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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

See Updates on next page

Disability trumps Pension veto likely
seniority for jobs

under ADA: Gourt

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 vs. U.S. Air
Inc. also will require employers to
give disabled workers preference
in job placements over other
groups that also are protected un-
der federa_ 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 $th
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’ll be
looked at wvery 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 hoost
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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By JERRY GEISEL

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

Shift in House expected

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 san-
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-

BY MARK A. HOFMANN

WASHINGTON—AII 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.

ELECTIONVC

Races to steer issues

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 eould 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

OVERAGE CONTINUES ON PAGE 30

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 52

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-I11.

“I think it’s generally accepted

See Congress on page 23
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to review RRG rulings

China to grant more E.U. licenses

Continued from previous page
interpretation of several parts of the agreement.

Just two European insurers—Trieste, Italy-based Assicurazioni
Generali S.p.A. and Amsterdam, Netherlands-based ING Groep
N.V.—have so far been granted licenses in China.

The Chinese government said it would announce by Nov. 2 the
seven insurers to be granted licenses. :

Several European insurers have already applied for China li-
censes. The Hague, Netherlands-based Aegon N.V. has been in-
structed by Chinese officials to seek a joint-venture partner. Lon-
don-based CGNU P.L.C.; Edinburgh, Scotland-based Standard
Life Assurance Co.; Munich, Germany-based Allianz A.G. Hold-
ing; and Paris-based Caisse Nationale de Prevoyance have also ap-
plied for licenses,

“The fact that we have managed to solve the important issues
that remained outstanding for the full implementation of our bi-
lateral deal clinched last May is, in itself, another step on the way
to China’s accession to the WTO," said Pascal Lamy, the trade
commissioner for the European Union. :

Both the European Union and the United States had said that
China would be unlikely to join the WTO by the end of the year if
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.

Reliance boosts reserves again

NEW YORK—Reliance Insurance Co. will increase its loss re-
serves by $332 million, the troubled insurer’s parent company, Re-
liance Group Holdings Inc., announced last week.

The decision to increase reserves stems from an actuarial review
by Tillinghast-Towers Perrin. The review identified adverse claims
development from assumed reinsurance and commercial auto
business, a Reliance statement said.

The announcement comes just two months after Reliance re-
vealed that it would take a $444.2 million charge to boost loss re-
serves in its second-quarter results (BI, Aug. 21).

An announcement last year that Reliance was increasing its loss
reserves by $227 million for the second quarter of 1999 triggered a
series of problems for the insurer that eventually led to rating
agency downgrades last June. Those downgrades virtually killed
off the company’s chance of surviving as a significant insurer in
many markets.

Much of Reliance’s business has been sold off, and the remaining
units are not writing any new business, a spokesman said.

In August, the insurer agreed to a plan with regulators in Penn-
sylvania to submit any significant business transactions for regu-
latory approval.

Texas tire suit settled

CORPUS CHRISTI, Texas—The relatives of a Texas couple who
died in a crash allegedly caused by a tire unraveling on their 1996
Ford Explorer have reached a settlement with tire manufacturer
Bridgestone/Firestone Inc. in the first product liability lawsuit
scheduled for trial since the company’s August tire recall.

Details of the settlement were not disclosed by either side.

Ryan Anthony Guillen, 22, and his sister, Kimberly Guillen, 18,
sued the tire manufacturer last November, after their mother and
stepfather were killed in a May 30, 1999, accident near
Brownsville, Texas.

Nidia and Patricio Leal died when their Explorer crashed into a
utility pole. The Guillens charged that the accident occurred after
the tread peeled away from one of the Explorer’s ATX Firestone
tires, causing the vehicle to go out of control, according to Robert
Patterson, the siblings’ attorney, who is based in Corpus Christi,
Texas.

The case was filed in state district court in Rio Grande City,
Texas, and trial was set to begin Nov. 13.

Mr. Patterson said he is handling half a dozen similar cases filed
in Texas and one in Mexico involving the tire manufacturer.

Harvard Pilgrim progress seen

BOSTON—Four months after it was released from temporary re-
ceivership, Harvard Pilgrim Health Care is on track with its 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-
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-
moved from receivership after the Massachusetts Supreme Court
approved a rehabilitation plan earlier this year (BI, May 29).

In the first of periodic public reports that were promised when
the plan was approved, Ms. Ruthardt and Mr. Reilly said the
HMO’s progress has been good. “We are pleased to report that
Harvard Pilgrim's operations through August are slightly better
than projected in the 2000 business plan,” says the report. “High-
er-than-projected medical costs have been offset by increased per-
member premium and a large reduction in Harvard Pilgrim’s ad-
ministrative expenses.”

The report also says restoration of Harvard Pilgrim’s National
Committee for Quality Assurance “Excellent” rating, the highest
available, for its Massachusetts commercial HMO and point-of-
service products, along with its consistent operating resuits this
year, “reflect its status as a reasonable HMO choice for Mas-
sachusetts health care consumers.”

See Updates on page 34

By JERRY GEISEL

WASHINGTON—The U.S. Su-
preme Court is being asked to re-
view a federal appeals court deci-
sion that Oregon law discrimi-
nates against risk retention
groups.

At the heart of the controversy
is an Oregon law that effectively
bars auto dealers and distributors
from purchasing reimbursement
policies from RRGs. Earlier this
year, a three-judge panel of the
9th U.S. Circuit Court of Appeals
in San Francisco unanimously
ruled that Oregon's categorical
exclusion of RRGs as a market op-

tion violates the federal Risk Re-
tention Act, which limits state
regulation of RRGs (BI, June 12).
The full appeals court later de-
clined to review the panel’s rul-
ing.

But the Oregon Department of
Justice, which is representing the
state Insurance Department in <he
matter, earlier this month filed a
petition asking the Supreme
Court to review the panel’s deci-
sion.

In its petition, the Oregon De-
partment of Justice said the pan-
el’s decision was “flawed.” While
the court ruled that the federal
Risk Retention Act pre-empted an

Oregon financial responsibility
statute requiring auto dealers to
purchase reimbursement coverage
from “authorized” insurers, the
court did so despite its “obvious
inability to find any evidence of
clear and manifest congressional
intent to pre-empt state financial
responsibility law,” the state said
in its petition.

An attorney for the risk reten-
tion group that challenged Oregon
regulators said the group would
oppose the petition for review.
“We are preparing a response. The
arguments they made (in the peti-
tion) are wrong in many cases and

See Oregon on page 34

Managing risk adds value

Enterprise risk management approach pays off: Execs

By GAVIN SOUTER

EDMONTON, Alberta—Companies that instill a
risk management culture throughout their organiza-
tion can cut costs, attract better employees and pre-
vent injuries, a corporate
executive contends.

By encouraging all em-
ployees to think about risk
management issues in all of
their daily duties, compa-
nies can create an environ-
ment that is more sensitive
to risks, and can better re-
spond and control risks be-
fore a crisis occurs, he says.

And by building on an enterprisewide analysis of
all risks, companies car create innovative insurance
programs that cover a wider array of risks and, ulti-

nior executive adds.

The two exzscutives were speaking at the 25th

mately, help increase their profitability, another se-

Canadian Risk & Insurance Management Society
conference, waich was held in Edmonton, Alberta,
earlier this mon:h.

Syncrude Canada Ltd., an oil producer based in
Fort McMurray, Alberta, adopted a broader ap-
proach to risk management in 1984 at the instigation
of its new president, said Jim Carter, who is now
president and chief operating officer.

The company had recently suffered a major coker
fire, and its preperty insurance premiums had dou-
bled to $7 million Canadian ($4.6 million). “And that
rate was dictated to us, take it or leave it,” he said.

In addition to responding to the loss, the president
of company determined that it would make good
business sense for the company to analyze all of its
risks, Mr. Carter said.

The cost of extracting oil from the sand to which it

See Risks on page 22

Provider group exits Tufts plan

By MICHAEL PRINCE

BOSTON—Citing increasing
losses, one of the leading provider
organizations in Massachusetts
has ended its relationship with
Tufts Health Plan.

After months of negotiations,
the provider group, Boston-based
Partners HealthCare Systems Inc.,
said it won’t renew its contract
with Tufts and will erd its rela-
tionship with the health mainte-
nance organization on April 1,
2001. Partners said it has lost $42
million from the Tufts contract in
the pas: two years and was push-
ing for rate increase to make up
for this shortfall. In addition,
Partners said it has not received a
rate increase from Tufts for five
years, a point with which a Tufts

spokeswoman disagrees.

Founded in 1994, Partners is a
non-profit organization that in-
cludes such well-known hospitals
as Massachusetts General Hospi-
tal and Brigham & Women's Hos-
pital, as well as numerous smaller
facilities and doctor groups
throughout the Boston area.

Tufts, based in Waltham, Mass.,
said that it simply could not af-
ford to meet Partner's demands
for a 27% rate increase. If it did,
according to Tufts, the result
would be higher premiums for
employers.

“We offered them a fair and
thoughtful arrangement that in-
cluded a large increase in pay-
ments but could not agree to their
demands for a huge one-year in-
crease. Such an increase is un-

precedented in size and over-
whelming in terms of the premi-
um increases it would bring
about,” Harris Berman, Tufts’
chief executive officer, said in a
written statement.

About 20% of Tufts members
use one of Partners” physicians.
Partners said it would continue to
treat Tufts patients until April 1
and will continue treating those
same people as long as they are
covered by another insurance
plan. Tufts members will have to
find another physician after April
1. The move by Partners affects all
of Tufts plans except for its Se-
cure Horizons plan for seniors.

Tufts said its members can still
access its 75 other hospitals and
5,000 primary care physicians
that are not part of Partners.
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this week's editorial says. PAGE 8
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® Tha U.S. Supreme Court should take the opportunity to
clarify once and for all the relationship between the federal
Risk Retention Act and state financial responsibility laws,

® The United Kingdom'’s Health and Safety Executive, in
a bid to get companies te improve their safety records, is
publicizing the names of companies convicted of health
and safety offenses in the United Kingdom. PAGE 27

@ According to a recent study by Swiss Reinsurance Co.,

European storm losses are underestimated by the insur-
ance industry and storm coverage is underpriced by rein-
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Health Net clients Push to improve HMOs

Employer group promotes Six Sigma process

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 PEGH 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.

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 Electrie 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

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
LLL.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 explained.

See Quality on page 34

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.

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

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 wunderstand 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

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

Shifts in workplace
may hoost liability

By MEG FLETCHER

MARINA DEL REY, Calif.—
Employers need to be prepared
to face new challenges and lia-
bilities due to changing employ-
ment relationships and the emer-
gence of an Internet generation
of workers with non-traditional
goals.

A traditional employment ar-
rangement, in which a full-time
worker is responsible to a single
employer for the duration of his
or her career, is increasingly be-
ing replaced by contingent em-
ployment arrangements. These
include the use of independent
contractors, leased employees
and temporary employees, pan-
elists said during the Eighth An-
nual Business Insurance Workers
Compensation and Disability
Management Conference, held
Oct. 16-18 in Marina del Rey,
Calif.

“There is an evolution going on

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

Srrap -z Tools

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

here,” said Barry Thompson, the
Hartford, Conn.-based national
practice co-leader of Disability
Management Services for De-
loitte & Touche L.L.P. The trend
is likely to continue, because
“the war for talent is real” and
employers are striving to employ
and retain good workers, Mr.
Thompson said.

As a result, risk and employee
benefit managers need to educate
themselves about these develop-
ments, so they are prepared to
respond if their organizations
decide to adopt such a contin-
gent-employment approach.
They also need to be aware of re-
lated concerns, including techno-
logical developments that allow
for telecommuting, the impact of
outsourcing, workers’ desire to
achieve work/life balance and
challenges that insurers face in
underwriting workers compensa-
tion coverage for contingent

See Challenges on page 10

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 next page
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Snhap-on

Continued from previous page
tape is also used for independent
medical exams,

The videotape series featured
other testimonials as well, includ-
ing several from injured workers
and supervisors who related their
experiences with the workers
compensation system as we.l as
Snap-on’s temporary alternatz
duty program, which is used as 3
transitional step for injured em-
ployees returning to full emplcy-
ment.

“We asked supervisors to find
success stories, but at least hal? cf
them said they didn't know if they
had any. They also were ccn-
cerned whether an employee
would really talk about their ex-
perience,” Mr. Kugler said.

Surprisingly, “we found that
employees who had successful re-

turns to work were rcre than
wiliing to talk about iz," he said.

To reward those employees will-
ing to talz on camere, Snap-on’s
safaty team presented them with
mini-Oscar statues,

essentially, in my mind, self-ir-
sured.”

The videos stressed the impor-
tance of immediately redort:ng ir.-
juries, regardless of taeir severite.

“A lct of injuries may be neac-

‘We found out that employees who
had successful returns to work were
more than willing to talk about it,’ says
Dan Kugler of Snap-On Inc.

Approximazely 600 employees
are injurad on the jcb each year,
costing the company $5.5 million
a year, according to Mr. Kugler,
whc added that “Snap-cn is seif-
insured in three states and large
decac: plan in othecs, so we are

misses, but they peoint ous haz-
ards,” the narrator states.

The narrator also nctes that
sometimes employeeas’ ass.stance
in post-injury acciden: investiga-
tions car help Snap-on's engi-
neers to redesign the equipment to

be safer.

“The fi-st priority is thet we get
ycu back to work,” the narrator
asserts. “Snap-on will be there to
assist in your return td> work;
howeva: 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-
mert, costing the company in
morale s well as financially,”
states tke narrazor. “It’s consid-
ered ky the company as theft of
compsary assets and is prosecuted
bath criminally end civilly.”

The chjective of the videotape
series was to use the experience of
irjured employees to communi-
cate Snap-on’s commitment to
employes welfars ard to establish
an a2xpactation of fair treatment
in the evert of a workers compen-

contact us.

When you need an Insurance
eCommerce partner that
protects you, not exploits you,
turn to marketscout.com. Our
"Best of Class" business model
provides access to insurers
who are pre-qualified as
leaders ir their industry. We
know Insurance and we know
e-Business. To learn more
about e-Insurance and to open . .

new business opportunities, -

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-
ment 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-
tem.

“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. | Bl |
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Technology has shaped claims administration

By JOANNE WOJCIK

MARINA DEL REY, Calif.—
Workers compensation claims ad-
ministration has come a long way
since the advent of the computer.

“When I first began in claims,
there wasn't a computer in sight,”
recalled Rick Duggan, manager of
workers compensation at Walt
Disney Co.’'s West Coast opera-
tions in Anaheim, Calif.

