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financial plan.
All tracked on an integrated monthly statement

that can help your employees with their budgeting
and bill paying. And can serve as their personal
"roadmap" to financial peace of mind.

Meanwhile, your out-of-pocket costs are
minimal. And The Travelers does all the
administrative work.

If your company would like to be on the cutting

edge of employee services, call our Vice President
of Institutional Sales at 1-800-862-7355.

Ef%®SM
A Financial Management System from TheTraveler

Insurance products are provided by The Travelers Insurance Company, The Travelers
Indemnity Company, and their insurance affiliates.

Mortgages are provided by The Travelers Mortgage Services, Inc. U Equal Housing Lender.
Financial Planning Services are provided by Travelers Equities Sales, Inc.

Bank services are provided by The Massachusetts Company, Inc. Bank accounts are FDIC
insured up to $100,000 per depositor. Equal Opportunity Lender. Uk Equal Housing Lender.

© 1987 The Travelers Corporation



If your employees 1
you can either dish out more p

to slice what th

+

t

C f
1

j

valuable employees are certainly entitled to their
just deserts. But like most companies todaM you
simply can't afford to keep swallowing the costs of
new benefits.

The answer? MoneyTracsm from The Travelers.
The new personal money management service
that can immediately increase the value of your
employees' total compensation package.

By helping them save, spend, borrow, invest

and protect their money more intelligently No
matter how much money they make.

MoneyTrac is a package of money management
services your employees will make use of every
day Brought right to where they work.

It' s also savings accounts that reward higher
balances with greater interest. Insurance and
credit products with special rate advantages.
Professional help in developing a goal-oriented





retired Americans are
inadifferent boat.

Armam'Americans, retirement is exactlywhat they
hoped R,r.

But for others, retirement aui he coniplicated hypoor
health. (me out of four Americans will require long-
term care in a nursitig home with an average annual cost
c,f $20,()00 to $30.000.1 low that care is paid for has
become a amplex issue.

Histc,rv h:ts slicnwi tliat pers(,tial savi,igs and programs
like Medicare and Medicaid catit cover all the costs of

retirement healtli care. (inip:mies with retirement helitli
benefits also face the prohlem of unfunded future liabilities.

Additi(Mial solutions must he found to address tliis

retirenient healtli care cost issue that will eventually affect
every pen;Mi. anipany and institution in our country

At NWNL Gruup, were developing mi employee benefit
prognuii cidled I.ifeScope» that would provide for a pers(,n s
retirement years and working years.What makes the
Lifeha,pe Prognmi unique is its comprehensive approadi tc)
proviclingbeiiefits. It is more thaii life insurmice mid
a nursilig home policy

BA nianaging tlie deliverr of health care and platining
for future needs, the IjfeSc()pe l¥ograii can find alter-
natives tliat m:ike liealth care more affc,rdable, while
allowing indiriduals to live independently The program's
benefits would be voluntary flexible and portable.

Maliyelements of the l.ifeScope Pr()gram have
aireadyheen put into place tlirc,ugh cument NWNI. Group
heneftt programs. I :sing our resources as the nations

10th largest group insurince companswe will soon he
adding more elements.

Tb find out more about NWNL Group and the I.ifeSaipe
Prngram. mitact Ginny Patrick. NWNL Group. Box 20.
linneapolis, IN 55*10 or call (612) 372-5784. Because
now is the time to begin solving the prohlems ofproviding
health care in the ture.

WNWNLGROUP
Tbe right benefttsfor today

Solirct' 1„r .tati.tia: Em]*,>re Brlirfil ReM'.irch |114illite. 1985: Itritrfit Restan'h. Ine. 1986. Natic)11:111 liderwriter. 198(i.
\ illit.1111 11! Nortll\,(7,ini Natic,nal 1.11,111>lir:uk·r (:1)11111tti>. 1111111('aptili.. MN 1 11(,t admittell m the State (11 Neu·Yi,rk ).11* North Atlantic I.ilf Inbur,ulle (k)!llpany,d' Allierica. Jerictio. NY l a mrniher of thi, #UNI. C Hiipatili)
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If yours is a company with multiple
locations, the Maxicare Health Plan can
eliminate at least 97.3% of the paper-
work that's now cluttering up your life,
not to mention your desk.

Because with Maxicare, you'll get a
national accounts manager whdll design
a single unified HMO benefits package
for all your companys locations through-
out 26 states.

During enrollment periods-that
time of year whenbenefits managers are
most likely to contemplate a mid-life
career change-your accounts manager
will see thatlocal representatives handle
all the paperwork and everything that
goes with it.

And when you getyourbill at the end
of every month, it will be just that- the
bill. One invoice. One envelope.

More than 700 national accounts
have already simplified their lives with
the Maxicare Health Plan. If you'd like
to join them, or would like more infor-
mation, call (213)568-9000, Ext. 4600.

Or, if you're having trouble finding
your phone, write to Maxicare National
Marketing, 5200 West Century Blvd.,
Los Angeles, CA 90045.

A
care m



Opinions....... --
Tax incentive is essential

E HEARTILY ENDORSE the recommenda-tion made by a federal task f6rce to give em-
ployers tax incentives to prefund post-retirement
health care benefits.

After examining the issue for more than a year,
· the Task Force on Long-Term Health Care Policies
recommended last week that contributions made
by employers to special trust accounts to pay for
retirees' health care benefits-including long-term
care--earn tax-free interest (see story, page 53).

The task force, composed of members repre-

senting the National Assn. of Insurance Commis-
sioners, insurance companies, several state and
federal agencies and the elderly, noted that tax in-
centives for employee benefits do cut into the tax
base.

But, the task force also noted that giving tax
breaks for employee benefits is a long-established
practice to encourage employers to offer socially
desirable benefit programs.

We couldn't agree more. Just as employers are
given tax incentives to prefund pension benefits,
similar incentives should be given to encourage the
prefunding of retiree health care benefits. Who
could argue that post-retirement health care bene-
fits are of any less importance to retirees than pen-
sion benefits?

Tax incentives will cost the government money in
terms of lost revenues. But there also is a cost-a
much larger one than lost tax revenues-to society
when companies close, fold their post-employment
health plans and retirees lose out on benefits be-

cause no funds were accumulated to pay for those
benefits.

And, unlike retirees' pension benefits, which are
partially protected by the Pension Benefit Guar-
anty Corp., there is no federal program guaran-
teeing retirees' health benefits when their former
employers go out of business. To replace those ben-
efits, retirees either have to buy individual poli-
cies, which can be prohibitively expensive, or end
up on public health care programs for the poor,
such as Medicaid.

Employers, though, have to understand that the
only way Congress ever will approve tax incentives
for the prefunding of retiree health benefits is
through legislation that also sets vesting and par-
ticipation standards for retiree health care plans.
Certainly, that seems reasonable. If retiree health
care benefits are given tax breaks, those benefits
ought to be available to a broad class of partici-
pants that meet readily understood rules laid down
by federal law.

Even with tax incentives, there is no guarantee
that employers will adequately fund retiree health
care plans. But without such incentives, employers
that do want to prefund retiree health benefits will
find it more difficult to meet their commitments.

We understand that a recommendation by a task
force is a long way from the enactment of a law,
but we hope that the task force report is an im-
portant first step in the debate on how to encour-
age funding of the mountain of retiree health care
liabilities.

Back injury standards needed
T OW BACK INJURIES ARE the most frequent
1-,Icause of workers compensation claims and will
probably remain so, despite the efforts of safety
experts and ergonomic specialists to reduce work-
place injuries. However, we have a suggestion to
reduce the cost of workplace back injuries: More
states should adopt standardized guidelines by
which doctors can judge the seriousness of an
employee's back injury.

According to the International Assn. of Indus-
trial Accident Boards & Commissions, only 14
jurisdiction use American Medical Assn. guidelines

Letters
California fund relieves

surety firms of burden
I am writing on behalf of the California

Self-Insurers' Security Fund to correct
certain aspects of the article, "Many
Comp Self-Insurers Cannot Buy Surety
Bonds," in the Aug. 3 issue.

The article observes that the surety
bond market for workers compensation
bonds in California is currently very tight
"because of the long tail on such bonds,
past losses and the fact that the Califor-
nia Insurance Department now requires
surety bond companies to administer
workers compensation claims for their
bond holders that go bankrupt." It goes
on to state that "many surety un-
derwriters fear other states will follow
California's lead. . .."

The fact is that prior to the creation of

Business Insurance welcomes let-

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

to determine the degree of an injured worker's
disability, while another 19 recommend the use of
the AMA guidelines and 10 others recommend that
physicians use an orthopedic surgeon's manual to
determine impairment.

While the AMA guidelines may not be a perfect
tool, we agree with insurers that all states should
mandate use of standards, like the AMA's, to de-
termine the extent of an employees' back injury to
both reduce malingering and to ensure employees
with serious back injuries receives the treatment
and benefits they or she need and deserve.

the California Self-Insurers Security
Fund in 1984, surety companies had the
burden of self-administration when bond

holders went bankrupt, and this con-
tinues to be the situation in many states.
When the security fund was created,
though, the California director of indus-
trial relations was empowered to direct
the security fund to assume that burden,
and recent legislation has reduced the
financial exposure of surety companies
for administrative costs.

Perhaps more significantly, though, the
California Division of Industrial Rela-

tions has directed the Department of
Self-Insurance Plans to monitor more
carefully the financial condition of self-
insurers within the state and has begun
to insist upon significantly higher secu-
rity deposits from financially vulnerable
participants. By tightening up the finan-
cial requirements for those that choose to
self-insure and in some cases revoking
the right to self-insure when the com-
pany's financial condition is suspect, Cal-
ifornia is leading the way in reducing
the risk of default.

These measures will undoubtedly re-
duce future losses by surety companies
and improve the market in California.

Paul Bayer
Chairman

California Self-Insurers Security Fund
Sacramento, Calif.

Consultant praises
Iowa regulators

To the editor: We read with interest
the risk retention group round-up item
on the formation of the American Feed

Industry Insurance Co. Risk Retention
Group in Iowa (BI, July 20).

As the consultants who performed the
feasibility study as part of the implemen-
tation team, it was our observation that
the Iowa Insurance Department, which
regulates a large number of property and
casualty companies, was very profes-
sional and capable in its oversight of the
establishment of its first risk retention
group.

The domicile makes sense, because it
not only gives effective oversight to the
risk retention group but also gives very
strong credibility for the group when
viewed by other state insurance depart-
ments, as well as by potential policyhold-
ers.

The benefit of using a capable state
such as Iowa pays off not only in accep-
tance of the risk retention group in other
states, but also in the ability to secure
reinsurance at more favorable costs.

Richard S. Betterley
President

D.A. Betterley Risk Consultants Inc.
Worcester, Mass.
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Walter

just fractured
his income.

His family, lifestyle, future,
all depended on one thing.

Walters income.

Then the accident. It was

devastating. It did more than lay
him up for a few months. It
meant financial sacrifices that

affected his family for years.
Too bad Walter's employer

didn't know about UNUM.

UNUM protects incomes.
With products that range from
health and disability plans
to life insurance and pension
management.

From flexible group benefits
to individual coverage that's cus-
tom-tailored, we're creating the
next generation of insurance
ideas.

All to protect income.
Whether you're an employer

or an employee, UNUM's ideas
can benefit you.

¢D UNUM
Income Protection

UNUM Life insurance Company, Portland, ME 04122. UNUM Lik Insurance Company ofAmerica, Portland, ME 04122 (All states except New York).
FiN UNUM Life Insurance Company, Elrnsford. NY 10523 (New York State only)
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Spotlight report

Back injuries
Continued f'rom page 3

for low back sprains and 57 n. ins,"
according to the NCCI.

Average indemnity paymen-,s for
lower back injuries ranged from
less than $3,000 in Connecticut and
Wisconsin to more than 7,00 in

Pennsylvania and Michigan.
Meanwhile, medical expenses

averaged less than $1,000 per work
comp claim in Connecticut and
Maine but almost $3,000 per 2laim
in Florida and Georgia, the NCCI
said.

The claims data did no: reveal

the cause of the large stale-by-
state differentials, but differences
could be the result of indis-ry or

workforce composition, economic
conditions or the workers compen
sation administrative prccedures
in various states, according lo Mr.
Borba.

However, "the relatively greater

ec,st of low back injuries cannot be

Wrist

(5.69.)
Leg Zi ' N

Multiple   - Lower back- (25.7%)
parts -

(6.9%:,

Head

Foot - (3.8%)

(11.1%) Arm

(86%)

Hand - Trunk

78.8%' \ Neck (7.9%)
(1.1 %:,

Data for 1981 show that work como benefits were sought most often
for lower back injuries.

Source: Nationa Ccuncil on Compeisaion Irsurnnce Chart: Amy Palmer

attributed to the type of tenefit:
received by tne clairnants/' :he

NCCI study found.
The frequency of permanent par-

tial injury benef ts-which are
usually more expensive than tem-

porary total and temporary par-
tial disability injury claims-was

virtually the lowest among workers
conn claimants with 1cwer back

injuries, azcording to the study by
the NCI.

In addition, the Cambridge,
Mass.-based Workers Compensa-
tion Research Institute found that

only 25% of back injuries account
for about 90% of back injury costs.
The more, serious cases often in-

volved sargery and resulted in
sorne degree of permanent partial
disability.

Vihile the direct costs of low

back injuries are significant, ''the
indirect costs to -he system are tre-

mendous," said Robert Nevens, vp
of claims for Nashville, Tenn.-
Eased Parthenon Insurance Co., a
captive insurer owned by Hospital
Corp. of America.

After an employee reports a

work-related back injury, employ-
ers are faced with the administra-

live expense of processing the re-
quired paperwork, the loss of the
employee's productivity and per-
haps higher labcr costs incurred to
bring in a temporary worker to fill
the injured employee's job.

In addition, after paying medical

11

I D

and indemnity benefits, an em-
ployer may also have to deal with a
contested claim that can result in

added costs for medical and legal
advisers.

Most observers point out that

back injury claims are more likely
to be adversarial than most other

types of workers compensation

claims, although some say stress
claims and some other types of

claims are as likely to be contested
as back claims.

Back injuries occur in blue-col-
lar or white-collar jobs where
workers handle materials or, in the

case of health care professionals,
patients.

The victim also can be a cart*n-
ter hauling wood, a computer
salesman lifting display equipment
into his car or oven a business ex-

ecutive who simply reaches for a
pen that fell on the floor.

Workers facing the highest risk

of low back injuries are those in
the construction, mining, transpor-
tation and manufacturing indus-
tries, according to studies cited by

Boston-based Liberty Mutual In-
surance Co.

The occupations that pose the
highest risk of low back injuries
include laborers, garbage collec-
tors, warehousemen, mechanics
and nurses aides, the studies
found.

The NCCI study found the aver-

The NCCI study

found the average

low back injury
claimant was a man

about 35 years old.

age low back injury claimant was a
man about 35 years old. Women
filed only about one-quarter of all
low back claims.

Workers compensation observers
disagree about the impact that the
aging of the American population
may have on the frequency of low
back claims.

However, once a worker injures
his back, he is four times as likely
to re-injure it, according to Liberty
Mutual's data.

In addition, the NCCI found that

95% of all low back injuries are
strains or sprains.

However, more serious back in-

juries can result from herniated in-
tervertebral discs, a disc with a

gelatinous center that protrudes
from a fibrocartilaginous ring and
frequently presses on a nerve caus-
ing lower back or leg pain.

"Since workers compensation
costs began to rise in the late
1960s, back injuries have been a
source of frustration,'' pointed out
Terry Broxson, president of Back
Systems Inc., a Dallas-based risk
management consultant.

Although observers agree that
relatively few employees file
fraudulent workers compensation
claims, employers sometimes ques-
tion whether back injuries are
work-related and thus should be

covered by workers compensation
(see story, page 3)

Most back injuries aren't like a
lost finger where an employer can
see the blood or the bandages, said
Tony Vogel, home office workers
compensation claims manager for
Wausau Insurance Cos. in Wausau,

Wis. As a result, "it is more prob-
lematic from an employer's point
of view."

But as Mr. Vogel learned from
his own chronic back pain, which
was alleviated only by surgery,
"You can get to a certain point
where pain becomes debilitating."

John F. Burton Jr., a Cornell

University professor and workers
compensation authority, says:
"The attempt to distinguish work-
related from non-work-related

back disorders has produced legal
Continued on page 14



IT'S AMAZING WHAT YOU
CAN DO WITH

THE RIGHT GROUP OF PEOPLE.

Appointing a small group of experts to perform a
huge task that will affect many lives. What a
revolutionary idea.

We're talking, of course, about starting a flexible
benefits program. You probably know how such a pro-
gram could benefit your company. But you're unsure
how to go about implementing one.

That's precisely why we developed the account-
dedicated team. A highly-specialized group of people
who will relieve you of the administrative burdens
by following an all-encompassing plan for implemen-
tation. What's more, they'll work with you to develop
a communications program for your employees.

Your main contact is the team coordinator. One

person who's there to address any concerns you may
have about your FIexible Benefits program. Inshort, this

John Trumbull: The Declaration of Independence (detail) ©Yale University Art Gallery

person is dedicated to the pursuit of happiness. Yours.
Why not get in touch with us and we'll help you

determine if Flexible Benefits is right for your company.
If it is,we can recommend a customized program,
drawing from a full spectrum of products and services.
We can even integrate other carriers' products into
your program. And naturally, we'll provide ongoing
maintenance and management reports.

Starting a Flexible Benefits program could beone of the
greatest decisions you'll ever make. Before you make it,
write toPeter Goff, CIGNA Companies, Hartford CT 06152.

A Flexible Benefits plan that grants independence
to the benefits manager. It% one
more example of CIGNA's commit- CIGNAment to personalized service
to business.
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No matter how many Workers' Compensation problems you have,
Cost Care's Workers' Compensation Case Management System is the
only solution you need.
At last there is a single comprehensive system designed to:

4 Mitigate disability and reduce litigation.
0/ Assist in early return to work
4 Reduce both medical and indemnity costs.

Cost Care - the single solution for Workers' Comp Case Management.

CosT Ca RE TM
Call: #uWZ WORKERS' COMPENSATION
Burt Feldman, Director  CASE MANAGEMENT
1400-762-3029 Nationwide

Does your
employee
bdongirla
psychlatric

hospital?
Maybe so. Fortunately, serious mental illness is

highly treatable. But what sort of treatment settingis most
appropriate? If your group insurance plan offers mental
health care benefits, you can't afford to be confused about
what types of therapeutic services, hospitals and facilities
are available. In fact, understanding who needs a private
psychiatric hospital and who doesn't can help you manage
your inpatient psychiatric benefits more efficiently.

Net all hospitals treating mental illness are
alike-and youneed teknew the difference.

The diverse and individual needs of the mentally ill
require an equally diverse range of health care facilities,
fom state institutions to general hospital settings to
specialty psychiatric hospitals. The services and therapies
offered by different types of hospitals also vary in scope
and intensity.

The National Association of Private Psychiatric
Hospitals (NAPPH) has assembled a comprehensive
booklet which clearly defines the differences among
mental health inpatient providers. We've also included
useful information about the typeS of patients we treat
and the costs involved, plus the latest facts on hospital
trends and the utilization ofinpatient services, all broken out
in easy-to-understand, reproduceable language and charts.

The booklet is free-but the information is invaluable.

Ihe Naonal Assodation of
Private Psydiatric Hospitals

Using Inpatient
BeneRtsWisely

Back injuries
Continued from page 12
doctrines of questionable scientific
validity, extensive litigation, pro-
longed delays and often arbitrary
decisions."

Almost all states consider a her-

niated disc to be a workers com-
pensation claim "without exacting
proof of unusual exertion or mis-
hap as a cause," according to the
workers compensation treatise by
Arthur Larson, a professor of law
at Duke University in Durham,
N.C. And, for other types of back
injury cases, "a substantial but
somewhat less one-sided majority
of jurisdictions accept usual exer-
tion as leading to accidental in-
jury," according to Dr. Larson.

However, Ohio last year adopted
a new definition of compensable
injuries that rules out injuries or
disabilities caused primarily by the
deterioration of a tissue, organ or
body part, said Robin Obetz, a

New! !

Please send

me a free

copy of
"Using
Inpatient

Psychiatric Benefits Wisely"
with all the latest statistics on

mental health inpatient care. 1

| Name i
1 Tirle

 Company

 Address *
 City Stgre/Zip

1

| The National Association of 
 Private Psychiatric Hospitals .
, 1319 F Street, N.W. 1
 Washington, D.C. 20004 '
· (202) 393-6700 1

819/28 .

1

1

partner in the Columbus, Ohio,
firm of Vorys, Sater, Seymour &
Pease and executive secretary of
the Ohio Self Insurers Assn.

In addition to questioning
whether a back injury is work-re-
lated, employers also may question
when an injured employee is ready
to return to work. This is especially
true if the employee is involved in
prolonged medical treatment be-
cause medical specialists them-
selves disagree about treatment
(see story, page 16).

And, employers can question the
extent to which a back injury im-
pairs an employee's ability to
function and thereby creates a
compensable disability. One fae-
tor in determining an employee's
degree of impairment is tolerance
for pain, a subjective standard that
can vary widely among employees.

However, states that use medical
guidelines-like those drafted by
the American Medical Assn.-add

some objectivity to impairment
ratings, most observers say.

Causation, return to work and
degree of impairment are "friction
points" over which some injured
employees and employers fight,
WCRI's Mr. Victor said.

Jim Ellenburger, assistant direc-
tor of the AFL-CIO's department
of occupational safety, health and
Social Security said, "This is one
more area where attempts are
made by employers and insurers to
reduce losses or claims by contest-
ing these cases."

Workers compensation proceed-
ings to determine an injured
worker's degree of impairment and
resulting disability benefits are
adversarial, except where states
use medical panels or independent
medical examiners.

In adversarial systems, lawyers
find "dueling" doctors to offer
medical opinions favorable to their
clients' positions, which increases
workers compensation costs.

"I'm amazed that so many doc-
tors can be bought," said one em-
ployer spokesman who asked not
be named. "It's unfortunate that
we cannot use a responsible treat-
ing physician who will give us an
honest opinion."

But other players in the system
also are sometimes at fault, said
Bill Levasseur, a defense attorney
who is a partner in the Baltimore
firm of Semmes, Bowen & Semmes.

Attorneys sometimes "prosti-
tute" themselves in making more
out of a case than it is worth, he
said. State hearing examiners may
be too one-sided and insurers,
which start out wanting a fair deal
but then focus on not being duped
by a malingering employee, some-
times go too far in trying to save
money, he added.

The situation in California,
where lawyers use billboards to so-
licit injured ernployees' calls, is
worse than in most states. Oak-

land, Calif.-based Safeway Stores
Inc. combats that by conveying the
message that the company wants to
treat an injured employee fairly,
and "you don't need to share your
award with an attorney," said
Nikki Burrous, manager of Sa-
feway's loss control department.

Employers can take other steps
to reduce losses from employees'
back-related injuries.

Back injury claims and losses
can be reduced through planning,
training and developing good work
relationships with employees be-
fore an injury occurs, observers say
(see story, page 22). After an in-
jury, an employer can try to ensure
that an employee receives appro-
priate medical and rehabilitation
services, implement claim cost
controls and modify jobs.

"In spite of the incentives to re-
duce workplace hazards, the prob-
lems that contribute to the fre-
quency and costliness of low back
injuries are not likely to be re-
solved without substantial work-

place modifications," the NCCI
said. •
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Major risks can bring major profits, ifyou
knowwhatyou aredoing. This is especially

' true if you handle a diverse range of
specialized coverages, where complex risks
are commonplace. It is no place to learn by
making mistakes.

That's whyindependent agents and
brokers turn to the experienced underwriters
at Fireman's Fund for their specialized
coverages.

With more than acenturyofexperience
behind us, we've mastered the world of

unusual and complicated risks. From tankers,
dams and offshore oil rigs to the 1984
Summer Olympics. Today we're among the
nation s three largest underwriters of Ocean
Marine, Excess & Special Risk and Surety.
We also cover large risks through our
National Accounts, and television and

motion picture risks through Entertainment.
We have more than 1,000 people

dedicated to our specialtybusinesses. So
you and your customers can count on an
individualized solution from qualified
experts.With nearly $10 billion in assets,
we have the financial strength to offer you
consistent capacity and some of the highest
limits available.

We stand ready to protect whatever the
future brings your way. After ha,
124years, that's become
somthing of a specialty
at Fireman's Fund. ®
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Docto rs differ on treatment of back injuries
By MEG FLETCHER

While medical experts agree that
back injuries should be treated im-
mediately, they disagree over the
type and duration of treatment.

This disagreement sometimes
puts stress on the recuperating em-
ployee, which may slow recovery.

Still, most doctors agree that a
prescription of bed rest, analgesics
or muscle relaxants and less stren-

uous activity over a short period is
enough to cure most one-time suf-
ferers of acute low back pain.

"Many doctors routinely recom-
mend a week of bed rest for those

with acute back pain," according
to a research brief published in
March by the Cambridge, Mass.-
based Workers Compensation Re-
search Institute.

However, a study of about 200
public clinic patients by the Uni-
versity of Texas Health Science
Center found that the best treat-

ment for the most cases of acute

low back pain may be only two
days of bed rest.

The patients, none of whom was
seeking workers compensation
benefits for their injuries, were di-
vided into two groups: one told to
rest in bed two days, and the other
told to rest seven days.

Three weeks after they sought
treatment and again after three
months they were interviewed on a
variety of outcome measures in-
cluding: duration of pain, satisfac-
tion with care and residual physi-
cal and psychological impact.

After three weeks, the group
with two days' bed rest reported
45% fewer lost work days than did
the group prescribed seven days'
bed rest. And those who were inca-

pacitated longer were more likely
to seek care elsewhere.

After three months, similar out-
comes were reported.

"The implications of this study
are that a recommendation of two

days may have the equivalent ef-
feet (of weeklong bed rest) on re-
covery and reduce lost work time
by 45%," the WCRI concludes.

However, the study warns that
for patients suffering more serious
injuries, like "a herniated disc
with motor deficits," longer peri-
ods of bed rest may be necessary.

But because the study covered
only a specific population of non-
workers compensation recipients,
"we are not sure how to apply" the
results, said WCRI Executive
Director Richard Victor.

While two days of bed rest may
be enough to heal some patients'
injuries, Dr. John Frymoyer, head
of the University of Vermont's
back pain treatment and engi-
neering center in Burlington, says
that statistics show 50% of those

who suffer a single back strain or
sprain will recover after a week of
a combination of bed rest, pain re-
lievers and modified activity. The
recovery rate using similar treat-
ment climbs to 80% after one

month, 90% after two months and
95% after three months.

For persistent back pain-as
long as the patient does not have a
fever-Dr. Frymoyer recommends
similar treatment for four to six

weeks. However, other options
should be explored after that time
if the patient suffers from sciatica
-pain along the sciatic nerve in
the back of thigh-and loss of
strength, he explains.

Chiropractic manipulation for
up to two weeks can help some pa-
tients, he added.

But when conservative therapy
cloesn't work, pain-stricken pa-
tients typically will see other spe-
cialists like neurologists, neuro-
surgeons and orthopedic
specialists, who use tests including
spine X-rays, CAT scans and elec-
tromyograms to pinpoint the

source of the pain, says Dr. Joseph
K. Wang, medical director of the
Yale Center for Pain Management.

However, consultants and utili-
zation review services recommend

that a reviewing doctor question
the treating doctor to ensure that
the patient's treatment is not pro-
longed unnecessarily.

Dr. Flymoyer said that employ-
ers should advise employees disa-
bled for extended periods to seek
expert consultation and avoid sur-
gen, unless there are "very clear"
indications that it is necessary.

