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~vant better benefits,
ie, or show them a smarter way

2y already have.

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.

= W — ] —_—————

A Financial Management System from TheTraveler{l‘
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. & 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. @& Equal Housing Lender,

© 1987 The Travelers Corporation



If your employees ¥
‘you can either dish out more p
to slice what th

VIuable employees are certainly entitled to their
just deserts. But like most companies today, you
simply can’t afford to keep swallowing the costs of
new benefits.

The answer? MoneyTrac*™ 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



Finally.
Piece talks in
the battle
of the benefits.
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Sixmillion other
retired Americans are

inadifferent boat.

For many Americans, retirement is exactly what they
hoped for.

But for others, retirement can be complicated by poor
health. One out of four Americans will require long-
term care in a nursing home with an average annual cost
of $20000 to $30.000. How that care is paid for has
become a complex issue.

History has shown that personal savings and programs
like Medicare and Medicaid can't cover all the costs of
retirement health care, Companies with retirement health

henefits also face the problem of unfunded future liabilities.

Additional solutions must be found to address this
retirement health care cost issue that will eventually affect
every person, company and institution in our country.

At NWNL Group, were developing an emplovee henefit
program called LifeScope™ that would provide for a persons
retirement vears and workmg, vears. What makes the

LifeScope Pro;,r'nn unique is its comprehensive approach to
providing benefits. It is more than life insurance and
anursing home policy.

By managing the deliverv of health care and planning
for future needs, the LifeScope Program can find alter-
natives that make health care more affordable, while
allowing individuals to live independently: The programs
henefits would be voluntary: flexible and portable.

Many elements of the LifeScope Program have
already been put into place through current NWNL Group
benefit programs. Using our resources as the nations

10th largest group insurance company. we will soon be
adding more elements.

Ty tind out more about NWNL Group and the LifeScope
Program, contiact Ginny Patrick, NWNL Group. Box 20,
Minneapolis, MN 55440 or call (612) 372-5784. Because
now is the time to begin solving the problems of providing
health care in the future.

lin NWNLGROUP
The right benefiis for lodia),

The rngt ideas for the future

Sotrces for sttistics: Eruplovee Benefit Resesrch Tostitute, 1985: Benetits Research, Ine. 1986: National Underwriter, 1956,
A civison o Nortsvestern National Lite nsursnee Compans Mitmeapelis, MY enot admtted i the State of New York, The North Athantic Life Insurance Company of America, Jerichio, NY ¢ memiber of the NWL Comparies )
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fabenefitsm |
perwork of Maxicares
aintenance plan.

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 wholl design
a single unified HMO benefits package
for all your companys locations through-

out 26 states.

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

And when you get your bill 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 youd 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.
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Opinions.

Tax incentive is essential

E HEARTILY ENDORSE the recommenda-

tion made by a federal task force 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

LOW BACK INJURIES ARE the most frequent
cause 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

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.

Lettet o

California fund relieves
surety firms of burden

L 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 will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St., Chicago, Ill., 60611.

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
lowa 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-
€rs.

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 8. Betterley

President

D.A. Betterley Risk Consultants Inc.
Worcester, Mass.
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~ Wanta flexible beneﬁts plan
hatcan save you s fast‘?

Just 60 days frorn 51gn-up to start-up That’s the CNA o JCNA can mstall your Flex1ble Benefits program ,
Insurance Companies' promise. With our unique “60- mcluchng full salary conversion and spending account

Day Solution;’ your plan is on-line sooner-.. .offermg ~ options—without changing your current bénefitsplan. . ...
immediate sawngs to your company and em ﬁyees ~ Andto make the program even easier, we offer ‘
s CNAs“GO-Day Soiuttm” wﬂl 1mmed1ate y pay ~ complete adnumstratwe support—from processing
- offwith ~ earollments and paying claims to educating your
= Decreased FICA payments for yo.lr eompany . e ployees with our communication kits.
~ »Increased take home pay through tax savmgs for ~_ Learnhow fast, simple and rewardmg a CNA
~_employees e b exible Benefits Plan can be.

. Reduced medloal and dependent care cost fOr ~ Contactyour local CNA agent or brokex; orcall
employees - : i ‘Joi*in R 22- 6602




Walter
~ just fractured
his income.

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

Walter’s 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, UNUMSs ideas
can benefit you.

N unum

Income Protection

UNUM Life Insurance Company, Portland, ME 04122, UNUM Life Insurance Company of America, Pordand, ME 04122 (Al states except New ‘tt)rkl
First UNUM Life Insurance Compary, Elmsford. NY IOSB (New York State only).
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Spotlight report,
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Continued from page 3 i S tute found that
for low back sprains and s:rzins,” ; : injuries account
: about 90% of back injury costs.
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Meanwh :dical expenses ___ Head back injuries
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Maine but almost r zlaim Yok (8 6%) of claims for MNashville,
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said ~Neck (7.9%
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T INSURE THE ARM, GO TO LONDON
T0 PROTECT THE TEETH, COME TO DELTA

You know where famous quarterbacks go to insure theirarms.
But you may not know where 15 million

Americans in over 18 thousand companies

g0 to protect their teeth. They come to

Delta Dental. Delta is Americas first, leading

and largest dental carrier.

Whetheryoure the president of your company
or just starting out, you should know 90%

of major; painful and expensive dental
problems can be prevented by regular
professional care. And after that when

trouble comes, big or small, Delta is the

best friend your teeth can have.

You should also know Delta offers you and
_your company the most sophisticated
cost-containment system in the business.

To find out why a Delta Dental Plan is
remembered long after a small raise is
forgotten, call 1800-441-3434. Well
send you 10 solid reasons. Until then,
keep it between the uprights.

The Delta Dental Plan
. Americas First, Leading and Largest

and indemnity benefits, an em-
ployer may also have to deal with a
c sted claim that can 1 It in

osts for medical and legal

sarial than most other
types of workers compensation
claims, although some sa 58
types of

kely to be contested

occur in blue-co
lar or white-collar jobs where
‘kers handle materials or, in the
» of health care professionals,

also can be a carpen-
ter hauling wood, a computer
salesman lifting display equipment
into his car or even a busi
ive who sim
hat fell on the floor.
'rs facing the highest risk
v back injuries are those in
the construction, mining, transpor-

‘ited by
sed Liberty Mutual In-
ance Co.
The upations that pose the
> f low i
include laborers,
tors, rehouse
and nurses aides, the st
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 y old. Women

filed only about one-quarter of all

compensation observers
> about the impact that the
aging of the American population
ave on the frequency of low
back claims.

However, once a worker injures
four times as likely
cording to Liberty

Mutual's data.
In addition, the NCCI found that

n result erniated in-
tervertebral discs, a disc with a
gelatinous center that protrudes
from a fibrocartilaginous ring and
frequently pre on a nerve caus-
ing lower back or leg pain.

“Since workers compensation
costs began to r in the late
1960s, back injur have been a
source of frustrati " pointed out
Terry Broxs t of Back
Systems Inc., a Dallas-based risk
m gement consultant.

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

ed by workers compensation

see the blood or the bandages
Tony Vogel, home office wo

of view."”

But as Mr. Vogel learned from
his own chronic back pain, which
s 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
compensat says:

“The attempt to distinguis
related from non-work-related
back disorders has produced legal
Continued on page 14




TS AMAZING WHAT YOU
CAN DO WITH
THE RIGHT GROUP OF PEOPLE.
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Appointing a small group of experts to perform a
huge task that will affect many lives. What a
revolutionary idea.

We're takking, 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 Flexible Benefits program. In short, 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 aFlexible Benefits program could be one of the
greatest decisions you'll ever make. Before you make if,
wirite to Peter Goff, CIGNA Companies, Hartford, CT 06452.

A Flexible Benefits plan that grants independence

to the benefits manager. It's one
more example of CIGNAs commit-
ment to personalized service

1o business.
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MANY PROBLEMS ... ONE SOLUTION.

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:
v Mitigate disability and reduce litigation.
¢ Assist in early return to work.
¢ Reduce both medical and indemnity costs.
Cost Care -- the single solution for Workers' Comp Case Management.

COSTrcare™
caﬂ.

Burt Feldman, Director
1-800-762-3029 Nationwide

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

Does your
employee
belongina
sychiatric
ospital?

Maybe so. Fortunately, serious mental illness is
highly treatable. But what sort of treatment setting is 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.

Notall hospitals treating mental illness are
alike—and you need to know the difference.

The diverse and individual needs of the mentally ill
require an equally diverse range of health care facilities, -
from 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.

Psychiatric Benefits Wisely”
with all the latest statistics on
mental health inpatient care.

o e e e e ey

New!

Please send
me a free
copy of
“Using
Inpatient

The National Association of Private Psychiatric B
Hospitals (NAPPH) has assembled a comprehensive Tide
booklet which clearly defines the differences among Company
mental health inpatient providers. We've also included _
useful information about the types of patients we treat Address
and the costs involved, plus the latest facts on hospital City

trends and the utilization of inpatient services, all broken out
in easy-to-understand, reproduceable language and charts.
The booklet is free —but the information is invaluable.

TheNational Association of
Private Psychiatric Hospitals

The National Association of
Private Psychiatric Hospitals
1319 F Street, N.W.
Washington, D.C. 20004

(202) 393-6700

StarelZip—

Bl 9/28

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 fac-
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 employees’ 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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SPECIALISTS

Major risks can bring major profits, if you
know what you are doing. 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 why independent agentsand
brokers turn to the experienced underwriters
at Fireman's Fund for their specialized
coverages. e

With more than a century of experience
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 specialty businesses. So
you and your customers can count on an
individualized solution from qualified
experts, With nearly $10 biltion 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
124 years, that's become
something of a specialty
at Fireman's Fund.

FIREMANS FUND
INSURANCE COMPANIES
124 years of tomorrows.
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Doctors 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-
fect (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

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. Frymoyer said that employ-
ers should advise employees disa-
bled for extended periods to seek
expert consultation and avoid sur-
gery 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 emplover
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
clinies 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. =
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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, you'll 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—ifrom 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 Management
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

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-
Lients, he added.

But when conservative therapy
doesn’t work, pain-stricken pa-
Lients 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
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By MEG FLETCHER

Employers across the United
States are exploring ways to

contain workers compensation .

costs, especially for back-re-
lated injuries.

“This is a nationwide prob-
lem,” said Edward M. Welch,
director of Michigan's Bureau
of Workers' Disability Com-
pensation.

““The level of interest in
containing costs is high,”
: agreed Richard Victor, execu-

¢ tive director of the Cam-

bridge, Mass.-based Workers
Compensation Research Insti-
tute.

And firms offering cost con-
tainment services “are now
mushrooming up,” pointed out

Linda Brodt, a consultant in ths
cost-containment division of Na-
tional Medical Audit Inc.

National Medical Audit, 2 San
Francisco-based division of benefit
consultant William M. Mercer-
Meidinger-Hansen Inc., advises
employers which _cost containment
services to buy.

Those services can include
preadmission certification, utiliza-
tion review, hospital bill auditing
and fee schedule review.

“The predominant perception is
that workers compensation is a
gravy train,” said Gail Nethercut,
National Medical Audit’s director
of workers compensation medical
cost containment.

“Health care providers have
been so squeezed by measures to
contain the cost of non-workers

‘The p_redominant-
perception is that
work comp is a
gravy train,’ says
Gail‘Nethercut. -

comp claims that workers compen-
sation claims are open to excess
utilization,” said Frank Dalican-
dro, president of Financial Di-
rection Inc. in Philadelphia. The
consulting firm applies cost con-
tainment approaches popular in
employee benefits plans to workers
compensation claims.

“Cost shifting, fragmented bill-
ing, excessive treatment and

overutilization are just a few of the
problems,” said Catherine John-
son, a marketing vp for Con-
ServCo., a Tampa, Fla.-based
health care cost management firm.

For example, the Workers Com-
pensation Research Institute says a
1984 study found that hospitals in
Florida were able to collect 74% of
total charges from all payers. How-
ever, hospitals collected 91% of
total charges for workers compen-
sation-related services.

“This disparity reflects, in part,
discounts offered to preferred cus-
tomers—public and private—and
the shifting of overhead costs to
workers compensation payers,” the
‘WCRI reported in June 1986. :

Also included were a small per-
centage of uncollectible debts Mr.
Victor said.

develop medical cost and quality control mea-

sures. Our registered nurses and consulting
physicians work with attending physicians, offer-
ing recommendations from pre-admission
utilization review to overall case management,
And our team conducts regular evaluations, to
make sure your objectives are being met.

It's the kind of performance you get only from
cost management professionals who've seen the
course from the claims payer’s and employers :

points of view.

Free: A Buyer's Gu:de to Workers’
Comp Claim Management

Before you invest in an assembly line approach to
medical claims management, send for “A Buyer’s
Guide to Workers' Comp Claim Management.”

It will help you choose a model with workers’
compensation features customized for you.

' City
(

ConServCo
3903 Northdale Blvd., Suite 200
Tampa, FL 33624

I want a customized medical cost control program.
Send a copy of “A Buyer's Guide to Workers' Comp Claim Management.”

Call me to schedule an appointment.
Send the Guide and call.

Name

Title/Position

Company

Mailing Address

State
)

Zip

. s

Telephone

[EnservCo

Medical and Disability Cost Management...
Customized For You

Home Office, 3903 Northdale Blvd., Suite 200
Tampa, FL 33624

Call 1-800-525-5590

in Florida, 813-9693-0701 Collect.
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- Employers chisel away at comp costs

“Under workers compensanon it
seems (injured employees) are
treated a very long time because
the money is available,” said De-
borah Howard, claims supervisor
for Parthenon Insurance Co., a
Tennessee-domiciled single-parent
captive insurance company owned
by Nashville, Tenn.-based Hospital
Corp. of America.

Injured employees are treated a
lot longer than if they are covered
under a private medical insurance
plan or paying for treatment them-
selves, she said.

‘“There is a screaming need for
medical management of workers
compensation- claims,"” said James
McNamara, corporate manager of
loss prevention and cost contain-
ment for ARA Services Inc. in Phil-
adelphia.

The goal is not only tec save
money, but also to fulfill a moral
responsibility to ensure that an in-
jured employee gets the most ap-
propriate treatment quickly, he
said.

However, employers find it more
difficult to apply cost-containment
measures to workers compensatlon
claims.