“If you wanted to research a
claim, you went to a long file cab-
inet of cards, like in the library.
You'd physically have to go to
find the files, etc. There was no e-
mail; letters and correspondence
were received the old-fashioned
way, via U.S. Mail. You could
hear typewriters, and we stocked
whiteout by the gailon,” Mr. Dug-

gan said.
“Then came the fax machine,”
he said, and today, “technology

ance Workers Compensation and
Disability Management Confer-
ence, held Oct. 16-18 in Marina

has a foothold in ciaims del Rey, Calif.

management. We have o “There’s still no sub-
laptops, we have g ¥ ta stitute for having
Palm Pilots, we £ dedicated claims

have cell phones,

ic data inter-
change), document

.,
<« THE EIGHTH ANNUAL <

- -
we have (electron- - _ [BUSIINESS .

WORKERS COMF‘ENSATIQN

professionals. But
if you layer tech-
nology on top of
that, then you can

imaging and the £ AND : have great re-
" But whether all T TeoneEReEE e hat G th

ut whether a v . “What does the
this technology will e i employer want at the

improve workers com-
pensation claims adminis-
tration “depends on how you
use the tool—and technology is 2
tool,” Mr. Duggan stressed during
a session on technology at the
Eighth Annual Business Insur-

TR

end of the day? To be

able to get into the Inter-

net and create its own reports
on where injuries happened and
why, establish  benchmarks
against its own experiences and
spit it out with usable reports,”

said Bill Granahan, senior consul-
tant and practice manager for
Milliman & Robertson Inc. in
Wakefield, Mass.

Unfortunately, the technelogy
source that many employers had
counted on to develop workers
compensation disability manage-
ment systems—the insurance in-
dustry—hasn’t been in any shape
to do it, so employers have turned
to tecknology vendors, many of
which know little about the insur-
ance wor.d, Mr. Granahan said.

Insurers and health mszinte-
nance organizations “have given
up on developing managed work
comp systems,” Mr. Grarahan
said. “They’re too concernad
about profitability to develop new
products. Also, their own claims

systems are so antiquated that

Introducing Overseas Partners US Reinsurance Company, the new U.S. subsidiary
of Overseas Partners Limited, a multi-billion dollar Bermuda-based reinsurer.
We've just landed in America with $275 million in committed U.S. capital, authorized in
all 50 states, and a well-known American staff with the expertise to answer your needs.

Ovzrseas Parmers US Reisurance company

A 'member of the Overseas Partners Ltd. group of companies.
Philadelphia » 2152826100

they need to spend money updat-
ing these.”

Although dealing with non-in-
dustry vendors may be frustrating
at first, employers should not give
up on them just yet, said Cheryl
Tuttle, account manager in the in-
surance and consulting group at
Computer Sciences Corp. in Jack-
son, Miss.

Technology firms like CSC need
feedback from end users to help
them develop and improve their
systems, Ms. Tuttle explained.

“When we talk to prospective
clients, everybody knows the buz-
zword ‘the Web,” but nobody
knows what they want on the
Web,” she said. “And a lot of
clients want to take their old sys-
tem and put it into their new sys-
tem. They think tech is going to
take care of all their problems.
But tech is only as good as the
user.”

“You really have to have your
own house in order and examine
what you do and why you do it be-
fore you seek a way to do it with
technology,” Mr. Duggan agreed.

For example, sometimes em-
ployers may find when they
switch to a new system that they
don’t even need to perform certain
functions they were required to do
with their old systems, he ex-
plained. “Do you even need to do
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
how you like it before we make it
into your old system. Maybe a new
way is a better way.”

Business
Subscription
P Service
New Subscriptions

You can now subscribe to
our publication over the Web.
Simply fill out our
subscription form
and we will get your first
issue to you right away.

Moving?
Change of address?
New job?

If you're leaving your current
location, make sure you don't leave
behind the late-breaking,
agenda-setting news
that helps you stay on
top of your business.

You can change your information
with us online, immediately.

Billing or
renewal inquiry?

Verify your subscription
details or pay an invoice.
If you receive a notice from
us after you have paid,
it is likely due to correspondence
crossing in the mail.
However, if you receive
a second notice after you have
paid, contact us and include
a copy of both sides of your
canceled check.

For more information
about a subscription,
please contact the customer
service department at

1-888-446-1422

www.businessinsurance.com



NEVE COMBINED

TECANOLOGY. INNDVATIONAND

* EYPERIENCE TO CRERTE A NEHW PAGE
N CLAIMS HISTORY

Introducing CLAIMPlace, an e-commerce business solutions provider created by insurance specialists.

There will always be claims. But will there ever be a better way to manage them!? And reduce the cost associated
with them? Enter CLAIMPlace. We're providing a series of web-based management tools that will streamline
administration, create an exchange of information and greatly reduce the losses associated with claims. And
that's just for starters.Want to learn more? Go to www.claimplace.com.

> CLAIMPlace




8 / Business Insurance, October 30, 2000

OPINIONS

Court should hear RRG appeal

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 “
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 diseriminatory. 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

The U.S. Supreme Court has an opportunity to

:gml.r.(k rzor'l
B e wwcr
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upheld Florida’s law. Unfortunately, the Supreme.

Court declined 7o 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-finaneing al-
ternative to the traditional market.
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Ergonomics rule a tax on business

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 ageney'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 current draft regulation would impose
new federal requirements on employers to
pay workers with ergonomic injuries a larger

benefit than is typically provided under state
workers compensation (90% taxable vs.
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 refurn 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 burdens 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 reduce
workplace injuries.

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 manths 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
injuries,

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
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Challenges

Continued from page 3
employees.

The number of employers in-
volved in innovative, non-tradi-
tional employment relationships is
growing, especially international-
ly, said Jeffrey W. Pettegrew, vp-
insurance and risk management
for Westaff in Walnut Creek,
Calif., which primarily operates as
a third party overseeing contract-
ed temporary workers. He is re-
sponsible for the corporate self-in-
sured workers compensation pro-
gram, loss control, general liabili-
ty, property, fidelity and employee
benefit program for more than
300,000 employees in seven coun-
tries. The company’s temporary
employees are contractually as-
signed to more than 30,000 corpo-
rations and public entities.

Currently, about 12.5 million
people in the United States are
considered non-traditional work-
ers, holding jobs that “range liter-
ally from ditch diggers to chief ex-
ecutive officers,” said Mr. Pette-
grew. They are categorized in a
variety of ways, including inde-
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.

Using a contingent workforce
offers employers several advan-
tages, including reducing the
amount of time and money spent
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-
ers compensation or any federally
mandated insurance coverages,
because that is typically the re-
sponsibility of the third-party
company overseeing the workers,
Mr. Pettegrew said.

However, using contingent
workers can be interpreted as a
“co-employment” relationship
that can be a potential “mine-
field,” he said. Problems, especial-
ly for third-party companies, can
stem from many sources, including
litigation over the status of inde-
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 outlined 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-
bilities, educating supervisors and
closely supervising outsourced
workers.

He also urged that employers
ensure that they are properly clas-
sified for workers comp insurance
purposes.

The growth of contingent em-
ployment arrangements has posed
new problems for determining ap-
propriate workers comp rates for
the employers and third-party
companies involved in such ar-
rangements, said Jim Nau, general
manager-workers compensation
residual markets for the National
Council on Compensation Insur-
ance in Boca Raton, Fla.

The National Assn. of Insurance
Commissioners tried to resolve the
problem a decade ago for the vol-
untary market by letting insurers

write coverage using one master
policy and add endorsements con-
taining clients’ names.

Most states have adopted this
“customer-friendly” approach,
though it has created “a break-
down” in parts of the traditional
workers compensation system. It
makes it more difficult for groups
such as the NCCI to track losses
used in determining individual
employers’ experience ratings. It
also makes it difficult for state
workers comp agencies to ensure
that employers have workers comp
coverage, which is required in
nearly every state.

Regulators, however, adopted a
different approach for residual
markets, which are markets of last
resort for employers that cannot
find coverage elsewhere. In that
market, insurers are allowed to is-
sue “multiple coordinated poli-
cies,” which consist of an individ-
ual policy for the third-party em-

ployment company and one for
each client—all typically sharing a
common eZfective date.

The advantage of such a policy
is that rating organizations and
regulators can track an employer’s
specific loss experience for the
purpose of determining its appro-
priate experience-rating modifier.
However, it is “tremendously
cumbersome,” Mr. Nau said.

The NCCI, an information com-
pany that calculates experience
modification factors, is especially
concerned about the accurate re-
porting of losses.

“The challenge is to continue to
move forward toward uniformi-
ty,” Mr. Nau said.

David J. Thompson, work/life
strategy manager at Microsoft
Corp. in Redmond, Wash., said
that employers must be prepared
to move beyond traditional prop-
erty/casualty and benefit concerns
when they are dealing with the

“Net generation”—his term for
younger workers who significantly
rely on the Internet as a mode o:
communication.

- I
Currently, about 12.5
million people in the
United States are
considered ‘non-
traditional workers.’

Employers need to be aware that
the elements important at work-
sites today are knowledge rather
than capital, flexibility rather
than power, retention rather than
recruitment, and service rather
than product, he said.

The “external business drivers”
today are this emerging Net gener-
ation and customers’ demand for

added value and greater service,
Microsoft’s Mr. Thompson said.

For example, the Net genera-
tion's expectations are “very dif-
ferent,” and a 401(k) benefit plan
“means nothing,” he said.

Surveys have shown that those
employees are especially interest-
ed in the growing number of flexi-
ble work arrangements, which are
especially popular in Europe, he
said. To retain the loyalty of such
employees, employers will need to
significantly increase the flexibili-
ty of work arrangements, he said.

Microsoft’s Mr. Thompson sug-
gested that an employer ask an
employee seeking added flexibility
to write up a proposal that de-
scribes how his or her new pro-
gram would work and fit in with
company operations. In addition,
he recommended that the employ-
ee be asked to explain how the
outcomes of the program could be
measured. En
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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 xnow about it and how it
will impaet 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-

ment issues.
“Employers have to know what's at
stake and speak out. As my father
used to say, ‘You can open your
mouth, or you can open your pocket-
books,’ 7 Mr. Oxfeld said dur-
ing a panel discussion at
the Eighth Annual Busi- v
ness Insurance Work-
ers Compensation and ~ +
Disability Manage-
ment  Conference, + '

L
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the like, the privacy protections do
apply to medical providers, he point-
ed out.
The proposals also could hinder
employers’ attempts to integrate oc-
cupational and non-occupa-
tional disability manage-
A ment, pointed out
William P. Molmen,
general counsel for
the Integrated Bene-
~  fits Institute in San

held Oct. 16-18 in  workers COMPENSATION Francisco.

Marina del Rey, Calif. *

“Pay careful atten-

Although most of DSABLITY MANAGEMENT tion to what the De-

these proposals don’t G
explicitly address work- r
ers comp, they may indeed
apply to such claims, Mr.
Oxfeld said.

And even if they den't apply to
workers comp insurers, adjusters and

T
T x 4 4
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L partment of (Health

4 and Human Services)
publishes in the next few
weeks,” Mr. Oxfeld advised.
“If the medical provider cannot give
you timely, complete information, it
doesn’t matter whether you have to

i

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 missed
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,

e
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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 Ine. 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
releases waiving their privacy rights,
“you still would have to have multi-
ple authorizations from workers” to
obtain medical information, Mr.
Oxfeld said.

“The problem is, chasing after the

L
‘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.
I 00 0

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
nightrmare.”

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.

Historically, there has been a dis-
tinetion between how medical infor-
mation is handled in workers com-
pensation cases 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 distine-
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. | Bl
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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-
ter is critical to waging an effzc-
tivz battle against claims frand.

Risk managers shouldn’t allow
claims handlers and compary pro-
duction managers to assume that
every claimant is guilty of fraud,
several experts told attencees of
the Eighth Annual Business Insur-
anze Workers Compensation end
Disability Management Confer-
ence, held here Oct.16-18.

Such an attitude can serd em-
ployees to attorneys or result in ad-
ditional, unnecessary medical care
and time away from work, they

time and momney, with resources
spent needlessly on investigations
and employee surveillance.

To minimize wasted effort, it is
crucial to educate claims han-
dlers to insti'l in them an
appropriate  attitlude
about fraud and i
abuse, said Tim East,
maneger of risk
mancgement busi-
ness process for The

> »
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the attitude that all claimants are
fraucs or to bring that susoicion to
every claim.” he said. If claims
staff do develop such an attitude,
injurec workers “are going to
pick up on that, and there is
go.ng to be a negative

reaction.”
At Kmar: Corp,,
supervisors have

different approach-
es in regard to in-

Walt Disney Co. in WORKERS i%"-éF’ENSAT‘QN vestigating comp
Burbank, Calif, DISABILITY MANAGEMENT  claims, said L.A.

After years on tha » CONF=ZRENCE . “Andy” Cas-o, direc-
job, claims handle-s e e tor-workers zompen-

often become increas-

ingly skeptical and want

to probe deeper irto cases:
“That is good ” Mr. East said. “But
you can’t allow clairas adjusters or

¥ & g

said. It can also lead to a waste of claims admiristrators to devslop

sation for Kmart in

Troy, Mich. Some supervi-
sors are reluctant to deal with
workers comp claims, while others
want to get involved in every case
and too ofter believe that an injury

is the employee’s fault. The mar.-
agers also are mincful cf the com-
pany’s policy cf charging back
claim costs to individual depart-
ments.

“It’s very important that you
spenc time with your managers o
they understand that, for ore
ching you are spending their mon-
ey,” Mr. Casto said Managers also
should understand “what they are
1ooking for...and to not have a con-

spiracy-theoris: attitude abou: ev-
ery claim.”
Anshell J. Boggs, corpcrate

workers compersation and szfety
manager for Pep Boys in Philadel-
phia, said his department works to
ansure that the company’s opera-
tions managers understand that if
amployees suffer = leg:timate in-
jury at work, they have benefits to

“Did you get that submission
for the dry cleaner?”

'.---nu..
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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

s “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 case 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 ease 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 case 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.
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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 lorg-term
improvement, say experts involved
with crafting an employer’s award-
winning program.

Seattle City Lights, a pub’ie -util-
ity based in Seattle, recently won
the Center for Office Technology’s
annual Outstanding Offize Er-
gonomics Award fo~ public entities
(BI, Oct. 16). Prudential Insurance
Co. of America won the COT’s
award to private-seztor companies.

