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FINAL REPORT

INSGRANCE POOL STUDY COMMITTEE

The Insurance Pool Study Committee was established by the
Iowa lLegislative Council as required by Senate Joint Resolution
1009 (1976 Sesaion). The membership of the Committee 13 as
follows: Senator Lowell L. Junkins, Chairperson; Representative
Craig D. Walter, Vice Chairperson; Senator Robert M. Carr; Senator
Warren E. Curtis; Senator Gene W. Glenn; Senator James W. Griffin,
Sri; Representative Roger A, Halvorson; Representative Maurice
Hennessey; Representative Robert A. Krause; and Representative
Robert M. Kreamer.

SCOPE OF STUDY

The study specified by S,J.R. 1009 encompasses the
availability and cost in Iowa of certain kinds of insurance: The
various types of 4insurance coverage purchased by governmental
subdivisions, 1liability Lnsurance for health care providers and
other occupational and profassional persons, and liability
igsurance for manufacturers and distributors of products. The
Resolution cited several problems perceived to exist in those
insurance markets, and required that the Committee fnvestigate the
following subject areas:

1. The causes and - effects, of the high «ceost and
unavailability of insurance in those markets.

2. Remedial legislation, inclu&ing the following:

a. The feasibility of creatipg a state insurance pool to
provide insurance for governmental subdivisions.

b. The feasibility of insuring health care providers,
other ©professions and occupartions, and manufacturers
and distributors of products by that state iasurance
pool.

¢. Other vremedial legislation, including reinsurance
pools, revigions of the lowa Municipel Tort Claims
Act, - and revisions of the Iowa tort laws in gencral.

The Reselution provided that the Committee submic {its fiadings and
recommendations to the Sixty-seventh General Assemdly in January,

1977,
NATURE OF COMMITTEE INVESTIGATION

The Committee met during the 1976-77 legislative interim
for a total of s1x days, and during four of those days received
statewents, comments and opinions from wmany persons, professions
aod industries. The commentary expressed a wide variety of
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oplnions and concerns about the subject, and contained numerocus
recommendations for 1legislative action. Cenerally, the Committee
found thae within each of the insurance markete under consideration
there is considerable though not universal agreement that action by
the General Assembly 1is necesgsary, that certailn proposals are
believed by some to be solutions, and thar nearly all of the
proposals are controversial.

Much of the controversy which surrounds those¢
reconmendations arises because of the absence of conclusive data:
Data which would enable the Committee to conclude that & specific
proposal would have the desired ameliorative result. The Committee
sought  Inforwation, but discovered that those aggregate statistics
from which predictions might be wade presently do not exist. In
addltion, it yet has to be determined if many of the suggasted
legal impediments actually exist in Towa law. Investigations are
being made by various insurance industry orgaunizations and by the
federal governmment, but results are not snticipated before 1977 at
the earliest,

The Committee requested studies of limited scope from two
sources outside of the Committee. The Iowa Bar Aasociation and the
Academy of Trial Lawyers agreed to submit responses to a series of
questions and &8 drafting proposal presented to them by the
Committee, Three mewmbers of the insurance faculty of the State
University of Iowa agreed to submit a report on the experiences of
orther states with a state-operated insurance pool. Those reports
are expected in January and Pebruary of 1977.

SUMMARY OF EXISTING CONDITIONS

The information received by the Committee indicates that
there is widespread concern on the part of governmental
subdivisions, several of the professions, manufacrurers and
distributors of products, and the insurance fiadustry about the
existing conditions, and about the future of the liability
insurance mechanism. During the past  decade or so the following
developments have occurred: The number of claims payable under
liability insurance policies have been Increasing at unpredictable
rates; the amounts awarded as judgments against insureds have been
increasing at unpredictable rates; the courts have been adopting
changes in the common law of torts which expand both the definition
and the scope of liability; and, a8 a vesponse, the 1liability
insurance industry substantially ' has altered its wunderwriting
practices. These developments have regsulted in widespread
criticism of the existing tort liability system.

The concern and ¢riticism has been generated primarily by
the high cost and unavailability of liability inmsurance, Although
"high cost"™ and "unavailability" are relative terms and constitute
value judgments, it is clear that sfignificant changes have occurred
in recent years relative rto both the cost and the availability of
liability insurance to some types of risks. Appendix A to this
report comtains selected portions of the information recetived by
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the Committee. Those data suggest that the liability dinsurance
mechanism 18 unstable and unpredictable compared with what it was
prior to the 1960's.

Unpredictability 43 a common theme {fn the <concerns
expressed to the Committee. Ibsurers note that insurance theory
and practice is founded upon predictions, and state that forces
within the mwmodern social, political, economic and legal systems

have c¢combined to attenuate, 1f not destroy, the essential
predictabilicy. Insureds point to the wunsettling effects of
unpredictability on their business and profeassions also. They

state that recent increases in -the cost of liability insurance
caunnot be anticipated, and in some instances «cannot be absorbed,
whea budgets are being prepared; and they suggest that insurance
problems may necessitate a Hobson's choice: Terminating the
business or profession, or discontinuing insurance protection and
thereby risking bankruptey in the event of 3 large adverse
judgment.

Plantiffs' attorneys assext that the individual is
entitled to predictability alse, They observe that the tort law is
a continuously developing body of law which seeks to render justice
between individuals. In essence that body of law establishes the
principles that a person ia entitled fo expect that others will
behave fn a predictable {(non-tortious) manner, and that 1f chat
right is violated then the person is entitled to recoumpense. It
has been suggested, however, that the theory has 1limitations in
reality: Small dollar losses are uncompensated because of the cost
of obtaining <xelief, and an uninsured defendant may be a very
unpredictable source of recompense.

Viewed in perspective, liability insurance is relatively
cheap or expensive, and is relatively available or unavailabdle,
depending upon the nature of the risk involved. Based upon the
information 3gubmitted te the Committee it appears that cost and
availability problems are widespread in the goveranmental
subdivision area. This is suggested by the apparent fact that
subdivisions of all sizes encounter similar problems.
Representatives suggest that budget planning cannot ancicipate the
manifold inereases in insurance rates which recently have been
experienced. Hospital liability insurance problems also exist
without regard to size. In both of those markets liability
insurance is said to be available, although the number of insurers
is very limited. ' '

Products liability insurance {3 not available in Iowa for
some products, is relatively costly for others, and presumably is
available at '"reasonable"™ prices for many Tproducts. The more
"rigsky" products, those for which the greatest numbers or amounts
of claims are experlenced, are the ones whieh are the most
difficult to insure. Similerly, health care practictioners engage
in procedures which pose varying degrees of risk, and the liability
insurance problem appears to exist only for the more "risky" types
of practice,
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Evidence Is less available for other professionsg, such as
engincers and architects, but ir appears that there are limited
numbers of insurers offering coverage, and that high cost has
resulted {n the decision by a substantial number of individuals and
firms to practice without liabllity insurance.

In conclusion, the information available to the Commictee
suggests that the magnitude of the 1iability insurance problem
varies greatly from market to market, and also varies greatly
within vech enterprise under consideration, Many commentators
caution, however, that society rapidly 1s approaching the poinc
where llability insurance 88 such will no longer be available 1in

any form. Others argue that the existing environment will result
in the eliminacion of ‘“defective" goods and services from the
econony; that certain types of services and products are

uninsurable.
CAUSES AND EFFECTS

Senate Joint Resolution 1009 required that the Conmittee
investigate the causes and effects of the high cost aad
unavailabilicy of liability iansurance. The information raceived
suggests that there are three types of forces which combine to
"cause"” the liability insurance problem: Advances in technology,
social dinflacion, and economic inflation. The effects are both
short and long range, and although some short range effects can be
observed, the predicted long range effects are beyond measurement
at present.

