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China to grant more licenses
to European insurers

BRUSSELS, Belgium-The Chinese
government late last week agreed to grant
seven more licenses to European insurers,
the European Commission announced.

The news came after a European Union-
China summit in Beijing earlier in the
week. China agreed to grant nine licenses
in May, when the two sides forged a bilat-
eral agreement on China's entry to the
World Trade Organization, but China
stalled over disagreements about the
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Disability trumps Pension veto likely
seniority for jobs By JERRY GEISEL

under ADA: Court m
By JUDY GREENWALD

SAN FRANCISCO-A federal

appeals court ruling that says ac-
commodating a disability takes
precedence over seniority in filling
a job position may create compli-
cations for employers.

Many attorneys say the 9th U.S.
Circuit Court of Appeals' 8-3 deci-
sion in Robert Barnett us. US. Air

Inc. also will require employers to
give disabled workers preference
in job placennents over other
groups that also are protected un-
der federal law, including minori-
ties.

Attorneys say the Oct. 4 decision
also places a greater burden on
employers, by requiring them to
either take a more active role in

finding reasonable accommoda-
tions under the ADA or risk losing
the chance to win summary judg-
ments in bias lawsuits brought by
disabled workers, attorneys say.

"It's an appallingly bad deci-

sion," said employer attorney Jef-
frey Tanenbaum of Littler

Mendelson in San Francisco.

Plaintiff attorneys contend,
however, that the decision pro-
vides guidance to employers and
will not cause serious problems.

Some attorneys say the decision
by the en banc panel of the 9th
Circuit in San Francisco could be

influential around the country.
The 9th Circuit is "a leading juris-
diction in the entire U.S. in em-

ployment law, so I suspect it'11 be
looked at very soberly," said
Brian T. Ashe, an attorney with
Seyfarth Shaw in San Francisco.

The case involves Robert Bar-

nett, a customer service agent for
U.S. Air Inc. who injured his back
in 1990. After his return to work,
he found he could not perform all
of the physical requirements of
handling freight.

Although he worked in the mail-
room for a period, he was placed on

See ADA on page 33

Hewitt to boost

U.K. presence
By JERRY GEISEL

LINCOLNSHIRE, Ill.-Hewitt
Associates L.L.C.'s planned ac-
quisition of the employee benefits
practice of U.K. consultant Bacon
& Woodrow will significantly en-
hance Hewitt's position in the
highly competitive U.K. benefit
consulting market.

The transaction, which both

firms are describing as a merger,
brings together Hewitt, the largest
benefit consultant in the United

States, and Bacon & Woodrow,
the third-largest consultant in the
United Kingdom, with about £75
million ($107.3 million) in benefit
consulting revenues.

Combined, the two firms will
have more than £100 million

($143.1 million) in U.K. consulting
revenues, or nearly six times more
than Hewitt now generates in the
United Kingdom.

Peter Bennett, manager of He-
witt's U.K. operations in St. Al-
bans, England, says the merger is
a "marriage made in heaven" with
corporate cultures that are very
similar. "This is a very powerful
combination," Mr. Bennett said.

But while the cultures of the

two firms may be similar, their
backgrounds and strengths differ.
Lincolnshire, Ill.-based Hewitt
came relatively late to the United
Kingdom, opening an office in
1985 with a staff of only five. Its
U.K. operation has since grown to
nearly 500 employees.

See Merger on page 34
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WASHINGTON-Pension re-

form legislation that is broadly
embraced by employers may die,
dragged down to defeat by its at-
tachment to a controversial tax

bill.

In a situation that last week was

changing almost hourly, President
Clinton on Friday said he would
veto a $240 billion tax bill, which
included the pension provisions,
because the bill's tax benefits

were skewed in favor of higher-
paid individuals. The bill passed
the House last week and at dead-

line was awaiting Senate action.
House Republican leaders said

there would not be enough time
remaining in the waning days of
the session to try to override a
veto, though there could be a last-
ditch effort to assemble a scaled-

back tax bill on which the pension
provisions could be attached. Al-
ternatively, the pension provi-
sions, which enjoy broad support
in Congress, could be attached to
a non-controversial bill.

The tax bill also contains a pro-
vision that calls for the Treasury
Department to review the alleged

tax advantages enjoyed by Ber-
muda-domiciled insurance com-

panies (see story, page 32).
Benefit lobbyists, while saying

the pension provisions could sur-
vive in some form, were not sah-
guine.

"It is looking rather bleak. Still,
we are not giving up hope," said
James Delaplane, vp-retirement
policy at the American Benefits
Council in Washington.

Others remained optimistic.
"Many of the provisions in the tax
bill are non-controversial. Per-

haps, those provisions can be
pulled and packaged into another
bill. There could be time to do

that," said Janice Gregory, vp at
the Washington-based ERISA In-
dustry Committee.

The pension package would
raise contributions employees
could make to savings and pen-
sion plans, cut a lot of the red tape
associated with administering
plans and extend the life of a 1996
law that allows small employers
to offer tax-favored medical sav-

ings accounts.
If the measure dies, it would be

yet another example of how parti-
sanship derailed benefits legisla-
tion during the 106th congression-
al session.

Indeed, Democrats and Repub-
licans also failed to reach agree-
ment on patient protection legis-
lation this session and a lack of

bipartisanship also killed legisla-
tion to add a prescription drug
benefit to the Medicare, an expan-
sion that could have significantly
reduced costs for employers with
retiree health care plans.

If the pension reform bill does
not survive the 106th Congress, it

See Pension on page 32
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Shift in House expected

Races to steer issues
BY MARK A. HOFMANN

WASHINGTON-All politics
may be local, but the outcome of
a relative handful of congres-
sional races is as likely to shape
the fate of national issues that
interest risk and benefit man-

agers as the race for the White
House.

Many of these races aren't re-
ceiving much attention beyond
the borders of their districts.

But, given that proposals for
federal regulation of insurance,
federal tort reforms, privacy is-
sues and managed care regula-
tion all seem likely to come be-
fore the next Congress, who con-
trols that Congress will deter-
mine how-or if-those issues
will be resolved.

There are 35 open seats in the
House, but experts consider
fewer than 20 to be in play. In
addition, about 25 incumbents
of both parties face serious chal-
lenges. In recent congressional
elections, though, more than
90%-and, in some cases, more
than 95%-of incumbents have

been re-elected. That makes a

major shift of seats in the House
unlikely.

Given the Republicans' slim
majority in the House, however,
even a minor change in its mem-
bership could have major conse-
quences.

"The Congress as a whole has
taken a back seat to the overall

national contest" between Texas

Gov. George W. Bush and Vice
President Al Gore, said David

Farmer, senior vp-federal af-
fairs for the Alliance of Ameri-

can Insurers in Washington.
There is a "significant

chance," however, that the Re-
publicans will lose their House
majority by a very narrow mar-
gin, making the House "a frac-
tious place," Mr. Farmer said.

"The speaker has done, in my
judgment, a very good job in
lowering the rhetoric and tone
of the previous speaker. It is be-
coming increasingly clear that
(former House Speaker) Newt
Gingrich created a much more
partisan environment than the
current speaker," Mr. Farmer
said, referring to Rep. Dennis
Hastert, R-Ill.

"I think it's generally accepted
See Congress on page 29
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UPDATS
Oregon asks high court

China to grant more E.U. licenses
Continued from preutous page to review RRG rulingsinterpretation of several parts of the agreement

Just two European insurers-Trieste, Italy-based Assicurazioni
Generali S p.A and Amsterdam, Netherlands-based ING Groep By JERRY GEISEL tion violates the federal Risk Re- Oregon financial responsibility
N V -have so far been granted licenses in China tention Act, which limits state statute requiring auto dealers to

The Chinese government said it would announce by Nov 2 the WASHINGTON-The U S Su- regulation of RRGs (BI, June 12) purchase reimbursement coverage
seven insurers to be granted licenses preme Court is being asked to re- The full appeals court later de- from "authorized" insurers, the

Several European insurers have already applied for China 11- view a federal appeals court deci- clined to review the panel's rul- court did so despite its "obvious
censes The Hague, Netherlands-based Aegon N V has been in- sion that Oregon law discrimi- ing inability to find any evidence of
structed by Chinese officials to seek a Joint-venture partner Lon- nates against risk retention But the Oregon Department of clear and manifest congressional
don-based CGNU PLC; Edinburgh, Scotland-based Standard groups Justice, which lS representing the intent to pre-empt state financial
Life Assurance Co, Munich, Germany-based Allianz A G Hold- At the heart of the controversy state Insurance Department in :he responsibility law," the state said
ing, and Paris-based Caisse Nationale de Prevoyance have also ap- is an Oregon law that effectively matter, earlier this month filed a in its petition
plied for licenses bars auto dealers and distributors petition asking the Supreme An attorney for the risk reten-

"The fact that we have managed to solve the important issues from purchasing reimbursement Court to review the panel's deci- tion group that challenged Oregon
that remained outstanding for the full implementation of our bi- policies from RRGs Earlier this mon regulators said the group would
lateral deal clinched last May is, in itself, another step on the way year, a tnree-judge panel of the In its petition, the Oregon De- oppose the petition for review
to China's accession to the WTO," said Pascal Lamy, the trade 9th U S Circuit Court of Appeals partment of Justice said the pan- "We are preparing a response The
commissioner for the European Union in San Francisco unanimously el's decision was "flawed " While arguments they made (in the peti-

Both the European Union and the United States had said that ruled that Oregon's categorical the court ruled that the federal tion) are wrong in many cases and
China would be unlikely to join the WTO by the end of the year if exclusion of RRGs as a market op- Risk Retention Act pre-empted an See Oregon on page 34
the disagreements over the accession deal were not swiftly ironed
out. Mr Lamy said "early next year" would now be the probable
target for China's accession Managing risk adds value
Reliance boosts reserves again

Enterprise risk management approach pays off: Execs
NEW YORK-Reliance Insurance Co will increase its loss re-

serves by $332 million, the troubled insurer's parent company, Re- By GAVIN SOUTER nior executive adds

liance Group Holdings Inc, announced last week The two executives were speaking at the 25th
The decision to increase reserves stems from an actuarial review EDMONTON, Alberta-Companies that instill a Canadian Risk & Insurance Management Society

by Tillinghast-Towers Pemn The review identified adverse claims risk management culture throughout their organiza- conference, wnich was held in Edmonton, Alberta,
development from assumed reinsurance and commercial auto tion can cut costs, attract better employees and pre- earlier this mon:h
business, a Reliance statement said vent in]uries, a corporate Syncrude Canada Ltd, an oil producer based in

The announcement comes just two months after Reliance re-  executive contends Fort MeMurray, Alberta, adopted a broader ap-
vealed that lt would take a $444 2 million charge to boost loss re- By encouraging all em- proach to risk management m 1984 at the instigation
serves in its second-quarter results (BI, Aug. 21). ployees to think about risk of its new president, said Jim Carter, who is now

An announcement last year that Reliance was increasing its loss management issues in all of president and chief operating officer
reserves by $227 million for the second quarter of 1999 triggered a their daily duties, compa- The company had recently suffered a malor coker
series of problems for the insurer that eventually led to rating nies can create an environ- fire, and ltS property insurance premiums had dou-
agency downgrades last June Those downgrades virtually killed ment that is more sensitive bled to $7 million Canadian ($4 6 million) "And that
off the company's chance of surviving as a significant insurer in to risks, and can better re- rate was dictated to us, take it or leave it," he said
many markets spond and control risks be- In addition to responding to the loss, the president

Much of Reliance's business has been sold off, and the remaining fore a crisis occurs, he says of company determined that it would make good
units are not writing any new business, a spokesman said And by building on an enterprisewi<ie analysis of business sense for the company to analyze all of ltS

In August, the insurer agreed to a plan with regulators in Penn- all risks. companies can create innovative insurance risks, Mr Carter said
sylvania to submit any significant business transactions for regu- programs that cover a wider array of risks and, ulti- The cost of extracting oil from the sand to which it
latory approval mately, help increase their profitability, another se- See Risks on page 22

Texas tire suit settled

CORPUS CHRISTI, Texas-The relatives of a Texas couple who Provider group exits Tufts plan
died in a crash allegedly caused by a tire unraveling on their 1996
Ford Explorer have reached a settlement with tire manufacturer By MICHAEL PRINCE spokeswoman disagrees precedented in size and over-
Bridgestone/Firestone Inc. in the first product liability lawsuit Founded ln 1994, Partners is a whelming in terms of the premi-
scheduled for trial since the company's August tire recall BOSTON-Citing increasing non-profit organization that u- um increases it would bring

Details of the settlement were not disclosed by either side losses, one of the leading provider cludes such well-known hospitals about," Harris Berman, Tufts'
Ryan Anthony Guillen, 22, and his sister, Kimberly Guillen, 18, organizations in Massachusetts as Massachusetts General Hospi- chief executive officer, said in a

sued the tire manufacturer last November, after their mother and has ended ltS relationship with tal and Brigham & Women's Hos- written statement
stepfather were killed in a May 30, 1999, accident near Tufts Health Plan pital, as well as numerous smaller About 20% of Tufts members

Brownsville, Texas After months of negotiations, facilities and doctor groups use one of Partners' physicians
Nidia and Patricio Leal died when their Explorer crashed into a the provider group, Boston-based throughout the Boston area Partners said it would continue to

utility pole The Guillens charged that the accident occurred after Partners HealthCare Systems Inc , Tufts, based in Waltham, Mass treat Tufts patients until April 1
the tread peeled away from one of the Explorer's ATX Firestone said it won't renew its contract said that lt simply could not af- and will continue treating those
tires, causing the vehicle to go out of control, according to Robert with Tufts and will end its rela- ford to meet Partner's demands same people as long as they are
Patterson, the siblings' attorney, who lS based in Corpus Christi, tionship with the health mainte- for a 27% rate increase If it did, covered by another insurance
Texas nance organization on April 1, according to Tufts, the result plan Tufts members will have to

The case was filed in state district court in Rio Grande City, 2001 Partners said it has lost $42 would be higher premiums for find another physician after April
Texas, and trial was set to begin Nov 13 million from the Tufts contract in employers 1 The move by Partners affects all

Mr Patterson said he is handling half a dozen similar cases filed the pas. two years and was push- "We offered them a fair and of Tufts plans except for its Se-
in Texas and one in Mexico involving the tire manufacturer ing for rate increase to make up thoughtful arrangement that in- cure Horizons plan for seniors

for this shortfall In addition, cluded a large increase in pay- Tufts said ltS members can still

Harvard Pilgrim progress seen Partners said it has not received a ments but could not agree to their access its 75 other hospitals and
rate increase from Tufts for five demands for a huge one-year in- 5,000 primary care physicians

BOSTON-Four months after it was released from temporary re- years, a point with which a Tufts crease Such an increase is un- that are not part of Partners Ell
ceivership, Harvard Pilgrim Health Care is on track with ltS reha-
bilitation plan, according to Massachusetts Insurance Commis-
sioner Linda Ruthardt and Attorney General Tom Reilly

Harvard Pilgrim, the state's largest health maintenance organi-
NSIDE

zation, was put into receivership in January after the company es-
timated it faced up to $177 million in losses (BI, Jan 10) It was re- • The U S Supreme Court should take the opportunity to Classifteds 30

moved from receivership after the Massachusetts Supreme Court clanfy once and for all the relationship between the federal For the Record 35

approved a rehabilitation plan earlier this year (BI, May 29) Risk Retention Act and state financial responsibility laws, Global Briefs 27

In the first of periodic public reports that were promised when this week's editorial says PAGE 8
Insurance Services Guide 9A

the plan was approved, Ms Ruthardt and Mr Reilly said the
HMO's progress has been good "We are pleased to report that • The United Kingdom's Health and Safety Executive,in International 27

Harvard Pilgrim's operations through August are slightly better a bid to get companies tc improve their safety -ecords, ts Letters 8

than projected in the 2000 business plan," says the report "High- publicizing the names of companies convicted of health Opinions 8

er-than-projected medical costs have been offset by increased per- and safety offenses in the United Kingdom PAGE 27 Ticker 35
member premium and a large reduction in Harvard Pilgrim's ad-
ministrative expenses " • According to a recent study by Swiss Reinsurance Co, Business insurance (ISSN 0007 6864) Vol 34, No 44, Is published weekly

The report also says restoration of Harvard Pilgrim's National European storm losses are underestlmated by the insur- by Crain Communications Inc, 740 N Rush St, Chicago, 111 60611 2590
Committee for Quality Assurance "Excellent" rating, the highest ance industry and storm coverage is underpnced by rein- Periodicals postage Is paid at Chicago and at additional mailing offices

POSTMASTER Send address changes to Business insurance, Circulation
available, for ltS Massachusetts commercial HMO and point-of- surers PAGE 27

Department, 965 E Jefferson Ave , Detroit, Mich 48207 $4 a copy and $89
service products, along with ltS consistent operating results this a year in US $108 m Canada and Mexico (includes GST) All other coun

year, "reflect its status as a reasonable HMO choice for Mas- Departments tries $209 a year (includes expedited air delivery) Canadian Post Inter-
national Publications Mall Product (Canadian Distribution) Sales Agreement

sachusetts health care consumers " No 0293512, GST No 136760444 Printed in USA Copyright 2000 by

See Updates on page 34 Advertiser Index 98 Crain Communications Inc



Health Net clients

alarmed by move
By ROBERTO CENICEROS

SAN FRANCISCO-Several large
employers will freeze employee enroll-
ment in Health Net after the Woodland
Hills, Calif.-based health plan post-
poned application for renewal of its
accreditation by the National Commit-
tee for Quality Assurance.

"We consider this a serious issue and

are freezing enrollment in Health Net,"
said Bruce Smith, health care team
leader for Chevron Corp. "Our goal is
to provide high-quality cost-effective
health care for our employees, retirees
and their families, and accreditation is
one of the main standards we use to
evaluate health plans."

Mr. Smith's statement is contained in
a press release issued by Pacific Busi-
ness Group on Health, a San Francis-
co-based purchasing coalition. The
other PBGH members also freezing en-
rollment are Safeway Inc., Stanford
University and APL Ltd.

PBGH said its members are taking
other measures as well, such as notify-
ing their employees of the situation
and offering additional health plans
that are accredited by the NCQA.
Health Net is now the only major com-
mercial health plan in California with-

out NCQA accreditation, according to
PBGH.

A spokeswoman for Health Net said
PBGH's statement made it appear that
the health plan was stepping back
from providing quality services. That
is not the case, the spokeswoman said,
maintaining that the company is still
paying attention to quality. She said
that, after an earlier merger and man-
agement reorganization, Health Net
realized it did not have the necessary
data collected for a desirable accredi-

tation, so it postponed going through
the accreditation process until next
June. In May, Health Net notified em-
ployers and others in the purchasing
community of its plans, the

spokeswoman said.
The California Public Employees'

Retirement System also issued a state-
ment in conjunction with PBGH.
CalPERS said it is concerned about the

matter and is notifying more than
235,000 employees, retirees and their
families enrolled in Health Net of the
postponement of its NCQA accredita-
tion. CalPERS will monitor Health
Net's quality of care to ensure that it is
maintained while the health plan seeks
to regain accreditation, the statement
said.

Productivity losses
far more costly

than benefits: IBI
By ROBERTO CENICEROS

MARINA DEL REY, Calif.-
While employers traditionally
focus on reducing the cost of em-
ployee benefits, evidence sug-
gests it may be more important
to understand how those benefits

affect productivity, a speaker
told the Eighth Annual Business
Insurance Workers Compensa-
tion and Disability Management
Conference.

"You have to be smart about

reducing medical costs. And it
takes a new way of looking at
non-occupational claims and the
effect of medical treatment-not
of itself but on return to work,
on disability and on productivi-
ty," said William P. Molmen,
general counsel for the San
Francisco-based Integrated Ben-
efits Institute.

Traditionally, corporate bene-
fit managers and chief financial
officers have placed great em-
phasis on controlling the cost of
employee benefits, and it is easy
to understand why, Mr. Molmen
said. They understand how
group health insurance plans
work and that they can account
for 84% of all benefit costs, mak-
ing them a prime target for ex-
pense-reduction efforts, he ex-
plained.

But an understanding of the
impact of employee benefits on
productivity has been lacking
and is just starting to emerge,
Mr. Molmen said.

Two different IBI measures of
employer absence-management
data found that the cost of pro-
ductivity losses are three times

See Costs on page 18

Push to improve HMOs
Employer group promotes Six Sigma process

By MICHAEL PRINCE

What works for boosting the quality of
lightbulbs might also work for improving
health care.

With that thought in mind, a group of em-
ployers wants managed care organizations to
improve their quality by adopting process-
improvement ideas popular with many man-
ufacturers. The group, known as The Nation-
al Consortium for Healthcare Process Excel-

lence, currently consists of 15 large employ-
ers and hopes to add many more to its ranks.