Achieving contiruous improve-
ment requires a change in ap-
proach for many companies, said
Steve M. Davis, a consulting er-
gonomist with StewartPrezant Er-

goncmics CGroup in Seattle, who
formerly worked for the vtility.
Companies must move from a
“reaztive” mode, in which large
numbers of ergonomics claims
requiring medical inter-

must remember that the goal of any
ergonomics prog-am shoald be to
“design worx to fit the zapabilities
and limitations of workers,” said
Diane Lee, an ergonomist with

the utility’s Safety and

vention drive excessive Ly S5 Health Team.
costs, to a “proactive” B a 3 When that is not
mode, in which pre- < THE EIGHTH ANNUAL < done, workers may

claimns management

the ceverity cf thes=

and workplsce in- 'mnlmmlﬂmﬁis
tervention reduce:

WORKERS COMPENSATON
» AN >
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experience er-
gonomic-related in-
juries and illnesses,
including disorders

: i D : :
claims and the’r CISABILITY MANAGEMENT involving tendons

costs, he said.

Ultimately, a com- 5
pan¥’s lonz-term goal
should be irjury prevention
through an integrated process
that also strives to contain costs, he
said

Tc achieve that goal, a company

anc trapped nerves
as wzll as sprains and
siraing, thes2 and other
panelists said daring a pre-
sentation at the Eigath Annual
Bus:ness Insurance Warkers Com-
pensation and D:sability Manage-
ment Conference held Ocf. 16-18 in

Marina del Rey, Calif.

Developing a good ergonomics
program requires planners “to do
your homework and plan for suc-
cess,” Mr. Davis said.

That includes knowing what to
measure o that cost/benefit analy-
ses can be made, he said. Those fac-
tors should include tallying work-
ers comp claims and associated
costs; monitoring cumulative in-
juries separatz from acute ones;
and calculatinz the frequency and
severity rates of injuries.

Other items that should be mea-
sured include surveying workers
for symptoms; documenting find-
ings and solutions; and pesforming
follow-ups on programs to validate
the use and effectiveness of er-
gonomic controls.

An action plan should include
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plans to benchmark results against
other organizations; analyze injury
trends and establish priorities; ere-
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,” Mr. Davis
said.

Some companies have been able
to control workers’ efforts to self-
diagnose their ergonomic ailments
by physically blocking their 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 don’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: he deterred by lack of
money; make the process compli-
cated; and ignore office internal
politics

“Start small and take small
steps,” urged Dolores Nizich, the
utility’s satety and health manager

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

11999, she said.

Prudential’s Ms. Grosh moderat-

ed the session. [ Bl |
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Survey evaluates disability management systems

By JOANNE WOJCIK

MARINA DEL REY, Calif—Re-
ductions in overall claim costs and the
effectiveness of disability manage-
ment programs in returning workers
to pre-injury functioning will be the
focus of most workers compensazion
performance measures in the next few
years, a new survey shows.

The survey also found that the five
key stakeholder groups—employers,
claims payers, health care providers,
managed care providers and consul-
tants—plan to measure the effective-
ness of their disability management
systems with regard to several factors.
Those factors are: reducing the num-
ber of lost-work days; reducing the
frequency of lost-time claims; increas-
ing claimant satisfaction; increasing
employer satisfaction; and complying

with state and federal regulations.

These were the findings of the sec-
ond annual survey by the Journal of
Workers Compensation on “Measur-
ing Managed Care Performance
for Workers Compensa-
tion,” which were dis- v
tributed at the Eighth
Annual Business In-
surance
Compensation and
Disability Manage-
ment  Conference,
held Oct. 16-18 in Ma-
rina del Rey, Calif. T

The Journal began the v
survey in 1999 to develop
benchmarks for workers com-
pensation managed care. This year’s
survey also asked respondents to list
the measurement techniques they like-
ly would use in their efforts.
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The Journal received a total of 297
responses to the 2000 survey, which
asked companies what factors they are
currently measuring, as well as what

thev plan to begin measuring
" within the next three years.

4 Of the respondents, 90
were from employers;

65, claims payers, in-
cluding third-party
administrators and
insurers; 45, health

care providers;, 21,

managed care

s providers, eight, bro-
o kers; 38, consultants; and

30, other, including regula-
0TS,

In eacn of the categories except
health care providers, at least 95% of
respondents indicated that they are
measurirg or will measure overall

4

claims costs. The figurs was 76%
among health care providers. While
the favorite method for measiring
these reductions was to look at claims
frequency, the survey authors suggest-
ed that this is a flawed indicator.

“The frequency rate does have the
virtue of being easy to understani and
easy to determine. But the cost of
claims is driven more by the sevesity—
not the frequency—of claims,” sug-
gested the authors, Peter Rousman-
iere, director of business development
at Delphi Technology Inc. in Tam-
bridge, Mass.; and Maddy Bowling.
assistant vp for medical services oper-
ations at The Hartford Financial Ser-
vices Group Inc. in Chicago.

Also, with health care providers
again being the exception, at least
90% of respondents in each of the otk:-
er groups said they are measurng or

UNFORTUNATELY. |

CYBER-TERRORISTS DON'T WEAR NAME

)

TAGS. !

There's no way to tell in advance who will vandaize an information network, hack into a database,
pull the plug on an ISP or find some other way to devastate your clients’ e-business. That's why
you need the full range of services that e-Sher™" provides through their unique partnerships with
specialists in e-business insurance, risk assessment, loss prevention and loss mitigation.

e-Sher is a new facility created by Sherwood Insurance Services one of the nation's foremost
wholesale brokers. e-Sher offers customized approaches to insuring the exposures inherent in
doing business electronically. The coverages >ffered by e-Sher fill many gaps that traditional

insurance policies don't cover.

e-Sher is the program administrator for a leading national insurer whose state-of-the-art
e-commerce program can accommodate sophisticated risks with unique coverages, specifically
designed to meet their special needs. This includes coverage for first-party losses and third

party liabilities.

To learn more about the e-Sher program and to submit a preliminary application, contact
Phil Pierson at Sherwood Insurance Services at 949-477-6646 or Philip_Pierson@shrwd.com.

will begin measuring reductions in the
number of lost-work days. Eighty-five
percent of the health care providers
said they planned to use such an ap-
proach to measure the effectiveness of
programs.

With regard to measuring reduc-
tions in the frequency of lost-time in-
juries, 73% of health care providers
said they were using or planned to
adopt such an approach. For each of
the other respondent groups, however,
that figure was at least 85%.

The preferred approaches were to
calculate the ratio of lost-time to total
claims and to measure the utilization
rate of modified duty.

“These responses suggest that stake-
holders have come to recognize that
modified duty must be implemented
quickly to prevent an injury from be-
coming a lost-time injury,” the sur-
vey's authors observed.

At least 85% of the respondents in
each of the groups surveyed said they
are measuring or will be measuring
the effectiveness of their disability
management programs in returning
workers to pre-injury functioning,

But while the stakeholders agree
that returning workers to pre-injury
functioning is one of the chief goals of
workers comp programs, there was no
consensus as to how it should be mea-
sured. Respondents reported a rela-
tively wide range of measurement
techniques, including utilization of
modified duty, duration of modified
duty and physical-capacity testing.

“The wide range of techniques used
may suggest the difficulty of reducing
this measurement to numbers,” the
survey’s authors said. “The goal of re-
turning workers to pre-injury func-
tioning is not easy to measure as few, if
any, claims and medical case manage-
ment systems specifically record infor-
mation about the job to which the in-
jured worker returns.

“Consequently, a true assessment of
whether a worker has been restored to
pre-injury functioning will be difficult
to make without a more determined
and coordinated effort to capture and
report the needed information.”

Consultants and managed care
providers were much more likely to
measure claimant satisfaction than
were employers, claims payers and
non-managed care health care
providers. Eighty-four percent of con-
sultants and 81% of managed care
providers said they were using or
would use this performance measure.
By contrast, 74% of employers, 71% of
health care providers and 65% of
claims payers said they were using or
would use this measurement.

Consultants and managed care
providers also were more likely to say
they would make measurement of em-
ployer satisfaction a priority in the
next three years. Ninety-five percent
of consultants and 90% of managed
care providers said they were using or
planned to use this measurement. By
comparison, just 74% of claims payers
and 84% of other, non-managed care
providers said they would use this
measurement. Employers were not
asked to respond to this question.

With regard to measuring satisfac-
tion, interviewing claimants while
their claims were active and conduct-
ing annual surveys of employers were
the preferred approaches.

At least 74% of respondents in each
of the stakeholder groups said they are
measuring or will be measuring com-
pliance with state and federal regula-
tions. The preferred measurement
techniques included internal and ex-
ternal reviews of compliance.

The survey will be published in the
Fall 2000 issue of the Journal of Work-
ers Compensation. Those interested in
participating in the next survey should
contact Mr. Rousmaniere via e-mail at
pfr@rousmaniere.com and ask to be
included.
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Costs

Continued from page 3

greater thar 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 maintsining redundant em-
ployees who would not be neces-
sary if otter 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 an eye toward how the
management of disease will affect
lost time and productivity.

Some emrployers 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 ‘“Stretegies 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 cf 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 tha" 45% now integrate ben-
efits or ars 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 -elies on review-
ing benchmarks for claims out-
comes and profi’ing the practices
of medical providers, explained
Frederick E. Scardellette, vp-dis-
ability managem=nt and market-
ing for Philzdelphia-based Intra-
corp, a provider of disability and
health care raanagement services.

That includes reviewing the
treatment provicded to an employee
population and how those freat-
ments match injury diagnoses.
Such information can provide a
way to compare an individual
physician to his or her peers. It can
also identify inapproprizte treat-
ments and educate docters about
what they can do to lower costs,
Mr. Scardel_ette said.

Intracorp begins the p-ocess by
evaluating “diagnostic groups,”
such as musculcskeletal injuries,
among empioyees. In that way, In-
tracorp can determine which diag-
noses are driving frequency or
cost.

“Once we have a good dicture 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.”

Understending individual costs
within workers compensation pro-
grams, such as medical expenses,
is a vital stap toward ber:efits inte-
gration, the speakers said.

The University of California Of-
fice of the President has been at-
tempting {o ga:n a betfer under-
standing of its medical zosts, said

oo

Barbara A. Pelletreau, manager of
the university system’s workers
comp program, which is based in
Qakland, 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. thz organization’s
workers comp costs are ebout $126
million annually includ:ng claims
reserves. To hzlp recuce that
amount, the uaiversity system
found 32 events, or “sticking
points,” that drive up claim costs.

For six months, the aniversity
system tracked :is 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 :reatment,
Ms. Pelletreau said.

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

After six months, the university
system found its efforts weren’t
producing measurable savings or a
reduction in emplovee absence. So
the university then narrowed to
four the number of cost-driving
events to which it appli=s its front-
loading activities.

The four events are those that
the university is certzin will re-
duce costs if managed properly.
They are: a d:agnosis 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 to determine the lev-
el of savings produced by the pro-
gram, Ms. Pelletreau szid.




Legal pitfalls in workers comp medical care

Putting employee first is crucial: Experts

By ROBERTO CENICEROS

MARINA DEL
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or worker dropped a comtete
block on his foo:

A nurse bandaged the injury,
and, seve ays later, the worker
poured be vot, thinking
the alecohol \wu]rl disinfect the
wound and help it heal. But the
worker was a di t1c who had not
been ta km}_, his

ter Ct)uM nt treat-
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Cheryl Wilke. a partr
Lauderdale, Fla., offi
& Culbertsr_m Th use, Ms.
ng 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-
i nsultant who addressed the
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ITier.
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arrangement to sue that doctor.
Nar did the claim:

So, for all of th
fits presented by
“from a litigation standpoint,
sometir you have to be v
careful what you wish for,”
Wilke said.

Other panelists told the confer-
enee to avoid problems by educ
ing their workers comp
submitting claims y fo
nev review, and acting as advocates
for injured emplovees.

d often that (employers)

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 if1 the San Francisco area.
“When ( ker becomes) injured
hou that injured employee
tod to a sidetrack. Peo-

licate with them.

poiential bene-
managed care,
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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-

empl

al pr

y : fantasizing about

killing himself and people at work.
“So not only d1d it become an in-

dustrial injury j

place safety 1 AIME.

said.

The loss evolved into a mess

psychi:

orders had to be obtained

the employee. Emp

a vital role in creating

ment that welcomes injured work-

ers back on the job, Ms. Skelton

I%I{elton

't abrogate that (role),” she
said. “Don’t delegate that. Be a
with the claims
ing a y and make sure
re following up with the in-
jur ed worker.”

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

O’Day, Merklinger, Wallace &
Me

“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-

P e

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 qu
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 shnuld be
able to be done very qu

The response of doctms is impor-
tant in determining whether an

ill recover and return to
work quickly or become a habitual
user of the system, said Patricia
Jean Clisham, an attorney at HaH
& Evans in Denver. An emp]
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
semethmg 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.
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New programs must have support of key people

By MEG FLETCHER

MARINA DEL REY, Calif —In-
volving key people in the implementa-
tion of safety and lcss prevention
strategies is crucial to the success of
the process, two loss control experts
say.

That approach was fundamental to
the establishment of the Maine Era-
ployers’ Mutual Instrance Co. in 19¢3,
which was mandated by the state’s
1992 reform act, said John T. Leonard,
who has been president and chief ex-
ecutive officer of the insurer since -ts
inception,

The reform sougkt to re-establist. a
viable workers ccmp marke:place
from the ruins of the previous system,
which collapsed fo a variety of rea-
sons, including artificially suppressad
rates and excessive costs.

“The thing that we needed to do was
to get people back involved. We had to
get pecple, bota workers and employ-
ers, to oay attention to tkings that are
really important—the welfare of
one another,” Ir. Leonard
said at a session of tke ;T
Eighth Annual Business 1
Insurance Workers
Compensation  and

Disability Manage-
ment Conference,
held earlier this

month in Marina del

+ THE EIGHTH ANNUAL +

WORKERS COMPENSATION  quco oo
- ANC v e
DISABILITY MANAGEMENT

frequency anc severity of Imjuries,
which significantly impreved those
statistics and the mutual insurer’s fi-
nancial picture.

Before implementing such pro-

grams, though, “yoa must

b understand the irdustry,”

4 Mr. Leonard empha-
sized.

The loss control
program imp_ement-
ed for the ‘ogzing in-

isisted of
several elements. For

Rey, Calif. - CONFERENCE . example, workers

When MEMCC was es- - o were requirec to attend
tablished, the Maine em- y i a live-day train-ng pro-
ployers’ injury rates and gram which included in-

workers comp prem-ums were

double the national average, he saic.
But a series o- -ndustry-specific loss
control programs grea:ly reduced tha

stzuction in the use of =quipment

and an eraohasis or. the need for ag-
gressive loss coatrol “echnic aes.