Economic Inflation As A Cause

Insurers have pointed to economic inflation as one of the
causes of the problem. There are several areas of influence,
including the increasing costs of remedial care for the injured,
and the increasing amounts of wage loss per 1individual for any
given period of disability. Representatives of the insurance
industry stated that economic inflation can be absorbed withlim the
insuring preocess, but cautioned that extended periods of double-
digit inflation cannot be sustained,

Technology As A Cause

Technology is used in its broadest meaning here: The
totality of the means employed to provide human sustenance and
comfort. Thus, advanced technology encompasses every new product,
every medical procedure, every function performed by governmental
subdivisions, and every structure designed and engineered foxr human
use. Many of the procedures and devices which have been developed
have the capacity to cause physical injury, and losses do occur.
Part of those losses are the 7result of "accident", and the
rcmainder arxe occasioned by the acts or omissions of individuals
for which legal l1{ability is imposed.
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Liability insurance is the means by which persons who
provide similar products or services, and thus incur similar rigks
of liability, atrtempt. to distribute in &2 predictable wmanner
individually wunpredictable 1losses sustained as a result of thart
liability. Recent years have evidenced a8 large 1increase in the
numbers of <transactions which may xesult in legal liability. The
greater numbers of employees and services of governmental
subdivisions, greater numbers of manufacturers, distributers, and
manufactured products, . and greater nunbers of practicing
professionals, all combine to increase rhe number of transactions
1n.which losses may occur and in whieh liabilicy may be imposed.

In 8ddit10n to :hat increased number of contacts between

individuals, the <capacity for barm increases as new products and
services are developed. -The more scientifically advanced a product
or savrvice, the greater the risk that harm may result, In our

society the tendency is to encourage rather than discouvage those
risks. :

Social Inflation As A Cause

Although economic inflation and technology wusually are
mentioned as causes, commentators most frequentcly poinr to "social
inflation" as the primary cause of the high cost and unavailabilicy
of liability insurance., . The term encompasses an fImprecise group
of developments within society, each of which arguably tends to
diminish the capacity of ¢the liability insurance mwmechanism to
function. Among rthe c¢ited factors are aa Increasing rendency of
individuals to sue for imagined as well as actual wrongs; a shift
in the nature .of practice of plainriffs' lawyers from automobdile
accident suits to actions based on professional 1liability and
products ldiability; an 1ancreasing conviction within society that
every loss ought to be bornme by someone other than the injured; an
increasing tendency of Jjuries to. render . judgments based upon
sympathy for the viectim rather than  the applicable legal
principles; the tendency of the courts to make it easier for a
plaintiff in a tort action to obtain judgment, whether by means of
a relaxation of procedural . rules, or by means of a substantive
change in the standards of liability; and an increasing expectation
on the part of the individual that every product or service should
provide complete satisfaction.

Insurers and insureds alike point to this group of causes
as being the most unpredictable, and thus the wmost difficule tro
absord within the 1iability insuramnce structure, The commentary
presented to . the Committee suggests that social inflation is
propelling soclety to the peint where the insurance system will be
unable to provide protection against legal liability. Although
evidence does nor exist - by which ¢to prove or disprove that
assertion, it 1s fair to conclude that those factors coellectively
referred to as soc¢ial inflation are causing substantial changes in
the liability insurance mechanism.
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Bffcects

The impact of economic inflation, rechnology and. social
inflation 18 reflected in several significant changes whieh have
been made 1in cthe insurance industry. The inmsurers recently. have
sought frequent rate increases to generate the higher reserves
necded to pay increasing c¢laims. Bwvidence of the rate increases
cxperienced in each of the subject industries 1s contained in
Appendix A of this: report. These. rate incregses cannot be planned
for, say the Insureds, particularly. when the increase i{is by a
factor of five, ten, or even twenty, as have been the experiences
of certain lowa manufacturers. Manufacturers and professionals
alike suggest that they often axe unable to pass on in product or
service prices the full amounts of the increases. These Iinsurers.
suggaeast that they also have a planning problem., They note that the
process of establishing rates. vequires. the accumulation and
analysis of large amouats. of date, 8ad that technology, and
economic and’ social inflation alwaye accur before that experience
is obtained. As a result, they obaserve, the final data only
indicate whether or- not an: error in ratemaking already has been
committed.

In addition to. rate incregges, insurers have changed che
amounts of insurance protection which they are willing to provida.
In the health care area: the chaange has. been seen ag a reduction in
the maximum amount of coverage whioh a provider can purchase from a
given insurer. Thus a physician. often finds: it necessary to obtain
layers of coverage from several different insurers, and in sowme
instances may find it impossible to. obtain the full coverage wuwhich
he or she believes nacessary. The. extrene of thig: gituation has
been experienced in the healith- care iadusrry as many imsurers hawve.
ceaged to write liadbildty coverage altogethér.

Local governments also have. experienced a more restricted
market., A major Iowa underwriter withdrew: from the market entirely
in 1976. Rspressntatives indicated that although coverage appears
to be available to all subdivisions, individual companies are wmore
selective and premiums have increased over a period of one year by
aproximately 1007 for counties, as much as 3002 for one city.

Manufacturers also aocte increased: selectivity by
insurers. And cthey note that insurers are writing policies with
larger deductibles, thus requiring the insured. o absorb a greater
nunber of claims..

A third practice of insurers, and one which causes the
most concern, perhaps, is that of refusing to renew the policy of 2
patticular individuval or company. The insurers. observe that
insurance can only be written to- protect against risks, not
probable losses, and that i{ a product has been adjudged defective,
or 1if a professional has been adjudged. "incompetenc”, then.
insurance cannot be written to protect against the probability of
future claims. Insureds criticize this practice as unfair; and
they suggest that it is the fault of legal thecries which attach

11ab{lity where there ought not to be any.
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Ultimactely, the effects felt by insurers apd insureds
have both direct. and indirect effects on comsumers. At least a

substantial portion of the higher costs of insurance are
experienced as a more expensive product or service. Ox, a product
oy service may be withdrawn from the markert, It also bhas been

pointed out to the Cottmittee that if a manufacturer 1is forced to
close the doors of its business, its personnel become unemployved,
perhaps indefinitely.

¢ The long racge effects of the liability insurance problem
aré ‘matters of opinien and of speculation. .The insurance industry
indicates that numerous adjustments are being made in an actempt to
agssure the continued existence of ‘'liability insurance. They
caution, though, that - - without 1legislation which returns some
predictability to the legal system the insurance industry will not
be able to offer this assuyrance.

. Assuming that ' the 1liability insurance mechanism c¢an be
maintained, several long range effects appear reasonably
predictable. Those products or services which presently are the
mbgt costly to insurie either will have to be priced much higher in
order to raeflect the social costs resulting from thedir use, or will
disappear from rthe economy altogether, or will have to be subject
to a subsidy from other imsured products and services or from some
other source. Some commentators suggest that eliwmination of the
product or service is the only .alternative, however, because a
subsidy is politically and socially unnacceptable and because most
individuals and companies are unable to withstand the costs imposed
by the present liabllity system. Health care practitioners state,
for example, that unless relief i3 provided anesthesiologists thev
will cease to practice, and it is noted that anesthesiology is an
essential part of the practice ¢f medicine,

Another effect whieh has resulted, and which logfically
would seem to be of major significance in the future, is a
concerted effort to reduce the number of severity of losses. The
various crises which have been felt in - the subject industries
emphasize the need to assess the capacity for harm of the various
products and services, and it can be documented that . changes have
been made or suggested in each of the industries. ~ Some observers
state, however, that this results in defensive overkill; cthat somc
health care practitioners order unnecessary procedures for the
purpose of protecting themselves against legal l1ilabiliry, and that
sowe manufacturers attempr to produce "idiot proof" produccs.

lasurers and - insureds both contend that the effects of
the high cost and unavailabilicy of 1iability {nsurance will bec
detrimental, and thar remedial legislation is a2 must Lf the
liability insurance system i3 to .be preserved. ’




Final Report
Insurance Pool Study Conmittee
Page 8

REMEDTAL LEGISLATION

‘Much.of the time consumed in Commiztee hearings involved
the presentation of the various :proposals -which have ‘teen offered
as remedial legislation. The generval commentary receatved 1n this
subjecct area {s summarized below.

Feasibilicy of State Jasurance Pool

The . Committee consulted with members -of the fnsurgnce
faculty of .the State Ynivereity of JTowa respecting the feasibility
of creating a ‘8tate insurance pool to insure..governmental
subdivisions, All agreed that .such-a pool 1s feasible. It was
stated to the Commitree that five states have had experfence with
such .pools, and that in each of those states the pool - has suffered
from mismanagement and from inadequate financing. The consultants
stated that the tendency 15 to. avold -adequate premwiun.charges wich
the result that the fund eventuwally 1s rendered Insolwveant. A
majority of the comsultants suggedted that local .governments are in
the best position to know .their Tmsurance meeds, &nd that the state
should not undertake to tnsure ;them. They observed -that several
lowa <cities .presently have very eaffective insurance prograus.
Several of the consulrants :were of .the opinion that even a properly
funded insurance pool ¢ould not write . insur@nce -at Yrates which
would ‘be significaatPy kess than.those now oharged by ‘the private
insurance industry unltess .tax révenues were used to subsfdize the
fund,

Some ‘Comumittee membdrs &nd . others noted thar many cittes
.and counties do not ‘assess ‘their ITmsarance programs wisely and do
not take :advantage of axisting “verieties and sources of Insurance
coverage which -enadble a governmental subdivision  to obtain
protection appropriate to its -needs .and resources, Suggestions
were made that as -aleernatives to -a state insurance fund
legislacion -ought to be .adopted whiech would-enable cities and
counties to enter reciprucal fnsurance agreements, and which would
establish a state apency to provide risk management sexvices to
subdivisions.