"Surgery is not a panacea," says
Dr. Frymoyer, who is an orthope-
dic surgeon. He believes surgery
should be limited to no more than

1% of back injury cases.
Besides being costly and unnec-

essary, surgery can be harmful to

an employee's health, doctors
agree.

Dr. Wang recommends treating
acute back injuries like disc her-
niations with bed rest, consulta-
tion with a neurologist and effec-
tive pain management during the
first four to six weeks. During the
next two to six months, he recom-

mends local injections of steroids,
limited physical activity, physical
therapy and rehabilitation pro-
grams.

Patients should avoid any physi-
cal stress like lifting or twisting for
six months and may have to be off
work six to 12 months for the best

results, Dr. Wang said.
While "we like to send them

back (to work) as quickly as possi-
ble," that was done too quickly in
the past and the patients re-in-

jured themselves, he explains.
The stress of dealing with the

workers compensation system,
family members and the employer
sometimes causes an injured em-
ployee to feel that he has lost con-
trol of his life, resulting in a
"chronic pain syndrome," says Dr.
Edwin Wyman, chief of fracture
service at Massachusetts General

Hospital in Boston and an assistant
clinical professor of orthopedic
surgery at Harvard University.

Although sometimes viewed as
malingerers, patients suffering
from chronic pain syndrome ac-
tually become conditioned to feel-
ing pain as a way to cope with the
psychological, economic and social
stresses of the injury, Dr. Wyman
explains.

While pain clinics report favor-

able results in the treatment of

chronic pain among non-workers
compensation patients, they have
poor records in treating workers
compensation patients, says Dr.
Bernard Yudowitz, medical direc-

tor of New England Rehabilitation
Hospital's pain management unit
and director of psychiatry at the
Woburn, Mass., hospital.

This is partly because pain
clinics usually don't treat workers
compensation patients until one or
two years after the injury. By then,
about 90% of chronic pain patients
covered by workers compensation
-which includes a high percentage
of back cases-are chemically de-
pendent, Dr. Yudowitz said.

To avoid this scenario, he recom-

mends that patients be referred to
pain clinics after three months. I

Designing customized workers'
comp claim management isn't
as simple as some people think.
There's no shortage of medical cost management
services on the market today. Unfortunately,
most of them are designed for "standard" per-
formance. Underneath all the model names and

superficial trim, youll usually find the same pat
solutions.

At ConServCo, we don't believe that effective
medical cost management can be achieved
through mass production. Our account team cus-
tomizes services--from the basic framework to

special features-to satisfy your specific needs.

Now, those customized services include an inno-
vative approach to medical cost control for work-
ers' compensation claims.

Introducing Workers' Comp Medical
Cost Management

Workers' Comp Medical Cost Maqement
was designed to track the necessity of medical
care. It starts fast with intervention that puts
you in control of a powerful braking system.

ConServCo account specialists work with you to
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.-I Employers chisel away at comp costs
By MEG FLETCHER Linda Brodt, a consultant in the I overutilization are Just a few of the "Under workers compensation, it

cost-containment division of Na- 'The predominant problems," said Catherine John- seems (injured employees) are
Employers across the United tional NIedical Audit Inc son, a marketing vp for Con- treated a very long time because

States are exploring ways to National Medical Audit, a San perception is that ' servco, a Tampa, Fla -based the money is available," said De-
contain workers compensation Francisco-based division,of benefit health care cost management firm borah Howard, claims supervisorwork comp is a
costs, especially for back-re- consultant William M Mercer- For example, the Workers Com- for Parthenon Insurance Co , a
lated in}uries Meidinger-Hansen Inc , advises gravy train,' says pensation Research Institute says a Tennessee-domiciled single-parent

"This is a nationwide prob- employers which cost containment 1984 study found that hospitals in captive insurance company owned

lem," said Edward M Welch, services to buy
Gail'Nethercut.

Florida were able to collect 74% of by Nashville, Tenn -based Hospital

f \
director of Michigan's Bureau Those services can include total charges from all payers How- Corp of America
of Workers' Disability Com- preadmission certification, utiliza- ever, hospitals collected 91% of Inlured employees are treated a
pensation tion review, hospital bill auditing comp claims that workers compen- total charges for workers compen- lot longer than if they are covered

"The level of interest in and fee schedule review sation claims are open to excess sation-related services under a private medical insurance
containing costs is high," "The predominant perception 15 utilization," said Frank Dalican- "This disparity reflects, in part, plan or paying for treatment them-

- agreed Richard Victor, execu- that workers compensation is a dro, president of Financial Di- discounts offered to preferred cus- selves, she said
, tive director of the Cam- gravy train," said Gail Nethercut, rection Inc in Philadelphia The tomers-public and private-and "There is a screaming need fof

bridge, Mass -based Workers National Medical Audit's director consulting firm applies cost con- the shifting of overhead costs to - medical management of workers
Compensation Research Insti- of workers compensation medical tainment approaches popular in workers compensation payers," the compensation claims," said James
tute cost containment employee benefits plans to workers WCRI reported m June 1986 MeNamara, corporate manager of

And firms offering cost con- "Health care providers have compensation claims Also included were a small per- loss prevention and cost contain-
tainment services "are now been so squeezed by measures to "Cost shifting, fragmented bill- centage of uncollectible debts, Mr ment for ARA Services Inc in Phil-
mushrooming up," pointed out contain the cost of non-workers ing; excessive treatment and Victor said adelphia

The goal is not only to save
money, but also to fulfill a moral
responsibility to ensure that an in-
Jured employee gets the most ap-

propriate treatment quickly, he
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approach," Mr MeNamara said,
referring to the statutory require-
ments under each state's workers

compensation program that give
employees specific rights
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develop medical cost and quality control mea- r
-------

------7 would not be in keeping with the
ConServCo philosophy of workers compensa-

sures. Our registered nurses and consulting , 3903 Northdale Blvd , Suite 200
1 Tampa, FL 33624 1 tion, observers say

physicians work with attending physicians, offer- i I want a customized medical cost control program
1 -Send a copy of"A Buyer's Guide to Workers' Comp Claim Management" |

ing recommendations from pre-admission Call me to schedule an appointment

utilization review to overall case management.  - Send the Guideandcall 1 disability

And our team conducts regular evaluations, to  Name 1 rate permanent impairment or dis-
ability in 17 U S lurisdictions,

make sure your objectives are being met.  Title/Position 1

It's the kind of performance you get only from  Company 1
month by the Medical Committeecost management professionals who\re seen the  Mailing Address 1

course from the claims payer's and employer's 1 City State ZIp sions

points of view. 1( 1
Telephone

Free: A Buyer's Guide to Workers' -------
------J

American Medical Assn guides

Comp Claim Management Fnrervro the AMA guides

Before you invest in an assembly line approach to Medical and Disability Cost Management...
medical claims management, send for "A Buyer's Customized For You

pairment
Guide to Workers' Comp Claim Management. Home Office, 3903 Northdale Blvd , Suite 200

Tampa, FL 33624
Insurers, such as Liberty Mutual

It will help you choose a model with workers' Calll-800-525-5590

compensation features customized for you. [n Florida, 813-969-0701 Collect
said

Contznued on next page



Spotlight report

Like the highwire performer, it's risky--with ne room for errcr.

Catastrophic iniuries occur infrequently, bu: when they do, your health plan
can't afford to be working without a net--Cost Care's Catastrophic Case
Manager Network With hundreds of full-time Case Management experts,
the Network effectively manages ar.d contains the costs of catastrophic
injuries anywhere in the country.

Cost Care's Network is there when you need it.

Call:

Ray Foose, Director Marketing
1-800-762-3029 Nationwide

./ cATASTROPHIC CASE
10 MANAGEMENT

Comp costs
Conti-lued from previous page

However, some plaintiffs' attor-
neys question the scientific valid-
ity and accuracy of the guides.

"The pain factor isn't taken into
consideration rnuch at all," said
Steven Babitsky, a plaintiffs' at-
torney with Kistin, Babitsky, La-
timer & Beitman n Falmouth,
Mass. He has also co-authored a

129-Fage Dook that analyzes the
AMA guides.

Still, controlling medical charges
and fees fcr wcrkplace injuries is a
probl.m in some states.

"Once it is determined that it is a

workers compensation case, we see
a lot of excess charges." said Na-
tiona- Medical's Ms. Nethercut.

For example. instead of a pro-
vider charging a $335 fee for a sin-
gle group of blood tests, the pro-
vider charges - total of $120 for
individual tests when they are cc-
vered under work comp, she said.

"It's a billing abuse."

To combat billing abuses, 2() U.S
jurisdictions have adopted a fec
schedule for workers compensatior

cases. The schedule is mandated bb
law in 17 of those jurisdictions and
is recommended in the other three

the IAIABC survey says.
In addition, 10 more jurisdic-

tions plan to implement a fee
schedule. The schedule would be

mandatory in eight of those juris-
dictions and recommended in th€

other t,wo, the survey says.
Employers also are hindered ir

applying cost-containment mea-

sures to workers compensatior
claims because of a lack of claims

data, according to Mr. MeNamars
of ARA.

But there are steps that employ-
ers can take to contain the costs 01

workers compensation claims.
An employer should scrutinize

the claims-paying procedures of its
insurer or third-party administra-
tor and decide whether they arre
acceptable, said Terry Broxson
president of Back Systems Inc., a
Dallas-based risk managemenl
firm.

Some insurers, such as Wausau

not only track an employee's treat-
ment plan but also try to help the

employer modify the job so an em-
ployee can return to work as sOon

as possible, said Tony Vogel, Wau-
sau's home office workers compen-
sation claims manager.

But sometimes the attending
physician does not have adequate
information about the injured em-

'Communication and

caring leads to better
control in a positive

way,' says Tony
Vogel of Wausau.

ployee's job requirements, whili
the employer does not have enougt
information about the nature anc

extent of the employee's injury, he
said.

"Better communication and car-

ing leads to better control in a pos-

itive way," Mr. Vogel said.
Even if an insurer's or TPA's ser-

vices are adequate, employers thal
spend $500,000 to $1 million an-
nually on claim costs may wanl
to spend 10% to 15% of that sum tc
have an in-company person hell
resolve those claims, Mr. Broxsor.
said.

For example, General Foods
Corp. has an employee, such as :
plant administrator or nurse, de-
signated as its workers compensa-
tion administrator at each loca-

tion, said David Hieber, corporate
manager of property/casualth
claims, based in Rye Brook, N.Y.

A General Foods' representative
meets with the claims adjusteI
monthly to review claims and spot-
light those that need special atten-
tion, he said.

The Washington Metropolitan
Area Transit Authority found thal
designating employees to provid€
the risk management office with
information concerning a claim
and assisting in its verification
contributed significantly to solvinE
workers compensation problems ir]
its Department of Bus Services (BI
April 14,1986).

In an effort to control costs, ARA

implemented a ConServCo. dis-
ability management and medica]
cost management program with the
help of ARA's third-party admin-
istrator, Alexsis Inc., a unit oj
Alexander & Alexander Services
Inc.

ARA spent $17.36 million on

which was about 62% of all claim

costs. The company, which em-
ploys more than 115,000, is a ser-
vices management company thal
provides institutional food service.

Continued on nert page



Continued from previous page
as well as day care, nursing home
and emergency room management
services.

The disability and medical cost
management program includes:
pre-certification with second-sur-
gical opinions, hospital bill audits,
medical case and disability man-
agement and fee schedule reviews
in those states that have workers

compensation schedules.
The program was begun at ARA

locations in California, Florida,
Texas and Illinois and expansion is
planned at other locations, Mr.
MeNamara said.

The results have been positive,
he said. In the first six months, 92
hospital days were saved, amount-
ing to a 17% reduction in costs, Mr.
MeNamara said. In addition, there
were savings in ancillary services
related to hospital stays, he
pointed out.

A fee-schedule review program
now operating in six states helped
ARA get back $6.39 for every $1
spent for review during the first
six months of this year, Mr. MeNa-
mara said. During that period,
ARA found that medical providers
overcharged the company
$119,000, or 22%, on $537,000 in
total charges.

"I find it amazing that people
aren't looking at these things.
rhat's a ton of money," Mr. MeNa-
mara said.

The fee schedule review is

operating in New York, Massachu-
setts, California, Florida and Okla-
homa and is starting up in Col-
orado.

In addition, ARA has legal bills
related to workers compensation
cases audited because the legal
costs have increased "dramati-

cally," he pointed out.
ARA, which has a guaranteed-

cost insurance program, has a more
difficult time promoting cost con-
tainment and loss prevention
among its managers than does a
company that self-insures its
workers compensation exposure,
Mr. MeNamara said. A self-insurer

is more directly affected because
Loss dollars are all company dol-
lars, he explained.

However, internal cost-alloca-
tion programs and incentive pro-
grams help, he said.

Oakland, Calif.-based Safeway
Stores Inc. saved $1.5 million net
through cost-containment efforts
[or 60 back-related cases from

June 1986 to June 1987, according
to National Medical Audit's Ms.

Nethercut.

The length of stay for 30 non-
surgical cases was reduced to one
to three days from 4.5 days for a
net savings of $1,500 per case, she
said. And, the length of stay for
surgical back cases was reduced an
average of 3.3 days to 4.7 days
from the eight-day expected stay,
she noted. This resulted in a net

savings of $2,000 per case, she
added.

In addition, National Audit de-
veloped a preferred provider net-
work for Safeway.

However, implementing cost-
containment programs like that
can be difficult in a state like Cali-

fornia, in which an injured w6rker
can go to his own doctor if the
worker has preselected the phys-
ician or if he has been under the

care of an employer-designated
physician for 30 days, said Na-
tional Audit's Ms. Brodt.

Employers need to look beyond
medical costs to contain workers

comp expenses, observers say.
Other types of employer-paid or

worker-paid disability programs
should be structured so that an in-

iured worker does not get more
money off the job than on the job,
Ms. Brodt said. Otherwise, there
may be a disincentive for the em-
ployee to return to work, she ex-
plained.

"This can be a problem, espe-
cially when you deal with lower-
paid employees," said Robert

'Once it is determined that it is a work comp case,
we see a lot of excess charges,' says Gail

Nethercut. For example, instead of charging $35
for a group of blood tests, a provider charges $120

for individual tests covered by workers comp.

Nevens, vp of claims at Parthenon.
However, a claimant's own per-

sonality, desires and perceptions
all play a part in his willingness to
return to work, Mr. Nevens said.

General Foods' Mr. Hieber said

his company finds it a bigger prob-
lem to make sure that an injured

employee receives enough money
to live on during his recovery pe-
riod. For example, New York offers
an injured worker only up to $300
per week in benefits. However,
General Foods has a disability
program to guarantee a worker
55% of his wages. I
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AMERICAN RISK RETENTION
ACT ASSOCIATION

(in formation)
A nationwide trade association dedicated

to the advancement of the goals of the
Risk Retention Act

For membership information correspond with:

American Risk Retention Act Association

12222 Merit Drive, Suite 1660, Dallas, Texas 75251
Attention: Daniel D. Dinur
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The runaway cost
of employee health care

is enough to make you sick.
Ifyou're like most companies, offering an employee
health care plan has left you with two choices.
You could either have a quality program that puts
a strain on your budget. Or, reduce the quality
of your plan in order to keep from becoming a
non-profit organizatiofi.

But now there's a cure for this dilemma. That

cure is Parkside Health Management Corporation.
Parkside, a leader in the implementation and
operation of health care cost containment pro-
grams, offers a variety of services on a national
basis to companies of all sizes. What's more,
Parkside provides certification case management
programs, including psychiatric, disability,
national second opinion and more.

Servicing you. Serving the patient.
In addition to services offered through our man-
aged care programs, Parkside also provides a quick
and accurate claims processing service that is de-
signed to coordinate with your company's benefit

plan. Parkside's services to patients are unequalled
in terms of flexibility and efficiency. Why is Parkside
better? Because, while it's our goal to preserve the
patient's peace of mind, it's also our goal to preserve
more than a piece of your budget.

There is a cure.

Call Parkside today to see how we can help reduce
the cost of your employee health care plan. You'll
discover that there is a cure for unnecessary or
unwarranted expenses.

Parkside Health

Management Corporation
205 W. Touhy Ave., Park Ridge, IL 60068 Toll free 800/843-1978

In Illinois, call collect 312/698-4848
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Employers play key role in rehabilitation
By MARK A. HOFMANN

Employers and insurers are re-
ducing the cost of workplace back
injuries by helping to rehabilitate
injured workers quickly.

By shortening the time that
workers with back injuries are off
the job, employers not only reduce
lost workdays, they also increase
productivity and improve morale.

And, employers can further
smooth the way to speedy recovery
by maintaining a good relationship
with its workforce before an injury
even occurs, experts say.

If workers and management view
themselves as antagonists, the re-
covery process will be difficult, ex-
plains Edward M. Welch, director
of the Michigan Workers Disability
Compensation Bureau.

But if employers show genuine
concern and assist the injured em-
ployee in his efforts to return to
work, the healing process will be
much easier, he says.

Mr. Welch contrasts the plight of
an injured worker to that of an in-
jured professional football player.
When an injured athlete is re-
moved from the field, everyone
from the fans to the opposing play-
ers treat the event with respect and
concern.

But an injured worker may find
himself treated as a malingerer by
both his superiors and his co-
workers, which can breed distrust
that leads to more complicated and
adversarial workers compensation
claims, Mr. Welch says.

One of the best ways a company
can express its concern for the
welfare of workers suffering from
back injuries, according to Mr.
Welch, is to "go out of its way and
get him back to work quickly."
Whether the job is identical to the
worker's previous one is not as
critical as the assurance that a job
is waiting.

"Getting him back to some kind
of work as soon as possible is very,
very important," he stresses.

Tony Vogel, compensation claims
manager of the home office for
Wausau Insurance Co. in Wausau,
Wis., which offers its workers
compensation policyholders a re-
habilitation program that treats all
types of workplace injuries, agrees
that the pre-injury relationship
between the injured worker and
his company is key in determining
how quickly a worker will recover.

But even the best employer/em-
ployee relationship cannot totally
pre-empt the possibility of an on-
the-job injury. And, once an injury
occurs, Mr. Vogel suggests employ-
ers intervene immediately to miti-
gate the impact of the accident.

Each day an employee who earns
$300 a week is off the job costs an
employer $60, he said. Based on the
40,000 lost-time cases Wausau
managed last year, putting injured
workers at that salary level back
into the workforce one day earlier
would have saved employers $2.4
million, he estimated.

To speed recovery, Mr. Vogel ad-
vises the employer to maintain a
"constant communications net-
work" with the accident victim.

rhe injured employee must know
that his fellow workers and man-

agement genuinely care about him.
Getting the communications net-

work on-line quickly is crucial, Mr.
Vogel says, because employees
iften view their jobs as a sort of
second family, a family from which
they expect aid and comfort.

The support mechanism needs to
[ocus on the positive, Mr. Vogel
ays. "It'ss important the injured
employee knows there's a place for
him or her," whether or not that
lob is the same one the worker held
before being injured.

Such positive reinforcement

'It's important to build the employee's
self-confidence back,' Mr. Vogel says. 'You

can't motivate people, but you can help them
motivate themselves. It's important to treat
the entire person-the holistic approach.'

should continue throughout the
physical rehabilitation process and

beyond, he says.
Mr. Vogel cites several strategies

for carrying out this back injury
rehabilitation program, all of

which involve rehabilitating the
mind as well as the body.

Employers, for example, may
speed the transition back to the job

by modifying the employee's work-
ing environment. Doing so may in-
volve something as simple as
changing the position of a work-
bench or piece of machinery to re-
duce stress on the back. It also may
involve encouraging the returning
worker's fellow employees to pro-
vide some extra assistance during
his back-to-work transition pe-

riod.

In addition psychological tools
can be used: Allowing an injured
worker to return to work during
the middle of the week rather than

on Monday le:s him ease back into
the flow, Mr. Vogel says.

"It's important to build the em-
ployee's self-confidence back," Mr.
Vogel says. ' You can't motivate
people, but ycu can help them mo-
tivate themselves. It's important to
treat the entire person-the holis-

tic approach.'
Mr. Vogel stresses that the longer

the injured worker remains off the
job, the less likely he is to return.

In fact, the chance of an employee
who has been out for a year re-
turning to work drops to perhaps
as low as 5%, Mr. Vogel says.

In addition to responding

quickly to back injuries when they
occur, Dr. Richard S. Materson,

president of the Chicago-based
American Academy of Physical
Medicine and Rehabilitation, sug-
gests screening employees before
they are assigned to potentially
hazardous duties.

"An ounce of prevention is worth
1,000 tons of cure," he says.

To help decrease the likelihood
of back injuries, Dr. Materson sug-
gests that employers pre-screen
workers to assure that they have
adequate soft tissue flexibility and
strength to perform strenuous
tasks.

But if an accident occurs, Dr.
Materson says it is important to

Continued on next page
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"get a physician who enjoys taking
care of patients with back in-
juries."

The physician must take the time
to thoroughly review the patient's
back-injury history, to search for
patterns and to ascertain that the
particular injury does not stem
from a pre-existing condition, says
Dr. Materson, who teaches at Bay-
lor University's College of Medi-
cine in Houston in addition to

maintaining a private practice.
"You need somebody with a

computer on his shoulders to go
from A to Z," someone who will
examine the patient's psycho-so-
cial history, Dr. Materson says. The
physician needs to uncover any
workplace, financial or personal
problems that may produce stress
and tight muscles that exacerbate
back injuries.

Most important, the physician
should remember throughout the
process that he is dealing with a

person, not a wound.
Employers and their workers

compensation insurers should ex-

pect frequent reports on the
progress of the back-injury patient
to ensure that the case is being
monitored adequately, Dr. Mater-
son says. By "frequent," he stresses
he does not mean monthly, but
rather as close together as reason-
able.

Dr. Materson says that 86% of
the patients passing through his
back injury rehabilitation program
have returned to productive life-
styles. Still, he asserts that despite

the crucial role of the physician,
"the ultimate responsibility for
getting better is the patient's."

Applying sports medicine tech-
niques to workers' back injuries is

one of the best strategies for get-
ting employees back on the job, he
says. Most patients, he says, have
seen sports medicine in action

when an injured professional ath-
lete is taken from the field.

The hallmark of the technique,
he says, is diagnosing the injury
promptly and stifling the degree of
injury as quickly as possible. If the
injury does not include a fractured
bone, uninjured parts of the body
are not allowed to degenerate.

With sports medicine, Dr. Mater-
son adds, a treatment program is

developed for a particular injury,
which is more effective than a gen-

'The ultimate

responsibility for
getting better is the

patient's,' Dr.

Materson says.

eral "cookbook" approach in
which all back injuries are treated
alike.

If a patient cannot return to his

previous job, "I want him to think
of other employment early on," Dr.

Materson says. As part of rehabi-
litation, he tells his patients to an-

alyze their assets.
"We don't want to know what's

wrong," he explains. "We want to
know what's right. It's far better to
go to an employer with a list of
what you can do than with a list of
what you can't do," he says.

The use of athletic techniques to

ease injured workers' return to
work is the keystone of Wallbro
Corp.'s rehabilitation program.
The program was designed by Ath-
letic Training services of Mount
Pleasant, Mich., after a two-year

study of Wallbro's workers com-
pensation costs.

According to Don Tonti, director
of human resources for the Cass

City, Mich.-based manufacturer of
small-engine fuel systems, Wallbro
employees are referred to as "in-
dustrial athletes."

Under the direction of Martin

Daniel, a certified athletic trainer,

workers participate in an exercise
program that helps strengthen
muscles often injured in work ac-
cidents.

Roughly 70 employees pass
through the training center's reha-
bilitation unit each week, most of

them suffering from minor strains
and sprains, according to Mr. Dan-
iel. Although participation in the
rehabilitation program is volun-
tary, so far no worker has refused
to take part.

While figures on back injuries at
the company are not available, the
program reduced overall workers
compensation costs by more than
55% in its first year of operation
Mr. Tonti says.

To illustrate the program's effec-
tiveness, Mr. Tonti points to th€
case of a maintenance worker whc

suffered severe back pains. Whil€
two physicians suggested surgen
to reduce the pain, the worker in-
stead chose physfcal rehabilitatior

Continued on nezct page
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at the center. After six months of

exercises, weight training and
whirlpocl massages, the worker re-
turned to his job full time.

Ano:her advantage of the ath-
letic training program, Mr. Tonti
stresses, is that it allows employees
to work during rehabilitation. The
system, he says, is much more pop-
ular than the traditional approach
Df keeping workers at home until
they are whole.

"Our people enjoy i'. a lot more,"
he says. "They're told up-front
what their problem is and they're
getting it taken care of. Their in-
tent is to get -Jack to work,"

Another Michigan corporation's
rehabilitation program is commit-
ted "to keep our injured workers
working " says Libby Child-Las-
kowski, workers compensation
manager for Grand Rapids, Mich.-
oased Steelcase Inc. And, meeting

With skyrocketing hospital costs, '
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that commitment can mean job
modification or even job creation,
Ms. Child-Laskowski adds.

Some workers suffering back in-
juries who cannot return to their
previous jobs are transferred to the
company's materials reprocessing

department, where they do very
light work such as cleaning, sort-
ing and counting gloves. The job,
which was formerly contracted
out, provides transitional employ-

ment for as many as 20 workers at
a time, Ms. Child-Laskowski says.

"Employees are a very important
asset. We want to keep them func-
tioning," she says.

Speed is of the essence if any em-

ployee is to be kept functioning,
asserts Dr. David Lehrman of the

Lehrman Back Center in Miami

Beach.

The best way to deal with back-

related injuries is to put the acci-
dent victim into a program of
proper treatment within a week of
the incident, he says. Ideally, "I'd
like to get him the day of the acci-
dent."

Like MI·. Vogel, Dr. Lehrman
stresses that the longer a patient is
allowed to remain out of work, the

less likely he is to return to work.
"Bed rest and pills is not the an-

swer," Dr. Lehrman says, because
allowing patients to remain at
home feeling sorry for themselves
accomplishes nothing. Such pa-
tients, he says, are not only less
likely to return to work but are
more likely to file protracted
workers compensation claims.

"The issue isn't getting him back
to work," Dr. Lehrman says. "It's
keeping him back at work."

Dr. Lehrman says that about
70% of the long-term workers com-
pensation patients treated by his
clinic return to work and stay on
the job. These long-term patients,
who have been out of work for

more than a year, are the most dif-
ficult group to treat, he says.

If treatment were to begin within
the first week of the injury, Dr.
Lehrman believes the success rate

would exceed 9()%.

Rehabilitation must deal with

both the physical and emotional
aspects of the injury, and tradi-
tional back-injury treatment often
fails to take this into account, Dr.
Lehrman says.

He advocates retraining and re-
educating patients to help assure
that back problems neither grow
more serious nor recur·.

While some injuries do require
surgery, Dr. Lehrman says:
"There's too much cutting going
on."

In addition, Dr. Lehrman
stresses that no matter what course

of treatment is taken, treatment
cannot stop with the patient's re-
lease from a rehabilitation facility.
Patients who receive care at Dr.

Lehrman's center continue the re-

habilitation process after their re-
turn to work through a daily regi-
men of exercises.

Looking at the patient as a
whole, rather than as just an ex-
tension of an injured back, also is
part of the therapy at the new Tay-
lor Spine Institute in Delano,
Calif.

Dr. Allen C. Chamberlin, the in-
stitute's executive director and

chief surgeon, advocates a team
approach involving spine special-
ists, psychologists, nutritionists,
therapists and others in promoting
back-injury recovery.

But, rather than dubbing his ap-
proach "holistic," Dr. Chamberlin
prefers to call it "high-tech."

The fragmentation of back-in-
jury treatment services has hin-
dered rehabilitation, Dr. Cham-

berlin says. Under his system,
various specialists collaborate on
an individualized recovery plan
through the use of computers. The
use of a computer-linked team of
experts, he says, provides a more
objective diagnosis than do tradi-
tional methods.