A similar emphasis on lcss control

strategies also reduced losses in the
construction industry, part-cularly on
& large Sridge construction project be-
tween Portland and Soutk Portland,
Mr. Lecnard said.

During that project, Longmont,
Colo.-based Flatiron Structures Co.
L.L.C. was comm:tted to “a 100% fall
protection policy,” according to infor-
mation from MEMIC. Essentially, the
company required bridge workers to
use a horizontal lifeline svstem, and
that system prevented serios injury to
one worker who slipped from the
bridge deck. He was briefly knocked
unconscious, but his retractable lan-
vard stopped his Zall just four feet be-
neath the structural girders.

Getting key people involved also
helped prevent losses and improve
safety procedures at a steel mill that
had been experiencing 14 accidents
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per month, costing the company mil-
lions each year, said Robert S. Ander-
son, president of The Worksafe Group
Ire., a risk management consulting
fi-m in Laguna Hills, Calif.

One key step in the implementation
of that program was getting line man-
agers and union employees to work to-
gether to improve safety, he said. Oth-
er components of successful safety
programs include focusing on and
measuring results; developing user-
friendly safety and loss control manu-
als; and training.

In general, individuals’ unsafe ac-
tions cause 90% of all accidents, Mr.
Anderson said. Therefore, it is impor-
tant to assess behavior and try to edu-
cate employees about the proper way
to work safely.

Unfortunately, employers often
“won't invest in safety until they un-
derstand the bottom-line savings,” he
said. Those savings stem from fewer
workers comp claims, more produe-
tive use of workers and facilities as
well as savings on legal and inspection
costs, he said.

“We've got to get their attention by
focusing on bottom-line savings,” he
said.

More than
250 attend
conference

MARINA DEL REY,
Calif.—About 260 people at-
tended the Eighth Annual
Business Insurance Workers
Compensation and Disability
Management Conference,
held Oet. 16-18.

Attendees also were able to
attend a private, employer-
only roundtable discussion
and to participate in a pre-
conference golf outing as part
of the two-day conference at
the Ritz-Carlton Hotel in Ma-
rina del Rey, Calif.

The conference, presented
in conjunction with the Inter-
national Business Forum of
Rockville Centre, N.Y., con-
sidered several significant
concerns, including strategies
for reducing health care costs,
the management of liabilities
created by changing employ-
ment relationships, and pro-
posed restrictions on an em-
ployer’s access to a worker's
health information.

In addition, attendees heard
several workers comp attor-
neys discuss wayvs to avoid
problems with claims, and
winners of ergonomics
awards explained how their
programs reduced work-re-
lated musculoskeletal disor-
ders. Other speakers and pan-
elists discussed ways to com-
bat fraud, to measure the per-
formance of employers’ work-
ers comp programs and to im-
plement innovative technolo-
gies that save money and em-
power workers.

The interactive format,
which included presentations
by individual experts and
panels, allowed attendees to
pursue answers to their spe-
cific questions.

Planning for next year's
conference is still in the
works. For more information,
contact the International
Business Forum at 516-594-
3000.
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Risks

Continued from page 2

is chemically bound has been and re~
mains one of the main risks that Syn-
crude has fo manage, he said.

“Cost remaing one of our key chal-
lenges and risks—and especially sa,
since we exert no influence at a1} over
the selling price of our product,” he
said.

Consequently, Synerude's interest
in risk management is to a large ex-
tent driven by cost, Mr. Carter said.

“It's not the only (factor), but it's a
big one. We would not be a business
success today—and we are a suc-
cess—if we had not been able to con-
tinually drive our costs of production
down,” hesaid.

Syncrude broadly defines risk as
“the chance of a loss occurring,” Mr.
Carter said. So, managers need to
consider the odds of an unplanned
loss happening and the company’s
tolerance for those losses, he said.

“When you look at it that way, risk |

management becomes a system for
redueing risks to people, assets, prot-
its and the environment—ultimately
for the purpose of avoiding business
loss,” he said.

In Jarge organizations, risk man-
agement must begin by continually
examining day-to-day operations to
see what risks are “lurking beneath
the surface,” he said.

To instill a sense of risk manage-
ment, all employees at Syncruds are
given a laminated card that Lists five
key questions: Why am I doing this

task at all? What could go wrong?

How could it affect others or me?
How likely is it to happen? And what
can I do about it?

When emplayees identify concerns,
they have to be confident that senior
managers will listen to their input
and respond appropriately, Mr.
Carter said.

Taking the risk assessment process
to another level, the company also
holds meetings of small groups of
employees from a variety of positions
to share information and identify
risks, he said.

“These risks are then quantified to
the extent possible, ranked, and ac-
tion is taken within the group to mit-
igate risks of the job or the change in
work,” Mr. Carter said.

Any significant risks that are iden-
tified generate a broader, company-
wide response, he said.

In addition to risk identification,
the company has implemented a risk
monitoring system that is designed to
highlight any abnormalities in pro-
duction, he said. For example, if pro-
duction levels fall, that might indi-
cate a problem with operating ma-
chinery that needs to be addressed to
increase production and prevent an
equipment failure, he said.

Once risks are assessed and morni-
tored, the company strives to control
themn, Mr. Carter said.

“Risk controls may include safety
barriers, spare parts, new designs,
safety equipment, procedures and
even additional training. The deci-
sion to outsource part of our business
is, in effect, a risk control,” he said.

Effective risk management is nec-
essary to preserve lives, butitis alsoa
way toreduce costs, Mr. Carter said.

For example, Synerude’s current
workers compensation assessment is
40 cents for every hundred dollars of
payroll; it was twice that 10 years
ago, he said.

And in a tight labor market, a low
injury record makes a company 2 de-
sirable place to work, Mr. Carter
said.

“I don’t think I can overrate the
competitive edge this gives to us,” he
said.

Taking a broader view of risk man-
agement can also lead to reduced in-
surance costs while improving an or-
ganization's coverage, said Peter
G.M. Cox, chief financial officer of

United Grain Gmwers Ltd in Wm—
nipeg, Manitobz.

When UGG reviewed its main naks
over a three-year period in the late
1990s, it concluded that it had geed
rick controls, good risk monitoring
procedures, and sufficient traditional
insurance coverage, he said. -

By 1999, thecompany had a 30% = - _ ‘
' ‘The decision to

five-year average ratio, and de-
spite the fact tha
33% reduction in premivims over that
period, it concluded that given the
reiatively few claims, it should re-
views its insurance program to chtain
more cost-effective coverage, he said.

session,” Mr, Cox said.

it pulled abotit 20 people in various
positions from across the company to
consider anything thing that could
lezd to a severs loss to UGG, he said.

And the grour- concluded that the
lergest risk UGS faced was one it
had no control ever—the weather,

For example, following a 1985

T
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" drought, UGG’s grain ha_ wdling vol-

ume dropped 20%. and the compa-
ny’s prefits dropped oy $18 million.
And ir 1989, afte znother drought,
grain '-mndlmg dropped 18%, and
profizs fell hy $16 million, Mr. Cox

© said.

outsource part of our
business is, in effect, a

_risk confrol,” says Jim
- Carter.

*So we had 3 risk brainstorming -

On average, the company saifered
from a drought evzry 12 yeass, he
said.

“The at‘:ﬂude in zhe industry kad
been that thds is one of the risks that
you hava in the grain business and
there's nothing you zan dc aboat 2"
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But UGG presented its dindings tc
its hroker, Willis Group Ltd., wkick
suggested that UGG buy an integrat-
ed entarprise risk program with cov-
erage for weather-relatzd losses, Mir.
Cox said.

Al the time, the company h.ad in
place a series of property and casual-
ty policizs, esch with itz own de-
ductibles and loss experience, he
said.

“IWe had several progrsms where
we had zero losses, but we still had to
pay the premiurn and we were not

able to trade that good expatience off

on poorer experience cn ather pro-
grams,” Mr. Cox said.

By integrating abott 23 of the
property/casualty policiss, UGG was
able to include some zoverage for
weather-related grain kandling cov-
erags in a three-year program for
only a 5% premivrm increase, he szid.

The company also raised its aggre-
gate deductible level in returm for a

e
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lower premiusmn, Mr. Cox said.

“If we had raised the ceducsibles
on our traditional programs to the
same level as the integrated program,
we would no'. have seen a premiam-
costs benefit. because we were al-
ready hitting the minimums or. Dre-
miums for each of the t-aditional
programs,” he said.

The end reszalt was that UGG re-
duced its lonz-term cost of risk. in-
cluding the risk for its bigges: and
previously un-nsured risk, Mr Cox
said.

The program also reduced the
compan®'s earnings volat:lity, de-
creased the amaunt of capitel it need-
ed to gusrd agzainst drought losses
and increasec the financial leverage
of the compary, he saic.

‘“I'ne combination of those factors
all have potential to incr=ase our
share prize,” /1. Cox 4

Peter Watson, an indepénden: risk
management consultant basec in Bd-
monton, modarated the sess.on. [EN




Chief risk officer should be temporary role Panel

By GAVIN SOUTER

EDMONTON, Alberta—The posi-
fion of chief risk officer in a cor
tion should be & temporar
ment if i
panel ¢
If the role of a CRO is
risk management throughout an or-

does that effectively should resume
other duties once that task is com-
pleted, they sa
That was one of several topics dis-
cussed in a wide-ranging panel dis-
cussion at the Canadian Risk & In-
surance Management Soci
nual conference. held in Edmonton,
Alberta, earlier this month.
“Anv CRO’s major
should be to put him- or h
of business,” said Craig Lowery, vp-

bjective

finance at TD Canada Trust in
Toronto.
If a CRO successiully creat

ture of risk management within an
organiza-
tion, then
once that
has task
been
achiev
there
should be
no need
to have a
CRO
tinually

of an orga-

!
i
!

EC n(wsa‘ }

challenging the p-o
nization, Mr. Lowery saic
“It’s a short-term joh,”
gy Stirrett, the form r serior dire
for risk management at Petro-Cana-

da in Calgary, Alberta.

‘eed Peg-

The crm('Lpt 01 a CR o

ad large @rposures with the
tential for systemic failure, Ms. Stir-
The executive a qlgned

the position had the rc
picking” the best practic
parts of an organization and appls

hem in other areas, she said. But
once that exercise has been success-
fully implemented, Ms. Stirrett said,
the CRO’s role

And the ¢ fa posit'on in

that 1001\:, acros

that is a bit of a fallac
plex business that w
in,” he said.

of who determines the
become
tInsurance

ave a higher risk tole
said.
In nther cases the 7 will determme

economic sense to buy the coverage,
Ms. Stirrett said.
“Rather than ride cycle

vith how they man-
msmeqq and enables them
and that they don’t need

insurance,” she said.

Properey e Liahility Insuraace ¢

5, corpora tl 0Ons may

t to buy di G
wance, he said.

a compat
mifv 1‘{5 directors,

ed. And Canada Trust

ant ils directors to feel that

rersified approach
when deciding whether risk manage-
ons and actions can be

with individual areas of an organiza-
tion and must be managed in a de-

it leaves to its individual units, said
Rlchaul J. Cutfield, manager, busi-

Cledlt n'skb for example, are man-
aged centrally, but other risks of the
individual units are managed locally
Mr. Cutfield said. And some ris
that have been managed locally are
now being looked at from a central-
ized point iew, he said.

“We had bad results on our weath-
er derivatives, and that was because
we did not have a portfolio appr

to look at that,” Mr. (_ut

session was moderated b
William McGannon, an independent
gement consultant in Cal-

CRIMS
attendance
tops 500

EDMONTON, Alberta—The
Canadian Risk & Insurance Man-
agement Societ 5th conference
drew 535 del es to Edmonton,
Alberta.

The conference, held Oct. 15-18,

featured four

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 Vancouv
given the Donald M.
Award, which recognizes
standing contributions to risk
management in Canada.

Richard W. Whitehouse, direc
or, risk management and insur
2 division at the Alberta Tx

in Edmonton,
‘erence.




24 / Business Insurance, October 30, 2000

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
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 2&th conference of
the Canadian Risk & Insurance Man-
agement Society, held earlier tais
month in Edmonton, Alberta.

Recent court rulings in Canada, in-
creased med:a attention, society’s
growing intolerance for
abuse znd discrimina-
tion, and a more liti-
gious climate all have
contributed to an in-
crease 'n claims, said
Ronald R. Nelson, a
partner at the Ecmon-
ton, Alberta-based law
firm Brownlee Fryett.
“And there is less stigma
associated with ciaims,
so people are coming forward, and
there is a bacxlog of old abuse cases
coming to thes forefront now,” Mr.
Nelson said.

Recent cases decided by the
Supreme Court of Canada have
helped establish the condit-ons 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. INelson sa:d.

In July 1999, Canadas highest
court rulad in twc abuse cases to de-
termine whether the organizations
involved could be held vicariously li-
able, he said.

The first case irvolved a nonprofit
orgznization that operated two resi-
dential care facilifies for emotionally
troubled children. The wcrkers had
to carry out intimate duties, includ-
ing helping to bathe the children and
tucking them in at bedtims, and one
of tke organization’s employees sexu-

ally abused some of the children.

In the secord case, a boys' and
girls’ club employed a program direc-
tor to supervisz volunteer staff and
organize recreational activities. The
program director sexually abused
some of the children outside of work
hours.

Ruling in the two cas=s, the court
said that courts hearing abuse cases
should consider whether an employ-
er's empowerment of én employee
materially increases the risk of a sex-
ual assault, Mr. Nelsor. said. It set
forth certain factors that should be
considered in making that determi-
nation, which were: opportunity; fur-
therance of zn employer's aims;
whether the act relatec to friction,
confrontation or intimacy inherent in
the enterprise; the exten: of power in
relation to the victim; and the vulner-
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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 1i-
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 all it could
to prevent the abuse, Mr. Fetter said.

The first risk management tool that
should be used is a sexual harass-
ment and abuse poliey, 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 writing, 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 erim-
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. | BI |
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HSE

Continued from previous page
want to be named in this way,” he
said. “Of course, I would much
prefer health and safety failures
not to occur in the first place—and
much of what the HSE does is
aimed at prevention. But when
breaches do occur, I make no
apologies for naming those respon-
sible,” he added.

The publication of the report and
tke launch of the database marked
a move toward greater openness,
he said.

The report and database list the
names of companies prosecuted,
the laws or regulations breached,
the outcome of hearings they faced,
and fines or other penalty imposed.

The HSE said it also hopes to be-
gin publishing a list of local au-
thorities found guilty of health and
safety breaches next year.