“You can't use a cookie-cutter
approach,” Mr. McNamara said,
referring to the statutory require-
ments under each state’s workers
compensation program that give
employees specific rights. = .

“The basic philosophy of the
workers compensation law is that
it is to be liberally construed in
favor of employees,” said John An-
tonakes, vp and assistant claims
manager with Liberty Mutual In-
surance Co. in Boston.

And, it is difficult to' direct em-
ployees to specific doctors because
the majority of states allow injured
employees to have free choice of
doctors, Mr. Antonakes said.

However; some states limit this
freedom by requiring employees to
include their doctor’s name on
medical -insurance forms prior to
an injury, or by limiting treatment
by a free-choice doctor to 30 days.
After 30 days, if additional treat-
ment is required, the employér can
request a second opinion from an-
other doctor or a utilization review
firm.

In all states, an m]ured worker is
generally eligible for unlimited
medical benefifs for which he pays
no deductible.

A cost-saving measure offen used
by employers with non-workers

. comp medical benefits is imposing

a deductible. While this measure
might reduce doctor shopping, it
would not be in keeping with the
philosophy of workers compensa-
tion, observers say..

However, some states handle the
situation differently if a worker's
back injury reaches the stage

. where it is considered a permanent

disability.

Independerit medical examiners
rate permanent impairment or dis-
ability in 17 U.S. jurisdictions,
while medical panels evaluate in-
juries in six jurisdiections, accord-
ing to a survey released earlier this
month by the Medical Commiittee
of the International Assn: of Indus-

- trial Accident Boards & Comimis-

sions.

To evaluate the degree of im-
pairment an injured worker has
sustained, 14 U.S. jurisdictions use
American Medical Assn. guides
while 19 more recommend use ol
the AMA guides.

And, 10 jurisdictions also recom-
mend use of an orthopedic sur-
geons’ manual in evaluating im-
pairment.

Insurers, such as Liberty Mutual
generally favor the use of AMA
guides as a way to standardize im-
pairment ratings, Mr. Antonakes
said. .

Continued on nexrt page
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Working Without a Net?

Like the highwire performer, it's risxy--with nc room for errcr.

Catastrophic injuries occur infrequantly, 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 fall-tine Case Management experts,
the Network effectively manages ard conta:ns the costs of catastrophic
injuries anywhere in the country.

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

m CATASTROPHIC CASE
w MANAGEMENT

COSTCanre”

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

Comp costs
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However, somre plaintiffs’ attor-
stion the scientific valid-
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Steven Ba v, a plaintiffs’ at-
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‘Communication and
caring leads to better
control in a positive
way,’ says Tony
Vogel of Wausau.
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The Washington Metropolitar
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Continued on next page
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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,
T'exas and Illinois and expansion is
planned at other locations, Mr.
McNamara 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.
McNamara 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. McNa-
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.
That’s a ton of money,” Mr. McNa-
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. McNamara said. A self-insurer
s more directly affected because
loss dollars are all company dol-
ars, he explained.

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

Oakland, Calif.-based Safeway
Stores Inc. saved $1.5 million net
through cost-containment efforts
for 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
lo 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 worker
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-
jured 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

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

‘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.

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. ]

ACT ASSOCIATION

(in formation)

Risk Retention Act

Attention: Daniel D. Dinur

AMERICAN RISK RETENTION

A nationwide trade association dedicated
to the advancement of the goals of the

For membership information correspond with:

American Risk Retention Act Association
12222 Merit Drive, Suite 1660, Dallas, Texas 75251

The runaway cost
of employee health care
is enough to make you sick.

If you'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 organization.

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 unriecessary or
unwarranted expenses.

Parkside Health
Management Corporation

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

In lllinois, 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
s 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 polieyholders 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 Wausan
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.
The 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
often view their jobs as a sort of
second family, a family from which
they expect aid and comfort.

The support mechanism needs to
focus on the positive, Mr. Vogel
says. “It’s important the injured
>mployee knows there's a place for
nim or her,” whether or not that
job 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 lezs 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 entize 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 ckance 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

Argonaut, Baltimore workers
dug around skyscrapers to busld the MTA.

‘Some Of QurBest
Never SeeThe Light

than building a rapid transit project is insuring it.

To provide workers’ comp and liability coverage for
thousands of workers in dozens of trades is only slightly
more challenging than squaring the circle.

But we did it. With an idea.

One master program,
an owner-controlled
“wrap up] that covers
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project. And lowers

About the only
thing more complex
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& system expand to 275 miles.
Returned premiums of over
55 million.
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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

i
e

: Photo: Liberty Mutual
A patient at Liberty Mutual’s Back School in Boston receives instruction in proper posture.

premiums through reduced
claims costs.

For that kind of flexible
thinking, more rapid transit
construction projects have come to us
than to any other insurer in the last
20 years.

And what a fresh approach does
for rapid transit, it also does for
agriculture and industry and

services. For big clients and small.
' | For you. Please call Michael Crall,
President, 415/326-0900.

Because no matter how varied our clients may
be, we're really always protecting the
same thing:

Profits.

And that'’s the idea,
isn'tit?

The first phase
of Los Angeles’
mammoth rapid
transit construc-

ton is now
under way.

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, Wallbrg
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 af
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 the
case of a maintenance worker whc
suffered severe back pains. While
two physicians suggested surgers
to reduce the pain, the worker in-
stead chose physical rehabilitatior

Continued on next page
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that commitment can mean job
modification or even job creation,
Ms. Child-Laskowski adds.
‘-mn > workers suffering back in-
who cannot return to their
bus jobs are transferred to the
'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 20 workers at
a time, Ms. Child-Las
“Employees 8
asset. We want to keey ﬂu m func-
tioning,” she sa
Speed is of th ence if any em-
plo\m is to be kept functioning,
s Dr. David Lehrman of the
Le hrman Back Center in Miami

» best way to deal with back-
related injuries is to put the acci-
dent vietim into a program of
proper treatment within a week of

3 he says. Ideally, “I'd
get hlm he day of the acci-
dent.”

Like Mr. Vogel, Dr. Lehrman
that the longer a patient is
to remain out of work, the
y he is to return to work.

L(i rest and pills is not the an-
swer,” Dr. Lehrman s
allowing

accomplishes nothing. Such pa-
tlents [ are not only less
iu return to work but
ly to file protra
mpensation claims.
isn't getting him
to wo ' Dr. Lehrman says.
keeping him |J at work.”

Dr. Lehrman says that abo
70% of the long-term worke
pensation patients treated
clinic return to work and s
the job. These long-term f
who have been out of work for
more than a year, are the most dif-
ficult up to treat, he S

atment were to begin within
week of the injury, Dr.
s the success rate
would exceed 90%.

Rehabilitation must deal with

both the phy:

: ;mlu nts to In,l[) ssure
problems neither grow

e serious nor recur
While some injuries do require
[ Lehrman says:
s too much cutting going

addition, Dr. Lehrman
that no matter what course
atment is taken, treatment
nnot stop with t >
lease )
Patients who receiv
Lehrman's center ntinue the re-
habilitation process after their re-
turn to work through a daily regi-
men of ¢ ises.

Looking at the patient as a
whole, rather than as just
tension of an injured back, al:
part of the therapy at the new
lor Spine Institute in De

Allen C. Chamberlin, the in-
xecutive director and
mn, advocates a team

pre (»1510(4]1 Il igh bt
agme ntutmn uf hi(l\ 111-

berlin :

\'auuua s i ) ¢}
plan

lhll)u”h lhl use nl l‘(llll})lllll\ Thv

- iagnosis than do tradi-
tional methods.
Continued on page 26
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Continued from page 24

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-
dic 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

//*,o 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, such 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. ]
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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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Spotlight report

WORKERS COMP

MEDICAL COST CONTAINMENT

If you are a self-insured employer or
TPA and want a specialized consultant
with a prover track record, call:

Dr. Gail Nethercut or Linda Brodt
at 415-398-5105.

By 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 tota® 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 tims,"” 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 taan others, back injuries can
strike anyone at any time and preventive measures
should be implemented in all workplace environments,

Back injury prevention eases
strain on corporate budgets

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 tRair

backs to properly see computer screens. e

Wrist and back supports also can help reduce muscle
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 next page

At Hilb, Rogal and Hamilton, we believe that a good insurance sales
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Mr. Anderson recommends three
ways to reduce on-the-job back in-
juries: training, ergonomic engi-
neering and employee screening.

Training programs include fit-
ness regimes and morning stretches
as well as instructing employees on
correct lifting techniques, he said.

“The best preventive measure for
back injuries is to be aware of how
to carry out a task,’” agrees Dr.
Johnathan Kleefield, assistant pro-
fessor of radiology at Harvard
Medical School and a neuro-radi-
ologist at Beth Israel Hospital in
Boston, “If you are lifting, know
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
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.”

Screening new employees to be
certain they are capable of carry-
ing out stressful tasks “is an effec-
tive measure for companies where
physical endurance is a necessity,”
explains Mr. Anderson. “We advise
both strength and endurance test-
ing. If they can’t do the test, then
they can’t do the job.”

By implementing an employee
screening program for nurses aides
at the 279 nursing homes it oper-
ates, Philadelphia-based ARA Ser-
vices Ine. has been successful in
preventing on-the-job injuries, ac-
cording to James McNamara, man-
ager of corporate loss prevention
and cost control.

ARA uses six tests including
partial push-ups and partial sit-
ups to screen job candidates to see
if they have the physical capabili-
ties necessary to be a nurses aide.

Since ARA started the program,
about 20,000 potential job candi-
dates have taken the test, accord-
ing to William Emery, corporate
risk management supervisor.
About 9% of applicants do not
pass, he said.

By combining the employee
screening program with a training
program and a loss allocation sys-
tem that charges workers compen-
sation claims to the individual
nursing homes, ARA nationally
was able to reduce accidents in fis-
cal 1985 by 15% and claims by
about 5% from 1984. In fiscal 1986
accidents declined 3% and claims
dropped 6% from 1985 (BI, April
14, 1986).

W.R. Grace & Co., a New York-
based diversified manufacturer,
also has been able to reduce the
cost back injuries, which were
costing the company close to $1
million annually, according to Ro-
bert Marion, safety manager for
Grace Specialty Chemical Co.

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

““Back injuries are the single
most expensive injury that we
have, we are always looking for
ways to reduce the risks,” Mr.
Marion said.

Although he did not have any
statistics on the effect of the new
machines, “We are confident that
the steps we are taking will help
reduce the costs of our claims.”

The Canada Postal Corp. in Ot-
tawa reduced its 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

for 15% to 20% of the Postal
Corp.’s workers comp claims.

“We are testing new mai! bags
that hang in either the front or on
the sides so that the hips take the
weight off of the back,” Mr. Lord
said. The front pack has been suc-
cessful for letter carriers wha now
report being able to carry heavy
loads without feeling discomfort.

Letter sorters and other workers
experiencing back pain also have
been instructed on how to li“t and
move properly, he added.

While Mr. Lord said there are no
statistics available on the effect of
the new bags, he said, “We are al-

ways testing new bags in an effort
to reduce the number of injuries to
our letter carriers.”

Sysco Corp., & Houston food dis-
tributor, has reduced back-related
injuries by using Back Systems’
pre-employment screening
methods, said Eill Bageant, direc-
tor of insurance &nd loss control.

“After unsuccessfully trying to
implement back irjury prevention
programs, we contacted Eack Sys-
tems and, by using their pre-hiring
testing methods, we have had a
400% return or. investment,” ac-
cording to Mr. Bageant.

Continued on next page
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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-
nally transferring heavy cartons
[rom a table to the floor or vice
versa, Mead now uses a ‘‘scissors
table,” which rises and lowers the
cartons to different heights.

The other facet of the program is
raining workers on proper lifting
lechniques. Mead produced video-
Lapes, slide/tape shows and bro-
chures 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,
Lhe cost of the program—$80,000—
s 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 ergonomic
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 th2
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 three
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

Hopk:n-on, Mass.
“We <ry to guide companies or.

aow they can redesign jobs and re-
duce kack prcblems. We find that
:f you can design a job that 75% of
the g=neral pozulation can do, then
you can reduce back injury by one-
third,” Mr. Snzok explained.
Liberty Mu:ual also helps em-
ployers reduce on-the-job iajuries
by using a series of medical and
strer:gth tests to help hire and
place individials 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. [ |
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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,

“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-

work related a
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tilus Speorts/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 Ameriea,
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.

BioMechanies'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 tc
an adjustable belt that fastens
around the waist. The device pro-
vides lower back and abdominal
support, reducing the incidence of

Continued on next page
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Management of injured persons receiving
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Reduce Workers' Compensation Costs and
Improve the Quality of Medical Care

A unique computer-based medical monitoring @ Ata large urban transit system, HCS reduced the

service developed by renowned orthopaedic surgeons medical and indemnity costs of upper and lower
Dr. Henry Feffer and Dr. Alf Nachemson, CareScan back injuries by 43%.
checks employees with orthopaedic injuries to make B At a national trucking company, HCS lowered the
sure they are receiving proper medical treatment number of average days lost per back injury case
and intervenes when necessary. by 15%.

Because employees receive quality treatment
for their injuries, they return to work sooner and Start your company achieving two important
workers’ compensation costs are reduced. goals at once: Lower workers compensation costs

and improve the quality of employees’ medical care
with HCS CareScan. For more information, call Blair
Drisiell at 800-832-6427. In Washington Metropoli-
tan area, call 342-2100.

CareScan® Features

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

B Easy-to-implement and extremely effective in both

government applications and in private industry.
B Widely accepted by employees, unions, and
community practitioners. +
CareScan™ Results II Innovative Medical Monitoring

B At a major utility, HCS reduced the number of 600 New Hampshire Avenue, NW
back surgeries by 80% and reduced the cost of lost Suite 900
days due to back related injuries by 50%. Washington, DC 20037

Photo: Cybex Back Systems

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

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 cli-
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. [ |
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Back injuries cause many comp claims

By LAURA MAZZUCA

Back injury claims make up al-
most one-third of all workeérs 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-sec-
tion of the country. The sta‘es 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-

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% of all
litigated claims. Each litigated
claim cost an average of $5.078,
with a total cost of $985 million in
1985,

California in 1975 was the first
state to adopt mandatory benefits
for vocational rehabilitation. This
accdunts for 15% of the total work-
ers compensation costs. Mandatory
rehzbilitation benefits also in-
creased state workers comp insur-

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 psvchological
claims, which together accounted
for 40% of the incurred losses for
Califormia 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 Fiorida Division of Work-
ers’' Compensation.