Continued on page 26
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The institute is based on the

premise that the best way to
treat back injuries is through
placing "expertise under one
roof with an emphasis on con-
certed effort," he says.

Dr. Chamberlin, an orthope-
die surgeon, views surgery as
the last resort, saying that at
least 80% of work-related

back injuries can be remedied
without it. Instead, he favors

"putting the patient in charge
of his back pain" through cog-
nitive therapy.

The therapy uses education
concerning anatomy, physiol-
ogy and nutrition, combined
with regular body condition-
ing, to give the patient a "new
mind set" that will decrease

the chances of back injury re-
curring, he explains.

He estimates that 85% to

90% of those treated at his fa-

cility will return to what he
called "productive lifestyles."

Part of the new mind set in-

stilled at Liberty Mutual In-
surance Co.'s back school in

Boston involves "an attempt

Ato remove the mystery sur-
-%* rounding the whole problem
 of back pain," says Reginald

K. Wakefield, the insurer's
manager of rehabilitation and
medical services.

The back school is part of
the Liberty Mutual Medical
Service Center, which seeks to
rehabilitate workers with a

variety of injuries.
Mr. Wakefield points out

that 90% of workers who suf-

fer back injuries return to

their old jobs within eight
weeks.

Liberty Mutual's national
network of rehabilitation

nurses recommend the re-

maining 10% attend the once-
monthly, weeklong back
school. Seventeen medical and

rehabilitative personnel work
with these employees, most of
whom have been out of work

for one to six months, he ex-

plains.
Eight or nine patients at a

time'participate in a program
based on the work of Dr. Alf

Nachemson, a Swedish ortho-

pedic surgeon, in which they
are taught to cope with back
pain so they can return to
work.

The back school patients
also undergo a conditioning
program of detailed job simu-
lation„Guch as driving a truck
on a hazardous road. During
the simulation, rehabilitative

and medical personnel moni-
tor the worker's reactions and

suggestions for modifying his
or her behavior or the en-

vironment to reduce back

strain.

Mr. Wakefield says that al-
though there are no separate
statistics for the back school,
the Medical Service Center

has an impressive record of
rehabilitating injured work-
ers. Six months after the end

of the calendar year in which
they receive treatment at the
center, 74% to 77% of those

treated are back on the job,
enrolled in an active voca-

tional rehabilitation program
or otherwise have had their

cases resolved satisfactorily,
he says.

Dr. Materson advises em-

ployers to put themselves in
the worker's position when
handling back injuries: Treat
those with back injuries as

you would like to be treated if
you were in the same situa-
tion. That way, he says, both
employers and employees feel
better about themselves and

the recovery process, which, in
turn, proceeds quicker. I

At Liberty Mutual's Back School,
each day begins with morning exer-
cises. The goals of the Back School
are 'to teach self-management, in-
crease the level of function, pro-
mote return to work and prevent fu-

ture back-related problems.'
(Photo: Liberty Mutual)
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Back injury prevention eases
strain on corporate budgets

Bv KARI BERMAN
and DEBORAH SHALOWITZ

NEW YORK-Employers can alleviate strain on
their budgets from back injuries by offering preven-
tion programs aimed at reducing the frequency and
severity of back-related claims.

Prevention programs can reduce employers' overall
work comp claims by as much as 64%, consultants say.
And, they say employers that have adopted programs
designed specifically to prevent back injuries have re-
ported savings of up to 90%.

Employers can achieve "a 3% to 19% increase in pro-
ductivity and a reduction in total back injuries of up to
78%," said Charles Anderson, vp of engineering and
ergonomics at Back Systems Inc. in Dallas.

Nancy Selby, president of the Spine Education Cen-
ter Inc. in Dallas, reports that employers with a com-
prehensive back injury prevention program can realis-
tically expect a 25% decrease in back injuries and
a 50% decrease in lost work days.

"In some companies, we are seeing a 90% reduction
in expenditures over time," she added.

"A back injury can cost a company $500,000. To
combat the costs, companies have to identify and treat
the stressors before the injury occurs," says Dr. Clif-
ford M. Gross, president of BioMechanics Corp. of
America, an ergonomics firm in Deer Park, N.Y.

Back Systems and Biomechanics help employers
avoid workers comp claims by reducing employees'
muscle stress.

Although some workers have s greater risk of sus-
taining a back injury than others, back injuries can
strike anyone at any time and preventive measures
should be implemented in all workplace environments,

f: ,

" . ..0-

according to medical and risk management experts.
"Back injuries do not just occur in jobs that require

transporting heavy loads," reports Dr. Gross, adding
that employees who work at computer terminals all
day often sustain back injuries.

Ms. Selby agreed: "It is important to realize that
back injuries are not just related to jobs that in-
volve lifting. Any movement done repeatedly the
wrong way in any job can result in damage to the
back."

To reduce the risk of back injuries, Dr. Gross recom-
mends that employers:
• Teach office workers correct posture. Many work-

ers do not know how to sit properly and unknowingly
put additional stress on their backs, Dr. Gross ex-
plains.
• Encourage workers to do warm-up exercises.
"Like an athlete, office workers have to warm up

before they start making demands on their body,"
says Dr. Gross.
• Adjust employees' work stations. Risk of back in-

juries can sometimes be reduced by altering a workers'
chair or desk.

"In one situation, we found lighting to be a problem,
so we gave employees a light meter to measure the
amount of illumination on the screen," Dr. Gross said,
explaining that the employees were straining t.]*lr
backs to properly see computer screens. -» --„-

stress at a desk or computer terminal, he said.
"We assess the specific job demands on strength, en-

durance, posture and movement. Then we advise the
company on the best ways to reduce the probability of
back injury," says Mr. Anderson of Back Systems.

Continued on nert page
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how to do it with the least likeli-

hood of causing injury," he says

The incorporation of ergonomIc
engineering concepts such as re-
packaging a heavy load in a way
that reduces the stress put on the

back iS another method of reducing fi

work-related back injuries, he
said

"Sometimes we will advise a

company to select chairs in rela-
tion to the task," Mr Anderson

said "A person at a computer has
different needs than someone at a

drawing board Ergonomic chairs
are very effective for people who
sit all day and have produced up --

to 15% productivity increases in
clerical work ,

certain they are capable of carry-
Screening new employees to be CQ.nsel*ted Stat,utory Ffij,aix#al LI,n,formatign ·,, ]

ing out stressful tasks "is an elfec-
live measure for companies where
physical endurance is a necessity," RM Insymng, ©empeny *nd
explains Mr Anderson "We advise '#54 #la*dly'insurang® Company 1
both strength and endurance test-
ing If they can't do the test, then .L

they can't do the job "
By implementing an employee

screening program for nurses aides STATUTORY SUBPLUS COMBINED RATIO
at the 279 nursing homes it oper- 20*50=lcd) 1

ates, Philadelphia-based ARA Ser-
vices Inc has been successful in 1987 -= #61*yed. r. 1989 77.2*
preventing on-the-Job injuries, ac-
cording to James MeNamara, man- )]966 *53.003 ° < '= Bil
ager of corporate loss prevention 1935 - f.037and cost control

0907
ARA uses six tests including 39434 - 671)

.

partial push-ups and partial sit- *Rot *-- **SS,·2&» 1 33 - 04
-2.'ups to screen job candidates to see

if they have the physical capabili- 192 -49 :,: 2 .,
,·ties necessary to be a nurses aide - I

Since ARA started the program, l
5 VEAR
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about 20,000 potential Job candi- 4-QMDINED *4410; 92& .
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1

dates have taken the test, accord- 5%1987-39*
ing to William Emery, corporate
risk management supervisor

.
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pass, he said /000 *lilk#

By combining the employee
screening program with a training

.

Bve,/ 4 *p 157,388* f4
- 1987 *: #50,402* 2 :

program and a loss allocation sys-
tem that charges workers compen- : 1989 - 1$159,508 . 3. , 2. 1986 » #46;243
sation claims to the individual

nursing homes, ARA nationally
, 1985 k.= e*,1 4.599.3 . '. .: . · , 11985 -*22,734

was able to reduce accidents in fis- 1984 - $48.719 #984 -* £150
cal 1985 by 15% and claims by 5 1983 - # P54*6 1933 - $.4*985 o ,about 5% from 1984 In fiscal 1986

accidents declined 3% and claims 1982 - $. 315..17.1 ,1982 u· -5.4455 0 tr

dropped 6% from 1985 (BI, April
14, 1986)

W R Grace & Co, a New York- · · *Six menths sesalts =led june 30. 1987 - #
based diversified manufacturer, q

also has been able to reduce the

cost back iniuries, which were
costing the company close to $1
million annually, according to Ro-
bert Marion, safety manager for
Grace Specialty Chemical Co 0

By investing in machinery to lift
60-pound and 100-pounds sacks
that employees had been lifting,
Grace was able to reduce its expo- . 0 . . .. .. .
sure to back-related claims

"Back injuries are the single
most expensive inlury that we
have, we are always looking for .§ 0 / ..- . D

ways to reduce the risks," Mr
-0 . ..

Marion said

Although he did not have any 48 -. I .- .... - .

statistics on the effect of the new

machines, "We are confident that & . .e . ..

the steps we are taking will help
.

reduce the costs of our claims "

The Canada Postal Corp in Ot- *-0 ...

tawa reduced 1ts exposure to back-
related workers comp claims by
designing new ways for postal
workers to carry the mail, said
Donald Lord, manager of safety/
hygiene

He said back claims accounted
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In previous years, back injuries
comprised 25% to 40% of Sysco's
workers compensation claims,
costing the company more than $2
million annually, he said.

"We are pleased with Back Sys-
tems and the results we have had. I

believe that we will be able to re-

duce the amount of back injury
claims significantly," he said.

At Mead Corp. in Dayton, Ohio,
work-related injuries were reduced
through a two-pronged program of
purchasing more machinery and
training employees.

Doug Marcero, corporate man-
ager of health and safety at Mead,
said the company developed the
program to combat rising workers
comp costs. Back injuries alone
were costing the company $250,000
to $1 million a year, he said.

One facet of the plan eliminated
many of the lifting tasks that
workers perform through in-
creased use of equipment and ma-
chinery, said Mr. Marcero.

For example, instead of man-
ually transferring heavy cartons
[rom a table to the floor or vice

versa, Mead now uses a "scissors
table," which rises and 16wers the
:artons to different heights.

The other facet of the program is
training workers on proper lifting
techniques. Mead produced video-
tapes, slide/tape shows and bro-
:hures to train employees.

Because the program has only
been in effect for about a year,
Mead doesn't have figures on any
cost savings for the company, Mr.
Marcero said. However, he said
both the company's claims and
costs are decreasing. Furthermore,
the cost of the program-$80,000-
is only equivalent to "a couple of
bad back claims," so even a small

savings initially would make the
whole thing worthwhile, he added.

In an effort to create a healthier

work force and reduce workers

comp claims, Armonk, N.Y.-based
International Business Machines

Corp. started a health promotion
program in 1981 which reimburses

employees and family members for
a variety of classes taken at local
health clubs or YMCAs.

In addition, in the New York

area, a "Plan For Life" catalog
alerts employees about classes, in-
cluding healthy back, exercise, and
strength and endurance training, a
[BM spokeswoman said.

Unions are also taking an active
role in preventing workplace back
injuries, according to James Ellen-
berger, assistant director of the
AFL-CIO's department of occupa-
tional safety, health and Social Se-
curity in Washington.

Although "the responsibility of
training workers properly for the
task at hand is the employer's,"
some unions are voluntarily con-

ducting their own safety training
programs, he said.

For example, many of the con-
struction trade unions have ap-
prenticeship programs that include
instructions on how to avoid injur-
ing one's back on the job.

Workers compensation insurers
are responding to policyholders'
needs to reduce back injury claims
by offering ergonomic advice.

Wausau Insurance Cos. of Wau-

sau, Wis., encourages companies to

take advantage of its "Supervise to
Prevent Back Injuries" program,
said Arleen Hayes, manager of oc-
cupational health services. The
program, which was implemented
in 1985, teaches supervisors how to
prevent back injuries.

The supervisor receives a kit that
includes a video, printed material,
posters and brochures for employ-
ees. "We also give them advice on
how to evaluate the ergonomie
hazards of the workplace and make
proper modifications to reduce the
risks," Ms. Hayes said.

By implementing the Wausau
program, MagneTek Universal

Manufacturing Co. in Bridgeport,
Conn., was able to significantly re-
duce its exposure to back-related
workers comp claims, says James
Dunn, manager of industrial rela-
tions.

"Back injuries were among thz
highest workers compensation
claims. Now, our lost work days
have decreased substantially, and
this year we have not had any

claims related tc backs," he said.

Boston-based Liberty Mutual In-
surance Co.'s back injury preven-
tion program incorporates thre€
techniques: job design, job place-
ment and employee training, ac-
cording to Stover Snook, project
director of ergonomics at the Lib-
erty Mutual Research Center ir.

Hopkin:on, Mass.
"We :ry to guide companies or.

how --hey can redesign jobs and re-
duce back prcblems. We find that
if you can design a job that 75% of
zhe general population can do, then
you can reduce back injury by one-
third,' Mr. Sn zok explained.

Liberty Muxial also helps em-
ployer: reduce on-the-job injuries
by using a series of medical and
strength tests to help hire and
place individz-als in the most ap-

propriate jobs, he said.
Mr. Snook reports that the most

successful prevention programs are
those that are multifaceted and at-

tack the problem from different di-
rections. "A company can't offer a
warm-up exercise program and ex-
pect it to work on its own. There
has to be a variety of measures
working together in order to get
results," he said. I
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Equipment designed to prevent back injury
By KARI BERMAN

Employers looking to reduce
workplace back injuries can pur-
chase a hodgepodge of gadgets, de-
vices and mechanisms to get the

job done, with prices ranging from
very little to tens of thousands of
dollars.

Although independent research
has not been collected to support
the effectiveness of these gadgets,

immediately, at tbe,fl,st 1*Ort of injuty. ·
I FOCUS medical professionals review all "first

reports"and identify potential problem cases.They
contact the employee, and, when necessary, the
treating physician to assess the appropriateness of
the treatment plan, to evaluate whether the injury is
work-related, and to determine whether a pre-
existing condition is involved.

0 COMP-VIEW monitors all surgical procedures and
hospital admissions, as well as costly outpatient
care.

0 Cases that warrant independent medical exams are
identified earls befo,e bills mount up.

"if they motivate individuals and
psychologically help them believe
that they're getting better," they
can't hurt, says Stover Snook,
project director-ergonomics at
Liberty Mutual Research Center in

Hopkinton, Mass., a unit of Liberty
Mutual Insurance Co.

Strength training is probably the
most important element in pre-
venting back injuries, points out
Ken Hutchins, an engineer at Nau-

PRIckum . require

ne#* surgery, hospitalization or . *.
  f. corliddtitpatkni'cate is anticipated, and

kienever lost Mme is expected to exceed two
weeks.-

FOCUS invites employers, insurance carriers,
associations, TPAs and brokers to learn more about
COMP-VIEW and COMP-NET, as well as other FOCUS

services that are helping employers reduce their
Workers' Comp and Group Health expenditures.
Complete the coupon below and send it today for a
free, no-obligatioz video cassette that will show you
how FOCUS can help control Workers' Compensation
medical costs. Or, if you prefer, phone FOCUS collect
at-615-377-9936.

COMP-NET

Workers' Compensation statutes in many states permit
employers to designate the medical providers their
employees must see for a work-related injury. Careful
selection of providers can have significant impact on

ifS reducing costs. FOCUS has developed a "Select
f.7, :, Network" of occupational medicine providers,

-1 1 -: '*811;r . »,
. a

i - - B

IWF . Ir»...
%0*

FOCUS 1
Stepping Forward in Medical Risk Management I

Please send me more information on FOCUS Workers'

Comp cost-containment programs.

Check appropriate block:
El 1/2"VHS Cassette El Mi" Beta Cassette

Name:

Title·

Company:

Address·

City: State· Zip:

Phone·

If you prefer, call collect to 615-377-9936 to request your
video cassette today.

Send coupon to:
FOCUS HEAErHCARE MANAGEMENT ASSOCIATES

7101 Executive Center Drive (Suite 160)
Brentwood, TN 37027

tilus Sports/Medical Industries
Inc. in Dallas.

"Most back injuries could be
prevented if people are instructed
on how to move and if muscles are

made stronger," he stated.
Nautilus makes a low-back ex-

ercise and training machine, called
a trunk-extension machine, for
both commercial and home use,
Mr. Hutchins noted.

The home version of the machine

costs about $500. Nautilus is
working on producing a videotape
to accompany the home machine.

The commercial version of the

machine costs about $2,500 and is

designed to withstand heavy, long-
term use of up to several hundred

people per day, he said.
Mr. Hutchins "strongly" recom-

mends that people planning to in-
vest in the commercial low-back

machine attend a two-day seminar
in Dallas on how to use the ma-

chine. The next seminar will be

held in November and the charge is
$125.

BioMechanics Corp. of America,
a full-service ergonomics firm in
Deer Park, N.Y., has created the

Pocket Ergometer, a portable bio-
feedback device that beeps when

the individual is sitting incorrectly

if devices motivate

and help people

believe they're better,

'they can't hurt,'

says Stover Snook.

and continues the signal until the
posture is corrected. Pocket Ergo-
meters cost $179.95 each.

In addition to the Ergometer,
BioMechanics recommends its Per-

sonal Back Support as an injury
prevention tool for those whose
jobs entail manual lifting.

"It is designed to support the
lumbar region of the spine, mini-
mizing spinal twisting that can
occur during lifting," explains a

BioMechanics Corp. spokesperson.
The Back Support, which costs

$24, is a wide, lightweight and
flexible belt, with adjustable Vel-
cro straps, allowing employees to
wear it for long periods of time
comfortably.

BioMechanics also has developed
a three-minute morning video ex-
ercise routine that workers can

quickly perform at their desks to
prepare for the strains of the day.
"It is designed to increase strength,
flexibility and fatigue resistance.
We also advise using a hand grip-
per to strengthen the hand," says
Dr. Clifford M. Gross, president of
BioMechanics.

The video is part of Office-Plan,
a complete employee training pro-
gram that includes training man-
uals, a light meter, biofeedback
monitor, 25 slides and 3 video cas-

settes. The complete Office-Plan
sells for $1,500.

BioMechanics's also has de-

signed an ergonomic chair-which
has not yet been marketed-that
mechanically aligns to the individ-
ual's spine after inserting a coded
access card, according to Mr.
Gross.

Darrell Heppner & Associates
Inc., a San Leandro, Calif.-based

risk management services firm,
offers a different type of back sup-
port called the Compvest Back
Support.

The nylon and Velcro device con-
sists of two shoulder straps that
cross in back and are attached to

an adjustable belt that fastens
around the waist. The device pro-
vides lower back and abdominal

support, reducing the incidence 01
Continued on next page
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WE GET RESULTS
Management of injured persons receiving
Disability Compensation. Catastrophic
Case Work a Specialty!

• ACCIDENT & HEALTH

• WORKERS' COMPENSATION

• AUTO/GENERAL LIABILITY

• LONG TERM DISABILITY

VPS CASE

MANAGEMENT

SERVICES, INC.

We Make Things Happen"
CALL (804) 288-1168 for results

t

Photo: Cybex Back Systems

The Cybex Trunk Extension/Flexion Testing and Rehabilitation
System includes a computer terminal and color graphics printer.

Achieve
Two Goals at Once.

-

/ 1
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Reduce Workers' Compensation Costs and

Improve the Quality of Medical Care
A unique computer-based medical monitoring

service developed by renowned orthopaedic surgeons
Dr. Henry Feffer and Dr. Alf Nachemson, CareScan
checks employees with orthopaedic injuries to make
sure they are receiving proper medical treatment
and intervenes when necessary.

Because employees receive quality treatment
for their injuries, they return to work sooner and
workers' compensation costs are reduced.

CareScanSNI Features

• Designed for large and small employers,
self-insured entities, third party administrators
and insurance companies.

• Easy-to-implement and extremely effective in both
government applications and in private industry.

• Widely accepted by employees, unions, and
community practitioners.

CareScan SM Results

• At a major utility, HCS reduced the number of
back surgeries by 80% and reduced the cost of lost
days due to back related injuries by 50%.

• At a large urban transit system, HCS reduced the
medical and indemnity costs of upper and lower
back injuries by 45%.

• At a national trucking company, HCS lowered the
number of average days lost per back injury case
by 15%.

Start your company achieving two important
goals at once: Lower workers compensation costs
and improve the quality of employees' medical care
with HCS CareScan. For more information, call Blair
Driskell at 800-832-6427. In Washington Metropoli-
tan area, call 342-2100.

* HCSInnovative Medical Monitohng
600 New Hampshire Avenue. NW
Suite 900

Washington, DC 20037

.

Devices
Continued from previous page
back injury while increasing pro-
ductivity and lowering workers
compensation costs, said Darrell
Heppner, president of the firm.

"In some cases, it becomes the

employee's personal protective de-
vice like a hard hat," Mr. Heppner
explains. "We have found that it
has significantly lowered our eli-
ents' back injury costs, reducing
the number of injuries and their
severity by 40% to 80%."

The back support is available on
a consignment program that allows
companies to try two vests for two
weeks before buying the product.
Each vest costs $98.98, with price
reductions for larger orders.

In addition, Heppner & Associ-
ates markets the Portapillow, an
inflatable pillow designed to di-

'Most back injuries
could be prevented if
people are instructed

on how to move,'

says Ken Hutchins.

minish lower back stress for people
who sit for long periods of time.

The pillow can be adjusted for
individual needs by placing it in
the small of the back and inflating
or deflating it until comfortable.
Each pillow costs $7.95.

For companies that can afford to
purchase more expensive compu-
terized equipment, Cybex, a divi-
sion of Lumex Inc., a back test-
ing and exercise equipment
manufacturer in Long Island, N.Y.,
offers a Trunk Extension/Flexion

Testing and Rehabilitation System.
The system, which includes a

clinical work station computer and
a color graphics printer, is used to
test and rehabilitate the trunk

muscles involved in lifting. It also
is used both to measure and in-

crease lower back strength.
As the worker stands in the ma-

chine and moves a bar in different

directions, the attached computer
measures the force, power and en-
durance exerted throughout the
range of motion, assessing the indi-
vidual's capabilities. The complete
system costs $49,900.

Also available through Cybex is
LIFTASK, Lifting Capability and
Training System, created for pre-
employment screening and task
simulation and training.

The treadmill style machine re-
quires the individual to squat and
lift the attached bar, while the
computer adjusts the resistance
and measures the individuals' abil-

ity to preform the task. If used re-
gularly, it can help improve the
function of the back as well as all

other body parts involved in lift-
ing. LIFTASK costs $39,670. I
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Back injuries cause many comp claims
By LAURA MAZZUCA

Back injury claims make up al-
most one-third of all workers com-

pensation claims filed, according
to figures supplied by nine state
workers compensation bureaus.

The states-Arkansas, Califor-
nia, Florida, Maine, Michigan,
Minnesota, New Jersey, New York
and Pennsylvania-were chosen by
Business Insurance because they
represent a geographic cross-see-
tion of the country. The states also
vary widely in back injury admin-
istration.

While some states specifically
break out figures for back injuries,
others may include such claims in
categories such as injuries to the
"trunk," wh: ch includes the abdo-

men, back, chest, hips and shoul-
ders.

BI also attempted to survey Illi-
nois, Oregon and Texas, but those
states do not maintain separate
figures on back injuries.

The follow:ng is a breakdown of
state workers compensation bu-
reau statistics on claims paid and
general compensation procedures
for back injuries.

Arkansas

Back injures comprised 11,)39,
or 32.8%, of the 33,625 bodily in-
jury claims f.12d in Arkansas for
the reporting period ending June
30, 1986, the state Workers' Com-
pensation Commission reported.

A break-

down of ex-

 ported hat
penditures for

back injury
claims was not

available, but
the state re

total expendi-
tures for work-

ers compensation cases closed in
1985-1986 amounted to $89.6 mil-

lion including $26.2 million in
compensation benefits and $13.3
million in medical expenses.

Total expenditures in 1984-1985
were $91.8 milhon, with $28.4 mil-

lion in compensation benefits and
$17.1 million in medical expenses.

Injured workers in Arkansas re-
eeive a maximum weekly benef:t of
$189 and a minimum weekly bene-
fit of $29 for up to 450 weeks.

The state relies on medical re-

ports from the employee's phys-
ician for evaluation of his physical
condition. Rehabilitation is not

mandatory und€rArkansas law
Arkansas has recently under

taken a $100,00) safety study pre-
gram to address :he prevention of
workplace accidents.

California

In 1986, back and spinal cord k-
juries topped the body-part .n
jured list in the nation's most pop-
ulous state, comprising 22.3% of a.1
workplace disabilities, according
to the California Workers' Com-

pensation In-
stitute. !

Total medi- -

cal expenses
and workers

compensation 
benefits

amounted to

$2.7 billion, s
with tem-

porary disabil- ,
ity compensa-
tion benefits

currently

capped at $224
per week. --

Back injuries
made up 90,517 of -he 406,683 dis-
ability cases reported during the
period.

Under current California guid€-
lines, the evaluating physician
must determine the effect of the

injury on the empicyee's ability to

work and how it affects the

worker's efficiency on the job. Be-
cause this method is not medically
objective-especially in the case of
back injuries there are many dis-
puted claims, the institute says.

In 1986, every ninth workers
compensation claim but more

than 80% of the state's permanent
disability claims was litigated.
Back injuries triggered 45€6 of all
litigated claims. Each litigated
claim cost an average of $5.078,
with a total cost of $985 million in
1986.

California in 1975 was the first

state to adopt mandatory benefits
for vocational rehabilitation. This

accounts for 15% of the total work-

ers compensation costs. Mandatory
rehabilitation benefits also in-

creased state workers comp insur-

*rr

ance rates an average of 2.7% to
pay for the benefit and boosted
litigation costs, because claims are

frequently disputed, according to
the bureau.

In an attempt to cut down on liti-
gation, state regulators are tight-

ening the evaluation process to
more strictly adhere to objective
medical findings. Especially tar-
geted are back and psychological
claims, which together accounted
for 40% of the incurred losses for

California workers compensation
insurers in 1986.

Florida

Back muscle injuries made up
15,281, or 17.9%, of the 85,563 in
disability claims reported in Flor-

ida in 1985, the most recent year
for which statistics are available

from the Florida Division of Work-

ers' Compensation.
Med ical disbursements for back

injuries exceeded 543 million, or
more than 10%,of the $416 million
in total workers comp claims costs

while wage-

loss compensa
tion for back

injuries
amounted to

345 million.

Thesefigures
include both

closed claims

and claims reserves as of June 30

1986.

A maximum of 26 weeks of reha-

bilitation is mandated in Florida if

the worker is unable to resume

working at his previous job and
Continued on page 42
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Home Insurance is well aware what a Jungle it'S become out place-simply because they're difficult to understand. But we pride
there for people at the top. Mismanagement suits, mergers and proxy ourselves on creative underwriting: identifying a good risk and
fights are turning corporate executives int() an endangered spec:es. tailoring standard policies to individual needs or unusual exposures

And we're committed to making it a safer world for them to live in. It's the kind of professional treatment Hoine Insurance is known
We're especially interested in challenges beyond the reach of for After all, we've been handling risky situations for customers ever

most underwriters New companies or companies going publ c or since we started business, back in 1853.
reorganizing, such as those in leveraged buy-outs. Or industr_es such If you could use a guide through the corporate jungle, contact
as high-tech manufai turing, or real estate development, or oil and gas. your insurance agent or broker Or write Marshall Manley,The Home

Risks like these interest Home. Others call them diffiel-lt to Insirance Compans 59 Maiden Lane, New York, N.Y. 10038.