Feasiblilicy of Occuptt&#ntl Ligbility Insurance Pool

The ctonsultants also commented wpon <The feasibllity of
providing insurance foxr professional and products Iiability by
means of a state insurance pool. It was 8Stated that such an
undertaking would have all of the problems associszted with a pool
for governmental subdivisions, and in addjrvionn 4t would require
the employment of a wast number of state. employees to produce the
services now performed by private enterprise, It was suggested
that the high cost and umavailability of 1iability insurance is the
result of the amounts being paild in the form of damages, #nd that a
state-operated fund could not siganificantly reduce those costs.
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Tort Reform

Most of rthe recommendations received by the Committee
advocate changes in the existing methods of establishing legal
liability and measuring compensable loss. All of the
recommendations received are summarized in Appendix B of this
report.

Considerable disagreement exists about the need or
effectiveness of each of the proposals. An evaluation requires the
- balancing of the interests of the individual who incurs injury and
the 1interests of the person facing potential liability. 1In a
broader respect, each proposal requires a balancing of the socfal
and |, economic needs of the state, and an estimation of the effects
cf tne proposal. The capacity to estimate future effects presently
is lacking. Many of the proposals entail the statutory enactment
of common Jlaw principles which have been discarded by the courts,
thereby seeking to reestablish the predictabiliecy which once
existed. Others would have the effect of retaining current law
while attempting to assure that the courts do not adopt changes in
the future which would diminish the predicradbility which now exists
or which may be developed. Critics observe that the end results of
these proposals cannot be established, either in terms of the
effect on cost or availability of insurance, or in terms of the
individual a&nd system costs which result when compensation for loss
is not provided. .

A factor which furthexr complicates the decision-making
process is the fact that the insurance industry opetrates on a
nationwide basis. It has been observed that changes 4in the laws of
Iowa cannot have wmuch impact on the cost or the availability of
liabdility insurance because ratemaking must be based on mnational
averages and nationwide experience. This problem is asserted to be
pareticularly difficult in the products liability insurance market
becayse the grearest exposure t¢ suit for many, if mnot wmost Iows
manufacturers is in other states where the product is sold, and
thus JIowa law would not even apply in those circumstances.
Utilizing these arguments, gome observe that only -federal
legislgtion can produce a desirable result. Others suggest that &
state-by-state approach 138 the traditional method of dealing with
problems, and that uniform laws often result from individual «state
action,

COMMITTEE FINDINGS AND CONCLUSIONS

The Committee is unable to reach agreement on
recommendations for legislative action. There 1s considerable
evidence that severe liability insurance problems do exist for some
individuals and coapanies. Thexre also 1is evidence that the
liability insurance dindustry asg 3 whole is experiencling
instabilicy. Nevertheless, none of the recommendations which have
been received by the Committee has been accompanied by sufficient
information about potential effects to enable a majorlity of the
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members from each chamber te agree that such a proposal ought to be

recommended by the Committee. For that reason, the Committee does
not submit any findings or recommendations.

Respectfully submitted,

LOWELL L. JUNKINS
Chulrperson
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October 5, 1976

Sarples of returns from-survey conducted to determine cost
and availabi ity of 1iability {nsurance for cities in fowa.

ONE YEAR INCREASES IN PREMIUNS FOR
COWPREXENSIVE GENERAL LIABILETY

PERCENTAGE JMCREASE

eIy, (POPULAT I0H)
Decorah  (7,703) |
Clarinda  {5,420)
Greenfield (2,212)
Sthley  (2.958)

Fort Dodge - [31,263)
Peteeln  (7.735)
Washington {6:317) l
Estherville  {8,109)
Dannellson  (798)
Pella  {6,78%8) -
Goldfield  (722)
Tndtanoda (9,611}
Clinton  (3¢,719)
Counct) Bluffs  (60,34B)
Atlantie  (7,306)
Mason City  (31,819)
Urbeadale  {26,410)
Storm Lake  {B,591)
Houlton (763}
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215 % (over 3 years)
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260 % ~ $30,000
68 3 -~ $24,000
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Kr. lLerxoy Zeran
Lagislative Reseaxch Burean
State Capital

Des Noines, Iowa

Dear Zekas)

In compliance with your rnT::-t for exparience on the
iasurance on political subdivisions, three of our companies
were the =ain writers--Hawkeye, Employers, and AID. I am
in the process of teying to get the experience from all of
ther, but 20 far I have only been ablo to gat Rawkeye's.

I2 4% will holp any. in 197% countrywide Hawkeyes wrote
4,900,000 in preniun with loss and loss adjustmont expense
o! 3,740,927 azd expanses of 1,400,000, giving & total

of 5,140,00) or a re: loss of 1,140,000, The expocience

in Iowa dsvelsped sinflar to this on premiums of 1,200,000,
Loss and loss on expenses azounted to 1,552,000,

. ks soca as 1 get mose additional information, Y will
pass it on,

Incidentally, for your benefit, enclosed is a 1975
underwristing loss for the lowa companies.

Vary truly yourse,

’ \'. -~ -
ol latiannes S ’rtdﬁu4ﬁnv“’*

¥illiam E. Timmons

1ivitundne
AREL SHBL 90
[

C. F. {CHUCK) EPPERS = pavon

MOLAMEN
DAYID MARWOM ~ yTH womn
N, VOARY MALITEAD = i wasp
LEOMAAD J. WOODAUSF ~ e willp
SANY B, HANDON = I weal

CHARLED O, ADTLL = 4% LaME
e & "MOY DENIE = &9 LANIE
WADOK SV NN = 108 walkp
WARAY b (ALCY = dap wald
CARL, W, BLAIRE B, =~ Jop wie

A A FHEEATY ~ SAY SLbda
TILEPMONE D)0 Pl A.2008

cCITY &-'-:E@UK
st V02
.

Auguet 12, 1978

Ke. Larry W, Bwrch
Legislative Service Bureau
State Houee .

bas Moinss, lowa 3011%

Desr Mre. Burebs

Thie lettax {e¢ im responss to your letter of Awgust 4, 1974
pertaining to problems the City of Xeokuk has sncowuteresd with
iasurance.

Yo have thras plans we ars very much concerned with:

i+ The Genazal Liabflity and Tmbrallia Coverage.
In April we vare notiflad cthat they weuld aot renaw
our pelicy. This 1lad to & weeting with ovr lotal
insurance asacciation vhareupon ve saked for bida,
We received only one b1ié swd that vas contingent
on tha ¢company also providiag the coversge for owe
.Ciey Building plan and our Ciky Tlset plan. The
premsium that ve sra novw paying 12 more than tripls
vhat we previously psid.

He vare informed thet ve were fortuaate to be avavded
toverege en our City Flest as provided tm» our
specifications, Thers 1s the possidilicy that thie
premien vill bs conridersbly higher this coolang year,

Ve are under an "assigoed risk™ on the Vorkaen's
Conpemsation plew and, therefore, are not able to
recefive bids. Tha presium sppears to %s sncontroll-
eble, We had 2 budgec tonal of $3,3500 in 1971 and
the 1976 previve paymeat will be 527,000.

As o comparisom, ths 15971 total City Insursance budget vas
313,030 end the 1976 total insurancs Bbudgec s $47,60%. Ve will
excesd the 1976 bedget by approxinately $15,000,

Vs appraciata beting notified end £f further Loformatios 1s
mevded, plesse do mot hasitats to contact wve.

i}ncercl( yours
,;‘C X~
«,A. Ploeccy
ty Clerk
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saar O 08 Ima - August 16, 1976
SON . HETRANS .

~amAy SR dimE W

-G eatl f, LACLY, IW,

rr.. lefoy Jewman -
chiulat{vo Ragearc
State Capitol Suilding
Des Xolnes, Iowa

Dear 2eXe:

I have bean able to davelop a little more l.ia!i-ill,t:y~~
exparisnce on towns only. This does not inolude counties.