Medical 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
i nlgin e s
amounted to
345 million.
These figures
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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for back injuries,
Arkansas

Back injures comprised 11,333,
or 32.8%, of the 33,625 bodily in-
jury claims f.lzd in Arkansas for
the reporting period ending June
30, 1986, the state Workers’ Com-
pensation Commission reported.

A break-
down of ex-
penditures for
back injury
claims was not
available, but
the state re-
ported 'Lat
total expendi-
tures for worck-
ers compensation cases closed in
1985-1986 amcunted to $89.6 mil-
lion including $26.2 million in
compensation benefits and $13.3
million in medical expenses.

Total expenditures in 1984-1385
were $91.8 million, with $28.4 mil-
lion in compensation benefits and
$17.1 million in medical expenses.

Injured workers in Arkansas re-
ceive 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 smployee’s phys-
ician for evaluation of his physical
condition. Rehabilitation is not
mandatory under Arkansas law

Arkansas has recently under-
taken a $100,00) safety study pre-
gram to address the preventior of
workplace accidents.

California

In 1986, back and spinal cord in-
juries topped thz body-part :n-
jured list in the nation’s most pop-
ulous state, comprising 22.3% of a’l
workplace disabilities, accordinz
to the California Workers' Com-
pensation In-
stitute.

Total medi-
cal expenses
and workers
compensation
benefits
amounted to
$2.7 billion,
with tem-
porary disabil-
ity compensa-
tion benefits
currently
capped at $224
per week.

Back injuries
made up 90,517 o1 “he 406,683 dis-
ability cases reported during tke
period.

Under current Czlifornia guide-
lines, the evaluating physician
must determine the effect of the
injury on the empicyee’s ability to

of the .wvra;z.aigm ey,




Home Insurance is well aware what a jungle it's become out
there for people at the top. Mismanagement suits, merge
fights are turning corporate executives into an endangered species.

And we're committed tomaking it a safer

We're 1ally interested in challenges beyond the reach of
most underwriters. New companies or companies going public or
reorganizing, such as those in leveraged buy-outs. Or industr-es such
as high-tech manufacturing, or real estate development, or oil and gas.

Risks like these interest Home. Others call them difficult to

The Home Insurance Company is a member of The Home Group, Inc.

s and proxy

orld for themto live in.

re difficult to understand. But we pride
on creative underwriting: identifying a good risk and

place—simply because th
ourselv
tailoring standard policies to individual needs or unusual exposures.

It's the kind of professional treatment Home Insurance is known
or. After all, we've been handling risky situations for customers ever
since we started business, back in 1853.

If you could use a guide through the corporate jungle, contact
your insurance agent or broker. Or write Marshall Manley, The Home
Insarance Company, 59 Maiden Lane, New York, N.Y. 1003
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'REHABILITATION

By David R. Netherton ~ . comparisons provide immediate
aynd David B. Connell Detalled analySlS needed feedback on precisely how Rick’s
—_—_"— —_—— a : profile compares with previous
WORKER'S disability t k d d tS workers with not only the same
and his or her rehabilitation lies 0 ma e Soun Ju gmen diagnosis, but the sarsrrie objective of
the demand for experienced returning to employment.
management. Uniform functional evaluation of algorithms based on extensive Once the program has computed
A complete picture of the worker’s | worker disability claims on a research, seven functional areas are comparison profiles, the client’s
current and expected level of consistent and standardized basis produced from the FAI: ratings that fall a standard deviation
functioning is the single best bridge produces a number of benefits. It can ® Adaptive behavior. away from the data base average are
between injury and a successful return | clarify an injured worker’s limitations, ® Motor functioning. highlighted and immediately brought
to work. The bridge, however, is often taking the worker out of a diagnostic ® Physical conditioning. to the counselor’s attention. In this
makeshift, incomplete and weak. It is and toward a vocationally relevant e Communication. case, Rick scores significantly lower in
always the result of a professional’s picture of his capabilities. Important ® Cognition. the adaptive behavior, motor
own judgment. secondary impairments are often ® Vocational qualifications, functioning and physical conditioning
The need for accurate and identified, And, it is a first step to ® Environmental orientation. areas than the average of all clients
well-founded judgments is always planning rehabilitative services for the Each score is scaled so that the with the same disability type who
present, and those critical points for claimant. national average is 50. The actual were eventually re-employed.
which the experienced mind looks can The connection with direct service scores for the claimant are displayed However, Rick has a significantly
easily be misinterpreted, forgotten or planning has brought an increasing along with a line higher vocational
overlooked. Strong cases can become number of rehabilitation professionals | graph. The user has qualification rating
old cases. Familiar cases become to the field of functional assessment. the option of Uniform functional based on his
complicated and very expensive. Recently, several systems have been superimposing a evaluation of worker " training, his
Without the essence of the best sort of | tested in assessing injured workers’ variety of & i 5 experience and his
experience, the individual treatment function through diagnostic comparison d'sab'lﬂv claims. . . occupation. Rick’s
of each employee’s case is derived interviews, tests of physical abilities profiles based on produces a number overall level of
from an unfortunately limited and endurance and other measures of disability types and of benefits. severity is rated on
perspective. residual capacity. The idea in each rehabilitation a seven-point
During the short-history of method has been to systematically status. Comparison scale—ranging
rehabilitation, coming to some organize individual information about | functional scores are available. from “slight” to “‘very severe”’—as
understanding about the functional those functions that are most The claimant’s information output is | “moderately disabled.” The
level of a disabled worker has important to rehabilitation and tailored to individual user probability of success of rehabilitation
alternately been the province of the vocational success. specifications and procedures: is categorized as “good,” a 51% to 75%
rehabilitation contractor, the state Abt Associates’ Functional @ Regularly recurring reports. chance.
agency, the independent professional Assessment Rating System, one of @ Individual claimant information. A client summary contains the
evaluator, the disability claim these systems, is a @ Aggregated approver caseload functional assessment detail. This
management company and, of course, microcomputer-based interactive with the capacity for comparisons narrative often serves as the
the insurer paying the claim. In some program that provides direct feedback | within caseloads. framework for the comprehensive
instances, companies have set up on the functional limitations and ® A clear basis for outcome rehabilitation plan. It describes in
procedures to make very quick vocational strengths of an injured evaluation. detail the specific limitations of the
decisions about closing out workers’ worker, offering a series of functional ® The means for controlling costs injured worker from a purely
claims—regardless of result—at the profiles that compare the claimant and monitoring progress. functional perspective.
earliest possible moment. In practice, with a data base made up of thousands The process of gaining some For example, Rick’s relatively low
however, of former claimants | historical perspective on a particular rating in the motor functioning
developing a Before the individual plan who have been f:ase—c:onsidering all tbe relevant‘ data catfsgory is actuglly mgde up from a
comprehensive oS successfully in a focused and organized way—is series of professional judgments,
picture of the for vocational rehabilitation rehabilitated. usually not an efficient one. Tradition involving capacity for exertion,
claimant’s can be laid out, some Claimant holds that those borderline, complex endurance, anticipated loss of time
functioning in a version of a functional information is first | or troublesome cases can be turned from work and the stability of his
vocationally . entered into the ‘| over to the counselor with the most condition.
directed way is assessment is needed. system according to | experience. By entering a claimant . We might have expected physical
critical to the employer’'s or called “Rick” on a functional limitations in Rick’s case, especially |
determining : insurer’s own assessment system, however, we can during the stabilization period, but g
appropriate and timely action. procedures. The system then prompts see the contribution that such a system | the system has focused the counselor’s
Yet, it is nearly impossible to the user through an interactive can make to the rehabilitation judgment and pointed to those specific
recreate the thinking of the examiner program, organizing the vocationally professional’s first decisions—those areas that will be the most useful in
because of the need for individual, relevant information about the concerning case management, goals planning rehabilitation services, job
skilled judgment. Why one set of disability and producing a and expectations. modification, job placement and job
services is ordered rather than another | comprehensive measurement of the The user inputs Rick’s disability, for | negotiation.
is based on this pivotal assessment. worker’s strengths and limitations. example, as a specific category of The user can now work more
However, the logical basis for these The functional assessment chronic cardiac impairment according | effectively with Rick’s employer,
decisions is often hazy. component of FARS is based on two to modified diagnostic codes. The user | which has expressed a willingness to
Some dominant feature in a case instruments. : also can take advantage of a system make the best use of Rick’s energies
usually suggests the path to be taken. The Functional Assessment prompt for a secondary disability and talent.
The quality of this assessment and the | Inventory (FAI) is a rating scale designated as mild to moderate A number of additional products
resources available to the consisting of 30 behaviorally based depressive neurosis. In less than 15 and utility programs are commonly
decision-maker determine the course. items assessing functional limitations, | minutes, the user has completed all available with these programs. For
But, before the individual plan for 10 items highlighting strengths and items of the LFI, the FAI the 10 instance, a service planner helps
vocational rehabilitation can be laid two global ratings of severity of strength items and. the final two interpret results, leading toward
out, some version of a functional disability and prediction of overall ratings of severity and specific rehabilitation service
assessment is needed. employment ability. ’ predictability of outcome. alternatives, like medical evaluation;
Before vocational management of a "The Life Functioning Index (LFI) is After the factor analysis by the psychological evaluation; diagnostic
claim, there must be functional a nine-scale instrument that produces | program, Rick’s functional profile maintenance; medical/surgical
assessment. Before case assignment a “snapshot” of the worker’s status in | shows that the professional will want treatment; psychiatric treatment;
and contracting, there must be major life functioning areas, such as to address adaptive behavior, motor mobility training; college/university
functional assessment. Before vocational, educational, self-care and | functioning and physical conditioning Continued on next page
transferable skill programs, job mobility scales. These scores provide areas during rehabilitation.
matching and employer an indication of the consequences of Comparison profiles may then be ‘
negotiations—even before selection of | the functional limitations assessed by | selected. These show Rick’s functional David R. Netherton is senior analyst
a case for rehabilitation the FAI. ) profile compared with a data base of and David B. Connell, Ph.D., is senior
services—there is the clear need for a Following data entry, the functional | several thousand claimants with associate at Abt Associates Inc. in
comprehensive functional assessment. | profile is computed. Using statistical known outcomes of rehabilitation. The | Cambridge, Mass.
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Perspecti

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 controlled.

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.

I A.RM. 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:

v The costs of potential judgments and verdicts.

¥ The costs of mounting legal defenses.

¥ 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

Airport shops pose special risks

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 IIA. For more
information on the content of the A.R.M. program,
write Dr. G.L. Head, Vp, Insurance Institute of
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

| Legal briefs |

coverage, with policy limits of
$25,000. The policy excluded employee
dishonesty covering losses arising out

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, Ill. 60611-2590. List the
number for each opinion.

Managing rehabilitation

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

upheld under the rationality test. Guy
vs. 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

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 vs.
Wilson, 10th U.S. Court Court of
Appeals, Sept. 2, 1986 (BI/01/Ju.-$10).

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

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

- 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
camer have the resources to adequately
service the claim? 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:

P 0. Box 5é14 Richmond, VA 23230
(804) 273-1444 » 1.800-368-3013

In New England, contact:

; e GORDON BOYD & Company, Inc.
. 148 State St., Boston, MA 02109
i A (617) 742-2222 » 1-800-422-2693

‘“..and then the ladder shpped.”
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VSP HELPS
MARTIN MARIETTA
LOOK BETTER!

When a company like Martin Marietta looks at em-
ployee benefits ... they look hard! They need cost controi!
They need effective and easy administration! And they
need Henefits 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.

VISION SERVICE PLAN
National Association

1795 Clarkson Road, Suite 350
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-loss
benefits 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 the
year 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 from 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-
1 age of $5,225
{ for other types
of workers
compensation
claims, accord-
ing to figures

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

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
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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

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 into effect.
If the worker is disabled |4 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 aect as arbi-
trators to settle the claim. Rehabil-
itation is not mandated in the
state. a
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The insurance company that started business
on a handshake and a promise, is one of the most trusted
names in commercial insurance today.

In 1920,a small group of contractors
decided to take responsibility for insuring
their projects into their own hands
Because of the mutual trust and respect
among them, all it took was a handshake
to guarantee the job.

Commercial insurance is consid-
erably more complicated today. But at
Industrial Indemnity, 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.

Today’s Innovations.

That same spirit of innovation is
evident today as Industrial is recognized
not only as the leading insurer of wotkers
compensation in the West, but as one

ompany

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 programi,

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/liability losses. 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.

Tomorrow’s 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 the job.

Industrial Indemnity
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Spotlight report

Limit federal role in work comp: |IAIABC

By MEG FLETCHER

HARTFORD, Conn.—State

vorkers Compenbatmn administra-

‘federal occupa-

1una1 disease notification efforts

but emphasize that state agencies

have the primary job of overseeing
laims.

Membe] of the International
of Industrial Accident
and Commissions neither

ed the proposed
| lah Risk Occupational Disease
tion and Prevention Act of
1987, which is pending in Congre
BI, July 27).
The act would require the De-
partment of Health & Human Ser-
s through the National Insti-
ite of Occupational Safety and
Health to notify employees
or have been exposed to haz:
substances in the workplace over
he past 30 years to seek medi-
ting to determine whether
he exposure has or i
produce illness or di:
rs would have th uptmn of un-
lertaking this notification proce-
ure if they chose.

Instead, ation members

g the
rd annual convi on, held Sept.
12-16 in Hartford, Conn., that
ymmends federal scienti and
medical research and supports ef-
orts to use the data to identify and
notify workers who are at in-
isk ¢ ontracting an oc-

ional disease.
ever, the association stated
hat those efforts should not sup-
plant or interfere with state work-
compensation agencies.