Home Insurance
The Home Ingance Conipan\ 13,1 iliembet of The Honie Group. Inc There's no place like it.
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REHABILITATION
By David R. Metherton
and David B. Connell

ETWEEN A WORKER'S disabilityand his or her rehabilitation lies

the demand for experienced

management.

A complete picture of the worker's
current and expected level of

functioning is the single best bridge
between injury and a successful return
to work. The bridge, however, is often
makeshift, incomplete and weak. It is
always the result of a professional's

own judgment.
The need for accurate and

well-founded judgments is always

present, and those critical points for
which the experienced mind looks can
easily be misinterpreted, forgotten or
overlooked. Strong cases can become
old cases. Familiar cases become

complicated and very expensive.
Without the essence of the best sort of

experience, the individual treatment
of each employee's case is derived
from an unfortunately limited

perspective.
During the short·history of

rehabilitation, coming to some
understanding about the functional
level of a disabled worker has

alternately been the province of the
rehabilitation contractor, the state
agency, the independent professional
evaluator, the disability claim
management company and, of course,
the insurer paying the claim. In some
instances, companies have set up
procedures to make very quick
decisions about closing out workers'
claims-regardless of result-at the
earliest.possible moment. In practice,
however,

developing a
comprehensive
picture of the
claimant's

functioning in a
vocationally

directed way is
critical to

determining
appropriate and timely action.

Yet, it is nearly impossible to
recreate the thinking of the examiner
because of the need for individual,
skilled judgment. Why one set of
services is ordered rather than another

is based on this pivotal assessment.
However, the logical basis for these
decisions is often hazy.

Some dominant feature in a case

usually suggests the path to be taken.
The quality of this assessment and the

i resources available to the

decision-maker determine the course.

But, before the individual plan for
vocational rehabilitation can be laid

out, some version of a functional
assessment is needed.

Before vocational management of a
claim, there must be functional
assessment. Before case assignment
and contracting, there must be

I functional assessment. Before

transferable skill programs, job
matching and employer
negotiations-even before selection of
a case for rehabilitation

services-there is the clear need for a

comprehensive functional assessment.

Detailed analysis needed
to make sound judgments

Uniform functional evaluation of

worker disability claims on a
consistent and standardized basis

produces a number of benefits. It can
clarify an injured worker's limitations,
taking the worker out of a diagnostic
and toward a vocationally relevant
picture of his capabilities. Important

secondary impairments are often
identified. And, it is a first step to
planning rehabilitative services for the
claimant.

The connection with direct service

planning has brought an increasing
number of rehabilitation professionals
to the field of functional assessment.

Recently, several systems have been
tested in assessing injured workers'
function through diagnostic
interviews, tests of physical abilities
and endurance and other measures of

residual capacity. The idea in each
method has been to systematically
organize individual information about
those functions that are most

important to rehabilitation and
vocational success.

Abt Associates' Functional

Assessment Rating System, one of
these systems, is a
microcomputer-based interactive
program that provides direct feedback
on the functional limitations and

vocational strengths of an injured
worker, offering a series of functional
profiles that compare the claimant
with a data base made up of thousands

of former claimants

who have been

successfully
rehabilitated.

Claimant

information is first

entered into the

system according to
- the employer's or

insurer's own

procedures. The system then prompts
the user through an interactive
program, organizing the vocationally
relevant information about the

disability and producing a
comprehensive measurement of the
worker's strengths and limitations.

The functional assessment

component of FARS is based on two
instruments.

The Functional Assessment

Inventory (FAI) is a rating scale
consisting of 30 behaviorally based
items assessing functional limitations,
10 items highlighting strengths and
two global ratings of severity of
disability and prediction of
employment ability.

The Life Functioning Index (LFI) is
a nine-scale instrument that produces
a "snapshot" of the worker's status in
major life functioning areas, such as
vocational, educational, self-care and
mobility scales. These scores provide
an indication of the consequences of
the functional limitations assessed by
the FAI.

Following data entry, the functional
profile is computed. Using statistical

Before the individual plan
for vocational rehabilitation

can be laid out, some
version of a functional

assessment is needed.

Uniform functional

evaluation of worker

disability claims.
produces a number

of benefits.

algorithms based on extensive
research, seven functional areas are

produced from the FAI:
• Adaptive behavior.
• Motor functioning.
• Physical conditioning.
• Communication.

• Cognition.
• Vocational qualifications.
• Environmental orientation.

Each score is scaled so that the

national average is 50. The actual
scores for the claimant are displayed

along with a line
graph. The user has I
the option of

superimposing a
variety of

comparison
profiles based on
disability types and
rehabilitation

status. Comparison
functional scores are available.

The claimant's information output is
tailored to individual user

specifications and procedures:
• Regularly recurring reports.
• Individual claimant information.

• Aggregated approver caseload
with the capacity for comparisons
within caseloads.

• A clear basis for outcome

evaluation.

• The means for controlling costs
and monitoring progress.

The process of gaining some
historical perspective on a particular
case-considering all the relevant data
in a focused and organized way-is
usually not an efficient one. Tradition
holds that those borderline, complex
or troublesome cases can be turned

over to the counselor with the most

experience. By entering a claimant
called "Rick" on a functional

assessment system, however, we can
see the contribution that such a system
can make to the rehabilitation

professional's first decisions-those
concerning case management, goals
and expectations.

The user inputs Rick's disability, for
example, as a specific category of
chronic cardiac impairment according
to modified diagnostic codes. The user
also can take advantage of a system
prompt for a secondary disability
designated as mild to moderate
depressive neurosis. In less than 15
minutes, the user has completed all
items of the LFI, the FAI the 10

strength items and the final two
overall ratings of severity and
predictability of outcome.

After the factor analysis by the
program, Rick's functional profile
shows that the professional will want
to address adaptive behavior, motor
functioning and physical conditioning
areas during rehabilitation.

Comparison profiles may then be
selected. These show Rick's functional

profile compared with a data base of
several thousand claimants with

known outcomes of rehabilitation. The

comparisons provide immediate

feedback on precisely how Rick's
profile compares with previous
workers with not only the same

diagnosis, but the same objective of
returning to employment.

Once the program has computed
comparison profiles, the client's
ratings that fall a standard deviation
away from the data base average are

highlighted and immediately brought
to the counselor's attention. In this

case, Rick scores significantly lower in
the adaptive behavior, motor
functioning and physical conditioning
areas than the average of all clients
with the same disability type who
were eventually re-employed.

However, Rick has a significantly
higher vocational
qualification rating
based on his

training, his
experience and his

.. occupation. Rick's
overall level of

severity is rated on

a seven-point
scale-ranging

from "slight" to "very severe"-as
"moderately disabled." The
probability of success of rehabilitation
is categorized as "good," a 51% to 75%
chance.

A client summary contains the
functional assessment detail. This

narrative often serves as the

framework for the comprehensive
rehabilitation plan. It describes in
detail the specific limitations of the
injured worker from a purely
functional perspective.

For example, Rick's relatively low
rating in the motor functioning
category is actually made up from a
series of professional judgments,
involving capacity for exertion,
endurance, anticipated loss of time
from work and the stability of his
condition.

We might have expected physical

limitations in Rick's case, especially 
during the stabilization period, but
the system has focused the counselor's
judgment and pointed to those specific
areas that will be the most useful in

planning rehabilitation services, job
modification, job placement and job
negotiation.

The user can now work more

effectively with Rick's employer,
which has expressed a willingness to
make the best use of Rick's energies
and talent.

A number of additional products
and utility programs are commonly
available with these programs. For
instance, a service planner helps
interpret results, leading toward
specific rehabilitation service
alternatives, like medical evaluation;
psychological evaluation; diagnostic
maintenance; medical/surgical
treatment; psychiatric treatment;
mobility training; college/university

Continued on next page

David R. Netherton is senior analyst
and David B. Connell, Ph.D., is senior
associate at Abt Associates Inc. in

Cambridge, Mass.
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Perspective - -

Airport shops pose special ris ks
By The Insurance Institute of America

The following question and answer are drawn
from the curriculum for the Associate in Risk
Management designation awarded by the Insurance
Institute Of America. They represent the type Of
question asked-and the possible answers-in one of
the three examinations for the A.R.M. designation.

This month's material, taken from a May 1987
national examination, illustrates the various ways
different types of loss exposures can be evaluated
and controtted.

Q: Air Host Inc. operates restaurants
and gift shops in several major airports in the
United States and Europe, using its own personnel
and occupying rented space. Air Host's risk
management professional recognizes that hostage
situations or other violent incidents at any of these
airports may cause Air Host to suffer a variety of
losses because of such violence or military activities,
either of which may close an airport.
• Describe how to properly evaluate the losses Air

Host Inc. may suffer from such an incident resulting
from its exposures to property loss, net income loss
or liability loss (including contractual liability).
• Before an incident occurs at any particular

airport, what actions, if any, could Air Host Inc.
take to minimize the severity of the property, net
income and liability (including contractual liability)
losses it might suffer in such an incident?

A: • Air Host's property loss

exposure could best be evaluated on the basis of the
replacement cost-or, possibly, replacement cost
less depreciation-of all its property subject to
damage. Perhaps the best way to determine this
replacement cost would be through periodic
inventories of pre-selected property at each of Air
Host's locations.

A.R.M. exercises

Air Host's net income loss exposure could best be
evaluated as the combination of two factors: The

daily decrease in revenues caused by a partial or
complete disruption at each location, plus the
increase in expenses likely to be brought on by the
same cause.

Because of the nature of Air Host's business, it is

highly likely that daily revenues vary greatly by
location and by the season of the year. During the

tourist season, for instance, revenues are likely to be
up at the European locations. A careful analysis and
correlation of these fluctuations would be a

necessary part of the evaluation of the net income
exposure.

An evaluation of Air Host's liability loss exposure
would require an analysis of:

7 The costs of potential judgments and verdicts.
p' The costs of mounting legal defenses.
p' The costs that could be involved in complying

with any court orders.
In addition, the international nature of Air Host's

operations could require that special attention be
paid to workers compensation claims, depending on
the relevant laws of the countries involved. Finally,
an important element of the liability exposure could
arise from the need to continue providing services
despite a disruption of operations, depending on
the language of the pertinent contracts.
• Fortunately, before a loss occurs there are a

number of steps Air Host can take to reduce the
severity or frequency of the various exposures it
faces.

First, Air Host could reduce the value of the

property it holds at each location. For example, the
inventory maintained for each gift shop could be
kept to a minimum for all items readily
replenishable locally. Further, the remaining

inventory could be maintained away from the
airport. Second, property with particularly high
values could be singled out for special safeguards
and treatment. Third, Air Host could employ
duplication-it is possible that enough stock to keep
all shops operational could be warehoused at a
secure location in this country. Finally, the purpose
of commercial insurance could be used to transfer

the financial consequences of the property exposure.
The key to Air Host's net income loss exposure is

its ability to continue operations and, thus, generate
revenues. A contingency plan for each location
could be developed, providing for an alternate place
of operation, stock and necessary personnel and
equipment.

If operations should be halted, continuing
expenses could be minimized through layoffs of
personnel and suspension of rent payments.
Insurance would offset the financial consequences
of the net income exposure.

Air Host's liability exposure could be crippling
and difficult to control. One step the company could
take to minimize the exposure would be to train all
personnel in emergency procedures and in the best
way to deal with injured members of the public.
The company could also support and encourage
airport security techniques. A review of Air Host's
contracts, followed by the attempt to make them
cancelable, could help reduce the company's
contractual liability exposure.

Finally, commercial insurance would serve as a
transfer mechanism for the financial consequences
of potential liability losses.

The sample questions and answers used in this col-
umn are taken from the Associate in Risk Manage-
ment designation curriculum of the HA. For more
information on the content Of the A.R.M. program,
write Dr. G.L. Head, Vp, Insurance Institute of

1 America, P.O. Box 314, Mal-vern, Pa. 19355.

Death benefit time limit ruled constitutional
An Alabama appellate court ruled

that the state workers compensation
law providing for payment in death
cases only where the death results
from an accident within three years
was constitutional.

Watson G. Guy was injured and
rendered totally disabled on April 12,
1980. He received temporary total

disability benefits until his death on
May 25, 1983. Thereafter, Mr. Guy's
widow filed for burial and death

benefits. The employer moved for
dismissal. His widow claimed the

three-year limitation law was
unconstitutional. The trial court

These abstracts were prepared by
Cases Unlimited Inc. Copies of these
decisions are available by sending a
$10 check payable to Cases Unlimited
to Business Insurance, 740 N. Rush St.,
Chicago, m. 60611-2590. List the
number for each opinion.

Legal briefs
dismissed her claim.

On appeal, Mr. Guy's widow claimed
that no valid or logical justification of
state interest could be found in cutting
off a dependent's right to death
benefits if the injured employee
survives for more than three years
after a job accident and then dies from
causes related to the injury.

The court said that fundamental

rights are to be distinguished from
cases concerned with economic and

social welfare legislation. Since
workers compensation statutes involve
social welfare legislation, the court
said, the proper test is whether the
regulation is reasonable in relation to
the goal to be obtained and was
adopted in the interest of the
community as a whole. The court
concluded that the statute could be

Managing rehabilitation
Continued from previous page

training; work adjustment training; vehicle
purchase or modification; special occupational
equipment; and others.

Functional assessment also provides the means for
producing routine program reports and evaluation
data through an archive that automatically enters
each case into the growing data base of claims
experience.

There is certainly enough experience with both
workers compensation and long-term disability

upheld under the rationality test. Guy
us. Southwest Alabama Council on

Alcoholism, Court of Civil Appeals of
Alabama, July 9, 1986 (BI/02/Ju.-$10).

Good faith

The 10th U.S. Circuit Court of

Appeals ruled that a general liability
insurer did not breach its duty of good
faith to a policyholder by failing to
reveal a clear and unambiguous
limitation in the policy.

In 1979, Harry and Betty Wilson
bought two businesses in Wyoming
and hired Rose Neal to manage them.
Security Insurance Company issued
the Wilsons a general liability
insurance policy with an endorsement
for comprehensive criminal coverage,
including employee dishonesty

insurance programs to establish that the sooner a
full evaluation of the claimant is available, the

sooner a plan for treatment and services can be
developed and the better the chance for a speedy
closing of the case.

An action plan can be put together very early in
the process-concentrating not only on the physical
limitation of an impairment, but the strengths and
support available to the injured worker and the
rehabilitation professional.

Functional assessment gives a clear and

coverage, with policy limits of
$25,000. The policy excluded employee
dishonesty covering losses arising out
of inventory computation or a profit
and loss computation. Later, the
Wilsons claimed that Ms. Neal stole

inventory and cash from the
businesses. The insurer rejected a
claim based solely on a profit and loss
statement prepared by their
accountant. Thereafter, the insurer
sought a declaration that the policy
did not cover the facts here. The trial

court ruled for the insurer.

The appellate court noted no other
evidence of the loss was furnished. The

court said the exclusionary clause was
clear and unambiguous that a claim
footed on an alleged employee
dishonesty must be supported by more
than profit and loss computations.
Security Insurance Co. Of Hartford us.
Wilson, 10th U.S. Court Court of
Appeals, Sept. 2, 1986 (BI/01/Ju.-$10).

comprehensive picture of the injured worker,
including the impact and extent of his psychological
involvement. And a consistent method of assessment

serves as a basis for discussion, goal setting,
documentation and management-a valuable look at
what can be expected of an injured employee
working toward re-employment.

Not only does such a program evaluate the
progress and direction taken in rehabilitation, it
will help in future claims as a valuable part of the
workers compensation insurer's data base.
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Spotlight report

When it counts...
...does your company or insurance

carrier have the resources to adequately
service the daim? NCS does.

Since 1925, we've been investigating,
adjusting and administering claims for in-
surance companies, self-insureds, brokers,
and underwriters at Lloyd's. Our nationwide
staff has the expertise and resources to
respond quickly and professionally to your
property and casualty claims.

With our affiliate, North American
Claims Management Company, we provide
complete claims management, including
adjusting, investigation, subrogation, con-
sultation and audit services.

When disaster strikes, call:

1 N C.

R O. Box 6614, Richmond, VA 23230
(804) 273-1444 • 1-800-368-3013

In New England, contact:
GORDON B«*D&Compal *
148 State St., Boston, MA 02109
(617) 742-2222 • 1-800-422-2693

 FOR GROUP 
i VISION CARE... 

VSP HELPS

MARTIN MARIETTA

LOOK BETTER!

When a company like Martin Marietta looks at em-
ployee benefits... they look hard! They need cost control!
They need effective and easy administration! And they
need benefits that are attractive to their employees.

So, when Martin Marietta decided to include vision
care as part of their employee benefit program... they
chose us!

We're Vision Service Plan ... the nation's oldest and

largest provider of group vision care. Our plans provide
free choice of doctor, periodic vision exams, and lenses and
frames when prescribed. Out-of-pocket expenses are con-
trolled, administration is easy... and the cost is very
affordable!

Take a closer look at Vision Service Plan! For more

information and the location of the office nearest you. . . call
our toll-free number today.

r-----vl VISION SERVICE PLAN
<7:T]» ( National Association
Cv_43-1 ( 1795 Clarkson Road, Suite 350

- ®\3 St. Louis, Missouri 63017

1-800-325-8499

State benefits
Continued from page 37
earning his prior salary. The cost is
paid by the insurer.

Maine

Back injuries comprised 25.5% of
total disability injuries in Maine
during 1985, the most recent year
for which figures are available
from the Maine Workers' Compen-
sation Commission.

In Maine,

total disability
is defined as

one or more

days of lost
work time.

Although
figures are not
available com-

paring medi-

cal, wage replacement and lump-
sum payments for specific types of
injuries, workers comp officials in
Maine estimate that these costs are

highest for back injuries, which
often result in surgery or rehabili-
tation.

Of the amounts disbursed for

workers comp claims in 1986, ap-
proximately 30% was for medical
treatment; 50% for wage replace-
ment; and 20% for lump-sum pay-
ments.

The maximum weekly workers
compensation benefit in Maine is
$448 per week. Benefits are pay-
able three days after incapacita-
tion. Condition evaluation is done

by either the employee's or em-
ployer's physician.

Disability payments are directly
litigated on a case-by-case basis.
Total disability benefits generally
are equal to two-thirds of the em-
ployee's weekly salary plus a
lump-sum award for partial im-
pairment.

Maine is facing a rash of insurer
withdrawals from its workers com-

pensation market (BI, Sept. 21).
Ten insurers or insurer groups, in-
cluding Liberty Mutual Insurance
Co., the largest work comp insurer
in Maine, have filed notice of in-
tent to withdraw from the state.

Insurers contend that workers

compensation insurance is unprof-
itable in the state due to inade-

quate rates and losses in the state's
assigned risk pool.

Michigan

From the years 1978 to 1986, 39%
of lost-time claims filed in the

state were related to "trunk" in-

juries, said Edward M. Welch,
director of the

Michigan De-

partment of
Labor.

 Wage-lossbenefits alone

for these types
of injuries to-
taled about

$500 million,

insurance claim figures show.
Benefits are $391 per week max-

imum, with no minimum. The aver-

age weekly benefit is 80% of the
employee's aftertax wages.

Benefits begin the second week
following the injury and are retro-
active if the disability is continu-
ing. Benefits are received as long
as the employee is disabled, unless
the employee turns down an ade-
quate job offer.

Michigan is a "wage-loss" state,
meaning that no distinction is
drawn between temporary and
permanent total disability rates.

The injury evaluation process in
the state is "purely adversarial,"
with the worker's and the insurer's

physicians facing off, explained
Mr. Welch. But, he added, only
one-quarter of the cases reported
are disputed.

In the case of a disputed claim,

the bureau appoints a mediator to
sit in on the hearings. Between 30%

and 40% of these disputed cases
are resolved in this mediation pro-
cess.

All medical costs are payable by

the employer. After six
months of disability, the em-
ployer can request the disa-
bled employee undergo an in-
dependent medical exam.

Rehabilitation is not man-

dated in Michigan, but either
the worker or the employer
can request it in certain cases.

Minnesota

Back injury claims totaled
14,495, or 31%, of the 46,710
workers compensation injuries

reported in Minnesota last
year, Labor and Industry De-
partment figures show.

Based

on insurer

incurred-

loss fig-
ures for

1986, all
workers

comp in-
juries cost
the state 
roughly
$740 mil-
lion.

Wage-loss benefits are gen-

erally equal to two-thirds of
an employee's gross weekly

wage.

For a worker injured be-
tween Oct. 1, 1987, and Oct.
1, 1988, the maximum benefit

is $376 per week, and the min-
imum is $75.20. There is a

three-day waiting period be-
fore payment begins.

Temporary total, temporary

partial and permanent total
benefits are payable weekly;
permanent partial benefits are

payable in a lump sum 30 days
after the employee returns to

work or in weekly install-
ments if he does not return

to work.

The treating physician de-
termines when the employee
can return to work, when

maximum medical improve-
ment occurs and whether

there is permanent partial dis-
ability.

Permanent partial injuries
are rated as a percentage of
the entire body according to a
schedule. Back injuries, unlike
many states, are scheduled in
Minnesota.

New Jersey
The New jersey Division of

Workers' Compensation re-
ported 5,509 closed formal fil-
ings on back injury claims for
1986, or 13.1%, of a total of
41,988 closed formal filings.

Aggregate benefits paid for
all work-

ers com-

pensation
claims

closed

during theyear were 
$45 mil-
lion for

temporary
compensation and $136 mil-
lion for permanent compensa-
tion.

The division evaluates each

case individually, and claims
are categorized as direct pay-
ment, informal or formal.

Direct payment claims are
usually for small amounts,
paid directly by the insurer.
The bureau routinely reviews
these payments to ensure they
are adequate.

More serious and disputed
claims are reviewed either in

an informal or formal hearing.
In an informal hearing, the

employee is not required to
have an attorney, and the bu-
reau judge's decision is not
binding.

In a formal hearing, attor-

neys are present frorn both
sides, and the final decision of

the bureau arbitration judge is
binding on both parties.

Continued on next page
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Eighty percent of the bureau's

workload involves formal claims,
10% to 15% direct payment, and 5%
to 10% informal.

Benefits for total permanent dis-
ability in New Jersey is 70% of
wages, at a maximum of $302 per
week; the minimum is $80 per
week. The maximum payable pe-
riod is 450 weeks. These amounts

are the same for temporary dis-
ability, for which benefits are paid
up to 400 weeks.

Benefits are effective seven days
from the date of the accident. If the

employee is not off of work for
seven days, he is not eligible for
non-medical benefits. If the em-

ployee is off more than seven days,
the benefits are retroactive to the

first day of injury.

New York

Of the 137,122 workers compen-
sation cases closed in 1985, 31,036,

or 22.6%, were back injury cases,
according to Rita Israel of the re-
search and statistics department of
the New York Workers' Compensa-
tion Board.

Compensation for back injury
claims averaged $7,979, compared

with an aver-

age of $5,225

 supplied by the
for other types
of workers

compensation
claims, accord-
ing to figures

New York

Workers' Com-

pensation Board.

Maximum workers compensation
benefits in 1985 were $150 per
week for partial disability and
$300 per week for total disability.
Minimum benefits totaled $20 per
week for permanent or temporary
partial disability and $30 per week
for temporary total disability. The
minimum benefits for permanent
total disability also was $20 per
week.

Back injuries in New York are
non-scheduled, except in cases in
which an impairment is perma-
nent.
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Compensation for back injury claims
averaged $7,979, compared with an average of

$5,225 for other types of workers compensation
claims, according to figures supplied by the
New York Workers' Compensation Board.

Evaluation for non-scheduled

injuries. including back injuries, is
conducted by impartial specialists
called in by the board and an em-
ployee's physician when there is a
dispute. In general, benefits are
paid periodically, unless the em-
ployee applies and qualifies for

lump-sum payment.
No cash benefits are paid for the

first seven days of disability. If the
disability exceeds 14 days, the
worker may receive a cash refund
for those first seven days.

Rehabilitation is not mandated

in the state but is optional if the

In 1920,a smallgroupofcontractors
decided to take responsibility for insuring
their projects into their own hands
Because of the mutual trust and respect
among them, allit took was a handshake
to guarantee thejob.

Commercial insurance is consid-

erably more complicated today But at
Industriallndemnity, thanks to a strong
relationship through the years with a
select group of independent agents and
brokers, some things have remained
the same.

Like the spirit of innovation and
leadership that motivated company
founders to find new and more cost-

effective means of managing their own
insurance. Their"net cost approach" for
risk management was developed more
than 50 years ago. A continuing team
effort with agents and brokers allows
this same approach to control costs for
thousands of policyholders today.

Todayt Innovations.
That same spirit of innovation is

evident today as Industrial is recognized
not only as the leading insurer ofworkers
compensation in the West, but as one

insurer wants to pay for it.

Pennsylvania
Trunk-area injuries made up

44,730, or 32.4%, of the 138,168
lost-time work

injury and ill-
ness cases re-ported to the Pennsylvania
Bureau of

Workers Com-

pensation in
1986.

Back injuries alone accounted
for 30,091 cases in 1986, or 22% of
the annual total.

The number of total work in-

juries and illnesses is 2% higher

4 , t

L_ .%J

of the largest property and casualty
commercial companies as well.

Industrial continues to earn its well-

deserved reputation for leadership with
specialized services such as its exclusive
Medical Cost Containment program,

than 1985's aggregate total of
135,258 cases and is the highest
annual total since 1981.

The maximum benefit for any
work-related injury is $361 per
week; the minimum is one-third of
that, or $120.33 per week.

There is a seven-day waiting pe-
riod before benefits go int,) effect.
If the worker is disabled 14 or

more days, he is reimbursed for all
time lost.

Evaluation in the state is con-

ducted by the insurer only. If there
is a claim dispute, "referees'- em-
ployed by the bureau act as arbi-
trators to settle the claim. Rehabil-

itation is not mandated in the

state.

which helps control workers compensa-
tion claims and lower net costs. Special
Risk Control services apply up-to-the-
minute technology in the prevention of
injuries and property/liabilitylosses.And
cost-effective Rehabilitation plans help
people recover to their fullest potential.

All of Industrial's distinctive pro-
grams and services are continually
evaluated based on their effectiveness in

controlling costs and delivering customer
satisfaction.

Tomorrowk Innovations.

Industrial Indemnity has one
continuing goal-to be"the best"in
commercial insurance. 2700 dedicated

professionals are committed to making
this goal a reality.

Finding new ways to manage risks
at lower costs is still the commitment

Industrial makes to its agents, brokers
and policyholders. Industrial has learned
the way to earn and keep the trust and
respect of independent agents and brokers
is through consistent, outstanding per-
formance.Today, at Industrial Indemnity,
you can still count on our handshake
to guarantee thejob.

