: 1

Total Installations: O
its commumic

provices

K, employ

d througl
support:

William M. Mercer Inc.

First installation: 1
Benefits communi

4 total

Branch offices:




WHEREVER YOU DO BUSINESS AROUND THE WORLD,
WE’RE JUST AROUND THE CORNER.

Chubb has offices

in more than 110 cities
around the world,
including:

Amsterdam
Bangkok
Beijing
Bermuda
Bogota
Brussels
Calgary
Caracas
Dublin
Dusseldorf
Guayaquil
Hamburg
Hong Kong
London
Lyon
Madrid
Manchester
Melbourne
Mexico City
Milan
Montreal
Munich
Paris

San Juan
Santiago
Sio Paulo
Seoul
Singapore
Sydney
Taipei
Tokyo
Toronto
Vancouver

INSURE

YOUR WORLD
WITH CHUEBB

Our customers may be global, but the
way we do business is decidedly local.
As a multinational insurer, Chubb has
its own international network of more
than 110 offices to serve the insurance
needs of some of the most respected

names in American and international business.

With a native understanding of local laws and customs, our multi-
national experts can coordinate coverage virtually anywhere our
customers do business. In every Chubb office, you'll find the same

high standard of service, integrity and financial strength for which

Chubb is known worldwide.

So whether you're a large or small company needing an exporters
package or a sophisticated master-controlled program that spans
several countries, Chubb is the multinational leader in your
neighborhood. To find out what Chubb can do for your business,
call your independent agent or broker. You can also visit our web

site at http://www.chubb.com.

K.

cHuBB

For promotional purposes, Chubb refers to member insurers of the Chubb Group of Insurance Companies underwriting coverage. The precise coverage

afforded is subject to the terms, conditions and exclusions of the policies as issued. Coverage may not be available in all jurisdictions. Chubb Group of
Insurance Companies, Box 1615, Warren, NJ 07061-1615.
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Savings seen from integrated disability benefits

By MARK A. HOFMANN

Companies that integrate their
disability programs and aggressive-
ly manage them incur only about
half of the direct disability costs of
those that don'’t, a new survey finds.

The survey, discussed in the re-
port “Staying at Work: An Integrat-
ed Solution,” was conducted by
Watson Wyatt Worldwide and the
employer-backed Washington Busi-
ness Group on Health. Complete de-
tails of the study will be released
later this year. The survey polled
241 employers, including compa-
nies, public entities and non-profit
organizations, that collectively reg-
istered $2 billion in direct disability
costs in 1995.

Integrated disability management
coordinates various disability pro-
grams, including workers compen-

sation, short- and long-term dis-
ability and related programs. The
approach emphasizes prevention,
rehabilitation, education and back-
to-work programs.

“We asked what problems, if any,
have you experienced coordinating
and managing your disability pro-
grams. The top answers were: the
lack of benchmarking data; the lack
of internal control, i.e. interdepart-
mental coordination; and the lack of
internal company buy-in/aware-
ness,” said Veronica Hellwig, a se-
nior consultant in Watson Wyatt’s
Boston office. “People are saying
‘We'd love to do an integrated pro-
gram but here are the problems.””

To deal with those problems, “the
clear path ahead is to automate, ir-
tegrate and educate,” Ms. Hellwig
said.

The survey found a direct correla-

tion between the scope of an em-
ployer’s integrated disability pro-
gram and its disability costs. Com-
panies that do not integrate their

I
To deal with problem:s,
‘the clear path is to
automate, integrate
and educate,’ says
Veronica Hellwig.

I 4

disability programs reported incur-
ring annual direct disability costs of
5.4% of payroll, while those that did
integrate these benefits reported in-
curring direct costs of only 2.7% of
payroll.

“While not conclusive, the corre-

laticns are intriguing and warrant
further study,” according to a re-
port summarizing the results of the
survey.

The survey also found employers
split into three roughly equal
groups regarding their attitudes to-
ward integrated disability pro-
grams,

Thirty-five percent of the respon-
dents said that they either hac ar
integrated program in place or
planned to do so within the next
year. An additional 31% said that
they were considering instituting a
program but had no timetable. The
remaining 34% had no plans for
such a program.

Coordinating disability programs
with a company’s health care plan
could reduce cost-shifting, the sur-
vey indicates. However, while 48%
of the respondents said that they cc-

operated by us.

service.

Operations

Pvt. Limited

137 g i
t; ,: S
S AT AR

WE’VE GOT IT COVERED.

Our global network encompasses 80 countries
and 260 offices, most of them owned and

Because we control our world, we can make it
fit yours. And despite our existing level of global
coverage, we continue to expand our resources to
provide you with even more comprehensive
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ordinated their workers comp pro-
gram with their health care plan,
only 27% said they coordinated
their health plan with their short-
or long-term disability programs.

The survey was released Oct. 18 at
the WBGH’s 10th annual National
Disability Management Conference
in Washington.

L ]

For further information on the
upcoming report, “Staying at Work:
An Integrated Solution,” please
contact Andrew Sandor at Watson
Wyatt Worldwide, 202-508-4693.

RIMS polls
members on
designation

NEW YORK—The fate of a new
professional designation for risk
managers appears to be hanging in
the balance of a survey being con-
ducted by the Risk & Insurance Man-
agement Society Inc.

RIMS is counting responses to a
questionnaire mailed to its member-
ship of about 8,000 and others to
gauge interest in the Fellow in Risk
Management designation and two
educational programs under consid-
eration. The programs are the Execu-
tive Management Program and the
Distance Learning-Master’s Degree
Program.

RIMS has set a Nov. 7 deadline for
return of the questionnaires and as of
last week had received about 940 re-
sponses. The society's Executive
Council will meet shortly after the
deadline to discuss whether to con-
tinue development of the FRM desig-
nation and the educational pro-
grams.

“With this questionnaire, we are
trying to see if there is interest on the
part of our members,” said
Fran Jordan, education manager at
RIMS’ New York headquarters. She
noted that the forms also have been
sent to non-members who belong to
other groups like Public Risk Man-
agement Assn.

The questionnaires give a brief
summary of the designation and the
two programs and ask two questions
about each: “Are you interested in
this program?” and “Would you be
willing to pursue this program with-
in the next one to three years?”

RIMS had hoped to have the FRM
program in place this year, but its
rollout has been slower than expect-
ed (BI, April 15). The designation,
based on the concept developed by
Canadian risk managers and in place
in that country, would require com-
pletion of 10 examinations and
courses in law, business, insurance
and finance.

The purpose of the FRM is to cre-
ate a new educational standard for
risk managers beyond the Associate
in Risk Management and other desig-
nations already in place, Ms. Jordan
pointed out.

The Executive Management Pro-
gram would be held at a “nationally
recognized graduate school of busi-
ness,” according to the questionnaire.
It would cover areas including
“strategic risk management, public
policy and decision theory.”

The Distance Learning-Master's
Degree Program would offer the op-
portunity to earn a master’s degree in
business administration with a con-
centration in risk management and
minimal on-campus requirements.

“Those two are not really devel-
oped yet,” Ms. Jordan said, and will
get further consideration if the sur-
vey response indicates sufficient in-
terest in the programs.

Copies of the questionnaire can be
obtained from Ms. Jordan by calling
212-286-9292, ext. 229.

—By Michael Bradford
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Risk Management Honor Roll
Award from Business Insurance as
a representative of small compa-
nies for his innovative programs at
Jupiter Mechanical Industries Inc.
in Wheeling, Ill. That is one of the
nation’s largest commercial me-
chanical contractors.

To sell the idea of establishirg
such a steering committee, a risk
manager should emphasize that it
will “empower” other employees
to identify and resolve risk man-
agement issues, Mr. Zaccanti said.
In about 90% of all cases, someone
in the organization knows the in-
formation to solve a company’s
problems but needs a conduit to
get that information to the risk
manager, he said.

In addition, establishing such a
steering committee “can increase
the visibility of the risk manager,”
Mr. Zaccanti said.

Information the group may want
to consider can include total cost
of risk, cost of risk for the previous
year, cost of risk as a percentage of
revenue, benchmarking cost of risk
relative to competitors and pro-
jected costs for the fiscal year, he
said.

Claim data analysis can include
percentage of claim dollars, or
claim counts, by claim type. It can
also include a discussion about the
sources and causes of claims and a
brief description of the 10-15
largest claims the company has
faced.

The committee also may want to
consider a trended analysis of
claims, such as the total claim dol-
lars or claim counts by line of cov-
erage for the previous year com-
pared with the past four years by
quarter.

Another important strategy for
risk managers at large companies
is to define risk management in a
financial context.

Being able to express risk man-
agement concepts in financial
terms—like impact on earnings per
share—will help a risk manager
get the attention of senior manage-
ment, who often think in those
concepts, said Timothy J. Bunt, vp
of corporate risk management in
the Newark, N.J., office of The
Prudential Insurance Co. of Amer-
ica.

“You become more profitable
within an organization,” he said.

Creating borderless risk man-
agement in international opera-
tions may require implementing
some new strategies, too.

One of the most effective strate-
gies is to introduce global pro-
grams that cut across international
borders where possible, according
to three panelists who discussed
international issues.

“It takes more time, but once es-
tablished, the advantages far out-
weigh the disadvantages,” said Di-
etmar Nowak, a member of the
board of management for Gerling-
Kozern Allgemeine Versicherungs-
AK in Cologne, Germany.

Advantages of establishing a
global program, which usually em-
phasizes long-term relationships,
can include faster and better com-
munication, easier budgeting and
greater confinuity of operations,
the speakers said.

In addition, “it’s easier to adjust
a loss with a global program,” said
Diana Kollin, Liberty Mutual's di-
rector of international claims in
New York.

It’s also easier to benchmark
claims services, too, she said.

However, disadvantages of a
global program may include com-
placency on the part of the insurer,
broker or policyholder. That can
allow costs to rise unnecessarily,

according to the panelists.

International programs also
benefit from a global search for
best practices and a commitment
to implementing them, said Laura
L. Markos, vp-risk management
for Avery Dennison Corp. in
Pasadena, Ca_if.

That focus ofter. helps sell a pro-
gram to local affi‘iates in a global
program, she said.

But it is also incportant to make
sure internatiora’ standards also
meet local requirements, Mr.
Nowak said.

The challenge of communicating
internationally is lessened by the
fact that English :s used for most
claims-related discussions, said
Liberty Mutual’'s Ms. Kollin.

Also, problems related to multi-
ple time zones cen be pretty much
overcome with the help of e-mails,
voice mail and faxes as well as
telephone discussiens from home,
she added.

CFOs focus on risk management

Lessons, cost pressures taught them, speaker says

CHARLESTON, S5.C—History,
technov.ogy and costs have made chisf
finanwial officers care mo== about risk
manaszment than ever beZore, speak:-
ers sa,.

“2l1Zough the concept is viewed in
variouz ways, CFOs agree that risk
management 2as becomr2 a muca
larger part of their jok in recert
years, " according to Roy < Harris Jr,
senicr aditor of Boston-zased CFO
Magaz ne.

“Ir.é==c, it has become ar. instru-
ment in the financial execative’s evo-
lution nto a kay corporate strategic
player ' Mr. Ha-ris said.

Howzver, a CFO perceives risk
manzgement as a much broader arez
than i was traditionally, he said au
the recent Liberty Mutual Greoup con-
ference for corperate risk m.anagess. A

CFO adds respons:bility for financial
risks, such as general and pension-re-
lated investments, to the operational
risks that were traditionally managed

Borderless y

MANAGEMENT
L.BERTY
MUTUAL.

through insurance.