The IAIABC ‘‘recognizes the
need 1 obligation of states to re-
spond to the plight of those Llf-
licted by occupational diseas
1 olution

However, “‘This legislation is
laying the groundwork federal
vorkers compensation,”” Susan
Span, istant director of loss
prevention and control for the
Nashington, D.C.-based National

1. of Manufacturers, told con-

attendees at a forum spon-

d by the National Council of
f-Insurers.

o emphasized that many

rs fear that merel nd-

been revised to prohibit an em-
ployee from using a notification of
:xposure as the legal basis for a
vorke compensation or tort
claim, medical findings and data
following notification could be
used to substantiate a claim.
The pending federal legislation
also was discussed in a keynote
ch at the IATABC conference
Arthur Larson, a workers com-
[ ensation scholar and a law pro-
sor at Duke University in Dur-
m, N.C.
“I can only say that the debate
o far have not confronted the
issue squarely: Is this a job that
inherently beyond the capacity
f private and state efforts? The
urden or proof is on those who
say it is, and as yet [ have not seen
a convincing case made for the
proposition that the federal gov-
ernment alone is competent to per-
orm this functior Mr. Larson
d in his prepared remarks,
which focused on the development
of workers compensation under the
I.S. Constitution.
Other issues disc
panelists at the IATIABC
ion include:

Academic study

State worke
ems have
P ting
result in permanent partial disabi-

onven-

compensation sys-

lities, two academ \

After /ing 10 states—includ-
ing Wisconsin, Florida and Cali-
fornia in depth—the professc
recommend that states adopt a new

h of ensuring that
s are treated adequate
ly and e{ficiontlv

Disabilit;
Comgensation,” wes discussed at
the TAIABC convention by its au-
or John Burton Jr. of
rsity in Ithaca, N.Y.,
nroe Berkowitz, a r
or from Rutgers Univ
in New Brunswick, N.J., who is
now a researcher and arbitrator of
labor- agement disputes.
States now take one of three
basic approaches tc handling pe
manent partial disabilit

njury or illn
hors said

The permanent partial disability
oenefit can be based ¢

® A medical impairment rating,
which is a percentage rating that is
translated into Denefit dollars for a
specifie duration.

@ A rate of _ost earning ca
ity, which considers
worker’s medical impai
also other social and economic fac-
to like the worker's age and
educaticnal l2vel and 20w that af-
fects the wor ability to find
WOTK.

This is also translatzd into bene-
fit dollars that are awarded for a
specific dura-

lost vrag

States that use the first two ap-
proaches have a problem with im-
precise impairmeant rating crite-ia
and with predicting in advance
which employees are going to n:
the benefits in the future, accord-
ing to Mr. Burton, one cof the
study’s authors

States that tr
proach find tk

ble to pr:
beneflt
. Thzee
that i1 is dllhc ult to determine
what percentage of wage losses
due to an injury instead of fa
like a worker
he said.
In addition, ‘he wag
“tends to dec:
on “he basis of loss of
earning capacity’ instead of acta

lost wages, Mr. Burton said.

The wage-loss approach also
tends to transfcrm into a system
in which emplor can I e a
compromise setileme in a .ump
sum in return for signing a form
that releases an smployer from fu-
ture liability, he added.

However, Edw :
tor of Michigan's Bureau of Work-
ers’ Disability Cempensation, disa-
greed with the authors’ view that

tlements should be avoidad in
nearly all cases.

Mr. Welch said that injured
workers should nave the option of

s on their c.aims
ents lend predict-
ability to state svstems.

But Mr. Burten told TAIABC at-
tendees that a s.abstantial reliance

Continued on next page




AP D EIEC0e LI WTWILLE, LDCPLTILIVEL 40, LJOL 7 2J

e e

Continued from previous page

on lawyers in some state workers
compensation systems “suggests a
lack of efficiency.”

“I'm not arguing—Ilet’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-
tem.

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, ‘I'm not arguing that lawyers and litigation

always reduce adequacy and eﬁlclency

$176 million in 1976.

Messrs. Burton and Berkowitz
recommend a hybrid workers com-
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

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

the connection may be less direct
than many claimants think, medi-
cal experts explained at the
IATABC annual conventicn.

“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 passible—

&

The artof

To the master violin craftsman, there is no
room for mediocrity. The restoration of a
fine instrument is an art that demands
experience, hard work, and an unwavering
commitment to excellence.

IRA has a 15-year experience base and the
rehabilitation expertise to restore disabled
people to the most productive levels
achievable. After 230,000 cases of managing
medical service delivery and providing
vocational rehabilitation services, IRA has
proven its commitment to excellence.

Today, we're building on that commitment.
Our goals are to assure the provision of
quality care, to manage medical costs and to
return disabled people to work. IRA offers
an unmatched range of rehabilitation
services. With over 135 offices coast to
coast, we provide local service, nationwide.

When it comes to the art of restoration, IRA
agrees with the master craftsman. There is
no room for mediocrity.

For more information, contact your local

- International Rehabilitation Associates office
or call toll-free 800-IRA-HELP. In Alaska or
Hawaii, call collect 215-687-9450. Or write:
Intracorp/IRA, Mr. Daniel H. Davis,
Senior Vice President, 701 Lee Road,
Wayne, PA 19087.

IRA. Rehabilitation that works.
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international rehabilitation associates inc.
An Intracorp Company

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
exposure 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 meetmg
hosted by ;
IAIABC outgoing
President John
Arcudi, chair-
man of Connecti-
cut’s Workers’
Compensation
Commission.

Succeeding
him as president
is Phillip T.
Bork, a member
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, secrétary.

Returning to the ITABC’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 commiittee
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 TATIABC 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. a

Mr. Bork
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IS IT REALLY A DRUG PROBLEM?

Mental Health and Substance Abuse problems are delicate and require a special
kind of case management.

But the first step is knowing exactly what to treat. Only Cost Care utilizes:

v Over 270 clinical indicators to unmask hidden personal problems.
v Staff physicians and psychiatrists reviewing every case.

v Review of both physical and mental health related admissions.
We treat your employees the way their doctors do—case by case.
cCOST Care™
Call:

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

MENTAL HEALTH/SUBSTANCE ABUSE
CASE MANAGEMENT

Rule clarification helps
work comp self-insurers

By MEG FLETCHER

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

a sunset

you?

Financial Services

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.
insurance is a business.
But it's also a service.
And at John Hancock Re
we find that it's that
balance between business
and service that makes
us unique.

Because re-

From a business stand-
point, we have the strong
actuarial and technical
background needed for
creative underwriting.

We do our homework. We
have confidence in our
ability and in our re-
sources.
we can go a step further
with service.
is done on a case-by-case
basis...no cookie-cutter
solutions.

Which is why

Everything

What does that mean to
The most carefully
it thought out underwriting
*y Ppossible.
a smaller y the stability that's so
crucial to both you and
your business,
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e —
Real life, real answers.

And overall,

John Hancock Reinsurance Co., Boston, MA 02117

California ‘recently
had a surety bond
crisis for
self-insurers,’ says
Mark B. Ashcratt.

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 te
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. |
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A MILESTONE...

For 20 years Business Insurance has provided its readers with landmark issues. They have
covered a broad range of important topics. And all have had industry-wide impact.

In keeping with this tradition, the editors of Business Insurance are pleased to announce
publication of two special historical and informative issues.
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Each surveys and details, in great depth, the significant points, events and changes that
have acted to shape the evolution, development and growth of a major sector of the
insurance industry.

October 26, 1987

20 YEARS OF RISK MANAGEMENT INNOVATIONS
Ad closing: October 13, 1987 -

November 2, 1987

20 YEARS OF EMPLOYEE BENEFITS INNOVATIONS
Ad closing: October 20, 1987

Both will enjoy longevity. Both will be valuable, permanent additions to the
most complete and enduring history of the past 20 years.

As a leader in this field, can you afford not to have your organization

represented in these two lasting, milestone issues of Business Insurance?
Think about it.

For 20 Years The Choice Has Been Crystal Clear

Business
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a publication of Crain Communications Inc.
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(212)210-0133
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Business Insurance don't “‘get lost’” in routfing,
you can request an extra copy, to keep for your NAME_

= e e v v s T ™ e s

| To make certain these two important issues of [] 20 years of Risk Management [] 20 years of Employee Benefits

own personal reference file. Simply complete

: . TITLE
. o the coupon, return it before October 9, clipped
IO to your letterhead—we’ll do the rest. COMPANY
LOS ANGELES Mail to: Business Insurance/Promotion ADDRESS
6404 Wilshire Boulevard, Los Angeles, CA 90048 | 220 East 42nd St./Suite 930 CITY STATE ZIP

(213)651-3710

New York, NY 10017 = offer expires October 9, 1987

Bl9/28




2O / DUotleCoo dftoliUreil, LT pLTllivtl 4, LJUT

Spotlight report

THIS IS THE PLACE
FOR LONG-TERM
AUTO LEASING
INSURANCE.

. Be sure. Take advantage of our extensive

experience with this difficult-to-place business. Designed
specifically for the automobile leasing/rental industry, our
program saves you time, cuts your costs, satisfies yourcus-
tomers. We do the work, you get the credit!

s Lessors Excess Liability ¢ Primary Physical Damage
e Lessors Contingent Liability e Primary Liability Coverages

PAIGE-RUANE, INC.
INSURANCE

The Irwin Building

460 N. Gulph Road

King of Prussia, PA 19406
(215) 265-4170

Physical Damage by

Motors Insurance

The Inswance People trom General Motors

e Contingent Physical Damage e Interim Car Coverages
A ¢ Residual Value Insurance

We invite your
inquiry and your
business. Write or
call Ron Ruane.

|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 acopted 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 IATIABC'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 IATIABC 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

“We spend very little time analyzing -
the complex needs of a multmatlonal SHOX!
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Photographed at Continental’s
world headquarters in New York City's

financial district.

Continental Insurance—1986

Consuolidated

Foreign Revenues $1,031,433,000

A fully computerized global broker-
age network means Continental
International can do more, in less
time, for brokers with international
clients. This computer link—and
ourlink with Continental Insurance,
the third largest U.S. international
insurance organization—enables
underwriters in Continental Inter-
national’s North American branches
o “plug into” Continental’s vast

technical expertise. Including a
team of Lead Underwriters from
our large lines property and
casualty, reinsurance, and marine
units assembled at the netwark’s
nerve center in New York.

So when you need an accurate
risk analysis, status report or other
information about complex multi-
national accounts, you can get it
within hours.

We can coordinate and package
a full range of coverages with a
single, comprehensive global pro-
gram. And we can do it in over 100

countries. This gives you a real
competitive edge in serving clients,
both U.S. and foreign based.
There's another plus too: strength
and stability. The Continental Insur-
ance organization has $6 billion in
revenues, more than $13 billion in
assets, and has been in the interna-
tional business for 20 years.
Unique capabilities, worldwide
resources. To find out more, write to:
R. E Morrison, Jr., Continental
International, 180 Maiden Lane,
New York, NY 10038. Or call
(212) 440-7438.

Continental International
We have the future covered®

Continental

- Insurance.

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 IJAIABC’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-
ruptey 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. ]



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 aec-
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

nanages 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

stablish a tax-exempt status for

nsurers is still being discussed on
he island, single-parent captives

holly owned by British com-
panies in tax-exempt domiciles are
still liable to pay tax.

Under British law dealing with
he control of foreign companies,
at least 50% of the captive’s reve-

ue must be paid to the parent

ompany in the United Kingdom,
here it is then subject to corpora-
ion 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 marine insurance

Continued on next page
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THE BEAST OF MANAGING THREE HEALTH PLANS
IS NOW IN ONE TAME PACKAGE.

Healtn care cost management doesn't have
to be wild. Because Met Life now offers a tra-
ditional fee-for-service option, a PPO option,
and an HMO option in one package—The Met
Life Multi-Option Health Plan.

Under this new plan, the entire health care
package s experience rated. So, young healthy
members are in the same plan as those who
require more health care.

pay only one bill, sinca all employees are under
asingle contract. And data on the entire plan is
always there for you to review.

Find out if The Met Life Multi-Option Health
Plan is now available in your city. Call your
broker/consultant, Met Life Group Representa-
tive or write to Neil Waldron, Metropolitan Life
Insurance Company, One Madison Avenue,
Area 24W, New York, NY 1001C.

We even keep extra paperwork down. You

€ 1987 Metropolitan Life Insurance Cempany, NY NY

GET MET. IT PAYS.

Metropolitan Life
AND AFFILIATED COMPARNIES

SNOOPY: © 1958 United Feature Syndicate. Inc
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Free:

THE FACTS ABOUT STRUCTURED
SETTLEMENTS TO GIVE YOU AN EDGE.
—_———e———e——

ALL HUVER AND ASSOCIATES. We pioneered the use of

structured 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 our corporate capabilities brochure on how
you can add a proven professional structured settlement specialist
to your negotiation team, call Myles McDonald today at (215) 565-
8580. Outside of PA (800) 344-4041. Call today. Don't delay.
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HUVER &

ASSOCIATES, INC.

Structured Settlement Specialists

PHILADELPHIA HOME OFFICE:
610 E. Baltimore Pike, Suite 200
P.O. Box 1850, Media, PA 19063
(215) 565-8580

Outside PA: (800)344-4041

BRANCH OFFICES:
In Boston, New York, Tampa
and Houston

Charter Member
National Structured Settlements Trade Association
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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

—
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is no guarantee of an insurer's future dividend performance.

If you like
this number,
dial this number:

800-892-6000

Under California Law it is unlawful for an insurer to promise the future payment cf dividends under an unexpired workers compensation
palicy or to misrepresent the conditions for dividend payment. Cividends are payable only pursuant to conditions determined by the Board
of Directors ar other governing board of the Company following policy expiration. It is a misdemeanor for any insurer or officer or agent
thereot, or any insurance broker or solicitor, to promise the payrrent of future workers compensation div dends. Past dividend performance

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
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Continued from previous page

Oca Martin, both of whom will
continue as shareholders, owning
the balance of the equity.

Mr. Cisneros and Mr. Montes es-
lablished the reinsurance bro-
cerage after resigning as directors
of Frank B. Hall Re de Mexico in
April 1987.

“I believe we shall see the bene-
fits of this association not only in
the profits of the company itself,
but also in an increase in bro-
kerage volumes through C.E.
Heath to the London market,"” said
Richard Fielding, Heath's chair-
man.

Stock exchange listing

Lloyd's of London broker Lloyd
Thompson Ltd. plans to seek a full
isting on the London Stock Ex-
change next month to help the
company’s further expansion, said
Chief Executive Ken Carter.