The HSE said it prosecuted 1,133
cases of safety violations against
private companies in the 12
months ending March 31, 2000.
This figure was up 9% from the
previous fiscal year. The 1,133 cas-
es involved a total of 2,253 individ-
ual violations—a figure that is 28%

higher than 1998/1993.

Mr. Walker pointed out that the
prevention of workplace accidents
is an important role for the HSE.
During 1999/2000, the HSE issued
6,954 improvement notices to com-
panies—up 9% from the previous
year, which in turn, had been 44%
higher than the year before that.
These notices are warnings to com-
panies failing to meet HSE safety
standards. “We must not tolerate
an attitude that assumes accidents
are inevitable,” he added.

Mr. Walker criticized the size of
fines being handed down by the
U.K. courts for health and safety
offenses, including the ones
brought by the agency.

“Health and safety crimes cause
pain and distress to the victims and
their families. In 1998, the Court of
Appeal stated that fines for health
and safety offenses were too low. I
agree; yet since then there has been
only limited progress—with the
average fine wunder £7,000
($10,150),” he said. “Society has a
right to expect that, when a busi-
ness or individual is found guilty,
the penalty handed down by the
courts reflects the seriousness of
the offense. This is simply not hao-
pening enough,” he said.

Mr. Walker said that the HSE
welcomes a proposal to create a
new criminal offense of corporate
killing, which would make it easier
to win manslaughter convictions
against companies where workers
are killed due to safety problems.

“In addition to the courts exact-

- 1.
‘l am...disappointed that
the improvements seen
in the previous year have
not been maintained,’
says Bill Callaghan.

ing stiffer penalties under existing
law, we need tougher new penal-
ties and more widely available
prison sentences,” he said. “I am
also hopeful that the government
will proceed quickly te introduce
the proposed manslaughter legisla-
tion, which will create a new of-
fense of corporate killing.”

The launch of the HSE database
and report coincided with the pub-
lication of the Health and Safety
Commission’s annual -eport and
the HSE's accounts for 1999/2000.

The HSC is an affiliated body that
proposes safety laws and regula-
tions to the government.

The HSC report predicted that
the number of fatal injuries to
workers was expected to fall in fis-
cal 2000/2001 —to 218 from 253
the previous year.

But the picture across industry
sectors was varied, said Bill
Callaghan, chairman of the HSC.
“In construction, the fatal injury
rate for workers has increased by
18% from 3.8 to 4.5 per 100,000
workers. I am, of course, disap-
pointed that the improvements
seen in the previous year have not
been maintained,” he said. “But in
agriculture and manufacturing, the
fatal injury rates have fallen by
19% and 38%, respectively. I hope
this signals the beginning of a
downwards trend in these indus-
tries.”

Mr. Callaghan said that the HSC
continues to work toward the tar-
gets set out in the government’s
“Revitalising Health and Safety
Strategy Statement,” published in
June. These goals are to: reducs the
number of working days lost per
100,000 workers from work-relat-
ed injury and ill health by 30% by
2010; reduce the rate of fatal and

major industry accidents by 10%
by 2010; reduce the rate of cases of
work-related ill health by 20% by
2010; and achieve half the im-
provement under each target by
2004. Mr. Callaghan said that, in
the coming year, he would be ask-
ing stakeholders what they could
do to help meet these targets. In
January 2001, the HSC will hold
its first-ever open meeting to invite
comment from stakeholders, he an-
nounced.

Mr. Callaghan said that he want-
ed to “make sure that health and
safety was not seen as a drain on
industry.”

He said the government would
be working closely with industry,
trade unions and other bodies to
raise the profile of the importance
of health and safety. “Events like
railway accidents bring health and
safety into focus,” he said, alluding
to the fatal Hatfield rail accident
of Oct. 17. “But there are many
other things that do not make the
front pages,” he said.

Mr, Callaghan said he felt it
would be inappropriate to make
any comment on the Hatfield dis-
aster until a thorough investigation
into the causes of the crash was
complete.

Rail

Continued from previous page

sponsible for inspecting the track
where the accident occurred. A memo
from Railtrack to London-based Bal-
four Beatty leaked to the press last
week revealed that, just weeks before
the accident, Railtrack’s northeast di-
rector had described Balfour Beatty’s

work at the Leeds, England, station
as “shoddy” and said the company
should be “read the riot act.”

On Oct. 25, a train derailed at Vir-
ginia Water in Swrrey, Englard.
Three people were treated for minor
injuries. On Oct. 17—the same day as
the Hatfield crash—a train on the
Virginia Water stretck. of track collid-
ed with a bus. No injuries were re-
ported.
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Privacy

Continued from previous page
executive officers, said she broad-
ly agreed with the proposed draft
code.

The draft code was made public
in the same week that “he shadow
home secretary, Ann Widdecome,
demanded “zero tolerance” of the
use of “soft drugs.”

Ms. Widdecome, a Member of
Parliament from the opposition
Conservative Party, proposed au-
tomatic fines of £100 ($145) for
anyone found to be using such
substances.

In addition, the announcement
of the draft code came the week
after British Airways P.L.C. an-
nounced it would introduce com-
pulsory alcohol and drug testing
of its staff, following allegations
of alcohol abuse among flight

Crews.

The allegations were made by
the makers of a television docu-
mentary, Dispatches, who claimed
to have footage of a British Air-
ways pilot consuming alcohol be-
fore a flight.

The television program, which
aired on Oct. 12, showed a pilo:
reporting for duty on a flight from
Barcelona to London’s Gatwick
Airport after he had allegedly
consumed 10 pints of beer and
slept for only three hours.

Eleven pilots and three cabin
crewmembers have been suspend-
ed by the Hounslow, England-
based airline pending an internal
investigation.

“British Airways takes any po-
tential breach of security very se-
riously. We have launched a for-
mal investigation and have noti-
fied the Civil Aviation Authority,
the United Kingdom’s civil avia-

tion regulator, of the allegations
and the actions we are taking,”
David Hyde, director of safety at
British Airways, said in a state-
ment.

British Airways also said it

would talk to the main trade
unions involved—the British Air-
line Pilots’ Assn. and the Trans-
port & General Workers’ Union—
about how the airline’s plans for
drug testing might be implement-
ed and what appeals process
would be put in place.
. Under the Human Rights Act,
an employer cannot force an em-
ployee to take a drug test unless
the terms of the employment con-
tract contain a drugs or alcohol
clause that makes it clear that
staff will be expected to comply
with such tests where there is rea-
sonable belief that health and
safety regulations are being bro-
ken.
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Storms

Continued from previous page
surers was not sufficient to absors
the losses arising from Lothar. Some
French insurers ran into solvency
problems due to this factor and their
individual capitalization,” the report
noted.

Meanwhile, deterioration in the
prices for non-proportional Eurc-
pean storm coverages has been severe
since 1994.

“Prices in the major earthquake
and hurricane markets have halved
since 1994, whereas in Europe (prices
for catastrophe coverage) have
plunged to virtually a third of their
previous levels, leaving price struc-
tures at an entirely inadequate level
from an underwriting perspective,”
the report states.

Zurich-based Swiss Re maintains
that prices for European storm cover-
ages “should clearly be at twice the
current level.” It also argues that in-
surers should impose greater de-
ductibles on their policyholders for
storm losses.

“Appropriate deductibles help to
exclude minor damage and motivate
the policyholder to prevent or miti-
gate losses. Today, however, most de-
ductibles are far too low to bear any
significant etfect, averaging only
some $100 in many European mar-
kets,” according to the report, which
noted that a deductible of about 1%

of the sum insured would cut losses
and claims filed by about 50%.

While the report acknowledges
that “global warming is a fact,” it
adds that it is too early to tell whether
an increase in Earth’s temperature
will result in more European storm
losses. But it states that other effects,
such as those from the El Nino, the
periodic warming of the equatorial
eastern Pacific, can be proved to have
an effect on the climate.

The winter climate in Central Eu-
rope, especially in regard to tempera-
tures and winds, is closely related to
the air pressure conditions over the
North Atlantic, the report explains.

Swiss Re and EQECat Inc., an
Oakland, Calif.-based catastrophe
management company, have devel-
oped a computer model, known as
EuroWind, that is designed to assess
the storm risk in Europe. EuroWind
covers the United Kingdom, Ireland,
France, Germany, Denmark, Swe-
den, Norway, Belgium, Luxembourg
and the Netherlands.

The calculations are based on the
reconstruction of about 180 historic
winter storms that date back to 1947.

®

Copies of the report “Storm over
Europe” are available from Swiss
Reinsurance Co., Economic Research
& Consulting, P.O. Box CH-8022,
Zurich, Switzerland. A summary of
the report can be downloaded from
Swiss Re's Web site at www. swis-
sre.com.
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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 asility 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 197th 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 diversifizd financial companies
that have become more common af-
ter the passzge of financial services
modernization legislation last year,
predicted Joel Wood, senior vp-gov-
ernment 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 ths 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 Brokers 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 ragulation, 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-
Lon.

“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 vp-federal affairs
for the American Insurance Assn. in
Washington.

“We anticipate our priority issues
next year, regardless of who wins,
will include 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
concernéd 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. Dingell and Charles Norwood,
R-Ga.—which would allow partici-
pants in managed care plans fo 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 lot 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 unifar-
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 en
congressional action, said Mr. Wood
“That is clearly an area where Gav.
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. “Signifi-
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.  [E[J
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Court races, ballots watched by business

Voters in several states on Nov. 7
will cast their ballots for elected offi-
cials and a range of issues of impor-
tance to employers and insurers.

Citizens in several states will deter-
mine the political makeup of their
highest courts, which will directly in-
fiuence how those courts rule on a va-
riety of business issues.

In some states, voters are being
asked to decide workers compensation
and health care-related measures. And
in a handful of states, voters also will
cecide how their states’ share of the
landmark tobacco liability settlement
is to be spent.

Judicial races

The outcome of judiciary elections
in Alabama, Michigan, Mississippi
and Ohio will shape the ideology of fu-
ture court decisions in those states.

Employer and insurance industry
groups in Ohio are working to defeat
incumbent Supreme Court Justice Al-
ice Robie Resnick, D-Toledo, whom
they say is part of the court’s anti-
business majority.

Instead, those groups back Judge
Terrence O’Donnell from Rocky River,
a Republican and a member of the 8th
District Court of Appeals who is de-
seribed by the Ohio Chamber of Com-
merce as “an ardent advocate of judi-
cial restraint.” Several other business
and insurance industry groups en-
dorse Judge O’Donnell.

But Justice Resnick insisted in an
interview that “the characterization
that I am anti-business is untrue, un-
founded and not supported by my
record” during her two previous six-
year terms. Her supporters include tri-
al lawyers, labor unions, educators
and law enforcement personnel.

Employer and insurance industry
groups also support re-electing incum-
bent Justice Deborah Cook, R-Akron,
to her second six-year term. Her oppo-
nent is Timothy Black, a Hamilton

Country municipal court judge whose
supporters include Democrats, trial
attorneys and labor unions.

The Risk & Insurance Management
Society Inc. is keeping an eye on the
Ohio Supreme Court race, because
“the court is closely dividad, and two
recent decisions have caused signifi-
cant concern for the business commu-
nity,” said Daniel Barry, director-gov-
ernment affairs in New York. One
Ohio decision overturned an extensive
tort reform law, and the other held
that an employee was covered under
an employer’s insurance policy even
though the employee was involved in
an auto accident outside of the scope
of employment, Mr. Barry said.

In Michigan, voters will decide
whether to maintain the 5-2 conserva-
tive majority on its high ccurt.

Three Republican incumbent jus-
tices up for re-election—Stephen J.
Markman, Clifford W. Taylor and
Robert Young—have the support of
the National Assn. of Independent In-
surers. The NAITI is concerned that tort
reforms enacted in Mich:gan in past
years could be in jeopardy if the court
loses its Republican majority.

According to a spokeswoman for
the American Insurance Assn. in
Skokie, I, the current court promotes
a healthy business environment.

“Rulings tend to support their abili-
ty to conduct business with limited
government intervention. All three in-
cumbents are endorsed by the Michi-
gan business community,” the
spokeswoman said,

A Republican majority on the high
court also is being challenged in Al-
abama, where five of nine Supreme
Court justices are up for re-election.
That court’s recent decisicns to reduce
several large jury awards have helped
to change the state’s previous reputa-
tion as a venue for large jury awards.
Currently, the court has five Republi-
can justices and four Democrats.

In Mississippi, the business commu-
nity is closely following four races for
seats on the state Supreme Court and
one state appeals court race.

Business groups, who say that Mis-
sissippi is starting to get a reputation
as a plaintiff-oriented state, maintain
that the election of the candidates they
support could make the difference in
having a balanced judiciary.

“These are very important races,”
said Ron Aldridge, state director of the
National Federation of Independent
Business in Jackson.

Pro-business candidates for the four

Mississippi Supreme Court seats that
are being contested include: Lenore
Prather, the current chief justice and
the state’s first woman Supreme Court
justice; Kay Cobb, an incumbent
Supreme Court justice and a former
state senator; Jim Smith, an incum-
bent Supreme Court justice; and Cir-
cuit Judge Keith Starrett, who is op-
posing Oliver Diaz, an incumbent
Supreme Court justice and former
state representative.

Mississippi’s appellate court race
pits the incumbent, D. Rock Moore III,
against David (Tony) Chandler, a
plaintiffs’ attorney and former public
school teacher and counselor.

Workers comp ballots

A workers compensation-related is-
sue is on the ballot in Montana. The
Legislature is asking voters for the sec-
ond time to allow the state’s Board of
Investments to invest assets of the
Montana State Fund—the state’s comn-
petitive workers compensation insur-

ance fund—in private corporate capi-
tal stock. )

Voters rejected the Legislature’s
first attempt to give the board this in-
vestment option in 1996. Unlike that
earlier effort, the current measure.
S.B. No. 23, would limit stock invest-
ments to 25% of the book value of the
fund’s total invested assets. The fund’s
invested assets currently total about
$558 million, according to a func
spokesman. If approved, the measure
would become effective Jan. 1, 2001.

The Montana fund provides worx-
ers comp coverage to about 23,000, or
76.7%, of the state’s 30,000 businesses.

In North Carolina, an issue that will
have a direct impact on workers com-
pensation—whether to institute a
statewide ergonomics standard—di-
vides candidates for the position of
state commissioner of labor.

Democrat Doug Berger, deputy
commissioner of the state’s Industrial
Commission, favors establishing a lim-
ited ergonomics standard. But his
GOP opponent, state Rep. Cherie
Berry, argues that imposing even a
limited standard would discourage
economic growth in the state.

Health care ballot

Health care reform is on the ballot
in Massachusetts, where voters will be
asked to decide whether to establish a
statewide universal health plan. If bal-
lot initiative No. 5 is passed, it also
would prohibit non-profit health or-
ganizations from converting to for-
profit plans.