Employers Mutual:

Proa June of 1373 to tho end of Hay, 1974, wrote 263
pplicies with a written prenium of $49,095.00, had
58 claime and pald losses of .$21,000.0D, and had

a loss ratio of 42 percent. T

Fro= Juse of 1974 to May of 1375, they wrote 268 policies
with a preniu= of £47,4G0.00. Agaln, they had 58 claiws

with losses of $32,100.00 sni a 1pss ratio of 68 percent.

From June of 1975 to June of 1976 they wrote 217 policles
with a preplunm of $68,653.00, they had 84 claims, paid
losses of $231,461.09, have resorves set up of $23%,370.00
for a total loss of $466,831.00 for s ratio of €79 percent.

In addition, there were two other ‘claime paid sinca that
date--one for Eagle Grove of $171,000 BI and §25,000 PO and
loss adjustment expense of $31,000 and for the city of Madrid,
tisete paycents of $95,030. o .

¥ou can see how badly this business deterforated. I
don’t krov 12 this will be any help to you, but you're
welenze Lo use i,

Very truly yours,
{/{J - \‘.“J’_:. / c‘g_u,(,:«cihw

willian E. Tlzoons

THE JOWA HOSPITAL ASSOCIATION

1908 dngarsoll Ave. - Oes Mainen, lowa 5GI09 + Phona (515) 283-1955
DOMALD W.OUNN, President

Augast 13, 1976

Kr. Larvy W. Burch

Legal Counsel

fowa Legiatntive Service Bureau
State Houte

Des Moines, lowa 50319

RE: Tnterim Committes Study -- Cost and Avatlabilfty of 'ln_:um\ce
fear Larcey:

1n response to v letter of August 4; 1976, the Toxa Hospital
Assacfation would offer tha followiag cacments for consideration
by the referenced Interim Camittee.

The lowa Hospital Association represants 14) fowa nan-profit
comunity hotpitals. mrin? the past several years, lows hospitals
have experienced fncreasingly significant dfficulty in securing
Emfessionl'l 14ablifty insurince coverage at a reasanzble cost.

1th the withdrivel of the Argomact Insursnce prm{ fron the lowa
market n the Spring of 1975, there remains essentially only one
major admitted {nsurer in the Icwa hospital professiona) 133biiity
marxet. The ponopolistic situation emanmating from this reality
during the last half of 1975 and thus for into 1976 has proven

to be an untenable state of affairs for our membership.

Mhile limited coverage 4& generally avaflable throughout the

state todiy, the cost 1s exorbitantly high with respect to the
recognized loss experience of our member taspitals. As mon-profit
comunity hospitals, the unjustified escelatien of professional
Fabi)ity {nsurance costs fs of tantamount contern since they

may be defrayed only through & directly proportionzte increase {n T
the cost of persons) health care services for all loans. lows
hospl1als thus cannot ba the "big losers® (n this gime -- the people
of [owa must be.




He, Larry N, Byrch
August 13, 1976
Pags 2 ; IOWA PHARMACEUTICAL ASSOCIATION

APPILIATRD wite srue AMERIC AW PHAANACEVTIGAL ASNOCIATION

Ma SHOPE SVILDING  *  BDE4 MONES, WOWA ST * FNONE DBOVER
Another detrimental vamification of this monopolistic market {3 the ROBERT S8, freqotivn Otrester
usurption of hospital flexibtiity fn the purchese of other insurance A £18, 1976
coverages. Hospitals are generdlly required to purchase “packaga palicies” y
in which professfonal 1tability coverage s only one element. Tha purchase
of the traditionally high profit and thevefore highly competitive sulti-peril
insuramce uvenies his aow generally bdecors 8 'greroqulslu to the acquisition
of professional l{adility inscrance coven?u. his situation fs ebviously .
rot im tha best intersst of either hospitils or their patients. M, Laxvy W. Burch, Legal Caunsel

In responss to this untanzble sttuation which his evolved within the State - lowa Laglalative Service Bureau

of lym, tha lowa Maspital Association Board of Officers and Trustess Des Molres, & $031 8

has <reated 8n Ingurance corporation chirtered as a Vegal eatity under s s

Section 519 of the 1575 Code of lowa, 83 erended. This ¢ tion, -

the [owa Hospital Putval Insurance Corporatton, will ba fully owned sad Dast Mr. Burghs

operated by Youa Aaspitals ond will be used exclusivaly for providing .

lona hospitals with professional Malﬂg{ fnsurance protection. lowa Your lotter of August 4 requesting Assoclation gomment regarding
:osg:::l h:cc:[:::mc and:ar%lclg::la&z m :ev:hpmnt o:‘ ufn: h:rgm prablems pharmacists experience (a obtalntng and retatetng

] ] exceptional, . with the appraval o ate

tasurarce Cesaissioner, §5 profected to Seoore fully cperational and nalpractice llebility kasursnce waa tecelved when 1was on

bircing Mospitals by October 1, 1976. w{tA the successful Smplemeatatfon wacation. 1regret that bocsuse of this Iwas not able to respond

of the [HiIC, the people of lowz, throvgh thelr ran-profft community prioc 1o August 15, Nevostholess, 1did want to reply in order to
acspitals, will need pay only the ecuitable costs of professional 1iabflity be halpéul.

{n;arang: a1 actuuilmyc:tar:ined exclusi}'oly by lowa ew'ldmga‘ '{h: .

YA would te cost pleased to provide the Interin Committes with additfona [ tw tlabie. t
fns4ght $1ta the enderlying ratlonale of the THAKC program asd 1ts potential : Generally epeaking, thers are two types of covemge dvallabie. Fust,

- individual professions} 1tabliity coverage for phormaoists and phormocy
for the peaple of Jo-a. students, $200,000/5600,000 Isabifity limits with premiums eround
This endeavor abvlously doss not acdress all of the miny varled stpects L $25.00 per yaor 1o 370 for three yedr coverage. Aleo avolisble is

of the zedizal calpractice sftvetica &s 1t exists in lowa, It does, what s oalled Umbrella Liability coveroge that tnoludes both protes-

kosever, dexonstrate that fowa hospitals are williag to asswme major stonal and pecsonal blabliity. Frequently, cswters slao provide, s
responsibifity fn resolving this stturticn aed are ln"fact exerting . a rider, protesstonal J{ability within other forms of coverage, L.6.
the requisite (nftfative. Ultimate resolution will of course necessitite inventary coverage.

Y slnile‘:; e:ceptm of rcsponubn:ty an dmt}-uhu u: lniti:uva

on beralf ¢f othar health care previders, the legal commmity, aad the

Towd Negfsisture, In lowa, thais grodles #3 aot an fnsurmomtable one. The nature of risk lnsured, thers is no dil{erence ondes toct faw
The IHA will cormit 1ts resources te lator diligently with the Interin between malpractice tn pharmaocy, moediolne, stc. The most common
Comnfteee {n mtin? resolution of this sitzation. At an appropriste : malpeactice suits effecting pharmacista as delendants inolude:
fatare ¢ate, we would enjoy aa opoortunity to share with the Committes )

oar perspective cn the root causes of the probler, the aforementioned 1. omor in filing a Rx

sctivity of the 1A and the IWHIC, nd our sogsestions for supportive 2. an Wegible Rx

le31s1ative activity. 3. unuswat or tetal dose

':e wrild Yke W9 n{:preu our apprec};t!on to you and tht‘! Interl:h:am{ttu 4. drug interaction

ar previding us with this opportunity o espress our views on

uﬁg“ ,.‘;,3“._‘« siwuioi as it !;lsts ir jowm, Speciflc problems are not signlficant at this tima. There ta little
difflculty expeilanced in obtaning coverage. Costs are reasonable
snd In most (nstances coverage ba not Hmiting based on faclors
auch a» oroas of practica, 1.e. community, [nstitutions] practice.