The consortium's goal is nothing less than
making fundamental changes in how man-
aged care organizations operate. The concept
of process excellence has been adopted by
many of the group's members through such
quality improvement programs as "Six Sig-
ma." Under this management philosophy, the
root causes of defects are sought out and ad-
dressed in an effort to reduce errors to an ex-
tremely low level. General Electric Co. is per-
haps the best-known advocate of the Six Sig-
ma approach.

Because employees are not satisfied with
the service they are receiving from managed
care, employers are looking at ways to im-
prove it, explained Arleane Soto Baltrusitis,
vp of benefits at American Express Co. in
New York and a participant in the group. The
problem is not dissatisfaction with the idea
of managed care but how it is implemented
by managed care organizations, she ex-
plained. "Since managed care is a way of do-
ing things that is not going away, let's at least
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deliver the service that employees can live
with," she said.

Employers themselves help create some of
the poor service problems, said Michael
Thompson, a principal with the Unifi Net-
work in Teaneck, N.J., who has acted as the
group's coordinator. Unifi is the benefit con-
sulting arm of PricewaterhouseCoopers
L.L.P.

Currently, Mr. Thompson explained, each
employer presents a list of priorities and de-
sires to their managed care companies, creat-
ing a hodgepodge of demands the plans at-
tempt to meet. By working together, employ-
ers can come to the managed care community
with a collective voice and one set of expec-
tations, he said.

"There is strength in numbers," agreed Na-
talie Morris, manager of executive compensa-
tion with United Technologies Corp. in Hart-
ford, Conn., which is a member of the consor-
tium.

One example of a managed care practice
where the group believes its approach can
make a difference is balance billing, Mr.
Thompson said. This occurs when a patient
receives a bill from a provider that should
have been paid by the health plan.

"It's one of those things everyone will agree
should not happen," Mr. Thompson said.
Rather than just identifying this as a problem,
the group wants to delve into the breakdowns in
the processes that cause it to occur and then correct
them. The overall idea of process improvement is
to remove the root causes of errors, he ecplajned.

See Quality on page 34

Shifts in workplace
may boost liability

By MEG FLETCHER here," said Barry Thompson, the
Hartford, Conn.-based national

MARINA DEL REY, Calif.- practice co-leader of Disability
Employers need to be prepared Management Services for De-
to face new challenges and lia- loitte & Touche L.L.P. The trend
bilities due to changing employ- is likely to continue, because
ment relationships and the emer- "the war for talent is real" and
gence of an Internet generation employers are striving to employ
of workers with non-traditional and retain good workers, Mr.
goals. Thompson said.

A traditional employment ar- As a result, risk and employee
rangement, in which a full-time benefit managers need to educate
worker is responsible to a single themselves about these develop-
employer for the duration of his ments, so they are prepared to
or her career, is increasingly be- respond if their organizations
ing replaced by contingent em- decide to adopt such a contin-
ployment arrangements. These gent-employment approach.
include the use of independent They also need to be aware of re-
contractors, leased employees lated concerns, including techno-
and temporary employees, pan- logical developments that allow
elists said during the Eighth An- for telecommuting, the impact of
nual Business Insurance Workers outsourcing, workers' desire to
Compensation and Disability achieve work/life balance and
Management Conference, held challenges that insurers face in
Oct. 16-18 in Marina del Rey, underwriting workers compensa-
Calif. tion coverage for contingent

"There is an evolution going on See Challenges on page 10

Safety video helps Snap=on spread message
By JOANNE WOJCIK

MARINA DEL REY, Calif.-
When Snap-on Inc.'s risk man-
ager got a call to come talk to the
company president, he immedi-
ately figured that he was in trou-
ble.

Since he seldom had direct

contact with the company's chief
executive officer and the call

came after 5 p.m. on a Friday,
Dan Kugler, director of risk
management for the Kenosha,
Wis.-based tool manufacturer,
expected the worst.

Instead, Robert Cornog, Snap-
on's president, chairman and
CEO, complimented the results

of the injury reduction program
at the company's manufacturing
plant in Mount Carmel, Ill.,
which was developed by a cross-
functional team from the risk

management, manufacturing and
distribution departments.

But the compliment came with
a caveat: Mr. Cornog asked him
to expand the program, which
had targeted a single plant with
just 350 workers, to all 120 of
Snap-on's U.S. facilities, which
collectively employ about 8,000
workers.

Mr. Cornog "said he wanted to
get employees to live and breathe
safety," as well as "to under-
stand their rights and responsi-

bilities under workers comp,"
Mr. Kugler recounted during the
keynote presentation, "Security
on the Road to Recovery," at the

fell to 35 cents from $2.74. And
today, less than 20% of comp
claims are litigated, compared
with 60% in 1994, according to

Snap-inTooIs
Eighth Annual Business Insur-
ance Workers Compensation and
Disability Management Confer-
ence, held Oct. 16-18 in Marina
del Rey, Calif.

The Mount Carmel plant's ex-
perience was impressive, Mr. Ku-
gler acknowledged. Between
1994 and 1999, the plant's claim
frequency rate fell to 0.12 from
0.54, and injury costs per hour

Mr. Kugler.
Realizing it would be a tall or-

der to attempt to duplicate this
success companywide, Mr. Ku-
gler sought advice from other
large manufacturers in the
Kenosha area.

He also tapped Mick McGavin,
manager of workers compensa-
tion and safety at Johnson Con-
trols in Milwaukee. Johnson

Controls had developed a series
of custom-made videotapes to
communicate its safety effort to
its employees companywide, Mr.
Kugler explained.

But while Johnson Controls'
communication series included
three videotapes-one for em-
ployees at orientation, one for
employees after an injury oc-
curred, and one telling supervi-
sors how to respond, Snap-on
added a fourth version. In that
tape, created for use by treating
physicians, a Mount Carmel doc-
tor unaffiliated with Snap-on
shares his experiences dealing
with the work comp system. That

See Snap-on on nezt page
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Snap-on turns to work were more than essentially, in my mind, self-in-
willing to talk about t,' he said. sured."

To reward those employees will- The videos stressed the impor-
Continued from previous page ing to talk on camera, Snap-on's tance of immediately reporting ir.-
tape is also used for independent safety :eam presented them with juries, regardless of the.r severity.

"A lot of injuries may be near-medical exams. mini-Oscar statues.

The videotape series featured
other testimonials as well, includ-

ing several from injured workers
and supervisors who related their 'We found out that employees who
experiences with the workers
compensation system as we.1 as had successful returns to work were
Snap-on's temporary alternate
duty program, which is used as a more than willing to talk about it,' says
transitional step for injured em- Dan Kugler of Snap-On Inc.ployees returning to full employ-
ment.

"We asked supervisors to find
success stories, but at least half of
them said they didn't know if they Approxima:ely 600 employees misses, but they point Du: haz-
had any. They also were con- are injured on the jcb each year, ards," the narrator states.

cerned whether an employee costing the company $5.5 million The narrator also not€s that

would really talk about their ex- a y€ar, according to Mr. Kugler, sometimes employees' assistance
perience," Mr, Kugler said. whc added that "Snap-on is se.f- in post-injury acciden: investiga-

Surprisingly, "we found that insured in three states and large tions can help Snap-on's engi-
employees who had successful re- dedic: plan in others, so we are neers to redesign the equipment to

Cammers

Ila g,that

teStSE¥0,
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be safer.

"The fi.st priority is that we get
you back to work," the narrator
asserts. "Snap-on will be there to
assist in your return b work;
however you, the emplcyee, are
responsible for your return to
work anc for your recovery."

The videotape series also ad-
dressed fraud without straying
from its positive message by ex-
plaining how "fraud can be as dis-
turbing to workers as to manage-
ment, costing the company in
morale as well as financially,"
states tt.e narrazor. "It'. consid-

ered ty the company as theft of
company assets and is prosecuted
both criminally and civilly."

The objective of the videotape
series was to use the experience of
injured employees to communi-
cate Snap-on's commitment to
employee welfare and to establish
an exiectation of fair treatment

in the erent of a workers compen-
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about e-Insurance and to open

new business opportunities,

contact us.

MAAm mmr|rAt=rn, 11 rn,n

800.500.0720

sation injury, Mr. Kugler ex-
plained.

"We wanted to show that Snap-
on's work comp program provides
'security on the road to recovery'
with an emphasis on partnership
between employees and the com-
pany," he said.

The three pillars of Snap-on's
Workers Compensation Manage-
nnent System are:
• Establishing better corporate

performance measurement stan-
dards that go beyond just claims
reported to the Occupational
Safety and Health Administration
to include all claims that flow

through the third-party adminis-
trator and establishing a cost per
hour of each claim.

• Establishing claim/injury man-
agement standards including a
written injury management manual
and the communication program.
• Setting injury prevention stan-

dards by establishing behavioral
safety programs developed and im-
plemented locally by each facility
that reward and recognize workers
for safe performance.

Corporate risk management re-
quires that the goals of each of
these elements be in writing and
be updated yearly, and that the
BEST logo, which stands for
"Building Employee Safety To-
gether," be on everything dis-
tributed to employees and super-
visors and any other participants
in the workers compensation sys-
tern.

"This conveys our safety first
philosophy," Mr. Kugler said.

Corporate risk management
also provides resources such as
the services of safety consultants
and loss control experts.

"They themselves design it, and
the complaint that there's no
money is eliminated," Mr. Kugler
said.

This financial commitment from

upper management, coupled with
the videotape communication se-
ries, gives "a positive message to
reduce the fear factor, while also
providing information on the
rights and responsibilities of each
party, training supervisors and
managers in their proper roles,
explaining temporary alternate
duty and giving the message we
need you back," he said. DI

Business
Insurance ®

• SERVICES •

REPRINT SERVICES

8/'s Reprint Department can pro-
vide reprints, in quantities of 100
or more, of any article appearing
in the weekly newsmagazine.
Legal permission, complying
with U.S. copyright laws, also
can be provided to companies
wishing to reprint on their own,
material appearing in the news-
magazine. For information, call
or fax:

Fax:

312/649-5319

312/ 280-3174

ARTICLE FAX SERVICE

For article photocopies sent by
fax on the same day, call us with
your credit card information,
specify B/ issue date and article
headline. The charge is $7.50 per
copy/per article. In-publication
directories are not available by
fax. For article photocopies call:

312/649-5398

Advertising Information:
212/210-0228

Subscription Information:
888-446-1422



l

i Y

4\

f

4

4

P Ir ,<Tk»' When employees are out sick or injured, you can feel completely abandoned. Tha[*hy Wausau created
People@WorIC This comprehensive program helps you quickly and efficiently report and deal Will***ted illnesses
and injuries. Which reduces the costs of insurance, hiring and training. Not to mer®n,1gation. 11 aish-*ps raluce injury
severity rates and diminishes the likelihood of fraud or abuse. So you save money, -Ad#uremployees aren't left.in the cold.

*

Wurance Companies • 2000 Westwood Drive, Wausau, WI 5440:3 •14*4*s*.som , A+ A.M. Best Rating
.. -   'll:*.- . ./- I .... »'*it.

- '' fi C Zi- :11
.

4



6 / Bus:ness Insurance, October 30,2000

Technology has shaped claims administration
By JOANNE WOJCIK gan said ance Workers Compensation and said Bill Granahan, senior consul- they need to spend money updat-

"Then came the fax machine," Disability Management Confer- tant and practice manager for ing these "
MARINA DEL REY, Calif - he said, and today, "technology ence, held Oct 16-18 in Marina Milliman & Robertson In,- in Although dealing with non-in-

Workers compensation claims ad- has a foothold in claims del Rey, Calif Wakefield, Mass dustry vendors may be frustrating
ministration has come a long way management We have "There's still no sub- Unfortunately, the technelog) at first, employers should not glve
since the advent of the computer laptops, we have . stitute for having source that many employers had up on them just yet, said Cheryl

"When I first began in claims, Palm Pilots, we . dedicated claims counted on to develop workers Tuttle, account manager in the in-
1 THE EIGHTY ANNUAL 4

there wasn't a computer in sight," have cell phones, professionals But compensation disability manage- surance and consulting group at
recalled Rick Duggan, manager of we have (electron- if you layer tech- ment systems-the insurance in- Computer Sciences Corp in Jack-
workers compensation at Walt ic data inter- Insuronce nology on top of dustry-hasn't been in any shape son, Miss

Disney Co 's West Coast opera- change), document WORKERS COMPENSATION that, then you can to do it, so employers have turned Technology firms like CSC need
tions in Anaheim, Calif imacting and the AND have great re- to technology vendors, many of feedback from end users to helpb

DISABILITY MANAGEMENT
"If you wanted to research a Web " . CONFERENCE , sults," he said which know little about the insur- them develop and improve their

claim, you went to a long file cab- But whether all r "What does the ance wor,d, Mr Granahan said systems, Ms Tuttle explained
/inet of cards, like in the library this technology wili employer want at the Insurers and health mainte- "When we talk to prospective

You'd physically have to go to improve workers com- end of the day? To be nance organizations "have given clients, everybody knows the buz-
find the files, etc There was no e- pensation claims adminis- able to get into the Inter- up on developing managed work zword 'the Web,' but nobody
mail, letters and correspondence tration

. depends on how you net and create its own reports comp systems," Mr Granahan knows what they want on the
were received the old-fashioned use the tool-and technology is a on where inluries happened and said "They're too concerned Web," she said "And a lot of
way, via U S Mail You could tool," Mr Duggan stressed during why, establish benchmarks about profitability to develop new clients want to take their old sys-
hear typewriters, and we stocked a session on technology at the against its own experiences and products Also, their own c.aims tem and put it into their new sys-
whiteout by the gallon," Mr Dug- Eighth Annual Business Insur- Splt lt out with usable reports," systems are so antiquated that tem They think tech is going to

take care of all their problems
But tech lS only as good as the

5-
user

-

"You really have to have your
own house in order and examine

what you do and why you do it be-

f # ,f_,47 : 72</2 p *: fore you seek a way to do it with
2 ·* technology," Mr Duggan agreed

For example, sometimes em-1
4

ployers may find when they

j switch to a new system that they< 1' - ' don't even need to perform certain
' * '-, : - functions they were required to do

64'gfFv 'b ''55 1' with their old systems, he ex-
2 3 f 1.4 1, . *r »** * · , plained "Do you even need to do

i it in the first place?" he asked.
Ms Tuttle advised users of new

technology to "step back, use the
- system for six months, and see

k 1, 0 1 -li .- how you like it before we make lt
into your old system Maybe a new
way is a better way "

7
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OPINIONS

Cou rt should hear RRG appeal
T

he U.S. Supreme Court has an opportunity to
clarify once· and for all the relationship between
the federal Risk Retention Act and state finan-

cial responsibility laws.
We hope, for the sake of insurance buyers nation-

wide who depend on these arrangements, that the
court agrees to review the case. We expect that, upon
examination of the law, the justices will affirm the in-
tent of Congress in allowing businesses and profes-
sionals to band together to insure their risks free from
state regulatory bias, such is at issue here.

In the case at hand, Oregon insurance regulators are

asking the Supreme Court to review a federal appel-
late court ruling that the state was in violation of the
federal Risk Retention Act. Oregon requires auto deal-
ers in the state to buy reimbursement coverage for ser-
vice contracts they offer customers from insurers "au-
thorized" to do business in the state. To be considered

authorized, an insurer, in addition to meeting other
requirements, must participate in the state guaranty
fund. The federal Risk Retention Act, however, bars

the groups from participating in state guaranty funds,
effectively barring risk retention groups from writing
warranty coverage for dealers in the state.

Oregon, which maintains that the Risk Retention
Act does not pre-empt state financial responsibility
laws, argues that it is merely trying to protect con-

sumers. There are, though, plenty of ways to do that
without resorting to a yardstick that clearly discrimi-
nates against viable risk financing alternatives. We
would have no problem, for example, if Oregon, in the
name of consumer protection, required auto dealers to
purchase reimbursement coverage from insurers with
a certain amount of capital and surplus. But laws that

automatically exclude risk retention groups from a
market, as the Oregon law does, clearly violate the
Risk Retention Act and do little to protect consumers.

Under Oregon's law, a top-rated risk retention group

could not write reimbursement coverage but a poorly
rated "authorized" insurer could. That doesn't make

much sense to us.

National Warranty Insurance Co. RRG, a Risk Re-

tention Group, challenged the state's requirement,

rightfully calling it discriminatory. The group won its
argument at the trial court level and also when the 9th

U.S. Circuit Court of Appeals upheld that decision.
This is an issue that has dogged risk retention

groups for years. In 1995, for example, a similar case
involving a Florida requirement imposed on risk re-
tention groups worked its way through the federal
court system. In that earlier case, the federal courts

·RE MT DO (AAT

upheld Florida's law. Unfortunately, the Supreme
Court declined to review that appellate court ruling.

Now that another federal appeals court has issued a
contrary opinion, we hope the Supreme Court takes
this chance to set the record straight.

Otherwise, there will continue to be litigation over
this issue. This will be true nationwide, as other states

seek to impose regulations that violate the federal law,
as well as in Oregon, which continues to apply its re-
quirements to all but the risk retention group that
successfully challenged its approach.

This legal uncertainty and expense only adds to the
cost of risk for group members-buyers whom
Congress sought to protect when it enacted the federal
Risk Retention Act. State regulators' rigid insistence

that such rules be applied to risk retention groups also
seems to run contrary to the concepts-which have
otherwise been widely embraced by regulators-of
greater flexibility for sophisticated insureds. Surely,
groups of buyers who band together to insure their
own risks fall into this classification.

The Risk Retention Act had its origins in the last

hard market, and as the current market again shows

signs of firmer pricing, it will be needed more than
ever.

Now is the time, therefore, for the Supreme Court to
affirm the Risk Retention Act's pre-emption and en-
sure that the groups remain a viable risk-financing al-
ternative to the traditional market.

LETTERS -

Ergonomics rule a tax on business
VS.

benefit than is typically provided under state

workers compensation (90% taxable

66.6% non-taxable wage replacement).

OSHA's proposed regulations specify a dif-

ferent method of injury evaluation than that

called for in state systems. Workers' er-

gonomic injuries would be evaluated solely

by one health care provider chosen by the,

employee. Clearly, these rules could discour-

age return to work and end up costing em-

ployers millions more in compensation.

These regulations are, in essence, new taxes
on businesses.

Regulatory taxes of this magnitude create

enormous budens on the employer commu-

nity. The era of a "command and control"

approach to regulation should end, replaced

by cooperative models in which business, la-

bor and government work together to rreduce

workplace injuries.

To the editor: In his Oct. 23 Perspective,

"Ergonomics Good For Business," OSHA

Assistant Secretary of Labor Charles Jeffress

stressed his agency's good intentions but

avoided answering the substance of the busi-

ness community's and their insurers' con-

cerns with proposed new ergonomic regula-
tions

While we do not question the sincerity of

all involved, there are a number of flaws in

the agency's draft regulation, which would

create substantial difficulties for companies
and their insurers.

In direct violation of the OSHA act, the er-

gonomic regulations would pre-empt the

states' role by creating a parallel and compet-

ing federal system of workers compensation.

The cirrent draft regulation would impose

new federal requirements on employers to

pay workers with ergonomic injuries a larger

Furthermore, it is premature for OSHA to

put into place such far-reaching regulations

before the National Academy of Sciences has

even had an opportunity to submit to

Congress its conclusions on the core issue. In

just a few months we should have the Acade-

my's findings on whether scientific evidence

supports a cause-and-effect relationship be-

tween repetitive tasks in the workplace and

musculoskeletal disorders or repetitive stress

injulies

Lastly, we believe that because of the cost

and administration required, the proposed

regulation will not achieve its objective of re

ducing repetitive stress injuries.