Industrial Indemnitv
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Limit federal role in work comp: IAIABC
By MEG FLETCHER lities two academio say -hat are not fired basEd according Statesthatuse thefirst two ip- lost wages Mr Burtonsaid

Aftei studying 10 states-includ- 50 a benefit sc iedule ; a5ed on the proaches have a ploblern with m- The wage-loss appioach also
HARTFORD, Conn -State ing Kisconsin, Florida and Cah- _nJury or illne.,s involved, the au- precise impairment rating crite-la tends to transfcim into a system

workers compensation administia- fornia in depth-the piofessois shors faid and with predirting in advance in which emplol ees can ieee ve a
tors support ome federal occupa- recommend that states adopt a new The peimanent paillal disability which employee. az e going to n,_ed compi omise settlement in a ump
tional disease notification effoits hybrid approach of ensuing that oenefit can be based 0- the benefits in the future, accoid- sum m return f 31 signing a foim
but emphasize that 5tate agencies workers are treated adequately, • A medical impairment rating, ing to MI Bu -ton, one of -he that releases an employer from fu-
have the primary job of overseeing equitably and efficiently which lS a percentage rating that is study's authois lure liability, he added
those claims The study, titled "Permanent translated into oenefit dollars foi a States that tri a wage-loss Ep- However Ed,ard Welch citec-

Members of the International Disability Benefits in Workers' specific durati,in proach find thai it is almost m- tor of Michigan'. Bureau of V'(,rk-
An of Industrial Accident Comfensation," was discussed at 0 A t ate of _osi earning capac- possible to prsvide the inju-ed ers' Disability Ccmpensation, disa-
Boaids and Commissions neither the IAIABC convention by its du- ity, which considers not only a workei benefit, based solely on greed with the authors view that
endorsed noi opposed the pioposed thors Profes,or John Burton JI of worke medi:al impairment but lost income Th-se states also find wttlements shoild be avoided in
High Risk Occupational Disease Cornell University in Ithaca,NY, also other social and economic fae- that it iS difficult to determine nearly all cases
Notification and Prevention Act of and Monroe Berkowitz, a retired tors, like the woiker s age and what percentage of wage losses are Mr Welch s:tid that injured
1987, which is pending in Congless profe,sor from Rutgers University educaticnal 12·lel and -low that af- due to an injur/ instead of factors worke should nave the option of
(BL July 27) in New Brunswick,NJ, who is fects the wo ker'% ability to find like a workeVs I,ck of motivat in, closing the books on their c aims

The act would require the De- now a iesearcher and arbitratoI of work he said and that settlerrents lend plc diet-
partment of Health & Human Ser- labor-management disputeh This is also tianslatEd into bene- In addition, -he wage-loss z p- ability to state s: sterns
vices thiough the National Insti- States now take one of thiee fit dollars thai are a.warded for a ploach "tends t© decay into a , 15- But Mi Burtcn told IAIABC at-

tute of Occupational Safety and basic approaches to handling per- specific dura i n tem that pays on -he basis of 1,)<. of tendees that a s ibstantial reliance
Health to notify employees who die manent partial disability benefits 0 Only actual lost vages earning capacit>" instead of ac ial Conpnued on neit page
or have been exposed to ha,ardous
substanceb in the workplace over
the pa,d 30 years to seek medi-
cal testing to determine whether
the exposure has oi 15 likely to
produce illness or disease Employ-
ers would have the option of un-
dertaking thif notification proce-
dure if they chose

Instead, association membeis

approved a reolution dur ing their
73Id annual convention, held Sept
12-16 in Hartford, Conn , that
commends federal scientific and

medical research and supports of-
foits to use the data to identify and
notify workers who are at in-
creased risk of contiacting an oc-
cupational disease -t

Howevei, the association stated

that those efforts should not sup-
plant or interfere with state work- 7'

ers compensation agencies
The IAIABC ''recognizes the

need and obligation of states to re-
6

spond to the plight of those at-
flieted by occupational disease,"
the resolution says 1 ,

However, ''This legislation lS 4

laying the groundwork for federal k 51/1
workers compensation;' Susan '*

Spangler, assistant director of loss
prevention and controlfor the *,f 3' t

Washington, D C -based National 50/pd#&6**1 4,; 0
Assn of Manufacturers, told con-
ierence attendees at a forum spon-
soied by the National Council of , 1 , S.94
Self-Insurers

She a1%0 emphasized that many 4,
emplovers fear that merely send-
ing notices to employees may trig-
ger lawsuits and claims based on -94

stress-I elated ailments

Although the legislation has
been revised to prohibit an em- i .d -1-

ployee fiom u,·,ing a notification of 4 i Zf ,09("
exposure as the legal basis for a f /,/ I

workers compensation or tort
claim, medical findings and data
following notification could be
u%ed to substantiate a claim

The pending federal legislation
also was discussed in a keynote

speech at the IAIABC conference
by Arthui Lanson, d workers com-

pensation scholar and a law plo-- ER'
fessor at Duke University in Dur-
ham, N C

'I can onl) say that the debates
so far have not confronted the ...t

r'.
4'

issue squarely Is this a job that 99 .

15 mhezently beyond the capacity f' *

of private and state efforts? The ... 4
burden or proof is on those who C_

1 49

say it is, and as yet I have not seen 2 { fk*,9, " 4 t.i
a convincing case made for the ··'ir :5 f i=

' · B.' 2 ft l. ' '

proposition that the federal gov- 11: F ,> 1'('i,Htt'ea*·t·, ,, I r

ernment alone is competent to per-
form this function," Mr Larson ,

said in his prepared remarks,
which focused on the development 11 ; 0

of workers compensation under the £52:' F
U S Constitution

Other issues discussed by the
panelists at the IAIABC conven-
tion include

Academic study

State workers compensation sys-
tems have difficulty fairly com-

pensating workers whose injuries
result in permanent partial disabl-



Continued from previous page
on lawyers in some state workers
compensation systems "suggests a
lack of efficiency."

"I'm not arguing-let's be very
careful about this-that lawyers
and litigation always reduce ade-
quacy and efficiency. But I am as-
serting that there is no evidence
from our study or any other study
that I have seen suggesting that
lawyers help achieve the goals of
adequacy and equity," Mr. Burton
said.

Indeed, in light of the data on
soaring litigation costs, another
panelist said the study treaded too
lightly on the negative effects of
litigation on the work comp sys-
tenn.

William P. Molmen, general
counsel and assistant general man-
ager of the California Workers
Compensation Institute, said the
cost of litigating workers compen-
sation claims in the state increased

460% to $985 million in 1986 from

A substantial reliance on lawyers in some state
workers compensation systems 'suggests a lack

of efficiency,' says Professor John Burton Jr.
adding, '1'm not arguing that lawyers and litigation

always reduoe adequacy and efficiency.'

$176 million in 1976.
Messrs. Burton and Berkowitz

recommend a hybrid workers corn-
pensation system that eliminates
the distinction between scheduled

and non-scheduled ratings.
They suggest that each state im-

plement an impairment rating di-
vision that uses medical guidelines
to determine the degree of a
worker's impairment and that
those ratings be protected from
legal challenges.

In addition, injured workers
should be compensated by a two-
tiered benefit system in which all

a

workers receive a fixed percentage
of pre-injury wages but that only
those workers who meet additional

criteria, including continuing wage
loss, receive the second-stage ben-
efits.

Mr. Burton also told conference

attendees that many state workers
compensation systems receive in-
adequate resources to perform
their work.

Stress-related claims

Stress can play a role in work-
ers compensation claims for heart,
back and psychiatric ailments, but

.." 10 0 0
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the connection may be less direct
than many claimants think, medi-
cal experts explained at the
IAIABC annual convention.

"Exposure to stress is not nece-

ssarily harmful," emphasized Dr.
Elliot Sagall, assistant Clinical
Professor of Medicine at the Har-

vard Medical School in Cambridge,
Mass.

Stress is a stimulus to which a

person may not react, or he or she
may react inconsequentially,
harmfully or beneficially. And,
stress may have no effect, a tran-
sient effect or a permanent effect
on a person, Dr. Sagall said.

The major sources of stress in-

clude physical and psychological
factors, he said.

Despite the rise in stress-related
claims related to heart ailments,
there is no scientific evidence that

proves long-term psychological
stress causes heart ailments, Dr.

Sagall said.
However, there is a possible-

but not probable-relationship be-
tween them, he said. The effect de-

pends upon the claimant's person-
ality.

There is scientific evidence,

though, that an isolated episode of
stress can trigger some heart prob-
lems like an attack of angina, he
said.

"The shorter the time between

expo5ure and alleged adverse re-
sults favors causation," he said.

Psychological stress is created by
perceived threats to a person's life
or self-esteem, said Dr. Walter
Borden, a psychiatrist and adjunct
professor at the medical and law
schools of the University of Con-
necticut in Storrs.

However, those threats and a

person's reaction to them must be
considered in light of his vulnera-
bilities and strengths at the time,
Dr. Borden said.

In addition, fear magnifies pain
and other feelings, like depression.
And, grief is compounded if it
comes at the same time as another

loss, like that of a person going
through a divorce, he explained.

"Many emotional issues get dis-
placed to the workplace," he
added.

A combination of rehabilitation

services may be needed to get a
worker back on the job as soon as
possible following a stress prob-
lem, Dr. Borden said. That ap-
proach will help prevent de-
pression, which can become "a
vicious cycle," he said. •

Bork elected

president
of IAIABC

HARTFORD, Conn.-About 600

people attended the seminars and
meetings at the 73rd annual con-
vention of the International Assn.

of Industrial Accident Boards and

Commissions.

They gathered Sept. 12-16 in
Hartford, Conn., at the meeting
hosted by
IAIABC outgoing
President John

Arcudi, chair-
man of Connecti-

<*t-

cut's Workers' U ,
Compensation b .t
Commission. .9. -I//

Succeeding
him as president
is Phillip T.
Bork, a member

Mr. Bork
of the Board of

Industrial Insurance Appeals in
Olympia, Wash.

In addition, Charles J. Krysiak,
chairman of the Maryland's Work-
ers' Compensation Commission, was
chosen president-elect. Other
elected officers are: John N. Shanks

II, chairman of the the Indiana In-

dustrial Commission, vp; and Re-
ginald Allen, chairman of the Work-
ers' Compensation Board in Halifax,
Nova Scotia, secretary.

Returning to the IIABC's execu-
tive committee are Allyn C. Tatum,
commissioner of the Arkansas

Workers' Compensation Commis-
sion, and Marjorie Dight, claims
manager of the Arizona Industrial
Commission.

Newly elected to the committee
are: Robin Waller, commissioner of
the Connecticut Workers' Compen-
sation Commission; Edward Welch,
director of the Michigan Bureau of
Workers' Disability Compensation;
and Judge Theodore Vrana, a judge
with the Nebraska Workers' Com-

pensation Court.
Mr. Arcudi also will serve on the

executive committee.

In addition, the IAIABC will es-
tablish a new ad hoc committee to

deal with self-insurers' concerns,
Mr. Bork said.

For more information about the

organization, contact the IIABC,
P.O. Box 13449, Jackson, Miss
39236;601-366-4582. •
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Rule clarification helps
work comp self-insurers

By MEG FLETCHER 1

HARTFORD, Conn. State

workers compensation officials
should allow employers that self-
insure their work comp risks to
post a wide variety of financial in-
struments to ensure payment of
employees' claims, a California
regulator suggests.

"We recently had a surety bond
crisis in our state for self-insur-

ers. . and I'm sure many of the
other states are having the same
difficulties," said Mark B. Ash-

craft, manager of the Department
of Industrial Relations for Califor-

nia's Office of Self-Insurance

Plans. Mr. Ashcraft spoke earlier
this month at the midyear meeting

If you're a reinsurance
broker looking for
property and casualty
coverage these days,
you're probably
frustrated by a lot of
the hoops you have to
jump through to get it.
Providers do have to be
careful about terms and

prices. Because re-

insurance is a business.
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And at John Hancock Re
we find that it's that
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actuarial and technical
background needed for
creative underwriting.
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ability and in our re-
sources. Which is why
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with service. Everything
is done on a case-by-case
basis. .no cookie-cutter
solutions.

a sunset
What does that mean to

you? The most carefully
thought out underwriting

a smaller Ni Possible. And overall,
the stability that's so
crucial to both you and
your business.
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California 'recently
had a surety bond

crisis for

self-insurers,' says
Mark B. Ashcraft.

of the National Council of Self-In-

surers, which preceded the Inter-
national Assn. of Industrial Acci-

dent Boards and Commissions'

annual conference (see story, page
48).

"I think that the self-insurers in

California were able to weather

this crisis because, in fact, they
could go to combination deposits
when they were unable to get an
increase in their surety bonds," he
said (BI, Aug. 3)

California regulators last year
clarified that a self-insurer could

post any combination of acceptable
surety bonds, irrevocable letters of
credit, highly rated securities or
cash to meet deposit requirements.

Previously, any of those financial
instruments were permitted by it-
self, but there was some question
among regulators about whether
self-insurers could combine several

to post their required deposit.
"That has worked very well for

us," Mr. Ashcraft said. "Our surety

bond crisis may be over."
Although California allows work

comp self-insurers flexibility in
posting deposits, the state wants to
ensure that self-insurers are finan-

cially responsible.
Only 1,500 of the more than

400,000 private employers in Cali-
fornia are eligible to self-insure
their work comp exposures, ac-
cording to Mr. Ashcraft. There may
be twice as many that could meet
state guidelines for self-insuring
but have chosen not to self-insure.

The state's financial guidelines
that require work comp self-insur-
ers to meet benefit liabilities and

post sufficient deposits that are too
stringent for most California em-
ployers. However, most meet other
requirements regarding an accept-
able safety and health program
and competent administration of
work comp benefits, he said.

The state's general financial

guidelines for work comp self-in-
surers include: shareholders equity
of at least $2.2 million and 30% of

total assets; average net profits of
about $300,000 for each of the past
five years; and adequate working
capital.

Self-insurers are required to
submit an audited report and post
a security deposit that is equiva-
lent to 35% of estimated future lia-

bilities. However, a company in fi-
nancial difficulties may be
required to post a higher percent-
age deposit. The highest deposit
Mr. Ashcraft knows of was 240% of

estimated future liabilities.

A truly financially troubled em-
ployer would lose its authority to
self-insure.

In addition, employers that are
authorized to self-insure have their

financial condition reviewed an-

nually, Mr. Ashcraft said.
Thirteen California self-insurers

have gone bankrupt since 1983, in-
cluding nine that required the
state's Self Insurer's Security Fund
to step in, he said. Only about half
of the $8.6 million the security
fund has paid to settle claims
against the bankrupt self-insurers
was security posted by the bank-
rupt self-insurers.

The security fund also faces an
undetermined portion of an addi-
tional $6.1 million in liabilities as

a result of those bankruptcies, he
said. m
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IAIABC takes guaranty fund stance
By MEG FLETCHER

HARTFORD, Conn.-State guar-
anty funds established to cover
bankrupt self-insurers' workers
compensation claims should be
viewed as a last resort for provid-
ing benefits, according to guide-
lines adopted by the International
Assn. of Industrial Accident
Boards and Commissions.

A 20-point package of guidelines
for establishing workers compen-
sation guaranty funds was pro-
posed by the National Council of
Self-Insurers in conjunction with
the IAIABC during the IAIABC's
73rd annual convention, held Sept.
12-16 in Hartford, Conn.

The proposals developed based
on an October 1986 survey of 168
bankruptcies of self-insured em-
ployers in 13 states from 1980-

1984, said Alan H. Strohmaier, the
committee's chairman and director

of workers compensation for Gen-
eral Motors Corp. in Detroit.

After reviewing the legislative
history of the 22 existing state
guaranty funds, the NCSI found
that several were created because
"it became obvious that some

bankrupt self-insurers didn't have
sufficient security to cover all their
liabilities," Mr. Strohmaier said at
the NCSI mid-year meeting prior
to the IAIABC convention.

"Such a crisis situation simply
isn't conducive to creating ba-
lanced, well-thought-out legisla-
tion," he added.

The NCSI wants state legislators
to develop guaranty funds before
there is crisis and to recognize that
a guaranty fund is "a protection of
last resort which should seldom, if
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ever, be necessary."
"Guaranty funds are no substi-

tute for sound underwriting prac-
tices, for sound regulatory actions
and for monitoring by state agen-
cies," said Allyn C. Tatum, a mem-
ber of the Arkansas Workers' Com-

pensation Commission and a
member of the IAIABC's Executive

Committee.

Among the NCSI proposals:
• States should allow only those

employers that have adequate fi-
nancial resources to self-insure

and they should be required to post
adequate security for the risk un-
dertaken. Security should be in the
form of surety bonds, cash escrows,
letters of credit, reinsurance or ex-
cess insurance.

• There should be a maximum

limit on annual assessments for

guaranty funds.
• Assessments should be based

on the amount of claims paid by a
employer during the prior year.
• Assessments should cover the

administrative costs of the fund.

• If a self-insurer ceases to

self-insure, he should continue to
be liable for assessments as long as
he has paid benefits during the
prior year for claims that occurred
while the company a self-insurer.
• If it is determined that pre-

funding would be desirable, it
should be limited to the costs of

establishing appropriate adminis-
trative mechanisms and paying a
few months of estimated claims.

• The guaranty fund should
have the right to borrow or buy ex-
cess insurance and the fund should

be relieved from having to pay any
interest or penalties to workers.
• The fund should have the

right to administer cases in-house
or use a third-party administrator.
• The fund should have both

the right and obligation to proceed
against bankrupt or insolvent em-
ployers.
• All self-insured employers, as

a condition of becoming self-in-
sured, should be required to notify
the state agency and the guaranty
fund within 24 hours of any bank-
ruptcy filing under federal law, or
insolvency proceeding under state
law, that involves the employer.
• The fund should be immune

from lawsuits.

• The governing board of the
fund should be made up of repre-
sentatives of self-insured employ-
ers in the state and that board

should select a fund manager, legal
counsel and a claims administra-

tor.

• The fund should be limited to

providing benefits for the employ-
ees of a self-insurer that is de-

clared bankrupt or insolvent. The
funds should not be liable for

group self-insurers or public self-
insurers, which should each have

their own guaranty funds.
• Before the fund becomes li-

able for the claims of an insolvent

self-insurer, all securities of the
self-insurer should be exhausted.

• The fund should only be li-
able when there has been an adju-
dication or order by a bankruptcy
court, or a judicial decree of insol-
vency that prevents the employer
from paying its workers compen-
sation obligations.
• The fund should only be re-

sponsible for payments due after
the employer files in bankruptcy
and a bankruptcy court order for-
bids him from paying claims or
where there has been a judicial
declaration of insolvency under
state law.

The 22 states with workers com-

pensation guaranty funds are: Ari-
zona, California, Connecticut,
Florida, Hawaii, Illinois, Kansas,

Maine, Maryland, Michigan, Min-
nesota, Nevada, New York, North

Carolina, Ohio, Oklahoma, Oregon,
Utah, Virginia, Washington, West
Virginia and Wisconsin. I
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Tax change may aid
Guernsey insurers

By CAROLYN ALDRED

LONDON-A recent change in
Guernsey's tax treatment of insur-
ers will be a boon to long-tail busi-
ness written by insurers on the is-
land, insurers believe.

Beginning with the 1988 tax
year, all Guernsey-registered in-
surers can elect to defer their tax
liabilities until claims have been
settled, according to Steve Butter-
worth, the island's superintendent
of insurance business, who peti-
tioned the government for the
change.

"One of the problems, especially
prevalent in long-tail writers, is
that the claims cannot be accura

tely and fully ascertained until the
losses have been totally re
solved. . . .There is therefore a

need to defer the tax liability,"
said Mr. Butterworth in his Sept
17 letter to Guernsey-registered
insurers.

Although Guernsey is currently
Europe's premier captive domicile,
Guernsey's captive managers were
worried that it would lose its top
spot to the Isle of Man unless
Guernsey's tax laws were modi
fied.

Insurers in the Isle of Man are

exempt from income tax under the
Income Tax (Exempt Insurance
Companies) Act 1981.

Now, however, insurance com
panies based on Guernsey can
defer tax payments when "the in
surer is certain of the final liabi

lities relating to past premium in
come. Thus tax will be assessed
only when there have been paid
claims and/or an element of past
reserves have been taken to

profit," according to Mr. Butter
worth.

The change is just the first step
in a major restructuring of Guern
sey's taxation system relating to
the insurance industry, Mr. Butter
worth said.

"Most jurisdictions of the world
have a taxation system which is
not sympathetic to the problems of
their insurance industry. We in
Guernsey have been working to
produce a taxation system which
specifically responds to the insur-
ance industry's needs and also
benefits the local economy. A num-
ber of proposals are being stud-
ied," said Mr. Butterworth in his
letter.

Other possible changes are still
in the process of consultation and
would have to be approved by leg-
islators, according to Mr. Butter-
worth.

"The deferment of taxes is a very
large step in the right direction,"
said John Stuart, company ac-
countant of Transnational Risk
Management (Guernsey) Ltd.

"The government is very keen to
build up the long-tail business sec-
tor in the island and this will cer-

tainly help," he said, adding that
30% of the captives Transnational
manages primarily write long-tail
business.

"It is quite possible we will at-
tract more long-tail captives now,"
he noted.

Although the idea of trying to
establish a tax-exempt status for
insurers is still being discussed on
the island, single-parent captives
wholly owned by British com-
panies in tax-exempt domiciles are
still liable to pay tax.

Under British law dealing with
the control of foreign companies,
at least 50% of the captive's reve-
nue must be paid to the parent
company in the United Kingdom,
where it is then subject to corpora-
tion tax of up to 35%.

Also, "although there are juris-
dictions where no taxation is pay-
able, Guernsey insurers recognize
that they should contribute to the
local economy by paying taxes,"
Mr. Butterworth noted in his let-
ter.

Merrett acquisition
Lloyd's of London underwriting

group Merrett Holdings P.L.C.
plans to acquire a Canadian loss
adjuster.

"Negotiations for the acquisition
of general and manne insurance

Continued on next page

:ruptcy bombing taxation legislation war risk .
race terrorism associations superbowl HMOs F
> salettlies__chemical renewal retirement Fc
3nt OFIiiq drug asbestos employee e i
insur...,,Irlbiin*.Immilitime nuclear a

>litici/-CJNlIQQWP; ?!. ifls'DFers ... civil justice
don Zi

te CamYuna County ... 5anlirup,cy bom

Order Bl's

Editorial Index now!

Uncover the issues. Track the trends. Follow the changes
and developments in risk management, employee benefits
and the commercial insurance industry.
· all news reports and feature articles published
· indexed alphabetically, chronologically and geographically
· indexed by people, companies mentioned, and subjects
· continuous access-3 quarterly reports plus a cumulative

annual edition

Whatever your needs, interests or curiosities, Business
/nsurance provides a wealth of news and information. Let
81's Editorial Index take you there in seconds.

a.

Business Insurance, September 28, 1987 / 49

B kliI'll'00 Editorial Index
220 East 42nd Street, New York, NY 10017

Please send me the following Index(es):
Annual Index (hardcover) $150' each:
0 1981 0 1982 0 1983 0 1984 0 1985

Annual Index (softcover) $100*: O 1986
Full Index Service at $100*: 01987

*Foreign Postage Additional
PAYMENT MUST ACOOMPANY ORDER
0 Visa 0 Mastercard 0 Check Enclosed

Account #

Exp. Date

Signature

Name

Title

Company

Address

City

Phone Numter

State Zip

E19/281



AU / DUSZneSS 17QUTance, Deplemoer Zo, 130,

Free:
THE FACTS ABOUT STRUCTURED
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 ALL HUVER AND ASSOCIATES. We pioneered the use ofstructured settlements in a wide variety of claims, such as
wrongful death, personal injury-worker's compensation,

medical malpractice and products liability.

Representing the defense, we provide the following services cost
free: • Assessment of needs • Conference call consultations

• Same day quotes • Training sessions and seminars
• In-house case reviews • Participation in settlement

conferences

For more information and ourcorporate capabilities brochure on how
you can add a proven professional structured settlement specialist
to your negotiation team. call Myles McDonald today at (215) 565-
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Continued from previous page
adjuster Harding & Bickers Ad-
justers Ltd. are at an advanced
stage," said Chairman Stephen
Merrett in the company's interim
report.

Details are expected to be sent to
shareholders in the near future.

Merrett Holdings also is hoping
to acquire the remaining 60%
shareholding of fellow Lloyd's's
underwriting agency Anton Hold-
ings Ltd., according to Mr. Mer-
rett.

Merrett acquired 40% of Anton
in 1986 with an option for the bal-
ance.

"We are discussing. . .our pur-
chase of the balance of the
shares. . .in the belief that this de-

velopment would be in the inter-
est of both companies," said Mr.
Merrett.

News of both acquisition plans

Evaluate your
workers' comp carrier
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custom safety services.
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Under California Law it is unlawful for an insurer to promise the future payment cf dividends under an unexpired workers' compensation
policy or to misrepresent the conditions for dividend payment. Dividends are payable only pursuant to conditions determined by the Board
of Directors or other governing board of the Company following policy expiration. It is a misdemeanor for any insurer or officer or agent
thereof, or any insurance broker or solicitor, to promise the payment of future workers' compensation div dends Past dividend performance
is no guarantee of an insurer's future dividend performance.

London

were announced as Merrett re-

vealed a 28.2% decline in pretax
profits for the first half of 1987 to
3.9 million pounds ($6.3 million at
June 30 exchange rates) from 5.0
million pounds ($7.7 million at
June 30, 1986, exchange rates) in
1986.

The results were affected by a
decline in profit commissions from
the group's managed syndicates.
Profit commissions fell to 2.6 mil-

lion pounds ($4.2 million) from 4.1
million pounds ($6.3 million).
However, underwriting agency sal-
ary revenue rose to 2 million
pounds ($3.2 million) from 1.6 mil-
lion pounds ($2.4 million), and loss
adjusting activities provided a
first-time contribution of 1.5 mil-

lion pounds ($2.4 million).
Mr. Merrett forecast the com-

pany's final pretax profit to be
about 4.5 million pounds ($7.5 mil-
lion at current exchange rates) by
the end of 1987.

Engineering pension
A pension program open to all

engineering employers in the
United Kingdom is being organ-
ized by the Engineering Employ-
ers' Federation in a joint venture
with Friends Provident Life Office,
a mutual life insurance company.

The Engineering Industry Pen-
sion Scheme (EIPS), expected to be
operational after April 6, 1988,
will cater to the pension require-
ments of engineering employers
that do not currently sponsor pri-
vate pension plans.

The plan is open to all male em-
ployees between the ages of 18 and
60 and all female employees be-
tween the ages of 18 and 55. It will
provide retirement and spouses'
pensions and a lump-sum benefit
in the event of death before normal
retirement age.

In the United Kingdom, the
standard retirement age is 65 for
men and 60 for women.

"There are large numbers of peo-
ple working in the engineering in-
dustry«over half-a-million-who,
for a variety of reasons, have no
opportunity to belong to an oc-
cupational pension scheme," said
James McFarlane, director general
of the Engineering Employers'
Federation.

The federation has 5,000 mem-
ber companies that design, manu-
facture and service a broad range
of electronic, electrical and me-
chanical equipment. The plan is
also open to non-EEF-member en-
gineering companies.

Pension plan
British textile company Coats

Viyella P.L.C. is forming a group
pension plan open to all full-time
employees over the age of 20 who
work at least 30 hours a week.

The plan, which will be intro-
duced Jan. 1, offers pension and
death benefits for the first time to

about 30,000 employees. It also
provides a range of benefits to
members of existing pension plans
operated by Coats Viyella subsi-
diaries.

The plan "will be run in a parti-
cipative way with a structure of
local and divisional committees
composed of representatives of
management and employees and
the scheme's trustees," according
to a statement from the company.

Heath acquisition
Lloyd's's of London broker C.E.

Heath P.L.C. is acquiring 49% of
Mexican reinsurance broker Agen-
cia Interoceanica Asesores e Inter-

mediarios S.A. for an undisclosed
amount.