Best rejards,

Cuane H, Heirt:

Yice Frasicent

1820

Ty

cc: Oarald W, Cunn, President, IHA




WA PHARMACEUTREAL ARMOGCIATION

My, larry W. Buruh, lLegsl Counsel
Auguat 19, 1976
Page 2

Some carriars deny HabUGity Insuwance coverage to 8 pharmaolst
convicted or found guilty by Bosrda of Pharmaoy. Provision in some
cortracts 1imits application caused by violatlon ol satatuta or
ordi=ance commitiad by msured,

Pharmacy malpraotice litigation ¥s more prevalent today than befors,
ond I some sress 2 300K incrgass L cases 18 noted. However,
theze 12 Mite changs in Mabliity rates being axpecianced,

Tho profession regognises that ay pharmsey ncresses the 3cope of
123 professional zole and responsibility, utilisicg its akill and
knowledge and exerolsas Its professional judytient to mest the
change in keslth cace dellvery aysten, thare will be & corresponding
1=cressed potentis] liability. Therefore, eny legislatlon relating to
walprastice nust include pharmacy. This Is enprasized by the
{nteresiing, racent article enolosed which discussas the experlence
of Jamas S'mnons, & pharmacist-lawyer, who spectalizes in pharmacy
malpraciica litigation. As ooted some of w.y oomments are refesred

to ln this adticle.

Mt this 5o the Assoolation does not foe) [t negessary to pasent
- testizony t> tha Commitiee ot subsequent Teetingt. We would,
howeves, 1ike 10 be kept advised of mesticss so we might ottend.
Sincareiy,

JIOWA PEARMAGEUTICAL ASSOCIATION

Rotert G, Gibbs,
Exezvtive Direotor

RGG:)t
Ene.

A, M. TROAESON

ping

DrucaisTs MuTuat INSURANCE/

ALGONA, LOWA

IEALTARY Yuduy 1 Monday osit

OcLubur 10, J92A

Me. Robazt G, Cibhe

Executive Director

Tows Phatwaceotical Association
302 Shops ilding

Ces Kolnes, TA 50309

peor Bobs

Insucance Services Office Ragtng Surveuy Jid focvard 'tntor-aum. to this Compaay
a9 requested hut did vot bresk wit tiw duta fa leyasa'u Languspe 26 Tequestsd. Moot
of the anclosed ialormutios fv of an actuatisl matury, Bob.

Seveval of the shects 4o polat out futerwsibug statintivx, Tmavul .

Ttew #1 doas huve & bresk-our of the smployed phavmaciut premiums und lossas frum
1967-3971. The “malprectice erunch” Jid not hit until two years syu, hovwever. It
ts futeresting to sote thet tha lose ratio has practically tripled, although the

statistice are five years in srcqeve. By deduciion, thiv also fadicates that our
present Tates are agafa not sdequete. ’

lten §2 lndl'cct.u' tha countty-wide professional liabillty prodles. The avarage pald
claln cost In 1968 was §2,042.00. The average claio om Deceaber 11, 1972, was §4,761.00
The average hon doudled in four yeers.

Jtea §) doen braak out the professionsl ifebility by class for phacmacists (4021).
The anticlpated rete sdjustaent necessscy Lo 2 101.4X facrvase. Itew 438 deals with
wiscellaneous medical profusslonsl Liabllity coverage sad the way those Losses have
incrensed, along with putees, A-ray thersplits, and vetetinaclaav, .

Ttem 016 18 for the eaployed phevrmacist, ctees G021, snd agaia, the sctuarisl basls tor
the preoiun locresse,

The balapea of tha Infurwatlios te sctusrial 1a nacurs pad dealn with the tncresss [rom
.36 to 608 for Tervitory &, vileh vuvues mowt of Abw tallud Stutew, 1 bulfove
Territory 1 Lo confined co the larger cities, such as Lus Angeles, Nev York, Chlcage, et

Untl] we can rective sone nodificetlon In the pressat tfory leve, llalc the 1lability
for wun-sconomlc lass, rtegulsace crisl lawvyer contingencies, Piwit punitive damages,
pechape wtillxe aplit triale (cry the Mabiltcy sesues (fvat and Lf the Lisbilicy s
fovad, then deteratoe damages), veiaforce the pover of all Bealdel-Care Licenslog Boarde,
and pechape write professicasl ] ladbliley coveraye on a clulap-eande contract, ve 31O
einply ln & stace nf “liebe’. 1The fantucauce covspany wust charge vhat the legal syates
demanda,  Apparontly, besed on thu enclosed {nforaacion snd the tlgures avbalited to
the rating Luresus, they du balicvr the incruawe ie sctourfally sound. e addiclon,

thoee [Anreases have buen (lled with wad spproved hy the various wtats Insorance
h"-rtﬂttntl‘




DrucaisTs MutuaL Insurance/

ALOONA, IOWA
MESON sons

AnY

pe this taformation 1s of eome use £0 ysu, Bob. A3 suggesced In eur latter,
statiatics froa the Druggiets Hutual are & vary milnor part of the ower=all input
cozpanies throughout the United Staces. Wa do mut have Ln-house sctasries

Lable, and must raly oo tha buresus and their Faxpartise”, scowmlation of

o @to., fur our base guideline. Nu are wturniay « 121 dividead, bogver, which
help to teducs the insuvrence ovwrhesad., As an Aguncy for Imployscs Mwtwsl Cuwpunies,
ave ho ¢OnETOl SVar theit Fate atfuctuly, ete. At prevent, thay do mot deviste
druggists professlonal llabiliny our do they give any dividend.

arcly yours,
L1STS KUTUAL INSURANCE COMPANY

%

tetecy

1%

lowa Chapter, Amarican Institute of Architects
621 Bevings & Loan Bullding » Des Molnes, iowa 50700 » S15.244-7502

August &, 1976

W, Larcy U, Bursh :

Tova Leafelagive Service Burssu -
State House :
Da» Moines, Tews S0M9

Dear Ne, Perchs

Thank yoo for your bullatim of August & requesting prelisi-
aaty information em {naurance toverige problens dspecislly,
in our case, by the architecual profession,

The typs of coversge invelwed iz Wmoum weriowsly as prefes-
sfonal Liability imewrsace or evrors and onissions isswrance.
The pature of the visk {nsured f3 spainst clajes lor dansges,
propecty or personal, sllaged caused by Paulty desigm. The
specific Sroblen s sxcessive ceat. Architecmsl (irms in
tovm have been faced vith past year with premiva rafess sll
the may fron 75X oo 300X,

T stroogly suspect that we will request opportunity to pre-
semt testicony ¢o the cosmictes and we will let vou know
within the next wesk wivw that pevson will be sad vill follee
yOUt TEQUEste on presantation procedure, Thwk you,

Vv (380000

u}ien B. Sevrill)
utlve Bivector

Jus/de




IOWA ENGINEERIND SOCIETY

4231 DOUGLAS, SUNTE €, DES MOINES. IOWA 30310 . PHONE 613 278-1853

ARV SA ISR ACDAESS REPLY TOX
Pawl [. Sandy, P.E,, Acting Executiva Dlrector
August 25, 1976

Hr, Lerry W, Busch

Lega) Counsel

loss Legitlative Service Byresu
State House

Das Moines, lowa S03L9

Deur Mr, Surch:

Thonk you for the opportunity to provide Inpul Lo the logislative conmittes
studying professional 1iabitity insyrence. Ve spologixe for the tima 1t has
reken us to respond, bet wished to provide the most current Information possible.

fowa profeassioral eaglacers <o have & probl.;t with professions) 1ieblilty basur-
ance, which is the type of coverage Involved. The mature of the rlsks Insured
sqainst arc megllgeat 2cts, areors or onisstony of profassions] anglneers.

AR the pressnt tlee the market }a primarily limited 3o four insursncs compinies,
only one of which is adnlteed In lowe, wnd one of which is 8 speclalty company.
The carriers range From ose which Is falrly Iiberal In Fts underwriting Byt
charges the highest sremivny, 10 one which is vary rascrictive fn 1ty under-
writing but offers the broacest form of coverage. Host of the policles are
Indivicvally yndecwritten by rlsk - the arass of prectice of the individus!
anglneer or firn belng ingured, The ratas have steadily bean increasing snd
the market 13 extreraly tight., The poilcies belng written sco excluslvaly
nelaims nade''. Mo Moccufrenca’ coversge is svaliiabte. A munber of englreer-
lng firmy ate not presently iasursd,

There i3 extrenely lioited svaltadllity of coverage for contractyal tiability,
The policy fores curreatly avallable do not provide coverage for the Indomn ity

agreaTents and hold haraless agreements belng requested by governmental ageacles
cf tnginesrs,

The avellabiitey of profassional lisbl1fty Insyrance at affordable retes Is of
extrens Irportance to profeszional englresrs. Jows Is ors of the few states
that does not bave & statute of Vimitations sppifcable to eagineers and other
dasfgn professionals on Improversnts to real proporty. The Jowa Englasering
Scciety belleves thet o reasorable statule of Vimltatlons worid be extremoly

bareficfad in halplng to9 alleviate the restricted professionad Visbllity Insur-
s~ce ~arket which exists 1addy,