The initiative also proposes that, be-
ginning Jan. 1, 2001, health insurers
guarantee certain rights to pasients
and providers. Among those rights
would be allowing health care profes-
sionals to make medical decisions in
consultation with their patients, al-
lowing patients medically necessary
referrals to specialists, and limiting
and mandating disclosure of contracts

between insurers and providers that
create financial incentives to delay or
limit care,

Miscellaneous ballots

Allocation of one of the biggest legal
settlements ever—the $206 billion set-
tlement between tobacco companies
and 46 state attorneys general—will
be decided in voting booths this year,
as states consider how to distribute
their windfall.

Voters in six states—Arizona,
Arkansas, Montana, Oklahoma, Ore-
gon and Utah—will decide how to use
their share of the tobacco money.

Most states would use part of the
proceeds to finance health care pro-
grams and a variety of wellness initia-
tives. These states differ, though, in the
degree to which their funds are ear-
marked exclusively for these purposes
or are available to meet other state
spending needs.

In West Virginia, a ballot initiative is
being considered that could have
repercussions that are felt by insur-
ance executives worldwide.

Voters in Greenbrier County, W.Va.,
will decide whether to allow gambling
in a giant bunker under The Greenbri-
er Resort of White Sulphur Springs.
The resort is the site of the annual In-
surance Leadership Forum, jointly
sponsored by the Council of Insurance
Apgents & Brokers and the Council of
Insurance Company Executives.

The bunker, whose construction
was authorized by President Dwight
Eisenhower in the 1950s, was intended
to shelter members of the legislative
branch of the federal government in
the event of a nuclear attack. Its loca-
tion was a secret until 1992.

®

Lee Fletcher, Meg Fletcher, Jerry
Geisel, Judy Greenwald, Mark Hof-
mann, Dave Lenckus, Gavin Souter
and Joanne Wojcik contributed to this
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Achieving the appropriate regula-
tory balance between protecting
consumers and regulating insurer
practices is a major campaign theme
among the candidates in six states
who are seeking the post of top in-
surance regulator:

On Nov. 7, voters will elect top in-
surance regulators to four-year
terms in Delaware, Montana, North
Carolina, North Dakota and Wash-
ington, Meanwhile, Florida voters
will elect a commissioner to fill the
two years remaining in Bill Nelson's
unexpired term before the state re-
structures its commissioner post,
which is then expected to become an
appointed position.

This year’s field of candidates in-
cludes more new faces than usual;
incumbent insurance commissioners
are running only in Delaware and
North Carolina. Incumbents in
Florida, Montana and North Dakota
are seeking other state or congres-
sional posts, while the Washington
commissioner lost a primary bid to
run for the U.S. Senate.

Business Insurance has highlight-
ed the 14 main candidates seeking
the post of top insurance regulator
in those six states:

DELAWARE

Republican incumbent Donna Lee
Williams is seeking her third term as
Delaware insurance commissioner.
Running against her is Democrat
Karen Weldin Stewart, who, as a
certified insurance receiver, has lig-
uidated bankrupt insurance compa-
nies for the past 12 years.

Ms. Williams has served as insur-

ance commissioner for the past eight

Ms. Stewart

Ms. Williams

years. Among the accomplishments
she points to are increasing options
for Medicare Supplement Insurance,
strengthening licensing require-
ments for insurance agents, estab-
lishing standards for prompt pay-
ments of insurance claims and re-
ducing insurance fraud.

Ms. Williams said that, if re-elect-
ed, she plans to work to protect con-
sumers in light of the 1999 federal
legislation that permits consolida-
tion of the insurance, finance and
banking fields. In particular, Ms.
Williams said, she wants to push for
legislation that would safeguard the
privacy of consumer information.
Ms. Williams emphasizes her exper-
tise in these pursuits, pointing to her
experience as commissioner and the
work she has performed for the Na-
tional Assn. of Insurance Commis-
sioners on the privacy issue.

Ms. Williams said she also wants
to work on the further regulation of
the managed care industry and the
provision of prescription drug cover-
age to seniors.

Ms. Stewart is seeking her first
elected office, although she has
served three terms as president of

the International Assn. of Insurance
Receivers.

If elected, Ms. Stewart said her top
priority would be to reduce auto in-
surance rates, ensure better enforce-
ment of laws that protect consumers

- and provide payment to health care

providers. Ms. Stewart said that
health care providers, such as hospi-
tals and physicians, have cash-flow
problems because health insurers do
not pay claims on time, a situation
she says the insurance commissioner
can correct.

FLORIDA

In what must seem like a case of
déja wu, Tom Gallagher is hoping to
fill an unexpired term as Florida’s
treasurer and insurance commis-
sioner.

Mr. Gallagher, a Republican, held
the post from 1989 until 1995, after
winning the election to finish Bill
Gunter's term and winning re-elec-
tion to a subsequent four-year term.
Mr. Gunter left the position to run
for a U.S. Senate seat.

In the current race, Mr. Gallagher

Mr. Gallagher

Mr. Cosgrove

hopes to fill the two-year unexpired
term of Bill Nelson, who gave up the
office to pursue his own bid for a
1J.S. Senate seat in this year’s elec-
tion. Democratic challenger John
Cosgrove seeks to derail Mr. Gal-
lagher's attempt to regain the office.

Both candidates are using their
experiences with Hurricane Andrew
in 1992 to woo voters.

Mr. Cosgrove recounts his experi-
ence as a homeowner whose insurer
withdrew from the Florida market
after paying claims related to the
storm. His renewal premium with
another underwriter cost three times
the previous amount.

Armed with that experience, Mr.

Cosgrove steered a bill through the
state Legislature in 1993 that tem-
porarily halted insurers from leaving
the state during hurricane season.
The bill also created a state-run
catastrophe fund, funded by insur-
ers, to help pay for hurricane re-
pairs.
Mr. Gallagher touts his actions
following the storm, including im-
posing a freeze on homeowners cov-
erage rates and on the cancellation
or non-renewal of coverage due to
hurricane exposures. The commis-
sioner also established a mediation
program to resolve claims and creat-
ed the Joint Underwriting Assn. as a
homeovwmers insurer of last resort.

Mr. Gallagher is seeking his old
job after serving as Florida's com-
missioner of education, a post he
was elected to in 1998. He took that
job after a four-year hiatus from
politics, which followed a failed bid
for the Florida governor’s office af-
ter his last term as insurance com-
missioner.

Mr. Cosgrove was first elected to
the House in 1980 and served until
1984. He was again elected to the
House in 1986 and has served since.

The current insurance commis-
sioner election will likely be the
state’s last.

The treasurer’s office will be re-
structured in 2002 and will no longer
include the office of insurance com-
missioner. The Legislature is expect-
ed to make the commissioner’'s job
an appointed post.

MONTANA

The three candidates for Montana
insurance commissioner are skir-
mishing over how fervently the reg-
ulator should represent consumers.

Republican Joyce Schmidt, a
Bozeman resident, and Natural Law
candidate Rebecca Scott of Great
Falls contend they would balance

Mr. Morrison

Ms. Scoit

their insurance regulation and con-
sumer protection duties.

Both camps charge that consumer
advocate John Morrison, the Demo-
cratic candidate from Helena, would
focus too heavily on consumer pro-
tection.

Mr. Morrison said he is committed
to making the office “work for the
industry” while still protecting con-
Sumers.

The candidates are running for
state auditor, Montana'’s top insur-
ance and securities regulatory post.
Democratic incumbent Mark O'-
Keefe, barred by state term limits
from seeking a third term, is running
for governor.

Ms. Schmidt, an accountant by
training, declined to discuss her
platform. She currently is in her sec-
ond term as Gallatin County audi-
tor. Gallatin ranks fifth in popula-
tion among Montana'’s 56 counties.

Ms. Scott, who has neither govern-
ment nor insurance industry experi-
ence, said she entered the race ini-
tially only to secure enough votes so
that her party can remain active in
Montana. Now a committed candi-
date, Ms. Scott said the state auditor
should focus on “enforcing existing
laws in the insurance and securities
area.” Ms. Scott, who runs an interi-
or design firm, also would like to see
health insurers cover more injury-
and illness-prevention services.

Mr. Morrison, a plaintiffs attor-
ney, has litigated numerous cases
that promoted safer workplaces, fair
insurance claims handling, quality
medical care and open government.
He also has written articles and
taught law school classes and semi-
nars on insurance and securities is-
sues, he said.

Mr, Morrison said his focus on
protecting consumers would benefit
insurers that deal honestly with pol-
icyholders, because unscrupulous
insurers hold an unfair competitive
advantage over honest insurers.

He said he also would work to
eliminate meaningless “bureaucratic
obstacles.” Specifically, he wants to
work to revise the state’s privacy
law so that insurers would have to
keep policyholders’ medical records
confidential without a waiver but
would be able to pass along other
policyholder information. For exam-
ple, under the current law, an insur-
er must obtain a privacy waiver be-
fore arranging for a glass contractor
to replace a policyholder’s broken
window, Mr. Morrison points out.

Mr. Morrison also wants Montana
to become a captive domicile.

NORTH CAROLINA

For the third time in as many gen-
eral elections, incumbent Democrat-
ic Insurance Commissioner James
Long faces a challenge from Repub-
lican Mike Causey.

Mr. Long

Mr. Causey

Commercial insurance issues have
not been prominent in a campaign
that has been, in general, low key.
Mr. Causey supports rate regulation
reform and has criticized Mr. Long
for the way claims from 1999’s Hur-
ricane Floyd were handled.

In a statement sent to Business In-
surance, Mr. Long said that he will
continue to work with the NAIC “to
reach a global solution” to regulato-
ry reform. “As commissioner, I am
aware of the needs of the market-
place to have uniform products cov-
ering multistate exposures,” Mr.
Long said in the statement.

Mr. Long, who first won election
as Insurance Commissioner in 1984,
is a former president of the NAIC.
Before his first election as North
Carolina commissioner, he served as
its first deputy commissioner and
represented Alamance County in the
General Assembly.

Mr. Causey is an independent
business consultant from Greens-
boro, He is a former insurance agent
and schoolteacher.

NORTH DAKOTA |

While Democrat Gorman King Jr.
hopes to assume the commissioner
post left vacant in North Dakota by
fellow Democrat Glenn Pomeroy,
the latest polls show Republican Jim
Poolman to be the more popular
candidate.

Mr. Pomeroy, a former chairman
of the NAIC, is running for state at-
torney general after two terms as
North Dakota’s chief insurance reg-
ulator. But it’s questionable whether
Mr. Pomeroy, whose brother Earl
preceded him as North Dakota’s In-
surance Commissioner, will be able
to pass on the mantle to yet another
Democrat. Mr. Poolman, a two-term
state representative from Grand

Mr. Poolman

Mr. King

Forks, is at least six points ahead of
Mr. King in the polls.

And even though Mr. Poolman de-
scribes himself as a consumer advo-
cate, he has the backing of the Na-
tional Assn. of Independent Insurers.

“He sees companies wanting to do
business in North Dakota as being
good for consumers,” explained
Laura Kotelman, associate counsel
for the NATI in Chicago.

While both candidates pledge to
improve the accessibility of insur-
ance for small business and working
families, Mr. King already has put
forth a plan on how to do this. He
wants to extend the state Public
Employee Retirement System'’s
health plan, a group-purchasing co-
operative for government workers,
to small businesses and farm fami-
lies.

Mr. King also wants to institute a
group-purchasing system to lower
prescription drug costs. He also fa-
vors the provision of tax credits for

Six races for state insurance commissioners

individuals who purchase long-term
care insurance, a measure Mr. Pool-
man has voted against as a legisla-
tor.

Mr. King is publisher of the Hills-
boro Banner, North Dakota’s oldest
weekly newspaper, and president of
ProviDent, a prepaid dental benefit

plan.
WASHINGTON

Candidates seeking to become
Washington state Insurance Com-
missioner call themselves consumer
advocates, but their supporters say
they will move away from the stan-
dard set by their predecessor.

Insurance Commissioner Deborah
Senn is not seeking re-election. She
pursued a U.S. Senate seat but lost
in a primary attempt.

As commissioner, Ms. Senn is
widely regarded as having pushed
consumer rights to the point of
alienating insurers.

Bill Daley, campaign manager for
Democratic contender Mike Krei-

Mr. Davidson

Mr. Kreidler

dler, said his candidate is a con-
sumer advocate but that “his style
will be different (from Senn’s) in
that regard.”

Mike Pickrell, campaign manager
for Republican Don Davidson, said
Mr, Davidson plans to address the
availability crisis in the state’s indi-
vidual health care market by focus-
ing on traditional commissioner
practices, such as solvency regula-
tion, and by creating a friendlier en-
vironment for insurers.

Mr. Kreidler is an optometrist who
has served as a state legislator and a
U.S. congressman. If elected, he pro-
poses creating a pharmaceutical
benefit management entity to pro-
vide preseription drugs at reduced
rates to the state’s uninsured.

Mr. Davidson is a dentist, a past
president of the Seattle-King Coun-
ty Dental Assn., and a former mayor
of the city of Bellevue. He pledges to
support employer-provided health
coverage through defined contribu-
tion plans. Such plans would give
consumers greater choice in health
coverage, said Mr. Pickrell.

Both candidates want to restore
the Department of Insurance’s ac-
creditation by the NAIC (BI, Dec. 13,
1999).

A third candidate, Mike Hihn, is
running as a Libertarian. Mr. Hihn
has said that he would eliminate the
provision of employer-sponsored
health care.

Insurer and employer representa-
tives say that business interests have
not weighed in with strong support
for any of the candidates. They note,
though, that Gov. Gary Locke, a
Democrat seeking re-election, is
popular among business interests.
That could help Mr. Kreidler, they
say.

Additionally, Mr. Kreidler’'s cam-
paign may be helped by what Mr.
Davidson’s camp calls Mr. Kreidler’s
considerable political ties; Mr.
Davidson’s campaign noted that
these ties have enabled Mr. Kreidler
to outspend Mr. Davidson 2-1,

®

Michael Bradford, Roberto
Ceniceros, Meg Fletcher, Mark Hof-
mann, Dave Lenckus, Michael
Prince and Joanne Wojcik contribut-
ed to this story.
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Oregon

Continued from page 2
mischaracterize the 9th Cir-
cuit Court ruling,” said Hannah Leav-
itt, a partner with Buchanan & Inger-
soll P.C. in Harrisburg, Pa.