Agencia Interoceanica is cur-
rently 100% owned by Gustavo
Cisneros and Fernando Montes de

Continued on next page



Cont,nued from preutous page million pounds ($3 1 million at brokerage revenue lS generated in cided to concentrate his time on
Oca Martin, both of whom will June 30, 1986, exchange rates) in US and Canadian dollars their continued development," said
continue as shareholders, owning 1986 Gross revenue totaled 115 "Our floatation on the London the statement. He will not be re-
the balance of the equity million pounds ($ 18 5 million), Stock Exchange represents a natu- placed as deputy chairman, said a
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[its of this association not only in health coverage for the entertain- Steinart resigns
Comings & goings

Call:
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kerage volumes through C E visions broker reinsurance, man of Alexander Howden Ltd, Heath Fielding LMX Ltd , the Chairman
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nadian travel insurance subsidiary, Mr Steinhart was "one of the Gilliat, Scotford & Hayworth Ltd .
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rhon*son Ltd plans to seek a full change Voyager's status from that played a significant role in its dra- fective Jan 1, 1988 He will sue- PO Box 106257 Atlanta, GA 30348

listing on the London Stock Ex- of a broker with binding authority matic growth," the statement says ceed David Chambers, who is re-
change next month to help the on behalf of Lloyd's's underwriters Since that time, the company's tiring Also, Andrew O. Ramage
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Lloyd Thompson was formed in in December Mr Stemhart "has a wide range underwriter of non-marine syndi-
1981 by Peter Lloyd and John Some 90% of Crawley Warren's of business interests and has de- cate 56
Lloyd, former directors of Alex-
ander Howden Insurance Brokers

Ltd Ken Carter, formerly a direc-
tor with Sedgwick Insurance Bro- a
kers Ltd Joined in 1986 The com- f
pany employs 136 staffers 41
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Pretax profits for the company S

for the year ended June 30, were
4 2 million pounds ($6 8 million), a *am

with brokerage revenue of 9 2 mil-
lion pounds ($14 8 million) and in-
vestment revenue of 18 million

1pounds ($2 9 million), said Mr
Carter Sources estimate that an

offering on the stock exchange will
value the company at between 35
million pounds and 40 million
pounds ($58 million and $662 mil- f

lion at current exchange rates)
A total of 72 company employees

already are shareholders in Lloyd
Thompson The full listing, in
which 25% of the company's shares If you knew us then,
will be sold, will allow current
shareholders to ascertain the mar-

ket value of their investment, said
Mr Carter

A full stock exchange listing also
W111 44facilitate mergers and acqui-
sitions and enhance our reputation
with our clients," said Mr Carter

A - -

Lloyd Thompson lS a wholesale "f'
1

and reinsurance broker specializ-
1':.

ing in energy, hull, cargo and

* ' s.».Stral
North American property risks and I ,

marine reinsurance About 80% of

its business stems from the United

States, according to Mr Carter
The company intends to increase ' i

its market share in its existing
areas of business as well as ex-

pand into aviation and non-ma-
rine reinsurance, said Mr Carter, F

.

who did not rule out possible bro-
kerage acquisitions in the London - -

market
4 0-r

Meanwhile, the company hopes
to acquire a team of 17 employees 9

who resigned from the political
and credit risk division of Lloyd's's
broker Hogg Robinson & Gardner
Mountain PLC The team in-

cludes Directors Jack Barnes and 11'

Mark Drummond-Brady l
X,

HRGM's political and credit risk :47£7.btf'-
division is one of the largest in the 4 b- ' .>

London market, employing a total S .
I U ...; ..'

of 180 people The 17 brokers spe- --£- 'L' **''#,

cialize in placing political risk in-
4 4711 1 msurance mainly at Lloyd's and rep-

..:4<.4 I ''. 'resent "less than half" of HRGM's ' #--8467..4 .i
11- '' ·

political risk brokering team, said
, Q 1*,SL -

1 r·- -r,>.r
HRGM Director Julian Radcliffe 211<<3321LB:130 Eu(GENII,[@ f  i r TRBfr'f"Discussions are still continuing , 3 J \.2 -\J U'.---1 -*..

and I would be surprised if they all 11, f-

depart," he said

Crawley Warren
Lloyd's's of London broker

.. .. 0 -0-- -lili-0
Crawley Warren (Holdings) Ltd is
seeking a full listing on London's -

0.- .
.

Stock Exchange next month in a
. ..- ...

-. ... -

placement valued at about 25 mil- -0-0

hon pounds ($41 4 million)
.. ... 0-0-0

News of the planned listing was
announced when Chairman Ber-

- lili- -

nard Warren revealed pretax prof-
its for the company of 24 mil- ... .

lion pounds ($39 million at June . . ..

30 exchange rates) for the year
ended June 30, 1987, up from 2
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Blood banks form risk retention group
By DEBORAH SHALOWITZ Risk retention roundup
ARLINGTON, Va. The Ameri-

can Assn. of Blood Banks plans to
form a risk retention group owned
by member organizations that will
offer primary professional liability
and general liability coverage.

The unnamed risk retention

group is expected to begin writing
policies by Jan. 1, said Gilbert
Clark, executive director of the

Arlington, Va.-based professional
and trade group.

The risk retention group is being
formed in response to a 362% rate
hike for an AABB-sponsored in-
surance program written by Great
American Insurance Co. in Cincin-

nati. Rates jumped from 65 cents
per donation to $3 per donation in
1986.

The risk retention group will

provide limits of $1 million per
claim and $3 million aggregate for
each blood bank, according to Mr.
Clark.

This insurance covers blood

bank administrators, technicians
and other staff at blood banks and

transfusion centers.

Although specifics of the cover-
age have not been finalized, Mr.
Clark said premiums would be
about $1.10 per donation during
the risk retention group's first
year, depending on the cost of rein-
surance.

Also, policyholders probably will
be responsible for an initial capital
contribution of 75 cents per unit of
blood during the group's first year,

he noted.

"We would probably not make
any decisions on a premium reduc-
tion for at least three years," but
after that premiums would be
based on loss experience, accord-

ing to Mr. Clark.
Policies would be written on a

claims-made basis with coverage
retroactive to Sept. 1, 1985, Mr.
Clark noted. Deductibles have not

yet been determined.
Most likely, the risk retention

group will be domiciled in Illinois
because the state "has an excellent

Insurance Department," said Mr.
Clark.

Furthermore, the AABB is incor-

porated in Illinois, though it main-

.=%211.-3 )

Should that matter to you?

tains its headquarters in Arling-
ton.

Mr. Clark explained the blood
centers a few years ago were pay-
ing a premium of 35 cents per do-
nation for professional liability
and general liability insurance.
Premiums rose to 65 cents per do-
nation a couple of years ago.

On Sept. 1, 1986, Great Ameri-
can raised the premium it charges
to $3 per donation and switched
from an occurrence to a claims-

made policy form.

Anticipating such action, the
AABB commissioned a study from
Milliman & Robertson Inc. in Mil-

waukee to assess the proper pre-
mium rate. The study, which was
completed last spring, said a pre-
mium of 65 cents per donation
would be sound.

When the AABB showed the

r

It should, if you are concerned about the quality of medical
care and effective cost management.
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4 Develop an effective treatment plan.
1/ Ensure cost effective and quality care.
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study to Great American, however.
the insurer "wasn't impressed,"
Mr. Clark said.

Mr. Clark attributes Great

American's rate increase to "fear

of the unknown" about acquired
immune deficiency syndrome.

Great American officials could

not be reached for comment.

The possibility of developing
AIDS from blood procured from an
AABB-member blood bank is very
small, he said, pointing out that
routine testing of all blood donated
to AABB centers for AIDS began in
the spring of 1985.

"We expect that there will be
very few claims arising from trans-
fusions" after Sept. 1, 1986, he
said. However, "we seem to have a

great deal of difficulty getting
commercial insurers to listen to

us," complained Mr. Clark.
The AABB decided to form a risk

retention group after it received a
feasibility study conducted by
Washington-based Victor 0.
Schinnerer & Co. Inc., Mr. Clark
said.

AABB has not decided who will

be the risk retention group's un-
derwriting manager, managing
general agent, attorney, auditor or
accountant, according to Mr.

1

Gilbert Clark

attributes the

insurance rate hike to

'fear of the unknown'

about AIDS.

Clark.

Although a few reinsurers have
indicated interest in reinsuring the
risk retention group, the AABB
does not have any formal commit-
ments from reinsurers yet, he
added.

About 2,400 independent blood
centers, hospital blood banks and
transfusion centers are AABB

members. There are only two or
three independent blood centers
that are not members of AABB, Mr.
Clark said.

The smallest AABB center an-

nually collects about 2,000 units,

while the largest AABB center an-
nually collects some 800,000 units
of blood, Mr. Clark said. Thus, the
smallest amount a member of the

risk retention group would pay in
premiums for the first year would
be $2,200 annually, while the max-
imum annual amount premium
would be $880,000.

A total of about 4 million blood

donations per year are insured by
Great American through the
AABB-sponsored insurance pro-
gram.

Mr. Clark estimated that another

2 million blood donations per year
are insured by St. Paul Fire & Ma-
rine Insurance Co. or the Medical

Insurance Exchange of California,
an Oakland-based insurance com-

pany that writes coverage for 10
California blood banks and one in

Alaska.

He predicted that all of the asso-
ciation's members currently pur-
chasing insurance from Great
American would opt instead to in-
sure through the risk retention
group, making the group's annual
premium flow during its first year
at least $4 million.

In addition, some of the blood
centers currently purchasing cov-
erage from other insurers might
join the risk retention group,
added Mr. Clark.

The American Red Cross runs 55
blood centers in the United States

that collect about 6 million units

annually-or about half-of the
nation's blood, he noted. Red Cross
blood centers are insured through
the national Red Cross. I



Panel urges incentives
to prefund reti ree benefits

By JERRY GEISEL

WASHINGTON-Employers
should be given tax incentives to
prefund their retiree health care
benefits, a federal task force rec-
ornrnends.

In its final report delivered last
week to Congress and the Depart-
ment of Health & Human Services,
the Task Force on Long-Term
Health Care Policies said contribu-

tions to trusts established to pay
for retiree health care benefits
should be allowed to earn tax-free
interest.

In addition, future medical care
inflation should be taken into ac-
count when limits are set on the
maximum annual tax-deductible

contributions employers can make
to the trusts, the task force report
says.

Giving employers tax incentives
to prefund retiree health care ben-
efits-including long-term care
benefits-would erode the govern-
ment's tax base, the task force ac-
knowledges. But that loss of reve-
nue should be measured against
the traditional social policy objec-
tives of encouraging ennployers to
expand benefit programs, accord-
ing to the report.

'Tax4avoring of
employee health
benefits has an

established role,' the
task force says.

"Tax-favoring of employee
health benefits has an established
role in encouraging employer
sponsorship and employee accep-
tance of socially desirable benefit
programs," the report said.

These recommendations to en-
courage more prefunding of retiree
health care benefits fly in the face
of the Deficit Reduction Act of
1984.

Under that law, investment in-
come earned on reserves held by
special trusts-known as Volun-
tary Employee Beneficiary Assns.
-which are used to pay for retiree
health care benefits, is taxed.

The DEFRA restriction does not
apply to VEBAs established to pay
for current employees' health care
benefits.

In addition, DEFRA stipulated
that employers could not take fu-
ture medical care inflation into ac-
count when determining the maxi-
mum tax-deductible contributions
they are eligible to make to VEBAs
to fund retiree health care bene-
fits.

While few employers-prior to
DEFRA's enactment-used VEBAs
to prefund retiree health care ben-
efits, employer interest in a tax-ef-
fective way to prefund these bene-
fits has greatly increased since
then, experts say.

Interest has increased because
employers have become more
aware of the size of retiree health
care liabilities and because of con-
cern that the Financial Accounting
Standards Board will recommend
that retiree health care liabilities
be recognized on corporate balance
sheets.

For example, the Washington-
based Employee Benefit Research
Institute estimates that employers
have promised-but not funded-
some $85 billion in health care
benefits to current retirees.

And no one knows how many
hundreds of billions of dollars in
health care benefits have been pro-
mised-but not funded-to future
retirees.

Business groups, aware that the

administration is opposed and
Congress largely indifferent to the
problem of prefunding of retiree
health benefits, may be influenced
by the task force recommendation.

"Perhaps, this is a first step
forward,'' observed Cathy
Amkraut, manager of public policy
at the Washington Business Group
on Health.

"At least the issues are being
raised," Ms. Amkraut said.

The task force report was man-
dated under a provision of the
Consolidated Omnibus Budget
Reconciliation Act of 1985. The
Treasury Department also is stu-
dying whether tax incentives
should be allowed to encourage
companies to prefund retiree
health care liabilities. I
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Every week your prospects turn to Business Insur-
ance for the latest news in the industry. They also

turn to Bl's Insurance Services Guide to learn
about companies that supply the products

and services they need.
Insurance Services Guide is especially de-
signed to provide small space advertisers
with a clutter free, highly visible environ-
ment each and every week. When it comes

to small space advertising no one delivers
the impact and visibility that Bl does.

Call Margaret Hikido today for ad rates and
space reservations: (312)649-5340.
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Introducing Partners Plus.
We'll help you discover the
potential of Group long Term
Disability.
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Reinsurance, you can quickly tap
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Without investing a lot of money.
Or assuming a lot of risk.

Partners Plus provides you with
everything you need. From a tailor-
made policy, to administrative
software, to claims service.

And unlike many companies,

we don't compete with you in the
marketplace.

Best of all, Partners Plus offers you
ultimate ownership of the business.

For more information, call toll-
free 1-800-255-6931. We're the
partner you've been looking for.

S® Employers Reinsurance Corporation
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66..-.things that go bump in the night."
Like "things that go bump in the night'; hazards often lurk in the

darkness of poorly defined, weakly implemented safety and health
management systems. Let the loss control experts at Hewitt, Coleman
throw some light on the subject! Commitment, Analysis, Planning,
Action-Hewitt, Coleman's CAPA program-the results can be luminous!

Calll-800-421-9139 In S.C., calll-242-4350

P.O. Box 3665,2717 Poinsett Highway, Greenville, SC 29608

with Branches and affiliated offices in major cities.
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The first step in any communication process .
is UNDERSTANDING. In so many corporate

J dealings today, the approach is distant
 But at Global Special Risks, we understand and impersonal.

your client's problems and we can

communicate them to our underwriters,

concisely and clearly This enables us to

achieve the most advantageous

combination of price, coverage, and '
service for you.

For Energy, Marine and Properly accounts,

talk to Global. We understand. ,
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Global Special Risks, Inc.
2610 Edenborn Ave., RO. Box 6495

Metairie, Louisiana 70009
504-455-7874 / Telex 587452

Global Special Risks, Inc.
Of Texas

Suite 2120, One Lincoln Plaza,
Lock Box 32

%'* Dallas. Texas 75201
214-954-3544 / Telex 6829263

Global Special Risks
Insurance Services

3250 Wilshire Blvd., Suite 1111
los Angeles, California 90010
(213) 387-2099 / Telex 6831852

Global Special Risks
insurance Services

San Francisco

Merchants Exchange Buildirg
Suite 410 465 California Stree

San Francisco, California 941
415-421-4544 / Telex 9894
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NAIC to increase

market surveillance

to cut insolvencies
By DEBORAH SHALOWITZ

PITTSBURGH-The National Assn. of Insurance Commissioners plans
to increase market and solvency surveillance in an effort to reduce the
number of insurer insolvencies.

"The most significant thing" the NAIC accomplished at its North-
east zone meeting in Pittsburgh Sept. 13-16 was increasing data base fees
charged to insurers by 150% so the organization can beef up market and
solvency surveillance, said NAIC President Edward J. Muhl following the
meeting.

"There are different questions being asked today than two years ago,"
noted Mr. Muhl, who is also the Maryland insurance commissioner. "The
increase in data base fees is an important step to take us into the next four
to five years."

The NAIC plans to use the revenue generated by the data base fees
to hire additional staff members with backgrounds in the reinsurance
industry to increase market and sol-
vency surveillance, Mr. Muhl said. |
The NAIC also plans to purchase Raising data base
more computers, he added.

fees is the 'mostThe increased surveillance is

needed because insurerinsolvencies significant thing'
remain one of the primary problems
facing insurance regulators, officials done at the meeting,
agreed. says Mr. Muhl.

In need of "immediate" attention

are 234-or 9.39-of the 2,529 U.S. • -
property/casualty insurance com-
panies and 221-or 10.4%-of the nation's 2,127 life, accident and health
insurance companies, according to a report by the NAIC's examination
team based on insurer's 1986 annual statements.

This is an improvement over the prior year for property/casualty
insurers, but a not for life/health insurers.

Based on 1985 annual statements, 271-or 10.89-of 2,505 property/ca-
sualty companies were in need of "immediate" attention, while 220-or
10.7%-of 2,052 life, accident and health insurance companies were in
need of "immediate" attention.

An NAIC spokeswoman explained that "immediate" attention means
that the short-term viability of the company could be in jeopardy.

However, she emphasized the label does not predict impending insol-
vency.

For example, although the NAIC said 271 property/casualty com-
panies needed immediate attention last year, only 17 actually were de-
clared insolvent in 1986.

Similarly, although the NAIC said 220 life, accident and health insur-
ance companies need immediate attention, only five were declared insol-
vent last year.

John Tinsley, the NAIC's 1987 examiner team project director, also
reported to the Examination and Oversight Task Force that 335-or
13.29-of the 2,529 property/casualty companies are "targeted" for at-
tention, along with 186-or 8.7%-of 2,127 life, accident and health insur-
ance companies.

Mr. Tinsley is a financial examiner with the Delaware Insurance De-
partment.

Mr. Muhl also said the NAIC executive committee has discussed

Continued on next page

We Understand the

Subtle Complexities
of Brain Injury

Bryn Mawr Rehabilitation Hospital understands
the cognitive, behavioral, functional and financial
distinctions of brain injury. We offer

e Experience in Catastrophic Brain Injury Cases
• A State-of-the-Art Brain Injury Unit to Enhance

your Client's Continuum of Care
e An Individualized Treatment Program for Each

Patient

. Frequent Communication to the Insurance
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e A Variety of Coordinated Therapeutic Services
o Maximum Independence and a Timely Dis-

charge for each Brain Injured Patient

Bryn Mawr Rehabilitation Hospital

Setting TRENDS in Brain Injury Rehabilitation
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Continued from previous page
whether allowing insurers to re-
port the value of their bond port-
folios in their annual statements at

market value rather than amor-

tized value would help control se-
vere market capacity swings.

Allowing insurers to carry their
bonds at market value would give
them a more realistic picture of
their surplus, which would provide
more stable capacity.

While the suggestion to change
how insurers report the value of
their bond portfolio is still in the
developmental stage, Mr. Muhl
said this "may well be the key" to
controlling severe capacity swings.

Regulators considered several
other topics during their meeting:
• A panel of six insurance fraud

experts told the NAIC that insur-
ance fraud costs the industry
billions of dollars each year but
that a significant amount of fraud
can be stopped if special investiga-
tive units are established by insur-
ance cornpanies or state insurance
departments.

Vincent Rapp, president of the
National Assn. of Special Investi-
gative Units, said approximately
75 insurance companies in the
United States and Canada cur-

rently have about 200 people in-
vestigating insurance fraud.

Insurer-sponsored special inves-
tigative units "work and are many
times successful" because they
maintain "a directed and sustained

effort" to fight fraud, Mr. Rapp
said.

However, Robert McKenna,
director of the Florida Division of

Insurance Fraud, said it is the re-
sponsibility of states to investigate
fraud because it is a criminal ac-

tivity.

"Companies and industry have a
fiduciary responsibility, but they
don't have the power to catch
criminals," he said. "The state
does."

• A two-pronged proposal un-
veiled by insurers that would allow
the federal government to sell pri-
mary residential earthquake insur-
ance to homeowners and "high-
level" excess-of-loss reinsurance
against earthquake, volcanic erup-
tion and hurricane and windstorm

damage to insurers is being consid-
ered by an NAIC committee (BI,
Nov. 10, 1986; Feb. 4, 1985).

A federal earthquake coverage
program is necessary because "a
major earthquake could result in
such serious financial losses to the
insurance industry and to the fi-
nancial community as a whole that
they would be unable to continue
normal operations," according to
the proposal.

John Crosby, senior vp and gen-
eral counsel of the National Assn.
of Independent Insurers, told the
Commercial Lines Property and
Casualty Committee that a serious
earthquake in the Midwest or in
California could cause losses of

more than $50 billion.
The premiums for the primary

insurance and excess reinsurance

programs would be maintained in
separate funds and used to pay for
losses. If the funds were inade-
quate to pay for losses, the pro-
grams could borrow money from
the U.S. Treasury to pay earth-
quake claims.

Mr. Crosby said the proposal will
be introduced in Congress in early
1988 as the Federal Catastrophe
Insurance and Reinsurance Corp.
Act. The proposal is supported by
the Alliance of American Insurers,
the American Insurance Assn., the
NAII, American International
Group Inc. and State Farm Insur-
ance Cos.

• The NAIC's Surplus Lines
Task Force let die an exposure
draft attempting to clarify which
state has the authority to tax the
premiums written by a surplus
lines insurer, according to John
George, Alaska's director of insur-
ance, who heads the task force (BI,
Aug. 10).

The task force also referred to an

'Companies and

industry don't have

the power to catch
criminals,' Mr.

McKenna says.

advisory committee for additional
work a proposal for a standard
trust agreement between states and
surplus lines insurers.
• Members of the NAIC Workers

Compensation Task Force agreed
that workers comp will be a big
issue next year.

The task force charged its advi-
sory committees to look at a vari-
ety of issues, including loss ratios,
competitive rating, safety in the
workplace, investment income,
cancellation and non-renewal pro-
visions of insurance policies, occu-
pational disease and health care
cost containment. I
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FINDING A SUCCESSFUL TPA

ISJUST A MATTER OF PUSHING
THE RIGHT BUTTONS.
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f If you're self-insured by choice

or a victim of the insurance industry's
capacity crunch - take heart! Country-
wide doesn't just investigate product
liability claims; we manage them.

It's much like being backed by
a major insurance company or a fully
staffed in-house claims department.
(Except it costs far less.)

Our professional claims people have
a minimum of 10 years' experience.We
set up the file, reserve for loss and
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tigate, recommend defense counsel,
locate expert witnesses, monitor your
case with monthly reports, and, if
necessary, negotiate.
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Texas decision

'The general rule is that an insurance
agent or broker is not a guarantor of the

financial condition or solvency of the
company from which he obtains
insurance,' the decision says.

Continued from page 2
"I think the appellate court decision is so erroneous

that the (Texas) Supreme Court will grant a writ in
this case" and hear it, said Mr. Wilcox.

Insurance industry observers say that if the trial
court verdict had been upheld, it could have had a
devastating impact on the market for brokers' errors
and omissions liability insurance.

In addition, they say the trial court decision could
have caused agents and brokers to avoid placing busi-
ness with lower-rated insurance companies.

According to the appellate court decision and the
amicus brief, Higginbotham placed a multiperil pol-
icy covering the bowling alley with Proprietors in
1979.

The coverage was maintained after Mr. Greer pur-
chased the bowling alley in 1980.

However, when the brokerage submitted Mr. Greer's
claim to Proprietors after the May 1981 fire, it received
a $490,000 check that later bounced because of the in-
surer's insolvency.

Mr. Greer sued Higginbotham charging negligence
and misrepresentation and, in August 1986, a Harrison
County District Court jury awarded him $772,000 for
damages as well as loss of equity, lost profits and at-
torneys fees.

While th@ jury had found for Mr. Greer on both the
negligence and misrepresentation causes of action, the
trial court judge disre-
garded the misrepresen- 1
tation finding but left
the award intact.

The appellate court
found the lower court

judge correct in voiding
the misrepresentation
verdict but also ruled
there was no evidence

of negligence by Hig- .
ginbotham.

"The general rule is that an insurance agent or bro-
ker is not a guarantor of the financial condition or
solvency of the company from which he obtains insur-
ance," said the decision, written by appellate court
Chief Justice William J. Cornelius.

If a company is solvent when the policy was pro-
cured, 'its subsequent insolvency generally does not
impose liability on the agent or broker," according to
the six-page decision.

The only scenarios in which the agent would be li-
able is if at the time the policy is placed or at a
later time when the policyholder could still be pro-
tected, the agent knows-or should know-facts or
circumstances "which would put a reasonable agent on
notice that the insurance presents an unreasonable
risk," the decision says.

"Greer attempts to avoid the rule here by arguing
that this is not an insurer insolvency case but rather a
case of an agent's overall negligence in failing to pro-
vide his client the best available insurance at the best

price," the decision states.
"The only damage he claims, however, is his loss

due to the insurer's insolvency
"He has not alleged or proven that Higginbotham

either failed to procure a policy or allowed it to
lapse, or that the PIC policy failed to provide full cov-
erage or contained unwarranted exclusions or cost
more money than it should have," Justice Cornelius
wrote in the decision.

There is no evidence to support the jury's finding
that Higginbotham was negligent, the appeals court
concluded.

In addition to holding a B-plus Best's rating when
the policy was written, PIC was paying its claims

promptly and distributing dividends. It had also made
an underwriting profit the year before and was an ad-
mitted insurer in Texas, the ruling points out.

The decision also analyzed testimony given by Ron-
ald Horne, a professor at Baylor University and an
expert witness who testified on Mr. Greer's behalf.

Mr. Horne, according to the decision, stated that
PIC's B-plus Best's rating for 1979 and 1980 put it in
the lower 25% of Best's rated companies for that year.

"Horne observed, however, that the rating had lev-
eled off for four years in a row, which he stated was
a sign of stability," the court said. It added that noth-
ing in Mr. Horne's testimony indicates Higginbotham
should have known PIC presented an "unreasonable
risk."

The facts in the case also demonstrate that "Greer

selected the insurance he wanted," the court said,
pointing out there is no evidence to support the charge
that Higginbotham was guilty of misrepresentation.

Mr. Greer, who received a $50,000 claims payment
from the Texas' property/casualty insurance guaranty
fund, noted he must repay $440,000 in debt caused by
PIC's insolvency.

"It doesn't seem fair to me that someone is not liable

for that money," said Mr. Greer. "I just had my whole
life snuffed flat on the ground and it doesn't seem
fair."

Ms. Burkley said that while she is sympathetic to Mr.
Greer's plight, his problems primarily are caused by
the $50,000 cap on payments by the Texas guaranty

fund.

Brokers should not be

used as "deep pockets"
in cases of insolvency,
Ms. Burkley said. A rul-
ing that a broker was
negligent in placing
business with a B-plus-
rated company that had
given no public indica-

- tion that it had prob-
lems would have been

"very, very scary and unfair to insurance agents."
Because the insurer became insolvent after the pol-

icy was written and the loss occurred does not mean
the insurance agent had done anything wrong, said
Herbert Boyland, of Kenley & Boyland in Longview,
Texas, which represented Higginbotham & Associ-
ates.

Officials at the agency could not be reached for com-
ment.

Ernest Stromberger, executive director for the Inde-
pendent Insurance Agents of Texas, which was a mem-
ber of the coalition of trade associations that filed the

amicus brief, said: "Our interest in the case was the

impact that it would have on errors and omission and
liability insurance rates for agents."

He said E&0 insurers would have had a "real prob-
lem" in determining how to handle brokers' increased
liability if the jury's verdict had set a precedent, "and
none of the alternatives were pleasant." Mr. Strom-
berger said E&0 insurers could exclude coverage in all
cases involving insurer insolvencies or exclude cover-
age in instances in which a policy is placed with an
insurer with a low Best's ratings.

If the lower court decision were upheld, it also could
have caused brokers to avoid placing business with
lower-rated companies, which would drive these in-
surers out of business and cause capacity problems,
said Mr. Stromberger.

But Mr. Greer's attorney, Mr. Wilcox, denounced
this contention as "propaganda."