CFQOs are paying more attenzion to
risk management th=se days fo-sever-
al rezsons, Mr. Harris said.

“Historical lessons have taught the
compeny-threatenirg dangers of
under-appreciated risks, especially
those magnified by product Lability
litigation,” he said, citing examples
includng asbestos, tobaccc, the

Excxon Valdez erd the Ford Pinto.

In addition ‘technology gives fi-
nance executives  unprecedented
access to, and coatrol over, the infor-
mation being o-ocessed by middle
managers,” he sazd.

Alsc, cost gressures have made
boards of directors more aware
of th= need tc analyze corporate fi-
nancial exposurss, the price CFOs are
payirg to redues them and the value
of altarnatives lik= self-insurance, Mr.
Harris said.

Lisa Dicksor,, vp-risk and loss con-
trol for Dallas-based Brinker
Intemetional rc, said a CFO for
a restaurant conglomerate also
needs to be coreerned about “reputa-

tional risk” A restaurant’s name
“is is greatest asset” and
Sze CFOs on next page

—

IKempPeR.

Monumental

Customer Savings

Dl l0n ‘That's howsmuch Kempecg' medlcai @anagement and clal‘m proggam&
"have saved its chents m wnrkers compensatrbn costs in recant yearr.. ,hKemp :
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it can be tarnished quickly, for
example, by news reports that
contaminated food made cus-
tomers ill, she said.

The restaurant holding compa-
ny owns and operates 600 restau-
rants in 48 states and 10 coun-
tries, including Chili’'s Grill &
Bar, Romano’s Macaroni Grill, On
the Border Cafes, Cozymel’s, Mag-
giano’s Little Italy and Corner
Bakery.

The best way to protect a
restaurant’s name is for all man-
agers and employees to adopt a
customer-service orientation that
guides activities at all times.
Should problems occur, though, it
is also important to have a good
crisis-management program, Ms,
Dickson said.

—By Meg Fletcher

More risk managers will buy
EPL coverage, survey shows

By MEG FLETCHER

Risk managers are trying to keep
pace with business growth and re-
spond to changes within their orga-
nizations primarily by expanding
their duties to cover emerging liabil-
ities, according to a recent survey
by Boston-based Liberty Mutual
Group.

To help meet that priority, more
than 50% of responding risk man-
agers said they will consider pur-
chasing employment, practices liabil-
ity coverage, which is up 10% from
last year. They will also consider en-
vironmental and product liability
programs.

Survey respondents consisted of

143 of the 250 risk managers who at-
tended the fifth annual Liberty Mu-
tual Risk Management Forum Oct.
13-15 in Charleston, S.C. Risk man-

Borderless .

MANAGEMENTg_
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agers’ second main concern is strate-
gic planning to integrate risk man-
agement activities inside and outside
their organizations, according to the
survey. Accomplishing that will en-
tail workers compensation audits

next year, according to 40% of risk
managers.

In addition, other risk managers
plan to encourage integration
through strategic projects that orga-
nize risk management activities in-
side a company, establishing risk
management committees, bench-
marking risk management with peer
companies and providing risk man-
agement education inside their orga-
nizations,

Risk managers also want to:

 Improve loss prevention through,
for example, creating safety incen-
tive programs for employees, con-
ducting ergonomic reviews and com-
plying with Occupational Safety and
Health Administration guidelines.

Clues to our new Stop-Loss rate guarantee:

50 Doaks Lane * Marblehead, MA 01945 * Corporate Headquarters: Tel (617) 631-1325
Fax (617) 631-2165 / Underwriting: Tel (617) 639-4055 ¢+ Fax (617) 631.2119

The symbols above represent
tremendous opportunity. Translation?

We now offer our clients a locked-in 2-year

rate guarantee on our Stop-Loss products. This
means that the rate you sign on for

today will hold for 2 years.

And, we add another positive spin. At the
end of Year 1, you can opt to roll over your
contract for a new 2-year guarantee!

Stop-Loss runs long and strong with us.
R.E. Moulton co-founded the Stop-Loss
industry in 1976.

We remain the industry standard today,
because we stay ahead — constantly at work
creating breakthrough products

and incentives such as this.

Give us a call now, at (617) 631-1325.
We'll clue you in on our new rate guarantee,
and our unique approach to Stop-Loss.

R.E. Moulton, Inc.

e Upgrade risk management infor-
mation systems to expand internal
data collection as well as establish
links with external providers and re-
fine the process of allocating risk.

» Consider alternative ways to fi-
nance risk, including finite risk, cash
flow plans and captives. Thirty-eight
percent indicate they will consider
finite plans as an alternative risk fi-
nance method, up from 24% in Lib-
erty Mutual’s 1995 study.

e Develop litigation management
programs.

e Focus on accelerating return-to-
work programs for disabled employ-
ees through onsite rehabilitation,
early case management and 24-hour
disability programs.

e Purchase or expand internation-
al insurance programs.

» Address risk management issues
associated with mergers and acquisi-
tions, including merging risk man-
agement programs and assessing
long-tail liabilities.

Implementing these additional
goals will be challenging for the 50%
of risk managers who expect their
budgets to remain the same. It will
be easier for the 38% of risk man-
agers who expect their budgets to
grow. In addition, 67% of risk man-
agers predict employment levels will
remain unchanged, while 25% ex-
pect their risk management staffs to
grow.

Increased familiarity with techno-
logical developments like the Inter-
net may help risk managers do more
with the same level of resources.

Sixty percent of risk managers say
they have “surfed” the Internet in
1996, double the number in Liberty
Mutual's study last year. In addition,
13% say they are ordering goods and
services over the Internet, and 7%
say they are participating in chat
rooms.

“These results show the Internet is
certainly becoming an important
source of information for risk man-
agers, with many using it for infor-
mation gathering and e-mail,” said
John F. Ryan, Liberty Mutual's vp of
commercial marketing.

Meeting
draws 250

CHARLESTON, S.C—
Making risk management
borderless was the theme of
Liberty Mutual Group's
recent fifth annual conference
for corporate risk managers.

About 250 risk managers
heard speakers and panelists
discuss ways to break down
barriers between operating
divisions both within the
United States and around the
world, among other topics.

They also participated in a
wide variety of smaller work-
shops, which included discus-
sions about risk management
information systems, the In-
ternet, commercial auto pro-
grams and various types of li-
ability exposures.

The conference was held
Oct. 13-15 at the Charleston
Place Hotel in Charleston,
S.C.

Entertainment  highlights
included tours of the Boone
Hall Plantation house and
gardens as well as a re-enact-
ment of a Civil War skirmish
and a fireworks display.

Planning for Liberty Mutu-
al’'s next fall conference is
under way. For information,
contact John F. Ryan, vp-
commercial marketing, at
617-574-5842, or Tina Ziegler,
manager of marketing ser-
vices, 617-574-5727.
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Syndicate ownership changing

R&R opens door for corporate purchases of managing agencies

By STACY SHAPIRO

LONDON—Quicker than you ean
say “Teconstruction and renewal,” the
ownership of Lloyd's of London syn-
dicates is changing almost beyond
recognition.

Since members accepted R&R, and
syndicate runoff reinsurer Equitas
Ltd. went on line in August, manag-
ing agencies have rushed to sell to the
highest bidder. Twenty of the mar-
ket’s 63 agents are now controlled by
outside corporate entities, including
investment trusts and insurers, while
another 21 such “alighments” are in
the pipeline for 1997.

But the tallies change daily. Just
last week, investment trust Anger-
stein Underwriting Trust P.L.C. an-
nounced it plans to acquire PB. Cof-
fey (Underwriting Agency) Litd,
which manages marine syndicate 902
with £37.5 million ($59.9 million) in
capacity this year.

The new corporate capital owners
also are pledging to invest in the syn-
dicates their managing agents control,
possibly making the operation a mini-
insurance company.

What was once a market of syndi-
cates is looking more like a market of

mini-insurers. But if Lloyd’s changes
too dramatically, UK. regulators may
have to review the unigue license the
market has enjoyed.

Lloyd’s now is seeing “the Big

Loyd's now is seeing ‘the
Big Bang’ with outside
investment streaming info
the market, says

Jonathan Spencer.
A 420000

Bang” with outside investment
streaming into the market, said
Jonathan Spencer, director-insurance
in the UK. Department of Trade and
Industry’s insurance directorate, re-
ferring to the term used for the up-
heaval of the London Stock Exchange
several years ago.

“As long as Lloyd’s trades with a
single license in the U.K.,” the market
must protect polieyholders that have
valid claims no matter what syndi-
cates they use, he said at a seminar
sponsored by the DYP Group last
week on the future of Lloyd’s. He said

the same would be true for the other
jurisdictions worldwide in which
Lloyd's has licenses.

“I therefore find it difficult to envis-
age a situation in which Lioyd’s re-
tains its single set of licenses here and
internationally but removes any of the
elements of the security chain which
culminate in the Central Fund”
warned Mr. Spencer.

The regulator can foresee a time,
however, when Lloyd’s syndicates are
insurers regulated by the DTI, as are
all other UK. insurers, and “the
Lloyd's franchise would disappear.”

Next year, about a dozen insurers
will control Lloyd's managing agents,
including: the St. Paul Cos. Inc.; Mid
Ocean Reinsurance Co. Ltd.; USF&G
Corp.; Terra Nova (Bermuda) Hold-
ings Lid,; Capital Re Corp, which
controls R.G.B. Underwriting Agen-
cies Ltd,; and Australia’s QBE Insur-
ance Group Ltd, which has its own
agency—QBE Underwriting Agency
Litd., with syndicate capacity of £38.5
million ($61.5 million) next year.

Indeed, Bermuda-based ACE Litd,,
set up in the 1980s when Lloyd’s and
others in London wouldn't write cer-
tain liability business, could become

See Lloyd’s on next page

—
. ?
- Buying up Lloyd’s
! Corporate buyers of managing agents |
i and their estimated capacity ‘
Total est'd 1997
‘ Managing  syndicate capacity |
Corporate buyer agency group in pounds ‘
JACELWd. | Ockham Holdings PL.C. £368.59 million
i _ Methuen Group Ltd. 384.07 million |
- AON/Strategic Pariners | Claremount Underwriting  181.75 million |
L S ©  Agency Lid. !
Jago Managing 121.24 million '
Agency Ltd. ‘
Spreckley Villers 224.50 million |
Saeo - Burhhope8 Bb.iltd,
| Chartwell Re Corp. | Archer Group 443.94 million
; e T Holdings P.L.C.
ST 15 _| Bankside Syndicate 425.54 million
Management Ltd. o
o e R e Ao Gbe NI | 325.00 million !
{Mid Ocean Reinsurance : ;
iCo. | Ld, e Brockbank Group P.L.C.  521.45 million
St. PaulCos.Inc. ~ Cassidy Davis 72.50. million
Underwriting Ltd.
Gravett & Tilling 157.95 million
Underwriting :
j G R Agencies Lid.
Terra Novz (Bermuda)
Holdings Ltd. Octavian Syndicate 279.00 million
Management Ltd. ‘
‘Trident Parinership & Risk
Capital Reinsurance Co. Hiscox Holdings Ltd.* 369.90 million
Venton Underwriting 225.61 million
Agencies Lid.
“Minority shareholding
Seurce: Lloyd's of London and Sedgwick Oakwood Underwriting Agents Ltd,
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Opening of state-run Asian insurance markets welcomed

By KATE TILLEY

KUALA LUMPUR, Malaysia—
Aslan risk managers are excited
to see state-run insurance markets

, freed up.