This is the second time the Supreme
Court is being asked to review the re-
lationship of state financial responsi-
bility laws and the pre-emption provi-
sions of the Risk Retention Act. In
1995, the high court was asked by a
Maryland-domiciled RRG to review
an 11th U.S. Circuit Court of Appeals
decision that upheld a 1992 Florida
law requiring taxi and other passenger
transportation firms to buy the first
$30,000 of liability coverage from in-
surers that belong to the Florida Insur-
ance Guaranty Assn. (BI, Nov. 8,
1994). Under federal law, RRGs can-
not belong to state guaranty funds or
associations. The Supreme Court de-
clined to review that ruling.

RRG advocates hope the Supreme
Court takes up the Oregon case and in
so doing resolve the split between the
appeals courts.

“We would like to have this resolved
once and for all with a ruling that
would apply nationwide,” said Jon
Harkavy, a member of the government
affairs committee of the National Risk
Retention Assn. and vp and general
counsel in the Arlington, Va., office of
Risk Services L.L.C., a captive and
RRG manager.

The ramifications of the case before
the Supreme Court extend to several
dozen of the roughly 65 risk retention
groups operating in the United States.

At issue is the relationship of the
sections of the Risk Retention Act that
pre-empt state laws discriminating
against risk retention groups and oth-
er sections that protect from pre-emp-
tion state financial responsibility laws
requiring companies in certain indus-

tries to buy insurance.

Financial responsibility laws, like
the Oregon statute, typically require
companies or professionals to prove
they carry a certain amount of insur-
ance, often from insurers admitted or
authorized in the state. Such laws are
driven by a basic policy concern: mak-
ing sure that organizations that deal
with the public have adequate insur-
ance.

Risk retention group advocates say
that Congress did not—to a point—
want to interfere with state financial
responsibility laws when it passed the
Risk Retention Act, the federal law
that allows employers to band togeth-
er and form their own insurance com-
pany for policyholder-owners and op-
erate nationwide after meeting the 1i-
censing and capitalization require-
ments of one state.

They say financial responsibility re-
quirements are exempt from the Risk
Retention Act’s pre-emption provi-
sions as long as the requirements don't
discriminate against RRGs.

Examples of non-discriminatory fi-
nancial responsibility laws, risk reten-
tion group supporters say, would be
those that require all insurers—in-
cluding RRGs—to meet capitalization
requirements or use certain policy
forms.

Under Oregon law, though, automo-
bile dealers must be registered with
the state to sell vehicle service con-
tracts. To register, a dealer must meet
mandated “financial stability” re-
quirements. The dealer can meet the
requirement by showing that it has a
net worth of at least $100 million or by
purchasing a reimbursement policy
from an authorized insurer. Under an-
other Oregon law, an authorized in-
surer, among other things, must be a
member of the state guaranty associa-
tion. Thus, RRGs effectively cannot
sell reimbursement coverage to auto-
mobile dealers.

Oregon’s requirements were chal-
lenged in federal court by National
Warranty Insurance Co. RRG, a Risk
Retention Group, which said the Risk
Retention Act pre-empts such require-
ments.

The 9th Circuit agreed in its ruling.
‘While states may set financial respon-
sibility requirements, those require-
ments cannot automatically exclude
RRGs as a class, the court said.

While the most “reasonable reading
of the Risk Retention Act is that states
can exclude a particular RRG from
doing business if it is financially un-
stable, laws such as Oregon’s that cat-
egorically exclude RRGs from writing
coverage in certain lines of business
are pre-empted,” the court said.

But in its petition to the high court,
the Oregon Department of Justice said
the Risk Retention Act left it up to the
states to permit RRGs “to sell proof of
financial responsibility insurance or it
may not.” Only if the state allows
RRGs to sell coverage satisfying such a
requirement, then it mzy “not do so on
terms worse than applied to other in-
surance companies selling the same
coverage.”

The petition also noted that in the
area of financial responsibility,
Congress did not want federal pre-
emption of state law to be as extensive
in other areas.

“It is one thing for like-minded
commercial entities to band together
and self-insure to protect themselves
from losses; it is another when a state
decides they must carry minimum lia-
bility insurance to prove their finan-
cial responsibility for the protection of
consumers,” the petition said.

While the Risk Retention Act pre-
empts “most state regulatory authori-
ty concerning the former,” another
section of the federal act “allows states
greater freedom of regulatory authori-
ty concerning the latter,” the petition
added. | Bl |

Merger

Continued from page 1

Like many benefit consultants, He-
witt's business in the United Kingdom
was at first largely pension-related.
Today, though, pension consulting
work accounts for only about 25% of
revenues, with about half of revenues
generated by benefits outsourcing and
administration and the remainder
from human resource and compensa-
tion consulting-related services.

By contrast, Bacon & Woodrow,
which last year celebrated its 75th an-
niversary, still derives most of its busi-
ness from pension and investment
consulting. “They (Bacon & Woodrow)
bring a marketplace presence in pen-
sion work,” Hewitt's Mr. Bennett said.
Correspondingly, through the merger,
Hewitt will significantly enhance its
pension consulting resources and

client base in the United Kingdom.

For London-based Bacon &
Woodrow, linking up with Hewitt, the
world's second-largest consultant
with $1.3 billion in gross revenues, will
give it a global reach.

Hewitt has 80 offices in 37 countries
and 12,000 employees. Bacon &
Woodrow, which has 1,100 employees,
operates primarily in the United King-
dom.

Just as significantly, Hewitt's out-
sourcing capabilities, especially for
larger employers, are considered more
advanced than Bacon & Woodrow.

The diverse strengths, say execu-
tives of the two firms, will benefit UK.
clients.

“We are one of the leading actuarial
consulting firms in the U.K. with an
award-winning investment consultan-
cy, while Hewitt has witnessed rapidly
expanding growth for its innovative
U K. benefits design and administra-

tion services. We complement each
other very well,” said Richard Moore,
head of Bacon & Woodrow in a state-
ment.

While the transaction will enable
Hewitt to catapult up the ranks—as
measured by size—to become the
third-largest benefit consultant in the
United Kingdom, it still will be signifi-
cantly smaller than William M. Mercer
Inc., which with nearly $370 million in
consulting revenues last year is the
largest benefit consultant in the Unit-
ed Kingdom and the world. Watson
Wyatt Worldwide is widely thought to
be the second-largest benefit consul-
tant in the United Kingdom, though it
does not disclose its U.K. revenues.

The combined firms, after an inter-
im period, intend to operate under the
Hewitt name. Simultaneously, De-
loitte & Touche will acquire Bacon &
Woodrow's insurance consulting busi-
ness. | Bl |

LIEDATES neessnesesmmsessms

New reinsurer in Bermuda

HAMILTON, Bermuda—A new finite risk reinsurer with initial
capital of $200 million has been established in Bermuda.

Imagine Reinsurance Holdings Ltd., which opened for business
last week, will provide finite risk coverage for both property and
casualty insurance and life insurance, a company statement said.

The reinsurer is owned by Trilon Financial Corp., a financial
services company based in Toronto, and Imagine’s management.

The co-chief executive officers of Imagine are Brad S. Hunting-
ton and Thomas Gleeson.

The company plans to raise its capital to more than $1 billion
over the next two years, the statement said.

“Plans and discussions for the secondary infusion of our equity
capital are positively advancing and will allow us to build, within
a short time frame, a world-class capital platform without historic
business or organizational constraints,” Mr. Huntington said in a
statement.

Imagine has also opened an office in Barbados and plans to open
a third office in Ireland.

OSHA fines two Texas employers

WASHINGTON—Federal workplace safety authorities have
fined two Texas employers a total of nearly $3 million for scores of
alleged willful safety and injury-reporting violations. ;

The Occupational Safety and Health Administration fined the
Hearne, Texas, facility of residential door manufacturer Lifetime
Doors Inc. more than $1.1 million for 37 alleged safety and health
violations. Lifetime employs 81 workers at its Hearne facility.

OSHA hit Lifetime with 17 willful violations for allegedly fail-
ing to train employees in locking out machinery. The machinery
amputated the fingers of two employees in separate incidents in
April and crushed both hands of another employee in an incident
in June,

OSHA also cited Lifetime for three alleged willful violations of
machine guarding requirements and failing to implement a lock-
out/tagout program. Lifetime also faces 15 citations for alleged
serious violations of numerous other safety and health standards
and two citations for other-than-serious violations of recordkeep-
ing requirements.

Lifetime plans to appeal, said James Mitchell, vp-administra-
tion at the company’s headquarters in Farmington Hills, Mich.

In Baytown, Texas, Jindal United Steel Corp. faces $1.7 million
in fines for 186 alleged violations—122 of them willful violations
for failing to record employee injuries and illnesses from 1998
through part of 2000.

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
for alleged serious violations of other safety and health standards.

Jindal, also known as U.S. Denro Steel Inc., plans to appeal the
fines, said Business Manager B.K. Rahlom.

OSHA defines a willful violation as one committed with inten-
tional disregard of or plain indifference to OSHA requirements.

Briefly noted

In one of the largest-ever Superfund settlements, Aventis Crop-
Sciences USA Inc., formerly known as Rhone Poulenc Inc., has
agreed to fund the cleanup of the Iron Mountain Mine site near
Redding, Calif. Cleanup costs could total $1 billion... Ed Woed-
ward, president of the Oakland-based California Workers’ Com-~
pensation Institute, died Oct. 13. Mr. Woodward was 58; he was
considered a nationally recognized leader and innovator in the de-
velopment of workers compensation data, according to a CWCI
statement.... Reinsurer Everest Re Group Ltd.’s profits for the first
nine months of 2000 were $135.0 million, a 13.9% increase over
the comparable period in 1999. Gross revenues rose 9.8%, to $1.06
billion....Profits at Renaissance Re Holdings Ltd. grew 14.6%, to
$89.4 million, for the nine-month period. Gross revenues in-
creased 21.2%, to $244.8 million.... Benefit consultant Watson Wy-
att Worldwide has moved its corporate offices to Washington,
D.C,, from Bethesda, Md.

Quality

Continued from page 3

Although it is not asking managed
care companies to strictly adopt Six
Sigma, the consortium wants “to
transfer that skill set from manufac-
turing to health care,” said Joe Check-
ley, director of employee benefits at
American Standard Cos. in Piscat-
away, N.J., and a consortium member.

In the past, efforts to boost customer
satisfaction largely focused on im-
proving performance in specific areas,
such as having claims processed with-
in a certain number of days or having
customer service representatives an-
swer the phone within a set number of
rings, noted Ms. Baltrusitis. But that
has proved unsatisfactory, as it mea-
sured quantity, not quality, she said.

“It's quality that truly has to be
measured,” she said.

Prior efforts to improve managed
care quality often corrected only little

problems, agreed Mr. Checkley. But
that improvement usually came from
people performing better or devoting
extra attention to a targeted area and
isn't sustainable over a long period. He
said a large-scale effort is needed to
get at the root causes of the problems.

“You need to eliminate the defects
from the systemic processes from
managed care,” Mr. Checkley said.
“Unless we take a very systemic ap-
proach to getting our arms around the
processes of managed care we just will
not fix this thing.”

Since its first meeting in March, the
consortium has agreed to focus on five
areas where it says the largest gaps ex-
ist between service expectations and
delivery. These include:

® Claims administration.

@ Member services.

® Member communication.

® Network management/provider
relations.

@ Care management.

To date, the group has met with rep-

resentatives from three large health
plans—Aetna U.S. Healthcare,
CIGNA Corp. and UnitedHealth-
care—and representatives of the
American Assn. of Health Plans.

The consortium’s first goal is to im-
prove administrative processes, Mr.
Checkley said. The ultimate goal is to
address clinical quality. but that can’t
improve, he said, unless the adminis-
trative issues are resolved.

“We address the first one and posi-
tion ourselves for the second one,” Mr.
Checkley said.

The group’s goals, he admits, are
lofty. “But I see no alternative by em-
ployers other than engage the system
and make it work,” he said.

Many of the member employers
don't see their group as an opponent of
managed care organizations. They see
it giving customer feedback that man-
aged care organizations can embrace.

“If we can agree on a set of stan-
dards it will make life simpler for the
managed care organizations across the

board,” said Donna Ball, senior vp,
benefits at Bank of America in Char-
lotte, N.C., and a consortium member.

Despite some reservations, managed
care organizations feel “this is an area
of enough potential that it warrants
moving forward,” Mr. Checkley said.

The managed care industry is open
to the consortium'’s aims while retain-
ing a degree of wariness, agreed Dr.
Charles Cutler, chief medical officer at
the American Assn. of Health Plans in
Washington, who has met with con-
sortium leaders.

“To the degree that they can identify
key customer needs and desires it's
very valuable,” he said.

While applauding employers for
moving toward a more widely adopted
multi-employer set of priorities, Dr.
Cutler is concerned the consortium'’s
priorities could add to the already
complicated set of demands placed on
managed care plans. Ideally, the con-
sortium will instead help streamline
and coordinate the demands of vari-

ous groups that managed care organi-
zations must satisfy, he said.

Another concern, Dr. Cutler said, is
that many employers don’t pay atten-
tion to how well managed care plans
comply with current quality measure-
ments—such as those created by the
National Committee for Quality As-
surance and the Joint Commission on
Accreditation of Healthcare Organiza-
tions—and instead still choose health
plans based on cost.

“There is a degree of skepticism
within the managed care community
about what these measures mean,” he
said. “The proof to me and the health
care plans is whether they actually use
these measures to make purchasing
decisions.”

Ms. Morris of United Technologies
said that by adopting the group’s pro-
posals for achieving process excel-
lence, managed care plans would in-
crease quality and lower their costs.
That alone will help the plans, she
said. [ Bl



FOR THE RECORD

P> PACIFICARE CEO RESIGNS PacifiCare
Health Systems Inc.’s president and chief
executive officer, Robert W. O’Leary, re-
signed last week—three months after his
appointment to the post—saying that the
managed care company’s priorities had
changed and that he is no longer suited to
lead the company. In a statement, Mr,
O’Leary said, “I believe that the sharehold-
ers deserve, and the management team
needs, a leader well-grounded in the funda-
mentals of managed care to lead the com-

pany through the time immediately ahead, -

in order to position the company to unlock
its real value and future potential.” Chief
Financial Officer Howard G. Phanstiel has
been named interim president and CEQ.

FAILURE TO AFPEAR - FRAUD BY WIRE, RACKETEFRING
INFLUENCED AND CORRUPT ORGANIZATIONS (RICO), MONEY
LAUNDERING, INTERSTATE TRANSPORTATION OF STOLEN
PROPERTY, OBSTRUCTION OF JUSTICE

v 7
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A wanted poster for Mr. Weiss posted on
the FBI's Tampa bureau Web site.