There were 14 companies rated "A" or better that
would have been willing to write this business and
should have been contacted, Mr. Wilcox said. "The
court didn't really address the duty of an agent." •
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Carlo Conference, SOCFI, 14 Rue Mandar, 75002
Paris, France Earthquake facility issues quotes

Continued from page 2OCT 5-6 Environmental Risk Management He*iltheare Risk Management Council of New OCT 11-16 Fundamentals of Employee Ben-
Course Minimizing and Insuring Agamst Orleans members, $340 for additional members efits Management conference in Brookhela, Commercial insurers currently offer earthquake limits of $100
Pollution Liability Exposures conference in from the same organization, $470 for non-mem- Wis, sponsored by the International Foundation million to $150 million, depending on the risk, Mr Clements ob-
Washington, DC, sponsored by Executive En- bers ($70 can apply toward ASHRM member- of Employee Benefit Plans, $900 Registrations served
Lerpnses Inc, $875, $775 for additional regls- ship), $410 for additional non-members from the Department, International Foundation of Em-

Limits offered by ELF also will increase as the facility's capitaltrants from same organization Executive En- same organization, $145 for full-time students ployee Benefit Plans, P O Box 69, Brookfield,
terpnses Inc, 22 W 2lst St, New York, NY Amencan Hospital Assn,PO Box 98946, Chi- Wis 53008-0069, 414-786-6700 base grows, he added
10010-6904, 800-223-0787, 800-831-8333 within cago, Ill 60693, 312-280-6083 When the insurer's capital reaches the $1 billion mark, ELFNew York OCT 12-16. Management and Administra- will offer limits of $100 million, and capacity will increase in $25OCT 8 Assessing Vendors (HMOs, PPOs, tive Skills for the Occupational Safety and
OCT 5-6 ERISA II Preparing for Maor Utilization Review Firms, etc) workshop in Health Professional course in Los Angeles, million increments for each $500 million in additional capital accu-
Pension & Benefit Changes in the 100th Con- Boston, sponsored by the Health Research Insti- sponsored by the Institute of Safety & Systems mulated

gress conference in Washington, DC, spon- tute, $250 Also Oct 29 m San Francisco, Nov Management at the University of Southern Call- For example, ELF will offer limits of $125 million when capitalsored by the National Employee Benefits Insti- 12 in New York, and Dec 10 m Chicago Health fornia, $735 The Institute of Safety & Systems
reaches the $1 5 billion mark, $150 million when capital reaches thetute, no charge to single NEBI member Research Institute, 1600 S Main Plaza, Suite Management, University of Southern Callfornid,

representatives, $100 for additional NEBI mem- 170, Walnut Creek, Calif 94596, 415-676-2320 Office of Extension and In-Service Programs, $2 billion mark and $175 million when capital reaches the $2 5
ber representatives, $395 for non-members Na- 3500 S Figueroa St, Suite 202, Los Angeles, billion mark, Mr Clements explained
tional Employee Benefits Institute, 2445 M St OCT 8 Cost Containment Through Commu- Calif 90007, 213-743-6523 The policies issued by ELF will all expire on the same date, 10N W, Suite 400, Washington, D C 20037,800- nications and Education workshop in Boston,
358-7258 sponsored by the Health Research Institute, OCT 14 Complying With COBRA The years from the facility's inception Companies Joining four years

$250 Also Oct 29 in San Francisco, Nov 12 in Final Regulations workshop m Chicago, spon- after ELF is up and running, then, would only be able to buy cover-
OCT 5-6 Health Care Cost Containment New York, and Dec 10 in Chicago Health Re- sored by the Illinois State Chamber of Com- age for a six-year period at a pro-rated premium
workshop in Boston, sponsored by the Health search Institute, 1600 S Main Plaza, Suite 170, merce, $45 for ISCC members, $70 for non-

The program is designed to run only for a 10-year period, afterResearch Institute, $495 Also Oct 26-27 in San Walnut Creek, Calif 94596, 415-676-2320 members Carol Jensen, Ilhols State Chamber of
Francisco. Nov 9-10 in New York, and Dee 7-8 Commerce, 20 N Wacker Dnve, Chicago, Ill which ELF will be liqu:lated and policyholders will recover their
in Chicago Health Research Institute, 1600 S OCT 8 Professional Indemnity-Today and 60606, 312-372-7373 original contributions plus interest, less the expenses of operating
Main Plaza, Suite 170, Walnut Creek, Calif Tomorrow conference m London, sponsored by
94596, 415-676-2320 the facility, according to Mr Clements, who described ELF as re-the Insurance & Reinsurance Research Group OCT 14-15 Constructing, Processing and

Ltd , 170 pounds (approximately $280) plus Marketing Variable insurance Products con- sembhng a trust fund more than a policyholder-owned insurance
OCT 5-7 Insurer Solvency Assessment con- VAT Insurance & Remsurance Research Group ference in New York, sponsored by the Institute company such as ACE Insurance Co Ltd or XL Insurance Co
ference in London, sponsored by the Insurance Ltd, Bridge House, 181 Queen Victoria Sf, for International Research Inc , $895 Institute Ltd
& Reinsurance Research Group Ltd,506 pounds LAndon EC#V 4DD, 01-236-2175 for International Research Inc , 310 Madison

After 10 years, ELF's policyholders may decide to incorporate a[approximately $832) Carohne Atkinson, Insur- Ave, Suite 1212, New York, NY 10017, 800-
ance & Reinsurance Research Group Ltd, OCT 8-9 Labor/Management Cost Contain- 345-8016, 212-883-1770 new facility to continue the excess quake coverage program
Bridge House, 181 Queen Victorta St, London ment workshop in Boston, sponsored by the ELF's liquidation will allow underwriters to review the adequacy
EC4V 4DD, 01-236-2175 Health Research Institute, $495 Also Oct. 8-9 OCT 14-15 Emerging Technology-The Im-

in Boston, Nov. 12-13 in New York, and Dec pact on Product Safety, Insurance and Critl- of the facility's one-time premiums and adjust them if necessary for
OCT 5-7 Employee Benefits Concepts, 10-11 in Chicago Health Research Institute, cal Business Decisions conference in Starn- a successor facility, Mr Clements said
Planning and Administration course in Den- 1600 S Main Plaza, Suite 170, Walnut Creek, ford, Conn, co-sponsored by the National He added that the one-time, 10-year premium is expected to be
ver, sponsored by the Risk & Insurance Manage- Calif 94596, 415-676-2320 Safety Council and the Engineering & Safety similar to-or less than-the cost of earthquake coverage written byment Society Inc, $540 for RIMS members, $640 Service of the American Insurance Services

commercial insurers if the coverage were available over a 10-year[or non-members Fran Jordan, Risk & Insur- OCT 8-9 Advanced Trial Techniques in Group Inc , $300 for members, $400 for non-
ance Management Society Inc, 205 E 42nd St, Medical Matt,ractice Cases seminar in San members Edward S Charkey, American Insur- period, though he would not say what an average premium might
New York, N Y 10017, 212-286-9292 Francisco, sponsored by the Practising Law In- ance Services Group Inc , 85 John St , New be.

stitute, $390 Practising Law Institute, Depart- York, N Y 10038, 212-669-0400 Premium quotations have been issued to corporations with in-OCT 6. Quality Assurance & Utilization ment 8A-105, 810 Seventh Ave, New York, N Y
Managenient Partners an Managed Care se- 10019, 212-765-5700, extension 271 OCT 14-16 New Age Retirement Planning sured values ranging from $213 million to $13 billion, he said
minar m Monterey, Calif, sponsored by the workshop m New Orleans, sponsored by Retire- ELF will earn one-tenth of the 10-year premium each year
Amencan Medical Care & Review Assn 's Medi- OCT 9 Offshore Captive Formation semnar ment Advisors, $495, $395 if registration IS Morgan also is offering a premium financing program allowing
cal Issues Section, $250 for AN[CRA members, in Dallas, co-sponsored by Rossiter Blumentnit made three weeks in advance Also Nov 11-13

policyholders to borrow funds to pay for the coverage at a guaran-$350 for non-members Amencan Medical Care Consultants and Cayman Business Services, in New York Retirement Advisors, 919 Third
& Review Assn , 5410 Grosvenor Lane, Suite $50, $65 at the door Rossiter Blumentntt Con- Ave, New York,NY 10022, 212-421-2400 teed rate, Mr Clements said
210, Bethesda, Md 20814, 301-493-9552 sultants, P O Box 12844, Austin, Texas 78711, ELF will be managed by Marsh & McLennan (Barbados) Ltd,

512-472-7659 OCT 14-16 Fundamentals of Property and
OCT. 6-7 Product Safety and Liability Pre- though Jack W Cates, former president and chief executive officerCasualty Reinsurance Agreements confer-
vention The Role of Warnings course in OCT 9. Current Trends m the Legal En- ence m New York, sponsored by Executive En- of Industrial Risk Insurers, will act as ELF's Bermuda-based under-
Madison, Wis, sponsored by the College of En- vironment of Workers Compensation se- ten)nses Inc, $975, $875 for additional regls- writing consultant, according to Mr Clements
glneenng at the University of Wisconsin-Madi- minar in New York, sponsored by the National trants from same organization Also Nov M&M will receive an annual fee for managing ELF, while Morgan
son, $695, $645 less coursebook Englneenng Council on Compensation Insurance, $165 for 11-13 in Los Angeles Executive Enterprises

will receive a fee based on initial capital and premiums raised forRegistration, The Wisconsin Center, 702 Lang- NCCI members, $205 for non-members Mary Inc, 22 W 2 lst St, New York, N Y 10010-
don St, Madison, Wis 53706, 800-262-6243, Ellen Robinson, National Council on Compensa- 6904, 800-223-0787, 800-831-8333 within New the facility, he said
800-362-3020 within Wisconsin lion Insurance, 1 Penn Plaza, New York, N Y York

10119, 212-560-1066
OCT 6-7 Ergonomics and Job Modification OCT 15 Risk Management and Safely Tech-
course in Long Grove, Ill, sponsored by Na- OCT 11-14 Remembering the Past .Anti- mques for Public Agency Recreation Pro-
tional Loss Control Service Corp, $250 Shan clpating the Future The Society of Char- grams and Facilities seminar m Anaheim,
Falkenburg, National Loss Control Service Or- tered Property & Casualty Underwriters' Calif, sponsored by Risk Management Se-
ganization, K-3, Long Grove, Ill 60049-0075, 43rd Annual Meeting and Seminars m San minars, $150 in advance, $175 at the door Also
800-323-9585, 312-540-2331 withm Ilhnots Antonio, Texas, $325 for Society of CPCU mem- Oct 29 in Pleasanton, Calif, Nov 18 in Sacra-

berz, $170 for spouses/guests Society of CPCU, mento, Calif, Nov. 19 in Fresno, Calif Risk
OCT 6-7 Personnel Law Update 1987 se- Kahler Hall, Providence Road, CB#9, Malvern, Management Seminars,PO Box 1601, Sonoma, COODers 1987
minar in Boston, sponsored by the Council of Pa 19355-0709 Calif 95476-1601, 415-943-1405

Education in Management, $495, $475 each for &Lybrandtwo or more from the same organization Also OCT 11-14 Risk Management Forum Asso- The Datebook as compiled from not:ces sent to Insurance Industry
Oct 7-8 m Denver, Oct 13-14 In Philadelphia, ciation Europeean des Assures de l'Indus- Business Insurance Notices should be sent at
Oct. 14-15 in Chicago, Oct. 20-21 in Los An- trie and the Risk & Insurance Management teast eight weeks m advance to Datebook, Bus:- Seminar
geles, Oct. 27-28 in Seattle, Nov 4-5 m Detroit, Society Inc International Conference in ness Insurance, 740 N Rush St, Chicago, m

Momstown, NJ, Honolulu, Nov 10-11 in San Monte Carlo, 2,300 French francs (approxi- 60611-2590 Please mclude the pnce, d any, of
Diego, Nov 17-18 m San Jose, Callf, Minneapo- mately $381) for university members or stu- the meeting and Information on registration for "The View From The Top"
Its, Dec 1-2 m Tampa, Fla, and Dee 8-9 m dents, 4,600 French francs (approximately $761) interested readers Business Ins,trance reserves
Phoenix, Anz Karen Nelson, Council on Educa- for members of a rlsk management department, the nght to select meetings of mostinterest to its
lion in Management, 321 Lennon Lane, Walnut 6,300 French francs (approximately $1,043) for readers and cannot guarantee that notices mil Coopers & Lybrands 1987 insurance industry semmar will explore
Creek, Calif 94598, 415-934-8333 insurers, brokers, adjusters and other profess- be pnnted the challenges facing the insurance industry and examine the plans
OCT 7 Health Improvement/Wellness companies are making to deal with them
workshop m Boston, sponsored by the Health
Research Institute, $250 Also Oct 28 in San
Francisco, Nov 11 in New York, and Dec 9 in

Chicago Health Research Institute, 1600 S
Main Plaza, Suite 170, Walnut Creek, Calif TRUCKING
94596,415-676-2320 Is hicking Your Liability? Keynote Speakers:
OCT 7 Agency Captives seminar in Austin,

rexas, co-sponsored by Rossiter Blumentntt Ca]11-(800) 521-5059
Consultants and Cayman Business Services, New York - October 20 Maurice R Greenberg
$50, $65 at the door Rossiter Blumentritt Con-
sultants, PO Box 12844, Austin, Texas 78711,

RILEY & FLEMING CEO, American International Group, Inc
512-472-7659

LIABILITY Adjusters Ltd. Chicago - October 21. Daniel J MacNamara
OCT 7 Advanced "Post Graduate" Cost

Management workshop in Boston, sponsored bcking Specialists President, Insurance Services Office
by the Health Research Institute, $250 Also
Oct 28 in San Francisco, Nov 11 in New York, San Francisco - October 23: William M McCormick
and Dee 9 m Chicago Health Research Insti
tute, 1600 S Main Plaza, Suite 170, Walnut
Creek, Calif 94596, 415-676-2320 We're The Logical Claims Alternative President, Firemaris Fund Corp

OCT 7-8. Fourth Annual Banks and Insur- for Self-Insured hicking Companies Panel Discussions will feature C&L Insurance industry leaders
ance Conference in New York, sponsored by and prominent insurance executives.
Executive Enterprises Inc , $875, $775 for addi- and Insumrs.
tional registrants from same organization Exec- • implications of tax reform
utive Enterprises Inc , 22 W 2lst St , New York,
NY 10010-6904,800-223-0787,800-831-8333 Comprehensive Services • AIDS and the Insurance industry
within New York

• Reinsurance concerns
OCT 7-9 American Medical Care & Review

· 24 HOUR EMERGENCY • PHYSICAL DAMAGE
Assn's 16th Annual Conference and House Results of a specially commissioned Louis Harris survey of
of Delegates in Monterey, Calif, $575 for SERVICES - CALL TOLL APPRAISALS

AMCRA members, $675 for non-members, $175 FREE • WORKERS' insurance leaders will be presented.
lor spouses/guests American Medical Care &
Review Assn , 5410 Grosvenor Lane, Suite 210, •CLAIMS INVESTIGATIONS COMPENSATION

Bethesda, Md 20814, 301-493-9552 • SPILL CLEAN-UP • GENERAL LIABILITY Registration fee: $100

OCT 7-9 Recognition of Accident Potential
SERVICES • SIR AUDITING

In the Workplace Due to Human Factors · ACCIDENT • SPECIAL SERVICES For attendance information, call Jeanne Safter, Coopers & Lybrand
course m Lks Angeles, sponsored by the Insti- RECONSTRUCTION (212) 536-2210
Lute of Safety & Systems Management at the
University of Southern Califorma, $435 Insti-

Lute of Safety & Systems Management, USC, MlblIER FAX (215) 891-0957
Office of Extension and In-Service Programs, 11 Coogers
3500 S Figueroa St, Suite 202, LAs Angeles, 9 P.O. BOX 999, MEDIA, PA 19063 USA
Calif 90007,213-743-6523

Serving the bucking Industry for over a quarter of a Century
Ic&ul &Lybrand

OCT 7-10 Ninth Annual Meeting of the
American Society for Healthcare Risk Man-
agement of the American Hospital Assn. m *PA*NJ*DE*MD*FL
New Orleans, $400 for ASHRM members and



NYIE syndicates Another syndicate managed by 3111 have confirmed they definitely L_quidation petitions are pend- business, since they-like all ex-
North Atlantic Treaty, Kansa- #111 withdraw from the exchange, ing against three others Burt Syn- change syndicates-include theiI

Continued from page 1 Brougher Syndicate Inc, has not syndicate officials say dic:te Inc, First New York Syndi- $500,000 deposits as part of their
Under exchange rules, syndi- filed a notice of intent to with- Exchange sources say that two cat€ Corp and Realex Group N V surplus, the suits claim

cates considering withdrawal in draw, she added other syndicates also filed notices In addition, the exchange recentl> The petitions ask for an inlunc-
1988 had to file notices of their in- Home Re Syndicate, however of intent, though officials of these asked the New York Insurance De- tion barring the exchange and the
tent by Sept 1 Such notices may will definitely withdraw from the syndicates could not be reached to parlment to petition for the liqui- security fund from using the three
be provisional, and syndicates fil- exchange, according to James M confirm the notices dation of KCC New York Syndi- syndicates' contributions to the de-
ing them may later decide to re- Meenaghan, president of The Home Syndicate observers express the cate Corp, Pine Top Syndicate Inc posit fund and the surcharge fund
main on the exchange Insurance Co iope that a few of the syndieates and U S Risk Inc However, in court papers filed

By Oct 1, syndicates definitely "It has not proven to be a really filing notices may ultimately de- An eighth syndicate, Candor last Tuesday, Mr Foley asserted
planning to withdraw must have worthwhile activity for us," Mr eide to stay on the exchange Syndicate NV, has obtained ar that the security fund board had
ceased underwriting and notified Meenaghan said "We have a very Meanwhile, Brougher Syndicate inlunction against liquidation pro- acted within its authority under
other exchange members fine reinsurance company in (U S and Wall Street Investors filed ceedings the exchange constitution

Brougher and Wall Street Inves- International Re Inc ) to condLet their lawsuit against the secirity Brougher, Wall Street Investors The constitution provides that il
tors last week had not yet decided our reinsurance activities, and Eund and the exchange Sept. 18, and Senate note in their lawsuits the board "determines that the
whether they will follow through there really is not much advantage while Senate Syndicate filed ltS that the deposits were drawn dowr surcharge fund is, or is likely to be,
on the notices of intent and ac- to be gained by being there " suit Sept 21 despite the fact that the securit> insufficient to satisfy the obliga-
tually withdraw, according to Home Re Syndicate was NYIE's All three syndicates have ob- fund has not yet incurred any lia- tions of the Security fund," it will
Betsy Brougher-Ayers, president of fifth-largest based on 1986 gross .ained temporary restrainir g bili:les, since the New York su- notify the exchange or banks hold-
North Atlantic Treaty Managers premiums of nearly $13 million orders blocking drawdown of their permtendent has not yet certified ing syndicates' deposits to transfer
Inc, which acts as Brougher Syn- Five other syndicates had earlier security fund contributions pend- any of the insolvent syndicates the deposits to the security fund
dicate's manager and provides confirmed filing notices of intent ng a decision on the petitions, a 2- obligations as unpaid The board lS empowered to re-
some management services to Wall to withdraw The 1792 Co, peren- eording to Elliott M Kroll, a part- The deposits also were drawn quire transfer of as much of the de-
Street Investors nially the exchange's largest syn- ner with the New York firm of down before exhaustion of the sur- poslts "as lt deems necessary or

Brougher Syndicate was the ex- dicate, Allianz Syndicate Inc, the Kroll & Tract, representing the charge fund the petitions note appropriate to reasonably assure
change's 10th-largest based on exchange's ninth-largest in 1986,three syndicates A- a Sept 8 meeting of under- that the security fund will be able
1986 gross premium volume of $9 6 Fremont Syndicate Inc, Gamma Citing several sections of the ex- wri-ing members, security fund to meet its obligations "
million Wall Street Investors is Re Syndicate Inc , and Golden Hill change constitution, the two peti- directors said that the drawdown After review of the draft Til-

currently running off its business, Syndicate Inc (BI, Sept 21 ) tions charge the security fund and was based on the results of the Til- linghast report, the security fund
Ms Brougher-Ayers said Of these, Fremont and Golden the exchange did not follow proper linghast report, but "refused tc board concluded that the sur-

procedures in the drawdown identify the purportedly insolvent charge fund would be Inadequate
Among other things, the consti- underwriting members or to pro- and that the all of the deposits

tution provides that the securisy vid€ documentary proof of their in- should be drawn down, Mr Foley

Insurance services guide fund will cover "unpaid con:ra> solvency," the suits say said in an affidavit

tual obligations" of insolvent un- Security fund directors also said The Tillinghast report found
derwriting members, the petitions at t ie meeting that they intend tc "the liabilities of six of the eight
point out use tne surcharge and deposit insolvent underwriting members

Unpaid obligations are defined funds to buy reinsurance for the less their assets exceeded the com-

CASUALTY ACTUARIES, INC. TOXIC CHEMICALS as those that the New York insur- runoff of the insolvent syndicates bined sureharge fund and deposit
Robert F Lowe FCAS,MAAA,FCA HAZARD IDENTIFICATION ance superintendent certifies as liabilities "from a foreign, non-ad- fund by a ratio of at least 3-to-1
• Loss Reserve and Rate Evaluations for ENVIRONMENTAL IMPACT unpaid after the application of the mitted underwriter or un- with room for possible deteriora-
Insurance Companies and Self-Insureds INVESTIGATION AND EXPERT TESTIMONY insolvent syndicate's capital ar d derwriters with no office and place tion," the affidavit says
· Statutory letters of opinion on loss and HAROLD I. ZELIGER, PhD. surplus and other assets, mcluding of bumness m (the) United States,' The exchange Constitution in-
loss expense reserves CHEMICAL & ENVIRONMENTAL SERVICES

12115 Lackland Road, Suite 370 its initial $500,000 security fur:d the suits allege cludes no provision allowing syn-
18 Spring Hill Terrace

St Louis, Missouri 63146-4012 Spring Valley, NY 10977 deposit The constitution also pro- The exchange 15 currently work- dicates to recover any part of their
(314) 878-5002 (914) 356-9448 vides that claims against the secu- mgm a bailout plan for the ms01- contributions to the surcharge

rity fund will be paid first from the venl syndicates that would involve fund, Mr Foley's affidavit adds
1 surcharge fund and then, to the ex- conso-idation of their assets and Mr Foley denied in the affidavit

WORKERS' U se the I ns u ran ce tent necessary, from the deposit liabilities into a single runoff syn- that he or another security fund
COMPENSATION iund dicate known as Syndicate 100 (BI director present at the Sept 8

Services Guide to The security fund board in- Aug 31) meeting ever said that they in-
CLAIMS

reach your best
formed members Sept 3 that lt Although the security fund tended to use security fund assets

SYSTEM would draw down the syndicates' drawdown was unrelated to the to buy reinsurance from a non-ad-
S500,000 deposits after determin- Synd.cate 100 plan, exchange mitted reinsurerFOR IBM PC AT prospects.
ing-on the basis of the actual'ial sources have said that security When Mr Kroll asked at th€

IDEAL FOR SELF INSUREDS, INSURANCE report by the Tillinghast Div.sic,n fund money could be used to sup- meeting for the names of the insol-
of Towers, Perrin, Forster & port the planCs, AND TPAs SINGLE AND MULAUSER vent syndicates, it was pointed out

VERSIONS AVAILABLE HANDLES UP TO
Crosby Inc -that the surcharge

PTS Comp-Pac
The three syndicates claim they that they had been identified in the

iund would not be adequate to woulc be 1rreparably harmed if Aug 31 issue of Buszness Insur-
100,000 ON LINE CLAIMS Workers' Compensation cover the net liabilities of the ex- their funds are allowed to be paid ance, according to the affidavit

INSTALLATIONS COASTTO COAST Claims Software change's insolvent syndicates to n Jn-admitted reinsurers, adding Peter Bickford, former exchange
ALL FUNCTIONS AND STATE FORMS Of eight: syndicates declared in- that they could not recover dam- vp and general counsel, then read

Full Function Yet Flexible
solvent by the exchange's board of ages from the exchange or NYIE the names aloud, the affidavit

INSURANCE SOFTWARE Single or Multi-User governors since last summer, only Security Fund Inc, since both are says
one-Heartland Group Inc -has not-for-profit corporations In papers filed with the affidavit

PACKAGES, INC. Pacific Technical Services
been ordered liquidated by a New The drawdown also would hurt the security fund seeks court

2950 Merced St., Suite 101 York court
5118 NORTH 56m STREET the three syndicates' ability to do orders dismissing the three syndi-

San Leandro, CA 94577 cates' petitions
TAMPA FLORIDA 33610 (415) 351-9095 Meanwhile, the exchange has in-

(813) 621-6069 (FL)
Easy-Link 5101008113 formally asked the syndicates tc

(800) 237-8133 (U.S.) drop the exchange as a respondent

1

in the petitions, in part because the
security fund board and not the

TEMPORARY CLAIMS ADJUSTING SERVICES - exchange board decided on the

Servicing Claims Nationwide In.
drawdown and because the ex-

change has no control over security
fund assets, according to A Wil-

Workers' Compensation liam Urquhart, exchange vp and
Longshore and Harbor Workers' Act general counsel
Property/Casualty He added that if the exchange 15C Inside and Field Adjusters STRENGTH EN YOUR not removed as a respondent, it
Claim Net ts not an employment agency, so there Is NO FEE also will file papers to dismiss the
FOR PERMANENT HIRING POSITION petitions

Separately, exchange syndicatesClaim Net 4330 Barranca Pkwy., Suite 220, Irvine, CA 92714 - -= reported total gross written pre-
(800) 55 -CLAIM (IN CA) • (800) 99 CLAIM (OUTSIDE CA) miums of $106 8 million for the

You can count on With offices nation- first half of 1987, down 235% from
1 Structured Financial $1396 million in the first half 01

8025 North Point Blvd, Suite 215E Associates' expert- ment specialist can 1986

ence m creative set- be with you at your However, the syndicates re-

1
GROUP Winston-Salem, North Carolina 27106

tlements as a unique next settlement con-

resource for your use ference. or as closeEmployee Benefit & Actuanal Consultants

wide, an SFA settle-

ported net income of $37 million,
compared with a loss of $84 mil-

in personal injury as your phone. to lion for the year-earlier periodBENEFITS-RELATED PRODUCTS AND SERVICES claims. Our back- respond immediately
· TEXTBOOKS by Carlton Marker, FSA,CLU,EA grounds in insurance, to your concerns,

The aggregate combined ratio foI
"Cost Containment of Health Care Benefits'

$30 law, economicS, claims, and finan- keeping negqtiatmns moving the first six months of 1987 was
"Self-Funding of Welfare Benefits" 116 7%, compared with 124 1% for$15 Cial planning, combined wkhou' - toward successful completion.
"Partial Termination of Pension Plans"

$15 unwavering commitment 10 Ber- SPA - Strengthening your position all of 1986
· SELF FUNDED PLAN DOCUMENT

$100
All benefit elections in benelit schedule, vice, have proven instrumental In C,U today for your FREE Experience was better for the
provides for contnbutions varying by age and area, successful settlements. SFAs

S•f#•mon# Remince Manual. exchange's active syndicates,
permits self-funded substandard surcharges. advantages extend not only to - - which accounted for 80% of first-
IRC&125 Plan Included as a built-in benefit Injured persons. but to yo aswell. 1-800-638-5890

half gross premiums and which re-Antictpates discriminatory benefits to extent permitted by 1986 Tax Reform Act Insurers, selfinsureds, and attorneys
Approved or accepted by most excess loss carners and underwnters ported net income of $66 million

repeatedly count on us to strengthen
Charges do not include $1 50 for postage/handling STRUCTURED and a combined ratio of 102.29

their positions in difficult claims.
FINANCIAL for the first six months

and that is why SFA was the fastest
growing structured settlement firm- ASSOCIATES, INC.' Aggregate policyholders surplus

For advertising information in the INSURANCE SERVICES GUIDE in the industry last year OFFICES NATIONWIDE for all exchange syndicates totaled
Contact: Margaret Hikido, 740 Rush Street, Chicago, litinots 60611. $2447 million at June 30, down

Telephone (312) 649-5340 slightly from $246 2 million at
March 31 .