Lloyd Thompson was formed in
1981 by Peter Lloyd and John
Lloyd, former directors of Alex-
ander Howden Insurance Brokers
Ltd. Ken Carter, formerly a direc-
tor with Sedgwick Insurance Bro-
kers Ltd. joined in 1986. The com-
pany employs 136 staffers.

Pretax profits for the company
for the year ended June 30, were
4.2 million pounds ($6.8 million),
with brokerage revenue of 9.2 mil-
ion pounds ($14.8 million) and in-
vestment revenue of 1.8 million
pounds ($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 $66.2 mil-
ion 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
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
will “facilitate mergers and acqui-
sitions and enhance our reputation
with our clients,” said Mr. Carter.

Lloyd Thompson is a wholesale
and reinsurance broker specializ-
ing in energy, hull, cargo and
North American property risks and
marine reinsurance. About 80% of
its business stems from the United
States, according to Mr. Carter.

The company intends to increase
its market share in its existing
areas of business as well as ex-
pand into aviation and non-ma-
rine reinsurance, said Mr. Carter,
who did not rule out possible bro-
kerage acquisitions in the London
market.

Meanwhile, the company hopes
to acquire a team of 17 employees
who resigned from the political
and credit risk division of Lloyd’s’s
broker Hogg Robinson & Gardner
Mountain P.L.C.. The team in-
cludes Directors Jack Barnes and
Mark Drummond-Brady.

HRGM'’s political and credit risk
division is one of the largest in the
London market, employing a total
of 180 people. The 17 brokers spe-
cialize in placing political risk in-
surance mainly at Lloyd’s and rep-
resent ‘“‘less than half” of HRGM's
political risk brokering team, said
HRGM Director Julian Radcliffe.

“Discussions are still continuing
and I would be surprised if they all
depart,” he said.

Crawley Warren

Lloyd’'s’s of London broker
Crawley Warren (Holdings) Ltd. is
seeking a full listing on London'’s
Stock Exchange next month in a
placement valued at about 25 mil-
lion pounds ($41.4 million).

News of the planned listing was
announced when Chairman Ber-
nard Warren revealed pretax prof-
its for the company of 2.4 mil-
lion pounds ($3.9 million at June
30 exchange rates) for the year
ended June 30, 1987, up from 2

million pounds ($3.1 million at
June 30, 1986, exchange rates) in
1986. Gross revenue totaled 11.5
million pounds ($18.5 million),
compared with 10.9 million pounds
($16.7 million) last year.

Crawley Warren, which was
formed in 1973 by Mr. Warren and
Alan Crawley, specializes in aero-
space insurance and accident and
health coverage for the entertain-
ment and North American profes-
sional sports industries. Other di-
visions broker reinsurance,
property and casualty and blood-
stock coverages.

Crawley Warren also owns a Ca-
nadian travel insurance subsidiary,
Voyageur, which markets products
through some 4,000 travel agents
in Canada. The company plans to
change Voyager's status from that
of a broker with binding authority
on behalf of Lloyd's's underwriters
to that of an insurance company,
underwriting for its own account,
in December.

Some 90% of Crawley Warren's

brokerage revenue is generated in
U.S. and Canadian dollars.

“Our floatation on the London
Stock Exchange represents a natu-
ral progression in the development
of the company. Our strategy of
concentrating on specialist ‘niche’
insurance brokering activities will
continue,” said Mr. Warren.

Steinart resigns

Bernard Steinart, deputy chair-
man of Alexander Howden Ltd.,
has resigned from the company to
pursue other interests, according
to a statement from AHL.

Mr. Steinhart was “one of the
original and principal architects of
the new Alexander Howden Ltd.,
formed in June 1984, and has
played a significant role in its dra-
matic growth,” the statement says.
Since that time, the company’s
staff has grown to 800 from 80, a
company spokesman said.

Mr. Steinhart ‘‘has a wide range
of business interests and has de-

cided to concentrate his time on
their continued development,” said
the statement. He will not be re-
placed as deputy chairman, said a
spokesman.

Mr. Steinhart, whose resignation
was effective Sept. 4, could not be
reached for comment.

Comings & goings
Richard Lay has been ap-
pointed joint managing director of
Heath Fielding LMX Ltd., the
London market excess-of-loss bro-
kering subsidiary of Lloyd’s’s of
London broker C.E. Heath P.L.C.
Gilliat, Scotford & Hayworth Ltd.
has appointed Michael Manning
as underwriter of Lloyd's of Lon-
don non-marine syndicate 56 ef-
fective Jan. 1, 1988. He will suc-
ceed David Chambers, who is re-
tiring. Also, Andrew 0. Ramage
was appointed a director of the
company on Sept. 1 and deputy
underwriter of non-marine syndi-
cate 56. m
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Blood banks form risk retention group

By DEBORAH SHALOWITZ

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

I Risk retention roundup |

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. Deductiblzes 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-

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
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study to Great American, however,
the insurer “wasn’t impressed,"
Mr. Clark said.

Mr. Clark attributes Greaf
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 ar
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 O.
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.

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 oz
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 Greatf
American would opt instead to in-
sure through the risk retention
group, making the group’s annual
premium flow during its first yeai
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. @®
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Panel urges incentives
to prefund retiree benefits

By JERRY GEISEL

WASHINGTON—Employers
should be given tax incentives to
prefund their retiree health care
benefits, a federal task force rec-
ommends.

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 employers to
expand benefit programs, accord-
ing to the report.

‘Tax-favoring 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. ]

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 BI does.

Call Margaret Hikido today for ad rates and
space reservations: (312)649-5340.

services guide

136,500

executives turn to this
spot every week.

With the right partner,
you'll have smooth sailing.

ST
i T

best way to test
the waters.

Introducing Partners Plus.
We'll help you discover the
potential of Group Long Term

Disability.

With Partners Plus from Employers
Reinsurance, you can quickly tap
into the booming GLTD market.

i C  hristopher

v Columbus
and Queen [sabella
proved that a good /

partnership is the

7

we don’t compete with you in the
markesplace.
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.

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,

=" Employers Reinsurance Corporation



SR/ DUWSETECos Lleo bl Liile, DCTPLTIUIVUEL U, LJOH

IR

NKO o

“_..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, Panning,
Action—Hewitt, Coleman’s CAPA program—the results can be luminous!

Call 1-800-421-9139 In S.C, call 1-242-4350

P.O. Box 3665, 2717 Poinsett Highway, Greenville, SC 29508
with Branches and affiliated offices in major cities.

UNDERSTANDING /

WERSOHM * PROFESSIONAL - CREATIVE '

\ GLOBAL

The first step in any communication process
WA is UNDERSTANDING. In so many corporate
\ \ dealings today, the approach is distant

and impersonal.
\ But at Global Special Risks, we understand
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 Property accounts,
talk to Global. We understand.

7

-

Global Special Risks, Inc.
2610 Edenborn Ave., PO. Box 6495
Metairie, Louisiana 70009
504-455-7874 | Telex 587452

Global Special Risks
Insurance Services

3250 Wilshire Blvd,, Suite 1111
Los Angeles, Catifornia 90010
(213) 387-2099 / Telex 6831852

Global Special Risks, Inc. Global Special Risks

Of Texas Insurance Services
suite 2120, One Lincoln Plaza, San Francisco ;
Lock Box 32 Merchants Exchange Buildirg

Dallas, Texas 75201
214-954-3544 / Telex 6829263

Suite 410 465 California Stre
sSan Francisco, California 941
415-421-4544 | Telex 98949

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
more computers, he added.

The increased surveillance is
needed because insurer insolvencies
remain one of the primary problems
facing insurance regulators, officials
agreed.

In need of “immediate” attention
are 234—or 9.3%—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 10.8%—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, alsc
reported to the Examination and Oversight Task Force that 335—or
13.2%—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

Raising data base
fees is the ‘most
significant thing’

done at the meeting,
says Mr. Muhl.
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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 companies 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 (B],
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. a
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One call to the Administrators Network is all it takes. We're a
nationwide network of approved Third Party Administrators,

FINDING A SUCCESSFUL TPA
IS JUST A MATTER OF PUSHING
THE RIGHT BUTTONS.

and we can put you in touck with just the night TPA to meet

your needs.

Currently 18 organizations strong, the Administrators Net-
work serves over half a mill:on employees from coast to coast.

And that's just the
provides:

beginninz. Each of our TPA members

« Quality, multiple carriers offering a wide range of insur-

ance options

- Conventional insurance coverage to self-funded packages

« Timely, cost efficient claims handling

- Localized people-to-people service

» Proven flexibility

« Access to PPOs, utilization review and other cost con-

trol measures

The next time you need a proven Third Party Administrator
(or would just like to know more about the Administrators
Network), give us a call at 1-800-237-2921. We’ve brought
together over 300 years of experience in third party adminis-
tration. Right to your fingertips.

ADMINISTRATORS
EERAETWORK

1-800-237-2921
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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
expense, provide computer data, inves-
tigate, recommend defense counsel,
locate expert witnesses, monitor your
case with monthly reports, and, if
necessary, negotiate.

We also help arrange structured
settlements when necessary. However,
were not settlement oriented. Our
main goal is to defend the integrity
of your product.

Please write down our
phone number and use
it. We'll help you defend
your product in more
ways than one.

Countrywide
Services
~ Corporation

Specializing in product
liability claims management.
11933 Westline Drive, St. Louis, MO 63141, 314/878-3306

OV / DUsEiEoy Llltoullurnlc, QTPLCIIIULL 4O, L7091

Texas decision

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 the jury had found for Mr. Greer on both the
negligence and misrepresentation causes of action, the
trial court judge disre-

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.

garded the misrepresen-
tation finding but left
the award intact.

The appellate cour?
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 acddition to holding a B-plus Best's rating when
the policy was written, PIC was paying its claims

‘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.

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&O 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&O 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.” &

Safety Mutual Casualty Corporation
is celebrating a 45-year partnership
with America’s top Independent
Insurance Brokers.

It’s an anniversary we’re proud of.

As a leading underwriter of excess
workers compensation insurance, Safety
Mutual Casualty Corporation means...

« A.M. Best Company Rating for 1987
B+,ClassV

¢ $172 million in assets
« Self-Insurers Bonds in admitted states

« Specialists in workers' compensation tor:

Municipalities

Hospitals, Colleges and Institutions

School Districts
Industry

» National field marketing team

* A “can-do" attitude that means
prompt and convenient response
to your request for quotations.

CALL THE EXCESS WORKERS’
COMPENSATION PROFESSIONALS.

Safety Mutual

Casualty Corporation
1034 S.Brentwood Blvd.
St. Louis, Missouri 63117
314/862-4500

Ask for Mark Wilhelm,
vice president—
underwriting.
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Datebook

OCT. 5-6. Environmental Risk Management.
Course: Minimizing and Insuring Against
Pollution Liability Exposures conference in
Washington, D.C., sponsored by Executive En-
lerprises Inc.; $875; $775 for additional regis-
rants from same organization. Executive En-
lerprises Inc., 22 W. 21st St., New York, N.Y.
10010-6904; B00-223-0787; 800-831-8333 within
New Yark.

DCT, 5-6. ERISA II: Preparing for Major
Pension & Benefit Changes in the 100th Con-
gress conference in Washington, D.C., spon-
sored by the National Employee Benefits Insti-
lute; no charge to single NEBI member
representatives; $100 for additional NEBI mem-
ser representatives; $395 for non-members. Na-
lional Employee Benefits Institute, 2445 M St.
N.W., Suite 400, Washington, D.C. 20037; 800-
358-7258.

DCT. 5-6. Health Care Cost Containment
workshop in Beston, sponsored by the Health
Research Institute; $495. Also Oct. 26-27 in San
Francisco; Nov.8-10 in New York; and Dec. 7-8
in Chicago., Health Research Institute, 1600 S.
Main Plaza, Suite 170, Walnut Creek, Calif.
34596; 415-676-2320.

DCT. 5-1. Insurer Solvency Assessment con-
ference in London, sponsored by the Insurance
% Reinsurance Research Group Lid.; 506 pounds
‘approximately $832), Carcline Atkinson, Insur-
ance & Reinsurance Research Group Lid.,
Bridge House, 181 Queen Victoria St., London
EC4V 4DD; 01-236-2175,

OCT. 5-7. Employee Benefits: Concepts,
Planning and Administration course in Den-
ver, sponsored by the Risk & Insurance Manage-
ment Society Inc.; $540 for RIMS members; $640
for non-members. Fran Jordan, Risk & Insur-
ance Management Society Inc., 205 E. 42nd St.,
New York, N.¥. 10017; 212-286-9292.

DCT. 6, Quality Assurance & Utilization
Management: Partners in Managed Care se-
minar in Monterey, Calif., sponsored by the
American Medical Care & Review Assn.’s Medi-
=al Issues Section; $2350 for AMCRA members;
5350 for non-members. American Medical Care
R Review Assn., 5410 Grosvenor Lane, Suite
210, Bethesda, Md. 20814; 301-453-9552.

OCT. 6-7. Product Safety and Liability Pre-
vention: The Role of Warnings course in
Madison, Wis., sponsored by the College of En-
zineering at the University of Wisconsin-Madi-
son; $695; $645 less coursebook. Engineering
Registration, The Wisconsin Center, 702 Lang-
don St., Madison, Wis. 53706; 800-262-6243;
300-362-3020 within Wisconsin.

DCT. 6-7. Ergonomics and Job Modification
zourse in Long Grove, Ill., sponsored by Na-
ional Loss Control Service Corp.; $250. Shari
Falkenburg, National Loss Control Service Or-
ganization, K-3, Long Grove, 1ll. 60049-0075;
100-323-9585; 312-540-2331 within Ilinois.

DCT. 6-7. Personnel Law Update 1987 se-
minar in Boston, sponsored by the Council of
Education in Management; $495; $475 each for
lwo or more from the same organization. Also
Dct. 78 in Denver; Oct. 13-14 in Philadelphia;
Det. 14-15 in Chicago; Oct. 20-21 in Los An-
geles; Oct, 27-28 in Seattle; Nov. 4-5 in Detroit,
Morristown, N.J., Honoluly; Nov. 10-11 in San
Diego; Nov. 17-18 in San Jose, Calif., Minneapo-~
is; Dec. 1-2 in Tampa, Fla.; and Dec. 89 in
Phoenix, Ariz. Karen Nelson, Council on Educa-
ion in Management, 321 Lennon Lane, Walnut
Creek, Calif. 94598; 415-934-8333.