David Farmer

Senior Vp of Federal Affairs
The Alliance of American Insurers

Washington, D,C.
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Challenges write coverage using one master ployment company and one for "Net generation"-his term for added value and greater service,
policy and add endorsements con- each el»ent-all typically sharing a younger workers who significantly Microsoft's Mr Thompson said
taining clients' names common e=fective date rely on the Internet as a mode of For example, the Net genera-

Continued from page 3 Most states have adopted this The advantage of such a policy communication tion's expectations are "very dif-
employees "customer-friendly" approach, is that rating organizations and ferent," and a 401(k) benefit plan

The number of employers in- though lt has created "a break- regulators can track an employer's means nothing," he said

volved in innovative, non-tradi- down" in parts of the traditional specific loss experience for the Currently, about 12.5 Surveys have shown that those

tional employment relationships is workers compensation system It purpose of determining its appro- employees ai e especially interest-

growing, especially international- makes it more difficult for groups priate experience-rating modifier million people in the ed in the growing number of flexi-

ly, said Jeffrey W Pettegrew, vp- such as the NCCI to track losses However, it is "tremendously United States are ble work arrangements, which are

insurance and risk management used in determining individual cumbersome," Mr Nau said especially popular in Europe, he

for Westaff in Walnut Creek, employers' experience ratings It The NCCI, an information com- considered 'non- said To retain the loyalty of such

Calif, which primarily operates as also makes it difficult for state pany that calculates experience traditional workers.' employees, employers will need to
a third party overseeing contract- workers comp agencies to ensure modification factors, is especially significantly increase the flexibili-

ed temporary workers He is re- that employers have workers comp concerned about the accurate re- ty of work arrangements, he said

sponsible for the corporate self-in- coverage, which is required in porting of losses Microsoft's Mr Thompson sug-

sured workers compensation pro- nearly every state "The challenge is to continue to Employers need to be aware that gested that an employer ask an
gram, loss control, general liabill- Regulators, however, adopted a move forward toward 1.niformi- the elements important at work- employee seeking added flexibility
ty, property, fidelity and employee different approach for residual ty," Mr Nazi said sites today are knowledge rather to write up a proposal that de-
benefit program for more than markets, which are markets of last David J Thompson, work/life than capital, flexibility rather scribes how his or her new pro-
300,000 employees in seven coun- resort for employers that cannot strategy manager at Microsoft than power, retention rather than gram would work and fit in with
tries The company's temporary find coverage elsewhere In that Corp in Redmond, Wash, said recruitment, and service rather company operations In addition,
employees are contractually as- market, Insurers are allowed to is- that employers must be prepared than product, he said he recommended that the employ-

signed to more than 30,000 corpo- sue "multiple coordinated poli- to move beyond traditional prop- The "external business drivers" ee be asked to explain how the
rations and public entities cies," which consist of an individ- erty/casualty and benefit concerns today are this emerging Net gener- outcomes of the program could be

Currently, about 12 5 million ual policy for the third-party em- when they are dealing with the ation and customers' demand for measured
people in the United States are
considered non-traditional work-

ers, holding jobs that "range hter- , L...
, TAI

ally from ditch diggers to chief ex-
!ecutive officers," said Mr Pette-

grew They are categorized in a
variety of ways, including in(ie-
pendent contractors, leased em-

ployees or temporary workers
Helping to oversee those work-

ers are 7,000 temporary staffing
companies in the United States
and 2,000 leasing companies, he
said In addition, the outsourcing
industry is growing at an average / .

rate of 11% per year
AC

Using a contingent workforce 4.
offers employers several advan- .

tages, including reducing the l- :#2-'.' . 3?,

amount of time and money spent f
handling employee recruitment ,

and screening, employee benefits
and other related paperwork, and
relations with with labor unions,

he said In addition, employers are --

usually not required to have work- I X: ,# \.t/''
ers compensation or any federally
mandated insurance coverages,
because that is typically the re-
sponsibility of the third-party

4

company overseeing the workers,
Mr Pettegrew said . - 1.1&«, Y.,72; 't

However, using contingent
workers can be interpreted as a

D

P

"co-employment" relationship .

that can be a potential "mine-
field," he said Problems, especial-
ly for third-party companies, can f l

.

stem from many sources, Including
litigation over the status of 1nde-
pendent contractors and the need
to comply with several state and
federal statutes regulating wage
and hour rules, workers comp and
employers' practices

Mr Pettegrew also outlmed sev-
eral strategies that employers and
third-party companies can use to
avoid those minefields They in-
clude requiring a written contract
that spells out responsibilities and
indemnity provisions, being
named as additional insureds,
defining the time and scope of out-
sourced assignments, outlining
screening and training responsi-
bdities, educating supervisors and
closely supervising outsourced
workers

He also urged that employers
ensure that they are properly clas-

4

sified for workers comp insurance
purposes

1
-1 1 .1 _

The growth of contingent em-
ployment arrangements has posed 1

new problems for determining ap-
. 1

propriate workers comp rates for =- 4, Irl

the employers and third-party f llt- _-
companies involved in such ar- r 1

--1

The National Assn of Insurance

1

1 >*-t 1rangements, said Jim Nau, general 192-'. 4
manager-workers compensation

-

residual markets for the National

Council on Compensation Insur-
ance in Boca Raton, Fla

*= 1 1+ 1-

Commissioners tried to resolve the

problem a decade ago for the vol-
untary market by letting insurers

, t 5. #
1

1



Privacy efforts may hinder workers comp system
By JOANNE WOJCIK

MARINA DEL REY, Calif.-Em-

ployers should be wary of proposed
federal regulations and new state
laws seeking to protect the privacy of
medical records, workers compensa-
tion experts say.

"We have some major concerns
about the unintended consequences
of these laws and their additional

costs," said Terrence Delehanty, gen-
eral counsel for the National Council

on Compensation Insurance Inc. in
Boca Raton, Fla.

"It's important that the business
community know about it and how it
will impact you and your company,"
agreed Eric Oxfeld, president of the
Washington-based UWC Inc., a na-
tional business association that lob-

bies on workers comp and unemploy-

nnentissues. the like, the privacy protections do
"Employers have to know what's at apply to medical providers, he point-

stake and speak out. As my father ed out.

used to say, 'You can open your The proposals also could hinder
mouth, or you can open your pocket- employers' attempts to integrate oc-
books, ,„ Mr. Oxfeld said dur- cupational and non-occupa-
ing a panel discussion at ' t A ll tional disability manage-
the Eighth Annual Busi- , ' n:tent, pointed out

ness Insurance Work- , THE EIGHTH ANNUAL 4 William P. Molmen,
ers Compensation and . m • 4 general counsel for
Disability Manage- . . the htegrated Bene-
ment Conference, insurance. fits Institute in San

held Oct. 16-18 in
WORKERS COMPENSATION Francisco.

Marina del Rey, Calif. * AND "Pay careful atten-
Although most of DISABILITY MANAGEMENT ·

r CONFERENCE .
tion to what the De-

these proposals don't , partment of (Health
explicitly address work-  , . * and Human Services)
ers comp, they may indeed C.*I publishes in the next few
apply to such claims, Mr. weeks," Mr. Oxfeld advised.
Oxfeld said. "If the medical provider cannot give

And even if they don't apply to you timely, complete information, it
workers comp insurers, adjusters and doesn't matter whether you have to

protect it if you can't get it in the first
place."

The Health Insurance Portability
and Accountability Act of 1996 stipu-
lated that if Congress did not enact
comprehensive national medical
record privacy standards by Aug. 21,
1999, the Department of Health and
Human Services would promulgate
regulations by Feb. 21, 2000. It mjssed
that deadline, however, and is ex-
pected to issue final regulations by
the end of the year. So far, HHS has
received more than 40,000 comments
on its proposed regulations, which
were released in October 1999.

In addition to the new HHS privacy
regulations, 600 state medical privacy
bills and 34 federal bills have been in-

troduced, Mr. Delehanty pointed out.
The penalties for violating the vari-

ous proposed laws would be onerous,
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he said, ranging anywhere from a
$50,000 fine and one year in prison
for wrongfully disclosing personal in-
formation for personal gain, to as
high as a $250,000 fine and 10 years
in prison in some cases.

Notwithstanding these penalties,
the privacy laws would certainly lead
to higher workers compensation
costs, said Thomas A. Dare, general
counsel for Kemper National Ser-
vices Inc. in Plantation, Fla.

Under the proposed HHS regula-
tions, "every time there's a handoff of
information, you have to get a new
authorization from the claimant," he

said. "So you can see very quickly
how some of these privacy laws will
have a dramatic impact on the cost of
filing claims" and on the amount of
time it will take to resolve them.

While some of the proposals would
allow workers comp claimants to sign

"you still would have to have multi-
ple authorizations from workers" to
obtain medical information, Mr.
Oxfeld said.

"The problem is, chasing after the

'It doesn't matter whether

you have to protect
(information) if you can't
get it in the first place,'
says Eric Oxfeld of UWC.

worker to get a signed authorization
is going to be a huge problem," he
said.

It also will be difficult to determine

the scope of the authorization, he
said.

"If one of the uses is not covered,
you're handing the worker and their
attorney a barrel that they can hold
you over to inflate the settlement val-
ue of the claim," Mr. Oxfeld asserted.
"So this has a potential to be a real
nightmare."

Some of the proposals also impose
time limits on the authorizations, lim-
iting them to, for example, 30 or 60
days, pointed out Mr. Dare.

tinction between how medical infor-

mation is handled in workers com-

pensation eases and how it is dealt
with in non-occupational medicine.
Employees who file workers compen-
sation claims have, essentially, given
up their right to privacy, because
medical information must go to third
parties-including the employer, in-
surers and adjusters-to expeditious-
ly resolve the claim, Mr. Dare ex-
plained.

But this free flow of information

may be interrupted if federal and
state lawmakers apply privacy laws
with a broad brush, Mr. Dare assert-
ed.

As if recognizing this concern, law-
makers in Hawaii delayed for one
year the effective date of the state's
new medical privacy law, Mr. Dele-
hanty pointed out.

That law, intended to protect an in-
dividual's right to privacy of personal
health information-including health
care and health status-was passed in
1999 and was supposed to take effect
last month. But the law has been sus-

pended until July 1, 2001, to give law-
makers time to resolve confusion it

has raised among medical providers,
hospitals and workers comp insurers.

"We need to maintain the distinc-

tion between exchanging information
and the use of that information," Mr.
Dare said. "Information only should
be shared with those who have a need

to know. The idea is not to post some-
one's injury out on the Internet."

Mr. Delehanty moderated the panel
discussion. Ell
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Different degrees of fraud demand flexibility
By ROBERTO CENICEROS

MARINA DEL REY, Calif -Un-

derstanding the difference between
serious workers compensation
fraud and simple abuse of the sys-
tem is critical to waging an effec-
tive battle against claims fraud.

Risk managers shouldn't allow
claims handlers and company pro-
duction managers to assume that
every claimant is guilty of fraud,
several experts told attendees of
the Eighth Annual Business Insur-
ance Workers Compensation and
Disability Management Confer-
enee, held here Oct.16-18.

Such an attitude can ser_d em-

ployees to attorneys or result in ad-
ditional, unnecessary medical care
and time away from work, they
said. It can also lead to a waste of

time and money, with resources the attitude :hat all claimants are

spent needlessly on investigations frauds or to bring that suspicion to
and employee surveillance. every claim:" he said. If claims

To minimize wasted effort, it is staff do develop such an attitude,
crucial to educate claims han- injured workers "are going to
dlers to instill in them an pick up on that, and there is
appropriate attitude go-ng to be a negative
about fraud and * · . reaction."

abuse, said Tim East, 1 THE EIGHTH ANNUAL 4 At Kmar. Corp.,

manager of risk 4 B*less 1, supervisors have
management busi- different approach-
ness process fir The insurance. es in regard to in-

Walt Disney Co, in VfORKERS MPENSATC,N vestigating cornp
Burbank, Calif. DISABILITY MANAGEMENT claims, said L.A.

After years on th2 , CONFERENCE . "Andy" Casso, direc-
job, claims handlers ' . tor-workers zompen-

I I

often become increas- .... sation for Kmart in

ingly skeptic al and want Troy, Mich. Some supervi-
to probe deeper into cases. sors are reluctant to deal with

"That is good " Mr. East said. "But workers comp claims, while others
you can't allow claims adjusters or want to get involved in eery case
claims administrators to develop and too often believe that an injury

fortheity deanerP"

.....74

I . .-'-
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:

is the employee's fault. The man-
agers also are mindful d the com-
pany's policy cf zharging back
claim costs to individual depart-
Inents.

"It's very important that you
spend time with your managers so
they understand that, for or.e
thing you are spending their mon-
ey," Mr. Casto said Managers also
should understand "what they are
looking for...and to not have a con-
spiracy-theoris: attitude about ev-
ery claim."

Anshell J. Boggs, corporate
workers compensation and safety
manager for Pep Boys in Philadel-
phia, said his department works to
ensui·e that the company's opera-
tions managers understand that if
empliyees suffer : legitimate in-
jury at work, they have benefits to

..
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take care of them. Although Pep
Boys does not tolerate fraud, it
does not want to send injured em-
ployees a message that it does not
trust them, Mr. Boggs said.

There often is a fine line between

fraud and abuse, the experts said,
and the understanding of what
constitutes fraud may differ from
one company or investigator to an-
other. Consequently, it is impor-
tant for a company's managers to
understand its attitude and under-

standing of the matter.
At one end of the spectrum, there

is "out-and-out fraud," Mr. East
said. At the same time, there are
social, cultural or workplace issues
that may influence a worker into
extending a period of disability,
sometimes unconsciously, he said.

"So to a certain extent, we need
to be sensitive, to be able to distin-
guish between a truly fraudulent
claimant and those that are maybe
extending disability, but it's not
out-and-out fraud," he said.

As a result, an employer must de-
velop clear and specific criteria
that establish when additional in-

vestigation or surveillance is war-
ranted, Mr. East said. If a claim

does not appear to be genuine
fraud, another approach, such as
intervention by a ease manager,
may be appropriate, speakers not-
ed.

"One of the most important
things to educate claims adjusters
about is that investigations should
have a tangible and clear and pre-
cise objective," Mr. East said.

Mr. East said he looks for three

things when trying to determine
when a case requires further inves-
tigation. They are:
• Prolonged, passive treatment

methods with no indication of im-

provement.
• Doctor visits that do not result

in improvement.
• Repeated exacerbation of the

injury, That is an indication the
person's job is beyond their physi-
cal limitations or that he or she is

engaged in social activities-beyond
those limitations. One employee
called Mr. East about a knee injury
and asked whether he could get a
benefits extension because jet ski-
ing added to his discomfort, Mr.
East said.

Investigating every case is im-
practical and will produce few
good results, said Timothy Fargo,
president of Omega Insurance Ser-
vices, a St. Petersburg, Fla.-based
claims surveillance company. How
much value is obtained from such

tactics will depend on how well an
employer knows the claim before
deciding to investigate, he said.

One step an employer can take is
to ensure that its third-party ad-
ministrator or insurer has a specif-
ic person dedicated to referring
fraud cases to prosecutors, Mr.
Fargo said. Often, fraud cases do
not get referred to prosecutors be-
cause no one has been assigned to
track the ease and see that it is

handled properly. It also is impor-
tant to make sure that cases are

well documented, he said.

Because it can be costly to make
mistakes when investigating fraud,
Mr, Boggs has made it a priority to
meet with the top managers of Pep
Boys' TPAs to ensure that both
parties have a common attitude to-
ward the matter.

"The cost associated with (mis-

takes) you may not see today," he
said. "But you will see it over time.
Whether it's turnover, whether it's

employees getting an attorney
quicker-there are costs associated
with mistakes."

Mr. Fargo served as moderator
for the session. Eli
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Award-winning ergonomics programs share tips
By MEG FLETCHER

MARINA DEL REY, Calif.-One

of the keys to developing a state-of-
the-art ergonomics program is to
focus on continuous and long-term

improvement, say expel·ts involved
with crafting an emoloyer's award-

winning program.
Seattle City Lights, a pub _ic util-

ity based in Seattle, recently won
the Center for Office Technology's
annual Outstanding Office Er-
gonomics Award for public entities
(BI, Oct. 16) Prudential Insurance
Co. of America won the COT's

award to private-se=tor companies.
Achieving continuous improve-

ment requires a 2hange in ap-
proach for many companies, said
Steve M. Davis, a consulting er-
gonomist with StewartPrezant Er-

BUSINESS

9/00

HOME

goncmics Group in Seattle, who must. remember that the goal of any
formerly worked for the utility. ergonomics program sho.ild be to

Companies must move from a "design work to fit the oapabilities
"rea:Mtive" mode, in which large and limitations of workers," said

numbers of ergonomics claims Diane Lee, an ergonomist with

requiring medical inter- the util.ty's Safety and
vention drive excessive . ' ' . , Health Team.

costs, to a " oroactive" 1 , When that is not

mode, in which pre- i THE EIGHTH ANNUAL done, workers may

claims management < 8„gEs experience er-

and workplace in- gonomic-related in-
tervention reduces ries and illnesses,
the severity cf these WORKERS (AMpENSATON in2luding disorders
claims and their CISABILITY MANAGEMENT involving tendons
costs, he said. , CCNFERENCE . and trapped nerves
Ultimately, a com-    ,- as well as sprains and

pany's long-term goal strains, these and other

should be injury prevention panelists said during a pre-
through an integrated process sentation at the Eignth Annual
that also strives to contain costs, he Bus<ness Insurance Workers Com-

said pensation and D.sability Manage-
Tc achieve that goal, a company ment Conference held Oct. 16-18 in

AUTC ANNUITIES

D0

LIFE

To lea n more, visit the Travelers Web site vww.travelers.com

Marina del Rey, Calif.
Developing a good ergonomics

program requires planners "to eli,
your homework and plan for suc-
cess," Mr. Davis said.

That includes knowing what to
measure so that cost/benefit analy-
ses can be made, he said. Those fae-

tors should include tallying work-
ers comp claims and associated
costs; monitoring cumulative in-
juries separate from acute ones;
and calculating the frequency and
severity rates af injuries.

Other items that should be men-

sured include surveying workers
for symptoms; documenting find-
ings and solutions; and performing
follow-ups on ·Drograms to validate
the use and effectiveness of er-

gonomic controls.
An action plan should include

8 i

TravelersInsuranceAmembero' clt,group L

The Tra/elers Indemnity Company The Tr..velers Insurance Company anj th,i· afiliale: One Tow·r Squa·e, Hart·ord, CT 06183

plans to benchmark results against
other organizations; analyze injury
trends and establish priorities. cre-
ate awareness and support; identify
roadblocks; establish early report-
ing procedures; provide for timely
intervention of solutions; and being
able to justify costs to validate so-
lutions.

"Building in-house expertise" is
a critical component of a successful
program, said Pamela Faccone. an
exercise physiologist with Pruden-
tial Insurance Co. of America in

Parsippany, N.J.
After evaluating alliances and re-

sources, managers of both award-
winning ergonomics programs re-
alized they had access to good ex-
pertise and could share resources
through the formation of er-
gonomics teams. That allowed the
programs to share costs, but creat-
ed some concerns about determin-

ing accountability, she said.

'Start small and take

small steps' when
developing
ergonomics programs,
says Dolores Nizich.

In-house expertise also can be
developed through training. espe-
cially when a previously injured
worker takes on a "discipleship"
role to help co-workers avoid in-
juries. In addition, the concept of
"training the trainer" works in
some places but not others, Ms.
Faccone said.

Companies that are implement-
ing ergonomics programs should
consider a "hierarchy of approach-
es" beginning with engineering
controls that reduce or eliminate

hazards for workers, said Elizabeth

A. Grosh, a loss control specialist
with Prudential.

Such approaches can include
corner workstations, elevated

working tables or purchasing high-
ly adjustable chairs, panelists said.
Several said they preferred an easi-
ly adjustable chair, particularly
one made by Steelcase Manufac-

turing Co. that includes a moveable
seat. However, "there are plenty of
good chairs out there," Mi·. Davis
said.

Some companies have been able
to control workers' efforts to self-

diagnose their ergonomic ailments
by physically blocking theii· ability
to order devices like wrist splints
from a supply catalog used by the
company, Ms. Faccone said.

For companies that wish to im-
plement an effective ergonomics
program on their own, panelists
prepared a list of do's and dc)n'ts

The "do's" are: establish realistic

goals; establish a road map; get
management support; encourage

employee responsibility; create
flexible solutions; document and

measure; develop alternative plans;
and make allies, not enemies.

The "don'ts" are: move too

quickly; be deterred by lack of
management support: say it can't
be done; be deterred by lack of
money; make the process c()Inpli-
Gated: ancl ignore office internal
politics.

"Start small and take small

steps," urged Dolores Nizich, the
utility's safety and health nianager.

That approach can lead to big
savings, which amounted to an es-
timated $827,000 savings in work-
ers comp and return to work costs
in 1999. she said.