Sankara V. Mony, senior fellow
at Singapore’s Nanyang Business
School at the Nanyang Techno-
logical University, told attendees
at the Federation of Asian Pacific
& African Risk Management Or-
ganizations Conference Oct. 2-4 in
Kuala Lumpur that liberalization
would see insurance prices driven
down due to increased competi-

tion, and multinationals would
gain access to lower-cost reinsur-
ance accessed by their head of-
fices.

Mr. Mony, who spent 38 years in
the insurance industry as a com-
pany director in India and Kenya
before becoming an academic,
said international insurers and
reinsurers are “not averse to con-
tinuation of tariffs” while they
can concentrate on development
in emerging economies where
rates are steady.

But Mr. Mony said he believes
tariffs, which are premiums set by

Global Briefs

France’s leading export credit insurer, COFACE Group, has ac-
quired a 50.1% stake in German credit insurer Allgemeine Kred-
itversicherung , or AKV, from the Rewe Group, Germany's second
largest retailer. The Rewe Group will retain a 37.4% stake in

the government, need to be re-
duced in a phased manner and
will eventually be taken away al-
together.

Federation af
Asian

Pacific
Airican

Risk
Management

|
|
i
|
‘ Organizations

APARM

Large clients would benefit, but
some smaller and rural clients
may lose out, as cross-subsidiza-
tion would no longer be available.

Guatemalan

By GAVIN SOUTER

GUATEMALA CITY—Eighty-
two people were killed and more
than 130 were injured during a

Mr., Mony predicted new com-
panies in emerging econornies ini-
tially would have lower ratention
levels, providing some opportuni-
ties for “sound and visionary rein-
surers,”

He called on governments to
provide plans for libe-alization to
be examined publicly.

There would be pressure to lib-
eralize as major projects were
launched with glcbal capital, re-
quiring cross-border placement of
direct insurance.

T. Ramanan, FAPARMC presi-
dent and risk manager with Hin-

dustan Unilever Ltd. in Bombay,
India, called for more liberaliza-
tion of Asian economies and in-
surance markets, saying the pro-
fession of risk management will
not grow in clcsed economies.

And Mr. Ramanan said insurers
have to be “persuaded to issue
cover we want,” rather than ex-
pecting risk managers to take
what is offered.

In India, for example, the state
monopoly means there is no competi-
tion between insurers, premiums are
controlled, and insurers do not offer

See Markets on next page

stadium incident covered

spectators tumbled down ta lower
levels of the stands, he said.

Fans with forged t:ckets may
have pushed the stadium beyord
its capacity, according to the Fed-

eration Internationale de Football

Assn. in Zurich, Switzerland.
Under FIFA rules, liability in-
surance and security for World
See Soccer on page 45

crowd crush earlier this
month at a World Cup
qualifying game at the
Mateo Flores Stadium in
Guatemala City.

According to Guatemalan
soccer officials, there is lia-
bility insurance in place to
compensate the victims and
their families,

The crush happened in a
tunnel between an entrance

AKV, and Munich Reinsurance Co. will maintain the 12.5% stake
in AKV it owns. . . .Standard & Poor’s Corp. has assigned a first-
lime A+ claims-paying ability rating to the Spanish reinsurer
Mapfre Re Compania de Reaseguros S.A. S&P said the rating re-
fleets Mapire Re’s strong market presence as a subsidiary of the
Mapfre Group, which not only gives it a stronghold in Spain, but a
market presence in Latin America, Europe, and, to a lesser extent,
the Far East and North America, .. Britain’s Loss Prevention
Council, a leading international authority on loss prevention and
control, has appointed Julian Salt as the project leader of its
Technical Development Group with responsibility for heading re-
search into natural perils like windstorms, floods, subsidence and
frost damage and their impact on property insurance. Mr. Salt gate and a seating area, ac-
previously worked for Shell Research in Amsterdam and on a cording to Ramiro Guerra,
number of projects involved in monitoring the U.N. Conference on a  president of the
Climate Change. . . Angerstein Underwriting Trust P.L.C., a pub- Guatemala National Assn.
licly traded investment trust formed three years ago to underwrite of Soccer.
in the Lloyd’s of London market on a limited liability basis, is ac- The stadium already was
quiring P.B. Coifee, the managing agent for Lloyd’s marine syndi- filled to capacity for a game
cate 902. The acquisition awaits Lloyd’s approval but is expected between Guatemala and
to be completed within about a week. Syndicate 902 has been con- Costa Rica when spectators
sistently profitable since it started operating in 1976, yielding an inside began to push back
average return on capacity over the last five years of 10.9%. It has fans still trying to make it
underwriting capacity of £37.5 million ($59.9 million) for the 1996 through the tunnel, crush-
account and writes a broad spread of marine business, being par- ing them against the walls
ticularly strong in cargo, hull, liabilities and excess of loss. . . Trou- and floor, Mr, Guerra said.
bled French insurer Groupe GAN has unveiled first-half losses to “The emergency gates
June 30, 1996, of 965 million francs ($187.3 million), more than were opened, but people
{wice as large as the same time last year, when it posted losses of were already dead in the tun-
387 million francs (3$75.1 million). nel,” Mr. Guerra said. An injured soccer fan is carried out of Mateo Flares Stadium in Guatemala City after a
’ In the ensuing panic, other crowd crush killed 82 people and injured more than 130.

AP/'WORLD WIDE PHOTQOS
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Lloyd’s
Continued from previous page

the largest corporate manager of
Lloyd's capacity next year.

ACE already owns Methuen Group
Litd. and said recently it plans to buy
seven of the nine Sturge syndicates
held by Ockham Holdings P.L.C. (BI,
Sept. 30). Together, these agencies
will control about £752.7 million
($1.20 billion) in capacity next year,
including the market’s two largest
aviation syndicates, Lloyd’s statistics
show.

“Lloyd's is on the comeback,” said
Brian Duperreault, chairman of ACE,
which plans to operate the agencies
like “an insurance entity.”

ACE could streamline the agencies’
backroom offices but allow under-
writers to work independently, he
said. Lloyd's underwriters always

have had an entrepreneurial flair and
high visibility. “It's what I don’t want
to lose,” Mr. Dupersreault said.

Next year, ACE also will contribute
£115 million ($183.7 million) of the
capital of the Methuen syndicates, up
from £25 million ($39.9 million) this
year.

Another corporate owner next year
will be Stamford, Conn.-based
Chartwell Re Corp., which has offered
£36.3 million ($58 million) to buy
Lloyd's fourth-largest managing
agency, Archer Group Holdings
P.L.C. (BI, Oct. 21).

Archer manages 11 syndicates,
which will have capacity of £443.9
million ($709.1 million), Lloyd’s
statistics say.

Chartwell Re doesn’t plan to be-
come the largest capital provider of
the Archer syndicates but will provide
7% of their capacity when the deal is
completed and eventually meet

Lloyd’s requirement to provide at
least 15%, said Richard E. Cole,
Chartwell Re’s chairman and CEO.

Last week, Archer announced a
new corporate syndicate—2741—
would run parallel with marine syndi-
cate 741 and whose capital will come
from Global Capital Reinsurance Lid.
of Bermuda.

Steven J. Bensinger, president of
Chartwell Re, said Lloyd’s in the near
future will have “quite disparate
structures within it, which is fine (as)
that can all work under the same um-
brella.”

So far, the second-largest corporate
player for next year is London Insur-
ance Market Investment Trust P.L.C,,
one of many investment trusts—in-
cluding one involving Aon Corp—
buying into agents.

LIMIT’s investment in Bankside
Syndicate Management Ltd. and Jan-
son Green Ltd., however, is more

strategic to prevent the investment
vehicle from being vulnerable to “the
rapid process of change in the capital
structure of Lloyd's,” said Managing
Director Michael Carpenter.

LIMIT provides capacity this year
of £610 million ($974.5 million) to 95
syndicates managed by 34 agencies.
Of this, only £18.5 million ($29.6 mil-
lion) went to Janson Green syndicates
and £57 million ($91.1 million) to
Bankside.

Janson Green and Bankside will
continue as “autonomous units” and
will be floated on the London Stock
Exchange in five to seven years, he
said.

But some, including Detlef Steiner,
CEO of Zurich Re, a unit of Zurich In-
surance Group, don’t see Lloyd’s as a
good investment. “They are doing
business the way they did before, and
I don't believe this system will be suc-

B R S N S S

What realiy néeds to be exami
didn’t save $1200 by seeing a physical therapist first.

edrls why this patient

By making physical therapists your first

1 line of treatment in patient care, you can
save 123% on each case (an average of
$1200 per patient).* Physical therapists
don't use MRIs or drugs in evaluation and
treatment. And because they specialize
in the function of the musculoskeletal

| system, they're experts on how muscles,

I nerves, joints, and bones work togéther.

1 So they get results fast.

Early intervention by a physical
therapist can prevent or reduce complica-
tions in a wide range of conditions such
as neck and low-back pain, carpal tunnel
syndrome, arthritis, stroke, and cardiovas-
cular disease. It can also reduce the need
for more expensive surgical procedures.
And it can save you even more by
getting people back to work sooner and
preventing recurences.

For more information, call Jim Nugent
at 1-800-999-2782, ext. 8511.

Put your health in the hands of a

*According to a recent study

Physical 'l'hempist. from Geargetown University

AMERICAN
PUYSICAL THERAPY
ASSOCIATION

3 YEARS OF HEALING
THE GENERATIONS

Markets

Continued from previous page
industrial all-risks coverage, catastro-
phe coverage, nor are higher de-
ductibles available, and Indian corpo-
rations cannot establish captives.

Mr. Ramanan said China and India
are “sleeping giants which have slept
too long.” Both are “awakening” and
represent major markets for insur-
ance and risk management.

Dato’ Mohd Annuar Mohd Senawi,
former executive chairman of
Malaysia National Insurance Sdn.
Bhd. and now chairman of two Kuala
Lumpur-based corporations—Land-
mark Bhd. and Seni Jaya Corp.
Bhd—told the conference the
Malaysian government decided last
year to attract more foreign reinsurers
to Malaysia to increase premium re-
tention onshore.

He said the growth economies in
Asia, plus flattening economies in Eu-
rope, make the region attractive.

Mr. Senawi said Malaysian insurers
need to now develop their own rein-
surance departments to write more
reinsurance business for the region.

Ajit Nath Jha, chief executive offi-
cer and senior vp of Environment,
Risk & Insurance Management with
the Essar Group, an Indian corpora-
tion with shipping and oil exploration
interests, said he supports liberalizing
the Indian insurance market.

He said that since his department
was established in 1994, hie has devel-
oped “the 10 commandments of risk
management,” which include guide-
lines for loss prevention, precaution-
ary measures and a system to review
those measures, and the board has
signed it.

He said Essar's deductible on most
of its property/casualty policies, be-
fore the risk management department
was established, had been as low as
5,000 rupees ($140). “It costs me more
than that to send a letter,” he noted.
Policy wordings and rates were the
same, regardless of the risk.

Indian insurers did not understand
risk management, so corporations
“ended up paying more, and getting
terms and conditions we didn't want.”