Maine officials search Update

Asbestosis trigger decidedfor comp crisis solution Continued from page 2
The Sept 16 opinion involved a dispute between Cincinnati-

based manufacturer Eagle-Picher Industries Inc and American
By MEG FLETCHER There is really no financial incentive for employers Motorists Insurance Co, a unit of Long Grove, Ill -based Kemper

to practice loss control to cut workers compensation Group, over when an asbestos-related disease lS manifested for
purposes of triggering coverageAUGUSTA, Maine-Maine officials are grappling costs, Mr Johnston said

with how to keep the state's workers compensation Employers are not hurt by poor loss experience be- This latest ruling expands on the 1st Circuit's ruling in 1982 that
market operating in the wake of announcements from cause rates in the assigned risk plan are capped And, manifestation takes place when the disease 15 "reasonably capable

of diagnosis" (BI, July 12, 1982)dinsurers writing nearly 60% of the market that they employers with good loss experience do not get a rateplan to withdraw from the state reduction, because insurers feel they are not being al- Following the 1982 decision, Eagle-Picher and AMICO were un-
able to resolve how to apply the rulingBut there is no easy way to resolve what a spokes- lowed to charge enough to begin with Eagle-Picher filed a motion in the U S District Court in 1983,man for Gov John R McKernan Jr describes as "ob- Employers with good loss histories that are forced

viously serious problems" in the state's workers com- into the assigned risk plan because of a lack of market asking it to rule that asbestos-related diseases were manifested six
pensation market, observers say may find that their insurance costs climb 600% to years prior to diagnosis, while AMICO argued that manifestation

should be determined ona case-by-case basisLast week, Maine Insurance Superintendent Joseph 800%, the employer coalition's Mr Johnston said In 1986, aUS District Court Judge in Boston agreed with Eagle-A Edwards approved Aetna Casualty & Surety Co 's The situation in Maine is "dismal," an Aetna spokes-
plans to withdraw beginning Dec 31, bringing to 11 man said Picher's interpretation of the manifestation standard AMICO ap-

pealed this ruling to the 1st Circuitthe number of insurers or insurer groups that will "It lS deteriorating as each moment ticks on," the
stop accepting workers compensation risks through NCCI's Mr Burton said "We count this as a win," said Eagle-Picher General Counsel
the state's workers compensation assigned risk plan Insurers, which have complained that rates were in- James Ralston, though he noted the company did not get every-
at year-end because of inadequate rates (BI, Sept adequate in recent years, say that they are about thing, including the amount of interest, it wanted
21) "We reviewed the opinion and are presently considering our op-290% below what they should be

Those 11 insurers represent about 27% of the Maine Insurers' losses, expenses and dividends exceeded tions," an attorney for AMICO said last week
AMICO wrote a total of $15 million in coverage under three $5market, according to figures released by the insurers direct premiums by 1189% in1986, according toand the Insurance Department million policies as a first-layer excess liability insurer for Eagle-NCCI's Mr Borba

In addition, Mr Edwards lS still considering re- Picher between June 1, 1973, and Oct 10, 1975Insurers' losses, expenses and dividends exceeded Eagle-Picher currently faces about 55,000 asbestos claims andguests by three affiliates of Boston-based Liberty Mu- premiums by 57 98% between 1976 and 1985, Mr
tual Insurance Cos, which write about 32% of the Borba said has approximately $150 million to $160 million in insurance cov-
state s workers compensation risks, to pull out of "We believe that the Maine workers compensation erage remaining, Mr Ralston said
the market

system is economically unsound," said a statement by
In addition, three more of the 100 remaining insurers Raymond W Stahl, senior vp of Travelers Corp Railroads face $12 billion suit

have scheduled appointments with Mr Edwards, pos- For example, over the past three years, Travelers NEW ORLEANS-Three class-action lawsuits seeking more thansibly to announce their intentions to withdraw, he says its total losses in the Maine work comp marketsaid $12 billion in compensatory and punitive damages have been filedwere $10 million greater than its earned premiums
Insurers contend that workers compensation insur- against several railroads and other defendants by the residents of"It pays out much more than lt allows to be taken

ance in Maine is highly unprofitable becausp of inade- in " Gentilly, La, forced to evacuate their homes following a railroad
tank chemical fire

quate rates and substantial losses from employers in "The Maine system pays first-class benefits at A $12 billion class-action suit-seeking $2 billion in compen-the state's assigned risk plan, through which most fourth-class prices," Mr Stahl said
Maine employers buy satory and $10 billion in punitive damages-was filed Sept 9-the"It is virtually impos-their insurance Mr Ed- day of the fire Two additional class-action suits, seeking $100 mil-
wards held a hearing sible to operate without lion and $5 million, were filed several days later'We believe that the Maine workers any expectation of prof-last week on rate ade- The suits name Jacksonville, Fla -based CSX Transportation Inc,itability," he saidquacy but made no de- compensation system is economically Norfolk, Va -based Norfolk Southern Corp and affiliates Southern
cision

Contributing to the Railway Co and The Alabama Great Southern Railroad, and Chi-
The assigned risk unsound,' says Travelers' Mr. Stahl. 'The insurers' ire is a 1985 cago-based Illinois Central Gulf Railroad Co

law that decreased rates

plan is critical to Maine system pays first-class benefits at 8% that year and froze Also named are tank car owner GATX Corp of Chicago and two
Maine's workers com- GATX subsidiaries, the New Orleans Terminal Co, New York dis-
pensation market be- fourth-class prices.' rates in 1986

tributor Mitsui & Co USA Inc, and the city of New OrleansThe law allowed the
cause no insurer has CSX is self-insured for up to $25 million, a company spokesmaninsurers to increase
written voluntary poli- said But the spokesman would not comment on whether the Jack-

rates up to 10% in both
cies since June, Mr Edwards said If the voluntary 1987 and 1988 sonville, Fla -based railroad was still a participant in Railroad
workers comp market does not return, all employers in However, a spokesman for Aetna-which says it lost Assn Insurance Ltd, which writes excess liability insurance for

railroads Bermuda-based RAIL provides participants $50 millionthe state will be in the assigned risk plan by June 1, more than $38 million on Maine workers comp bum-
1988, he said excess of $50 million liability coverage for third-party liability,ness, excluding investment income, in the past five evacuation, sudden and accidental pollution and liability under theIn 1986, insurers participating in the assigned risk years-said "the straw that broke the camel's back" Federal Employers Liability Act CSX was a RAIL participant inplan wrote coverage for 80% to 90% of all employers was a May Kennebec County Superior Court decision November 1986 (BI, Nov 3, 1986)in the state, but those employers paid only 464% of all That ruling said that as long as insurers could leave
workers comp premiums, according to Philip Borba, the state, they could not claim the state was con- An ICG spokesman would not comment on the railroad's insur-

ance programassistant vp of the National Council on Compensation fiscating their property without due process by con- A Norfolk Southern spokesman was unavailable for commentInsurance The insurers must accept risks from the trolling rates legislatively and forcing them to write The $12 billion suit alleges that after the fire erupted in a 30,000-plan in proportion to their share of the voluntary assigned risk plan business without an adequate ratemarket of return gallon tank car of butadiene, the chemical leaked into nearby
sewers and spread toxic fumes throughout the neighborhood, fore-"It has just hit home that insurance companies are Liberty Mutual and the NCCI, which were the plain- ing the local residents to evacuatemoving out," said a spokesman for Senate Majority tiffs in the case, are appealing it to the state Supreme The National Transportation Safety Board lS conducting an in-Leader Nancy Randall Clark "There is a movement to Judicial Court

do something now to prevent that " vestigation into the incident, but no cause has yet been determined,The court case prompted several insurers to file their said an NTSB spokesmanHowever, Peter Burton, director of government af- withdrawal plans, most of which the Insurance De- There were no serious injuries or deaths reported, the NTSB spo-fairs in New England for the NCCI, said "The Legisla- partment accepted kesnnan said
ture is as polarized on the 1SSUe today as they have However, the requests by two Liberty Mutual affili-
been over the past few years You don't see any coming ates-Liberty Mutual Fire Insurance Co and Liberty
together of their minds " Mutual Insurance Co -were rejected on Aug 28 pri- Suit against clergy ruled valid

Despite the crisis situation, business leaders are still marily because the affiliated insurers-the largest LOS ANGELES-The California Court of Appeals for the 2ndseeking reforms to lower workers compensation rates, workers comp market in the state-wanted to cancel District has ruled that a suit alleging that church pastors werewhile labor spokesmen refuse to accept any reduction policies and because its departure would significantly
in benefits, Mr Burton said negligent in their counseling of a man who committed suicide isdisrupt the marketplace valid

The governor and most state legislators consider the "We are being penalized with this 'disruption of the In the suit, Nally us Grace Community Church of Sun Valley,only other alternative--establishment of a state fund- market' argument because we have been taking more
a last resort, according to spokesmen for the governor business and more losses than anyone else in the sys- Calif, Walter J and Maria Nally blame the pastors of a fundamen-

talist church for not insisting that their son, 24-year old Kennethand leaders of the Democratic-controlled Legislature tem," said Liberty Mutual attorney Tom Driscoll Nally, seek psychiatric help when he revealed he Intended to-A monopolistic state fund is not a long-term solu- Liberty Mutual units have lost $130 million after commit suicide, according to the appellate court decision Thetion," said Edward Johnston, chairman of The Work- investment income on Maine work comp business since Nallys originally filed suit in 1980ers' Compensation Reform Committee, a broad-based 1981, the company says
A lower court dismissed the case, but that dismissal was lateremployer coalition A competitive state fund is not In addition, the Liberty Mutual companies contend reversed The case went to trial in the California Superior Court infeasible if there is no voluntary market with which to that market disruption should not be considered a fae-

compete, he added 1985, but the court ruled the suit invalid
tor in approving a withdrawal plan, Mr Driscoll said The case now will be tried to determine whether the pastors wereGov McKernan is reviewing his options and does not At a department hearing last week, Liberty Mutual negligent in counseling the younger Mr Nally, according to Ed-intend to discuss workers comp during a special Legis- protested Mr Edwards' rejection of two subsidiary in- ward Barker of Los Angeles, the attorney for the parents Mrlative session called for Oct 9, the governor's spokes- surers' plans to leave the assigned risk plan marketman said Barker said the trial will begin sometime within the next yearearlier this month

However, the insurers' announced withdrawals The subsidiaries are still participating in the state's Damages have not yet been set "As in any wrongful death case,
we will argue damages to the Jury," he explainedcould force the governor's hand sometime before the assigned risk plan after a court order stymied their

Legislature reconvenes in January, he said efforts to cancel work comp policies written through
"I think everyone believes that it (a special ses- the assigned risk plan Briefly noted

mon) will happen," said Joseph DiGiovanni Jr, vp of However, the subsidiaries last week canceled all po- The West Virginia Insurance Department has filed a petition tothe New England region for the American Insurance licies they wrote in the voluntary market Those poli-
Assn liquidate Quality Insurance Co. of Fairmont, W Va, saying thatcyholders that were unable to obtain insurance from the insurer was insolvent by $15 1 million as of June 30 QualityMr Edwards lS developing legislative proposals to other underwriters or did not self-insure were put into entered voluntary rehabilitation in January The Environmen-help cope with the situation, Mr DiGiovanni said the state's assigned risk plan the next day, Mr Ed-

Mr Edwards declined to comment on his specific wards said tal Protection Agency said last week that very low levels of dioxin,
proposals However, he said one option is to lower Meanwhile, Liberty Insurance Corp, another affili- a chemical linked to cancer, have been found in some paper prod-

ucts But the EPA says there is no current evidence that the con-costs by reducing benefits, the number of persons who ate writing Maine workers comp insurance, filed a centration of the chemical poses a health risk The agency willqualify for benefits, the duration of benefits, adminis- plan to withdraw from the state after its assigned risk study the matter furthertration costs, insurer inefficiency and losses policies expire
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nnost 25% of all property/casualty companies panies
Special to Business Insurance y 483

are in potentially hazardous financial condi- Excluding the extremes and with data : 480

SOME TIME AGO, we discussed the 5lst tion, based on the NAIC's Insurance Regul- from only 10 of the 15 companies we at- 4 475 »V
state, the state of Insolvency Much has atory Information System Under this sys- tempted to contact, the average assessment 7 470 /

ioccurred over the past few years, and we tem the NAIC develops 11 financial ratios was up about 32% from a year earlier The  4(5, G

thought an update would be appropriate When four of an insurer's scores fall outside assessments themselves ranged from just less ar
tco

Since the inception of property/casualty a specific range, the company is targeted by than $1 million to almost $8 million 1 455 1;
insurance guaranty fund assessments in IRIS as one that faces financial problems We have been arguing that more attention * iso
1969, a little more than $1 4 billion in insol- Our guess is that several of the newer in- must be paid to insurer's balance sheets 11 23' 2 @ /#2 24?844 # 4'U'U411 j
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the pre-assessment funds Casualty and Midland Insurance Co -could rity The Tax Reform Act of 1986 is not kind Insuranceindustry stocks posted another slight
in New York and New ler- 1 result in another $1 2 billion in guaranty to companies that underwrite at a loss decline this week as the Business insurance

sey On a net basis, after fund assessments over the next few years In any event, many insurers with an un- stock index dropped 1.5 points to 492.8 on
refunds, the figure stands Thus, the property/casualty insurance indus- derwriting loss will find that between the re- Sept 24 from 494.3 on Sept. 17. Advancing
at a little more than $1 2 try's balance sheet is not as healthy as some covery of the unearned premium reserve and issues were led by: Aneco Reinsurance Co.
billion It should be noted people believe It remains to be seen if the the discounting of loss reserves, they will be Ltd., up 77%; Liberty Corp., up 5.9%; Farmers
that more than half of the guaranty funds can withstand the onslaught in a taxable position and, hence, a tax pay- Group Inc., up 5.6%; Washington National
assessments have been Guaranty fund assfssments are an addi- ment will be due Net operating loss and Corp., up 3.7°6, and General Re Corp., up 3.5%.
made of insurance corn- tional financial burden that property/ca- "Fresh Start" adjustments will not last for- Declining issues were led by: Provident Life &
panies that were declared Mr. Plcoult sualty insurers have to bear Some states ever Accident Insurance Co., down 8.9%; Trenwick

insolvent in the past three allow insurers to recover assessments made Group Inc., down 6.9%; Hartford Steam Boiler

years by the guaranty funds through rate hikes USLIFE Corp. Inspection & Insurance Co., down 6.7%; Dur-
Since 1969, 142 companies have been de- Competitive pressures may preclude some ham Corp., down 6.0%; and Frank B. Hall & Co.

clared insolvent There does not appear to be companies from seekmg the recovery on a USLIFE Corp of New York announced Inc., down 5.0%. Issues showing the most activ-
any pattern with respect to company size, timely basis Other states allow insurers to that it has filed a registration statement with Ity during the period were: USF&G Corp., with
amount of premiums written, lines wntten reduce the cost of the assessments by offset- the Securities and Exchange Commission for 5.5 million shares traded; Sears Roebuck &
or jurisdiction Sixty-two property/casualty ting the assessments against premium taxes, $100 million of notes due 1997 with warrants Co, with 3.1 million shares traded; and ITT
insurer insolvencies have occurred since usually over a five-year period to purchase common stock Corp., with 2.3 million shares traded. The Busi-
1983, with about half centered in New York, The point of the above lS that there is an Chairman, President and CEO Gordon E ness insurance index, dropping 0.3% for the
Pennsylvania, California, Texas, Florida and additional cash-flow burden that the indus- Crosby Jr said, "The prospective sale of week, tralled the performance of the major mar-
Illinois This mirrors the concentration of in- try will have to bear over the next few years these units will provide us with funds which ket averages. The Standard & Poors 500
surance companies in these states if we are correct in our assumptions about may be used to repay short-term bank debt posted a 1.5% increase, up 4.8 points; the Dow

Another sobering fact is that five com- another $1 2 billion being assessed ]ust from and for other corporate purposes " Jones 30 Industrials saw a 1.5% increase, up
panies that became insolvent since 1978 have known solvencies This will occur at the USLIFE Corp 's common stock was trad- 38.5 points; and the New York Stock Exchange
accounted for more than one-third of the net same time that a material change in insurer ing at $38 25 a share on Sept 24 composite was up 1.3%, with a 2.4-point in-

assessments Camers Insurance Co, Signal taxation is occurnng For the first time in a Additionally, USLIFE has notified holders crease.
Insurance Co /Imperial Insurance Co, Re- long time, property/casualty insurers are of its 12% notes due Oct 15,1989, that it will I
serve Insurance Co /American Insurance Co , going to be writing real checks redeem the issue, without penalty, on Oct British issues
Transit Casualty Co and Ideal Mutual Insur- All of this is further exacerbated by the 15 1 Week

ance Co slowdown in premium revenue In addition, Sept 23 Pke P/E Ov. Yield High--LON

The Ideal Mutual insolvency has been the there is the ever-looming presence of rein- Zurich Insurance Group Companies pente pence % pencepenee

most costly to date, producing total guaranty surance recoverable write-offs that could CommIUnion 410 152 178 43 412--389

fund assessments of $170 4 million cost the Industry at least $10 billion to $20 Net premiums written by Zurich Insurance Gent Accident 1125 115 383 34 1147-1093

Gdn Royal Exch 1070 13.4 46 5 44 1083-1033There were 16 property/casualty insurer billion, according to some observers Group-U S increased 18 7% for the first six
Royal

insolvencies in 1986 compared with 21 1n We sought to review the midyear guar- months of 1987 to $645 8 million from $543 9
583 99 212 36 589-567

Sun Alliance 1145 126 322 28 1150-1120

1985 Thus far in 1987, seven companies have anty fund assessments of 15 major property/ million
bit the dust casualty insurers Such assessments are not The Schaumburg, Ill -based property/ca- Brokers

Furthermore, the National Assn of Insur- necessarily indicative of the full-year fig- sualty group experienced a first-half net un- CE Heath 510 1&2 345 67 512--504

ures However, we have had a relatively dif- derwriting loss of $2 4 million, an improve- Hogg Robinson 213 11 8 96 45 220-210

ficult time obtaining the Information from ment over a $47 6 million loss for the same JH Mh,et 400 145 129 32 433-400

Myron M Pzcoult ts senzor up and senzor company representatives Given all the noise periodof 1986 Sedg Gm 290 168 164 57 297-284

insurance analyst with Oppenhetmer & Co about enhanced systems capabilities in the Rolf Hueppi, chief operating officer of
Willis Faber 353 136 148 42 368-353

Source Philip Olsen/Alan Clifton, Insurance Industrym New York He ts the past president of the industry, we find it ironic that this informa- Zurich's worldwide operations, announced
Specialists Kitcat & Aitken Stockbrokers,

Assn of Insurance & Financial Analysts and tion was not readily available One would the results, saying "the reduction of the London

a member of the New York Society of think that company chairmen and chief fi- combined ratio from 1986's level of 107 7%
Secunty Analysts nancial officers would like to know the up- to 100 3% is very encouraging " .

Bl industry Stock Report SEPT. 24,1987 9/18/87 THRU 9/24/87

Weekly Year to Date Annual Mkt·Bk Weekly Year to Date Annual Mkt.Bk

Pnce % change % change HIgh Low Vol (000) $ Div % Yield PIE Book value value Pnce % change % change HIgh Low Vol (000) $ Div % Yield P/E Book value value

BROKERS

Durham Com OTC 2750 60 06 3400 27.38 40 0.92 33 180 26.15 105

Alexander & Alexander Svcs NYSE 24.75 48 66 3200 22.38 369 100 40 219 298 831 Farmers Group Inc OTC 46.75 56 206 5100 3875 944 120 26 142 1995 2.34

Baldwin & Lyons Inc OTC 1800 00 182 2700 1725 0 020 11 72 1640 1.10 Fireman s Fund Corp NYSE 3563 03 14 4275 33.50 387 0.40 11 142 2355 151

Corroon & Black Corp NYSE 31.13 04 46 37 25 26.63 133 084 27 145 631 4 93 Fremont Gen Corp OTC 1588 08 15 20.50 14.75 87 0.60 38 142 16.75 0.95

Gallagher Arthur J & Co OTC 2050 35 21 9 31 00 1900 42 040 20 154 4 81 426 Home Group Inc NYSE 1800 07 143 24.88 1750 277 0.20 11 39 1630 110

Hall Frank 8 & Co NYSE 9.50 50 34 5 1900 8.75 235 0.00 00 154 000 N/A Hanover ins Co OTC 34.50 21 87 37.25 29.50 47 0.36 10 79 2091 165

Marsh & Mclennan Cos Inc NYSE 64.75 06 66 7200 5600 688 2.40 37 168 514 1260 Hartford Sleam Boiler OTC 27.75 67 177 3663 2350 130 100 36 115 1017 2.73

Poe & Assoc Inc OTC 10.00 00 167 13.25 10.00 0 000 00 168 0.00 N/A Kansas City lite OTC 30.75 34 194 31.00 25.75 0 0.00 00 115 0.00 N/A

BROKERS AVERAGE 18 137 19 151 Kemper Corp OTC 32.00 16 280 3875 2500 528 0.60 19 102 23.48 136

Libelty Corp S C NYSE 49.50 59 347 5075 36.50 40 0.80 16 192 1996 2.48

CONGLOMERATES & HOLDING COMPANIES Lincoln Nat I Corp NYSE 52.88 29 140 6050 44.38 352 2.16 41 106 4485 118

NAC Re Corp OTC 25.00 10 48 3225 2250 5 0.00 00 321 18.12 1.38

Nobel Ins Ltd OTC 1300 00 200 18.50 10.75 38 0.00 00 321 0.00 N/A

Berkley W R Corp OTC 26.75 29 19 37.00 24.25 374 0.28 10 76 13.72 195
Northwestern Nat I Life OTC 28.13 14 93 32.38 24.00 6t 096 34 79 33.26 0.85

Berkshire Hathaway lic OTC 3800.00 26 34 8 3992.00 2510 00 80 000 00 261 6253 3.95

Ohio Cas Corp OTC 43.25 06 120 49.25 38.50 102 168 39 106 2680 161

CIGNA Corp NYSE 6400 18 164 69.50 55.00 1039 280 44 82 4201 152
Old Rep Ini 1 Corp OTC 2900 09 59 3363 23.63 190 0.74 26 97 1980 1 46

CNA Fin 1 Corp NYSE 57.75 31 74 6438 4725 239 000 00 117 42.71 135
Orion Cap Corp NYSE 21.75 17 198 3100 20.00 29 0.76 35 97 9.39 2.32

General Re Corp NYSE 58.50 35 54 68.88 4763 1303 100 17 157 2347 2.49
Protective Corp OTC 1650 15 83 2125 1238 82 0.70 42 142 1651 100

ITT (Hartford Group) NYSE 6150 21 152 66.38 50.00 2258 1.00 16 136 44.08 140
Provident Life & Acc Ins Co OTC 2163 -89 122 28.75 1913 87 084 39 169 27 CIO 0.80

Sears Roebuck & Co (Allstate) NYSE 51.00 24 283 59.50 39.88 3117 200 39 124 3294 155
St Paul Cos Inc OTC 51.75 20 286 55.00 40.25 1001 176 34 96 29.89 173

Transamenca Corp NYSE 4150 29 272 5138 31.50 982 t 84 44 84 2694 154
SAFECO Corp OTC 3263 12 220 34.50 24.38 559 0.96 29 113 19.68 166

CONGLOMERATES AVERAGE 07 171 21 129
SCOR US Corp OTC 1450 00 26 1 1625 1100 121 0.00 00 133 808 179

Se,bels Bruce Group Inc OTC 1550 33 51 1900 14.25 67 0.80 52 103 11.88 130

INSURERS Selective Ins Group Inc OTC 2425 30 115 2756 2100 32 108 45 77 1602 151

Statesman Group Inc OTC 631 10 328 7.06 3.88 117 005 08 71 5.19 122

Aetna Life & Cas Co NYSE 5963 08 53 68.13 55.75 2003 2.76 46 84 44.75 133 Tokto Marine & Fire Ins OTC 70.75 00 266 10338 63.88 17 0.19 03 600 0.00 N/A

American General Co p NYSE 37.75 03 24 44.75 34.88 1021 125 33 101 2713 1 39 TorchmaRCorp NYSE 30.63 04 178 36.75 23.75 298 120 39 110 1301 2.35

Amer Hecitage Life In¥1 NYSE 2900 17 130 34.00 25.75 3 096 33 14 3 20.37 1 42 Travelers Corp NYSE 4350 11 25 52.63 41.50 1838 2.28 52 90 45.03 0.97

Amer Indly Fin I Co p OTC 1350 18 250 1900 12.75 1 0.56 41 143 20.40 0.66 Trenick Group Inc OTC 1350 69 182 19.13 1150 72 0.00 00 167 13.83 0.98

Amencan Inl I Group Inc NYSE 79.38 05 299 83.75 60.00 1293 0.30 04 158 29.02 2.74 United Fire & Cas Co OTC 31.25 00 53 3300 2650 13 0.96 31 92 1832 171

Aneco Aeins Ltd OTC 350 77 643 438 2.13 23 0.00 00 158 133 181 United States Fid & Gly NYSE 39.75 45 00 48.75 37.00 5485 2.48 62 85 20.19 1.97

AON Corp NYSE 28.13 18 66 2988 2325 170 1.20 43 98 15.23 185 UNUM Corp NYSE 2375 26 116 3138 20.38 1070 0.40 17 85 2681 0.89

Argonaut Group OTC 44.25 22 1107 52.13 2100 146 0.00 00 136 14.60 3.03 USLIFE Corp NYSE 3825 29 121 47.63 34.75 144 112 29 98 43.09 0.89

AVEMCO Corp NYSE 23.00 05 124 25.25 1325 80 028 12 145 694 3 31 Washington Nal I Corp NYSE 3488 37 90 37.88 23.25 104 108 31 204 43.09 0.81

Business Mens Assurn Co OTC 43.25 09 671 48.25 25.25 346 110 25 145 22.15 1 95 Zenith Nal I Ins Corp NYSE 21.25 23 198 2400 21.13 11 080 38 204 11.19 190

Chubb Corp NYSE 6463 24 91 73 50 53.75 293 188 29 91 39.52 1.64 INSURERS AVERAGE 01 96 27 135

Cont.ental Corp NYSE 45.13 03 08 54.88 4038 1185 2.60 58 90 4162 108 ALL COMPANIES AVERAGE #1 80 25 136

Syslem design MPACT Securities
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HAVING TROUBLESTAYINGON TOPOF
YOUR HMOs?

If the confusion and complexity of handling your company h HMOs have you wondering what's around
the next bend, call the HMO-USA network, sponsored by Blue Cross and Blue Shield Plans.

Nobody can help you simplify your HMO program better than HMO-USA.With HMO-USA you
don't have to negotiate a separate contract with each HMO-no matter how many you select. Instead,
you can work with one master contract, one consolidated bdling statement, and one master membership
list. And you'll be working with the natiods largest network-covering more than 200 cities-to help you
put it all together.

-To find out more about how we can simplify your HMOs, just make one simple call: 1-8004-HMO-USA.
HMO-USA is just one of the many innovative products from the nation's Blue Cross and Blue Shield

Plans designed to help you effectively manage your health benefits program.

lim -al 0 06* 61SM

r*z"i/10000
The "simplified administration" HMO network.

--7
Cross®331 Shield®

1

Carry the

Caring Card®

The card that cares for the US. Olympic Team. 50:nme,O,0

123 45 6189