Prudential's Ms. Grosh moderat-

ed the session. £11
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Survey evaluates disability management systems
By JOANNE WOJCIK withstate and federal regulations The Jol-mal received a total of 297 claims costs The figure was 76% wdlbeginmeasunng reductions inthe ]

These were the findings of the sec- responses to the 2000 survey, which among health care providers Whlle number of lost-work days Eighty-five 1
MARINA DEL REY, Callf -Re- ond annual survey by the Journal of asked companies what factors they are the favorite method for meas iring percent of the health care providers

ductions in overall clalm costs and the Workers Compensation on "Measur- currently measuring, as well as what these reductions was to look at claims said they planned to use such an ap-
effectiveness of disability manage- mg Managed Care Perfolmance they plan to begin measuring frequency, the survey authors suggest- proach to measure the effectiveness of 1
ment programs in returning workers for Workers Compensa- within the next three years ed that this is a flawed Indicator programs

to pre-rnjury functioning w11 be the tion," which were dis- . Of the respondents, 90 "The frequency rate does hare the With regard to measuring reduc-
focus of most workers compensa:ion tributed at the Eighth . THE EIGHTH ANNUAL + were from employers, virtue of belng easy to understand and tions m the frequency of lost-time m-
perforniance measures m the next few Annual Busmess In- . Bugness «*

65 claims payers, in- easy to determine But the cost of junes, 73% of health care providers ,
years, a new survey shows surance Workers . cluding thlrd-party claims is dnven more by the seventy- said they were using or planned to

The survey also found that the five Compensation and . Insurunce.. administrators and not the frequency-of claims," sug- adopt such an approach For each of
key stakeholder groups-employers, Disability Manage- WORKERS COMPENSATION insurers, 45, health gested the authors, Peter Rousman- the other respondent groups, however,
claims payers, health care providers, ment Conference, • AND * care providers, 21, iere, director ofbusmess development that figure was at least 85%

DISABILITY MANAGEMENT
managed care providers and consul- held Oct 16-18 m Ma- managed care at Delphi Technology Inc m Zam- The preferred approaches were to ,

CONFERENCE

tants-plan to measure the effective- rma del Rey, CalIf . providers, eight, bro- bndge, Mass, and Maddy Bowhng calculate the ratto of lost-time to total
ness of their disability management The Journal began the kers, 38, consultants, and assistant vp for medical services oper- claims and to measure the utihzation

/

systems with regard to several factors survey m 1999 to develop 30, other, Including regula- ations at The Hartford Fmancial Ser- rate of moddied duty
Those factors are reducing the num- benchmarks for workers com- :ors vices Group Inc in Chicago .These responses suggest that stake-

ber of lost-work days, reducmg the pensation managed care This year's In eacn of the categones except Also, with health care promders holders have come to recognize that
frequency of lost-time claims, increas- survey also asked respondents to 11st health care providers, at least 95% of again belng the exception, at least modified duty must be implemented
mg claimant satisfaction, mcreasing the measuiement techniques they hke- respondents indicated that they are 90% of respondents in eavh of the ott- quickly to prevent an injury from be-
employer satisfaction, and complymg ly would use in their efforts measunrg or w111 measure overall er groups said they are measur.ng or commg a lost-time injury," the sur- 2

vey'sauthors observed
At least 85% of the respondents m

each of the groups surveyed said theyInr.*57,-i :ft 81 'Hili'..imiairil are measuring or w111 be measunng
.154 4 4 'g ' ,/ i. 4 "Arb- 4" ., 9 1 «34 the effectiveness of their disability

:,
4 management programs m returning

5 1 workers to pre-Inlury functioning1*. ,
¥Z But while the stakeholders agree

that returning workers to pre-injury
functioning is one of the chief goals of
workers comp programs there was no6
consensus as to how it should be mea-

rck, 1 #.
P . sured Respondents reported a rela-

tively wide range of measurement
techniques, including utilization of

i '
modified duty, duration of modihed

/10//83./ duty and physical-capacity testlng
"The wide range of techniques used

may suggest the difficulty of reducing
this measurement to numbers," the

4 .

. 449- survey's authors said "The goal of re-
9 63\3\ 9

f 4 3 turning workers to pre-injury func-
tlonmg 15 not easy to measure as few if
any claims andmedicalcasemanage-9
ment systems specrfically record mfor-
mation about the Job to which the in-

A
Jured worker returns

/£ . 6. ·' 75£ P 244 "Consequently a true assessment of
/ fft&:4/N. Lft. '.". whether a worker has been restored to

pre-mlury funchoning wlll be dificult
a. /

K

to make without a more determined

, and coordinated effort to capture and
1 . report the needed information"

Consultants and managed care
a i

providers were much more hkely to
-4 , a measure claimant satisfaction than

1 were employers, claims payers and
non-managed care health care

* providers Eighty-four percent of con-
C. 4*tr sultants and 81% of managed care

providers said they were using or
would use this performance measure
By contrast 74

0/

/0 of employers, 71%of
health care providers and 65% of

F claims payers said they were usmg or
would use this measurement

.* Consultants and managed care
*4 providers also were more likely to say

they would make measurement of em-

There's no way to tell in advance who will vanda ize an information network, hack into a database, ployer satisfaction a pnonty in the
next three years Ninety-five percentpull the plug on an ISP or find some other way to devastate your clients' e-business. That's why

4 o of managed
-

of consultants and 90 0

you need the full range of services that e-Shers" provides through their unique partnerships with care providers said they were using or
*

% specialists in e-business insurance, risk assessment, loss prevent,on and loss mitigation planned to use this measurement By
companson, just 74% of claims payerse-Sher ts a new facility created by Sherwood Insurance Services one of the nation's foremost
and 84% of other, non-managed care

wholesale brokers e-Sher offers customized aoproaches to insuring the exposures Inherent tri providers said they would use this

doing business electronically. The coverages offered by e-Sher fill many gaps that traditional measurement Employers were not

insurance policies don't cover.
asked to mspond to this question

With regard to measurtng satisfac-
e-Sher is the program administrator for a leading national insurer whose state-of-the-art tion, interviewing claimants while

e-commerce program can accommodate sophsticated risks with unique coverages, specifically their claims were active and conduct-

1ng annual surveys of employers were
designed to meet their special needs This includes coverage for first-party losses and third the preferred approaches

party liabilities At least 74% of respondents rn each
.

. of the stakeholder groups said they areTo learn more about the e-Sher program and to submit a preliminary application, contact
measurng or wlll be measunng com-

Phil Pierson at Sherwood Insurance Services at 949-477-6646 or Philip_Pierson@shrwd com. phance with state and federal regula-
tons The preferred measurement

'4,1//4 : i
r « techniques meluded Internal and ex-

.
POU

f4 ternal reviews of comphance
. j I is I SHEIWOOD INSURACE SEROICS, INC: The survey wlll be published m the

3 Fall 2000 issue of the Journal of Work-r D CALicense#08'1 22(;>
ers Compensat lon Those interested in
participating in the next suivey should
contact Mr Rousmaniere via e-mall at

4

I l:.6 pA@rousmantere com and ask to be
Included
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Let's face it, some insurance customers are more valuable than others.
Are you treating them all alike?
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Costs
1 Continued from page 3

greater than the cost of providing
employees with group health, dis-
ability and workers compensation
benefits, Mr. Molmen said. Pro-

, ductivity costs can include lost
revenue and the cost to employers
for maintaining redundant em-
ployees who would not be neces-
sary if other employees did not
miss work.

The IBI findings show that con-
trolling medical costs per se is not
as important as managing produc-
tivity losses, Mr. Molmen ex-
plained. Employers can manage
medical costs, but they should do
so with am eye toward how the
management of disease will affect
lost time and productivity.

Some employers already may be
headed dcwn that road. A first

step lies in integrating benefits,
with the goal of reducing produc-
tivity losses, said speakers who
participated in a panel discussion
on "Strategies for Reducing
Health Care Costs" at the confer-

ence, held Oct. 16-18 in Marina del
Rey, Cal f. Employer concern
about absence management and
the cost of lost productivity are
creating interest in the integration
of occupational and non-occupa-
tional employee benefits, they said.

One IBI survey of 800 employers
found that 45% now integrate ben-
efits or are exploring the option of
doing so. Nearly 30% of that 45%
are actually integrating benefits.
In addition, 80% of the largest em-
ployers in the survey said they are
interested in the topic, and 28% of
smaller employers-those with

fewer than 100 employees-indi-
cated that they are interested.

IBI findings also show that em-
ployers would like to integrate
group health coverage among the
other benefits that affect time

away from work, Mr. Molmen said.
Currently, the most-common de-

scription of integrated benefits
management includes the

bundling of services for long-term
disability, short-term disability
and workers compensation pro-
grams, said Archie Simons Jr.,
president and chief executive offi-
cer of Synchrony, an integrated
benefits company launched jointly
by Metropolitan Life Insurance
Co. of New York and Travelers In-

surance Co. of Hartford, Conn.
Increasingly, there is more dis-

cussion among employers about
absence management, Mr. Simons
said. Among factors driving that
discussion is the desire for greater
employee retention and the high
cost of replacement workers in a
tight labor market.

Within the past 12 to 18 months,
more employers have expressed a
desire to bundle other absence

management services. That in-
cludes the collection and manage-
ment of data for employee lost
time stemming from factors such
as the Family and Medical Leave
Act, he said.

The market, meanwhile, is react-
ing to the increased demand for in-
tegrated services, Mr. Simons said.
More brokerage services are com-
bining their risk management
practices with their benefit con-
sulting units.

"I think that is, in large measure,
because they see customers moving
in that direction," Mr. Simons

said.

Another technique for reducing
health care costs relies on review-

ing benchmarks for claims out-
comes and profiling the practices
of medical providers, explained
Frederick E. Scardellette. vp-dis-
ability management and market-
ing for Philadelphia-based Intra-
corp, a provider of disability and
health care management services.

That includes reviewing the
treatment provided to an employee
population and how those treat-
ments match injury diagnoses,
Such information can provide a
way to compare an individual
physician to his or her peers. It can
also identify inappropriate treat-
ments and educate doctors about

what they can do to lower Costs,
Mr. Scardellette said.

Intracorp begins the process by
evaluating "diagnostic groups,"
such as musculoskeletal injuries,
among employees. In that way, In-
tracorp can determine which diag-
noses are driving frequency or
cost.

"Once we have a good picture of
that, we can drop down and look
at individual providers and the
types of cases they are treating,"
Mr. Scardellette said. "When we

get to patient profiling...we look at
age, gender, location and various
things that contribute to severity
or cost drivers."

Understanding individual costs
within workers compensation pro-
grams, such as medical expenses,
is a vital step toward benefits inte-
gration, the speakers said.

The University of California Of-
fice of the President has been at-

tempting to gain a better under-
standing of its medical Dosts, said

Barbara A. Pelletreau, manager of
the university system's workers
comp program, which is based in
Oakland, Calif. The Office of the

President is the equivalent of a
corporate office, respons:ble for 10
campuses and five medical centers
with more than 150,000 employ-
ees.

Currently. the organization's
workers comp costs are about $126
million annually includmg claims
reserves. To help reauce that
amount, the university system
found 32 events, or "sticking
points," that drive up claim costs.

For six months, the university
system tracked its claims looking
for one of those 32 markers. Every
time one of the markers appeared,
the case was flagged for "front
loading," or the early application
of aggressive medical zreatment,
Ms. Pelletreau said.

In addition, a case management
nurse was assigned to work by
telephone with the doctor and the
injured employee.

After six months, the university
system found its efforts weren't
producing measgrable savings or a
reduction in employee absence. So
the university then narrowed to
four the number of cost-driving
events to which it applies its front-
loading activities.

The four events are those that

the university is certain will re-

duce costs if managed properly.
They are: a diagnosis of carpal
tunnel syndrome, new injuries,
loss time of more than seven days,
and more than 12 chiropractic or
physical therapy visits. It will take
a year or two tc, determine the lev-
el of savings produced by the pro-
gram, Ms. Pelletre:u s:id. 111
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Legal pitfalls in workers comp medical care
Putting employee first is crucial: Experts

By ROBERTO CENICEROS

MARINA DEL REY, Calif-

While use of managed care can
hold down workers comp costs, an
employer should know that, in
some cases. it could limit that em-

ployer's right to recover losses that
stem from a provider's mistake, an
attorney told the Eighth Annual
Business Insurance Workers Com-

pensation and Disability Manage-
men: Conference.

The attorney recounted the story
of a manufacturing company with
operations in Florida, where an
older worker dropped a concrete
block on his foot

A nurse bandaged the injury,
and, several days later, the worker
pouied beer on his foot, thinking
the alcohol would dismfect the

wound and help it heal. But the
worker was a diabetic who had not

been taking his medicine, which
complicated the foat injury.

After the worker sought treat-
ment at a hospital, the claim be-
came a national news story, said
Cheryl Wilke. a partner in the Fort
Lauderdale, Fla., office of Hinshaw

& Culbertson. That's because, Ms.

Wilke said, a doctor working under
the managed care program in
which his employer was enrolled

amputated the wrong foot of the
employee

Ms. Wilke was among several at-
torneys and a workers compensa-
tion consultant who addressed the

BI conference about avoiding prob-
lems with claims

"The employer did everything
they were supposed to do," Ms.
Wilke said. "They signed up for a
managed care program through
their carrier. Their goal was to lim-
it their litigation and limit their ex-
posure. And going through this ter-
rible story...they discovered that
not only did they have to amputate
the other foot. which was the prob-
lem foot to begin th, but they tad
no right under their managed care
arrangement to sue that doctor.
Nor did the claimant.'

So, for all of the potential bene-
fits presented by managed care,
"from a litigation standpoint,
sometimes you have to be very
careful what you wish for," 1\<Is.
Willie said.

Other panelists told the confer-
ence to avoid problems by educat-
ing their w orkers comp doctors,
submitting claims early for attor-
ney review, and acting as advocates
for injured employees.

'I find often that (employers)
don't take the role of an advocate

for their injured worker," said
Mary Skelton. president and chief
executive officer of WORKDOT-

COMPDOTCOM Inc., workers

compensation consulting company
based in the San Francisco area.

"When (a worker becomes) injured
somehow, that injured emplohee
gets relegated to a sidetrack. Peo-
ple don't communicate with them.

They are not given a road map or
the assistance to weed through
what is, basically, a very compli-
cated workers comp system," she
said.

.
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The results can be costly, Ms.
Skelton said. She recounted a story
about one injury that should have
resulted in a workers comp loss of a
few thousand dollars but instead

turned into a $750,000 claim.
The injured employee was not

well liked at work, and when he re-
turned from an accident-related

absence, he was shunned by co-
workers and given a punitive job
assignment, Ms. Skelton said.

"Shake your head, but it hap-
pens," Ms. Skelton told the audi-
ence. "The employee kept coming
off of work because he didn't want

to be in that climate."

The return-to-work efforts of the

claims handlers hired by the em-
ployer were thwarted by the work-
place reaction to the injured em-

ployee. The employee also faced se-
vere personal problems and even-
tually began fantasizing about
killing himself and people at work.

"So not only did it become an in-
dustrial injury, it became a work-
place safety issue," Ms. Skelton
said.

The loss evolved into a rnessy
psychiatric claim, and restraining
orders had to be obtained against
the employee. Employers must play
a vital role in creating an environ-
ment that welcomes injured work-
ers back on the job, Ms. Skelton
said.

"Don't abrogate that (role)," she
said. "Don't delegate that. Be a
person who works with the claims
adjusting agency and make sure
they are following up with the in-
jured worker."

Think about the cost of litigation
early on in the claims process, ad-
vised John T. West, a partner in the
Florham Park, N.J., office of Hack,

Pro, O'Day, Merklinger, Wallace &
MeKenna.

"I have so many cases in which I
wish I was called early in the
claims process, before the litigation
takes place," Mr. West said. "Be-
cause I would have told them not to

accept the claim. Or there are cer-
tain situations where a claim is de-

nied-and it may be for a very mi-
nor reason-and it suddenly trig-

gers litigation."
Early consideration of attorney

advice is smart, agreed Paul F.
Buckley, treasury director-risk
management for Lucent Technolo-
gies Inc. Mr. Buckley, who moder-

ated the panel, was named Busi-
ness Insurance's Risk Manager of
the Year in May.

Mr. Buckley said that as soon as
he finds himself questioning
whether he should report a workers
comp claim to an attorney, he re-
solves to report the claim.

"It does not mean you relinquish
control," he said. "All you are do-
ing at that point is seeking advice
from counsel, and that should be

able to be done very quick."
The response of doctors is impor-

tant in determining whether an
employee will recover and return to
work quickly or become a habitual
user of the system, said Patricia
Jean Clisham, an attorney at Hall
& Evans in Denver. An employer's
first line of defense rests in educat-

ing physicians.
"You might say, 'Why do you

need to educate physicians? Hope-
fully, they know their medical
(business), and most of them know

something about legal and medical
in this day and age,' " Ms. Clisham
said. "However, most physicians
come through the ranks in the
health care system and don't really
know everything about the work
comp system."

One of the most important things
they may not know about workers
compensation is the importance of
helping injured employees return
to work as soon as possible, she
said.

Robert L. Gelb, president of
Alexander Lindsay Group Inc. in
Devon, Pa., served as moderator of
the session. [al
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New programs must have support of key people
By MEG FLETCHER "The thing thatwene©ded todowas fiequency anc seperity of injuiles, strategies also reduced los'·,es in the per month, costing the company mil-

to get people back involved We had to which significantly impreved those construction industry, part_cularly on hons each year, said Robert S Ander-
MARINA DEL REY Calif -In- get pe(ple, boil workers, and emplov- statistics and tne mutual insiuer's h- E large indge construction 01 0]ed be- 10, pi esident of The Wcn ksale Group

volv[ng key people in the implements- ens, to Jay attention to things that are nancial picture tween Portland and Soult Poilland, Inc, a risk management consulting
tion of safety and 1css pi evention really impol tant-the welfare of Befoi e implementinp such pro- Mr Lec nard kild irm in Laguna Hills, Calif
sti ategies is crucial to the '·,uccess of one another," MI Leonard grains, though, ' 10 1 must During that prolect, Longmont, One key step in the implementation
the process, two loss conti 01 experts said at a session of the understand the rdustry," Colo -based Flatiron Structures Co of that program was getting hne man-
Sav Eighth Annual Busine' s Ah Leonard empha- LLC was comm-tted to ".1 100% fall agers and union employees to woik to-

That approach was fundamental to Insuiagee Woikers 1 THE EICHTH ANNUAL 
sized piotection policy," according to intor- gether to impi ove safety, he said Oth-

the establishment 01 tne Maine Era- Compensation and Bugness «« The los« contr 01 mation from MEMIC Essentially, the er components of successful safety
plovers' Mutual Insu ance Co m 19C 3, Disabilit> Manage- „ Insurance. proglam 1mp ement- c ompanp required bndge workers to promams include focusing on and
which was mandated by the state's ment Confeience, ed fir the _ogging In- use a horizontal lifeline sistem, and measuring iesulls, developing useI-

WORKERS COMPENSATION1992 ieform act, saicl Jc hn T Leonard, held earlier this
ANC dustrv consi,ted of that sy.tem prevented serlols Injun to fnendluatety and loss control manu-

who has been president and chief ex- month in Marina del DISABILITM MANAGEMENT several elene its Foi one worker who slipped trom the a_s, and trainlng
ocutive officei of the insuler since _ts Rey, Callf CONFERENCE exarrple, workers bndge deck He was bnefly knocked In general, individual' unsafe ac-
Inceptic,n When MENIC was es-

. r.,ere requre to attend unconscious, but his retractable lan- lions cause 90% of all accidents Ml
The ieform bougH to re-establish a tablished, the Maine em- . alive-day tiain ng pro- vald stopped his _all iust four feet be- AndeI son said Therefore, it ls impor-

viable workeis cimp maike=place ployel>' iniury i ate., and gram which inefuled in- neath the stuctural giders tant to assey· behavior and tr·v to edu-

from the ruinc of thipreviouss/stem BoIkers comp piem_ums wrie stniction in the uf. of equipment Getting kev people inVolved .1190 cate employees about the propet way
which collapsed fo_ a vanetv ofled- double tho national azeiage, he saic and an empha,is or the need for ag- helped prevent _osses and improve to woik safely
sons, mcluding artiticially suppi esod But a,enes o- _ndustry-specific loss glessivelc,ss contiollechnic__ir, safeh proceduies at a steel m111 that Unfortunately, employels often
rates and excessive costs contiol piograms grea-li. reduced thE A similar emphasis on less contiol had been experiencing 14 accidents "won't invest in safety until they un-

der·land the bottom-hne uvings," he
said Those savings stem from fewer
workels comp claims more produc-
tive use of woikers and facilities ab

well ah savings on bgal and Inspect[()It
c])Sts he said

"We ve got to Ret then attention by
focusing on bottom-line savings ' ho

. A i D A said

, a More than

250 attend
. . . 1.

D.-
conference

. .

MARINA DEL REY

Calif -About 260 people at-
tended the Eighth Annual
Butmaf Insurance Woikeis

A D
- Compenution and Disabilitv

I ,.17& t - Management Conference
held Oct 16-18

. D
Attendees alho u ere able to

attend a private, employer-
D . onlr ioundtable discru%von

and to pailicipate in a pie-
. a . 0 conference gol[ outing as part

of the tu o--daw conference at

.ZZ the Rit7-Caillon Hotel in Ma-

5, 3 i ind del Re'> Cdlif. r 5 .-,F : *:*,» ..  . 3 : 1
t 0 0 The confeionce, presented

in conlunction with the Inter-
national Business Foium of

Rockville Centre, NY, con-

, lits d.,
-4 ' sidered several signitieant

concernh, including itrategies
D lor zedlicing health care costs,

the manatement ot liabilities
cirated by changing employ-
ment ielationfhips, and pro--

1

Pord wi,luctions on an cm-

plovey # ace(dh to d woi ket 's
health information

0 In addition, attendees heard
sevoial workivs comp alt(,1-
nevs discuss war s to avoid

.-
-4 problems with claims, ,ind

u inner A Oi eigonomics
'5',4 awaids, explained how their

... progranis reduced \T or k--10-
lated musculoskeletal di•,or-

ders Other speakel' and p.in-
D elists dikus„ed war. to com-

bat haud, to measuic the pei-
formance ot employer %' wor k-
er:, comp proK ams and to im-
plement innovative trchnolo-
Rios that save money and em-

«

: powel workei'

The inteiactive folmat,
D

. which included presentations/

: by individudl experts and

D. . :10 panels, allowed attendees to
.

pursue answeis to their '·,pe-
citic quelions

Planning for next veal s
.· .5: contezonce is still in the

works Fol mole infc,imation

contact the Intel national
Bu,·iney, Forum at 516-594-

' 1-, 1
30(){)
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U\ When an employee is disabled on or

off the job, everyone suffers. But that

doesn't mean your bottom line has to.