Once he established a risk manage-
ment department and implemented
risk management and disaster man-
agement strategies, Mr. Jha said he
decided to go directly to Lloyd’s of
London and other international in-
surers and reinsurers. Initially the
premium was double for the property
coverage for the company’s oil and
offshore gas risks.

“I thought I'd lose my job,” he com-
mented. However, once Mr. Jha pre-
sented all his loss statistics and
demonstrated his programs in person
to underwriters, he was able to obtain
coverage at 280 million rupees ($7.8
million), almost half the original
quote of 700 million rupees ($19.6 mil-
lion).

“Underwriters are not fools; they
asked for higher deductibles (for
cheaper coverage), and 1 was confi-
dent that with the safety audits I had
put in place, negligence claims would
not occur.”

Mr. Jha said the oil market has soft-
ened, and his loss record was good, so
the premium is now down to 210 mil-
lion rupees ($5.9 million).

With liability risks insured through
a P&I club, Mr. Jha has achieved a
40% premium reduction by demon-
strating the safety systems in place.

Reg A. Bancroft, general manager
(Pacific operations) for Royal Global
Insurance Pty. Ltd., in Sydney, Aus-
tralia, said the Asian nations, which
now account for 20% of global premi-
um, will account for 50% by 2020.

Rapid growth and deregulation
present a favorable investment cli-
mate for insurers, he noted.

But he warned that they should not

Continued on next page
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Continued from previous page
adopt “a gold rush mentality.”

Mr. Bancroft said overseas insur-
ers with 2% of the Japanese market
carried more than 50% of the losses
from the Kobe earthquake (BI, Jan.
23, 1994; Jan. 30, 1994).

He guestioned whether that was
a reflection of the Japanese mar-
ket's failure to meet customers’
needs, or that by leaving larger,
more difficult risks to foreign in-
surers “perhaps. . .they know some-
thing we don’t.”

Brian Roylett, chairman of the
Sydney, Australia-based RiskCorp
Consulting Group, which includes
RiskCorp Aust. Pty. Ltd., and com-
panies in New Zealand, China and
Malaysia, told the conference risk
management would not become ac-
cepted in China until the impetus
came from reinsurers and joint ven-
ture partners.

Workplace
Injuries
rise in U.K.

By SARAH GODDARD

The number of fatal workplace
injuries in the United Kingdom re-
mains stable, though the number
of non-fatal accidents is up over
the prior year, new statistics pub-
lished last week by the Health &
Safety Commission indicate.

Although the figures are still
subject to final ratification, pre-
liminary HSC results indicate 272
fatalities among employees and
self-employed  individuals—um-
changed from 1994’s rate, said
HSC Chairman Frank Davies.
And preliminary figures for the
number of non-employees who
were killed as a result of work-
place accidents fell to 90, com-
pared with 104 in 1994,

But the underlying trend of in-
juries from workplace accidents—
including ernployees, the self-em-
ployed and the public—requiring
more than three days off work is
deteriorating.

In 1994, 137,459 such injuries
were reported to the HSC, com-
pared with 142,218 last year, a rise
of more than 3%.

And major injuries, such as
burns or amputations, rose by al-
most 5%, to 30,996 in 1995 from
29,531 in 1994,

The increase in injuries is partly
because more accidents are being
reported, though Mr. Davies ad-
mitted the HSC estimates it is only
informed of one-third of all in-
juries.

Asbestos-related deaths  will
continue to increase probably for
the next 25 years, predicted the
HSC. At their peak, between 1,300
and 3,300 deaths each year due to
mesothelioma, a form of cancer
linked to asbestos exposure, are
expected, the HSC said. But claims
for occupational deafness, work-
related skin diseases and a repeti-
tive motion injury called vibration
white finger are falling.

The Health & Safety Executive
is working to streamline and clari-
fy health and safety regulations,
said HSE Director General Jenny
Bacon.

L]
“Health and Safety Commission

Annual Report 1995/96” costs £16
($26), and “Health and Safety
Statistics 1995/96" costs £13.50
($22). Both are available from HSE
Books, PO Box 1999, Sudbury,
Suffolk CO10 6FS, telephone: 44-
1787-881165, fax: 44-1787-313995.

Foreign investment in the Chi-
nese insurers, through joint ven-
tures, also would be a catalyst for
introduction of effective risk man-
agement, he said.

The Chinese government issued
five new insurer permits in Jan-
uary, and Mr. Bancroft predicted
further market expansion.

William F. Ramonas, president of
American Risk Consultants Corp.
in Fort Lee, N.J., said South Korea
is breaking down its tariff rates
gradually over the next two years,
as part of an insurance commodity
price deregulation plan implement-
ed by the Ministry of Finance in
1994,

“With price competition comes
requirements and standards for re-
porting and assessing risk. This em-
phasis on loss control will pay
sound dividends,” Mr. Ramonas
noted. E
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Satellite exec seeks more flexible insurers

1994 losses still influencing rates, despite better results in 1995, he claims

By KATE TILLEY

KUALA LUMPUR, Malaysia—
Insurers must be more flexible
and creative in underwriting
satellites, or else risk losing
ground to self-insurance mecha-
nisms, a Malaysian satellite exec-
utive says.

Current satellite insurance rates
are too high for the risk and re-
flect 1994 losses rather than 1995
and current conditions, he
charged.

Abdul Halim Hamid, senior
manager at Measat Satellite Ser-
vices, a unit of Kuala Lumpur-
based Binariang Sdn. Bhd., called
for more “innovative insurance
programs’’ in a paper presented at
the first FAPARMO Conference
Oct. 2-4 at the Kuala Lumpur
Hilton.

Measat is about to launch the
nation’s second telecommunica-
tions satellite.

The orbiter, Measat-2, is due for
launch Nov. 13 by Arianespace at
the Guiana Space Center in
Kourou, French Guiana,

Mr. Hamid said satellite insur-
ers should take “different ap-
proaches™ to in-orbit coverage
and should insure mission-critical
redundancies from failing before
a launch.

He thinks insurers should take
more individual approaches,

rather than setting their rates too
far in advance and keeping them
high because of failures by some
launch vehicles, while other have
better records.

And he said insurers should not
predetermine the orbit rate before
the launch phase had expired.

Razak Shakor, chairman and
chief executive officer of Johnson

Federation of
Asian

Pacific
African

Risk

‘ AP Amo Management
Organizations

& Higgins Insurance Brokers (M)
Sdn. Bhd. in Kuala Lumpur, said
Lloyd’s of London’s Marham syn-
dicate was lead insurer for both
the first Malaysian satellite,
Measat-1, and the second.

Fifteen Malaysian insurers par-
ticipated on the Measat program,
providing a net line of $1.5 million
altogether among the 15 for both
satellites as a package. Mr.
Shakor said the line was “not big,
but it’s a start.

“We negotiated a package of in-
surances for both,” said Mr.
Shakor, who is Measat’s broker
and risk management adviser.
Measat-1, launched Jan. 13, is
now in orbit.

It cost more than $100 million to
build and launch, and Measat-2
has a similar value. Mr. Shakor
would not disclose the rate
Measat paid for the satellites’ in-
surance coverage.

He said Measat chose Arianes-
pace as launch provider because
its success rate is good, noting
that 76% of insured satellite loss-
es occur in the launch phase.

The Measat satellites provide
satellite television and mobile
telephone services to Malaysia.
Astro, Measat's satellite broadcast
service, launched Oct. 1, provides
direct broadcast services to sub-
scribers who install a satellite
dish in their homes or offices.
Measat also provides Internet ac-
cess, giving subscribers a free
satellite-linked modem.

Measat’s Mr. Hamid predicted
that 1,000 satellites would be or-
biting the earth by the year 2000,
with launch failures increasing
the demand on existing satellite
capacity.

While noting the “satellite busi-
ness is risky,” Mr. Hamid said his
company implemented a strategic
risk management program to min-
imize its exposures.

Such loss prevention is critical
because, apart from the asset loss
if a satellite fails or is destroyed,
consequential losses and extra ex-
penses are ‘“‘the most damaging

for both the short and long
terms,” he said.

Rebuilding a satellite can take
20 to 24 months, a time frame that
could be commercially damaging
to the broadcaster.

In addition to implementing
its risk management program,
Measat bought prelaunch, launch

- 1.
‘Over the years, the
space insurance market
has been generally
folerable for underwriters,’
Abdul Halim Hamid says.

and in-orbit coverage.

J&H’s Mr. Shakor said the pro-
cess of securing coverage involved
providing comprehensive briefing
documents for underwriters, mak-
ing presentations to underwriters,
then further providing clarifica-
tion and finally the preparation of
policy wordings and placement.

“There’s a lot of financial, tech-
nical and legal documentation,
making it absolutely clear whose
responsibility the satellite is at
each stage,” he said.

Mr. Hamid complained that the
satellite insurance industry’s poor
1994 underwriting results—losses

of about $770 million vs. premi-
ums of $550 million—still are in-
fluencing rates in the market, de-
spite a profitable 1995.

“But 1994 may have been an un-
usually bad year for the insurance
market. Over the years, the space
insurance market has been gener-
ally tolerable for underwriters,”
he said.

At current prices, many satellite
operators consider insurance “a
lousy bet,” with rates higher than
the risk warrants, according to
Mr. Hamid.

Satellite owners will self-insure
or manage the risk themselves if
insurance rates continue to out-
weigh the risks, he warned.

J&H's Mr. Shakor said rates
over the past year had varied from
12.5% to 27% of the insured
value, depending on the launch
vehicle used, the satellite itself,
and other factors.

Underwriters use 1994 as an ex-
ample of their exposure to losses,
though satellite insurance, like
other insurance markets, is cycli-
cal, Mr. Shakor said. “They are
trying to capitalize on a bad
year,” he said.

Ample capacity is another fac-
tor supporting a reduction in
rates, according to Mr. Hamid.

Satellite insurance capacity is
increasing, with $550 million of
capacity available this year, up
from $510 million in 1994, he said.

“With increasing market capac-
ity, premiums should fall, espe-
cially when the capacity exceeds
the typical insured value,” he
noted.

Risk manager says peers need more qualifications

Greater respect comes with better credentials: Ramanan

By KATE TILLEY

KUALA LUMPUR, Malaysia—
Risk managers in Southeast Asia
must improve their qualifications
before they can expect to be taken

seriously in their organizations,
one of their peers says.

Risk managers have become “too
idealistic” and are failing to ad-

dress the reality of their jobs, said
T. Ramanan, president of the Fed-
eration of Asian Pacific & African
Risk Management Organizations,
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and group controller, risk manage-
ment for Hindustan Unilever Ltd.
in Bombay, India. They should
spend less time talking and more
time managing risks, Mr. Ramanan
said.

Professionals must gain formal

Federation of
Asian

Pacific
African

Risk

APAHM Management
| Organizations
risk management credentials, like
the A.R.M. designation in the Unit-
ed States and qualifications of-
fered in the United Kingdom and
become “fully qualified in the ac-
tual nitty gritty of risk evaluation
and assessment,” Mr. Ramanan
said at FAPARMO's conference
earlier this month in Kuala
Lumpur.

In India, for example, there are
only 39 risk managers with qualifi-
cations like the Associate in Risk
Management designation in the
United States.

Until they have qualifications,
risk managers will not be taken se-
riously, he warned. Many in top
management still see them as no
more than insurance buyers.

Mr. Ramanan said risk manage-
ment should be taught in schools
and universities worldwide as part
of management education courses.