DCT. 7. Health Improvement/Wellness
workshop in 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.
94596; 415-676-2320.

DCT. 7. Agency Captives seminar in Austin,
Texas, co-sponsored by Rossiter Blumentritt
Consultants and Cayman Business Services;
p50; $65 at the door. Rossiter Blumentritt Con-
sultants, P.O. Box 12844, Austin, Texas 78711;
312-472-7659.

DCT. 7. Advanced “Post Graduate” Cost
Management workshop in Boston, sponsored
by the Health Research Institute; $250. Also
Det. 28 in San Francisco; Nov, 11 in New York;
aind Dec. 9 in Chicago. Health Research Insti-
ute, 1600 S, Main Plaza, Suite 170, Walnut
Creek, Calif. 94598; 415-676-2320.

DCT. 7-8. Fourth Annual Banks and Insur-
ance Conference in New York, sponsored by
Executive Enterprises Inc.; $875; $775 for addi-
lional registrants from same organization. Exec-
utive Enterprises Inc., 22 W, 21st St., New York,
N.Y. 10010-6904; 800-223-0787; 800-831-8333
within New York.

DCT. 71-9. American Medical Care & Review
Assn.’s 16th Annual Conference and House
of Delegates in Monterey, Calif.; $575 for
AMCRA members; $675 for non-members; $175
for spouses/guests. American Medical Care &
Review Assn., 5410 Grosvenor Lane, Suite 210,
Bethesda, Md. 20814; 301-493-9552.

DCT. 7-9. Recognition of Accident Potential
in the Workplace Due to Human Factors
course in Los Angeles, sponsored by the Insti-
ute of Safety & Systems Management at the
University of Southern California; $435. Insti-
ute of Safety & Systems Management, USC,
Office of Extension and In-Service Programs,
3500 S. Figueroa St., Suite 202, Los Angeles,
Calif. 90007; 213-743-6523.

DCT. 7-10. Ninth Annual Meeting of the
American Society for Healthcare Risk Man-
agement of the American Hospital Assn. in
New Orleans; $400 for ASHRM members and

Healtheare Risk Management Council of New
Orleans members; $340 for additional members
from the same organization; $470 for non-mem-
bers ($70 can apply toward ASHRM member-
ship); $410 for additional non-members from the
same organization; $145 for full-time students.
American Hospital Assn., P.O. Box 98946, Chi-
cago, Il 60693; 312-280-6083.

OCT, 8. Assessing Vendors (HMOs, PPOs,
Utilization Review Firms, ete.) workshop in
Boston, sponsored by the Health Research Insti-
tute; $250. Also Oct. 29 in San Francisco; Nov.
12 in New York; and Dec. 10 in Chicago. Health
Research Institute, 1600 S. Main Plaza, Suite
170, Walnut Creek, Calif. 94596; 415-676-2320.

OCT. 8. Cost Containment Through Commu-
nications and Education workshop in Boston,
sponsored by the Health Research Institute;
$250. Also Oct. 29 in San Francisco; Nov. 12 in
New York; and Dee. 10 in Chicago. Health Re-
search Institute, 1600 S. Main Plaza, Suite 170,
Walnut Creek, Calil. 94596; 415-676-2320.

OCT. 8. Professional Indemnity-Today and
Tomorrow conference in London, sponsored by
the Insurance & Reinsurance Research Group
Ltd.; 170 pounds (approximately $280) plus
VAT. Insurance & Reinsurance Research Group
Ltd., Bridge House, 181 Queen Victoria Sf.,
London EC4V 4DD; 01-236-21175.

OCT. 8-9. Labor/Management Cost Contain-
ment workshop in Boston, sponsored by the
Health Research Institute; $495. Also Oect. 8-9
in Boston; Nov. 12-13 in New York: and Dec.
10-11 in Chicago. Health Research Institute,
1600 S. Main Plaza, Suite 170, Walnut Creek,
Calif. 94596; 415-676-2320.

OCT. 8-9. Advanced Trial Technigues in
Medical Malpractice Cases seminar in San
Francisco, sponsored by the Practising Law In-
stitute; $390. Practising Law Institute, Depart-
ment BA-105, 810 Seventh Ave., New York, N.Y.
10019; 212-765-51700, extension 271.

OCT. 9. Offshore Captive Formation seminar
in Dallas, co-sponsored by Rossiter Blumentritt
Consultants and Cayman Business Services;
$50; $65 at the door. Rossiter Blumentritt Con-
sultants, P.O. Box 12844, Austin, Texas 78711;
512-472-7659.

OCT, 9. Current Trends in the Legal En-
vironment of Workers Compensation se-
minar in New York, sponsored by the National
Council on Compensation Insurance; $165 for
NCCI members; $205 for non-members. Mary
Ellen Robinson, National Council on Campensa-
tion Insurance, 1 Penn Plaza, New Yark, N.Y.
10119; 212-560-1066.

OCT. 11-14. Remembering the Past. . .Anti-

cipating the Future: The Society of Char-

tered Property & Casualty Underwriters’
43rd Annual Meeting and Seminars in San
Antonio, Texas; $325 for Scciety of CPCU mem-
bers, $170 for spouses/guests. Society of CPCU,
Kahler Hall, Providence Road, CB#9; Malvern,
Pa. 19355-0709.

OCT. 11-14. Risk Management Forum: Asso-
ciation Europeean des Assures de 'Indus-
trie and the Risk & Insurance Management
Society Inc. International Conference in
Monte Carlo; 2,300 French franes {approxi-
mately $381) for university members or stu-
dents; 4,600 French francs (approximately $761)
for bers of a risk mar t department;
6,300 French franes (approximately $1,043) for
insurers, brokers, adjusters and other profess-

ions other than those listed. AEAI/RIMS Monte
Carlo Conference, SOCFI, 14 Rue Mandar, 75002
Paris, France.

OCT. 11-16. Fundamentals of Employee Ben-
efits Management conference in Brookfield,
Wis., sponsored by the International Foundation
of Employee Benefit Plans; $900. Registrations
Department, International Foundation of Em-~
ployee Benelit Plans, P.O. Box 69, Brookfield,
Wis. 53008-0069; 414-786-6700.

OCT: 12-16. Management and Administra-
tive Skills for the Oc¢cupational Safety and
Health Professional course in Los Angeles,
sponsored by the Institute of Safety & Systems
Management at the University of Southern Cali-
fornia; $735. The Institute of Safety & Systems
Management, University of Southern California,
Office of Extension and In-Service Programs,
3500 S. Figueroa St., Suite 202, Los Angeles,
Calif. 80007; 213-743-6523.

OCT. 14. Complying With COBRA: The
Final Regulations workshap in Chicago, spon-
sored by the Illinois State Chamber of Com-
merce; $45 for ISCC members; $70 for non-
members. Carol Jensen, Illiois State Chamber of
Commerce, 20 N. Wacker Drive, Chicago, I11.
60606; 312-372-7373.

OCT. 14-15. Constructing, Processing and
Marketing Variable Insurance Products con-
ference in New York, sponsored by the Institute
for International Research Inc.; $885. Institute
for International Research Inc., 310 Madison
Ave., Suite 1212, New York, N.Y. 10017; 800-
345-8016; 212-883-1770,

OCT. 14-15. Emerging Technology-The Tm-
pact on Product Safety, Insurance and Criti-
cal Business Decisions conference in Stam-
ford, Conn., co-sponsored by the National
Safety Council and the Engineering & Safety
Service of the American Insurance Services
Group Inc.; $300 for members; $400 for non-
members, Edward S. Charkey, American Insur-
ance Services Group Inc., 85 John St., New
York, N.¥. 10038; 212-669-0400.

OCT. 14-16. New Age Retirement Planning
workshop in Mew Orleans, spensored by Retire-
ment Advisors; $495; $395 if registration is
made three weeks in advance. Also Nov. 11-13
in New York. Retirement Advisors, 919 Third
Ave., New York, N.Y. 10022; 212-421-2400.

OCT. 14-16. Fundamentals of Property and
Casualty Reinsurance Agreements confer-
ence in New York, sponsored by Executive En-
terprises Inc.; $975; $875 for additional regis-
trants from same organization. Also Neov.
11-13 in Los Angeles. Executive Enterprises
Inc., 22 W. 21st St.,, New York, N.Y. 10010~
6904; 800-223-0787; 800-831-8333 within New
York.

OCT. 15. Risk Management and Safety Tech-
nigues for Public Agency Recreation Pro-
grams and Facilities seminar in Anaheim,
Calif., sponsored by Risk Management Se-
minars; $150 in advance; $175 at the door. Also
Oct. 29 in Pleasanton, Calif.; Nov. 18 in Sacra-
mento, Calif.; Nov. 19 in Fresno, Calif. Risk
Management Seminars, P.O. Box 1601, Sonoma,
Calif. 95476-1601; 415-943-1405.
e

The Datebook is compiled from notices sent to
Business Insurance. Notices should be semt at
least eight weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St., Chicago, Il
60611-2590. Please include the price, if any, of
the meeting and information on registration for
interested readers. Business Insurance reserves
the right to select meetings of most interest to its
readers and cannot guarantee that notices will
be printed.

Earthquake facility issues quotes

Continued from page 2

Commercial insurers currently offer earthquake limits of $100
million to $150 million, depending on the risk, Mr. Clements ob-
served.

Limits offered by ELF also will increase as the facility's capital
base grows, he added.

When the insurer’s capital reaches the $1 billion mark, ELF
will effer limits of $100 million, and capacity will increase in $25
million increments for each $500 million in additional capital accu-
mulated.

For example, ELF will offer limits of $125 million when capital
reaches the $1.5 billion mark, $150 million when capital reaches the
$2 billion mark and $175 million when capital reaches the $2.5
billion mark, Mr. Clements explained.

The policies issued by ELF will all expire on the same date, 10
years from the facility’s inception. Companies joining four years
after ELF is up and running, then, would only be able to buy cover-
age for a six-year period at a pro-rated premium.

The program is designed to run only for a 10-year period, after
which ELF will be liquidated and policyholders will recover their
original contributions plus interest, less the expenses of operating
the facility, according to Mr. Clements, who described ELF as re-
sembling a trust fund more than a policyholder-owned insurance
company such as A.C.E. Insurance Co. Ltd. or X.L. Insurance Co.
Ltd.

After 10 years, ELF's policyholders may decide to incorporate a
new facility to continue the excess quake coverage program.

ELF's liquidation will allow underwriters to review the adequacy
of the facility’s one-time premiums and adjust them if necessary for
a successor facility, Mr. Clements said.

He added that the one-time, 10-year premium is expected to be
similar to—or less than—the cost of earthquake coverage written by
commercial insurers if the coverage were available over a 10-year
period, though he would not say what an average premium might
be.

Premium quotations have been issued to corporations with in-
sured values ranging from $213 million to $13 billion, he said.

ELF will earn one-tenth of the 10-year premium each year.

Morgan also is offering a premium financing program allowing
policyholders to borrow funds to pay for the coverage at a guaran-
teed rate, Mr. Clements said.

ELF will be managed by Marsh & McLennan (Barbados) Ltd.,
though Jack W. Cates, former president and chief executive officer
of Industrial Risk Insurers, will act as ELF’s Bermuda-based under-
writing consultant, aceording to Mr. Clements.

Mé&M will receive an annual fee for managing ELF, while Morgan
will receive a fee based on initial capital and premiums raised for
the facility, he said.

TRUCKING

LIABILITY

+24 HOUR EMERGENCY
SERVICES - CALL TOLL
FREE

+ CLAIMS INVESTIGATIONS

+SPILL CLEAN-UP
SERVICES

* ACCIDENT
RECONSTRUCTION

Is Trucking Your Liability?
Call 1-(800) 521-5059

RILEY & FLEMING
Adjusters Ltd.
Trucking Specialists

We’re The Logical Claims Alternative
for Self-Insured Trucking Companies
and Insurers.

Comprehensive Services

% FAX (215) 891-0957
P.0. BOX 999, MEDIA, PA 19063 USA
Serving the Trucking Industry for over a quarter of a Century

+ PHYSICAL DAMAGE
APPRAISALS

» WORKERS’
COMPENSATION

* GENERAL LIABILITY
+SIR AUDITING
* SPECIAL SERVICES

* PA * NJ =
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Coopers
&Lybrand

1987
Insurance Industry
Seminar
“The View From The Top”
Coopers & Lybrand's 1987 insurance industry seminar will explore

the challenges facing the insurance industry and examine the plans
companies are making to deal with them.

Keynote Speakers:

New York - October 20: Maurice R. Greenberg

CEQ, American International Group, Inc.

Chicago - October 21: Daniel J. MacNamara

President, Insurance Services Office

William M. McCormick
President, Fireman's Fund Corp.

San Francisco - October 23

Panel Discussicns will feature C&L insurance industry leaders
and prominent insurance executives.

* Implications of tax reform

¢ AIDS and the insurance industry

¢ Reinsurance concerns

Results of a specially commissioned Louis Harris survey of
insurance leaders will be presented.

Registration fee: $100

For attendance information, call Jeanne Saffer, Coopers & Lybrand
{(212) 536-2210

‘glo_o ers

C&L rand
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NYIE syndicates

Continued from page 1

Under exchange rules, syndi-
cates considering withdrawal in
1988 had to file notices of their in-
tent by Sept. 1. Such notices may
be provisional, and syndicates fil-
ing them may later decide to re-
main on the exchange.

By Oct. 1, syndicates definitely
planning to withdraw must have
ceased underwriting and notified
other exchange members.

Brougher and Wall Street Inves-
tors last week had not yet decided
whether they will follow through
on the notices of intent and ac-
tually withdraw, according to
Betsy Brougher-Ayers, president of
North Atlantic Treaty Managers
Inc., which acts as Brougher Syn-
dicate’s manager and provides
some management services to Wall
Street Investors.

Brougher Syndicate was the ex-
change’s 10th-largest based on
1986 gross premium volume of $9.6
million. Wall Street Investors is
currently running off its business,
Ms. Brougher-Ayers said.

Another syndicate managed by
North Atlantic Treaty, Kansa-
Brougher Syndicate Inc., has not
filed a notice of intent to with-
draw, she added.