Sincerely,

L,

Past C. Sendy, 9.1;
Lering Ixecutive Director

(5}
cel A, RelTE==)

X A i
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lows Hospitad Assecfation Testimony
Page 3 :

The following statistics} Infomt_ion wat secured from & sempling of
the experience of twenly (26) town woluntery non-profit cequty-hospihh
ranging in size from 26 beds to 620 beds and g.eognphic.al‘ly distributed
throughoat the State. They collactively represent 268 of Jowa's short-ters
general acute hosplital beds which have puf;b_ﬂd Mspitu'{ ﬁrofenlonﬂ
1iabiYity dnsurance pratection from & variety of carriers since 1973,

The i:ollwlng chart. reflects the cost of professional Uability tesurance
for these twenty (20) hospitals sisce 1973

COVERAGE YEAR(S
Comlatiy
Change
1973-74 197475 1875-28 1973-7€
Tota) Prenfum Oollars (Cost) $324,209 $702,93 91,704,766 ~-
Cost Per Bed $08.14 191,01 £46).50 - -~
Percentage Increase from ’

Preﬁ:;i Year - nr L L} 4261
Cost Per Patient Day .1 $.72 . : -
Percentage Increate from .

Previons Tear - 1182 146x 4363

This thart reveals thet hospitals have collectivaly axperieaced an
sncrease o excess of 1001 in each of the past three {3) ysars, On & “cost
per bed" basis the net iacrease from 1973-T4 through 1975-76 was 4268 for
nearly identfcal, if not reduced coverages.

Since lowa hospitals are mon-grofit organizations {nearly 50% of which
are governmentally osned and/or operated) they de not have the finsocial

capacity to hbsorb such cost increases within the$r operating margins which



lowa Hospital Associatioa Testisony
Page 4
generally do sot exceed 2-3% of total vevenue. These costs must thus be
*gassed through® Lo pitiests, The increased cost to each patiest on & per
day basis, as reflected In this chirt, Increised over 4368 from 1973-74 to
1975-76; 1.¢., $.X3 per patient day to $1.77 per patiant day respectively.
Although $1.77 i3 the averige per patient day cost, several of the sampled
Fospitaly reported substanttally higher costs. For exarple, one fifty (50)
bed rural hospital reported & cost of $4.96 per patient day and 2 thres
Rundred and seveaty-nine bed bospital reported a figure of $3.63 per patient
&y, It shoulé further be moted thit this Tepresents guly the cost to each
petfent of the dospite]‘s professional 1iability coverage.

It does sot $aclede the physfcSans' component of professicoal Hability,
nor, the hospitals® other insurance coverages, such as geaeral THablityy,

Looking 2% the cost o the patfewt from smother gerspective, tha profes-
sforal Viability inserarce cost increasssy as a parcentage of the total
hespite) €osts par priient day, 13 reflected ca the followlng chart representing
the twenty (20) sacpled bospitals.

COVERAGE YEAR(S)
Comwlative
Change

1913-14 1574-2% 915-16 _1973-76

Cost of Eospital Care
Per Patiest Day $69.60 476.5 $87.09

Parcentane Incresse from

Preiioss Year 10.0% 13.8%
Cz3* of Yelpractice Inswyramce

fer Patient Day RE §.72 .

Yatpraciice laserance 4%
Jercentage of Poipltal fare
Costs Per Patfeat Cay

Towa Hospital Assectation Testimony
Page 5

Halpractice insorasce promium costs in 1973-74 constituted Tess tham

one-h1f of one percent of the cost per day for an weragar ;;atiunt; however;
within & brief spim of thrae years 1% mow constitutes over two parcent of
the total cost, While o percent sy seem minimal in adsolute terws, the
ewcalating trend established during this thres year p|r1;d 13 alaming. If
this trand 15 not obated fn tha near future, it will obviously becoome &
critically high cMant of the cost of providing patient care services,

The veal significence of this chart i3 in documenting a 331,928 cumulative
percentage increase (from (475 to 2.03%) fn the reletionship of malpractice
fnsurance costs per patient day to the hospitad care costs per patient day
a8 contrasted with 8 25.13 curulative percentage Increase (from $69.60 to
$57.09) in the per patfent day hospital care costs.

As & purcentage of hospital nonpayroll expenses, milpractice tosurancs
premivm costs have escalated 28775 {from 0.89% to J.445) over 2 tiwree yaar
perfod., At noted on the following chart, this i3 in costrast te the cumplative
increase of 35.5% (from $36,429,0C0 to $49,506,000) in tots) monpayrol) costs
of the tuenty (20) hospilals Included fn the somple. The cost of ralpractice
fnsurance for hospitals has escalated far in excess of the other Ronpayrol}
expenses zssociated with the delivery of health care services,

{See chart an fodlewing page)




lova Kosplital Assochuon Testiwony

Page & .
COVERAGE YEAR(S)
- Cumlative
- Change
1973-74 1924-75 1975-76 197;-16

*Tota) Honpayrcll eupenses
Percentage of Konpayroll

Increase over Previous Tesr .~ 1473 18.5% 35.9%
Yotal Pramium Doltars (Cost) $324 ,20% $702,93 51.704._766 -

percentaye of Premtum Collars

to Fonpayrol)-Expenses 0.891 - V.68 VIS 1 3

*hpproxinate figures derived from Aserfcan Hospital Association Gulde Jssue.

Another significant tigure on Lhis chert i3 the nesrly thres and one-hatf
percent (3.44%) of nonpayroll expenses attributable to only profossloml

14abflity fnsurance preniuns for hospitals, These are woductive allocations

of hospiul resoorces. They increase the cost of providiag health are and
contribute ceasurably to hospital {nflaciion, byt they do not {ncrease the

quiifty of patfent care.

REDQT SCATIONS
The lowa Wozpital Association and fts nember hospltals Rave been willing
to assuee v for respansisility In reselving this malpractice si tuatfon; and,

o fact, have demonstrated the requisite inttiative throvgh the developaent

of the [ovt Foypital Mutual Insurance Carporation. TYhis progrim wil) mot only
address the fssues of avallabf1sty and costi but, more tnportantly wil) address
the root cavses of Lhe problem. This w111 be accomplished through the jnitfation
cf ¢n extensive loss prevention/risk mnagerent progran in conjunctrion with the

Tows Fospital Assocfatfon. Also contrituting to this program in varyling degrees

§16,429,000  $41,773,000  $49,506,000 -

STATEXENT OF THE TOWA MEDICAL SOCIETY
PRESENTED TO THE INTERIM- INSURANCE POOL STUDY COMMITTEE
or THE 10MA GENERAL ASSEVRLY

Octcber &, 1976

¥y saze {s Clavence H. Denver, Jre 1 s In the privats practics of wedicine fw Des

_ Mataes and spectalize in pathology. 1t Lo -ay plossure to ssrve &9 chairvmen of tha

Zowa Medical Society Hedicolegal Coemictee. 1t 48 ny Lurthec privilege this poming
to spesk for the mesdership of the Iows Medicel Socisty. As was the case ulch the
1973 €orerunner to this present study coemittee, we welcome the opportunity to

continue to share out thoughty on the complex and broadening llability pmblu vhich
1s affacring Towd and the satire natiom.

Thie report is divided into two basfc partsr (1} Ststtscical Matarial Pecrtatoing to
{s) Professfcnal LIsbility Premtums and (b) Fhysfclans® Income and Ripenres) sad
{11) Recoomsndations for Further Resadial Legisistion to Stabilfze andfor Improve
the Avallabilfty and Cost of Wedical Lisdiltty Ensugance.. As it has besn through-
out out consultations with members of the Iowa Genevsl Asseably, the bastc goal of
the medical prolculon 1s twololds (a) to contain and even lowar medice) liablliry
insurance costs and subsequintly (and foportantly} cuch the cast of health cave to
the peapla ‘of Towa, sad {b) to provide » fatr sad just casns of carpensating those
individusle who &re victlms of nadical malprectice.

(V.a) - Stettsticel Hateriel Pertalafng to Professionat Liability Prewiuns

{Thess nedical malpraceice promlun profections are based on vates filed by the
Lnsurance Services Ocgantzaclon (I50) and obtabmed from the State [nsursnce )
Commiesioner.)