Risk managers also can learn
from underwriters and should see
them as “part of the risk manage-
ment family,” he said.

And consultants, Mr. Ramanan
said, should be viewed as “oppor-
tunities, not threats.”

While an internal auditor could
“find out what went wrong,” a
consultant could examine a corpo-
ration’s risks from “a step away,”
and then perhaps help prevent the

loss, Mr. Ramanan said.

Risk managers also should learn
from other nations, and FAPARMO
is a means by which Asian risk
managers could share knowledge,
he said.

Kevin W. Knight, immediate past
chairman of the International Fed-
eration of Risk & Insurance Man-
agement Assns. said that while
some activities could be outsourced
profitably, there is always someone
in an organization responsible for
risk management and working
with consultants.

“A consultant will never know
the soul and mind of an organiza-
tion. Risk management can't be left
to outsiders, who see only the best
side of an organization,” said Mr.
Knight, who also is risk manager
for the Queensland Education De-
partment in Brisbane.

As FAPARMO member countries
increase trade and commercial in-
teraction, it is essential that they
also share risk management pro-
cesses, he said.

Mr, Knight said FAPARMO's ad-
vancement of risk management in
Southeast Asian countries faces
three threats.

Those threats are:

s Self-interest and resistance to
change among established groups
and individuals in risk manage-
ment positions.

¢ The attitude of too many senior
executives whose primary concern
is purchasing insurance.

e A parochial, isolationist atti-
tude among many in business,
which means they are ignorant of
issues beyond their own business.

Mr. Knight told the conference
that in addition to the seven found-
ing associations of FAPARMO—
Australia, India, Japan, Malaysia,
the Philippines, Singapore and
South Africa—organizations in
Taiwan, Nigeria and South Korea
also want to join, plus additional
bodies in Australia, Japan and
South Africa. Bl |




Sotieboo Iitowilufnle, JLLLDEL 406, LIJ20 f 29

INTERNATIONAL

Beyond multinationals risk management
reamains rare in developing countries

By KATE TILLEY

KUALA LUMPUR, Malaysia—
Risk managers can provide vital
expertise to companies in emerg-
ing economies, since many devel-
oping nations do not have suffi-
cient understanding of the
concept, the head of a risk man-
agement group says.

The term risk management fre-
quently prompts “blank looks or
the comment that you buy insur-
ance,” Tony Farmer, president of
the Malaysian Assn. of Risk & In-
surance Management, told the in-
augural conference of the Federa-
tion of Asian Pacific & African

consultant, said many Asian com-
panies do not employ risk man-
agers, and there are few formal

Federation of
Asian
Pacific
African
Risk

AP ARM Management
Organizations

risk management programs, other
than in large multinational corpo-
rations.

Mr. Dyson said the Asian insur-
ance markets are “perpetually
soft,” and there is little legal ac-
tivity creating liability exposures

The Asian insurance markets are
‘perpetually soft,” and there is little legal
activity creating liability exposures for
business, says J. Alvin Dyson.

Risk Management Organizations
Oct. 2-4 at the Kuala Lumpur
Hilton.

Multinational companies with
branches in Malaysia and other
emerging economies are well-fa-
miliar with risk management. But
the concept is unknown to some
Malaysian companies, even
though the nation is launching
satellites (see story, page 44) and
building the world’s tallest build-
ing.

The lack of prior risk manage-
ment knowledge in Malaysia and
other emerging markets provides
the opportunity for risk manage-
ment to be “ingrained into the
culture of our organizations,” said
Mr. Farmer, risk manager for
Shell Malaysia Ltd. in Kuala
Lumpur.

Mr. Farmer's views were echoed
by Maizon Omar, general manager
of the Malaysian Insurance Insti-
tute, which co-hosted the confer-
ence.

“Frontier issues are not being
faced by risk managers here. Risk
management is more basic. There
is a balance needed between mini-
mizing risk and speeding develop-
ment, and that’s where risk man-
agers can contribute to economic
development,” according to Ms.
Omar.

J. Alvin Dyson, director of Mel-
bourne, Australia-based Dyson
Risk Management Pty. Ltd. and
formerly a Hong Kong-based risk

for business.

But business losses are a key
issue for Asian businesses because
they directly impact money mak-
ing, and risk managers therefore
should focus on skills to protect
business and infrastructure devel-
opment continuity.

“Successfully projecting our-
selves as major contributors to
economic development will allow
risk managers to become highly
regarded individuals, and (will
allow) the process of risk manage-
ment to contribute to the national
and corporate bottom line in a
more sophisticated manner than
simply widening policy conditions
or keeping insurance costs down,”
he said.

Mr. Dyson said many in the
worldwide insurance industry
think risk management is re-
quired only when claims outstrip
premiums. However, insurance as
a risk management alternative has
several negatives: It is expensive,
cyclical, does not cover all expo-
sures, and the policyholder loses
control of the claims management
process.

“Insurance is an after-the-event
treatment method,” he noted.
“Having a policy has never
stopped a loss happening,” he
noted.

Khairudin Bin Damhoeri, senior
manager, corporate planning,
with Kuala Lumpur-based Kop-
erasi Polis DiRaja (Malaysia)

Kickoff

Continued from page 41

Cup qualifying games are the re-
sponsibility of the soccer associa-
tion of host countries.

A local newspaper reported last
week that the Guatemalan associ-
ation had overlooked insurance
it organized the game. Following
the report, the Guatemalan gov-
ernment seized the proceeds of
ticket sales for the game, Mr.
Guerra said. The $150,000 seized
would have been used to compen-
sate the injured and families of
the victims if there had been no
insurance, he said.

However, at a meeting of the as-
sociation last Wednesday, soccer
officials said that coverage was in
place, Mr. Guerra said.

The coverage was arranged by a

senior member of the Guatemalan
soccer authority who is an execu-
tive at a unit of Assicurazioni
Generali S.p.A. in Guatemala, Mr.
Guerra said.

It was not clear whether Gener-
ali provided the coverage. The de-
tails are expected to be released
shortly.

The crush happened at around
7.30 p.m. on Oct. 16. while the
Costa Rican team was warming
up on the field.

FIFA postponed this match,
which was part of a qualifying
round of games in the CONCA-
CAF preliminary group involving
countries in North, South and
Central America and the
Caribbean.

Members of the group are trying
to qualify for the next World Cup
which will be held in France in
1998.

Bhd,, in a workshop targeting risk
managers in small corporations,
pointed out that all businesses in
Malaysia must comply with the
1994 Occupational Safety &
Health Act, plus the 1965 Compa-
nies Act. He warned that jail is a
potential penalty for breaches of
54 separate provisions of the
Companies Act, which regulates
businesses in Malaysia. The Occu-
pational Safety & Health Act is
aimed at securing the safety,
health and welfare of workers.

Reynaldo A. de Dios, president
of risk and insurance management
consulting firm R.A. de Dios & Co.
Ine., in Manila, Philippines, said
Asian risk managers in the past
adopted the attitude of “insuring
everything at the cheapest possi-
ble cost.” But as corporations see
the need to assume greater risks,
and adopt the axiom ‘“prevention
is better than cure,” loss control
and safety are becoming higher
priorities,

Mr. de Dios said the Philippines
probably was the first Asian na-
tion to legislate for risk manage-
ment in the government sector,
with a 1978 mandate requiring
departments to conduct invento-
ries of exposures, analyze the
risks, evaluate insurance policies
and report on the advisability of
establishing sinking funds to pay
for uninsured losses. The law also
required recommendations on risk
management policies.
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Continued from page 1

One of the biggest obstacles the
TPA faced in recovering the mistaken
payments was that the dialysis cen-
ter’s attorney did not understand all
the issues involved in the controversy,
Mr. Peters said.

In fact, the issues are complex and
involve the shared responsibility be-
tween employer health plans and
Medicare for primary payment of
medical bills of ESRD, an impairment
of the kidneys for which there is no
cure, only expensive treatment.

Under a law passed in 1973,
Congress expanded the Medicare pro-
gram to provide coverage for ESRD
for people under 65, the normal eligi-
bility age for Medicare.

That change in law created a huge
entitlement program. In 1994, the last
year statistics are available, Medicare
spent $8.4 billion to cover the medical
bills of about 232,000 ESRD patients.

But Congress has looked for ways
to frim the program’s cost. Several
legislative changes ultimately made
employers’ health care plans the pri-
mary payers for the first 18 months of
medical bills for employees or retirees
under 65 who develop ESRD. After 18
months—or when an individual with

ESRD turns 65—Medicare assumes
primary responsibility for these costs.

In the case of retirees who develop
ESRD after turning 65, Medicare is
the primary payer.

In October 1990, HCFA issued a
new interpretation of how ESRD and
Medicare secondary-payer statutes
affected employer responsibility to
provide COBRA health care continu-
ation coverage to former employees
who developed ESRD.

It said the 18-month period of pri-
mary employer responsibility for
medical bills of employees remained
in place even if the individuals termi-
nated employment and received
COBRA coverage from their former
employers.

Under the HCFA interpretation, if
the 18-month ESRD employer/Medi-
care coordination period began, for
example, six months before an em-
ployee quit, the employer would still
have to offer COBRA coverage to the
former employee for another 12
months.

But that interpretation stunned in-
surers and plan administrators. They
said the federal COBRA statute clear-
ly states that one of the situations in
which employers need not offer or can
terminate COBRA coverage is when a
beneficiary becomes entitled to Medi-
care, such as developing ESRD.

In a suit filed by Blue Cross & Blue
Shield of Texas. the 5th U.S. Circuit
Court of Appeals in 1993 upheld a
US. Districtc Court ruling that
HCFA’s position had no statutory
basis.

In the wake of the court rulings,
HCFA, in November 1993, formally
rescinded its interpretation and said
employers could terminate COBRA
coverage for former employees enti-
tled to Medicare because of ESRD.

At the time of its policy reversal,
HCFA said providers who received
refund requests from employers and
plan administrators for medical bills
of COBRA beneficiaries could file
claims with Medicare for services
without regard to Medicare’s normal
claims filing deadline. Generally,
providers must file claims with Medi-
care no later than 15 to 27 months
after a service is delivered.

Last month, though, “because of the
need for efficient program adminis-
tration,” HCFA said, effective April 1,
it would no longer pay claims relative
to past COBRA situations for services
that are not delivered within the nor-
mal 15- to 27-month Medicare claims
filing period.

HCFA earlier said it cannot force
providers to refund to employers and
administrators the claims payments
they received from employers’

COBRA plans.

But the agency noted at the time
that in situations where providers
refuse to refund COBRA plan pay-
ments, an employer might be able to
offset future payments to the provider
in order to recover its COBRA pay-
ments.

Of course, that strategy would not
work if the employer no longer deals
with the provider, such as when it
moves to a managed care network
and the provider is not in the network.

Financially, providers have little in-
centive to file claims with Medicare
for services Medicare should have
covered but were paid by employers’
COBRA plans.

For example, Medicare rates for
dialysis centers typically are 40% to
50% less than what the centers charge
group health care plans, said Mr. Pe-
ters. As a result, if a dialysis center re-
funds a COBRA payment to an em-
ployer, it is likely to receive a lot less
from Medicare when it files a claim
with the program compared to what it
is refunding to the group plan.

For that reason, dialysis centers
aren't likely to leap to file claims with
Medicare for services that employers’
COBRA plans erroneously paid for.