> FUGITIVE ARRESTED Sholam Weiss, a fugi-
tive businessman convicted of looting the
now-defunct National Heritage Life Insur-
ance Co., was arrested in Vienna, Austria
last week after nearly a year on the run.
Mr. Weiss, sentenced in absentia to 845
years in prison, jumped bail and disap-
peared after his November 1999 convic-
tion on racketeering, fraud and other
charges connected to the 1994 collapse of
Delaware-domiciled National Heritage. A
federal jury found that Mr. Weiss—also
known as Shalom Weiss and Sheldon
Weiss—and three other defendants engi-
neered a series of complex schemes to di-
vert more than $100 million of the insur-
er’s cash, open phony credit lines and sell
fraudulent mortgage-backed securities.

Excerpts from BI's Daily Online Updates, Oct. 23 - Oct. 27, 2000

The U.S. Department of Justice has begun
proceedings to extradite Mr, Weiss from
Austria, an effort authorities expect him to
fight. National Heritage was ordered liqui-
dated after regulators discovered that a
large part of the insurer’s assets were miss-

ing.
> OSHA PRACTICE CURBED The Occupational

Safety and Health Administration’s ability
to access information collected by federally
funded safety consultants for enforcement
purposes will be
sharply  limited
under a final rule
published in the
Oct. 26 Federal
Register. The rule,
which takes effect
Dec. 26, deals with state-administered on-
site consultarion .programs funded by
OSHA, which pay for independent safety
consultants to visit facilities. Under the
new rule, OSHA can obtain a safety con-
sultant’s report only if OSHA independent-
ly finds that the employer has failed to ad-
dress serious hazards identified in the re-
port; has made false statements regarding
participation in the popular consultation
program; or has allowed the same haz-
ardous situation to arise again. The new
rule also says that emplovees must be in-
formed of the results of a consultant’s visit
and, in fact, be allowed to participate in
the visit. The rule holds that consultation
results, however, will not be disseminated
to the general public.

P> NEW S&P RATINGS Rating agency Stan-
dard & Poor’s Corp. has established a “fi-

nancial enhancement rating” system to help
capacity to make
STANDARD fimdy seyments
ties. According to
5&P Director
insurers “have a long tradition of validat-
ing claims, reviewing the claims and paying
process is an accepted insurance industry
practice, it “is not an effective mechanism

investors evaluate insurers’ willingness and

& OR S on insured securi-
POOR’

Donald S. Watson,

those claims over time.” While that lengthy

in the capital markets,” he said. There, in-

vestors are typically third-party beneficia-
ries of insurance who make their invest-
ments based on the insurer's credit rating
and expect that if there is a problem with
the underlying issue, the insurer will simply
and promptly “step in to guarantee pay-
ment.” The financial enhancement ratings
stand in contrast to S&P’s financial
strength ratings, which focus on insurers’
capacity to pay claims, Mr. Watson said.
“The concern is that investors will make
decisions based on the financial strength of
an insurance company and not on its will-
ingness to pay and those could be very dis-
tinct, based on the insurers’ commitment to
the business. S&P’s initial list of insurers
who gualify for its Financial Enhancement
Rating is available on the rating agency’s
Web site, www.standardandpoors.com/rat-
ings. Mr. Watson said he does not expect
more than 30 to 40 insurers to qualify for
the rating.

> P/C OUTLOOK The U S. property/casualty
insurance industry’s
net written premiums
should grow at a faster
clip and the combined
ratio should improve
next year, according to
a panel of Wall Street
analysts. According to
the Insurance Informa-
tion Institute’s annual
“Earlybird Forecast,” which was released
last week, the average projection by the an-
alysts polled holds that net written premi-
ums should grow at a rate of about 7% in
2001, up from a projected 5.2% for this
year. That would give the industry its high-
est growth rate since 1987. In addition, ana-
lysts estimate the average projected com-
bined ratio for the industry at 108.7% next
year, an improvement from this year's esti-
mated 109.7%. That projection assumes
normal levels of catastrophe activity.

P> POSTINGS SUIT SETTLED Enhance Finan-
cial Services Group Inc. says it will make
no payments under a settlement agreement
reached with Creditrust Corp. of a lawsuit
in which Creditrust charged that state-
ments anonymously posted online by an
Enhance official had led to a decrease in its

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com
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capitalization. Baltimore-based Creditrust
filed for bankruptcy in June, and the agree-
ment must still be approved by the
bankruptey court. In the lawsuit—filed in
April in federal district court in Baltimore
against Enhance, its Asset Guaranty Insur-
ance Co. subsidiary and former EFS Senior
Vp Charles Henneman—Creditrust charged
that Mr. Henneman anonymously posted
“maliciously false and disparaging state-
ments” against Creditrust on a Yahoo! mes-
sage board. Creditrust said the postings
were timed to coincide with its February
1999 secondary stock offering (BI, April
10). New York-based Enhance denied re-
sponsibility for Creditrust’s financial prob-
lems, saying that it had no knowledge of the
posting activities described in the com-
plaint “and that any such activity would
have been unauthorized and against com-
pany policy.” Mr. Henneman was terminat-
ed the week before the suit was filed.

P> BRIEFLY NOTED Chief Deputy Louisiana
Insurance Commissioner J. Robert Wooley
will take over day-to-day operations at the
state Insurance Department following

- Commissioner James Brown's recent con-

viction on charges of lying to federal offi-
cials investigating the collapse of Cascade
Insurance Co. Mr. Brown, who said he will
appeal, faces a maximum of five years in
prison on each of the counts against
him....Peter L. Sparta has been named
president of Morse, Payson & Noyes Insur-
ance, an insurance agency based in South
Portland, Maine. Mr. Sparta, who formerly
served as regional vp for Maine, replaces
John R. Curran, who served as president
since 1996 and is refiring from the compa-
ny. A wholly owned subsidiary of Peoples
Heritage Bank, Morse, Payson & Noyes In-
surance has offices throughout Maine, New
Hampshire, Massachusetts and soon Con-
necticut.

nesg insurance’s free onling Updates at www.
businessinsurance.com. Al of the material in the
For The Record column, as well as other content |
in this week’s issue, is generated from dally '
news postings that appeared on the Web sits in |
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Weekly Year to dats

BROKERS Price. % cha:;e % change
Aon Corp, NYS 3954 6,15 016
Brown & Brown NYS 31.00 -139 61.83
Clark Bardes Haldings NDQ 10.25 465 2870
EW. Blanch Hoidings Inc. NYS 18.63 067 “69.59
Gallagher Anthur J: 8 Co. NYS 5956 8.04 8398
Hilb, Rogal & Hamiltor NYS BB 097 3540
Kaye Gioup Inc, NDQ 8.1 2476 224
Marsh & McLennan NYS 126.75 268 3246

BROKERS AVERAGE 558 2364
INSURERS/REINSURERS
ACE Ltd. NYS 3925 348 13521
Arcel Infermational Cop. NDQ 044 000 -56.30
Acceptance Insurance Cos, NYS 563 -1.30 217
AEGON N NYS 39.81 5.81 -16.82
Astna Lile & Casually NYS 5681 521 1.79
ARLAC Inc: 5 NYS 68.00 877 2411
Allmerica Financial Cap. NYS 6181 0.20 1132
Allstate Com. NYS 37.25 797 54.81
Ambac Financial Group NYS 7694 415 47.43
Amedican Financial Group NYS - 20.38 124 -22.75
Amancan Gensral NYS 7925 3.09 445
American Int Group NYS 84,69 039 31.36
Arnerican Safety Insurance NYS 4.38 111 dega
Argonaid Group NDG 17.38 1181 1258
AXAUAP Group NYS 62,50 177 1197
Baldwin & Lyons Inc. NDQ 19.00 056 -14.12
Berkiey W.R. Corp. NDQ 3425 1.48 84.07
Bearkshire Hathaway Irc. NYS 6087500 248 851
Capitol Transamerica o, NAS 1088 235 BO7
Chubb Corp. NYS 8125 359 a4.28
CIGNA Comp. NYS 114.66 067 4232
Cincinnati Fnancal Comp. NYS 36.75 5.19 1529
Ciigroup NYS 80.25 -1.35 2001
CNA Financial Corp. NYS 36.00 473 T84
ChA Surety NYS 1181 0.51 8.15
EMC Insuranca Grour Ine, NDQ 975 065 685
ESG Re Umited NDQ 306 208 -55.86
Enhance Financial Setvices NYS 11.75 -208 -27.69
Everest Rensurance NYS 5438 1269 14370
Framont General Cor. NYS 331 -1.85 -55.08

Year to date

High Low Vol.(000) . Price
Frontier Inswance Goup NYS 0.34
4275 23 Sz Camcol S i
348 1538 75 Harleysiite Group NDQ 288
2063 850 4  'SBCowic i =
B5.00 1856 403 HCC insurance Holcings NYS 1863
056 xios a3 ING Groep NV, NYS 8550
Ba ae e IPC Holdings Lid. NDO 2044
88 Eon  © Hartiord Financial Senvicss NYS 7438
135,69 6438 5065 John Hancock Financial Services  NYS 2356
LaSalle Re Holdings Lid. NYS 18.88
Lincoln Naiional nYs 4644
MAIC Holdings Inc. NYS 1325
Markel Corp. NYS 14100
4049 1406 5685 MBIA Insurance Group NYS 70.00
118 044 2 Meadowbiook Insur. Group NYS 425
iy G Metife NYS 2481
©13 8155 615 Mutuzal Risk Mgt Lod. NYS 1788
7369 3850 5an Navigators Group NDO 1388
6319  :s6 6133 NrMageine o 5
6712 3506 1560 Ohio Casualty Com. NOQ 844
2786 719 15149 OdRepubicing s 2o
7750 3868 1831 Partner Re Lid. NYS 5413
025 1838 G384 Pann-America Group Inc. NYS 813
8219 4563 5086 PVA Capital Comaration NDQ 1625
e W Philadelphia Cons, Folding NDQ 2113
S PXRE Corp. hYS 14,44
2600 1444 250 Reliance Group Holcings NYS 0m
8150 59925 3379 RefiaStar Financial Crp. NYS 5394
7394 1525 a4 RenalssanceRe Holdings Lid. NYS 7388
/B2 1400 75 fLICom, b 19
660000 4080000 2 SkPaulCos bYR 92
140 93 2  XOR b ald
&394 4325 5535 SAFECO Corp, DO 25
e SCPIE Hokings Inc. S 1863
@31 2e10 jams  SobesBruceGrou NDQ 088
5313 3185 57498 Selective Ins. Group NDQ 17.00
4213 2456 1058 Tokio Marine & Fire NDQ 5500
wues 915 &7 Torchmark Coip. YS 3150
tim  am 1 Transatianiic Holdings NYS 9454
A B = Tranwick Group Inc. NYS 1869
i A Unico American Com NDO 763
Scs s ow United Fire & Casuaty NDO 1684
oga  om sy Unih L5 ==

Year to date
Low Vol.(000)

Weekly Year to date
%changa % changs  High

000 9000 913 019 1002 UNUM Corp.
492 2558 6.50 350 12 Vesia Insurance Co.
10.24 6053 29 1163 196 ¥ Capital Ud.
0.95 17.00 4063 2150 1022 Zenith Natonal Ins;
064 4127 2294 800 347 INSURERS/REINSURERS
214 738 6994 4681 1147
4.14 8739 2075 975 235
3.7 57.00 77.81 2938 4908
70 7320 2956 1344 5334 -
200 1439 19.38 10,88 0 Foundation Heatth Systems Inc.
435 1609 56.38 263 5170 Humana Inc,
144 ~37.46 2380 10,00 55 Ordord Health Plans
080 963 18206 11150 71 Pacificare Health Sys.
275 3254 73.44 B3 103 Signa Health Services
1.49 3524 1208 384 24 United HealthGroup
285 74.12 2763 1425 7465 Welpoint Health Networks.
8.33 632 2375 981 1049 HMOs
2033 4231 14.13 863 13
484 23.22 1825 12.25 15 ALL COMPANIES

HEALTH MAINTENANCE ORGANIZATIONS

Weekly Yeario date Year to date
Price % change “echange High Low Vol.(000)
NYS 2719 089 -15.20 36,19 1194 3288
NYS 463 137 18.35 7.68 344 124
NYS 76.75 678 47.95 80.00 39.00 2507
NYS 2150 3.30 424 2484 1875 23
AVERAGE 297 10.84

NYS 1825 1081 8365 1863 625 3623
NYS 11.31 (il 3814 1238 475 4195
NOG 3513 2181 17685 3513 975 15020
NDO 1050 -1204 80.13 7231 1000 4805
NYS 5.06 653 24,34 1000 244 803
MNYS 10989 415 106.47 11200 3938 7339
NYS 114.00 13.36 7289 11400 4825 3818
AVERAGE 745 53.35

533 2928

B/ Insurance Index

887 4747 1788 613 1521
14.85 9495 2706 10. 3268
825 66.86 5519 2838 123
-7.80 484 975 663 21
299 -18.24 2050 15.38 91
120 4568 2263 1313 313
132 11.08 17.56 984 14
-25.00 -98.58 7.75 003 4128
Q00 3764 5394 2375 0
1204 80.73 7775 33.18 1010
185 15.26 3963 26.25 30
437 4620 51.31 2131 3748
257 199 5363 38.38 21
-1.08 578 3069 1800 3178
353 4201 36.94 18,63 NA
1867 50,00 388 053 57
382 -1.08 2038 1463 263
023 -6.98 £7.00 45,00 63
839 839 36,00 1875 2206
5568 2162 9563 68.75 51
2008 1033 2125 1200 726
702 883 8ea 450 42
000 -25.14 2338 1550 58 98
257 -18.27 39.75 2719 232
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Top advancing issuss: Kaye Group Inc., Navigators Group, Oxford Health Plans, Leading decfiners: Reliance

NYSE Composite want down 0.2%. Average P/E: Brokers, 22.0; Insurers/reinsurers, 24.9; and HMOs, 15.4,

Group Holdings, Pacificare Health Sys., Argonaut Group. Mast active issue: Clligroup. The B/ Indax rasa 1,5%; the Dow Jonas 30 Industrials increassd 3.6%; the S&P 500 dropped 1.2%, and the

Source: CNET Investor (investor.cnet.com) Boulder, Colo.




THE GREATEST RISK
IS NOT TAKING ONE.

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 AlG. 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 AlG. We'll help knock down the barriers that may be holding you back.

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVIGES

Insurance and services provided by members of Amarican International

Group, Inc., 70 Pine Street, Department A, New York, New York 10270.

AlIG

WWVW.AIG.COM