" POUR-VEAR PROJECTIONS o TOTAL 10WA KEDICAL HALPRACTICE PREMICMS

1. fOR §100,000/300,000 LIKIYS

Physiciasn by Class rrior ko 1972 173412 813/14
1-(1,104 Phystclans) § 223,236 $ 191,43 $ 437,184
2.{322 Phystctans) 183,832 260,562 360,202
3-(156 Physiclans} 120,388 156,1%6 234,158
4.(806 Physiclany) 330,180 1,076,398 1,511,000
S{a00 Physiclens) 313,200 665,800 1,000,400 ’

TOTAL PREMIVY 41,872,016 42,429,452 $),604, 042




Physicl Class

1(1,104 Physicians)
20521 Prysicling)
3-(136 Physiclans)
4.{306 Physiciens)
5-{400 Physiciens)

TOTAL RREMITM

12731114
$ 01,04

420,210

269,508
1,855,118
1,152,000
$4,209,008

UVT
' 7IL,8m
675,930
943,336
2,957,114
2,248,800
$1,120,2%0

3%
1 1,50
. 789,284
0
3,444,038
2,733,200

STIOURA iy

{Questionnaive wap ’
Reiled to heebers Aguet §, 1978)

Funher of companies surveysd ~ J0Q.

. 3,793,600 touber of reapondents - 138.
A Increase i3 Noted for this &.Teay Pariod.

*Ia 1070 B3 companiss patd $1,733,52) in product lisbility fasurance priuiuues.
AN EERREADS ’ ¥

2, TOR $200,000/600,000 LUATS

Fhystctan by Class
1-(1,104 Physiciens)
20522 Paysicizns)
34156 Physicluns)
&-(B0% Physicians)
$.(A00 Thysicirag)

TOTAL PRIV

Physician by Class

1-(1,196 Phystefans)
2-(312 Physictans)
3-(138 Physicisas)
4-(206 Physiclana)
3L &0 Physiclsns)

TOTAL PREVIW

]

Trloy te 1972

$ 258,036
Wwe,278
134,004
917,318
348,000

$2,083,044

12731474
$ 82,912
A3, 562
1 303,504
2,100,536
1,302,000

34,785,494
e0se {3 Het

17372
§ 330,09
267,264
172,692
1,184
733,600
$2,687,456

LT3
4 901,962
761,074
388,596
3,239,138
2,648, 40
20,039,194

this h.Year Period.

SEEERE A RN

3. rox $1,000,00 LDATS

Phvsieton by Closs

1-(1, 106 physicians)
2+(312 PhysteSans)
3.[L%% Phystelsas)
&.(805 7 ystziens)
3-(49% 7ryrictans)

TOTAL P12

PLyslctan by Slaes

101,106 Physlciens)
1.{321 Prysteians)
3-115% Physieians)
4298 Phystelans
34U Frysteians)

TOTAL PPN

{A 5041 Increass is

xtor to }972
$ I
253,10
181,12
1,103.‘1"
801,67
$2,352),428

¥ 71T L]
$ 748,512
604, 478
386,380
1,653,352
1,563,€9)

—_—rr b

16,036,320

s5fre
$ 07,376
322,3%
27,86
1,420,172
878,000
$3,225,780

3T
$1,048,160
962,046
491,008
4,211,150
3,338,000

$10,148,5644

vored for thiy b.Year Periud)

A[1(T74
4 486,868
396,720
i, n2
1,770,780
1,097,600
$4,009,670

15118
1,077,504
910,368

43,348
4,000,984
g."l.“ﬂ

19,627,604

YINTAL)
$ 391,748
A13,020
308,724
2,116, 398

1,310,000
4,802,084

13126
$1,440,720
1,214,060
817,004
1,301,062

4,201 , 509

$42,312 926

In 1973 these sams companies paid $3,516,006, an jntreass 1f L04.8)% over 19;10.

1a 1976 thess compsnles paid $3,367,026, sa focresss of JI5.08% ower 1910, and
& 52.7% lacrease over 1973,

81 vespondents indtceted they had sustaimed ao prodwct Liebiltty lesses to
fustify the (neressed preafuss, vhile 18 vespondents reported piairal

Iosses and 18 repoxted lowses or porentfsl 11abilicy Justifylag incrassed
peamivms.

84 conpanlen repocted mo difficulty i sacueing preducts 1iability fasurance,
vhile )] econpanles reported scme difficulty and 10 companien ceported
stvars problems Lw securing prodect liability inwerance.

23 tompanien fadicated that 1t they could met puzchass product 1isbilicy
insuvetes, thep woold sslf-fnsure.

23 coupanien tndicetad thay would elose S vneble LO seture dmpurance,
21 wauld curtail opsrmtions, l& would weke po change im theic operations,
414 not kmow vhat they would de, and 18 Indtcated & lavge lawsuis wuld
put them ont of business.

9 eompaniee rapavted haviag thelr product 1u»u.'uy insurance cancelled ood
1 companias indicsted they are seli«tlosured,

Wembers survayed vete asked thelr opinien of the cuxrant predwet Liabiltty
sitostion ia theiv busfaess and how they wiewsd the future of the problea.
13 compemtes Lndfcated oo product 11sMihity problem, 33 indicated it vae &
nocssl problem swd &1 indicated it wae & pevere problea.

Jvo coopanies indfcated product 1iabiliry probleas vere decressing, 71 indicated

thay vere Ancreasing, and 43 Indicated product 1iability problems were increasing
te mammoth proportions.

A{The cemainder of the companier reported Jdata teo fasvlfficlent to perwit tebulatios.)

Prepaced byl
Tova Hanefattucers Assotlation
1217 Das Folnes Bollding
par Noimes, Jowa 30009
Telephona $15/244-6149
L]

Septender 1976
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Noaker of companies surveyed 4
(Questioscaire Ko, 2 was wailed 3/13/76
to coajsales responding €o Cha August €
questicnnsliee and ta IXA Product Liabtlfcy
Comnittes)

Fuoher of cocpanies respendiag b1

---.au-_----a------..—--ap---—-.—--------

SuamAty of questiosnsires fron cespanizy vwith gress asles over 33 milliont

Kusber of companies 3
Wusber of exmployees oot
3L - 10D )
101 - 230 10
51 - 300 12
Over 500 . L)

Wwaber of self-insured

Tao . &
| We 19
o answar 2

Dagres of visk involved
in company's pieduct

Kigh ) -
Hedium 19
Low 11
None -

Product Lisbility insureste
cost an X of net iacona
{profit aftex toxes)

Ouar 15X
12.1 - 13X
- 11X

9x

rw OO

=
[
-
-
H
[ ]

No sapver
jBighest

.
>
SUU\A

Sunmary of questionnaires frow corpaniss with gross seles of $2.3 milijon
e §5 millisw .

Naber of conpsales

Fuaber of amployess
- 35
51 - 100
101 - 150

Husber of self-insured

Yao
o
o ansenx

Degres of zisk iavolved
in comgany's product

Righ
Tadive
Lo
Wone

1A

D".:” \P L K

R L' X ]

Product Liability fosursace

cost a2 X of ast fucons
{prefit altex taxaes)

Gver 135X
12.1 - 1X
%1 -1

6.1 -
31 -
1.1 -

X
8
b 14

1X or less
%o ansvay
Righeet

(SRR SRR TR N

.
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Susa Ty ‘ot quastionnsires from ceapsaies with gross asles of J1 willion
T e 31,5 willicn

tuaber of cexpenias Ja

Taaber of eployess
il - 25
.- 30
N - 100

Numbar of sell-fasured

Tos
Xe
PO sapar

Degres of risk invelved
La conpany’s product

Righ
Vadiva
L

Product Lisbilicty Lnsuvence
coet 49 1 of ast income
(profit after tawes)

Ovar L5%

Euauuﬂﬂﬂﬂ

e

Sumary of quewtionnsires from conpsniss with grose sales of §300,000
te §l nilltica ' o

Nueher of cowpanies - L}

Nuader of anploysss
- 25
%~ 30

Huadet of self-lmmered

Yoo
Ro
No sasver

Dagrae of riek dewvelvad
18 ecopany’s praduct

Righ
Hediva
Low
None

Yroduet Liability {nswrence
cost a8 £ of net Lncoms
(profit aftar taxas)

Ovar 15X |
Lees then 13
No apaver
Bighest
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10WA THSURANCE INSTITUTE

LA NITWCNE TISVIITIAE

lowa in July, for an overall rate increase of 29 perceat,

but this is based on a vary small acount of premium--less

than $709,000. Their statistics (policy yesr) are oalﬁ vp

to 197) and the reminder of the data is based on county-

wide exgevrience, factored.