Home Re Syndicate, however,
will definitely withdraw from the
exchange, according to James M.
Meenaghan, president of The Home
Insurance Co.

“It has not proven to be a really
worthwhile activity for us,” Mr.
Meenaghan said. “We have a very
fine reinsurance company in (U S.
International Re Inc.) to conduct
our reinsurance activities, and
there really is not much advantage
to be gained by being there.”

Home Re Syndicate was NYIE’s
fifth-largest based on 1986 gross
premiums of nearly $13 million.

Five other syndicates had earlier
confirmed filing notices of intent
to withdraw: The 1792 Co., peren-
nially the exchange’s largest syn-
dicate; Allianz Syndicate Inc,, the
exchange’s ninth-largest in 1986;
Fremont Syndicate Inc.; Gamma
Re Syndicate Inc.; and Golden Hill
Syndicate Inc. (BI, Sept. 21.)

Of these, Fremont and Golden

Insurance services guide

CASUALTY ACTUARIES, INC.
Robert F. Lowe F.CAS, MAAA, F.CA
 Loss Reserve and Rate Evaluations for
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Hill have confirmed they definitely
will withdraw from the exchange,
syndicate officials say.

Exchange sources say that two
other syndicates also filed noticss
of intent, though officials of these
syndicates could not be reached to
confirm the notices.

Syndicate observers express the
hope that a few of the syndicatas
filing notices may ultimately da-
cide to stay on the exchange.

Meanwhile, Brougher Syndicate
and Wall Street Investors Ziled
their lawsuit against the security
Zund and the exchange Sept. 18,
while Senate Syndicate filed its
suit Sept. 21.

All three syndicates have ob-
tained temporary restrainirg
orders blocking drawdown of their
security fund contributions pend-
:ng a decision on the petitions, az-
cording to Elliott M, Kroll, a part-
ner with the New York firm of
Xroll & Tract, representing the
shree syndicates.

Citing several sections of the ex-
change constitution, the two peti-
tions charge the security fund and
the exchange did not follow propar
procedures in the drawdown.

Among other things, the consti-
tution provides that the securizy
fund will cover ‘“‘unpaid con:ra:z-
tual obligations” of inseolvent um-
derwriting members, the petizions
point out.

Unpaid obligations are defined
as those that the New York insur-
ance superintendent certifies as
unpaid after the application of the
insolvent syndicate’s capital ard
surplus and other assets, including
its initial $500,000 security furd
deposit. The constitution also pro-
vides that claims against the secu-
rity fund will be paid first from the
surcharge fund and then, to the ex-
tent necessary, from the deposit
fund.

The security fund board in-
formed members Sept. 3 that it
would draw down the syndicates’
8500,000 deposits after determin-
ing—on the basis of the actuarial
report by the Tillinghast Div:sion
of Towers, Perrin, Forster &
Crosby Inc.—that the surcharge
fund would not be adequate to
cover the net liabilities of the ex-
change’s insolvent syndicates.

Of eight syndicates declared in-
solvent by the exchange’s board of
governors since last summer, only
one—Heartland Group Inc.—has
been ordered liquidated by a New
York court.

L:quidation petitions are pend-
ing against three others: Burt Syn-
dicste Inc., First New York Syndi-
cate Corp. and Realex Group N.V
In addition, the exchange recently
asked the New York Insurance De-
pariment to petition for the liqui-
dation of KCC New York Syndi-
cate Corp., Pine Top Syndicate Inc
and U.S. Risk Inc.

An eighth syndicate, Candor
Syndicate N.V., has obtained ar
injunction against liquidation pro-
ceedings.

rougher, Wall Street Investors
and Senate note in their lawsuits
that the deposits were drawn dowr:
despite the fact that the security
fund has not yet incurred any lia-
bilities, since the New York su-
perintendent has not yet certified
any of the insolvent syndicates’
obligations as unpaid.

The deposits also were drawn
down before exhaustion of the sur-
charge fund, the petitions note.

A~ a Sept. 8 meeting of under-
writing members, security fund
directors said that the drawdown
was based on the results of the Til-
linghast report, but “‘refused tc
idertify the purportedly insolvent
und=rwriting members or to pro-
vide documentary proof of their in-
solvency,” the suits say.

Security fund directors also said
at the meeting that they intend tc
use tae surcharge and deposit
funds to buy reinsurance for the
runoff of the insolvent syndicates’
liabilities “from a foreign, non-ad-
mitted underwriter or un-
derwriters with no office and place
of business in (the) United States,”
the suits allege.

The exchange is currently work-
ing on a bailout plan for the insol-
veni syndicates that would involve
conso_idation of their assets and
liabilities into a single runoff syn-
dicate known as Syndicate 100 (BI,
Aug. 31).

Althougk the security fund
drawdown was unrelated to the
Syndicate 100 plan, exchange
souc-cas have said that security
fund money could be used to sup-
port the plan.

The three syndicates claim they
woulc be irreparably harmed if
their funds are allowed to be paid
to non-admitted reinsurers, adding
that they could not recover dam-
ages from the exchange or NYIE
Security Fund Inc., since both are
not-for-profit corporations.

The drawdown also would hurt
the three syndicates’ ability to do
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business, since they—like all ex-
change syndicates—include their
$500,000 deposits as part of their
surplus, the suits claim.

The petitions ask for an injunc-
tion barring the exchange and the
security fund from using the three
syndicates' contributions to the de-
posit fund and the surcharge fund.

However, in court papers filed
last Tuesday, Mr. Foley asserted
that the security fund board had
acted within its authority under
the exchange constitution.

The constitution provides that il
the board ‘‘determines that the
surcharge fund is, or is likely to be,
insufficient to satisfy the obliga-
tions of the security fund,” it will
notify the exchange or banks hold-
ing syndicates’ deposits to transfer
the deposits to the security fund.

The board is empowered to re-
quire transfer of as much of the de-
posits “‘as it deems necessary or
appropriate to reasonably assure
that the security fund will be able
to meet its obligations.”

After review of the draft Til-
linghast report, the security fund
board concluded that the sur-
charge fund would be inadequate
and that the all of the deposits
should be drawn down, Mr. Foley
said in an affidavit.

The Tillinghast report found
“the liabilities of six of the eight
insolvent underwriting members
less their assets exceeded the com-
bined surcharge fund and deposit
fund by a ratio of at least 3-to-1
with room for possible deteriora-
tion,” the affidavit says.

The exchange constitution in-
cludes no provision allowing syn-
dicates to recover any part of their
contributions to the surcharge
fund, Mr. Foley's affidavit adds.

Mr. Foley denied in the affidavit
that he or another security fund
director present at the Sept. &
meeting ever said that they in-
tended to use security fund assets
to buy reinsurance from a non-ad-
mitted reinsurer.

When Mr. Kroll asked at the
meeting for the names of the insol-
vent syndicates, it was pointed oul
that they had been identified in the
Aug. 31 issue of Business Insur-
ance, according to the affidavit
Peter Bickford, former exchange
vp and general counsel, then read
the names aloud, the affidavit
says.

In papers filed with the affidavit
the security fund seeks courl
orders dismissing the three syndi-
cates’ petitions.

Meanwhile, the exchange has in-
formally asked the syndicates tc
drop the exchange as a respondent
in the petitions, in part because the
security fund board and not the
exchange board decided on the
drawdown and because the ex-
change has no control over security
fund assets, according to A. Wil-
liam Urquhart, exchange vp and
general counsel.

He added that if the exchange is
not removed as a respondent, il
also will file papers to dismiss the
petitions.

Separately, exchange syndicates
reported total gross written pre-
miums of $106.8 million for the
first half of 1987, down 23.5% from
$139.6 million in the first half of
1986.

However, the syndicates re-
ported net income of $3.7 million
compared with a loss of $8.4 mil-
lion for the year-earlier period.
The aggregate combined ratio for
the first six months of 1987 was
116.7%; compared with 124.1% for
all of 1986.

Experience was better for the
exchange's active syndicates,
which accounted for 80% of first-
half gross premiums and which re-
ported net income of $6.6 million
and a combined ratio of 102.2%
for the first six months,

Aggregate policyholders surplus
for all exchange syndicates totaled
$244.7 million at June 30, down
slightly from $246.2 million at
March 31. n
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Maine officials search
for comp crisis solution

By MEG FLETCHER

AUGUSTA, Maine—Maine officials are grappling
with how to keep the state’s workers compensation
market operating in the wake of announcements from
dinsurers writing nearly 60% of the market that they
plan to withdraw from the state.

But there is no easy way to resolve what a spokes-
man for Gov. John R. McKernan Jr. describes as “‘ob-
viously serious problems” in the state’s workers com-
pensation market, observers say.

Last week, Maine Insurance Superintendent Joseph
A. Edwards approved Aetna Casualty & Surety Co.’s
plans to withdraw beginning Dec. 31, bringing to 11
the number of insurers or insurer groups that will
stop accepting workers compensation risks through
the state’s workers compensation assigned risk plan
at year-end because of inadequate rates (BI, Sept.
21).

Those 11 insurers represent about 27% of the Maine
market, according to figures released by the insurers
and the Insurance Department.

In addition, Mr. Edwards is still considering re-
quests by three affiliates of Boston-based Liberty Mu-
tual Insurance Cos., which write about 32% of the
state’s workers compensation risks, to pull out of
the market.

In addition, three more of the 100 remaining insurers
have scheduled appointments with Mr. Edwards, pos-
sibly to announce their intentions to withdraw, he
said.

Insurers contend that workers compensation insur-
ance in Maine is highly unprofitable becausg of inade-
quate rates and substantial losses from employers in
the state’s assigned risk plan, through which most
Maine employers buy

There is really no financial incentive for employers
to practice loss control to cut workers compensation
costs, Mr. Johnston said.

Employers are not hurt by poor loss experience be-
cause rates in the assigned risk plan are capped. And,
employers with good loss experience do not get a rate
reduction, because insurers feel they are not being al-
lowed to charge enough to begin with.

Employers with good loss histories that are forced
into the assigned risk plan because of a lack of market
may find that their insurance costs climb 600% to
800%, the employer coalition’s Mr. Johnston said.

The situation in Maine is “dismal,” an Aetna spokes-
man said.

“It is deteriorating as each moment ticks on,” the
NCCI’s Mr. Burton said.

Insurers, which have complained that rates were in-
adequate in recent years, say that they are about
290% below what they should be.

Insurers’ losses, expenses and dividends exceeded
direct premiums by 118.9% in 1986, according to
NCCI's Mr. Borba.

Insurers’ losses, expenses and dividends exceeded
premiums by 57.98% between 1976 and 1985, Mr.
Borba said.

“We believe that the Maine workers compensation
system is economically unsound,” said a statement by
Raymond W. Stahl, senior vp of Travelers Corp.

For example, over the past three years, Travelers
says its total losses in the Maine work comp market
were $10 million greater than its earned premiums.

“It pays out much more than it allows to be taken
“The Maine system pays first-class benefits at
fourth-class prices,” Mr. Stahl said.

“It is virtually impos-

in

their insurance. Mr. Ed-
wards held a hearing
last week on rate ade-
quacy but made no de-
cision.

The assigned risk
plan is critical to
Maine’s workers com-
pensation market be-
cause no insurer has
written voluntary poli-
cies since June, Mr. Edwards said. If the voluntary
workers comp market does not return, all employers in
the state will be in the assigned risk plan by June 1,
1988, he said.

In 1986, insurers participating in the assigned risk
plan wrote coverage for 80% to 90% of all employers
in the state, but those employers paid only 46.4% of all
workers comp premiums, according to Philip Borba,
assistant vp of the National Council on Compensation
Insurance. The insurers must accept risks from the
plan in proportion to their share of the voluntary
market. :

“It has just hit home that insurance companies are
moving out,” said a spokesman for Senate Majority
Leader Nancy Randall Clark. “There is a movement to
do something now to prevent that.”

However, Peter Burton, director of government af-
fairs in New England for the NCCI, said: “‘The Legisla-
ture is as polarized on the issue today as they have
been over the past few years. You don’t see any coming
together of their minds.”

Despite the crisis situation, business leaders are still
seeking reforms to lower workers compensation rates,
while labor spokesmen refuse to accept any reduction
in benefits, Mr. Burton said.

The governor and most state legislators consider the
only other alternative—establishment of a state fund—
a last resort, according to spokesmen for the governor
and leaders of the Democratic-controlled Legislature.

‘A monopolistic state fund is not a long-term solu-
tion,” said Edward Johnston, chairman of The Work-
ers’ Compensation Reform Committee, a broad-based
employer coalition. A competitive state fund is not
feasible if there is no voluntary market with which to
compete, he added.

Gov. McKernan is reviewing his options and does not
intend to discuss workers comp during a special Legis-
lative session called for Oct. 9, the governor’s spokes-
man said.

However, the insurers’ announced withdrawals
could force the governor’s hand sometime before the
Legislature reconvenes in January, he said.

“I think everyone believes that it (a special ses-
sion) will happen,” said Joseph DiGiovanni Jr., vp of
the New England region for the American Insurance
Assn,

Mr. Edwards is developing legislative proposals to
help cope with the situation, Mr. DiGiovanni said.

Mr. Edwards declined to comment on his specific
proposals. However, he said one option is to lower
costs by reducing benefits, the number of persons who
qualify for benefits, the duration of benefits, adminis-
tration costs, insurer inefficiency and losses,

‘We believe that the Maine workers
compensation system is economically
unsound,’ says Travelers’ Mr. Stahl. ‘The
Maine system pays first-class benefits at
fourth-class prices.’

sible to operate without
any expectation of prof-
itability,” he said.

Contributing to the
insurers’ ire is a 1985
law that decreased rates
8% that year and froze
rates in 1986.

The law allowed the
insurers to increase
rates up to 10% in both

1987 and 1988.

However, a spokesman for Aetna—which says it lost
more than $38 million on Maine workers comp busi-
ness, excluding investment income, in the past five
years—said “the straw that broke the camel’s back”
was a May Kennebec County Superior Court decision.

That ruling said that as long as insurers could leave
the state, they could not claim the state was con-
fiscating their property without due process by con-
trolling rates legislatively and forcing them to write
assigned risk plan business without an adequate rate
of return.