“As a practical matter, you are ask-
ing providers to do additional work so
they can end up with less money in

their pockets,” said Robert Roth, a
principal with Michaels, Wishner &
Bonner in Washington, who repre-
sented Benefit Plan Services in effort
to recover COBRA plan payments
from a dialysis center.

Still, employers and plan adminis-
trators have pressured providers into
refunds for payments made by
COBRA plans for former employees
with ESRD. “Our position was we
will get our clients’ money back,” Mr.
Peters said, adding that the provider
realized it could face litigation if it
didn't refund the claims payments.

For employers who want to try to
get back from providers claims pay-
ments made by COBRA plans, the
prudent course of action is to contact
providers now, said Mr. Roth a former
HCFA attorney.

Mr. Roth says employers seeking re-
funds should advise providers that
courts have established that HCFA
had no authority to compel COBRA
plans to pay claims for former em-
ployees with ESRD who became eligi-
ble for Medicare.

With the expanded claims filing
deadline ending on April 1, employers
and plan administrators should ad-
vise providers to bill Medicare now
and refund COBRA claims payments
to the employers or administrators,
Mr. Roth added.
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SENIOR UNDERWRITER

Large New York based Medical Malpractice Insurance company
seeks Senior Underwriter for its expanding Hospital Division.

In addition to underwriting healthcare facility accounts, this successful
candidate will be involved in new program development and marketing.
Minimum of 7 years underwriting experience required, 4 of which are

in healthcare professional liability. Some general liability experience
preferred. Excellent communication skils a must. We offer a
competitive salary and fully paid benefits package. Please fax/mail re-
sume with salary requirements to:
Human Resource Department
P.0. Box 4300, Manhasset, NY 11030
Fax: (516) 365-7522

INSURANCE CAREER CENTER
http://insjobs.com

Wherg instirance s get hired!
Place your resume online confidentially or in a public
forum. Search hundreds of current Insurance positions
listed by fop Companies, Brokers and Recruiters
To advertise open positions call;

(410) 266-3970

UNDERWRITERS/AGENTS

A+ rated Insurance Company seeks
specialty underwriters/agents for
growth and profit-sharing.
EWCI-SEARCH
1-800-566-4578
Fax: 1-201-666-2642
email: gmegee @ix.netcom.com

fora

Achieving Success Through Focus & Commitment.

Unbridled growth & profitability has made this an exceptional time to join our
underwriting management company, Monitor Liability Managers, Inc. We're a
member company of W.R. Berkley Corporation, a $3 Billion holding company
doing business through its subsidiaries in four segments of the insurance industry:
Regional Property Casualty Insurance, Speciality Insurance, Alternative Risk Mar-
kets, and Re-Insurance. Through the vision of our parent company, we
continue to achieve success by providing excellence in service to the professional
liability insurance market.

EPL UNDERWRITING MANAGER
Reporting to the VP of underwriting, this exceptional opportunity involves the
start up of an underwriting area for Employment Practices Liability risks on a na-
tionwide basis. The selected candidate will be charged with building staff and
managing the department. Position requires 3-6 years experience in handling em-
ployment liability matters pending in federal and state courts. Insurance
coverage experience helpful,

SENIOR UNDERWRITER

We seek a Senior Underwriter for our active Directors & Officers and Liability
Dept. This individual will aid the company in expanding its national D & O busi-
ness and evaluating D & O liability risks, including potential securities exposure.
This position requires strong analytical skills, including the ability to analyze
insurance coverage and financial data. The qualified candidate will possess excel-
lent interpersonal and communication skills, with the ability to create solid
relationships within the insurance brokerage community and to work in a team-
oriented environment. Insurance experience and PC literacy are a must.

Take charge of an exciting career opportunity. We offer an excellent compensa-
tion/benefits package, including company-paid employee medical/dental insur-
ance, 401(k), profit sharing, stock purchase plan, tuition reimbursement & more,
along with an environment conducive to personal & professional growth. Quali-
fied applicants should send/FAX resume, with salary history & requirements to:
Monitor Liability Managers, Inc., Attn: Human Resources, 2850 W. Golf Road,
Suite 800, Rolling Meadows, IL 60008-4034. FAX: (847) 806-6592.

£ Monitor Liability Managers, Inc.
A Member Company of the W.R. Berkley Corporation
An Equal Opportunity Employer.
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“Where Professionals Insure Their Careers”

l:l Risk Management Q Insurance Brokerage
U Safety & Loss Control 0 Risk Management

a Clalms Management Consulting
Ask About Our Temporary Opportunities! |

15 James Street, Main Level, Florham Park, NJ 07932
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RicHARD MEYERS
& ASSOCIATES. INC.

-— " g5 T i Sl S

tofill
the |ob?

nniiéiﬁééé :
Insurance
Clqssmeds

WORKERS COMPENSATION RESEARCH INSTITUTE

Program Managers for

System Performance and Measurement Benchmarking
Employer Benchmarking
Medical Management of Disability and Benefit Integration

Professionals knowledgeable in workers compensation to

* Build partnerships with state agencies, policymakers, insurance
companies, managed care organizations, and key employers in
various industries

* Ensure uniformity of work processes and comparability of results

* Assist in marketing and disseminating results

Data Systems Manager

* Technically skilled, experienced, and creative in the application of
technology to public policy issues

« Able to build and manage partnerships with data managers/vendors/
warehousers

= Ready to oversee technical quality and productivity of information
systems

Contact Edward Dolan at WCRI
101 Main St., Cambridge, MA 02142. Fax (617) 494-5240

assure
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312 649-5340
for
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Business
Insurance
Circulation Breakdown

Commercial Consumers

Administrative:
CEQ’s, Presidents, and Owners, ......... 1,748
Vice Presidents, General Managers and

Other Administrative Personnel ...

Financial:

Chief Financial Officers and Vice Presidents
(5 e S 3m
Secretaries, Treasurers, controllers and

other Financial Personnel ............... 2,827

Risk/Employee Benefits:

Vice Presidents, Directors, Managers, and other
refated department personnel of. insurance, risk,
employee benefits, personnel, compensation,
pension, safety, security, industrial relations,

4,884

human resources and employee/
labor relations ............. et 17,307
Sub-total .................... 29,775
ASSHERIONS s e 3
Government, Unions and
Educational Institutions ..................969
Commercial Consumers
Subtotal.................... 3,045
Insurance Agents and Brokers . ......... 8,664
Insurance Companies .................. 7831
Accountants, Actuaries,
Attorneys & Consultants .............. 3148
Adjusters, Appraisers, TPA's, Captive Managers
& Health Care Providers ................ 1,880
Others Allied to the Field ..................680
Total Qualified .............. 53,248
Non-qualified ......................... 12
Single Copy Sales .......oivuvncrarninsns 40
TOTAL CIRCULATION ... 53,300
* Source Business/Occupational

breakdown of qualified circulation,

May 27,1996 Issue, as

submitied to BPA for June 1996

BPA Publisher’s Statement
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Financial markets, technology
will take greater role: Survey

By JOANNE WOJCIK

SAN FRANCISCO—The insurance
industry will continue to shrink anc

financial markets will play a larger
role in risk financing in the next cen-
tury, according to members of the
National
Assn. of In-
dependent
Insurers.
Technol-
ogy—espe-
cially the
Internet
and World Wide Web—also will revo-
lutionize the way insurance business
is fransacted, respondents to the
NAI'’s survey on “Insurance Trends
and Forecasts for the 21st Century.”
And tomorrow’s smaller, high-
tech-oriented insurers will need to at-
tract and retain better personnel and
management to differentiate them-
selves from their competitors, NATI
members predict.
Of the 140 insurance company chief
executive officers that responded to

California
‘willing to

By JOANNE WOJCIK

SAN FRANCISCO—When Califor-
nia Insurance Commissioner Chuck
Quackenbush took office two years
ago, he expected to find a department
full of civil servant paper-shufflers.

Instead, he found were piles and
piles of untouched paper—including
mountains of unopened packages
containing time-sensitive legal filings.

“We called in associates from the
law firms that did work for the de-
partment to help get rid of the back-
log,” Mr. Quackenbush recounted.

“They were more than willing to
help,” he said. “Then we asked them
to do it for free.” The firms provided
the help free.

Mr. Quackenbush's mission as the
first conservative Republican elected
to the insurance commissioner post is
to streamline regulation to enhance
competition. “T want to create a regu-
latory and economic environment

irresistible
to insur-

ers,” he
said during
the 5lst
annual

meeting of
the Na-
tional Assn. of Independent Insurers
Oct. 13-16 in San Francisco,

Mr. Quackenbush continuously es-
poused free market principles during
his 1994 campaign. “Proposition 103
did some devastating things to this
marketplace,” he said, referring to the
voter initiative that forced insurers to
roll back premiums for most lines of
insurance and subjected future rate
increases to prior regulatory ap-
proval.

Because Proposition 103 added to
the department’s administrative
tasks, its staff size ballooned to 1,100
people from 325 in just four years.

While the increased size of the de-
partment may have been justified
given the new prior approval respon-
sibilities, Mr. Quackenbush soon dis-
covered “nobody was told what to
do.” So the department was, in effect,
in a state of inertia, he said.

After the backlog was eradicated,
he set out to speed up the depart-
ment’s paperwork turnaround time as
much as possible—even when it
meant making mistakes. “We focused

the survey, 74% predict their compa-
nies will merge with another insurer
in the next 10 years.

And most of this group—49%—op-
timistically believe their company
will be the buyer rather than the seller
in such transactions.

“Does this reflect human nature to
be in control of one’s destiny? Or that
you, the NAII companies, will be the
primary aggressors?' asked Fred
Dopfel, director of the western region
for Centre Reinsurance Co., who pre-
sented the survey results at the 51st
annual NATI meeting in San Francis-
co Oct. 13-16. The NAII sent surveys
to 500 CEOs from its membership of
555 companies.

“My experience is that probably
there will be an equal number of sell-
ers and buyers,” he said.

Regardless, “the resulting consoli-
dation will cause higher concentra-
tion of the industry,” he predicted.

Mr. Dopfel theorized that the merg-
er activity is driven primarily by the
need to achieve economies of scale in
an increasingly competitive insurance

regulator
take hits’

on making decisions quickly. We were
willing to live with a 15-and-5 record
instead of just a 3-and-0 record,” he
said, because it meant more decisions
were being made.

But while 613 insurance rate ad-
justments—nearly one per day—have
been approved since he took office,
Mr. Quackenbush is feeling the politi-
cal heat. After the Agents and Brokers
Legislative Council, a lobbying group
for insurance agents and brokers in
California, gave Mr. Quackenbush an
“A” rating at midterm, the pro-con-
sumer Proposition 103 Enforcement
Project gave him an “F.”

Mr. Quackenbush also has been the
target of criticism by Golden Eagle
Insurance Co. President John C.
Mabee. The San Diego-based insurer
last month was ordered to boost its re-
serves by $138.5 million after a de-
partment audit found the company
was underreserved for construction li-
ability risks written several years ago
(BI, Sept. 23).

“Normally this would be the rou-
tine business of the Insurance Depart-
ment,” he said. “But the company has
responded vociferously and very neg-
atively.”

“In fact, the president of the compa-
ny has put a $100,000 price tag on my
head,” he said. He was referring to a
§100,000 reward Golden Eagle has of-
fered to anyone who can help it prove
in court that the California Insurance
Department is conspiring against it.
INo one yet has come forward.