With LibertyOneSM, I keep disability costs

from swelling. Fact is, direct and

indirect disability costs can take up to

14% of a company's payroll. That's why we

created Libertyone, an integrated disability

management solution designed to save

you money. By utilizing cross-trained

specialists, consistent return-to-work

practices and integrated outcomes

reporting, LibertyOne saves our customers

an average of 15% on their disability

costs. Why suffer over the swelling costs

of disability insurance? Simply skip the

aspirin and call me in the morning. U
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force to evaluate whether an IDM program is right for your company.

Call our Integrated Disability Management Team at 888-322-4IDM.
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Risks Uxted Gram *owers Ltd m L. n-- drought, UGG's gram handbrg vol- Mr Cox said lower prEmium, Mr Cox sad
mpeg, Manltobs urne dropped 20% and the compa- But UGG pmsented its findmgs to "If we had raised tke dedue:ibles

Bplies UGG reviewed its mam nsks ny's prcfits dropped ny 518 yinllic,n its broker, Wllks Group Ltd, whle}r on our tradi:ional programs to th€
Continued jrom page 2 o.era thi ee-year peflod m the late And u-_ 1989, afte another drought, suggested that UGG buy en mtegr:t- scne level as be mtegrated program
15 chemically bound has been andre- 19908, it concluded that it had good gram nandllns dropped 18*, and ed erterpnse nsk prograir vuth cov- w.Je wiowild no have seen a prerwm- i
mainsoneof themainnsks that Syn- risk controls, good risk monitonng proins fell by $36 m:]1104 Mr Cox erage for weather-tated brses IUr £03:2 beneht because we v,ere al-
crude has to manage, he said 01-0'C CTificient traditional said Cox said ready bastsng the mmmums or. pre-

"Costremainsone ofourkey chal- msurance -- 1, "said At the time, the company had in rn,ums -or each of the traditional
lenges and nsks---and espee.yally so, By 1999, i.. Dom] v bad a 30% place a senes of property and casual- programs, he said
since we exert no mfluence a.t all over fi:e yESS 8 ves'*g€ 10, atio, and de- The decision to ty policies each with ltE own de- The end re,ilt was thar UGG re-
the selling price of our product," he nte , he faot that :d obtarred ductibles and loss expenence he duced its long-tenn cost of ns< in-
said 233% mducton -ip». 8 +iseverihat '-u,1 - *ce parf of our said cludlng the nsk for its bigges= and

Consequently, Syncrude's Interest per od, it concluded that given the business is, in effect. a Ve had several proirams where previously unnsured ns]-4 Mr Cox
m nsk management ks to a large ex- reistively tew elamsS, mt should re- -,te had zero losses, but we attll had to said
tent dnven by cost, Mt Cazi« said Vled :15 MIS./SERCE j{Fs)grax}, to obtain risk control,' says Jim pay the premium and we were not The -rogram also redncec the

4 Itknot the only (factor) but it's a mme cost-«es ive coverage he said Ca,ler. abletots?detheigood€xpenenceofi Comi: s umangs volathty, de-
big one We would not be a business 'So we had: rlsk bramstormjng

1.' 1 '' 7 -A
onpoorei expenence cnether tro- 0.-».4.4 _Enof.fofcapita] itreed-

success today-and we are a sue- session," Mr Coxsmd grurs," Mr Cox said ed ic glard .kielilti €rocght b:ses
cess---if we hed not neen able to con- R pulled about 20 pesylz m vaneus B> Integrating abot-t 33 ©f t'le and mcressec the financial leverage
tinually drive ourcosts of production pSitlons fromacross necompany to Onaversge, the es,mpany s.ifered proper»/casualtypollcies, UGG-vas of thecospary, hesaic
down,"he sad co=sider anythms *ang that could fium :. *ought evify 12 yearS he able to include some 3ozerege 'ir "The combmabon of those fac:ors

Syncrude broadly dehnes nsk E: 3 5569 to a ,iere loss b UGG, be sa)d said veather--slated gram taging cov- all hare yot,nbal to acresse our
"the chance of a ]Ses COCUZ]GIi,S," IEr .Sind the soun· concluded that the "Tte K.itudem':ne induary had exage m e three-year Begram fir sherepnpl" 70 Coxsald
Carter said So. manage-s neec co larzest ns>' UGG faced was on€ it been tat':hmison€ of the rigits lat only a 59* premium increase, he said Peter Watson, an adepenien: nsk
consider the odds of an unplanned 433 no co,2-3 over-Uie vgreather you have m the gram busmess and 'Ibe company also raised its aggre- managerseit consultant based m Ed-
loss happenmg and the compary's For example following a 1985 there's _--' --you .andc ab) 31 :," gate deductible level m retim for a monton, modeited thesess.on S
tolerance fos ihose losses, he sa,]d

.* li >

management becomes a 87:tem for 1 91- /'

reducing nsks to people, assets, prof- ]
its and the €370 onment-ultimately
for the purpoj of avoidlng business
loss," he said . i ./

//

In large organizations rick men-
agement must begin by continually
examinmg day-to-day operations to

f

see what risks are "lurking benealb
*.34the surface," he said . f-.1

To instill a sense of nsk manage-
ment, all employees at Syncrude ale

given a lammated card that hsts five . 4 & I 1 1

4-

,-Eir*I
key questions Why am I doing this 
task et all? What could go wrongp
How could it effect others or me?

How hkely is it to happen? And what  r
can I do about it?

When enployees identify concerns, 
they have to be conident that semor

managers will listen to their Input "

and respond appropnately, Mr
Carter said

Tiong ug nsk assessment pr.ess 
to another level, the company also  A
holds meetings ok small groups of F
employees frorn a vanety of positions
to share information and identie
risks, he said

"These nsks s.rs then quantified to
the en.pnt possible, ranked and ac-
tion is taken within the grc» tomit-
rgate nsks of the lob arthe --- m
.work," 3* Carter sad 9

Any significant risks that are iden-
A

tified generate a broader, company-

In addition to risk identihcatici,,
pnde nespons€, hs seld

3

the company has implemented a nsk
mon:tormg system that is designed to
highlight any abnormallties m pro-
duction, he said For example, if pro-
duction levels fall, that might mdi- 7 *1 t

cate a problem with operating ma-
chonery that needs to be addressed to
increase production and prevent an
equlpment failure, hemid

Once rists are assessed and monl-

tored, the coinpeny stnves ' o control
them, Mr Ca)ter sayd u=Lay

P' j I «,f"Risk controfs may include safetv | t
1 *F -barners, spare pans, new aes gns, | F

safety equipment, procedures and 4,

ever> additional raanmg The deci- 
mon to outsource pari of our business 1 .
is m €Efect, a ns, control," he said

Effective nsk management 36 760- R.
es:ary te preserve hver, but d. is also s

esTway to reduce costs, Mr Cm:er ra,d

For example, Syncrud€'s current
workers compelisation assessment is 11 . 5 6

40 cenfs for every hundred dollars of
payroE, .f was twice that 10 years
ago, he said

And lyla tight labor martel a low
Injury rECOrd ma)€25 H COmpany a d.5
sirable place to work, Mr Carter
said

"I don'f. iny* I can overrate the

competibve edge this gives to us," he
said

Taking e trzoader v)ew of nsk man-
agement can also lead To reduced In- -it,

J

surance costs while improviigg an or-
gartization'S COVerBge, said Peter
G M Cox, chief fmancial officer of



Chief risk officer should be temporary role: Panel
By GAVIN SOUTER

EDMONTON, Alberta-The posi-
tion of chief risk officer in a corpora-
tion should be a temporary assign-
ment if it is handled successfully, a
panel of risk managers says.

If the role of a CRO is to inculcate

risk management throughout an or-
ganization, then an executive who
does that effectively should resume
other duties once that task is com-

pleted, they say.
That was one of several topics dis-

cussed in a wide-ranging panel dis-
cussion at the Canadian Risk & In-

surance Management Society's an-
nual conference. held in Edmonton,

Alberta: earlier this month.

"Any CRO's major objective
should be to put him- or herself out
of business," said Craig Lowery, vp-

L*

finance at TD Canada Trust in

Toronto.

If a CRO successfully creates a cul-
ture of risk management within an

organiza-
ton, then

 has task
once that

been

achieved,
there

should be

no need

to have a

CRO con-

tinually
challenging the processes of an orga-
nization, Mr. Lowery said.

"It's a short-term job," agreed Peg-
gy Stirrett, the former senior director
for risk management at Petro-Cana-
da in Calgary, Alberta.
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The concept of a CRO developed
first in financial institutions that

faced large exposures with the po-
tential for systemic failure, Ms. Stir-
rett noted. The executive assigned
the position had the role of "cherry
picking" the best practices of various
parts of an organization and apply-
ing them in other areas, she said. But
once that exercise has been success-

fully implemented, Ms. Stirrett said,
the CRO's role is finished.

And the creation of a position in
which a CRO looks at all the risks af-

fecting an organization would be too
demanding in many companies, Air.
Lowery said.

"The CRO job is a heroic figure
that looks across all the risks, and

that is a bit of a fallacy in the com-
plex business that we are involved
in," he said

Regardless of who determines the
risks companies will likely become
more strategic in their insurance
buying in the future, Ms. Stirrett
said.

"Organizations will move more
and more toward a recognition that,
under certain sets of variables, a cor-
poration can assume more risk and

have a higher risk tolerance," she
said.

In other cases, they will determine
that they are paying small premiums
for significant risks and it makes
economic sense to buy the coverage,
Ms. Stirrett said.

"Rather than ride cycles, compa-
nies will see that they need a strategy
that is aligned with how they man-
age their business and enables them
to understand that they don't need
insurance," she said.

_71
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In certain cases, corporations may
choose not to insure, agreed Mr.
Lowery. For example, prior to its
purchase by TD Bank Financial
Group earlier this year, Canada
Trust elected not to buy directors and
officers liability insurance, he said.
"We were carrying capital well in ex-
cess of what we needed," he said.

Under Canadian law, a company
can indemnify its directors, Mr.
Lowery noted. And Canada Trust
did not want its directors to feel that

any errors they made could be re-
couped through an insurance claim,
he said.

In addition to considering whether
to buy coverage or not, risk managers
should take a diversified approach
when deciding whether risk manage-
ment decisions and actions can be

centralized, Mr. Lowery said.
For example, in financial institu-

tions, interest rate risks can be iden-

tified and hedged effectively in a
centralized manner, he said. But oth-
er risks are more closely associated
with individual areas of an organiza-
tion and must be managed in a de-
centralized way, Mr. Lowery said.

Westcoast Energy Inc. in Vancou-

ver also picks and chooses which
risks it manages centrally and which
it leaves to its individual units, said

Richard J. Cutfield, manager, busi-
ness I·isk.

Credit risks, for example, are man-
aged centrally, but other risks of the
individual units are managed locally,
Mr. Cutfield said. And some risks

that have been managed locally are
now being looked at from a central-
ized point of view, he said.

"We had bad results on our weath-

er derivatives, and that was because

we did not have a portfolio approach,
so we need to look at that," Mr. Cut-
field said.

The session was moderated by
William MeGannon, an independent
risk management consultant in Cal-
gary.

CRIMS

attendance

tops 500
EDMONTON, Alberta-The

Canadian Risk & Insurance Man-

agement Sociely's 25th conference
drew 535 delegates to Edmonton,
Alberta.

The conference, held Oct 15-18,
featured four

plenary ses-
sions that cen-

tered on the

widening role
of risk man-

agement with-
in organiza-
tions, as well

as a number of breakout sessions.

At the conference, Robert
Wheeler, the retired risk manager
for BC Rail Ltd. in Vancouver, was

given the Donald M Stuart
Award, which recognizes out-
standing contributions to risk
management m Canada.

Richard W. Whitehouse, direc-

tor, risk management and insur-
ance division at the Alberta Trea-

sury in Edmonton, chaired the
conference.

Next year's CRIMS conference
will be held in Ottawa, Sept. 9-12.

For more information on the

meeting contact: Paul Gray at
MDS Nordion, 613-592-3400, ex-

tension 2483, pgray@mds.nordion.
com; or Karin Zabel at Defense
Construction Canada, 613-998-
1001, zabelka@dcc-cdc.gc ca
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Employers urged to guard against abuse liability
By GAVIN SOUTER

EDMONTON, Alberta-Employ-
ers in Canada are facing an increased
risk of being held liable for employ-
ees' abusive behavior, according to a
panel of legal experts.

Recent cases decided

by Canada's highest 2
court have outlined the

issues that courts must

consider in determining
liability. And to respond
to those issues, employ-
ers must implement ef-
fective sexual abuse and

harassment policies to
protect their employees
and the people in their care, and to
shield themselves from lawsuits, pan-
elists said.

The panelists were participating in

a discussion at the 25th conference of

the Canadian Risk & Insurance Man-

agement Sodety, held earlier this
month in Edmonton, Alberta.

Recent court rulings in Canada, in-
creased media attention, society's

growing intolerance for
abuse and discrimina-

tion, and a more liti-

gious climate all have
contributed to an in-

cease _n claims, said
Ronald R. Nelson, a

partner at the Edmon-
ton, Alberta-based law

firm Brownlee Fryett.
"And there is less stigma
associated with claims,

so people are coming forward, and
there is a backlog of old abuse cases
coming to the forefront now," Mr.
Nelson said.

Recent cases decided by the
Supreme Court of Canada have
helped establish the conditons under
which an organization may be held
liable for the actions of its employees,
he said. Under the legal doctrine of
vicarious liability, "organizations
can be held liable but not necessari-

ly," Mr. Nelson sad.
In July 1999, Canada s highest

court ruled in twc abuse cases to de-

termine whether the organizations
involved could be held vicariously li-
able, he said.

The first case jr_volved a nonprofit
organization that operated two resi-
dential care facilities for emotionally
troubled children. The wcrkers had

to carry out intimate duties, includ-
ing helping to bathe the children and
tucking them in at bedtim2, and one
of the organization's employees sent-

Client: KNOUSE FOODS COOPERATIVE, INC.

Makers of lucky leaf, Musselman's, Apole Time, e- al
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to prmice insurance and related ser'vic,s

ally abused some of the children.
In the secor.d case, a boys' and

girls' club employed a program direc-
tor to supervise volunteer staff and
organize recreational activities. The
program director sexually abused
some of the children outside of work

hours.

Ruling in the two cases, the court
said that courts hearing abuse cases
should consider whether an employ-
er's empowerment of an employee
materially increases the risk of a sex-
ual assault, Mr. Nelson said. It set
forth certain factors that should be

considered in making that determi-
nation, which were: opportunity; fur-
therance of an employer's aims;
whether the act related to friction,

confrontation or intimacy inherent in
the enterprise; the extent of power in
relation to the victim; and the vulner-

PMA Senior Risk Control Consultan.

JOE ARMSTRONG

ability of the victim.
Weighing those factors, the court

determined that, in the first case, the

organization that ran the care facili-
ties was vicariously liable, and, in the
second case, that the boys and girls
club was not, Mr, Nelson said.

Following the Supreme Court's de-
cisions, several other organizations
have been held vicariously liable in
lower courts across Canada, particu-
larly in British Columbia, he said.

In some cases, courts have awarded

punitive damages of more than
$100,000 Canadian ($66,070), Mr.
Nelson said. And in another case in

which he is involved, which is being
settled, Mr. Nelson estimated that if
the case had gone to trial, total dam-
ages might have reached $1 million
Canadian ($660,700).

In managing the risk of sexual
abuse, organizations should focus on
two goals, said Colin R. Fetter, a se-
nior associate at Brownlee Fryett.

"The first goal, obviously, is pre-
vention. The second goal is to protect
your organization from being held li-
able," he said. To do that, organiza-
tions should have steps in place to
prevent abuse or harassment, so that
if an incident does occur, the organi-
zation can show that it did allit could

to prevent the abuse, Mr. Fetter said.
The first risk management tool that

should be used is a sexual harass-

ment and abuse policy, he said. "The
fact that you have one is one of your
first and one of your best defenses,"
he said. The policy should stress that
harassment can be any form of sexu-
al contact or action that is not con-

sensual, Mr. Fetter said.

And each policy should give exam-
ples relevant to that organization's
workplace, he said.

"It should be in writmg, and it
should be given to every employee,
and it should be documented that

you gave it to them," Mr. Fetter said.
Organizations should also have

procedures in place to immediately
respond to any complaints, he said.
The accuser and accused should be

separated, but employers should be
careful to respect the rights of the ac-
cused. Otherwise, if the accusation is
deemed unfounded, the accused may
sue the employer, Mr. Fetter said.

"Conduct a balanced and confi-

dential investigation, and then take
action," he said.

Employers should also review their
hiring and screening practices, Mr.
Fetter said.

Before filling a position, an em-
ployer should check all references
and conduct interviews with all ap-
plicants. And in cases in which an
employee will be in a high-risk situa-
tion, such as working with children,
an employer should check for a crim-
inal record and consider conducting
a personality check, he said.

Sexual abuse is a particularly diffi-
cult issue for nonprofit organizations
to address, because they often rely on
volunteer workers, said Michael J.
Bruni, a lawyer based in Calgary and
a board member of youth hockey as-
sociation Hockey Alberta, which is
part of the Canadian Hockey Assn.

Children's hockey organizations in
Canada were subject to several sexu-
al abuse claims in the 1990s and have

had to respond to the issue, he said.
The Canadian Hockey Assn. is still

trying to raise its level of risk man-
agement, Mr. Bruni said. So far, the
association has expanded the scope
of its risk management program to
include game and conduct manage-
ment principles and programs in ad-
dition to safety issues, he said.

"But you are only as good as the
present volunteer that is there," he
said.