Liberty Mutual and the NCCI, which were the plain-
tiffs in the case, are appealing it to the state Supreme
Judicial Court.

The court case prompted several insurers to file their
withdrawal plans, most of which the Insurance De-
partment accepted.

However, the requests by two Liberty Mutual affili-
ates—Liberty Mutual Fire Insurance Co. and Liberty
Mutual Insurance Co.—were rejected on Aug. 28 pri-
marily because the affiliated insurers—the largest
workers comp market in the state—wanted to cancel
policies and because its departure would significantly
disrupt the marketplace.

“We are being penalized with this ‘disruption of the
market’ argument because we have been taking more
business and more losses than anyone else in the sys-
tem,” said Liberty Mutual attorney Tom Driscoll.

Liberty Mutual units have lost $130 million after
investment income on Maine work comp business since
1981, the company says.

In addition, the Liberty Mutual companies contend
that market disruption should not be considered a fac-
tor in approving a withdrawal plan, Mr. Driscoll said.

At a department hearing last week, Liberty Mutual
protested Mr. Edwards’ rejection of two subsidiary in-
surers’ plans to leave the assigned risk plan market
earlier this month.

The subsidiaries are still participating in the state’s
assigned risk plan after a court order stymied their
efforts to cancel work comp policies written through
the assigned risk plan.

However, the subsidiaries last week canceled all po-
licies they wrote in the voluntary market. Those poli-
cyholders that were unable to obtain insurance from
other underwriters or did not self-insure were put into
the state’s assigned risk plan the next day, Mr. Ed-
wards said.

Meanwhile, Liberty Insurance Corp., another affili-
ate writing Maine workers comp insurance, filed a
plan to withdraw from the state after its assigned risk
policies expire. L

Asbestosis trigger decided

Continued from page 2

The Sept. 16 opinion involved a dispute between Cincinnati-
based manufacturer Eagle-Picher Industries Inc. and American
Motorists Insurance Co., a unit of Long Grove, Ill.-based Kemper
Group, over when an asbestos-related disease is manifested for
purposes of triggering coverage.

This latest ruling expands on the 1st Circuit's ruling in 1982 that
manifestation takes place when the disease is “reasonably capable
of diagnosis” (BI, July 12, 1982).

Following the 1982 decision, Eagle-Picher and AMICO were un-
able to resolve how to apply the ruling. .

Eagle-Picher filed a motion in the U.S. District Court in 1983,
asking it to rule that asbestos-related diseases were manifested six
years prior to diagnosis, while AMICO argued that manifestation
should be determined on a case-by-case basis.

In 1986, a U.S. District Court judge in Boston agreed with Eagle-
Picher’s interpretation of the manifestation standard. AMICO ap-
pealed this ruling to the 1st Circuit.

“We count this as a win,” said Eagle-Picher General Counsel
James Ralston, though he noted the company did not get every-
thing, including the amount of interest, it wanted.

“We reviewed the opinion and are presently considering our op-
tions,” an attorney for AMICO said last week.

AMICO wrote a total of $15 million in coverage under three $5
million policies as a first-layer excess liability insurer for Eagle-
Picher between June 1, 1973, and Oct. 10, 1975.

Eagle-Picher currently faces about 55,000 asbestos claims and
has approximately $150 million to $160 million in insurance cov-
erage remaining, Mr. Ralston said.

Railroads face $12 billion suit

NEW ORLEANS—Three class-action lawsuits seeking more than
$12 billion in compensatory and punitive damages have been filed
against several railroads and other defendants by the residents of
Gentilly, La., forced to evacuate their homes following a railroad
tank chemical fire.

A $12 billion class-action suit—seeking $2 billion in compen-
satory and $10 billion in punitive damages—was filed Sept. 9—the
day of the fire. Two additional class-action suits, seeking $100 mil-

~ lion and $5 million, were filed several days later.

The suits name Jacksonville, Fla.-based CSX Transportation Inc.;
Norfolk, Va.-based Norfolk Southern Corp. and affiliates Southern
Railway Co. and The Alabama Great Southern Railroad; and Chi-
cago-based Illinois Central Gulf Railroad Co.

Also named are tank car owner GATX Corp. of Chicago and two
GATX subsidiaries; the New Orleans Terminal Co.; New York dis-
tributor Mitsui & Co. USA Inc.; and the city of New Orleans.

CSX is self-insured for up to $25 million, a company spokesman
said. But the spokesman would not comment on whether the Jack-
sonville, Fla.-based railroad was still a participant in Railroad
Assn. Insurance Ltd., which writes excess liability insurance for
railroads. Bermuda-based RAIL provides participants $50 million
excess of $50 million liability coverage for third-party liability,
evacuation, sudden and accidental pollution and liability under the
Federal Employers Liability Act. CSX was a RAIL participant in
November 1986 (BI, Nov. 3, 1986).

An ICG spokesman would not comment on the railroad’s insur-
ance program.

A Norfolk Southern spokesman was unavailable for comment.

The $12 billion suit alleges that after the fire erupted in a 30,000-
gallon tank car of butadiene, the chemical leaked into nearby
sewers and spread toxic fumes throughout the neighborhood, fore-
ing the local residents to evacuate.

The National Transportation Safety Board is conducting an in-
vestigation into the incident, but no cause has yet been determined,
said an NTSB spokesman.

There were no serious injuries or deaths reported, the NTSB spo-
kesman said.

Suit against clergy ruled valid

LOS ANGELES—The California Court of Appeals for the 2nd
District has ruled that a suit alleging that church pastors were
negligent in their counseling of a man who committed suicide is
valid.

In the suit, Nally vs. Grace Community Church of Sun Valley,
Calif., Walter J. and Maria Nally blame the pastors of a fundamen-

[talist church for not insisting that their son, 24-year old Kenneth

Nally, seek psychiatric help when he revealed he intended to
commit suicide, according to the appellate court decision. The
Nallys originally filed suit in 1980,

A lower court dismissed the case, but that dismissal was later
reversed. The case went to trial in the California Superior Court in
1985, but the court ruled the suit invalid.

The case now will be tried to determine whether the pastors were
negligent in counseling the younger Mr. Nally, according to Ed-
ward Barker of Los Angeles, the attorney for the parents. Mr.
Barker said the trial will begin sometime within the next year.

Damages have not yet been set. “As in any wrongful death case,
we will argue damages to the jury,” he explained.

Briefly noted

The West Virginia Insurance Department has filed a petition to
liquidate Quality Insurance Co. of Fairmont, W.Va., saying that
the insurer was insolvent by $15.1 million as of June 30. Quality
entered voluntary rehabilitation in January. . . .The Environmen-
tal Protection Agency said last week that very low levels of dioxin,
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-
centration of the chemical poses a health risk. The agency will
study the matter further.
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insurance guaranty fund assessments in  IRIS as one that faces financial problems. We have been arguing that more attention 55
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. i

vency assessments have been levied, exclud-
ing assessments made by
the pre-assessment funds
in New York and New Jer-
sey. On a net basis, after
refunds, the figure stands
at a little more than $1.2
billion. It should be noted
that more than half of the
assessments have been
made of insurance com-
panies that were declared
insolvent in the past three
years.

Since 1969, 142 companies have been de-
clared insolvent. There does not appear to be
any pattern with respect to company size,
amount of premiums written, lines written
or jurisdiction. Sixty-two property/casualty
insurer insolvencies have occurred since
1983, with about half centered in New York,
Pennsylvania, California, Texas, Florida and
Illinois. This mirrors the concentration of in-
surance companies in these states.

Another sobering fact is that five com-
panies that became insolvent since 1978 have
accounted for more than one-third of the net
assessments: Carriers Insurance Co., Signal
Insurance Co./Imperial Insurance Co., Re-

Mr. Picoult

serve Insurance Co./American Insurance Co., going to be writing real checks. redeem the issue, without penalty, on Oct. British 'ssnes
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 Price PE Div. Yield High—Low
The Ideal Mutual insolvency has been the there is the ever-looming presence of rein- H Companies pence pence % pencepence
most costly to date, producing total guaranty  surance recoverable write-offs that could Zurich Insurance Group 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 GanlAccdent. 1125 115 383 34 1471003
There were 16 property/casualty insurer  billion, according to some observers. Group-U.S. increased 18.7% for the first six U i EXOL TS0 LA, B o TS0
: =N J : : : s Rayal 583 99 212 38 589567
insolvencies in 1986 compared with 21 in We sought to review the midyear guar- months of 1987 to $645.8 million from $543.9 Sun Aliance 145 126 229 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 Hosth 510 152 345 67 512—504
ures. However, we havs had a relatively dif- derwriting loss of $2.4 million, an improve- Hogg Robinson 213 118 96 45 220210
ficult time obtaining the information from ment over a $47.6 million loss for the same JH Minet 400 145 129 32 433400
Myron M. Picoult is senior vp and senior company representatives. Given all the noise  period of 1986. Sedg Grp 20 168 164 57 297284
Wiilis Faber 353 136 148 42 368353

insurance analyst with Oppenheimer & Co.
in New York. He is the past president of the
Assn. of Insurence & Financial Analysts and
a member of the New York Society of

solvencies—including those of Mission In-
surance Co., Integrity Insurance Co., Transit
Casualty and Midland Insurance Co.—could
result in another $1.2 billion in guaranty
fund assessments over the next few years.
Thus, the property/casualty insurance indus-
try’s balance sheet is not as healthy as some
people believe. It remains to be seen if the
guaranty funds can withstand the onslaught.

Guaranty fund assessments are an addi-
tional financial burden that property/ca-
sualty insurers have to bear. Scme states
allow insurers to recover assessments made
by the guaranty funds through rate hikes.
Competitive pressures may preclude some
companies from seeking the recovery on a
timely basis. Other states allow insurers to
reduce the cost of the assessments by offset-
ting the assessments against premium taxes,
usually over a five-year period.

The point of the above is that there is an
additional cash-flow burden that the indus-
try will have to bear over the next few years
if we are correct in our assumptions about
another $1.2 billion being assessed just from
known solvencies. This will occur at' the
same time that a material change in insurer
taxation is occurring. For the first time in a
long time, property/casualty insurers are

about enhanced systems capabilities in the
industry, we find it ironic that this informa-
tion was not readily available. One would
think that company chairmen and chief fi-

Strong balance sheets will permit specific
companies to maintain underwriting integ-
rity. The Tax Reform Act of 1986 is not kind
to companies that underwrite at a loss.

In any event, many insurers with an un-
derwriting loss will find that between the re-
covery of the unearned premium reserve and
the discounting of loss reserves, they will be
in a taxable position and, hence, a tax pay-
ment will be due. Net operating loss and
“Fresh Start” adjustments will not last for-
ever.

USLIFE Corp.

USLIFE Corp. of New York announced
that it has filed a registration statement with
the Securities and Exchange Commission for
$100 million of notes due 1997 with warrants
to purchase common stock.

Chairman, President and CEO Gordon E.
Crosby Jr. said, “The prospective sale of
these units will provide us with funds which
may be used to repay short-term bank debt
and for other corporate purposes.”

USLIFE Corp.'s common stock was trad-
ing at $38.25 a share on Sept. 24.

Additionally, USLIFE has notified holders
of its 12% notes due Oct. 15, 1989, that it will

Rolf Hueppi, chief operating officer of
Zurich's worldwide operations, announced
the results, saying ‘‘the reduction of the
combined ratio from 1986's level of 107.7%
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Insurance industry stocks posted another slight
decline this week as the Business Insurance
stock index dropped 1.5 points to 492.8 on
Sept. 24 from 494.3 on Sept. 17. Advancing
issues were led by: Aneco Reinsurance Co.
Lid., up 7.7%; Liberty Corp., up 5.9%; Farmers
Group Inc, up 5.6%; Washington National
Corp., up 3.7%; and General Re Corp., up 3.5%.
Declining issuss were led by: Provident Life &
Accident insurance Co., down 8.9%; Trenwick
Group Inc., down 6.9%; Hartford Steam Boiler
Inspection & Insurance Co., down 6.7%; Dur-
ham Corp., down 6.0%; and Frank B. Hall & Co.
Inc., down 5.0%. Issues showing the most activ-
ity during the period were: USF&G Corp., with
5.5 million shares traded; Sears Roebuck &
Co., with 3.1 million shares traded; and ITT
Corp., with 2.3 million shares traded. The Busi-
ness Insurance index, dropping 0.3% for the
week, trailed the performance of the major mar-
ket averages. The Standard & Poor's 500
posted a 1.5% increase, up 4.8 points; the Dow
Jones 30 Industrials saw a 1.5% increase, up
38.5 points; and the New York Stock Exchange
composite was up 1.3%, with a 2.4-point in-
crease.

Source: Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,
London
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Ted Smith’s boss said, ‘“‘Find me a
Casualty Company that can measure up.”’

So Ted took a closer look at Casualty

. = Services
from GAB

Ted found that GAB offers an extra
measure of quality in casualty claim
services:

® Quality performance from career
professionals; well-educated, in-
novative, thoroughly experienced,
and committed to high calibre
service.

» Speed and cost-effective opera-
tions; with over 650 offices and
more than 3,400 men and women
strategically located nationwide.

* A well-organized team of spe-
cialists that functions smoothly
at every level; frcm the casualty
adjuster in the field to GAE s elite
corps of Casualty General Ad-
justers, backed by a network of
Regional, Territorial and National

- Casualty Supervisors.

¢ This network of expertsh is further
supported by GAB's advanced In-
formation Management Systems.

e Allthis, plus the salid dependabili-
ty that can only come from a com-
pany with over 100 years of service
to the industry.

Prove it 1o yourself. Find out how
GAB’s casualty services ‘measure
up’ to your quality standards; zake a
closer look today. Why wait? Contact
Al Peters, Vice President, Marxeting
and Sales, at 201-993-3400.




HAVING TROUBLE STAYING ON TOP OF
YOUR HMOs?

If the confusion and complexity of handling your company’s HMOs have you wondering whats 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 billing statement, and one master membership
list. And you'll be working with the nationss 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: 1-800-4-HMO-USA.
HMO-USA is just one of the many innovative products from the nations Blue Cross and Blue Shield
Plans designed to help you effectively manage your health benefits program.
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The “simplified administration” HMO network.

Carry the

Caring Card® == ‘

The card that cares for the US. Olympic Team. uascros o 45 b-‘gq