But Mr. Quackenbush so far has
been unfazed.

“I kind of enjoy that... I'm willing
to take the political hits,” he said.

He also has seen two group of em-
ployees in his department file federal
lawsuits against their bosses, alleging
in part that they were ordered to rub-
ber-stamp for prosecution workers
compensation fraud cases referred by
insurers. Mr. Quackenbush is a defen-
dant in both suits (BI, Sept. 23).

Mr. Quackenbush used movie
analogies to describe his first two
years in office. “Some days I feel like
Rocky,” he said, emerging from the
ring victorious and strong. “Other
days I feel like the Sundance kid,”
surrounded by the Mexican army.

“When someone asks, ‘Who'’s going
to go out and get the horses?, usually
it’s me,” he quipped. | Bl |

marketplace where cost and speed
have become the buyer’s mantra.

“Seale, after all, lowers the cost of
capital,” he pointed out.

“Eventually, though, I expect it will
become impractica® to continue this
consolidation as the industry becomes
even more concentrated than it is now
and is dominated by a few, enormous,
firms,” he predicted,

This was consistent with the NAII
survey responses, he pointed out.

“The market share of the Top 10
companies will increase from about
40% of the marxet now to 45% of the
market by 2006. And that 5% is a lot
of premium,” he said.

As the industry consolidates, “there
will have to be new ways to access
more capacity, and this will drive the
dramatic change we're beginning to
see in the placement of risk,” he pre-
dicted. In particilar, he predicted the
financial markets, which have far
more capital than the U.S. insurance
industry, will enter the risk-financing
business.

“The relative amount of capital in
the insurance industry, including U.S.
property and casualty and reinsur-
ance markets, is about $200 billion,
give or take a few billion, compared to
capital in the U.S. financial markets,
which is $20 trillon,” he said. “That’s
alot of zeros. It’s 100 times as great.”

A typical 10-point drop in the Dow
Jones average, which produces a $34
billion loss, is greater than the $15.5
billion Hurricane Andrew and the
$12.5 bilion Northridge earthquake
losses combined, he peinted out.

So, “what the insurance industry
considers a ‘catastrophe’ is just a ‘hic-
cup’ to the financial markets,” he
said.

“The implications of this I think are
dramatic,” he said. “It makes no sense

for an insured or its broker to think
that an insurance company should
bear all the risk when there’s so much
other capital out there that is willing
to take on risk at a lower price.”

The survey findings aiso support
this assumption, he pointed out.

A total of 95% of NAII members re-
sponding to the survey Lelieve that
risk financing—defined as the use of
financial products in combination
with insurance products—will be-
corne well-established in some niches.

Furthermore, 83% of tae respon-
dents believe “that financial markets
will play a bigger role in financing
risks associated with natural disas-
ters,” he said.

Growth of Internet techriology also
will influence the way insurance
transactions are handled in the next
decade, the survey found.

An average of 31% of commercial
lines transactions and 37% of person-
al lines transactions will be conducted
over the Internet, survey respondents
predict. “This is a revolutionary
change that will affect consumer be-
havior and mass marketing probably
more than the telephone,” Mr. Dopfel
said.

“You see, the new generation is
hooked on low cost and speed,” he ex-
plained. “Technology is r=ally the
only way to get it.”

Because consolidation anc technol-
ogy are likely to reduce the need for
manpower in the insurance industry,
those who survive will likely be the
best and the brightest, Mr. Dopfel
predicted.

“Surely were going tc see a
tremendous dislocation of employ-
ment in the industry,” Mr. Dopfel
said. “And it seems that people come
last in today’s business environment.”

“But instead, it will be the most im-
portant force transforming our indus-
try and the best way for companies to
differentiate themselves.”

Having good management and per-
sonnel was ranked the most critical
issue facing the insurance incustry in
the next decade by survey respon-

dents.

But “what are the conditions which
will attract the best talent to the in-
dustry?” he asked.

Money, for one, he said.

Revenue per employee must be high
enough to attract talented people, be-
cause $100,000 in revenue per em-
ployee represents less than $50,000 in
average salary per employee, “and
that’s not enough to live on in some
areas,” he said.

“The frequent complaint about our
industry has been the dearth of tal-
ent,” Mr. Dopfel pointed out. “Once a
professional recruiter told me that he
could find me somebody extremely
bright or somebody experienced in
the insurance industry, but not both.”

“T think that day is going to be
over.”

“Over the next 10 years, it will be-
come apparent that the very best tal-
ent will become attracted to our in-
dustry and lead us to an increasingly
dynamic and exciting insurance in-
dustry,” he said.

Attendance
near 1,500

Nearly 1,500 insurance in-
dustry executives attended the
51st annual meeting of the
National Assn. of Independent
Insurers Oct. 13-16 at the
Marriott Hotel in San Fran-
cisco.

The 52nd annual meeting
will be held Nov. 9-12, 1997,
at the Marriott River Center in
San Antonio.

For information, contact
Bernie Rouse, director of ad-
ministration, NATI, 2600 River
Road, Des Plaines, Ill. 60018-
3286; B47-297-7800; Fax: 847-
297-5064; Internet address:
http://www.naii.org.
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Confed

Continued from page 2
finding insurers to take on the
Confed (U.S.) policies, a practice
known as assumption reinsur-
ance. The business is currently out
for bid.

The letter says that under the
plan:

» 100% of all scheduled annuity
benefits are ex-

tion date contract balances plus
some interest.

©100% of policy liabilities
under various health and long-
term disability policies are ex-
pected to be assumed by another
insurer.

“While the outcome cannot be
guaranteed, the plan contem-
plates a continuation of full annu-
ity, disability, health and death
benefits. It is possible that some

pected to con-
tinue.

* 100% of pol-
icy liabilities
under individual
lice insurance

transferred to

o-her creditwor- |

thy insurers.

e Policy liabilities under single-
premium deferred annuities are
expected to be assumed by anoth-
er insurer.

e A variety of payment options
for guaranteed investment con-
tracts will be offered. Under the
cptions, GIC owners may elect to
receive 100% of their rehabilita-

‘It is possible that some benefits will havetobe .
reduced in the future; however, current

) projections indicate that no benefit reductions
Dot 1o ne will be necessary, says a lefter fo policyholders.

I

Pacific Mutual Life Insurance Co. up dafes

Details of the agreement were not
released.

A similar agreemen: was
reached with New York Life In-
surance Co. for a block of bank-
owned life insurance policies. The
deals are expected to be complet-
ed by the middle of next year.

In addition to the proposed
reinsurance agreements, the lig-
uidator of the Canadian Confed

operation  will
Confed
(U.S.) $225 mil-
Confed
(U.S) will pay
$6 million to the
Canadian  lig-
uidator Zor ser-
vices providea
since the col-
lapse of Confed

benefits will have to be reduced in
the future; however, current pro-
jections indicate that no benefit
reductions will be necessary,” the
letter says.

Mr. Olson has already arranged
an assumption reinsurance agree-
ment for a block of corporate-
owned life insurance policies with

in August 1994.

No provisions have been made
to pay subordinated claims. These
claims include premium taxes and
agent compensation for premiums
not paid in cash, a Confed (U.S.)
spokesperson said.

Subordinated claims cannot be
paid until policyholder claims are
paid in full, she said.

Campaign
Continued from page 1

the Republicans, insurance lobby-
ists said: They have the power.

“You want to stay on the good
side of whoever is in charge,” ex-
olained John Lobert, senior vp of
government relations at the Nation-
al Assn. of Independent Insurers in
Washington. “You try to court who-
ever is in power irrespective of
whatever happens to the business
community.”

In this election cycle, the NAII has
contributed $200,465 to candidates,
with only $7,624, less than 4%,
going to the Democrats.

“The money follows the votes, not
the other way around,” said Joel
Wood, vp of government affairs for
the Council of Insurance Agents &
Brokers in Washington.

The Council provided more than
$150,000 in political action commit-
tee contributions, 12th-largest in
the insurance industry, with 80%
going to Republicans.

During the first 18 months of the
1993-1994 election cycle, insurance
PACs gave $6.2 million. Of this, $3.3
million, or 54%, went to Democrats.

In contrast, during the same time
frame in the 1995-1996 cycle, over-
all contributions rose to more than
$7 million but shifted heavily to-
ward the Republicans, who reeled
in 75% of the money, or $5.3 mil-
lion. Democrats saw their contribu-
tions cut to $1.8 million.

In addition, in the 1992 election
cycle, the insurance industry donat-
ed $14.9 million, evenly split be-
tween the two parties.

This shift by the insurance indus-
try’s top 45 PACs mirrors business
contributions as a whole. According
to the CRP, from 1988, when it
started tracking contributions, until
1994. business PACs contributed
equally to both parties. “This time,
Republicans have out-raised
Democrats (by a ratio of) 2-to-1,”
the center states. “Overall, GOP
candidates collected 87% more
from PACs in the first 18 months of
the election cycle than they did two
years earlier. Democrats, mean-
while, saw PAC contributions to
their campaigns drop by 23%.”

The largest insurance PAC con-
tributor was the National Assn. of
Life Underwriters, which gave
$755,250, 71% to Republicans.
NALU also was first in 1992 but
only gave 43% of its $844,700 to Re-
publicans.

“In organizations that are not ide-

ological, shifting is the norm,” said
Michael Kerley, senior vp, govern-
ment affairs at the NALU in Wash-
ington.

Rounding out the top five PAC
contributors this cycle are:

e Independent Insurance Agents
of America, with $471,506 in contri-
butions.

e American Council of Life Insur-
ance, with $372,859 in contribu-
tions.

s AFLAC Inc, with $323,450 in
contributions.

e Blue Cross & Blue Shield Assn.,
with $254,625 in contributions.

In addition to PAC contributions,
insurance companies gave soft

el
‘You fry to court whoever

is in power irespective of
whatever happens to the
business community,’
says John Lobert.

money to the political parties. In
contrast to PAC giving that is limit-
ed to $10,000 per candidatz per
election—$5,000 for the primary
and $5,000 for the general elec-
tion—there are no limits on soft
money giving.

The leading giver of soft money,
according to the CRP, is American
Financial Corp., the Cincinnati-
based parent for numerous insurers,
including Great American Insur-
ance Co. American Financial gave
$645,000, of which $530,000 went to
Republicans. This figure includes a
$150,000 donation from Chief Exec-
utive Officer Carl Lindner to the
National Republican Congressional
Committee, the largest single dona-
tion by a person in the insurance in-
dustry.

A spokeswoman for American Fi-
nancial would not comment on the
contributions, saying it was “pri-
vate business.”

The next largest soft money con-
tributors are:

e Travelers Group, with $403,999
in contributions.

e Prudential Insurance Co., with
$392,487 in contributions.

e Blue Cross & Blue Shield Assn.,
with $390,088 in contributions.

e Reliance Group Holdings Inc,,
with $350,000 in contributions.

The soft money greatly favored
Republicans. The top 35 soft money
insurance contributors, including
individuals, gave a total of $2.7 mil-

lion, two-thirds of which was given
to Republicans.

Giving to Republicans not only
reilected their control of Congress,
but also their stance on issues, lob-
byists said.

For example, the Council's Mr.
Wood said that on the two most im-
portant House votes—Superfund
reform and extending insurance
regulation to banks that sell insur-
ance—78 Republicans in the House
voted with the insurance industry.
In contrast, only nine Democrats
voted the industry’s way both times.
These members were rewarded for
their support, he said. “The contri-
butions go to bolster those who vote
with us,” he said.