Ian White, supervisor, risk man-

agement for the city of Edmonton,
moderated the session. i2'
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HSE higher than 1998/1999 Mr Walker said that the HSE The HSC is an afflliated body that major industry accidents by 10%
Mr Walker pointed out that the welcomes a proposal to create a proposes safety laws and regila- by 2010, reduce the rate of cases of

prevention of workplace accidents new criminal offense of corporate tions to the government work-related 111 health by 20% by
Continued from previous page is an important role for the HSE killing, which would make it easier The HSC report predicted that 2010, and achieve half the im-
want to be named m this way," he Durmg 1999/2000, the HSE issued to win manslaughter convictions the number of fatal injuries to provement under each target by
said "Of course, I would much 6,954 improvement notices to com- against companies where workers workers was expected to fall in fis- 2004 Mr Callaghan said that, in
prefer health and safety failures panies-up 9% from the previous are killed due to safety problems cal 2000/2001 -to 218 from 253 the coming year, he would be ask-
not to occur in the first place--and year, which in turn, had been 44% "In addition to the courts exact- the previous year ing stakeholders what they could

much of what the HSE does lS higher than the year before that But the picture across Industry do to help meet these targets In
aimed at prevention But when These notices are warnings to com- sectors was varied, said Bill January 2001, the HSC will hold
breaches do occur, I make no panies failing to meet HSE safety '1 am...disappointed that Callaghan, chairman of the HSC its first-ever open meeting to invite
apologies for nammg those respon- standards "We must not tolerate "In construction, the fatal injury comment from stakeholders, he an-
sible," he added an attitude that assumes accidents the improvements seen rate for workers has increased by nounced

The publication of the report and are inevitable," he added in the previous year have 18% from 3 8 to 4 5 per 100,000 lMr Callaghan said that he want-
the launch of the database marked Mr Walker criticized the size of workers I am, of course, disap- ed to "make sure that health and
a move toward greater openness, fines being handed down by the not been maintained,' pointed that the improvements safety was not seen as a drain on
he said U K courts for health and safety says Bill Callaghan. seen in the previous year have not industry "

The report and database list the offenses, Including the ones been maintained," he said "But in He said the government would
names of companies prosecuted, brought by the agency agriculture and manufacturing, the be working closely with Industry,
the laws or regulations breached, "Health and safet> crimes cause fatal iniury rates have fallen by trade unions and other bodies to
the outcome of hearings they faced, pain and distress to the victims and ing stiffer penalties under existing 19% and 38%, respectively I hope raise the profile of the importance
and fines or other penalty imposed their famihes In 1998, the Court of law, we need tougher new penal- this signals the beginning of a of health and safety "Events like

The HSE said it also hopes to be- Appeal stated that fines for health ties and more widely available downwards trend m these indus- railway accidents bring health and
gin publishing a list of local au- and safety offenses were too low I prison sentences," he said "I am tries " safety into focus," he said, alluding

thorities found guilty of health and agree, yet since then there has been also hopeful that the government Mr Callaghan said that the HSC to the fatal Hatfield rail accident
safety breaches next year only limited progress-with the will proceed quickly to introduce continues to work toward the tar- of Oct 17 "But there are many

The HSE said it prosecuted 1,133 average fine under £7,000 the proposed manslaughter legisla- gets set out in the government's other things that do not make the
cases of safety violations against ($10,150)," he said "Society has a tion, which will create a new of- 'Revitalising Health and Safety front pages," he said
private companies in the 12 right to expect that, when a busi- fense of corporate killing" Strategy Statement," published -n Mr Callaghan said he felt it
months ending March 31, 2000 ness or individual is found guilty, The launch of the HSE database June These goals are to reduce the would be inappropriate to make
This figure was up 9% from the the penalty handed down by the and report comcided with the pub- number of working days lost per any comment on the Hatfield dis-
previous fiscal year The 1,133 cas- courts reflects the seriousness of lication of the Health and Safety 100,000 workers from work-relat- aster until a thorough investigation
es involved a total of 2,253 mdivid- the offense This is simply not hap- Commission's annual report and ed inlury and 111 health by 30% bp into the causes of the crash was
ual violations-a figure that is 28% pening enough," he said the HSE's accounts for 1999/2000 2010, reduce the rate of fatal and complete

Rail work at the Leeds, England, station crews tion regulator, of the allegations
as "shoddy" and said the company Privacy The allegations were made by and the actions we are taking,"
should be "read the riot act" the makers of a television docu- David Hyde, director of safety at

Continued from previous page On Oct 25, a train deralled at V.r- Continued »om previoits page mentary, Dispatches, who claimed British Airways, said in a state-
sponsible for inspecting the track ginia Water m Surrey, England executive officers, said she broad- to have footage of a British Air- ment
where the accident occurred A memo Three people were treated for minor ly agreed with the proposed draft ways pilot consuming alcohol be- British Airways also said it
from Ralltrack to London-based Bal- Injunes On Oct 17-the same day as code fore a flight would talk to the main trade

four Beatty leaked to the press last the Hatfield crash-a train on the The draft code was made public The television program, which unions involved-the British Air-
week revealed that, just weeks before Vrginla Water stretch of track colhd- in the same week that :he shadow aired on Oct 12, showed a pilo: line Pilots' Assn and the Trans-
the accident, Railtrack's northeast ch- ed with a bus No injuries were re- home secretary, Ann Widdecome, reporting for duty on a flight from port & General Workers' Union-
rector had descnbed Balfour Beatty's ported Ell demanded "zero tolerance" of the Barcelona to London's Gatwick about how the airline's plans for

use of "soft drugs " Airport after he had allegedly drug testing might be implement-
Ms Widdecome, a Member of consumed 10 pints of beer and ed and what appeals process

Parliament from the opposition slept for only three hours would be put in place

Products & Services Guide Conservative Party, proposed au- Eleven pilots and three cabin Under the Human Rights Act,
tomatic fines of £100 ($145) for crewmembers have been suspend- an employer cannot force an em-
anyone found to be using such ed by the Hounslow, England- ployee to take a drug test unless
substances based airline pending an internal the terms of the employment con-To place your ad, contact Irais Amleshi

In addition, the announcement investigation tract contain a drugs or alcohol

Phone: (312) 649-5340 . Fax: (312) 649-7937 of the draft code came the week "British Airways takes any po- clause that makes lt clear that
after British Airways PLC an- tential breach of security very se- staff will be expected to comply

E-Mail: iamleshi@crain.com nounced it would Introduce com- riously We have launched a for- with such tests where there is rea-
pulsory alcohol and drug testing mal investigation and have noti- sonable belief that health and
of its staff, following allegations fied the Civil Aviation Authority, safety regulations aie being bro-
of alcohol abuse among flight the United Kingdom's civil avia- ken El
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Congress
Continued frompage l
that the congressional races are going
to be tight, and no matter which par-
ty comes out ahead in both houses,
the majority will be slim. That sug-
gests that anything to be accom-
plished in the next Congress would
have to be the result of bipartisan-
ship. Conversely, the lack of biparti-
sanship will lead to gridlock," said
Daniel Barry, director-government
affairs for the Risk & Insurance

Management Society Inc. in New
York.

On issues the Alliance tracks, a
possible return to partisan battles in
the House "means a continuation of a
lack of consensus on issues such as

tort reform, and...the component of
the patients' bill of rights that in-
cludes the ability to bring a private
course of action" against a health
maintenance organization, Mr.
Farmer said.

Regarding proposals for the feder-
al regulation of insurance, "I don't
think it's an issue that's apt to garner
much interest in at least the first ses-

sion of the 107th Congress, although
clearly there will be hearings on the
topic," said Mr. Farmer.

If the Democrats regain a majority
in the House, Rep. John D. Dingell,
D-Mich., would likely reassume the
chairmanship of the Commerce
Committee, which he held for years
before the Republicans won the
House majority in the 1994 elections.
As committee chairman, Rep. Dingell
advocated some federal oversight of
insurers, a position that earned him
mixed reviews from the industry.

Rep. Dingell would be more likely
to promote federal charters for insur-
ers than was his GOP predecessor,
and Republicans are "more likely to
come around" to this issue because of

the diversified financial companies
that have become more common af-

ter the passage of financial services
modernization legislation last year,
predicted Joel Wood, senior vp-gov-
emment affairs for the Council of In-

surance Agents & Brokers in Wash-
ington. The CIAB favors a dual char-
tering option.

"It's not so sure that those forces

that worship at the holy altar of state
insurance regulation maintain the
kind of grassroots strength they had
10 years ago," Mr. Wood said. He
predicted that federal chartering
proposals will appear in the next
Congress.

The future of federal insurance

oversight could also be affected by
the outcome of a Senate race, he said.
Possibly the most endangered GOP
incumbent is Sen. Rod Grams, R-
Minn. Mr. Wood pointed out that
Sen. Grams was the author of the

Senate legislation that "has been lay-
ing groundwork for a broader in-
quiry into the quality of state insur-
ance regulation" he said. Sen. Grams
was also author of the Gramm-

Leach-Bliley Act's National Assn. of
Registered Agents and Brokens pro-
vision, which would create a central
clearinghouse for multistate produc-
er licensing.

"It appears that, no matter who's
in control of the House, several pro-
posals will be introduced that move
this idea of federal regulation of in-
surance down the road. That does

concern us because, again, we
haven't even celebrated the first an-

niversary of Gramm-Leach-Bliley
going into law and already some peo-
ple want to tear down the concept of
functional regulation, which was
critical to that bill. It concerns us

that we're moving too quickly," said
Robert Dibblee, senior vp-govern-
ment relations for the National Assn.

of Independent Insurers in Washing-
ton.

"There are a lot of races we're

watching; we obviously feel that
maintaining a pro-business majority

in Congress is critical," said Leigh
Ann Pusey, senior vp4ederal affairs
for the American Insurance Assn. in

Washington.
"We anticipate our priority issues

next year, regardless of who wins,
willinclude the privacy issue, at both
the state and federal level; regulatory
reform-that could include a federal

optional charter, although we still
have expectations that we can
achieve meaningful reform at the
state level; legal reform, looking pri-
marily for a class-action reform bill,
which also could include comprehen-
sive asbestos reform," Ms. Pusey
said. She said that the AIA is also

concerned about any managed care
regulation that would affect workers
compensation.

And managed care regulation,
probably in the form of a so-called
patients' bill of rights, appears likely
to return as an issue, given the failure
of House and Senate conferees to

craft a compromise managed care

regulation bill this year. Employers
and insurers had grave reservations
about the House bill-drafted by
Reps. Dir*11 and Charles Norwood,
R-Ga.-which would allow partici-
pants in managed care plans to sue
the plans over coverage disputes in
certain circumstances. Employers
fear that they, too, would be subject
to legal action in coverage disputes
involving the plans they sponsor.

"The patients' bill of rights is still
one of these issues-even though it
hasn't scored as high as prescription
drugs-that could make a difference
in a couple of close races," said
James Klein, president of the Ameri-
can Benefits Council, formerly
known as the Assn. of Private Pen-
sion & Welfare Plans.

"There are a couple of races in par-
ticular, like (Republican) Reps. Ernie
Fletcher and Anne Northrup in Ken-
tucky-two members in very tight
races-where health care has come

up as an issue. You have to look at

the House in general, but you don't
have a iot of health care experts in
Congress," said Brenda Becker, vp-
congressional communications for
the Blue Cross & Blue Shield Assn. in

Washington. Ms. Becker said that
both Kentucky representatives have
that sort of expertise and that both
support limiting the liability of
health care plans in coverage dis-
putes.

There will be "fierce momentum"

toward creating some sort of pa-
tients' bill of rights regardless of who
wins, said the CIAB's Mr. Wood.

A related issue--safeguarding the
privacy of sensitive information-is
also likely to confront the next
Congress. "Privacy is one of those is-
sues that, our fondest hopes not
withstanding, will be there," primar-
ily regarding medical records, said
Mr. Wood.

"To the extent that the states adopt
varying requirements for both medi-
cal and financial privacy, there will

be a greater demand for some unifor-
mity, which over time may create an
impetus for a federal solution," said
Mr. Farmer of the Alliance.

Tort reform is one issue where the

outcome of the presidential race
could have a significant impact on
congressional action, said Mr. Wood
"That is clearly an area where Gov.
Bush has a deep, personal interest."
With both houses in GOP hands and

Gov. Bush in the White House, tart
reform efforts could gain consider-
able momentum, he said. "Signiti-
cant incremental reform" would

probably be the result, he added.
Tort reform is a major issue for

RIMS, Mr. Barry said.
Once again, a shift in control of the

House could stymie such reform even
if Gov. Bush wins. Rep. John Cony-
ers, D-Mich., would probably move
into the chairmanship of the Judicia-
ry Committee, and Rep. Conyers has
been no friend of tort reform during
his long congressional career. m

1 .t

Now there's a way to squeeze more out of each day.

Introducing Matrix Absence Solutions, a better way to manage employee absence. Just one call can
help lower dired benefits costs and help your company reduce the huge cost of lost productivity due to
employee absence and injury.

Matrix provides comprehensive solutions to your disability and workers' compensation problems by
integrating consistent, impartial clinical case management of alllost-time claims with industry-leading
insurance coverages.

For more than twenty years, Matrix has helped manage costs and time for companies you know, and
companies like yours. So you save more than iust money. You gain valuable time.

So call 1-800-980-1006 ext 264 today for more information about Matrix Absence Solutions.
Time is short. Make it last. MATRIX

Absence Solutions-www.matrixcos.com

An integrated benefits produd from the Deum family of companies
Time for a change.

Reliance Standard Life Insurance Company i Safety National Casualty Corporation I Matrix Absence Management, Inc.
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Court races, ballots watched by business
Voters in several states on Nov 7 Country municipal court Judge whose In Mississippi, the business commu- ance fund-m pnvate corporate capi- between Insurers and providers that

wlll cast their ballots for elected offl- supporters Include Democrats, tnal mty is closely following four races for tal stock create financial Incentives to delay or
cials and a range of issues of Unpor- attorneys and labor unions seats on the state Supreme Court and Voters rejected the Legislature's limit care
tance to employers and Insurers The Risk & Insurance Management one state appeals court race first attempt to glve the board this in-

Citizens in several states wlll deter- Society Inc is keeping an eye on the Business groups, who say that Mls- vestment option in 1996 Unlike that
Miscellaneous ballots

mme the political makeup of their Ohio Supreme Court race, because sissippi is starting to get a reputation earlier effort, the current measure Allocatton of one of the biggest legal
highest courts, which wlll directly in- "the court is closely divided, and two as a plaintrff-oriented state, maintain S B No 23, would hmit stock Invest- settlements ever-the $206 bilhon set-
fluence how those courts rule on a va- recent decisions have caz.sed signifi- that the election of the candidates they ments to 25% of the book value of the tlement between tobacco companies
nety of business Issues cant concern for the bumness commu- support could make the difference m fund's total Invested assets The fund's and 46 state attorneys general-wall

In some states, voters are being nity," said Daniel Bany, director-gov- having a balanced judiciary Invested assets currently total about be decided in voting booths this year,
asked to decide workers compensation emment affairs m New York One These are very important races," $558 milhon, according to a func as states consider how to distribute
and health care-related measures And Ohio decision overturned an ectensive said Ron Aldridge, state director of the spokesman If approved, the measure their wmdfall
m a handful of states, voters also wlll tort reform law, and the other held National Federation of Independent wouldbecomeeffective Jan 1,2001 Voters in six states-Arizona,
cecide how their states' share of the that an employee was co„ered under Business m Jackson The Montana fund provides worK- Arkansas, Montana, Oklahoma, Ore-
landmark tobacco hability settlement an employer's insurance policy even Pro-busmess candidates for the four ers comp coverage to about 23,000, or gon and Utah-wtll deade howto use
is to be spent though the employee was involved in 76 7%, of the state's 30,000 businesses their share of the tobacco money
Judicial races an auto accident outside of the scope  In North Carollna, an issue that will Most states would use part of the

of employment, Mr Bany sud have a direct impact on workets com- proceeds to finance health care pro-
The outcome of judiciary elections In Michigan, voters Mll decide 2-(-PLS>*[15 1 pensation-whether to institt.te a grams and a variety of wellness initia-

m Alabama, Michigan, Mississippi whetheto maintain the 5-2 conserva- 4) I'l statewide ergonomics standard-di- tlves These states differ, though, in the
and Ohio wlll shape the ideology of fu- live majority on its hign ccurt 1 vides candidates for the position of degree to which their funds are ear-
ture court decisions m those states Three Repubhcan inel_mbent lus- M- i , I F 'Pl state commissioner of labor marked exclusively for these purposes

Employer and msurance mdustry tices up for re-election-Stephen J Democrat Doug Berger, deputy or are available to meet other state
groups in Ohio are work]ng to defeat Markman, Chfford W Taylor and commissioner of the state's Industnal spending needs
mcumbent Supreme Court Justice Al- Robert Young-have the support of Mississippi Supreme Court seats that Commission, favors establ,shing a hm- In West Virginia, a ballot mittatlve is
ice Robie Resnick, D-Toledo, whom the Nabonal Assn of Independent In- are being contested Include Lenore ited ergonomics standard But his being considered that could have
they say is part of the court's anti- surers The NAII is concerned that tort Prather, the current chlef justice and GOP opponent, state Rep Cherie repercussions that are felt by Insur-
business majority reforms enacted m Mickgan m past the state's first woman Supreme Court Berry, argues that imposing even a ance executives worldwide

Instead, those groups back Judge years could be m leopardb if the court justice, Kay Cobb, an meumbent hmited standard would discourage Voters m Greenbner County, W Va,
Terrence OT)onnell from Rocky River, loses its Repubhcan majortty Supreme Court justice and a former economic growth m the state w11 decide whether to allow gamblmg
a Repubhcan and a member of the 8th According to a spokeswoman for state senator, Jim Smith, an mcum- Health care ballot in a giant bunker under The Greenbn-
District Court of Appeals who is de- the Amencan Insurance Assn m bent Supreme Court justice, and Cir- er Resort of White Sulphur Springs
scnbed by the Ohio Chamber of Com- Skolae, Ill, the current court promotes emt Judge Keith Starrett, who is op- Health care reform is on the ballot The resort is the site of the annual In-
merce as "an ardent advocate of luch- a healthy bumness env]romnent posing Ollver Diaz, an incumbent m Massachusetts, where voters wlll be surance Leadership Forum, jointly
cial restramt " Several other busmess "Rullngs tend to support their abih- Supreme Court lustlce and former asked to decide whether to establlsh a sponsored by the Council of Insurance
and insurance Industry groups en- ty to conduct business with hmited state representatwe statewide umversal health plan If bal- Agents & Brokers and the Council of
dorse Judge ODonnell government inteventlon All three m- Mlssissippi's appellate court race lot initiative No 5 is passed, it also Insurance Company Executives

But Justice Resmck insisted m an cumbents are endorsed by the Mlchi- pits the mcumbent, D Rock Moore m, would prohibit non-profit health c,r- The bunker, whose construction

interview that "the characterization gan busmess community," the agamst David (Tony) Chandler, a ganizattons from converting to for- was authonzed by President Dwight
that I am anti-business is untrue, un- spokeswoman said plaintiffs' attorney and former pubhe profit plans Eisenhower in the 1950s, was intended
founded and not supported by my A Repubhcan majority on the high school teacher and counselor The initiative also proposes that, be- to shelter members of the legislative
record" during her two previous six- court also is being challenged in Al- Workers comp ballotsyear terms Her supporters melude tn- abama, where five of nme Supreme

gmning Jan 1,2001, health Insurers branch of the federal government m
guarantee certain nghts to pa.ients the event of a nuclear attack Its loca-

al lawyers, labor unions, educators Court justices are up for re-election A workers compensation-related is- and providers Among those nghts tion was a secret untll 1992
and law enforcement personnel That court's recent decisicns to reduce sue is on the ballot m Montana The would be allowing health care profes-

Employer and insurance Industry several large jury awards have helped Legislature is aslang voters for the sec- monals to make medical decisions in Lee Pletcher, Meg Fletcher, Jeny
groups also support re-electang meum- to change the state's previous reputa- ond time to allow the state's Board of consultation with therr patients, al- Geisel, Judy Greenwald, Mark Hof-
bent Justice Deborah Cook, R-Akron, tion as a venue for large ]ury awards Investments to Invest assets of the lowing patients medically necessary mann, Dave Lenckus, Gavin Souter
to her second slx-year tenrn Her oppo- Currently, the court has five Repubh- Montana State Fund-the state's com- referrals to speciahsts, and hmiting and Joanne Weclk contnbuted to this
nent is Timothy Black, a Hamilton can justices and four Democrats petabve workers compensation msur- and mandatmg disclosure of contracts report
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Brokerage Sales Director / Manager
Director of REINSURANCE DIRECTOR

Risk Management Education Plan, direct, establish & develop
Among the duties of this position are facultative reinsurance services & new AON

Exciting opportunity with a dynamK, newly purchased Phoenix Insurance creation, revision, and maintenance of the markets m Latin America & Caribbean
Brokerage firm being formed as an Iiinployee Owned Company is looking for texts for the Associate in Risk Mgmt, ARM, Direct negotiations with Latin American & Aon / Albert G. Ruben, the largest retail entertainment insurance brokerage is
several new positions including a Sales director/manager The firm. with over $2 the most prestigious and well known risk Caribbean directors of government seeking skilled, eiergetic individuals who are eager to learn our business In
million in revenues ts one of the largest in the area, and is preparing to double its mgmt designation agencies, institutions & companies, a challenging and rewarding environment We currently have entry level and
revenue m the next 3 years that will require a strong sales team A successful candidate for this position involving large, special risk exposures In mid-career opportunities m the following departments

Candidate will have at least 5 years of property and casualty sales brokerage/agency must have expertise in risk mgmt, areas of accident, health, occupational-
• Business Management

experience as a producer of commercial and personal lines, proven track record of demonstrated strong writing and ed,ting related Industries, workers compensation,
• Production Entertainment

building a book of new sales production, account management experience and some skills, and interest in professional unemployment & pension funds Select,
• Studio/Motion Picture

education APhD,JD or other graduate direct & supervise reinsurance brokers,
company marketing expenence evalua-ors & affiliated companies in Latin • Accounting/Financedegree is preferred

America & Caribbean 5 years experience • Sports & RecreationThis position will report directly to the CEO and will be responsible for all new and
This position is located In VIalvern, PA Competitive salary Work hours 900a mrenewal sales production, net growth of book of agency, supporting and guiding the Salary will be commensurate with to 50Op m Send resumes to ESLA, Aon offers a competitive salary and full and comprehensive benefits package

current production team, hinng, developing and coaching new producers, creation ot qualifications Interested candidates Human Resources, 1320 So Dixie All applicants MUST posseqs excellent computer skills (MS Word & Excel) and oral
new program sales opportunities, relationship development with Insurance camers, should send a resume with salary rqmts Highway Suite 375, Miami, FL 33145 and written communicat on <kills Insurance license and previous expenence a plus
and monitoring all sales activities of entire company or history to AICPCU, PO Box 3016,