Followleg 1s a breakdown on sexe of our caompanies who

kowp thelr own products llability statistics, but it should

rot ba interproted as having [ndustry-wide credibilitvy.

10MA PRODUCTE LIABILITY

Promiom

Incurred
Loeses

T ENC
Hawkeye

Total

4o
Hawkaye
Total

Coryired Total

217,988

344,855
297,616

501,098

%,957
417,923

/e

23%.9

Loss M}.
Expense

Other
Expanse

60,38)

§5,469
82,440

77,386

122,3%)
106,844

642,271

280,485
142,096

514,930

101,731
140,327

177,909

64,512
48,703

123,197

107,937
56,210

Year Company

COUNTRYWIDE PRODUCTS LIABILITY

Pramium

Incurred
Losses

1/%

Loas Adj.
Expensa

Other
Expense

422,501

231,831
75,115

242,058

89,141

307,007

1,589,847

4%,14)

1,168,945

T3.

b

93,21%

44,047
6,521

164,257

92,964
28,687

51,038

382,545

119,651

590,491

lst € mo,

197¢ MG

EnC
Hawkeye
Total

BNC

Hawkaye

Total

Cordined Total

110,14

1,313,377
616,374

609,877

1,076,022
456,652

7.0

81.9
4.2

252,119

363,305
170,632

313,112

. 468,249

221,278

1,929,751

1,632,319
381,912

1,532,674

648,869
261,918

79%.4

£34,437

237,43)
11,086

607,527

397,043
139,357

1,384,201

863,765
161,%:i8

912,044

246,344
24,703

308,319

164,115
15,022

536,000

346,270
- 57,342

1,025,293

5,249,449

271,047

3,326,442

62.4

179,17

401,712

1,274,211 1,951,151

Ia conclusion, we would like to point ocut that long~

teza soluticas are not now known bacause all the facts and

all the information are still not available.

The NAIC ia

gathering data and are running &4 closed claim survey simller

to the work done la malpractice.

Acsociation is gunning a 30,000 closed claim study,

The Anericam Insorance

Hone of
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The following s s compliletion of proposals [14
tatoanenditions expressly or iopliedly eudmitted by persons
peedenting commgmtary to thy Cownittes durieg pwblice becrings, and
is prepared ot the direction of =he Coaaittee. The lebter desig-
aations in parcntheses fadfcate the gsourca or vwsourees of the
reconrendation ot propesal. Edttorisl commente have besn added
vhere senéf Selieves altarnative 2ethods of dralting are poseible,
or wbere copaentetors heve offered d1flerent vorefons of the sans
tyge ol proposal.

~CAYEAT-

Xothing ¢torcelmed 1n this docuoant i intendad to De
arguoentative, ot suggestire of the 2erita, or the sbsence thereol,
cf amy propessl or racootendation.

The tompllation [T113 the fellowing formag:
retonaardations which ace conaom to xore than one subject avea ox
vhich are similar ¢te 1375 leglalaction ave lieted ficst, and
tecoctendatfonr by esch fadustry or industrey group follow,
incladiag tiese Listed previously as "common®™., As used hareln,
"srhject acea oerns kndustry of <conearm pec S.J.R, 1009, and
tr:ludes avehfveccs and englaeses, heslth care providecs, loeal
swverroentol units, and panwfsctuvars and distridbutovs of prodwcets.
A3; otYer "subjece” who may Se¢ sncoupassed within cthe provisfoas of
S.5.0, 1079 13 excluled frou thls conpilation only becavwie
sonmentary was not xecelved.

“CONMOLR™ FROFOSALS

1. STAIVTE OF LIXITAYIONS

ReconmenZzed 12 scchiteciacalfenginenring end in products
acess, Inatted in healch ¢arve ozes in 1975,

-ConneEnt.

Tha gemetal slfset 1s to estadlinh o pericd of tine
Seyond which tecovary is pracioaded, whother or not cause of astion
had aclsen or hes besn discoverald., (oald be mede applicabls only ko
strict 11ad1licy eleios, of covld 2pp.y zo megligence as well.

r. ARIITRAYION

Feconzanded {n heslth cave area a5 voluatary binding
schitcazjon, Reconnegnles In srchitectval/angineering
ares 23 8 wawdecory pracelure in cases below certain
dellar arnownt.

~Cornens-
to aechitectural/engineerizy oares, pre-scefdent wvolun-

taty arbltratlom agrecdent wouil neT ave sny effect where chird
patrties are in'‘ured,

3. AD=-DAMNUM — Prohibit claims Zov specific dollar smovare

Recommended iu producte ares, Enscted fn healeh care
araa, ’

=Conment~
The 1973 Act precludes dollar dsmand, Alcecvacively,
atetuts could pardit specific dollar decands only for thoss asounts
rapresenting accuel out-ol-pockes lossas,
4, SEPARATE TRIALS FOR LIABILITY AND DAMAGE QUESTIONS
Recommendad In haslth coare and produtles aAress.

3. ELINIXATR LIAAILITT I3 THE IVENT OP MISUSE OR HODKFICAYION

Recenmended in srchitecturalfenginsaring and proeducte
ATOSAS .

«~Commaat-
Cowld %e drafted wuwith durdes om <lalssdt to prove
“proper? ues, or as defensa with burden of proefl on defandsst o
prove misuse,

[ GENERAL DAMAGE LIWNLYATIONS

Rcconmeuded in haslth care, produces, and
scchitecturel/englineccing arears,

1. PUNITIVE DAMACE LIRITATIONS
Recoumended in health cers sond prodwets avess.
~Conneng~

Several approaches have besn suggested, ineluding
elliefnatfon of puaitive denage vacovery, exssts limitetion om
ewmount vhich nay bde rocovered, provide that payosent of punitive
deragos averded shall be to stste vethar tham to clajmant, and
provide foe proof beyond ressomable devbt belove puaitive damegses
way be everded,

s, COLLATERAL SOURCL AVLE

Recommended im products araa, Bnacted in beslth care
area.

~Comment~
The 1975 Aet provides for set-off agetnsr Juey aevard.

Propnesml provides thet collatersl soures evidence (8 adwipsidle-~~-
fot-ult nnt cequired, *
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&, Abelish eclsimfoubrogatioa as sgeimst wmenufacturer wheve
Anjered i3 sligible foe vorkevrs compensatien bensfits. (IMA)

9. Prokibi: intreductien of svidence of product medifications
adopted aftar the sccident. {ANIA)

10. Preclude Lisbility vhove preduct is "uisused™, (ANIA)

Jt. Liolr ancumst recoverasble o8 genaval demages. (III)

12. Separste trials for 1iabdbility ané dsmsges guestions. (I11)
13, ZRegulate contfagency fass. (IXE; LMUA)

14, :azn:: tntroduciion of avidends ¢f collateral a9vufce baasfice,
IMA)

135, Instailnant payuensy of judgnemcs. {IMA}

16, TProvide that & loan sgrespent 19 vold !f it vcequires Anjured
borrever 1o Bring sulr ageinst e persen vho {¢ or may be
Jatotly ftadle with the leadet for the imjuclos asuetalaed by
the derroewear, [IMA)

~Cosneat~

The object o te prevent the uie of comtractoal devices
by which oan “efendant™ cem borgsin with an ipnjured party to pay a
pars of the toral dacazes, tn sxchange for vhich the injured parsos
recovers Lhe tozal arount of dJendges (row £ chisrd perpom wvhoe s
Jofatly liable with the delendant, The technique avoids conmon law
rules whheh previde (b} that & relesse of one Joint tovkfesascr (5 &
vclaase of all., snd (2) one Joint tocelansor does wat have a tighe
of contribdetizn against other joint corilesscrs. By utilizimg the
icar.  agreszent —ethod which ¢his preposal wowld pullify, one
deafendart can be asnruted of odceaining &4 "contribution” {rom amothar
defendant.

Ml ANEQUS
1. dathorize la2aveence Depurteent to saploy (msursance ogospany
sacianere, 3inilar te the asuthority of the Dspartemeat of

Banving to scrlay benk exsafsers, (Fischar)

2. Teguire the licemsing of persons who previde insutance
canealiing tevrices for & fee. (Concissioncr of [mserenca)
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Rospitel Assecistion
Inswrance Ynatitute
Hagvlfacturexs Association
Medical Society

Pharnacevetical Associstion