The 104th Congress did not
achieve comprehensive overhau® of
the Superfund liabilizy syst=m,
which likely will be taken up again
in the 105th. House and Senate con-
ferees, nowever, did limit Super-
fund liability for lenders (BI, Oct.
7). The insurance industry attermpt
to extend state insurance regulation
to cover banks that sell insurance
was defeated.

At the NAII, money is given to
candidates who agree with their is-
sues. “Our giving has always been
on one simple principle: Does the
candidate support state regulation
of insurance?”’ said Mr Lobert. “If
they support state regulation, we
support the candidate.”

“Republican members tend to
have the same views on a lot of is-
sues we work on,” said Shelly Rice,
PAC manager for the National
Assn. of Professional Insurance
Agents, the 11th-leading insurance
contributor at $166,80C.

“In their heart of hearts they are
more Republican than Democratic,”
Larry Makinson, depu-y director of
the CRP, said of the insurance in-
dustry.

One large question for the future:
If the Democrats retake Congress,
will the river of money flow back to
them? Lobbyists think it will hap-
pen to some degree.

“We don’t go searching out op-
portunities to give to people that
don’t have strong voting records or
a history of support on our issues,”
Mr. Wood said. But he added if the
Democrats retake cortrol he might
contribute to a member in a position
of power who is receptive tc their
position.

Mr. Lobert of the NAII says the
money will head to the power,
whatever party holds it. “That's the
fickle nature of the usiness com-
munity,” he said. [ Bl |

IATA blasts pact conditions

LONDON—Airlines and aviation insurers filed objections last week to
the U.S. Department of Transportation’s conditions for approval of three
airline agreements that would waive passenger liability limitations for
international flights.

If the U.S. department insists on these conditions being imposed, then
the agreements will die and “future victims (of airline disasters) will be
unfairly penalized” by the department’s actions, said Lorne S. Clark,
general counsel and secretary of the Geneva-based International Air
Transport Assn.

The conditions, among other things, could impose passenger liability
on the first airline that a passenger flies out of the United States, no mat-
ter if an accident occurs on another leg of the trip on another carrier (BI,
Oct. 14).

Without the department’s approval of the IATA agreements, the air-
lines would not have immunity from antitrust actions in the United
States. Also, without the department’s approval, non-U.S. airlines and
governments like Australia, Japan and the European Union will have
different liability systems, creating a fractured system around the world
for passengers seeking damages, said Mr. Clark.

So far, 70 airlines representing 75% of the world’s air traffic have
signed [IATA’s Intercarrier Agreement on Passenger Liability—which
voluntarily waives the Warsaw Convention’s passenger liability limita-
tion on international flights—and 43 have signed an implementation
agreement to put the IATA agreement on passenger tickets, said Mr.
Clark last week during a scathing speech about the U.S. department’s
stance at the Insurance Institute of London (BI, Oct. 14).

Following the meeting—where insurers asked Mr. Clark what they
could do to help—Lloyd’s Aviation Underwriters’ Assn. and the Avia-
tion Insurance Offices Assn. filed a combined response pointing out that
the U.S. Department of Transportation's conditions would impose a
“substantially greater” increased cost of liability claims than the IATA
agreements as they stand.

The TATA agreements alone could increase liability claims $200 mil-
lion annually worldwide, said John Westcott, chairman of the LAUA.
But the agreements are “as near perfect” as the airlines can get, he
added.

California fires destroy homes

LOS ANGELES—Homeowners insurers have received more than 400
claims in connection with the spate of brushfires that raged though
Southern California last week, but no commercial claims have been
filed.

Los Angeles-based Farmers Group Inc. has received the most claims
so far: 314 totalirg $14 million. Thirty-one of the claims were for struc-
tures that were destroyed.

State Farm Mutual Insurance Co. of Bloomington, Il1., so far has re-
celved 162 claims, 19 of which were for homes consumed by the Carls-
bad fire. The insurer expects to receive as many as 500 claims by the time
the fires are completely doused. So far, claims against State Farm total
$5 million.

No other insurers have reported fire damage claims, according to the
Personal Insurance Federation, a Sacramento-based industry associa-
tion representing insurers that write homeowners coverage in California.

Brushfires last week scorched thousands of acres of mountainous
brush in three areas: the Northern San Diego County City of Carlsbad,
the Orange County community of Lemon Heights and the city of Malibu.
As of Friday, all but the Malibu fire had been contained.

Monetary estimates of property damage are not yet available.

However, the number of homes consumed pales in comparison to the
more than 700 burned in fires that ravaged Southern California in Octo-
ber 1993, causing $950 million in insured damages (BI, Nov. 1, 1993). The
lower damage toll is credited to precautions taken after the 1993 fires,
such as stricter enforcement of regulations requiring homeowners in
high-risk areas to trim brush around their homes.

Briefly noted

North Carolina Insurance Commissioner James Long has approved a
13.7% average reduction in the state’s voluntary market workers cem-
pensation base rates. The commissioner also approved an average 13.2%
reduction in the base rates for the state's assigned risk market. The new
rates will be implemented April 1, 1997. .. Employers can include for-
mer employees in educational assistance plans without affecting the tax-
favored status of those plans, the Internal Revenue Service said last
week. However, the IRS also said that employees’ dependents or spouses
cannot be covered in the plans. . . .Standard & Poor’s Corp. has affirmed
the AAA rating of the Washington, D.C.-based College Construction
Loan Insurance Assn., the financial guaranty insurer better known as
Connie Lee. The insurer, which has been owned in part by the federal
government and has been restricted to insuring obligations of education
and health care-related issues, will expand its scope and privatize under
provisions of legislation signed into law by President Clinton Sept. 30. . .
Plaintiffs in the class-action suit over an HIV-tainted blood product for
hemophiliacs have overwhelmingly approved the settlement reached in
August. While 6,500 eligible claims were received for the $100,000 per
claimant settlement, only 550 class members opted out. The defendant
companies have until Nov. 22 to decide whether to reject the settlement
based on the number of opt-outs. . . The National Council on Compensa-
tion Insurance has appointed Rob Romano to the newly created post of
managed care market manager. . . Fireman's Fund Insurance Co. saysits
San Francisco Reinsurance Co. subsidiary will stop writing new or re-
newal business Jan. 1 and that its renewals are for sale....A federal
judge in Santa Ana, Calif, has moved five of the eight suits Orange
County, Calif., filed against Merrill Lynch & Co. and its other investment
advisers earlier this year to U.S. District Court in Santa Ana from U.S.
Bankruptey Court. . . EXEL Ltd. said its wholly-owned subsidiary, X.L.
Insurance Co., has completed its acquisition of the outstanding shares of
the Railroad Assn, Insurance Ltd. (BI, Sept. 16).
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EMLICO

Continued from page 2

it was insolvent before the move and deliber-
ately misled the Insurance Division to secure
regulatory approval for the move (BI, Sept.
30)

EMLICO lawyers could not be rezched and
Mutual Risk Management officials daclined to
comment,.

In one of the affidavits, Robin GN.
Spencer, a London-based Lovell White part-
ner, says he and his wife met several friends
Oct. 18 at a pub at the Hamilton Princess
hotel, where he was attending a conference
coincidentally sponscred by Coopers & Ly-
brand, EMLICO’s liquidator.

When the subject of EMLICO came up in
conversation, Mr. Alexander said that “he
could not see why the liquidation of EMLICO
came as a surprise,” Mr. Spencer’s affidavit
says.

“He explained that Mutual Risk had been
approached two years ago to give a fee quota-
tion to handle the runoff of EMLICO and that
he had handled the discussions with represen-
tatives of EMLICO following the approach,”
Mr. Spencer’s affidavit says.

“One of the unusua. features about the re-

quest for a quotation was that those repre-
senting EMLICO had explained that the peri-
od during which Mutual Risk was to be active
as manager was going to be about a year as
EMLICO would then be placed into liquida-
tion,” the affidavit says.

In later conversations with Mr. Spencer and
Christopher Grierson—another Lovell White
partner who filed a separate affidavit—Mr,

Treia——————
This is ‘compelling evidence...
that EMLICO was aware of its
insolvency long before the
redomestication hearing,’
Kemper Re’s lawyers say.

[ —————

Alexander elaborated that Mutual Risk had
been approached about managing two com-
panies, one of which was EMLICO and one of
which was to be placed in liquidation, the af-
fidavits say.

The affidavits do not identify the second
company or the EMLICO representatives who
approached Mutual Risk.

Richard O’Brien, Mutual Risk’s vp and gen-

eral counsel, met with Mr, Grierson last Mon-
day and confirmed some of Mr. Alexander’s
statements but was also “concerned not to be
seen to be disclosing confidences,” according
to Mr. Grierson’s affidavit.

Kemper Re has subpoenaed Mutual Risk for
any files it has on the EMLICO quote.

Mr. Alexander’s statements are “further
compelling evidence...that EMLICO was
aware of its insolvency long before the redo-
mestication hearing in June 1995 and planned
to go into liquidation upon arrival in Bermu-
da,” Kemper Re's lawyers say in an Oct. 24
letter to the Massachusetts division.

Meanwhile, GE has settled a dispute with
state insurance guaranty funds over coverage
of EMLICO-related claims.

Under an agreement signed earlier this
month, GE will make no claims against par-
ticipating guaranty funds relating to its EM-
LICO policies and will indemnify the funds
against third-party claims arising under the
policies, according to Joseph C. Tanski, a
lawyer with Hutchins, Wheeler & Dittmar in
Boston, who represents the Massachusetts
fund.

The agreement settles a declaratory judg-
ment action filed by several state guaranty
funds in September in Supreme Court in
Bermuda. [ Bl |

Lindenmayer promoted at Fidelity Investments

Judith M. Lindenmayer has been promot-
ed to vp of Fidelity Investments and is responsi-
ble for worldwide risk management and domes-
tic safety and loss control for the Boston-based
investment company.

In her newly created position, Ms. Linden-
mayer, 53, reports to Joan D. Crumrine, vp and
corporate treasurer. Ske was director of risk
management before accepting the promotion.

Ms. Lindenmayer is a member of the Execu-
tive Council of the Risk & Insurance Manage-

Comings & Goings: Buyers

independent disaster recovery consultant and
prior to that worked as director of risk manage-
ment at Belz Enterprises from 1987 to 1994.
She replaces former risk manager Cindy
Quiring, who decided not to relocate when
Mueller moved its corporate offices from Wichi-
ta, Kan., to Memphis last June. Ms. Workman

He was formerly director of compensation,
benefits and human resources administration
for the company.

In his new position, Mr. Yamada will super-
vise human resources and labor relations func-
tions for Degussa’s Pigment Group while retain-
ing previous responsibilities for corporate
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A POLLUTION LIABILITY POLICY
THAT COVERS WELL INTO
THE FUTURE.

OKAY, WHO LET IN THE SMART GUYS?

Call 1-800- 2€-C-AND-I, Dept. 8T1A to find out how the new Contractors Pollution Occurrence

policy rom Commerce & Industry Insurance Company can protect you on your next job and years
after it’s completed.
WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES. AI G

American International Companies®, 70 Pine Street, New York, NY 10270

Comme:ce & Industry Insurance Company is a member company of American International Group, Inc, Coverage underwritten by the member companies of American International Group, Inc
Coverages not available in all states.