Malvern, PA 19355 0716, Please fax your resume to Human Resources Department (310) 446-3368.
As an employee owned company this executive would be given opportunity for

e-mall personnal@cpoulla org,
equity ownership m the company, 401 K plan, participation in profits based on fax 610-651-7645
total company profits, bonus based on meeting production goals and overrides on
renewal book of house business and a conplete benefit package armjP\Mim i- /a,/

Please far cover letter and resume to (602)569-3699
or e-mail to mike_sheire@ajg.com

DIRECTOR OF UNDERWRITING Charters for Sale Life Company For Sale Property and Casualty Company
1

Fast growing MGA/MGU seeks Clean Life and Clean P&C shells for Small to medium Life Insurance Company For Sale

experienced workers' compensation immediate sale 10 to 50 state licenses for sale Qualified Principals only Profitable small to medium P&C

. underwriter Excellent opportunity for Qualified Principals only Respond to Please respond to Busine,s Insurance, Company for sale Qualified Principals

nusiness Call now! (312)649-5340 hands on professional to develop Business Insurance, Box 3137,740 N Rush Box 3138, 740 N Rush Street, Chicago, IL only Respond to Business Insurance, Box
Fax your ad! (312)649-7937 department and staff Seven years Street, Chicago, IL 60611-2590 60611 2590 3139, 740 N Rush Street, Chicago, IL

Insurance E-mail! iamleshi@crain.com experience with three or more years in 60611-2590

www.businessinsurance.com management preferred Position available
immediately Salary commensurate with
experience Excellent benefit package
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Six races for state insurance commissioners
the International Assn of Insurance MONTANA mdividuals who purchase long-term
Receivers care insurance, a measure Mr Pool-

If elected, Ms Stewart said her top The three candidates for Montana man has voted against as a legisla-

pnonty would be to reduce auto m- insurance commissioner are skir- + ifil@I tor

surance rates, ensure better enforce- mishing over how fervently the reg- Mr King is publisher of the Hdls-
ment of laws that protect consumers ulator should represent consumers boro Banner, North Dakota's oldest
and provide payment to health care Republican Joyce Schmidt, a -,t' a weekly newspaper, and president of
providers Ms Stewart said that Bozeman resident, and Natural Law AAI. ProviDent, a prepaid dental benefit
health care providers, such as hospi- candidate Rebecca Scott of Great 1  plan46«,t
tals and physicians, have cash-flow Falls contend they would balance
problems because health insurers do Mr. Long Mr. Causey WASHINGTON

Achievmg the appropnate regula- not pay claims on time, a mtuation
--..:

Candidates seeking to become
tory balance between protecting she says the msurance commissioner Commercial msurance issues have Washington sthte Insurance Com-
consumers and regulating Insurer can correct not been prominent m a campaign missioner call themselves consumer
practices ls a mgorcampaign theme FLORIDA

m ... .... that has been, m general, low key advocates, but their supporters say
among the candidates in six states Mr Causey supports rate regulation they wlll move away from the stan-
who are seeking the post of top in- In what must seem like a case of -- reform and has enticized Mr Long dard set by their predecessor
surance regulator d* vu, Tom Gallagher is hoping to for the way claims from 1999's Hur- Insurance Comrmssioner Deborah

On Nov 7, voters wlll elect top in- fill an unexpired term as Florida's ncane Floyd were handled Senn is not seeking re-election She
surance regulators to four-year treasurer and insurance commis- In a statement sent to Business In- pursued aUS Senate seat but lost
terms in Delaware, Montana, North sioner surance, Mr Long said that he wlll in a primary attempt
Carolina, North Dakota and Wash- Mr Gallagher, a Repubhcan, held MS. Scott Mr. Morrison contmue to work with the NAIC "to As commissioner, Ms Senn is

ington Meanwhile, Florida voters the post from 1989 until 1995, after reach a global solution" to regulato- widely regarded as having pushed
wlll elect a commissioner to flll the winning the election to finish Bill their insurance regulation and con- ry reform "As commissioner, I am consumer rights to the pomt of
two years remaining m Bill Nelson's Gunter's term and winning re-elee- sumer protection duties aware of the needs of the market- allenating insurers
unexpired term before the state re- tion to a subsequent four-year term Both camps charge that consumer place to have uniform products cov- Bill Daley, campaign manager for
structures its commissioner post, Mr Gunter left the position to run advocate John Mornson, the Demo- ering multistate exposures," Mr Democratic contender Mike Krei-
which is then expected to become an for aUS Senate seat cratic candidate from Helena, would Long said m the statement
appointed position In the current race, Mr Gallagher focus too heavlly on consumer pro- Mr Long, who first won election

This year's field of candidates in- tection as Insurance Commissioner m 1984,

cludes more new faces than usual, Mr Momson said he is comtted is a former president of the NAIC
incumbent msurance commissioners to making the office "work for the Before his first election as North
are running only in Delaware and mdustry" while still protecting con- Carolma commissioner, he served as
North Carohna Incumbents in sumers its first deputy commissioner and
Flonda, Montana and North Dakota 1 The candidates are running for represented Alamance County m the
are seeking other state or congres- state auditor, Montana's top insur- General Assembly
sional posts, while the Washington ance and secunties regulatory post Mr Causey is an independent
commissioner lost a primary bid to
run for the U S Senate

7-1* Democratic incumbent Mark 0'- business consultant from Greens-
Mr. DavidsonKeefe, barred by state term limits boro He is a former Insurance agent Mr. Kre,[Her

Busmess Insurance has highhght- from seeking a third term, is running and schoolteacher
ed the 14 mam candidates seeking Mr. Gallagher Mr. Cosgrove for governor dler, said his candidate is a con-

the post of top insurance regulator Ms Schmidt, an accountant by NORTH DAKOTA sumer advocate but that "his style
in those six states hopes to hll the two-year unexpired training, declined to discuss her will be different (from Senn's) in

term of Bill Nelson, who gave up the platform She currently is m her sec- While Democrat Gorman Kmg Jr that regard "

DELAWARE office to pursue his own bid for a ond term as Gallatin County audi- hopes to assume the commissioner Mike Pickrell, campaign manager
U S Senate seat in this year's elec- tor Gallatin ranks fifth in popula- post left vacant m North Dakota by for Repubhcan Don Davidson, said

Republican incumbent Donna Lee tion Democratic challenger John tion among Montana's 56 counties fellow Democrat Glenn Pomeroy, Mr Davidson plans to address the
Wilhams is seelang her third term as Cosgrove seeks to derail Mr Gal- Ms Scott, who has neither govern- the latest polls show Repubhcan Jim availability cnsis m the state's mdi-
Delaware insurance commissioner lagher's attempt to regain the office ment nor msurance mdustry expert- Poolman to be the more popular vldual health care market by focus-
Running against her is Democrat Both candidates are using their ence, said she entered the race ini- candidate mg on traditional commissioner
Karen Weldin Stewart, who, as a expenences with Humcane Andrew tially only to secure enough votes so Mr Pomeroy, a former chairman practices, such as solvency regula-
certified Insurance receiver, has hq- m 1992 to woo voters that her party can remain active in of the NAIC, is running for state at- tion, and by creating a friendlier en-
uidated bankrupt msurance compa- Mr Cosgrove recounts his expert- Montana Now a committed candi- torney general after two terms as vironment for insurers
mes for the past 12 years ence as a homeowner whose Insurer date, Ms Scott said the state auditor North Dakota's chief insurance reg- Mr Kreidler is an optometnst who

Ms Wilhams has served as msur- withdrew from the Florida market should focus on "enforcing existing ulator But it's questionable whether has served as a state legislator and a
ance commissioner for the past eight after paying claims related to the laws m the Insurance and securities Mr Pomeroy, whose brother Earl U S congressman Lf elected, he pro-

storm His renewal premium with area " Ms Scott, who runs an Intel- preceded him as North Dakota's In- poses creatmg a pharmaceutical
another underwriter cost three times or design firm, also would hke to see surance Commissioner, wlll be able benefit management entity to pro-
the previous amount health Insurers cover more in]ury- to pass on the mantle to yet another vide prescription drugs at reduced

Armed with that experience, Mr and illness-prevention services Democrat Mr Poolman, a two-term rates to the state's uninsured

Cosgrove steered a blll through the Mr Momson, a plamtiffs attor- state representative from Grand Mr Davidson is a dentist, a past

6 F state Legislature in 1993 that tem- ney, has litigated numerous cases president of the Seattle-King Coun-
porarily halted Insurers from leavlng that promoted safer workplaces, fair ty Dental Assn, and a former mayor
the state durmg hurricane season insurance claims handling, quality of the city of Bellevue He pledges to

4 The bill also created a state-run medical care and open government support employer-provided health
catastrophe fund, funded by insur- He also has written articles and coverage through defined contribu-
ers, to help pay for hurricane re- taught law school classes and semi-

Ms. Williams Ms. Stewart
pairs nars on Insurance and secunties is- consumers greater choice in health

Mr Gallagher touts his actions sues, he said coverage, said Mr Pickrell
years Among the accomphshments following the storm, including im- Mr Morrison said his focus on Both candidates want to restore

she points to are increasing options posing a freeze on homeowners cov- protecting consumers would benefit

tion plans Such plans would give

the Department of Insurance's ac-
for Medicare Supplement Insurance, erage rates and on the cancellation insurers that deal honestly with pol- creditationbythe NAIC (BI, Dec 13,
strengthening licensing require- or non-renewal of coverage due to icyholders, because unscrupulous Mr. Poolman Mr. King 1999)
ments for insurance agents, estab- hurricane exposures The commis- Insurers hold an unfair competitive A third candidate, Mike Hihn, is

lishing standards for prompt pay- sioner also estabhshed a mediation advantage over honest Insurers Forks, is at least mx pomts ahead of running as a Libertanan Mr Hihn
ments of insurance claims and re- program to resolve claims and creat- He said he also would work to Mr King in the polls has said that he would eliminate the

duclng insurance fraud ed the Jomt Underwntmg Assn as a eliminate meaningless "bureaucratic And even though Mr Poolman de- provision of employer-sponsored
Ms Wilhams said that, if re-elect- homeowners msurer of last resort obstacles " Specifically, he wants to senbes himself as a consumer advo- health care

ed, she plans to work to protect con- Mr Gallagher lS seeking his old work to revise the state's privacy cate, he has the backing of the Na- Insurer and employer representa-
sumers in light of the 1999 federal job after serving as Flonda's com- law so that insurers would have to tional Assn of Independent Insurers tives say that business Interests have
legislation that permits consohda- missioner of education, a post he keep pohcyholders' medical records "He sees companies wanting to do not weighed in with strong support
tion of the insurance, finance and was elected to in 1998 He took that confidential without a waiver but business in North Dakota as being for any of the candidates They note,
banking fields In particular, Ms lob after a four-year hiatus from would be able to pass along other good for consumers," explamed though, that Gov Gary Locke, a
Wilhams said, she wants to push for polltics, which followed a failed bid pollcyholder information For exam- Laura Kotelman, associate counsel Democrat seeking re-election, is
legislation that would safeguard the for the Flonda governor's office af- ple, under the current law, an msur- for the NAI[ m Chicago popular among busmess interests
privacy of consumer information ter his last term as insurance com- er must obtain a pnvacy waiver be- While both candidates pledge to That could help Mr Kreidler, they
Ms Wilhams emphasizes her exper- mlssioner fore arranging for a glass contractor improve the accessibility of insur- say
ilse m these pursuits, pomting to her Mr Cosgrove was first elected to to replace a pollcyholder's broken ance for small business and workmg Additionally, Mr Kreidler's cam-
expenence as commissioner and the the House in 1980 and served until window, Mr Momson pomts out famihes, Mr King already has put paign may be helped by what Mr
work she has performed for the Na- 1984 He was again elected to the Mr Momson also wants Montana forth a plan on how to do this He Davidson's camp calls Mr Kreidler's
tional Assn of Insurance Commis- House in 1986 and has served since to become a captive domicile wants to extend the state Public considerable political ties, Mr
sioners on the pnvacy issue The current insurance commis- Employee Retirement System's Davidson's campaign noted that

Ms Williams said she also wants sioner election will likely be the NORTH CAROUNA health plan, a group-purchasing co- these ties have enabled Mr Kreidler
to work on the further regulation of state's last operative for government workers, to outspend Mr Davidson 2-1
the managed care industry and the The treasurer's office wlll be re- to small busmesses and farm farm-

provision of prescription drug cover- structured in 2002 and w11 no longer For the third time m as many gen- lies Michael Bradford, Roberto
age to semors mclude the office of insurance com- eral elections, incumbent Democrat- Mr King also wants to mstitute a Cemceros, Meg Ftetcher, Mark Hof-

Ms Stewart is seeking her first missioner The Legislature is expect- le Insurance Commssioner James group-purchasing system to lower mann, Dave Lenckus, Michael
elected office, although she has ed to make the commissioner's Job Long faces a challenge from Repub- prescription drug costs He also fa- Pnnce and Joanne Weak contnbut-
served three terms as president of an appointed post hcan Mike Causey vors the provision of tax credits for ed to thts stoly
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UPDATS
Oregon tIles to buy Insurance Oregon's requirements were chal-

Financial responsibility laws, like lenged in federal court by National
the Oregon statute, typically require Warranty Insurance Co RRG, a Risk New reinsurer in Bermuda

Continued from page 2 companies or professionals to prove Retention Group, which said the Risk
mischaractenze the 9th Cir- they carry a certain amount of msur- Retention Act pre-empts such requile- HAMILTON, Bermuda-A new finite risk reinsurer with initial

cult Court rullng," said Hannah Leav- ance, often from insurers admitted or ments capital of $200 mnlion has been established in Bermuda
itt, a partner with Buchanan & Inger- authorized in the state Such laws are The 9th Clrcult agreed m its rultng Imagine Reinsurance Holdings Ltd , which opened for business
soll PC m Hamsburg, Pa driven by a basle pollcy concern mak- While states may set financial mspon- last week, will provide finite risk coverage for both property and

This is the second tlme the Supreme ing sure that organizations that deal sibillty requirements, those require- casualty insurance and life insurance, a company statement said.
Court is being asked to review the re- with the pubhc have adequate insur- ments cannot automatically exclude The reinsurer is owned by Trilon Financial Corp, a financial
lationship of state financial responsi- ance RRGs as a class, the court said services company based in Toronto, and Imagine's management

bility laws and the pre-emption provi- Risk retention group advocates say Whlle the most "reasonable reading The co-chief executive off-cers of Imagine are Brad S Hunting-
sions of the Risk Retention Act In that Congress did not-to a point- of the Risk Retention Act is that states ton and Thomas Gleeson

1995, the high court was asked by a want to interfere with state financial can exclude a partictlar RRG from The company plans to raise its capital to more than $1 billion
Maryland-domiciled RRG to review responsibihty laws when it passed the domg business if it is financially un- over the next two years, the statement said
an 11th U S Clrcult Court of Appeals Risk Retention Act, the federal law stable, laws such as C*egon's that cat- "Plans and discussions for the secondary Infusion of our equity
decision that upheld a 1992 Florida that allows employers to band togeth- egoncally exclude RRGs from wntlng capital are positively advancing and will allow us to build, within
law requinng tam and other passenger er and form their own insurance com- coverage m certain lines of business a short time frame, a world-class capital platform without historic
transportation firms to buy the fiat pany for pollcyholder-owners and op- are pre-empted," the court said business or organizational constraints," Mr Huntington said m a
$30,000 of hability coverage from m- erate nationwide after meeting the 11- But in its petition to the hlgh court, statement.

surers that belong to the Flonda Insur- censing and capitalization require- the Oregon Department of Justice said Imagine has also opened an office in Barbados and plans to open
ance Guaranty Assn (BI, Nov 8, ments of one state the Risk Retention Act left it up to the a third office in Ireland.

1994) Under federal law, RRGs can- They say financial responsibuity re- states to pernut RRGs "to sell proof of
not belong to state guaranty funds or quirements are exempt from the Risk financial responsibillty insurance or it OSHA fines twoTexas employers
associations The Supreme Court de- Retention Act's pre-emption provl- may not" Only if the state allows
clined to review that rullng mom as long as the requirements don't RRGs to sell coverage sat*ytng such a WASHINGTON-Federal workplace safety authorities have

RRG advocates hope the Supreme dlsmminate against RRGs requirement, thenit may"notdosoon fined two Texas employers a total of nearly $3 million for scores of
Court takes up the Oregon case and m Examples of non-discnminatory fi- terms worse than apphed to other in- alleged willful safety and mlury-reporting violations
so doing resolve the spht between the nancial responsibility laws, Ilsk reten- surance companies selling the same The Occupational Safety and Health Administration fined the
appeals courts tion group supporters say, would be coverage" Hearne, Texas, facility of residential door manufacturer Lifetime

"We would hke to have this resolved those that require all insurers-m- The petition also noted that in the Doors Inc. more than $1 1 million for 37 alleged safety and health

once and for all with a ruling that cluding RRGs-to meet capitalization area of flnancial responsibility, violations Lifetime employs 81 workers at its Hearne facility.
would apply nationwide," said Jon requirements or use certam pohcy Congress did not want federal pre- OSHA hit Lifetime with 17 willful violations for allegedly fail-
Harkavy, a member of the government forms emption of state law to be as extenmve ing to train employees in locking out machinery The machinery

affans committee of the National Risk Under Oregon law, though, automo- in other areas amputated the fingers of two employees in separate incidents in
Retention Assn and vp and general bile dealers must be registered with "It is one thing for hke-minded Apnl and crushed both hands of another employee in an incident
counsel m the Arlmgton, Va, office of the state to sell vehicle service con- commercial entities to band together in June

Risk Services LLC, a captive and tracts To reglster, a dealer must meet and self-msure to protect themselves OSHA also cited Lifetime for three alleged willful violations of
RRG manager mandated "financial stability" re- from losses, it is another when a state machine guarding requirements and failing to implement a lock-

The rarmfications of the case before quirements The dealer can meet the decides they must carry minimum ha- out/tagout program Lifetime also faces 15 citations for alleged
the Supreme Court extend to several requirement by showing that it has a bility msurance to prove their finan- serious violations of numerous other safety and health standards

dozen of the roughly 65 nsk retention net worth of at least $100 milhon or by cial rsponsibility for the protection of and two citations for other-than-serious violations of recordkeep-
groups operating m the United States purchasing a reimbursement pollcy consumers," the petttion said ing requirements.

At issue is the relationship of the from an authonzed Insurer Under an- Whne the Risk Retention Act pre- Lifetime plans to appeal, said James Mitchell, vp-administra-
sections of the Risk Retention Act that other Oregon law, an authorized in- empts "most state regulatory authon- tion at the company's headquarters in Farmington Hills, Mich
pre-empt state laws discnmmating surer, among other things, must be a ty concerning the former," another In Baytown, Texas, Jindal United Steel Corp. faces $1 7 million
against risk retention groups and oth- member of the state guaranty associa- section of the federal act "allows states in fines for 186 alleged violations-122 of them willful violations
er sections that protect from pre-emp- tion Thus, RRGs effectively cannot greater freedom of regulatory authon- for failing to record employee injuries and illnesses from 1998
tion state financlal responsibillty laws sell reimbursement coverage to auto- ty concermng the latter," the petition through part of 2000
requinng companies m certain Indus- moblle dealers added OSHA also cited the company, which employs about 343 work-

ers at the facility, for four alleged willful violations of failing to
correct crane hazards The company faces 56 additional citations

Merger client base m the Umted Kmgdom tion services We complement each for alleged serious violations of other safety and health standards
For London-based Bacon & other very well," said Richard Moore, Jmdal, also known as U S Denro Steel Inc, plans to appeal the

Woodrow,lmlang up with Hewitt, the head of Bacon & Woodrow m a state- fines, said Business Manager B K Rahlom

Continued from page 1 world's second-largest consultant ment OSHA defines a willful violation as one committed with inten-

Like many benefit consultants, He- with $1 3 bilhon m gross revenues, wlll While the transaction w111 enable tional disregard of or plain indifference to OSHA requirements
wltrs busmess m the Umted Kmgdorn gwe it a global reach Hewitt to catapult up the ranks---as
was at first largely pension-related Hewitt has 80 offices m 37 countries measured by size-to become the Briefly noted
Today, though, pension consultmg and 12,000 employees Bacon & thlrd-largest benefit consultant m the
work accounts for only about 25% of Woodrow, which has 1,100 employees, United Kmgdom, it stnll wll be sigmft- In one of the largest-ever Superfund settlements, Aventis Crop-
revenues, with about half of revenues operates pnmanly m the Umted Ing- cantly smallerthan WiLiam M Mercer Sciences USA Inc, formerly known as Rhone Poulenc Inc., has

generated by benefits outsourcing and dom Inc, which with nearly $370 mihon m agreed to fund the cleanup of the Iron Mountain Mine site near
administration and the remainder Just as significantly, Hewitt's out- consulting revenues last year is the Redding, Calif Cleanup costs could total $1 billion Ed Wood-
from human resource and compensa- sourcmg capabilities, especially for largest: benefit consultant in the Unit- ward, president of the Oakland-based California Workers' Com-

tton consulting-related services larger employers, are considered more ed Kmgdom and the world Watson pensation Institute, died Oct 13 Mr Woodward was 58, he was
By contrast, Bacon & Woodrow, advanced than Bacon & Woodrow Wyatt Worldwide is widely thought to considered a nationally recognized leader and innovator in the de-

which last year celebrated its 75th an- The diverse strengths, say execu- be the second4argest benefit consul- velopment of workers compensation data, according to a CWCI
mversary, stlll denves most of its bum- tives of the two firms, wlll benefit U K tant in the United Kingdom, though it statement Reinsurer Everest Re Group Ltd.'s profits for the first
ness from pension and Investment clients does not disclose its U K revenues nine months of 2000 were $135.0 million, a 13 9% increase over
consultmg "They (Bacon & Woodrow) "We are one of the leading actuanal The comblned firms, after an Inter- the comparable period in 1999 Gross revenues rose 9 8%, to $1.06
bring a marketplace presence m pen- consulting firins m the U K with an im period, mtend to operate under the billion Profits at Renaissance Re Holdings Ltd. grew 14 6%, to

mon work," Hewitt's Mr Bennett said award-wmnmg mvestment consultan- Hewitt name Simultaneously, De- $894 million, for the nine-month period. Gross revenues in-

Correspondingly, through the merger, cy, while Hewitt has witnessed rapidly loitte & Touche wlll acquire Bacon & creased 21 2%, to $244 8 million Benefit consultant Watson Wy-

Hewitt will significantly enhance its expanding growth for its Innovative Woodrow's msurance consulting bum- att Worldwide has moved ltS corporate offices to Washington,
pension consulting resources and U K benefits design and adminlstra- ness D C, from Bethesda, Md

Quality problems, agreed Mr Checkley But resentatives from three large health board," said Donna Ball, senior vp, ous groups that managed cam organi-
that improvement usually came from plans-Aetna U S Healthcare, benefits at Bank of Amenca m Char- zations must satlsfy, he said
people performing better or devoting CIGNA Corp and UmtedHealth- lotte, NC, and a consortlum member Another concern, Dr Cutler said, is

Continued from page 3 extra attention to a targeted area and care-and representatives of the Despite some reservations, managed that many employers don't pay atten-
Although it is not asking managed isn't sustainable over a long penod He Amencan Assn of Health Plans care organizations feel "this is an area tion to how well managed care plans

care companies to strictly adopt Six said a large-scale effort is needed to The consortium's first goal is to im- of enough potential that it warrants comply with current quality measure-
Sigma, the consortium wants "to get at the root causes of the problems prove administrative processes, Mr moving forward," Mr Checkley said ments-such as those created by the
transfer that sklll set from manufac- "You need to ellminate the defects Checkley said The ultimate goal is to The managed care industry is open National Committee for Quality As-
tunng to health care," said Joe Check- from the systemic processes from address clinical quality. but that can't to the consorbum's aims whlle retam- surance and the Jomt Commission on
ley, director of employee benefits at managed care," Mr Checkley said improve, he said, unless the adminis- mg a degree of wanness, agreed Dr Accreditation of Healthcare Orgamza-
American Standard Cos in Piscat- "Unless we take a very systenuc ap- trative issues are msolved Charles Cutler, chief medical officer at tions--and Instead stlll choose health

away, NJ, and a consortium member proach to getttng our arms around the "We address the first one and posi- the Amencan Assm of Health Plans in plans based on cost
In the past, efforts to boost customer processes of managed care we just will tion ourselves for the second one," Mr Washington, who has met with con-

.

There is a degree of skepticism
satisfaction largely focused on im- not fix tins thmg" Checkley said sortium leaders within the managed care commumty

proving performance in speclfic areas, Slnce its flrst meeting m March, the The group's goals, he admits, are "To the degree that they can identify about what these measures mean," he

such as havmg claims pIveessed with- consortium has agreed to focus on five lofty "But I see no alternative by em- key customer needs and desires it'S said "The proof to me and the health
in a certain number of days or having areas where it says the largest gaps ex- ployers other than engage the system very valuable," he said care plans is whether they actually use

customer service representatives an- ist between service expectations and andmakeitwork," he said While applaudmg employers for these measures to make purchasing

swer the phone withm a set number of delivery These mclude Many of the member employers moving toward a more widely adopted decisions"
rings, noted Ms Baltrusibs But that • Claims administration don't see their group asan opponent of multi-employer set of pnorities, Dr Ms Moms of United Technologies

has proved unsatisfactory, as it mea- • Member services managed care organizatlons Theysee Cutler is concerned the consortium's said that by adoptlng the group's pro-
sured quantity, not quality, she said • Member communication it glvng customer feedback that man- pnonties could add to the already posals for achieving process excel-

"It's quality that truly has to be • Network management/provider aged cam organizations can embrace comphcated set of demands placed on lence, managed care plans would in-
measured," she said relations " If we can agree on a set of stan- managed care plans Ideally, the con- crease quality and lower their costs

Pnor efforts to improve managed • Care management dards it will make life mmpler for the sortium will Instead help streamllne That alone will help the plans, she
care quallty often corrected only httle To date, the group has met with rep- managed care organizations across the and coordmate the demands of van- said Em
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 PACIFICARE CEO RESIGNS PacifiCare The U.S. Department of Justice has begun vestors are typically third-party beneficia- capitalization Baltimore-based Creditrust
Health Systems Inc.'s president and chief proceedings to extradite Mr. Weiss from ries of insurance who make their invest- filed for bankruptcy in June, and the agree-
executive officer, Robert W. O'Leary, re- Austria, an effort authorities expect him to ments based on the insurer's credit rating ment must still be approved by the
signed last week-three months after his fight. National Heritage was ordered liqui- and expect that if there is a problem with bankruptcy court In the lawsuit-filed in
appointment to the post-saying that the dated after regulators discovered that a the underlying issue, the insurer will simply April in federal district court m Baltimore
managed care company's priorities had large part of the insurer's assets were miss- and promptly "step in to guarantee pay- against Enhance, its Asset Guaranty Insur-
changed and that he is no longer suited to tng. ment " The financial enhancement ratings ance Co subsidiary and former EFS Senior
lead the company. In a statement, Mr. stand in contrast to S&P's financial Vp Charles Henneman-Creditrust charged
O'Leary said, "I believe that the sharehold- , OSHA PRACTICE CURBED The Occupational strength ratings, which focus on insurers' that Mr Henneman anonymously posted
ers deserve, and the management team Safety and Health Administration's ability capacity to pay claims, Mr Watson said "maliciously false and disparaging state-
needs, a leader well-grounded m the funda- to access Information collected by federally "The concern is that investors will make ments" against Creditrust on a Yahoot mes-
mentals of managed care to lead the com- funded safety consultants for enforcement decisions based on the financial strength of sage board Creditrust said the postings
pany through the time immediately ahead, purposes will be an insurance company and not on its will- were timed to coincide with its February
in order to position the company to unlock sharply limited ingness to pay and those could be very dis- 1999 secondary stock offering (BI, April
its real value and future potential." Chief under a final rule tinct, based on the insurers' commitment to 10) New York-based Enhance denied re-
Financial Officer Howard G. Phanstiel has
been named interim president and CEO

(G S N A published in the the business S&P's initial list of insurers sponsibility for Creditrust's financial prob-
Oct. 26 Federal who qualify for its Financial Enhancement lems, saying that it had no knowledge of the
Register. The rule, Rating is available on the rating agency's posting activities described in the com-
which takes effect Web mte, www standardandpoors com/rat- plaint "and that any such activity would

WANTED Dec. 26, deals with state-administered on- :ngs Mr Watson said he does not expect have been unauthorized and against com-
site consultation programs funded by more than 30 to 40 insurers to qualify for pany policy " Mr Henneman was terminat-
OSHA, which pay for Independent safety the rating ed the week before the suit was filed

FAILURE TO APPEAR- FRAUD BY WIRE, RACKinfFRING consultants to visit facilities. Under the
INnUENCED AND CORRU,T ORGANIZATIONS (BICO), MONEY

LAUNDEG. nmRSTATEnANSPORTAHON.STOLEN new rule, OSHA can obtain a safety con- P/C OUTLOOK The U S property/casualty  BRIEFLY NOTED Chief Deputy Louisiana
PROPERTY, OBSIRUCTION OF JUSTICI

sultant's report only if OSHA independent- insurance industry's Insurance Commissioner J. Robert Wooley
SHALOM WEISS ly finds that the employer has failed to ad- net written premiums will take over day-to-day operations at the

dress serious hazards identified in the re- should grow at a faster
;..& state Insurance Department following

port; has made false statements regarding clip and the combined · Commissioner James Brown's recent con-
participation in the popular consultation ratio should improve viction on charges of lying to federal offi-

,4 5*' program; or has allowed the same haz- next year, according to cials investigating the collapse of Cascade
U j ardous situation to arise again. The new a panel of Wall Street Insurance Co Mr Brown, who said he will

In Custody Iii Custody rule also says that employees must be in- analysts According to appeal, faces a maximum of five years in
formed of the results of a consultant's visit the Insurance Informa- W prison on each of the counts against

YJ)
A wanted poster for Mr. Weiss posted on and, m fact, be allowed to participate in tion Institute's annual him Peter L. Sparta has been named
the FBI's Tampa bureau Web site. the visit. The rule holds that consultation "Earlybird Forecast," which was released president of Morse, Payson & Noyes Insur-

results, however, will not be disseminated last week, the average projection by the an- ance, an insurance agency based in South
 FIZITIVE ARRESTED Sholam Weiss, a fugi- to the general public. alysts polled holds that net written premi- Portland, Maine Mr Sparta, who formerly
tive businessman convicted of looting the ums should grow at a rate of about 7% in served as regional vp for Maine, replaces
now-defunct National Heritage Life Insur-  NEW SAP RATINGS Rating agency Stan- 2001, up from a projected 52% for this John R Curran, who served as president
ance Co., was arrested in Vienna, Austria dard & Poor's Corp has established a "fi- year That would give the industry its high- since 1996 and is retiring from the compa-
last week after nearly a year on the run. nancial enhancement rating" system to help est growth rate since 1987 In addition, ana- ny A wholly owned subsidiary of Peoples
Mr. Weiss, sentenced in absentia to 845 Investors evaluate insurers' willingness and lysts estimate the average projected com- Heritage Bank, Morse, Payson & Noyes In-
years in prison, Jumped bail and disap- capacity to make bined ratio for the industry at 1087% next surance has offices throughout Maine, New
peared after his November 1999 convic- STANDARD timely payments year, an improvement from this year's esti- Hampshire, Massachusetts and soon Con-
tion on racketeering, fraud and other on insured securi- mated 109 7 % That projection assumes necticut
charges connected to the 1994 collapse of  OR ' S ties According to normal levels of catastrophe activity
Delaware-domiciled National Heritage. A S&P Director

federal jury found that Mr. Weiss-also Donald S watson, I POSTINGS SUIT SETTLED Enhance Finan-  # 700018#,at*.atitoms,4 00#8=;
known as Shalom Weiss and Sheldon insurers "have a long tradition of validat- cial Services Group Inc says it will make \ m= Ins'Irance'* he eallne UM.te. at mm.

husinessinmran..Com. Al 01 the mato,1/ In theWeiss-and three other defendants engl- ing claims, reviewing the claims and paying no payments under a settlement agreement
neered a series of complex schemes to di- those claims over time " Whlle that lengthy reached with Creditrust Corp of a lawsuit For Ihe Record cohmm, = wal U elhor contant

vert more than $100 million of the insur- process is an accepted insurance industry in which Creditrust charged that state- in this weelf: 188.. 18 generated irem daily
aom posims: mat aeal•*. the Well:Ite iner's cash, open phony credit lines and sell practice, it "is not an effective mechanism ments anonymously posted online by an
ull/*amtfraudulent mortgage-backed securities, in the capital markets," he said There, m- Enhance official had led to a decrease m its

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com

B/Industry Stock Report OCT. 23,2000, THROUGH OCT. 27,2000

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

Price % change % change High Low Vol (000) Pnce % changm % change High Low Vol (000) Pnce % change %change High Low Vol (000)

Frontier Insurance Goup NYS 034 000 -9000 9.13 0 19 1002 UNUM Corp NYS 27.19 069 1520 3619 1194 3288
Aon Corp NYS 3994 615 -016 4275 2069 5727

Gansco Inc NYS 400 492 2558 650 350 129 Vesta Insurance Co NYS 463 1.37 1935 788 344 124

Brc„an & Brown NYS 3100 139 61.83 3481 1538 75 Hteysvile Group NEO 2288 1024 6053 2294 1163 196 XI Capital Ltd NYS 7675 678 4795 8000 3900 2507 1

Clark Bardes Holdings NOO 1025 -465 2870 2063 850 47 HSB Group Inc NYS 3956 495 1700 4063 21.50 1022 Zerwth Natonal Ins NYS 21.50 330 424 2494 1875 23 ,

E W Blanch Holdngs Inc NYS 1863 -067 -6959 6500 1656 403 HCC Insurance Hok.gs NYS 1863 -064 4127 2294 800 347 INSURERSREINSURERS AVERAGE 297 1084

Gal!agher Arthur J & Co NYS 5956 904 8398 6050 2306 834 ING Groep N V NYS 6550 2.14 738 69.94 4681 1147

Hilb Rogal & Hamltor NYS 3825 ·097 3540 42.13 24.25 149 PC Holdings Ud NDO 2044 4.14 3739 2075 975 235 HEALTH MAINTENANCE ORGANIZATIONS
Kaye Group Inc NDO 819 2476 224 1188 500 18

Harttord Fnanclai SEMCes NYS 7438 3.76 57.00 7781 29 38 4998

Marsh & McLennan NYS 12675 268 3246 13569 64 38 5065
John Hancock Finansial Servces NYS 2956 701 7390 29.56 13 44 5334

BROKERS AVERAGE 558 23.64 Lelle Re Holdings Ltd NYS 1888 000 1439 1938 1088 0 Fundation Health Systems Inc NYS 1825 1061 8365 1863 6 25 3623
Lncoln National NYS 4644 435 1609 5638 2263 5170 Hurnanalnc NYS 11 31 7.71 38.14 1238 475 4195

INSURERS/REINSURERS MAjC Holdings Inc NYS 1325 144 -3746 20.50 10 00 55 Oxford Health Plans NDO 3513 2191 17685 35 13 9 75 15020
Markel Corp NYS 141 00 080 -903 18206 11150 71 Pacificare Heaith Sys NDO 1050 1204 -8019 7231 1000 4905

ACE Ud NYS 3925 346 13521 40.19 14 06 5685 MBIA Insurance Gro-Jp NYS 7000 275 3254 7344 3631 tel Sen'a Health Sennces NYS 506 653 2434 1000 244 803

Accel Intematnal Cop N[)0 044 000 -5630 119 044 2 Meaciobrock Insur Group NYS 425 149 -3524 1206 394 24 United HealthGroup NYS 10969 415 10647 11200 3938 7339

Acceptance3 Insurance Cos NYS 563 110 217 Metbfe
15.13 275 62 NYS 2481 285 74.12 27.63 14.25 7465 Wellpoint Heath NeN,orks t'ra 11400 1336 7289 11400 4825 3819

AEGONNV NYS 3981 581 1662 4913 3150 615 Mutual Risk Mgmt L d NYS 1788 833 632 2375 981 1049 HMOs AVERAGE 746 5335

Astna Life & Casualty NYS 5681 521 179 7369 3850 5311 Navigators Group NDO 1388 2333 4231 14.13 863 13

AFlAC Inc NYS 6800 677 4411 68.19 3356 6133 NYMagic Inc NYS 1625 484 2322 1625 1225 15 ALL COMPANIES 533 2928

Al#nerica Ananclal Ccrp NYS 6181 -020 11.12 67.19 3506 1561 Ohio Casualty Corp N[)0 844 887 4747 1788 6 13 1521

Allstate Corp NYS 3725 797 5481 3756 1719 15144 Old Republic Int I MYS 2656 1486 9495 2706 10 63 3268

Ambac Ananctal Grop NYS 7694 415 4743 7750 3888 1831 Partner Re Ud NYS 5413 825 6686 55.19 2838 1232

American Ananclal Group NYS 2038 1.24 2275 3025 1838 384 PernAmenca Group Inc NYS 813 780 484 975 663 21

Arnencan General NYS 7925 309 445 8219 4563 5266 PMA Capital Corporation NDO 1625 299 -1824 2050 1538 91 8/ Insurance Index
American Intl Group NYS 9469 439 31 36 9994 5238 23298 Philadelphia Cons 1-oking N[)0 21.13 1.20 4569 2263 13.13 313

American Safety Insurance NYS 438 1111 -32.69 744 325 6S PXRE Corp NYS 1444 1.32 1106 1756 994 104

Argonaut Group NDO 1738 1161 1258 2600 1444 250 Reliance Group Holcngs NYS 009 2500 9858 775 009 4128 2,550
AXAUAP Group NYS 6250 177 1197 81.50 58 25 3379 RelIaStar Financial Cip NYS 5394 000 3764 5394 2375 0 9 919.14_
Baldwin & Lyons inc NOQ 1900 066 1412 2394 1525 34 RenaissanceRe Holdings Ltd NYS 7388 1204 8073 7775 3319 1010 2,500

Berkley W A Corp N[)0 3425 148 Gl 07 3523 1400 725 RLI Corp NYS 39.19 195 1526 3963 2625 30 2,450
Berksh,re Hathaway Irc NYS 6087500 248 851 6690000 4080000 2

St Paul Cos NYS 4925 437 4620 5131 21 31 3748

Capitol Transannenca Corp NAS
2.400 

1088 235 807 1400 938 20
SCOR NYS 45.13 257 199 5363 3838 21

Chubb Corp NYS 81 25 359 4428 8394 43 25 5535 SAFECOCorp N[)0 2344 106 -5.78 3069 1800 3178

CIGNA Corp NYS 11466 067 4232 11625 6075 3410 SCPIE Holdngs Inc NYS 1863 0 53 -4201 3694 18 63 NA

Cncrnati Fnancial Corp NYS 36.75 5 19 1529 4331 2619 1488 Se,bels Bruce Gro,4 NDO 088 1667 -5000 388 053 57

Cbgroup NYS 5025 135 2001 59.13 31 55 57498 Select„e Ins Group NDO 1700 382 109 2038 14.63 263

CNA Fnancial Corp NYS 3600 473 754 42.13 2456 1056
Tolgo Majlne & Fire NDO 5500 423 -698 6700 4500 63

CNA &,rety NYS 11 81 051 9.15 1494 975 67 Torchmark Corp NYS 31 50 839 839 3600 18 75 2206

EMC Insurance Groug Inc Idc)0 975 065 685 1138 681 15 Transatlant,c Holdings NYS 9494 556 21 62 95.63 6875 51

ESGRe led NDO 306 208 -5586 938 250 75 Trenwick Group Inc NYS 1869 2008 1033 2125 1200 726

Enhance Financial Seices NYS 1175 208 2769 1931 863 729 Unico American Corp NDO 763 702 893 863 450 42 2,050
Everest Rensurance NYS 5438 1269 14370 5556 2050 3092 United Are & Casualy N[)0 1694 000 25.14 2338 1550 58

Fremont General Cord NYS 331 185 -5508 963
Unltrn 9/8 9n5 9/22 9/29 10/6 10113 10/20 10/27

269 587
NDQ 30.75 257 1827 3975 27 19 232

Base=100 on Dec 29,1978

Top a*anargissues Kaye Group Inc., Navigators Group, Oxford Health Plans. Leading dediners Reliance Group Holdings, Paclficare Health Sys . ArgonautGroup Most active asue Crgroup The B/Index rose 1 5%, the Dow Jones 30 Industnalsincreased 3 6%, the S&P 500 dropped 12%, and the
NYSE Composte Ment down 02% Average P/E Brokers, 220, Insurers/reinsurers, 249, and HMOs, 15.4

Source CNET Investor (investor cnet corn) Boulder, Colo
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What does it take to break through a foundation of thinking that's been accepted for years? A bold stroke. But, it doesn't mean

turning things on their heads without understanding all the possible consequences. It takes a complete understanding of
what lies on the other side. No one is in a better position to help guide clients than AIG. With operations in 130 countries and

jurisdictions throughout the world, we have an unmatched knowledge of local conditions and regulations to help manage risks.
So, when you're ready to take on a risky venture, contact AIG. We'll help knock down the barriers that may be holding you back.
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WORLD LEADERS UN INSURANCE AND EMANCIAL SERESES
Insurance and services provided by members of American International
Group, Inc, 70 Pine Street, Department A, New York, New York 10270.

AIG
WWW.AIG.COM


